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Circular  No. A- 1 3 3  

Revised to show changes published in the  
Federal Register  June 27, 2003 

Audits of States, Local Governm ents, and Non- Profit  Organizat ions 

Accom panying Federal Register  Materials:  
- -  Audits of States, Local Governm ents, and Non-Profit  Organizat ions 

    June 30, 1997 

- -  Revision published June 27, 2003

TO THE HEADS OF EXECUTI VE DEPARTMENTS AND ESTABLI SHMENTS 

SUBJECT:   Audits of States, Local Governm ents, and Non-Profit  Organizat ions 

1. Purpose .  This Circular is issued pursuant  to the Single Audit  Act  of 1984, P.L. 98-502, and 
the Single Audit  Act  Am endm ents of 1996, P.L. 104-156. I t  sets forth standards for obtaining 
consistency and uniform ity am ong Federal agencies for the audit  of States, local 
governm ents, and non-profit  organizat ions expending Federal awards. 

2. Authority .  Circular A-133 is issued under the authority of sect ions 503, 1111, and 7501 et  
seq.  of t it le 31, United States Code, and Execut ive Orders 8248 and 11541. 

3. Rescission and Supersession .  This Circular rescinds Circular A-128, "Audits of State and 
Local Governm ents,"  issued April 12, 1985, and supersedes the pr ior Circular A-133, "Audits 
of I nst itut ions of Higher Educat ion and Other Non-Profit  I nst itut ions,"  issued April 22, 1996. 
For effect ive dates, see paragraph 10. 

4. Policy .  Except  as provided herein, the standards set  forth in this Circular shall be applied 
by all Federal agencies. I f any statute specifically prescribes policies or specific requirem ents 
that  differ from  the standards provided herein, the provisions of the subsequent  statute shall 
govern. 

Federal agencies shall apply the provisions of the sect ions of this Circular to non-Federal 
ent it ies, whether they are recipients expending Federal awards received direct ly from  Federal 
awarding agencies, or are subrecipients expending Federal awards received from  a pass-
through ent ity (a recipient  or another subrecipient ) . 

This Circular does not  apply to non-U.S. based ent it ies expending Federal awards received 
either direct ly as a recipient  or indirect ly as a subrecipient . 

5. Definit ions.  The definit ions of key term s used in this Circular are contained in §___.105 in 
the At tachm ent  to this Circular. 

6. Required Act ion .  The specific requirem ents and responsibilit ies of Federal agencies and 
non-Federal ent it ies are set  forth in the At tachm ent  to this Circular. Federal agencies m aking 
awards to non-Federal ent it ies, either direct ly or indirect ly, shall adopt  the language in the 
Circular in codified regulat ions as provided in Sect ion 10 (below) , unless different  provisions 
are required by Federal statute or are approved by the Office of Managem ent  and Budget  
(OMB) . 
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7. OMB Responsibilit ies.  OMB will review Federal agency regulat ions and im plem entat ion of 
this Circular, and will provide interpretat ions of policy requirem ents and assistance to ensure 
uniform , effect ive and efficient  im plem entat ion. 

8. I nform at ion Contact .  Further inform at ion concerning Circular A-133 m ay be obtained by 
contact ing the Financial Standards and Report ing Branch, Office of Federal Financial 
Managem ent , Office of Managem ent  and Budget , Washington, DC 20503, telephone (202)  
395-3993. 

9. Review  Date .  This Circular will have a policy review three years from  the date of issuance. 

10. Effect ive Dates.  The standards set  forth in §___.400 of the At tachm ent  to this Circular, 
which apply direct ly to Federal agencies, shall be effect ive July 1, 1996, and shall apply to 
audits of fiscal years beginning after June 30, 1996, except  as otherwise specified in §___.400
(a) . 

The standards set  forth in this Circular that  Federal agencies shall apply to non-Federal 
ent it ies shall be adopted by Federal agencies in codified regulat ions not  later than 60 days 
after publicat ion of this final revision in the Federal Register ,  so that  they will apply to 
audits of fiscal years beginning after June 30, 1996, with the except ion that  §___.305(b)  of 
the At tachm ent  applies to audits of fiscal years beginning after June 30, 1998. The 
requirem ents of Circular A-128, although the Circular is rescinded, and the 1990 version of 
Circular A-133 rem ain in effect  for audits of fiscal years beginning on or before June 30, 1996. 

The revisions published in the Federal Register  June 2 7 , 2 0 0 3 , are effect ive for  
fiscal years ending after  Decem ber 3 1 , 2 0 0 3 , and early im plem entat ion is not  
perm it ted w ith the except ion of the definit ion of oversight  agency for  audit , w hich is 
effect ive July 2 8 , 2 0 0 3 .  

/ S/  
August ine T. Sm ythe  
Act ing Director  

At tachm ent  

 PART_ _  - -

AUDI TS OF STATES, LOCAL GOVERNMENTS, AND NON- PROFI T ORGANI ZATI ONS 

Subpart  A- -General 

Sec. 
__.100 Purpose. 
__.105 Definit ions. 

Subpart  B- -Audits 

__.200 Audit  requirem ents. 
__.205 Basis for determ ining Federal awards expended. 
__.210 Subrecipient  and vendor determ inat ions. 
__.215 Relat ion to other audit  requirem ents. 
__.220 Frequency of audits. 
__.225 Sanct ions. 
__.230 Audit  costs. 
__.235 Program -specific audits. 

Subpart  C- -Auditees 

__.300 Auditee responsibilit ies. 
__.305 Auditor select ion. 
__.310 Financial statem ents. 
__.315 Audit  findings follow-up. 
__.320 Report  subm ission. 

http://www.whitehouse.gov/omb/circulars/a133/a133.html (2 of 28)1/20/2006 9:28:23 AM



Circular No. A-133 -- Audits of States, Local Governments, and Non-Profit Organizations

Subpart  D- -Federal Agencies and Pass-Through Ent it ies 

__.400 Responsibilit ies. 
__.405 Managem ent  decision. 

Subpart  E- -Auditors 

__.500 Scope of audit . 
__.505 Audit  report ing. 
__.510 Audit  findings. 
__.515 Audit  working papers. 
__.520 Major program  determ inat ion. 
__.525 Criter ia for Federal program  r isk. 
__.530 Criter ia for a low- r isk auditee. 

Appendix A to Part  __ -  Data Collect ion Form  (Form  SF-SAC) . 

Appendix B to Part  __ -  Circular A-133 Com pliance Supplem ent .
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Subpart  A- -
General 

§ _ _ _ .1 0 0  Purpose. 

This part  sets forth standards for obtaining consistency and uniform ity am ong Federal 
agencies for the audit  of non-Federal ent it ies expending Federal awards. 

§ _ _ _ .1 0 5  Definit ions. 

Auditee  m eans any non-Federal ent ity that  expends Federal awards which m ust  be audited 
under this part . Auditor  m eans an auditor, that  is a public accountant  or a Federal, State or 
local governm ent  audit  organizat ion, which m eets the general standards specified in generally 
accepted governm ent  audit ing standards (GAGAS) . The term  auditor  does not  include 
internal auditors of non-profit  organizat ions. 

Audit  finding  m eans deficiencies which the auditor is required by § _ _ _ .5 1 0 ( a)  to report  in 
the schedule of findings and quest ioned costs. 

CFDA num ber  m eans the num ber assigned to a Federal program  in the Catalog of Federal 
Dom est ic Assistance  (CFDA) . 

Cluster of program s m eans a grouping of closely related program s that  share com m on 
com pliance requirem ents. The types of clusters of program s are research and developm ent  
(R&D) , student  financial aid (SFA) , and other clusters. "Other clusters"  are as defined by the 
Office of Managem ent  and Budget  (OMB)  in the com pliance supplem ent  or as designated by a 
State for Federal awards the State provides to its subrecipients that  m eet  the definit ion of a 
cluster of program s. When designat ing an "other cluster,"  a State shall ident ify the Federal 
awards included in the cluster and advise the subrecipients of com pliance requirem ents 
applicable to the cluster, consistent  with § _ _ _ .4 0 0 ( d) ( 1 )  and § _ _ _ .4 0 0 ( d) ( 2 ) ,  
respect ively. A cluster of program s shall be considered as one program  for determ ining m ajor 
program s, as described in § _ _ _ .5 2 0 ,  and, with the except ion of R&D as described in 
§ _ _ _ .2 0 0 ( c) ,  whether a program -specific audit  m ay be elected. 

Cognizant  agency for  audit  m eans the Federal agency designated to carry out  the 
responsibilit ies described in § _ _ _ .4 0 0 ( a) .  

Com pliance supplem ent  refers to the Circular  A- 1 3 3  Com pliance Supplem ent ,  included 
as Appendix B to Circular A-133, or such docum ents as OMB or its designee m ay issue to 
replace it .  This docum ent  is available from  the Governm ent  Print ing Office, Superintendent  of 
Docum ents, Washington, DC 20402-9325. 
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Correct ive act ion  m eans act ion taken by the auditee that :  

(1)  Corrects ident ified deficiencies;  

(2)  Produces recom m ended im provem ents;  or 

(3)  Dem onst rates that  audit  findings are either invalid or do not  warrant  auditee 
act ion. 

Federal agency  has the sam e m eaning as the term  agency  in Sect ion 551(1)  of t it le 5, 
United States Code. 

Federal aw ard  m eans Federal financial assistance and Federal cost - reim bursem ent  cont racts 
that  non-Federal ent it ies receive direct ly from  Federal awarding agencies or indirect ly from  
pass- through ent it ies. I t  does not  include procurem ent  cont racts, under grants or cont racts, 
used to buy goods or services from  vendors. Any audits of such vendors shall be covered by 
the term s and condit ions of the cont ract . Cont racts to operate Federal Governm ent  owned, 
cont ractor operated facilit ies (GOCOs)  are excluded from  the requirem ents of this part . 

Federal aw arding agency  m eans the Federal agency that  provides an award direct ly to the 
recipient . 

Federal financial assistance  m eans assistance that  non-Federal ent it ies receive or 
adm inister in the form  of grants, loans, loan guarantees, property ( including donated surplus 
property) , cooperat ive agreem ents, interest  subsidies, insurance, food com m odit ies, direct  
appropriat ions, and other assistance, but  does not  include am ounts received as 
reim bursem ent  for services rendered to individuals as described in § _ _ _ .2 0 5 ( h)  and 
§ _ _ _ .2 0 5 ( i) .  

Federal program  m eans:  

(1)  All Federal awards to a non-Federal ent ity assigned a single num ber in the CFDA. 

(2)  When no CFDA num ber is assigned, all Federal awards from  the sam e agency m ade for 
the sam e purpose should be com bined and considered one program . 

(3)  Notwithstanding paragraphs ( 1 )  and ( 2 )  of this definit ion, a cluster of program s. The 
types of clusters of program s are:  

( i)  Research and developm ent  (R&D) ;  

( ii)  Student  financial aid (SFA) ;  and 

( iii)  "Other clusters,"  as described in the definit ion of cluster of program s in this 
sect ion. 

GAGAS m eans generally accepted governm ent  audit ing standards issued by the Com ptroller 
General of the United States, which are applicable to financial audits. 

Generally accepted account ing principles has the m eaning specified in generally accepted 
audit ing standards issued by the Am erican I nst itute of Cert ified Public Accountants (AI CPA) . 

I ndian t r ibe  m eans any I ndian t r ibe, band, nat ion, or other organized group or com m unity, 
including any Alaskan Nat ive village or regional or village corporat ion (as defined in, or 
established under, the Alaskan Nat ive Claim s Set t lem ent  Act )  that  is recognized by the United 
States as eligible for the special program s and services provided by the United States to 
I ndians because of their  status as I ndians. 

I nternal control m eans a process, effected by an ent ity 's m anagem ent  and other personnel, 
designed to provide reasonable assurance regarding the achievem ent  of object ives in the 
following categories:  

(1)  Effect iveness and efficiency of operat ions;  
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(2)  Reliabilit y of financial report ing;  and 

(3)  Com pliance with applicable laws and regulat ions. 

