Compliance
808 – Federal Credit Reform Act of 1990

808 - Federal Credit Reform Act of 1990

Note: The auditor may complete this compliance summary or prepare equivalent documentation only if provisions of the Federal Credit Reform Act of 1990 (FCRA) are considered to be significant as indicated on Form 802 - General Compliance Checklist at FAM 802-4. OMB guidance on FCRA is included in OMB Circular No. A-11, part 5, Federal Credit 

	Name of entity: 

____

 






Compliance Summary







Prepared by: 




Audit period: 



____





















Reviewed by: 






	Provision description
	Objective
	Control activities
	IS
(Y/N)
	Effective compliance controls?
	Instances of noncompliance noted?

	1.
Direct loan obligations may be incurred on or after October 1, 1991, only to the extent that an appropriation or other budget authority is available to cover these costs. (See notes 1, 2, and 5-7.)

Type: Quantitative-based

Ref:  2 U.S.C. 661c(b)
	1.
Direct loan obligations made on or after October 1, 1991, do not exceed the available appropriation or other budget authority. (See notes 1, 2, and 5-7.)
	[Document the control activities used by the entity to achieve the objective.]

(See note 10.)
	[Is con​trol depen​dent on com​puter pro​ces​sing?]
	[Indicate yes or no; include reference to supporting documenta​tion.]
	[Indicate yes or no; include reference to supporting documenta​tion.]

See Compliance Audit Procedures FAM 808 steps 3 and 4.

	2.
A direct loan obligation or outstanding direct loan shall not be modified in a manner that increases its cost unless budget authority for the additional cost is available.  (See notes 5 and 8.)  (See note 9 for matters to discuss with OGC prior to testing.) 

Type: Quantitative-based

Ref:  2 U.S.C. 661c(e)
	2.
Modifications made to direct loan obligations or outstanding direct loans do not exceed the available budget authority.  (See notes 5, 8, and 9.)  
	(See note 10.)
	
	
	See Compliance Audit Procedures FAM 808 step 3.




	Name of entity: 

____

 






Compliance Summary







Prepared by: 




Audit period: 



____





















Reviewed by: 






	Provision description
	Objective
	Control activities
	IS
(Y/N)
	Effective compliance controls?
	Instances of noncompliance noted?

	3.
Loan guarantee commitments may be made on or after October 1, 1991, only to the extent that an appropriation or other budget authority is available to cover these costs. (See notes 3 to 7.)

Type: Quantitative-based

Ref:  2 U.S.C. 661c(b)
	3.
Obligations for new loan guarantee commitments made on or after October 1, 1991, do not exceed the available appropriation or other budget authority.  (See notes 3 to 7.)
	(See note 10.)
	
	
	See Compliance Audit Procedures FAM 808 steps 3 and 4.



	4.
A loan guarantee commitment or outstanding loan guarantee shall not be modified in a manner that increases its cost unless budget authority for the additional cost is available.  (See notes 5 and 8.)  (See note 9 for matters to discuss with OGC prior to testing.) 

Type: Quantitative-based

Ref:  2 U.S.C. 661c(e)
	4.
Modifications made to loan guarantee commitments or outstanding loan guarantees do not exceed the available budget authority.  (See notes 5, 8, and 9.)
	
(See note 10.)
	
	
	See Compliance Audit Procedures FAM 808 step 3.




Note: The auditor may complete these procedures or prepare equivalent documentation only if provisions of the Federal Credit Reform Act (FCRA) are significant as indicated on Form 802 - General Compliance Checklist. These procedures test compliance with the provisions listed on the Compliance Summary. OMB guidance on FCRA programs is included in OMB Circular No. A-11, part 5, Federal Credit.
	Name of entity: 



__________





Audit period: 



 

__________
















Reviewed by: 









___________


	
Audit Procedures
	Done by/date
	Doc Ref

	1.
List the appropriations or other budget authority and the related budget accounts that were identified for compliance testing on Form 802 - General Compliance Checklist at FAM 802-4.
	
	

	2.
As discussed in FAM 460.03, the auditor should determine whether summarized budget informa​tion (obligations and expenditures) used for com​pliance tests is reasonably accurate and complete. The auditor may obtain assurance through effective controls the auditor tests (usually the budget controls) or, if the controls are not effective, through substantive testing of budget amounts for validity, complete​ness, cutoff, recording, classific​a​tion, and summarization as described in FAM 495 B.

For the accounts listed in step 1, document if the auditor will obtain assurance by testing controls (as indicated on Form 808 - Compliance Summary) or whether substantive tests of the budget information are necessary. 

If the auditor determines that controls are not effective in meeting some or all of the budget control objectives listed in FAM 395 F, plus the supplemental objectives for FCRA listed in FAM 395 F Sup, the auditor should perform substantive tests of the budget amounts (obligations and expenditures) as discussed in FAM 495 B.  The auditor should perform substantive tests only for those potential misstatements for which the entity does not have effective budget controls.


After the auditor is satisfied as to the reasonableness of the budget amounts to be used for the compliance tests, perform the compliance tests in steps 3 and 4.
	
	

	3.
For each appropriation account or other budget authority listed in step 1, perform the following procedures that are applicable for direct and guaranteed loan programs that have a positive subsidy (i.e., cash outflows exceed cash inflows); (for direct and guaranteed loan programs that have a negative subsidy (i.e., cash inflows exceed cash outflows), perform step 4):

(a)
Compare the amount of obligations for direct loans to the amount of the available appropriation or other budget authority. (Note: This budget restriction is applicable only to obligations for direct loans made on or after October 1, 1991.)


