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802 - General Compliance Checklist 
.01 The compliance testing section consists of a General Compliance Checklist (questionnaire) for identifying laws and regulations for compliance testing. It also supplements the laws OMB requires auditors of executive departments, agencies and government corporations to test for compliance (see FAM 295.01 H) and other laws of general applicability auditors may decide to test during federal financial audits (see FAM 295.02 H). The compliance supplements provide detailed guidance for assessing the effectiveness of compliance controls and testing compliance with the significant provisions of each law.

.02 The auditor generally should complete the General Compliance Checklist (Form 802), or equivalent, for federal financial statement audits. With the exception of the Antideficiency Act which has no materiality limit, the auditor should decide if an individual law is significant for purposes of compliance test
ing.  The auditor generally should complete compliance supplements only for laws required to be tested (FAM 802.06) and for other laws (FAM 802.07) identified for compliance testing on the General Compliance Checklist. Use of these documents is described below.

.03 To understand and evaluate compliance controls, the auditor also should follow the guidance in FAM 260 on identifying risk factors and in FAM 320 on understanding information systems. The FAM also provides additional guidance on compliance considerations for all audit phases.

Instructions For General Compliance Checklist
.04 The checklist contains a summary of each law. The auditor generally should use this checklist or equivalent to determine which of these laws are significant for testing compliance, as discussed in FAM 245. The auditor may indicate whether each law meets the criteria for significance by placing a check mark in the appropriate column (yes or no). As noted in FAM 295 H, auditors should test certain laws and may also test for other laws if they could have a direct and material effect on the financial statements.

.05 The auditor may use estimates or interim information in the preliminary column. The final amounts (based on the audited amounts or the final amounts of available budget authority) are used to determine whether all laws that would be significant in quantitative terms have been identified for control and compliance testing. The auditor should document the sources of all amounts included in this checklist. If the auditor determines the law is significant from a qualitative standpoint, the auditor should document the reasons for this conclusion.
.06       Laws required for testing (if applicable)
 contained in supplements to the General Compliance Checklist (Form 802) are:
	Law
	Supplement number

	Antideficiency Act 
	FAM 803

	Federal Credit Reform Act of 1990 (FCRA)
	FAM 808

	Provisions Governing Claims of the U.S. Government as provided primarily in 31 U.S.C. 3711-3720E (Including the Debt Collection Improvement Act of 1996 (DCIA) 
	FAM 809

	Prompt Payment Act 
	FAM 810

	Pay and Allowance System for Civilian Employees as Provided Primarily in Chapters 51-59 of Title 5, U.S. Code 
	FAM 812


.07       Other frequently encountered laws contained in supplements to the General Compliance Checklist (Form 802) that the auditor may test are:

	Law
	Supplement number

	Civil Service Retirement Act
	FAM 813

	Federal Employees Health Benefits Act
	FAM 814

	Federal Employees’ Compensation Act
	FAM 816

	Federal Employees’ Retirement System Act of 1986
	FAM 817


Entity  _________________________________________________________________
Period of financial statements  ____________________________________________

Job code  _______________________________________________________________

	Description of Law
	Yes
	No

	Antideficiency Act,                                                                  31 U.S.C. 1341 and 1517

This law imposes restrictions on the amounts of obligations or expenditures that agencies may make. As discussed in FAM 250, the auditor should obtain information on the entity’s budget authority, from sources such as appropriation legislation, and identify all legally binding restrictions on budget execution. 

Does the entity have appropriations or funds that are limited to an amount or a specified period of availability?
OMB audit guidance requires auditors to test for compliance with this law.







Preliminary
     Final
Individual appropriations
                    





Budget authority

                    




Since the Act has no materiality limit, the auditor should complete the compliance supplement at FAM 803.


	____
	____

	Federal Credit Reform Act of 1990 (FCRA),                           2 U.S.C. 661-661f
This law contains numerous provisions relating to the recording of activity related to direct loans, loan guarantees, and related modifications for budget accounting purposes. The law provides that after October 1, 1991, an agency may incur new direct loan obligations or make new loan guarantee commitments only to the extent that Congress has provided budget authority to cover the costs of the loan or loan guarantee.

Does the entity’s budget authority available during the audit period for direct loan obligations, loan guarantee commitments, or any related modifications exceed planning materiality or did the auditor determine that the FCRA could have a direct and material effect on the entity’s financial statements?

OMB audit guidance requires auditors to test for compliance with this law.

 Preliminary 
     Final
Total appropriations or other

budget authority available during

the fiscal year for costs of FCRA

activities (direct loans, loan

guarantees, and related

modifications)


                    





Planning materiality


                    





If yes, complete compliance supplement FAM 808.