I nternal control pertaining to the com pliance requirem ents for  Federal program s 
( I nternal cont rol over Federal program s)  m eans a process- -effected by an ent ity 's 
m anagem ent  and other personnel- -designed to provide reasonable assurance regarding the 
achievem ent  of the following object ives for Federal program s:  

(1)  Transact ions are properly recorded and accounted for to:  

( i)  Perm it  the preparat ion of reliable financial statem ents and Federal reports;  

( ii)  Maintain accountabilit y over assets;  and 

( iii)  Dem onst rate com pliance with laws, regulat ions, and other com pliance 
requirem ents;  

(2)  Transact ions are executed in com pliance with:  

( i)  Laws, regulat ions, and the provisions of cont racts or grant  agreem ents that  
could have a direct  and m aterial effect  on a Federal program ;  and 

( ii)  Any other laws and regulat ions that  are ident ified in the com pliance 
supplem ent ;  and 

(3)  Funds, property, and other assets are safeguarded against  loss from  unauthorized use or 
disposit ion. 

Loan  m eans a Federal loan or loan guarantee received or adm inistered by a non-Federal 
ent ity. 

Local governm ent  m eans any unit  of local governm ent  within a State, including a county, 
borough, m unicipality, city, town, township, parish, local public authority, special dist r ict , 
school dist r ict , int rastate dist r ict , council of governm ents, and any other inst rum entality of 
local governm ent . 

Major program  m eans a Federal program  determ ined by the auditor to be a m ajor program  
in accordance with § _ _ _ .5 2 0  or a program  ident ified as a m ajor program  by a Federal 
agency or pass- through ent ity in accordance with § _ _ _ .2 1 5 ( c) .  

Managem ent  decision  m eans the evaluat ion by the Federal awarding agency or pass-
through ent ity of the audit  findings and correct ive act ion plan and the issuance of a writ ten 
decision as to what  correct ive act ion is necessary. 

Non- Federal ent ity  m eans a State, local governm ent , or non-profit  organizat ion. 

Non- profit  organizat ion  m eans:  

(1)  any corporat ion, t rust , associat ion, cooperat ive, or other organizat ion that :  

( i)  I s operated pr im arily for scient ific, educat ional, service, charitable, or sim ilar 
purposes in the public interest ;  

( ii)  I s not  organized prim arily for profit ;  and 

( iii)  Uses its net  proceeds to m aintain, im prove, or expand its operat ions;  and 

(2)  The term  non- profit  organizat ion  includes non-profit  inst itut ions of higher educat ion 
and hospitals. 
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OMB m eans the Execut ive Office of the President , Office of Managem ent  and Budget . 

Oversight  agency for  audit  m eans the Federal awarding agency that  provides the 
predom inant  am ount  of direct  funding to a recipient  not  assigned a cognizant  agency for 
audit . When there is no direct  funding, the Federal agency with the predom inant  indirect  
funding shall assum e the oversight  responsibilit ies. The dut ies of the oversight  agency for 
audit  are described in § _ _ _ .4 0 0 ( b) .  

Effect ive July 28, 2003, the following is added to this definit ion:  
A Federal agency with oversight  for an auditee m ay reassign oversight  to another 
Federal agency which provides substant ial funding and agrees to be the oversight  
agency for audit . Within 30 days after any reassignm ent , both the old and the 
new oversight  agency for audit  shall not ify the auditee, and, if known, the auditor 
of the reassignm ent .

Pass- through ent ity  m eans a non-Federal ent ity that  provides a Federal award to a 
subrecipient  to carry out  a Federal program . 

Program - specific audit  m eans an audit  of one Federal program  as provided for in § _ _ _ .2 0 0
( c)  and § _ _ _ .2 3 5 .  

Quest ioned cost  m eans a cost  that  is quest ioned by the auditor because of an audit  finding:  

(1)  Which resulted from  a violat ion or possible violat ion of a provision of a law, regulat ion, 
cont ract , grant , cooperat ive agreem ent , or other agreem ent  or docum ent  governing the use 
of Federal funds, including funds used to m atch Federal funds;  

(2)  Where the costs, at  the t im e of the audit , are not  supported by adequate docum entat ion;  
or 

(3)  Where the costs incurred appear unreasonable and do not  reflect  the act ions a prudent  
person would take in the circum stances. 

Recipient  m eans a non-Federal ent ity that  expends Federal awards received direct ly from  a 
Federal awarding agency to carry out  a Federal program . 

Research and developm ent  (R&D)  m eans all research act ivit ies, both basic and applied, 
and all developm ent  act ivit ies that  are perform ed by a non-Federal ent ity. Research  is 
defined as a system at ic study directed toward fuller scient ific knowledge or understanding of 
the subject  studied. The term  research also includes act ivit ies involving the t raining of 
individuals in research techniques where such act ivit ies ut ilize the sam e facilit ies as other 
research and developm ent  act ivit ies and where such act ivit ies are not  included in the 
inst ruct ion funct ion. Developm ent  is the system at ic use of knowledge and understanding 
gained from  research directed toward the product ion of useful m aterials, devices, system s, or 
m ethods, including design and developm ent  of prototypes and processes. 

Single audit  m eans an audit  which includes both the ent ity 's financial statem ents and the 
Federal awards as described in § _ _ _ .5 0 0 .  

State  m eans any State of the United States, the Dist r ict  of Colum bia, the Com m onwealth of 
Puerto Rico, the Virgin I slands, Guam , Am erican Sam oa, the Com m onwealth of the Northern 
Mariana I slands, and the Trust  Terr itory of the Pacific I slands, any inst rum entality thereof, 
any m ult i-State, regional, or interstate ent ity which has governm ental funct ions, and any 
I ndian t r ibe as defined in this sect ion. 

Student  Financial Aid  (SFA)  includes those program s of general student  assistance, such as 
those authorized by Tit le I V of the Higher Educat ion Act  of 1965, as am ended, (20 U.S.C. 
1070 et  seq.)  which is adm inistered by the U.S. Departm ent  of Educat ion, and sim ilar 
program s provided by other Federal agencies. I t  does not  include program s which provide 
fellowships or sim ilar Federal awards to students on a com pet it ive basis, or for specified 
studies or research. 

Subrecipient  m eans a non-Federal ent ity that  expends Federal awards received from  a pass-
through ent ity to carry out  a Federal program , but  does not  include an individual that  is a 
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beneficiary of such a program . A subrecipient  m ay also be a recipient  of other Federal awards 
direct ly from  a Federal awarding agency. Guidance on dist inguishing between a subrecipient  
and a vendor is provided in § _ _ _ .2 1 0 .  

Types of com pliance requirem ents refers to the types of com pliance requirem ents listed in 
the com pliance supplem ent . Exam ples include:  act ivit ies allowed or unallowed;  allowable 
costs/ cost  pr inciples;  cash m anagem ent ;  eligibilit y;  m atching, level of effort , earm arking;  
and, report ing. 

Vendor  m eans a dealer, dist r ibutor, m erchant , or other seller providing goods or services 
that  are required for the conduct  of a Federal program . These goods or services m ay be for an 
organizat ion's own use or for the use of beneficiar ies of the Federal program . Addit ional 
guidance on dist inguishing between a subrecipient  and a vendor is provided in § _ _ _ .2 1 0 .  

Table of Contents 

 Subpart  B- -

Audits 

§ _ _ _ .2 0 0  Audit  requirem ents. 

(a)  Audit  required .  Non-Federal ent it ies that  expend $300,000 ($500,000 for fiscal years 
ending after Decem ber 31, 2003)  or m ore in a year in Federal awards shall have a single or 
program -specific audit  conducted for that  year in accordance with the provisions of this part . 
Guidance on determ ining Federal awards expended is provided in § _ _ _ .2 0 5 .  

(b)  Single audit .  Non-Federal ent it ies that  expend $300,000 ($500,000 for fiscal years 
ending after Decem ber 31, 2003)  or m ore in a year in Federal awards shall have a single audit  
conducted in accordance with § _ _ _ .5 0 0  except  when they elect  to have a program -specific 
audit  conducted in accordance with paragraph ( c)  of this sect ion. 

(c)  Program - specific audit  elect ion .  When an auditee expends Federal awards under only 
one Federal program  (excluding R&D)  and the Federal program 's laws, regulat ions, or grant  
agreem ents do not  require a financial statem ent  audit  of the auditee, the auditee m ay elect  to 
have a program -specific audit  conducted in accordance with § _ _ _ .2 3 5 .  A program -specific 
audit  m ay not  be elected for R&D unless all of the Federal awards expended were received 
from  the sam e Federal agency, or the sam e Federal agency and the sam e pass- through 
ent ity, and that  Federal agency, or pass- through ent ity in the case of a subrecipient , approves 
in advance a program -specific audit . 

(d)  Exem pt ion w hen Federal aw ards expended are less than $ 3 0 0 ,0 0 0  ( $ 5 0 0 ,0 0 0  for  
fiscal years ending after  Decem ber 3 1 , 2 0 0 3 ) .  Non-Federal ent it ies that  expend less than 
$300,000 ($500,000 for fiscal years ending after Decem ber 31, 2003)  a year in Federal 
awards are exem pt  from  Federal audit  requirem ents for that  year, except  as noted in 
§ _ _ _ .2 1 5 ( a) ,  but  records m ust  be available for review or audit  by appropriate officials of the 
Federal agency, pass- through ent ity, and General Account ing Office (GAO) . 

(e)  Federally Funded Research and Developm ent  Centers ( FFRDC) .  Managem ent  of an 
auditee that  owns or operates a FFRDC m ay elect  to t reat  the FFRDC as a separate ent ity for 
purposes of this part . 

§ _ _ _ .2 0 5  Basis for  determ ining Federal aw ards expended. 

(a)  Determ ining Federal aw ards expended .  The determ inat ion of when an award is 
expended should be based on when the act ivity related to the award occurs. Generally, the 
act ivity pertains to events that  require the non-Federal ent ity to com ply with laws, 
regulat ions, and the provisions of cont racts or grant  agreem ents, such as:  expenditure/
expense t ransact ions associated with grants, cost - reim bursem ent  cont racts, cooperat ive 
agreem ents, and direct  appropriat ions;  the disbursem ent  of funds passed through to 
subrecipients;  the use of loan proceeds under loan and loan guarantee program s;  the receipt  
of property;  the receipt  of surplus property;  the receipt  or use of program  incom e;  the 
dist r ibut ion or consum pt ion of food com m odit ies;  the disbursem ent  of am ounts ent it ling the 
non-Federal ent ity to an interest  subsidy;  and, the period when insurance is in force. 
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(b)  Loan and loan guarantees ( loans) .  Since the Federal Governm ent  is at  r isk for loans 
unt il the debt  is repaid, the following guidelines shall be used to calculate the value of Federal 
awards expended under loan program s, except  as noted in paragraphs ( c)  and ( d)  of this 
sect ion:  

(1)  Value of new loans m ade or received during the fiscal year;  plus 

(2)  Balance of loans from  previous years for which the Federal Governm ent  im poses 
cont inuing com pliance requirem ents;  plus 

(3)  Any interest  subsidy, cash, or adm inist rat ive cost  allowance received. 

(c)  Loan and loan guarantees ( loans)  at  inst itut ions of higher educat ion .  When loans 
are m ade to students of an inst itut ion of higher educat ion but  the inst itut ion does not  m ake 
the loans, then only the value of loans m ade during the year shall be considered Federal 
awards expended in that  year. The balance of loans for previous years is not  included as 
Federal awards expended because the lender accounts for the pr ior balances. 

(d)  Prior loan and loan guarantees ( loans) .  Loans, the proceeds of which were received 
and expended in pr ior-years, are not  considered Federal awards expended under this part  
when the laws, regulat ions, and the provisions of cont racts or grant  agreem ents pertaining to 
such loans im pose no cont inuing com pliance requirem ents other than to repay the loans. 

(e)  Endow m ent  funds.  The cum ulat ive balance of Federal awards for endowm ent  funds 
which are federally rest r icted are considered awards expended in each year in which the funds 
are st ill rest r icted. 

( f)  Free rent .  Free rent  received by itself is not  considered a Federal award expended under 
this part . However, free rent  received as part  of an award to carry out  a Federal program  shall 
be included in determ ining Federal awards expended and subject  to audit  under this part . 

(g)  Valuing non- cash assistance .  Federal non-cash assistance, such as free rent , food 
stam ps, food com m odit ies, donated property, or donated surplus property, shall be valued at  
fair  m arket  value at  the t im e of receipt  or the assessed value provided by the Federal agency. 

(h)  Medicare .  Medicare paym ents to a non-Federal ent ity for providing pat ient  care services 
to Medicare eligible individuals are not  considered Federal awards expended under this part . 