	
	

	3.
(b)
Compare the amount of obligations for modifications of direct loan obligations or outstanding direct loans to the amount of available budget authority. (Note: The sale of a direct loan is considered a modification.  Discuss applicability of this budget restriction to direct loans and direct loan obligations that were outstanding prior to October 1, 1991, with OGC prior to performing compliance test.)


	
	

	3.
(c)
Compare the amount of obligations for loan guarantee commitments to the amount of the available appropriation or other budget authority. (Note: This budget restriction is only applicable to obligations for loan guarantee commitments made on or after October 1, 1991.)


	
	

	3.
(d)
Compare the amount of obligations for modifications of loan guarantee commitments or outstanding loan guarantees to the amount of available budget authority.  (Note: Discuss applicability of this budget restriction to loan guarantees and loan guarantee commitments that were outstanding prior to October 1, 1991, with OGC prior to performing compliance test.)  (2 U.S.C. 661c(b) and (e))

If the amounts of obligations in any of these comparisons exceed the available budget authority, the entity may not be in compliance. Perform step 5.


	
	

	4.
Direct and guaranteed loan programs that have a negative subsidy (cash inflows exceed cash outflows) do not receive an appropriation. However, such programs often have a loan limit that cannot be exceeded, i.e., a maximum number of loans that can be made or guaranteed. For these programs, compare the total number and dollar volume of loans made to the loan limit in the applicable appropriations act or other law. Perform step 5.


	
	

	5.
If the entity does not appear to be in compliance based on the results of tests performed, the auditor should discuss these matters with OGC and, when appropriate, the Special Investigator Unit to conclude if noncompliance actually has occurred and the implications of such noncompliance.

For any noncompliance noted, the auditor should

· identify the weakness in controls that allowed the noncompliance to occur, if not previously identified during control testing;

· report the nature of any weakness in controls and consider modification of the report on internal control as appropriate (see FAM 580.32-.61);

· consider the implications of any instances of noncompliance on the financial statements; and

· report instances of noncompliance, as appropriate (see FAM 580.67-.75).
	
	

	6.
Document conclusions on compliance with each provision on Form 808 - Compliance Summary.
	
	


Note 1:
A direct loan is a disbursement of funds by the government to a non-federal borrower under a contract that requires the repayment of such funds with or without interest. The term also includes the purchase of, or participation in, a loan made by another lender. The term does not include the acquisition of a federally guaranteed loan in satisfaction of default claims or the price support loans of the Commodity Credit Corporation. (2 U.S.C. 661a(1))

Note 2:
A direct loan obligation is a binding agreement by a federal agency to make a direct loan when specified conditions are fulfilled by the borrower.          (2 U.S.C. 661a(2))
Note 3:
A loan guarantee is any guarantee, insurance, or other pledge with respect to the payment of all or a part of the principal or interest on any debt obligation of a nonfederal borrower to a nonfederal lender, but does not include the insurance of deposits, shares, or other withdrawable accounts in financial institutions. (2 U.S.C. 661a(3))
Note 4:
A loan guarantee commitment is a binding agreement by a federal agency  to make a loan guarantee when specified conditions are fulfilled by the borrower, the lender, or any other party to the guarantee agreement.          (2 U.S.C. 661a(4))

Note 5:
Appropriations or other budget authority to cover the cost of budget obligations for direct loan obligations and loan guarantee commitments must be made in advance by Congress. For revolving or other funds that otherwise would be available for these budget obligations, Congress must enact a limit on the use of such funds for these purposes to make them available for use. (2 U.S.C. 661c(b))

Note 6:
Costs are defined as the estimated long-term cost to the government of a direct loan, loan guarantee or modification, calculated on a net present value basis, excluding administrative costs and any incidental effects on governmental receipts or outlays. These calculations are described in further detail under the valuation control objective for obligations in FAM 395 F. (2 U.S.C. 661a(5))

Note 7: 
There is an exemption from this requirement for entitlements (mandatory programs such as the guaranteed student loan program and the VA home loan guaranty program) and credit programs of the Commodity Credit Corporation existing on the date of enactment of FCRA (November 5, 1990). (2 U.S.C. 661c(c))

Note 8:
Modifications are government actions that alter the estimated net present value of a direct loan or loan guarantee for which an obligation has been recorded, for example, the sale of a direct loan, per SFFAS No. 2, paragraph 53, or a policy change affecting the repayment period or interest rate for a group of existing loans. (Changes within the terms of existing contracts or through other existing authorities are not considered to be modifications.  Also, “work outs” of individual loans, such as a change in the amount or timing of payments to be made, are not considered modifications.) The effects of these changes should be included in the annual reestimates of the estimated net present value of the obligations. Permanent indefinite authority is provided by FCRA for these reestimates.
Note 9:
Discuss applicability of this budget restriction to direct loans, direct loan obligations, loan guarantees, or loan guarantee commitments that were outstanding prior to October 1, 1991, with OGC prior to performing control or compliance tests.

Note 10:
The auditor should determine the results of the evaluation and testing of budget controls and testing of the Statement of Budgetary Resources. These controls relate to the execution of budget authority and usually are the same controls that are used to comply with the Antideficiency Act and FCRA.  Accordingly, additional consideration of controls that achieve the compliance objective generally is not necessary if the auditor has assessed whether the entity achieves all of the budget control objectives listed in FAM 395 F, including the supplemental control objectives for FCRA. The auditor should reference to the budget control evaluation and testing and perform any additional procedures considered necessary to conclude if compliance controls are effective.
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