( i)  Medicaid .  Medicaid paym ents to a subrecipient  for providing pat ient  care services to 
Medicaid eligible individuals are not  considered Federal awards expended under this part  
unless a State requires the funds to be t reated as Federal awards expended because 
reim bursem ent  is on a cost - reim bursem ent  basis. 

( j )  Certain loans provided by the Nat ional Credit  Union Adm inist rat ion .  For purposes of 
this part , loans m ade from  the Nat ional Credit  Union Share I nsurance Fund and the Cent ral 
Liquidity Facilit y that  are funded by cont r ibut ions from  insured inst itut ions are not  considered 
Federal awards expended. 

§ _ _ _ .2 1 0  Subrecipient  and vendor determ inat ions. 

(a)  General.  An auditee m ay be a recipient , a subrecipient , and a vendor. Federal awards 
expended as a recipient  or a subrecipient  would be subject  to audit  under this part . The 
paym ents received for goods or services provided as a vendor would not  be considered 
Federal awards. The guidance in paragraphs ( b)  and ( c)  of this sect ion should be considered 
in determ ining whether paym ents const itute a Federal award or a paym ent  for goods and 
services. 

(b)  Federal aw ard .  Character ist ics indicat ive of a Federal award received by a subrecipient  
are when the organizat ion:  

(1)  Determ ines who is eligible to receive what  Federal financial assistance;  

(2)  Has its perform ance m easured against  whether the object ives of the Federal program  are 
m et ;  
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(3)  Has responsibilit y for program m at ic decision m aking;  

(4)  Has responsibilit y for adherence to applicable Federal program  com pliance requirem ents;  
and 

(5)  Uses the Federal funds to carry out  a program  of the organizat ion as com pared to 
providing goods or services for a program  of the pass- through ent ity. 

(c)  Paym ent  for  goods and services.  Character ist ics indicat ive of a paym ent  for goods and 
services received by a vendor are when the organizat ion:  

(1)  Provides the goods and services within norm al business operat ions;  

(2)  Provides sim ilar goods or services to m any different  purchasers;  

(3)  Operates in a com pet it ive environm ent ;  

(4)  Provides goods or services that  are ancillary to the operat ion of the Federal program ;  and 

(5)  I s not  subject  to com pliance requirem ents of the Federal program . 

(d)  Use of judgm ent  in m aking determ inat ion .  There m ay be unusual circum stances or 
except ions to the listed character ist ics. I n m aking the determ inat ion of whether a subrecipient  
or vendor relat ionship exists, the substance of the relat ionship is m ore im portant  than the 
form  of the agreem ent . I t  is not  expected that  all of the character ist ics will be present  and 
judgm ent  should be used in determ ining whether an ent ity is a subrecipient  or vendor. 

(e)  For- profit  subrecipient .  Since this part  does not  apply to for-profit  subrecipients, the 
pass- through ent ity is responsible for establishing requirem ents, as necessary, to ensure 
com pliance by for-profit  subrecipients. The cont ract  with the for-profit  subrecipient  should 
describe applicable com pliance requirem ents and the for-profit  subrecipient 's com pliance 
responsibilit y. Methods to ensure com pliance for Federal awards m ade to for-profit  
subrecipients m ay include pre-award audits, m onitor ing during the cont ract , and post -award 
audits. 

( f)  Com pliance responsibility for  vendors.  I n m ost  cases, the auditee's com pliance 
responsibilit y for vendors is only to ensure that  the procurem ent , receipt , and paym ent  for 
goods and services com ply with laws, regulat ions, and the provisions of cont racts or grant  
agreem ents. Program  com pliance requirem ents norm ally do not  pass through to vendors. 
However, the auditee is responsible for ensuring com pliance for vendor t ransact ions which are 
st ructured such that  the vendor is responsible for program  com pliance or the vendor's records 
m ust  be reviewed to determ ine program  com pliance. Also, when these vendor t ransact ions 
relate to a m ajor program , the scope of the audit  shall include determ ining whether these 
t ransact ions are in com pliance with laws, regulat ions, and the provisions of cont racts or grant  
agreem ents. 

§ _ _ _ .2 1 5  Relat ion to other audit  requirem ents. 

(a)  Audit  under this part  in lieu of other audits.  An audit  m ade in accordance with this 
part  shall be in lieu of any financial audit  required under individual Federal awards. To the 
extent  this audit  m eets a Federal agency's needs, it  shall rely upon and use such audits. The 
provisions of this part  neither lim it  the authority of Federal agencies, including their  
I nspectors General, or GAO to conduct  or arrange for addit ional audits (e.g., financial audits, 
perform ance audits, evaluat ions, inspect ions, or reviews)  nor authorize any auditee to 
const rain Federal agencies from  carrying out  addit ional audits. Any addit ional audits shall be 
planned and perform ed in such a way as to build upon work perform ed by other auditors. 

(b)  Federal agency to pay for  addit ional audits.  A Federal agency that  conducts or 
cont racts for addit ional audits shall,  consistent  with other applicable laws and regulat ions, 
arrange for funding the full cost  of such addit ional audits. 

(c)  Request  for  a  program  to be audited as a m ajor program .  A Federal agency m ay 
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request  an auditee to have a part icular Federal program  audited as a m ajor program  in lieu of 
the Federal agency conduct ing or arranging for the addit ional audits. To allow for planning, 
such requests should be m ade at  least  180 days pr ior to the end of the fiscal year to be 
audited. The auditee, after consultat ion with its auditor, should prom pt ly respond to such 
request  by inform ing the Federal agency whether the program  would otherwise be audited as 
a m ajor program  using the r isk-based audit  approach described in § _ _ _ .5 2 0  and, if not , the 
est im ated increm ental cost . The Federal agency shall then prom pt ly confirm  to the auditee 
whether it  wants the program  audited as a m ajor program . I f the program  is to be audited as 
a m ajor program  based upon this Federal agency request , and the Federal agency agrees to 
pay the full increm ental costs, then the auditee shall have the program  audited as a m ajor 
program . A pass- through ent ity m ay use the provisions of this paragraph for a subrecipient . 

§ _ _ _ .2 2 0  Frequency of audits. 

Except  for the provisions for biennial audits provided in paragraphs ( a)  and ( b)  of this 
sect ion, audits required by this part  shall be perform ed annually. Any biennial audit  shall 
cover both years within the biennial period. 

(a)  A State or local governm ent  that  is required by const itut ion or statute, in effect  on 
January 1, 1987, to undergo its audits less frequent ly than annually, is perm it ted to undergo 
its audits pursuant  to this part  biennially. This requirem ent  m ust  st ill be in effect  for the 
biennial period under audit . 

(b)  Any non-profit  organizat ion that  had biennial audits for all biennial periods ending between 
July 1, 1992, and January 1, 1995, is perm it ted to undergo its audits pursuant  to this part  
biennially. 

§ _ _ _ .2 2 5  Sanct ions. 

No audit  costs m ay be charged to Federal awards when audits required by this part  have not  
been m ade or have been m ade but  not  in accordance with this part . I n cases of cont inued 
inabilit y or unwillingness to have an audit  conducted in accordance with this part , Federal 
agencies and pass- through ent it ies shall take appropriate act ion using sanct ions such as:  

(a)  Withholding a percentage of Federal awards unt il the audit  is com pleted sat isfactor ily;  

(b)  Withholding or disallowing overhead costs;  

(c)  Suspending Federal awards unt il the audit  is conducted;  or 

(d)  Term inat ing the Federal award. 

§ _ _ _ .2 3 0  Audit  costs. 

(a)  Allow able costs.  Unless prohibited by law, the cost  of audits m ade in accordance with 
the provisions of this part  are allowable charges to Federal awards. The charges m ay be 
considered a direct  cost  or an allocated indirect  cost , as determ ined in accordance with the 
provisions of applicable OMB cost  pr inciples circulars, the Federal Acquisit ion Regulat ion (FAR)  
(48 CFR parts 30 and 31) , or other applicable cost  pr inciples or regulat ions. 

(b)  Unallow able costs.  A non-Federal ent ity shall not  charge the following to a Federal 
award:  

(1)  The cost  of any audit  under the Single Audit  Act  Am endm ents of 1996 (31 U.S.C. 7501 et  
seq .)  not  conducted in accordance with this part . 

(2)  The cost  of audit ing a non-Federal ent ity which has Federal awards expended of less than 
$300,000 ($500,000 for fiscal years ending after Decem ber 31, 2003)  per year and is thereby 
exem pted under § _ _ _ .2 0 0 ( d)  from  having an audit  conducted under this part . However, this 
does not  prohibit  a pass- through ent ity from  charging Federal awards for the cost  of lim ited 
scope audits to m onitor its subrecipients in accordance with § _ _ _ .4 0 0 ( d) ( 3 ) ,  provided the 
subrecipient  does not  have a single audit . For purposes of this part , lim ited scope audits only 
include agreed-upon procedures engagem ents conducted in accordance with either the 
AI CPA's generally accepted audit ing standards or at testat ion standards, that  are paid for and 
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arranged by a pass- through ent ity and address only one or m ore of the following types of 
com pliance requirem ents:  act ivit ies allowed or unallowed;  allowable costs/ cost  pr inciples;  
eligibilit y;  m atching, level of effort , earm arking;  and, report ing. 

§ _ _ _ .2 3 5  Program - specific audits. 

(a)  Program - specific audit  guide available .  I n m any cases, a program -specific audit  guide 
will be available to provide specific guidance to the auditor with respect  to internal cont rol, 
com pliance requirem ents, suggested audit  procedures, and audit  report ing requirem ents. The 
auditor should contact  the Office of I nspector General of the Federal agency to determ ine 
whether such a guide is available. When a current  program -specific audit  guide is available, 
the auditor shall follow GAGAS and the guide when perform ing a program -specific audit . 

(b)  Program - specific audit  guide not  available .  (1)  When a program -specific audit  guide 
is not  available, the auditee and auditor shall have basically the sam e responsibilit ies for the 
Federal program  as they would have for an audit  of a m ajor program  in a single audit . 

(2)  The auditee shall prepare the financial statem ent (s)  for the Federal program  that  includes, 
at  a m inim um , a schedule of expenditures of Federal awards for the program  and notes that  
describe the significant  account ing policies used in preparing the schedule, a sum m ary 
schedule of pr ior audit  findings consistent  with the requirem ents of § _ _ _ .3 1 5 ( b) ,  and a 
correct ive act ion plan consistent  with the requirem ents of § _ _ _ .3 1 5 ( c) .  

(3)  The auditor shall:  

( i)  Perform  an audit  of the financial statem ent (s)  for the Federal program  in 
accordance with GAGAS;  

( ii)  Obtain an understanding of internal cont rol and perform  tests of internal 
cont rol over the Federal program  consistent  with the requirem ents of § _ _ _ .5 0 0
( c)  for a m ajor program ;  

( iii)  Perform  procedures to determ ine whether the auditee has com plied with 
laws, regulat ions, and the provisions of cont racts or grant  agreem ents that  could 
have a direct  and m aterial effect  on the Federal program  consistent  with the 
requirem ents of § _ _ _ .5 0 0 ( d)  for a m ajor program ;  and 

( iv)  Follow up on prior audit  findings, perform  procedures to assess the 
reasonableness of the sum m ary schedule of pr ior audit  findings prepared by the 
auditee, and report , as a current  year audit  finding, when the auditor concludes 
that  the sum m ary schedule of pr ior audit  findings m aterially m isrepresents the 
status of any pr ior audit  finding in accordance with the requirem ents of § _ _ _ .5 0 0
( e) .  

(4)  The auditor 's report (s)  m ay be in the form  of either com bined or separate reports and 
m ay be organized different ly from  the m anner presented in this sect ion. The auditor 's report
(s)  shall state that  the audit  was conducted in accordance with this part  and include the 
following:  

( i)  An opinion (or disclaim er of opinion)  as to whether the financial statem ent (s)  
of the Federal program  is presented fair ly in all m aterial respects in conform ity 
with the stated account ing policies;  

( ii)  A report  on internal cont rol related to the Federal program , which shall 
describe the scope of test ing of internal cont rol and the results of the tests;  

( iii)  A report  on com pliance which includes an opinion (or disclaim er of opinion)  as 
to whether the auditee com plied with laws, regulat ions, and the provisions of 
cont racts or grant  agreem ents which could have a direct  and m aterial effect  on 
the Federal program ;  and 

( iv)  A schedule of findings and quest ioned costs for the Federal program  that  
includes a sum m ary of the auditor 's results relat ive to the Federal program  in a 
form at  consistent  with § _ _ _ .5 0 5 ( d) ( 1 )  and findings and quest ioned costs 

http://www.whitehouse.gov/omb/circulars/a133/a133.html (11 of 28)1/20/2006 9:28:23 AM



Circular No. A-133 -- Audits of States, Local Governments, and Non-Profit Organizations

consistent  with the requirem ents of § _ _ _ .5 0 5 ( d) ( 3 ) .  

( c)  Report  subm ission for  program - specific audits.  

(1)  The audit  shall be com pleted and the report ing required by paragraph ( c) ( 2 )  or ( c) ( 3 )  of 
this sect ion subm it ted within the earlier of 30 days after receipt  of the auditor 's report (s) , or 
nine m onths after the end of the audit  period, unless a longer period is agreed to in advance 
by the Federal agency that  provided the funding or a different  period is specified in a program -
specific audit  guide. (However, for fiscal years beginning on or before June 30, 1998, the 
audit  shall be com pleted and the required report ing shall be subm it ted within the earlier of 30 
days after receipt  of the auditor 's report (s) , or 13 m onths after the end of the audit  period, 
unless a different  period is specified in a program -specific audit  guide.)  Unless rest r icted by 
law or regulat ion, the auditee shall m ake report  copies available for public inspect ion. 

(2)  When a program -specific audit  guide is available, the auditee shall subm it  to the Federal 
clearinghouse designated by OMB the data collect ion form  prepared in accordance with 
§ _ _ _ .3 2 0 ( b) ,  as applicable to a program -specific audit , and the report ing required by the 
program -specific audit  guide to be retained as an archival copy. Also, the auditee shall subm it  
to the Federal awarding agency or pass- through ent ity the report ing required by the program -
specific audit  guide. 

(3)  When a program -specific audit  guide is not  available, the report ing package for a program -
specific audit  shall consist  of the financial statem ent (s)  of the Federal program , a sum m ary 
schedule of pr ior audit  findings, and a correct ive act ion plan as described in paragraph ( b) ( 2 )  
of this sect ion, and the auditor 's report (s)  described in paragraph ( b) ( 4 )  of this sect ion. The 
data collect ion form  prepared in accordance with § _ _ _ .3 2 0 ( b) ,  as applicable to a program -
specific audit , and one copy of this report ing package shall be subm it ted to the Federal 
clearinghouse designated by OMB to be retained as an archival copy. Also, when the schedule 
of findings and quest ioned costs disclosed audit  findings or the sum m ary schedule of pr ior 
audit  findings reported the status of any audit  findings, the auditee shall subm it  one copy of 
the report ing package to the Federal clearinghouse on behalf of the Federal awarding agency, 
or direct ly to the pass- through ent ity in the case of a subrecipient . I nstead of subm it t ing the 
report ing package to the pass- through ent ity, when a subrecipient  is not  required to subm it  a 
report ing package to the pass- through ent ity, the subrecipient  shall provide writ ten 
not ificat ion to the pass- through ent ity, consistent  with the requirem ents of § _ _ _ .3 2 0 ( e) ( 2 ) .  
A subrecipient  m ay subm it  a copy of the report ing package to the pass- through ent ity to 
com ply with this not ificat ion requirem ent . 

(d)  Other sect ions of this part  m ay apply .  Program -specific audits are subject  to 
§ _ _ _ .1 0 0  through § _ _ _ .2 1 5 ( b) ,  § _ _ _ .2 2 0  through § _ _ _ .2 3 0 ,  § _ _ _ .3 0 0  through 
§ _ _ _ .3 0 5 ,  § _ _ _ .3 1 5 ,  § _ _ _ .3 2 0 ( f)  through § _ _ _ .3 2 0 ( j ) ,  § _ _ _ .4 0 0  through § _ _ _ .4 0 5 ,  
§ _ _ _ .5 1 0  through § _ _ _ .5 1 5 ,  and other referenced provisions of this part  unless cont rary to 
the provisions of this sect ion, a program -specific audit  guide, or program  laws and 
regulat ions. 
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 Subpart  C- -

Auditees 

§ _ _ _ .3 0 0  Auditee responsibilit ies. 

The auditee shall:  

(a)  I dent ify, in its accounts, all Federal awards received and expended and the Federal 
program s under which they were received. Federal program  and award ident ificat ion shall 
include, as applicable, the CFDA t it le and num ber, award num ber and year, nam e of the 
Federal agency, and nam e of the pass- through ent ity. 

(b)  Maintain internal cont rol over Federal program s that  provides reasonable assurance that  
the auditee is m anaging Federal awards in com pliance with laws, regulat ions, and the 
provisions of cont racts or grant  agreem ents that  could have a m aterial effect  on each of its 
Federal program s. 
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(c)  Com ply with laws, regulat ions, and the provisions of cont racts or grant  agreem ents related 
to each of its Federal program s. 

(d)  Prepare appropriate financial statem ents, including the schedule of expenditures of 
Federal awards in accordance with § _ _ _ .3 1 0 .  

(e)  Ensure that  the audits required by this part  are properly perform ed and subm it ted when 
due. When extensions to the report  subm ission due date required by § _ _ _ .3 2 0 ( a)  are 
granted by the cognizant  or oversight  agency for audit , prom pt ly not ify the Federal 
clearinghouse designated by OMB and each pass- through ent ity providing Federal awards of 
the extension. 

( f)  Follow up and take correct ive act ion on audit  findings, including preparat ion of a sum m ary 
schedule of pr ior audit  findings and a correct ive act ion plan in accordance with § _ _ _ .3 1 5 ( b)  
and § _ _ _ .3 1 5 ( c) ,  respect ively. 

§ _ _ _ .3 0 5  Auditor select ion. 

(a)  Auditor procurem ent .  I n procuring audit  services, auditees shall follow the procurem ent  
standards prescribed by the Grants Managem ent  Com m on Rule (hereinafter referred to as the 
"A-102 Com m on Rule")  published March 11, 1988 and am ended April 19, 1995 [ insert  
appropriate CFR citat ion] , Circular A-110, "Uniform  Adm inist rat ive Requirem ents for Grants 
and Agreem ents with I nst itut ions of Higher Educat ion, Hospitals and Other Non-Profit  
Organizat ions,"  or the FAR (48 CFR part  42) , as applicable (OMB Circulars are available from  
the Office of Adm inist rat ion, Publicat ions Office, room  2200, New Execut ive Office Building, 
Washington, DC 20503) . Whenever possible, auditees shall m ake posit ive efforts to ut ilize 
sm all businesses, m inority-owned firm s, and wom en's business enterprises, in procuring audit  
services as stated in the A-102 Com m on Rule, OMB Circular A-110, or the FAR (48 CFR part  
42) , as applicable. I n request ing proposals for audit  services, the object ives and scope of the 
audit  should be m ade clear. Factors to be considered in evaluat ing each proposal for audit  
services include the responsiveness to the request  for proposal, relevant  experience, 
availabilit y of staff with professional qualificat ions and technical abilit ies, the results of 
external quality cont rol reviews, and price. 

(b)  Restr ict ion on auditor preparing indirect  cost  proposals.  An auditor who prepares 
the indirect  cost  proposal or cost  allocat ion plan m ay not  also be selected to perform  the audit  
required by this part  when the indirect  costs recovered by the auditee during the pr ior year 
exceeded $1 m illion. This rest r ict ion applies to the base year used in the preparat ion of the 
indirect  cost  proposal or cost  allocat ion plan and any subsequent  years in which the result ing 
indirect  cost  agreem ent  or cost  allocat ion plan is used to recover costs. To m inim ize any 
disrupt ion in exist ing cont racts for audit  services, this paragraph applies to audits of fiscal 
years beginning after June 30, 1998. 

(c)  Use of Federal auditors.  Federal auditors m ay perform  all or part  of the work required 
under this part  if they com ply fully with the requirem ents of this part . 

§ _ _ _ .3 1 0  Financial statem ents. 

(a)  Financial statem ents.  The auditee shall prepare financial statem ents that  reflect  its 
financial posit ion, results of operat ions or changes in net  assets, and, where appropriate, cash 
flows for the fiscal year audited. The financial statem ents shall be for the sam e organizat ional 
unit  and fiscal year that  is chosen to m eet  the requirem ents of this part . However, 
organizat ion-wide financial statem ents m ay also include departm ents, agencies, and other 
organizat ional units that  have separate audits in accordance with § _ _ _ .5 0 0 ( a)  and prepare 
separate financial statem ents. 

(b)  Schedule of expenditures of Federal aw ards.  The auditee shall also prepare a 
schedule of expenditures of Federal awards for the period covered by the auditee's financial 
statem ents. While not  required, the auditee m ay choose to provide inform at ion requested by 
Federal awarding agencies and pass- through ent it ies to m ake the schedule easier to use. For 
exam ple, when a Federal program  has m ult iple award years, the auditee m ay list  the am ount  
of Federal awards expended for each award year separately. At  a m inim um , the schedule 
shall:  

(1)  List  individual Federal program s by Federal agency. For Federal program s included in a 
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cluster of program s, list  individual Federal program s within a cluster of program s. For R&D, 
total Federal awards expended shall be shown either by individual award or by Federal agency 
and m ajor subdivision within the Federal agency. For exam ple, the Nat ional I nst itutes of 
Health is a m ajor subdivision in the Departm ent  of Health and Hum an Services. 

(2)  For Federal awards received as a subrecipient , the nam e of the pass- through ent ity and 
ident ifying num ber assigned by the pass- through ent ity shall be included. 

(3)  Provide total Federal awards expended for each individual Federal program  and the CFDA 
num ber or other ident ifying num ber when the CFDA inform at ion is not  available. 

(4)  I nclude notes that  describe the significant  account ing policies used in preparing the 
schedule. 

(5)  To the extent  pract ical, pass- through ent it ies should ident ify in the schedule the total 
am ount  provided to subrecipients from  each Federal program . 

(6)  I nclude, in either the schedule or a note to the schedule, the value of the Federal awards 
expended in the form  of non-cash assistance, the am ount  of insurance in effect  during the 
year, and loans or loan guarantees outstanding at  year end. While not  required, it  is 
preferable to present  this inform at ion in the schedule. 

§ _ _ _ .3 1 5  Audit  findings follow - up. 

(a)  General.  The auditee is responsible for follow-up and correct ive act ion on all audit  
findings. As part  of this responsibilit y, the auditee shall prepare a sum m ary schedule of pr ior 
audit  findings. The auditee shall also prepare a correct ive act ion plan for current  year audit  
findings. The sum m ary schedule of pr ior audit  findings and the correct ive act ion plan shall 
include the reference num bers the auditor assigns to audit  findings under § _ _ _ .5 1 0 ( c) .  
Since the sum m ary schedule m ay include audit  findings from  m ult iple years, it  shall include 
the fiscal year in which the finding init ially occurred. 

(b)  Sum m ary schedule of pr ior  audit  findings.  The sum m ary schedule of pr ior audit  
findings shall report  the status of all audit  findings included in the pr ior audit 's schedule of 
findings and quest ioned costs relat ive to Federal awards. The sum m ary schedule shall also 
include audit  findings reported in the pr ior audit 's sum m ary schedule of pr ior audit  findings 
except  audit  findings listed as corrected in accordance with paragraph ( b) ( 1 )  of this sect ion, 
or no longer valid or not  warrant ing further act ion in accordance with paragraph ( b) ( 4 )  of 
this sect ion. 

(1)  When audit  findings were fully corrected, the sum m ary schedule need only list  the audit  
findings and state that  correct ive act ion was taken. 

(2)  When audit  findings were not  corrected or were only part ially corrected, the sum m ary 
schedule shall describe the planned correct ive act ion as well as any part ial correct ive act ion 
taken. 

(3)  When correct ive act ion taken is significant ly different  from  correct ive act ion previously 
reported in a correct ive act ion plan or in the Federal agency's or pass- through ent ity 's 
m anagem ent  decision, the sum m ary schedule shall provide an explanat ion. 

(4)  When the auditee believes the audit  findings are no longer valid or do not  warrant  further 
act ion, the reasons for this posit ion shall be described in the sum m ary schedule. A valid 
reason for considering an audit  finding as not  warrant ing further act ion is that  all of the 
following have occurred:  

( i)  Two years have passed since the audit  report  in which the finding occurred 
was subm it ted to the Federal clearinghouse;  

( ii)  The Federal agency or pass- through ent ity is not  current ly following up with 
the auditee on the audit  finding;  and 

( iii)  A m anagem ent  decision was not  issued. 
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(c)  Correct ive act ion plan .  At  the com plet ion of the audit , the auditee shall prepare a 
correct ive act ion plan to address each audit  finding included in the current  year auditor 's 
reports. The correct ive act ion plan shall provide the nam e(s)  of the contact  person(s)  
responsible for correct ive act ion, the correct ive act ion planned, and the ant icipated com plet ion 
date. I f the auditee does not  agree with the audit  findings or believes correct ive act ion is not  
required, then the correct ive act ion plan shall include an explanat ion and specific reasons. 

§ _ _ _ .3 2 0  Report  subm ission. 

(a)  General.  The audit  shall be com pleted and the data collect ion form  described in 
paragraph ( b)  of this sect ion and report ing package described in paragraph ( c)  of this sect ion 
shall be subm it ted within the earlier of 30 days after receipt  of the auditor 's report (s) , or nine 
m onths after the end of the audit  period, unless a longer period is agreed to in advance by 
the cognizant  or oversight  agency for audit . (However, for fiscal years beginning on or before 
June 30, 1998, the audit  shall be com pleted and the data collect ion form  and report ing 
package shall be subm it ted within the earlier of 30 days after receipt  of the auditor 's report
(s) , or 13 m onths after the end of the audit  period.)  Unless rest r icted by law or regulat ion, the 
auditee shall m ake copies available for public inspect ion. 

(b)  Data Collect ion .  (1)  The auditee shall subm it  a data collect ion form  which states whether 
the audit  was com pleted in accordance with this part  and provides inform at ion about  the 
auditee, its Federal program s, and the results of the audit . The form  shall be approved by 
OMB, available from  the Federal clearinghouse designated by OMB, and include data elem ents 
sim ilar to those presented in this paragraph. A senior level representat ive of the auditee (e.g., 
State cont roller, director of finance, chief execut ive officer, or chief financial officer)  shall sign 
a statem ent  to be included as part  of the form  cert ify ing that :  the auditee com plied with the 
requirem ents of this part , the form  was prepared in accordance with this part  (and the 
inst ruct ions accom panying the form ) , and the inform at ion included in the form , in its ent irety, 
are accurate and com plete. 

(2)  The data collect ion form  shall include the following data elem ents:  

( i)  The type of report  the auditor issued on the financial statem ents of the auditee 
( i.e., unqualified opinion, qualified opinion, adverse opinion, or disclaim er of 
opinion) . 

( ii)  Where applicable, a statem ent  that  reportable condit ions in internal cont rol 
were disclosed by the audit  of the financial statem ents and whether any such 
condit ions were m aterial weaknesses. 

( iii)  A statem ent  as to whether the audit  disclosed any noncom pliance which is 
m aterial to the financial statem ents of the auditee. 

( iv)  Where applicable, a statem ent  that  reportable condit ions in internal cont rol 
over m ajor program s were disclosed by the audit  and whether any such 
condit ions were m aterial weaknesses. 

(v)  The type of report  the auditor issued on com pliance for m ajor program s ( i.e., 
unqualified opinion, qualified opinion, adverse opinion, or disclaim er of opinion) . 

(vi)  A list  of the Federal awarding agencies which will receive a copy of the 
report ing package pursuant  to § _ _ _ .3 2 0 ( d) ( 2 )  of OMB Circular A-133. 

(vii)  A yes or no statem ent  as to whether the auditee qualified as a low- r isk 
auditee under § _ _ _ .5 3 0  of OMB Circular A-133. 

(viii)  The dollar threshold used to dist inguish between Type A and Type B 
program s as defined in § _ _ _ .5 2 0 ( b)  of OMB Circular A-133. 

( ix)  The Catalog of Federal Dom est ic Assistance  (CFDA)  num ber for each 
Federal program , as applicable. 

(x)  The nam e of each Federal program  and ident ificat ion of each m ajor program . 
I ndividual program s within a cluster of program s should be listed in the sam e 
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level of detail as they are listed in the schedule of expenditures of Federal 
awards. 

(xi)  The am ount  of expenditures in the schedule of expenditures of Federal 
awards associated with each Federal program . 

(xii)  For each Federal program , a yes or no statem ent  as to whether there are 
audit  findings in each of the following types of com pliance requirem ents and the 
total am ount  of any quest ioned costs:  

(A)  Act ivit ies allowed or unallowed. 

(B)  Allowable costs/ cost  pr inciples. 

(C)  Cash m anagem ent . 

(D)  Davis-Bacon Act . 

(E)  Eligibilit y. 

(F)  Equipm ent  and real property m anagem ent . 

(G)  Matching, level of effort , earm arking. 

(H)  Period of availabilit y of Federal funds. 

( I )  Procurem ent  and suspension and debarm ent . 

(J)  Program  incom e. 

(K)  Real property acquisit ion and relocat ion assistance. 

(L)  Report ing. 

(M)  Subrecipient  m onitor ing. 

(N)  Special tests and provisions. 

(xiii)  Auditee Nam e, Em ployer I dent ificat ion Num ber(s) , Nam e and Tit le of 
Cert ifying Official, Telephone Num ber, Signature, and Date. 

(xiv)  Auditor Nam e, Nam e and Tit le of Contact  Person, Auditor Address, Auditor 
Telephone Num ber, Signature, and Date. 

(xv)  Whether the auditee has either a cognizant  or oversight  agency for audit . 

(xvi)  The nam e of the cognizant  or oversight  agency for audit  determ ined in 
accordance with § _ _ _ .4 0 0 ( a)  and § _ _ _ .4 0 0 ( b) ,  respect ively. 

(3)  Using the inform at ion included in the report ing package described in paragraph ( c)  of this 
sect ion, the auditor shall com plete the applicable sect ions of the form . The auditor shall sign a 
statem ent  to be included as part  of the data collect ion form  that  indicates, at  a m inim um , the 
source of the inform at ion included in the form , the auditor 's responsibilit y for the inform at ion, 
that  the form  is not  a subst itute for the report ing package described in paragraph ( c)  of this 
sect ion, and that  the content  of the form  is lim ited to the data elem ents prescribed by OMB. 

(c)  Report ing package .  The report ing package shall include the:  

(1)  Financial statem ents and schedule of expenditures of Federal awards discussed in 
§ _ _ _ .3 1 0 ( a)  and § _ _ _ .3 1 0 ( b) ,  respect ively;  

(2)  Sum m ary schedule of pr ior audit  findings discussed in § _ _ _ .3 1 5 ( b) ;  
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(3)  Auditor 's report (s)  discussed in § _ _ _ .5 0 5 ;  and 

(4)  Correct ive act ion plan discussed in § _ _ _ .3 1 5 ( c) .  

(d)  Subm ission to clearinghouse .  All auditees shall subm it  to the Federal clearinghouse 
designated by OMB the data collect ion form  described in paragraph ( b)  of this sect ion and 
one copy of the report ing package described in paragraph ( c)  of this sect ion for:  

(1)  The Federal clearinghouse to retain as an archival copy;  and 

(2)  Each Federal awarding agency when the schedule of findings and quest ioned costs 
disclosed audit  findings relat ing to Federal awards that  the Federal awarding agency provided 
direct ly or the sum m ary schedule of pr ior audit  findings reported the status of any audit  
findings relat ing to Federal awards that  the Federal awarding agency provided direct ly. 

(e)  Addit ional subm ission by subrecipients.  (1)  I n addit ion to the requirem ents discussed 
in paragraph ( d)  of this sect ion, auditees that  are also subrecipients shall subm it  to each pass-
through ent ity one copy of the report ing package described in paragraph ( c)  of this sect ion 
for each pass- through ent ity when the schedule of findings and quest ioned costs disclosed 
audit  findings relat ing to Federal awards that  the pass- through ent ity provided or the 
sum m ary schedule of pr ior audit  findings reported the status of any audit  findings relat ing to 
Federal awards that  the pass- through ent ity provided. 

(2)  I nstead of subm it t ing the report ing package to a pass- through ent ity, when a subrecipient  
is not  required to subm it  a report ing package to a pass- through ent ity pursuant  to paragraph 
( e) ( 1 )  of this sect ion, the subrecipient  shall provide writ ten not ificat ion to the pass- through 
ent ity that :  an audit  of the subrecipient  was conducted in accordance with this part  ( including 
the period covered by the audit  and the nam e, am ount , and CFDA num ber of the Federal 
award(s)  provided by the pass- through ent ity) ;  the schedule of findings and quest ioned costs 
disclosed no audit  findings relat ing to the Federal award(s)  that  the pass- through ent ity 
provided;  and, the sum m ary schedule of pr ior audit  findings did not  report  on the status of 
any audit  findings relat ing to the Federal award(s)  that  the pass- through ent ity provided. A 
subrecipient  m ay subm it  a copy of the report ing package described in paragraph ( c)  of this 
sect ion to a pass- through ent ity to com ply with this not ificat ion requirem ent . 

( f)  Requests for  report  copies.  I n response to requests by a Federal agency or pass-
through ent ity, auditees shall subm it  the appropriate copies of the report ing package 
described in paragraph ( c)  of this sect ion and, if requested, a copy of any m anagem ent  
let ters issued by the auditor. 

(g)  Report  retent ion requirem ents.  Auditees shall keep one copy of the data collect ion 
form  described in paragraph ( b)  of this sect ion and one copy of the report ing package 
described in paragraph ( c)  of this sect ion on file for three years from  the date of subm ission 
to the Federal clearinghouse designated by OMB. Pass- through ent it ies shall keep 
subrecipients' subm issions on file for three years from  date of receipt . 

(h)  Clearinghouse responsibilit ies.  The Federal clearinghouse designated by OMB shall 
dist r ibute the report ing packages received in accordance with paragraph ( d) ( 2 )  of this 
sect ion and § _ _ _ .2 3 5 ( c) ( 3 )  to applicable Federal awarding agencies, m aintain a data base 
of com pleted audits, provide appropriate inform at ion to Federal agencies, and follow up with 
known auditees which have not  subm it ted the required data collect ion form s and report ing 
packages. 

( i)  Clearinghouse address.  The address of the Federal clearinghouse current ly designated 
by OMB is Federal Audit  Clearinghouse, Bureau of the Census, 1201 E. 10th St reet , 
Jeffersonville, I N 47132. 

( j )  Electronic filing .  Nothing in this part  shall preclude elect ronic subm issions to the Federal 
clearinghouse in such m anner as m ay be approved by OMB. With OMB approval, the Federal 
clearinghouse m ay pilot  test  m ethods of elect ronic subm issions. 
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Subpart  D- -
Federal Agencies and Pass- Through Ent it ies 

§ _ _ _ .4 0 0  Responsibilit ies. 

(a)  Cognizant  agency for  audit  responsibilit ies.  Recipients expending m ore than $25 
m illion ($50 m illion for fiscal years ending after Decem ber 31, 2003)  a year in Federal awards 
shall have a cognizant  agency for audit . The designated cognizant  agency for audit  shall be 
the Federal awarding agency that  provides the predom inant  am ount  of direct  funding to a 
recipient  unless OMB m akes a specific cognizant  agency for audit  assignm ent . 

Following is effect ive for fiscal years ending on or before Decem ber 31, 2003:  To 
provide for cont inuity of cognizance, the determ inat ion of the predom inant  
am ount  of direct  funding shall be based upon direct  Federal awards expended in 
the recipient 's fiscal years ending in 1995, 2000, 2005, and every fifth year 
thereafter. For exam ple, audit  cognizance for periods ending in 1997 through 
2000 will be determ ined based on Federal awards expended in 1995. (However, 
for States and local governm ents that  expend m ore than $25 m illion a year in 
Federal awards and have previously assigned cognizant  agencies for audit , the 
requirem ents of this paragraph are not  effect ive unt il fiscal years beginning after 
June 30, 2000.)  

Following is effect ive for fiscal years ending after Decem ber 31, 2003:  The 
determ inat ion of the predom inant  am ount  of direct  funding shall be based upon 
direct  Federal awards expended in the recipient 's fiscal years ending in 2004, 
2009, 2014, and every fifth year thereafter. For exam ple, audit  cognizance for 
periods ending in 2006 through 2010 will be determ ined based on Federal awards 
expended in 2004. (However, for 2001 through 2005, the cognizant  agency for 
audit  is determ ined based on the predom inant  am ount  of direct  Federal awards 
expended in the recipent 's fiscal year ending in 2000) .

Notwithstanding the m anner in which audit  cognizance is determ ined, a Federal awarding 
agency with cognizance for an auditee m ay reassign cognizance to another Federal awarding 
agency which provides substant ial direct  funding and agrees to be the cognizant  agency for 
audit . Within 30 days after any reassignm ent , both the old and the new cognizant  agency for 
audit  shall not ify the auditee, and, if known, the auditor of the reassignm ent . The cognizant  
agency for audit  shall:  

(1)  Provide technical audit  advice and liaison to auditees and auditors. 

(2)  Consider auditee requests for extensions to the report  subm ission due date required by 
§ _ _ _ .3 2 0 ( a) .  The cognizant  agency for audit  m ay grant  extensions for good cause. 

(3)  Obtain or conduct  quality cont rol reviews of selected audits m ade by non-Federal auditors, 
and provide the results, when appropriate, to other interested organizat ions. 

(4)  Prom pt ly inform  other affected Federal agencies and appropriate Federal law enforcem ent  
officials of any direct  report ing by the auditee or its auditor of irregular it ies or illegal acts, as 
required by GAGAS or laws and regulat ions. 

(5)  Advise the auditor and, where appropriate, the auditee of any deficiencies found in the 
audits when the deficiencies require correct ive act ion by the auditor. When advised of 
deficiencies, the auditee shall work with the auditor to take correct ive act ion. I f correct ive 
act ion is not  taken, the cognizant  agency for audit  shall not ify the auditor, the auditee, and 
applicable Federal awarding agencies and pass- through ent it ies of the facts and m ake 
recom m endat ions for follow-up act ion. Major inadequacies or repet it ive substandard 
perform ance by auditors shall be referred to appropriate State licensing agencies and 
professional bodies for disciplinary act ion. 

(6)  Coordinate, to the extent  pract ical, audits or reviews m ade by or for Federal agencies that  
are in addit ion to the audits m ade pursuant  to this part , so that  the addit ional audits or 
reviews build upon audits perform ed in accordance with this part . 

(7)  Coordinate a m anagem ent  decision for audit  findings that  affect  the Federal program s of 
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m ore than one agency. 

(8)  Coordinate the audit  work and report ing responsibilit ies am ong auditors to achieve the 
m ost  cost -effect ive audit . 

(9)  For biennial audits perm it ted under § _ _ _ .2 2 0 ,  consider auditee requests to qualify as a 
low- r isk auditee under § _ _ _ .5 3 0 ( a) .  

(b)  Oversight  agency for  audit  responsibilit ies.  An auditee which does not  have a 
designated cognizant  agency for audit  will be under the general oversight  of the Federal 
agency determ ined in accordance with § _ _ _ .1 0 5 .  The oversight  agency for audit :  

(1)  Shall provide technical advice to auditees and auditors as requested. 

(2)  May assum e all or som e of the responsibilit ies norm ally perform ed by a cognizant  agency 
for audit . 

(c)  Federal aw arding agency responsibilit ies.  The Federal awarding agency shall perform  
the following for the Federal awards it  m akes:  

(1)  I dent ify Federal awards m ade by inform ing each recipient  of the CFDA t it le and num ber, 
award nam e and num ber, award year, and if the award is for R&D. When som e of this 
inform at ion is not  available, the Federal agency shall provide inform at ion necessary to clearly 
describe the Federal award. 

(2)  Advise recipients of requirem ents im posed on them  by Federal laws, regulat ions, and the 
provisions of cont racts or grant  agreem ents. 

(3)  Ensure that  audits are com pleted and reports are received in a t im ely m anner and in 
accordance with the requirem ents of this part . 

(4)  Provide technical advice and counsel to auditees and auditors as requested. 

(5)  I ssue a m anagem ent  decision on audit  findings within six m onths after receipt  of the audit  
report  and ensure that  the recipient  takes appropriate and t im ely correct ive act ion. 

(6)  Assign a person responsible for providing annual updates of the com pliance supplem ent  to 
OMB. 

(d)  Pass- through ent ity responsibilit ies.  A pass- through ent ity shall perform  the following 
for the Federal awards it  m akes:  

(1)  I dent ify Federal awards m ade by inform ing each subrecipient  of CFDA t it le and num ber, 
award nam e and num ber, award year, if the award is R&D, and nam e of Federal agency. 
When som e of this inform at ion is not  available, the pass- through ent ity shall provide the best  
inform at ion available to describe the Federal award. 

(2)  Advise subrecipients of requirem ents im posed on them  by Federal laws, regulat ions, and 
the provisions of cont racts or grant  agreem ents as well as any supplem ental requirem ents 
im posed by the pass- through ent ity. 

(3)  Monitor the act ivit ies of subrecipients as necessary to ensure that  Federal awards are used 
for authorized purposes in com pliance with laws, regulat ions, and the provisions of cont racts 
or grant  agreem ents and that  perform ance goals are achieved. 

(4)  Ensure that  subrecipients expending $300,000 ($500,000 for fiscal years ending after 
Decem ber 31, 2003)  or m ore in Federal awards during the subrecipient 's fiscal year have m et  
the audit  requirem ents of this part  for that  fiscal year. 

(5)  I ssue a m anagem ent  decision on audit  findings within six m onths after receipt  of the 
subrecipient 's audit  report  and ensure that  the subrecipient  takes appropriate and t im ely 
correct ive act ion. 
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(6)  Consider whether subrecipient  audits necessitate adjustm ent  of the pass- through ent ity 's 
own records. 

(7)  Require each subrecipient  to perm it  the pass- through ent ity and auditors to have access 
to the records and financial statem ents as necessary for the pass- through ent ity to com ply 
with this part . 

§ _ _ _ .4 0 5  Managem ent  decision. 

(a)  General.  The m anagem ent  decision shall clearly state whether or not  the audit  finding is 
sustained, the reasons for the decision, and the expected auditee act ion to repay disallowed 
costs, m ake financial adjustm ents, or take other act ion. I f the auditee has not  com pleted 
correct ive act ion, a t im etable for follow-up should be given. Prior to issuing the m anagem ent  
decision, the Federal agency or pass- through ent ity m ay request  

addit ional inform at ion or docum entat ion from  the auditee, including a request  for auditor 
assurance related to the docum entat ion, as a way of m it igat ing disallowed costs. The 
m anagem ent  decision should describe any appeal process available to the auditee. 

(b)  Federal agency .  As provided in § _ _ _ .4 0 0 ( a) ( 7 ) ,  the cognizant  agency for audit  shall be 
responsible for coordinat ing a m anagem ent  decision for audit  findings that  affect  the 
program s of m ore than one Federal agency. As provided in § _ _ _ .4 0 0 ( c) ( 5 ) ,  a Federal 
awarding agency is responsible for issuing a m anagem ent  decision for findings that  relate to 
Federal awards it  m akes to recipients. Alternate arrangem ents m ay be m ade on a case-by-
case basis by agreem ent  am ong the Federal agencies concerned. 

(c)  Pass- through ent ity .  As provided in § _ _ _ .4 0 0 ( d) ( 5 ) ,  the pass- through ent ity shall be 
responsible for m aking the m anagem ent  decision for audit  findings that  relate to Federal 
awards it  m akes to subrecipients. 

(d)  Tim e requirem ents.  The ent ity responsible for m aking the m anagem ent  decision shall do 
so within six m onths of receipt  of the audit  report . Correct ive act ion should be init iated within 
six m onths after receipt  of the audit  report  and proceed as rapidly as possible. 

(e)  Reference num bers.  Managem ent  decisions shall include the reference num bers the 
auditor assigned to each audit  finding in accordance with § _ _ _ .5 1 0 ( c) .  
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Subpart  E- -
Auditors 

§ _ _ _ .5 0 0  Scope of audit . 

(a)  General.  The audit  shall be conducted in accordance with GAGAS. The audit  shall cover 
the ent ire operat ions of the auditee;  or, at  the opt ion of the auditee, such audit  shall include a 
series of audits that  cover departm ents, agencies, and other organizat ional units which 
expended or otherwise adm inistered Federal awards during such fiscal year, provided that  
each such audit  shall encom pass the financial statem ents and schedule of expenditures of 
Federal awards for each such departm ent , agency, and other organizat ional unit , which shall 
be considered to be a non-Federal ent ity. The financial statem ents and schedule of 
expenditures of Federal awards shall be for the sam e fiscal year. 

(b)  Financial statem ents.  The auditor shall determ ine whether the financial statem ents of 
the auditee are presented fair ly in all m aterial respects in conform ity with generally accepted 
account ing pr inciples. The auditor shall also determ ine whether the schedule of expenditures 
of Federal awards is presented fair ly in all m aterial respects in relat ion to the auditee's 
financial statem ents taken as a whole. 

(c)  I nternal control.  (1)  I n addit ion to the requirem ents of GAGAS, the auditor shall perform  
procedures to obtain an understanding of internal cont rol over Federal program s sufficient  to 
plan the audit  to support  a low assessed level of cont rol r isk for m ajor program s. 

(2)  Except  as provided in paragraph ( c) ( 3 )  of this sect ion, the auditor shall:  
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( i)  Plan the test ing of internal cont rol over m ajor program s to support  a low 
assessed level of cont rol r isk for the assert ions relevant  to the com pliance 
requirem ents for each m ajor program ;  and 

( ii)  Perform  test ing of internal cont rol as planned in paragraph ( c) ( 2 ) ( i)  of this 
sect ion. 

(3)  When internal cont rol over som e or all of the com pliance requirem ents for a m ajor 
program  are likely to be ineffect ive in prevent ing or detect ing noncom pliance, the planning 
and perform ing of test ing described in paragraph ( c) ( 2 )  of this sect ion are not  required for 
those com pliance requirem ents. However, the auditor shall report  a reportable condit ion 
( including whether any such condit ion is a m aterial weakness)  in accordance with § _ _ _ .5 1 0 ,  
assess the related cont rol r isk at  the m axim um , and consider whether addit ional com pliance 
tests are required because of ineffect ive internal cont rol. 

(d)  Com pliance .  (1)  I n addit ion to the requirem ents of GAGAS, the auditor shall determ ine 
whether the auditee has com plied with laws, regulat ions, and the provisions of cont racts or 
grant  agreem ents that  m ay have a direct  and m aterial effect  on each of its m ajor program s. 

(2)  The principal com pliance requirem ents applicable to m ost  Federal program s and the 
com pliance requirem ents of the largest  Federal program s are included in the com pliance 
supplem ent . 

(3)  For the com pliance requirem ents related to Federal program s contained in the com pliance 
supplem ent , an audit  of these com pliance requirem ents will m eet  the requirem ents of this 
part . Where there have been changes to the com pliance requirem ents and the changes are 
not  reflected in the com pliance supplem ent , the auditor shall determ ine the current  
com pliance requirem ents and m odify the audit  procedures accordingly. For those Federal 
program s not  covered in the com pliance supplem ent , the auditor should use the types of 
com pliance requirem ents contained in the com pliance supplem ent  as guidance for ident ifying 
the types of com pliance requirem ents to test , and determ ine the requirem ents governing the 
Federal program  by reviewing the provisions of cont racts and grant  agreem ents and the laws 
and regulat ions referred to in such cont racts and grant  agreem ents. 

(4)  The com pliance test ing shall include tests of t ransact ions and such other audit ing 
procedures necessary to provide the auditor sufficient  evidence to support  an opinion on 
com pliance. 

(e)  Audit  follow - up .  The auditor shall follow-up on prior audit  findings, perform  procedures 
to assess the reasonableness of the sum m ary schedule of pr ior audit  findings prepared by the 
auditee in accordance with § _ _ _ .3 1 5 ( b) ,  and report , as a current  year audit  finding, when 
the auditor concludes that  the sum m ary schedule of pr ior audit  findings m aterially 
m isrepresents the status of any pr ior audit  finding. The auditor shall perform  audit  follow-up 
procedures regardless of whether a pr ior audit  finding relates to a m ajor program  in the 
current  year. 

( f)  Data Collect ion Form .  As required in § _ _ _ .3 2 0 ( b) ( 3 ) ,  the auditor shall com plete and 
sign specified sect ions of the data collect ion form . 

§ _ _ _ .5 0 5  Audit  report ing. 

The auditor 's report (s)  m ay be in the form  of either com bined or separate reports and m ay be 
organized different ly from  the m anner presented in this sect ion. The auditor 's report (s)  shall 
state that  the audit  was conducted in accordance with this part  and include the following:  

(a)  An opinion (or disclaim er of opinion)  as to whether the financial statem ents are presented 
fair ly in all m aterial respects in conform ity with generally accepted account ing pr inciples and 
an opinion (or disclaim er of opinion)  as to whether the schedule of expenditures of Federal 
awards is presented fair ly in all m aterial respects in relat ion to the financial statem ents taken 
as a whole. 

(b)  A report  on internal cont rol related to the financial statem ents and m ajor program s. This 
report  shall describe the scope of test ing of internal cont rol and the results of the tests, and, 
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where applicable, refer to the separate schedule of findings and quest ioned costs described in 
paragraph ( d)  of this sect ion. 

(c)  A report  on com pliance with laws, regulat ions, and the provisions of cont racts or grant  
agreem ents, noncom pliance with which could have a m aterial effect  on the financial 
statem ents. This report  shall also include an opinion (or disclaim er of opinion)  as to whether 
the auditee com plied with laws, regulat ions, and the provisions of cont racts or grant  
agreem ents which could have a direct  and m aterial effect  on each m ajor program , and, where 
applicable, refer to the separate schedule of findings and quest ioned costs described in 
paragraph ( d)  of this sect ion. 

(d)  A schedule of findings and quest ioned costs which shall include the following three 
com ponents:  

(1)  A sum m ary of the auditor 's results which shall include:  

( i)  The type of report  the auditor issued on the financial statem ents of the auditee 
( i.e., unqualified opinion, qualified opinion, adverse opinion, or disclaim er of 
opinion) ;  

( ii)  Where applicable, a statem ent  that  reportable condit ions in internal cont rol 
were disclosed by the audit  of the financial statem ents and whether any such 
condit ions were m aterial weaknesses;  

( iii)  A statem ent  as to whether the audit  disclosed any noncom pliance which is 
m aterial to the financial statem ents of the auditee;  

( iv)  Where applicable, a statem ent  that  reportable condit ions in internal cont rol 
over m ajor program s were disclosed by the audit  and whether any such 
condit ions were m aterial weaknesses;  

(v)  The type of report  the auditor issued on com pliance for m ajor program s ( i.e., 
unqualified opinion, qualified opinion, adverse opinion, or disclaim er of opinion) ;  

(vi)  A statem ent  as to whether the audit  disclosed any audit  findings which the 
auditor is required to report  under § _ _ _ .5 1 0 ( a) ;  

( vii)  An ident ificat ion of m ajor program s;  

(viii)The dollar threshold used to dist inguish between Type A and Type B 
program s, as described in § _ _ _ .5 2 0 ( b) ;  and 

( ix)  A statem ent  as to whether the auditee qualified as a low- r isk auditee under 
§ _ _ _ .5 3 0 .  

(2)  Findings relat ing to the financial statem ents which are required to be reported in 
accordance with GAGAS. 

(3)  Findings and quest ioned costs for Federal awards which shall include audit  findings as 
defined in § _ _ _ .5 1 0 ( a) .  

( i)  Audit  findings (e.g., internal cont rol findings, com pliance findings, quest ioned 
costs, or fraud)  which relate to the sam e issue should be presented as a single 
audit  finding. Where pract ical, audit  findings should be organized by Federal 
agency or pass- through ent ity. 

( ii)  Audit  findings which relate to both the financial statem ents and Federal 
awards, as reported under paragraphs ( d) ( 2 )  and ( d) ( 3 )  of this sect ion, 
respect ively, should be reported in both sect ions of the schedule. However, the 
report ing in one sect ion of the schedule m ay be in sum m ary form  with a 
reference to a detailed report ing in the other sect ion of the schedule. 

§ _ _ _ .5 1 0  Audit  findings. 
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(a)  Audit  findings reported .  The auditor shall report  the following as audit  findings in a 
schedule of findings and quest ioned costs:  

(1)  Reportable condit ions in internal cont rol over m ajor program s. The auditor 's determ inat ion 
of whether a deficiency in internal cont rol is a reportable condit ion for the purpose of 
report ing an audit  finding is in relat ion to a type of com pliance requirem ent  for a m ajor 
program  or an audit  object ive ident ified in the com pliance supplem ent . The auditor shall 
ident ify reportable condit ions which are individually or cum ulat ively m aterial weaknesses. 

(2)  Material noncom pliance with the provisions of laws, regulat ions, cont racts, or grant  
agreem ents related to a m ajor program . The auditor 's determ inat ion of whether a 
noncom pliance with the provisions of laws, regulat ions, cont racts, or grant  agreem ents is 
m aterial for the purpose of report ing an audit  finding is in relat ion to a type of com pliance 
requirem ent  for a m ajor program  or an audit  object ive ident ified in the com pliance 
supplem ent . 

(3)  Known quest ioned costs which are greater than $10,000 for a type of com pliance 
requirem ent  for a m ajor program . Known quest ioned costs are those specifically ident ified by 
the auditor. I n evaluat ing the effect  of quest ioned costs on the opinion on com pliance, the 
auditor considers the best  est im ate of total costs quest ioned ( likely quest ioned costs) , not  just  
the quest ioned costs specifically ident ified (known quest ioned costs) . The auditor shall also 
report  known quest ioned costs when likely quest ioned costs are greater than $10,000 for a 
type of com pliance requirem ent  for a m ajor program . I n report ing quest ioned costs, the 
auditor shall include inform at ion to provide proper perspect ive for judging the prevalence and 
consequences of the quest ioned costs. 

(4)  Known quest ioned costs which are greater than $10,000 for a Federal program  which is 
not  audited as a m ajor program . Except  for audit  follow-up, the auditor is not  required under 
this part  to perform  audit  procedures for such a Federal program ;  therefore, the auditor will 
norm ally not  find quest ioned costs for a program  which is not  audited as a m ajor program . 
However, if the auditor does becom e aware of quest ioned costs for a Federal program  which is 
not  audited as a m ajor program  (e.g., as part  of audit  follow-up or other audit  procedures)  
and the known quest ioned costs are greater than $10,000, then the auditor shall report  this 
as an audit  finding. 

(5)  The circum stances concerning why the auditor 's report  on com pliance for m ajor program s 
is other than an unqualified opinion, unless such circum stances are otherwise reported as 
audit  findings in the schedule of findings and quest ioned costs for Federal awards. 

(6)  Known fraud affect ing a Federal award, unless such fraud is otherwise reported as an 
audit  finding in the schedule of findings and quest ioned costs for Federal awards. This 
paragraph does not  require the auditor to m ake an addit ional report ing when the auditor 
confirm s that  the fraud was reported outside of the auditor 's reports under the direct  
report ing requirem ents of GAGAS. 

(7)  I nstances where the results of audit  follow-up procedures disclosed that  the sum m ary 
schedule of pr ior audit  findings prepared by the auditee in accordance with § _ _ _ .3 1 5 ( b)  
m aterially m isrepresents the status of any pr ior audit  finding. 

(b)  Audit  finding detail.  Audit  findings shall be presented in sufficient  detail for the auditee 
to prepare a correct ive act ion plan and take correct ive act ion and for Federal agencies and 
pass- through ent it ies to arr ive at  a m anagem ent  decision. The following specific inform at ion 
shall be included, as applicable, in audit  findings:  

(1)  Federal program  and specific Federal award ident ificat ion including the CFDA t it le and 
num ber, Federal award num ber and year, nam e of Federal agency, and nam e of the 
applicable pass- through ent ity. When inform at ion, such as the CFDA t it le and num ber or 
Federal award num ber, is not  available, the auditor shall provide the best  inform at ion 
available to describe the Federal award. 

(2)  The cr iter ia or specific requirem ent  upon which the audit  finding is based, including 
statutory, regulatory, or other citat ion. 

(3)  The condit ion found, including facts that  support  the deficiency ident ified in the audit  
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finding. 

(4)  I dent ificat ion of quest ioned costs and how they were com puted. 

(5)  I nform at ion to provide proper perspect ive for judging the prevalence and consequences of 
the audit  findings, such as whether the audit  findings represent  an isolated instance or a 
system ic problem . Where appropriate, instances ident ified shall be related to the universe and 
the num ber of cases exam ined and be quant ified in term s of dollar value. 

(6)  The possible asserted effect  to provide sufficient  inform at ion to the auditee and Federal 
agency, or pass- through ent ity in the case of a subrecipient , to perm it  them  to determ ine the 
cause and effect  to facilitate prom pt  and proper correct ive act ion. 

(7)  Recom m endat ions to prevent  future occurrences of the deficiency ident ified in the audit  
finding. 

(8)  Views of responsible officials of the auditee when there is disagreem ent  with the audit  
findings, to the extent  pract ical. 

(c)  Reference num bers.  Each audit  finding in the schedule of findings and quest ioned costs 
shall include a reference num ber to allow for easy referencing of the audit  findings during 
follow-up. 

§ _ _ _ .5 1 5  Audit  w orking papers. 

(a)  Retent ion of w orking papers.  The auditor shall retain working papers and reports for a 
m inim um  of three years after the date of issuance of the auditor 's report (s)  to the auditee, 
unless the auditor is not ified in writ ing by the cognizant  agency for audit , oversight  agency for 
audit , or pass- through ent ity to extend the retent ion period. When the auditor is aware that  
the Federal awarding agency, pass- through ent ity, or auditee is contest ing an audit  finding, 
the auditor shall contact  the part ies contest ing the audit  finding for guidance prior to 
dest ruct ion of the working papers and reports. 

(b)  Access to w orking papers.  Audit  working papers shall be m ade available upon request  
to the cognizant  or oversight  agency for audit  or its designee, a Federal agency providing 
direct  or indirect  funding, or GAO at  the com plet ion of the audit , as part  of a quality review, to 
resolve audit  findings, or to carry out  oversight  responsibilit ies consistent  with the purposes of 
this part . Access to working papers includes the r ight  of Federal agencies to obtain copies of 
working papers, as is reasonable and necessary. 

§ _ _ _ .5 2 0  Major program  determ inat ion. 

(a)  General.  The auditor shall use a r isk-based approach to determ ine which Federal 
program s are m ajor program s. This r isk-based approach shall include considerat ion of:  
Current  and prior audit  experience, oversight  by Federal agencies and pass- through ent it ies, 
and the inherent  r isk of the Federal program . The process in paragraphs ( b)  through ( i)  of 
this sect ion shall be followed. 

(b)  Step 1 .  (1)  The auditor shall ident ify the larger Federal program s, which shall be labeled 
Type A program s. Type A program s are defined as Federal program s with Federal awards 
expended during the audit  period exceeding the larger of:  

( i)  $300,000 or three percent  ( .03)  of total Federal awards expended in the case 
of an auditee for which total Federal awards expended equal or exceed $300,000 
but  are less than or equal to $100 m illion. 

( ii)  $3 m illion or three- tenths of one percent  ( .003)  of total Federal awards 
expended in the case of an auditee for which total Federal awards expended 
exceed $100 m illion but  are less than or equal to $10 billion. 

( iii)  $30 m illion or 15 hundredths of one percent  ( .0015)  of total Federal awards 
expended in the case of an auditee for which total Federal awards expended 
exceed $10 billion. 
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(2)  Federal program s not  labeled Type A under paragraph ( b) ( 1 )  of this sect ion shall be 
labeled Type B program s. 

(3)  The inclusion of large loan and loan guarantees ( loans)  should not  result  in the exclusion 
of other program s as Type A program s. When a Federal program  providing loans significant ly 
affects the num ber or size of Type A program s, the auditor shall consider this Federal program  
as a Type A program  and exclude its values in determ ining other Type A program s. 

(4)  For biennial audits perm it ted under § _ _ _ .2 2 0 ,  the determ inat ion of Type A and Type B 
program s shall be based upon the Federal awards expended during the two-year period. 

(c)  Step 2 .  (1)  The auditor shall ident ify Type A program s which are low- r isk. For a Type A 
program  to be considered low- r isk, it  shall have been audited as a m ajor program  in at  least  
one of the two m ost  recent  audit  periods ( in the m ost  recent  audit  period in the case of a 
biennial audit ) , and, in the m ost  recent  audit  period, it  shall have had no audit  findings under 
§ _ _ _ .5 1 0 ( a) .  However, the auditor m ay use judgm ent  and consider that  audit  findings from  
quest ioned costs under § _ _ _ .5 1 0 ( a) ( 3 )  and § _ _ _ .5 1 0 ( a) ( 4 ) ,  fraud under § _ _ _ .5 1 0 ( a)
( 6 ) ,  and audit  follow-up for the sum m ary schedule of pr ior audit  findings under § _ _ _ .5 1 0 ( a)
( 7 )  do not  preclude the Type A program  from  being low- r isk. The auditor shall consider:  the 
cr iter ia in § _ _ _ .5 2 5 ( c) ,  § _ _ _ .5 2 5 ( d) ( 1 ) ,  § _ _ _ .5 2 5 ( d) ( 2 ) ,  and § _ _ _ .5 2 5 ( d) ( 3 ) ;  the 
results of audit  follow-up;  whether any changes in personnel or system s affect ing a Type A 
program  have significant ly increased r isk;  and apply professional judgm ent  in determ ining 
whether a Type A program  is low- r isk. 

(2)  Notwithstanding paragraph ( c) ( 1 )  of this sect ion, OMB m ay approve a Federal awarding 
agency's request  that  a Type A program  at  certain recipients m ay not  be considered low- r isk. 
For exam ple, it  m ay be necessary for a large Type A program  to be audited as m ajor each 
year at  part icular recipients to allow the Federal agency to com ply with the Governm ent  
Managem ent  Reform  Act  of 1994 (31 U.S.C. 3515) . The Federal agency shall not ify the 
recipient  and, if known, the auditor at  least  180 days pr ior to the end of the fiscal year to be 
audited of OMB's approval. 

(d)  Step 3 .  (1)  The auditor shall ident ify Type B program s which are high- r isk using 
professional judgm ent  and the cr iter ia in § _ _ _ .5 2 5 .  However, should the auditor select  
Opt ion 2 under Step 4 (paragraph ( e) ( 2 ) ( i) ( B)  of this sect ion) , the auditor is not  required to 
ident ify m ore high- r isk Type B program s than the num ber of low- r isk Type A program s. 
Except  for known reportable condit ions in internal cont rol or com pliance problem s as 
discussed in § _ _ _ .5 2 5 ( b) ( 1 ) ,  § _ _ _ .5 2 5 ( b) ( 2 ) ,  and § _ _ _ .5 2 5 ( c) ( 1 ) ,  a single cr iter ia in 
§ _ _ _ .5 2 5  would seldom  cause a Type B program  to be considered high- r isk. 

(2)  The auditor is not  expected to perform  r isk assessm ents on relat ively sm all Federal 
program s. Therefore, the auditor is only required to perform  r isk assessm ents on Type B 
program s that  exceed the larger of:  

( i)  $100,000 or three- tenths of one percent  ( .003)  of total Federal awards 
expended when the auditee has less than or equal to $100 m illion in total Federal 
awards expended. 

( ii)  $300,000 or three-hundredths of one percent  ( .0003)  of total Federal awards 
expended when the auditee has m ore than $100 m illion in total Federal awards 
expended. 

(e)  Step 4 .  At  a m inim um , the auditor shall audit  all of the following as m ajor program s:  

(1)  All Type A program s, except  the auditor m ay exclude any Type A program s ident ified as 
low- r isk under Step 2 (paragraph ( c) ( 1 )  of this sect ion) . 

(2)  ( i)  High- r isk Type B program s as ident ified under either of the following two opt ions:  

(A)  Opt ion 1 .  At  least  one half of the Type B program s ident ified as high- r isk under Step 3 
(paragraph ( d)  of this sect ion) , except  this paragraph ( e) ( 2 ) ( i) ( A)  does not  require the 
auditor to audit  m ore high- r isk Type B program s than the num ber of low- r isk Type A 
program s ident ified as low- r isk under Step 2. 
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(B)  Opt ion 2 .  One high- r isk Type B program  for each Type A program  ident ified as low- r isk 
under Step 2. 

( ii)  When ident ifying which high- r isk Type B program s to audit  as m ajor under 
either Opt ion 1 or 2 in paragraph ( e) ( 2 ) ( i) ( A)  or ( B) ,  the auditor is encouraged 
to use an approach which provides an opportunity for different  high- r isk Type B 
program s to be audited as m ajor over a period of t im e. 

(3)  Such addit ional program s as m ay be necessary to com ply with the percentage of coverage 
rule discussed in paragraph ( f)  of this sect ion. This paragraph ( e) ( 3 )  m ay require the auditor 
to audit  m ore program s as m ajor than the num ber of Type A program s. 

( f)  Percentage of coverage rule .  The auditor shall audit  as m ajor program s Federal 
program s with Federal awards expended that , in the aggregate, encom pass at  least  50 
percent  of total Federal awards expended. I f the auditee m eets the cr iter ia in § _ _ _ .5 3 0  for a 
low- r isk auditee, the auditor need only audit  as m ajor program s Federal program s with 
Federal awards expended that , in the aggregate, encom pass at  least  25 percent  of total 
Federal awards expended. 

(g)  Docum entat ion of r isk .  The auditor shall docum ent  in the working papers the r isk 
analysis process used in determ ining m ajor program s. 

(h)  Auditor 's judgm ent .  When the m ajor program  determ inat ion was perform ed and 
docum ented in accordance with this part , the auditor 's judgm ent  in applying the r isk-based 
approach to determ ine m ajor program s shall be presum ed correct . Challenges by Federal 
agencies and pass- through ent it ies shall only be for clearly im proper use of the guidance in 
this part . However, Federal agencies and pass- through ent it ies m ay provide auditors guidance 
about  the r isk of a part icular Federal program  and the auditor shall consider this guidance in 
determ ining m ajor program s in audits not  yet  com pleted. 

( i)  Deviat ion from  use of r isk cr iter ia .  For first -year audits, the auditor m ay 
elect  to determ ine m ajor program s as all Type A program s plus any Type B 
program s as necessary to m eet  the percentage of coverage rule discussed in 
paragraph ( f)  of this sect ion. Under this opt ion, the auditor would not  be required 
to perform  the procedures discussed in paragraphs ( c) ,  ( d) ,  and ( e)  of this 
sect ion. 

(1)  A first -year audit  is the first  year the ent ity is audited under this part  or the first  year of a 
change of auditors. 

(2)  To ensure that  a frequent  change of auditors would not  preclude audit  of high- r isk Type B 
program s, this elect ion for first -year audits m ay not  be used by an auditee m ore than once in 
every three years. 

§ _ _ _ .5 2 5  Criter ia  for  Federal program  r isk. 

(a)  General.  The auditor 's determ inat ion should be based on an overall evaluat ion of the r isk 
of noncom pliance occurr ing which could be m aterial to the Federal program . The auditor shall 
use auditor judgm ent  and consider cr iter ia, such as described in paragraphs ( b) ,  ( c) ,  and ( d)  
of this sect ion, to ident ify r isk in Federal program s. Also, as part  of the r isk analysis, the 
auditor m ay wish to discuss a part icular Federal program  with auditee m anagem ent  and the 
Federal agency or pass- through ent ity. 

(b)  Current  and prior  audit  experience .  (1)  Weaknesses in internal cont rol over Federal 
program s would indicate higher r isk. Considerat ion should be given to the cont rol 
environm ent  over Federal program s and such factors as the expectat ion of m anagem ent 's 
adherence to applicable laws and regulat ions and the provisions of cont racts and grant  
agreem ents and the com petence and experience of personnel who adm inister the Federal 
program s. 

( i)  A Federal program  adm inistered under m ult iple internal cont rol st ructures m ay 
have higher r isk. When assessing r isk in a large single audit , the auditor shall 
consider whether weaknesses are isolated in a single operat ing unit  (e.g., one 
college cam pus)  or pervasive throughout  the ent ity. 
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( ii)  When significant  parts of a Federal program  are passed through to 
subrecipients, a weak system  for m onitor ing subrecipients would indicate higher 
r isk. 

( iii)  The extent  to which com puter processing is used to adm inister Federal 
program s, as well as the com plexity of that  processing, should be considered by 
the auditor in assessing r isk. New and recent ly m odified com puter system s m ay 
also indicate r isk. 

(2)  Prior audit  findings would indicate higher r isk, part icular ly when the situat ions ident ified in 
the audit  findings could have a significant  im pact  on a Federal program  or have not  been 
corrected. 

(3)  Federal program s not  recent ly audited as m ajor program s m ay be of higher r isk than 
Federal program s recent ly audited as m ajor program s without  audit  findings. 

(c)  Oversight  exercised by Federal agencies and pass- through ent it ies.  (1)  Oversight  
exercised by Federal agencies or pass- through ent it ies could indicate r isk. For exam ple, recent  
m onitor ing or other reviews perform ed by an oversight  ent ity which disclosed no significant  
problem s would indicate lower r isk. However, m onitor ing which disclosed significant  problem s 
would indicate higher r isk. 

(2)  Federal agencies, with the concurrence of OMB, m ay ident ify Federal program s which are 
higher r isk. OMB plans to provide this ident ificat ion in the com pliance supplem ent . 

(d)  I nherent  r isk of the Federal program .  (1)  The nature of a Federal program  m ay 
indicate r isk. Considerat ion should be given to the com plexity of the program  and the extent  
to which the Federal program  cont racts for goods and services. For exam ple, Federal 
program s that  disburse funds through third party cont racts or have eligibilit y cr iter ia m ay be 
of higher r isk. Federal program s prim arily involving staff payroll costs m ay have a high- r isk 
for t im e and effort  report ing, but  otherwise be at  low- r isk. 

(2)  The phase of a Federal program  in its life cycle at  the Federal agency m ay indicate r isk. 
For exam ple, a new Federal program  with new or inter im  regulat ions m ay have higher r isk 
than an established program  with t im e- tested regulat ions. Also, significant  changes in Federal 
program s, laws, regulat ions, or the provisions of cont racts or grant  agreem ents m ay increase 
r isk. 

(3)  The phase of a Federal program  in its life cycle at  the auditee m ay indicate r isk. For 
exam ple, during the first  and last  years that  an auditee part icipates in a Federal program , the 
r isk m ay be higher due to start -up or closeout  of program  act ivit ies and staff. 

(4)  Type B program s with larger Federal awards expended would be of higher r isk than 
program s with substant ially sm aller Federal awards expended. 

§ _ _ _ .5 3 0  Criter ia  for  a  low - r isk auditee. 

An auditee which m eets all of the following condit ions for each of the preceding two years (or, 
in the case of biennial audits, preceding two audit  periods)  shall qualify as a low- r isk auditee 
and be eligible for reduced audit  coverage in accordance with § _ _ _ .5 2 0 :  

(a)  Single audits were perform ed on an annual basis in accordance with the provisions of this 
part . A non-Federal ent ity that  has biennial audits does not  qualify as a low- r isk auditee, 
unless agreed to in advance by the cognizant  or oversight  agency for audit . 

(b)  The auditor 's opinions on the financial statem ents and the schedule of expenditures of 
Federal awards were unqualified. However, the cognizant  or oversight  agency for audit  m ay 
judge that  an opinion qualificat ion does not  affect  the m anagem ent  of Federal awards and 
provide a waiver. 

(c)  There were no deficiencies in internal cont rol which were ident ified as m aterial weaknesses 
under the requirem ents of GAGAS. However, the cognizant  or oversight  agency for audit  m ay 
judge that  any ident ified m aterial weaknesses do not  affect  the m anagem ent  of Federal 
awards and provide a waiver. 
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(d)  None of the Federal program s had audit  findings from  any of the following in either of the 
preceding two years (or, in the case of biennial audits, preceding two audit  periods)  in which 
they were classified as Type A program s:  

(1)  I nternal cont rol deficiencies which were ident ified as m aterial weaknesses;  

(2)  Noncom pliance with the provisions of laws, regulat ions, cont racts, or grant  agreem ents 
which have a m aterial effect  on the Type A program ;  or(3)  Known or likely quest ioned costs 
that  exceed five percent  of the total Federal awards expended for a Type A program  during 
the year. 

Appendix A to Part  __ -  Data Collect ion Form  (Form  SF-SAC)  

Appendix B to Part  __ -  Circular A-133 Com pliance Supplem ent  
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