	____
	____

	Provisions Governing Claims of the U.S. Government, Including the Debt Collection Improvement Act of 1996 (DCIA), 31 U.S.C. 3711-3720E
These provisions address the collection of amounts owed to the federal government. Interest generally accrues from the date that a notice stating the amount due and the interest policies is first mailed to the debtor. Interest generally accrues at a rate established by the Secretary of the Treasury. Administrative costs and penalties shall also be charged.

The provisions also require the entity to take all appropriate steps to collect the debt before discharging it and to notify Treasury about delinquent debt for administrative offset, collection by a debt collection center, or tax refund offset.  Entities shall also participate in a computer match of delinquent debt with federal employees, and when collection actions are terminated, the entity holding delinquent debt shall sell it.  Provisions also require the entity (or entities making loans the government guarantees) to notify credit-reporting agencies about delinquent debt and not make or guarantee loans to persons who owe delinquent debt.

Does the cumulative amount of receivables created during the audit period that are subject to provisions governing claims of the U.S. government, including DCIA, exceed planning materiality?

Does the amount of receivables at the end of the audit period that are subject to provisions governing claims of the U.S. government, including DCIA, exceed planning materiality?

Did the auditor determine that laws governing claims of the U.S. government, including the DCIA, could have a direct and material effect on the entity’s financial statements?

OMB audit guidance requires auditors to test for compliance with this law.

(continued on next page)
	____

____

____
	____

____

____

	Provisions Governing Claims of the U.S. Government, Including the Debt Collection Improvement Act of 1996 (DCIA), 31 U.S.C. 3711-3720E
(continued from prior page)



 Preliminary
      Final
Cumulative amount of

receivables created during the

audit period that are subject to

provisions governing claims of

the U.S. government, including

DCIA





         
 
______    

or:

Amount of receivables at the

end of the audit period that are

subject to provisions governing

claims of the U.S. government,

including DCIA


             ___  

______

Planning materiality 

             ___  

______

If yes, complete compliance supplement FAM 809.

Note: These provisions of the law generally do not apply to amounts payable to the entity under the Internal Revenue Code, the Social Security Act, or tariff laws. Those laws contain specific provisions for these amounts.


	
	

	Prompt Payment Act,                                                               31 U.S.C. 3901- 3907 

The Prompt Payment Act requires federal entities to make payments for property or services by the due date specified in the related contract or, if a payment date is not specified in the contract, generally 30 days after the invoice for the amount due is received. If payments are not made within the appropriate period, the entity shall pay an interest penalty.  Also, discounts offered by vendors may be taken only during the specified period.  If they are taken after the time period has expired, an interest penalty shall be paid.

Do the entity’s payments for property or services subject to the Prompt Payment Act for the audit period exceed planning materiality or did the auditor determine that the Prompt Payment Act could have a direct and material effect on the entity’s financial statements?

OMB audit guidance requires auditors to test for compliance with this law.

Preliminary
      Final
Amount of payments made for

property and services subject

to the Prompt Payment Act

                ___
  
_____

Planning materiality 

                ___
  
_____

If yes, complete compliance supplement FAM 810.


	____
	____

	Pay and Allowance System for Civilian Employees, provided primarily in Chapters 51-59 of Title 5, U.S. Code

These laws require that employees be paid at the appropriate rates established by law. 
Does the entity’s payroll expense for the audit period exceed planning materiality or did the auditor determine that the Pay and Allowance System for Civilian Employees (as provided primarily in Chapters 51-59 of Title 5, U.S. Code) could have a direct and material effect on the entity’s financial statements?

OMB audit guidance requires auditors to test for compliance with this law.

 Preliminary
      Final
Payroll expense


                    


____

Planning materiality


                    


____

If yes, complete compliance supplement FAM 812.

The entity’s expense for performance awards, cash awards, overtime, travel, transportation, subsistence, or allowances for the audit period usually do not exceed planning materiality. However, if the auditor determines that these items or related provisions of the Pay and Allowance System for Civilian Employees are otherwise significant, the auditor should consult with the Office of General Counsel (OGC) for specific provisions to be compliance tested.


	____
	____

	Civil Service Retirement Act, 5 U.S.C. Chapter 83
This law provides retirement benefits to employees who were hired prior to January 1, 1984. For each employee, the entity withholds a percentage of basic pay from the employee’s compensation and contributes an equal amount for retirement.  The employee and entity amounts are remitted to Treasury.

Does the entity’s expense for retirement costs under the Civil Service Retirement Act for the audit period exceed planning materiality or did the auditor determine that provisions of the Civil Service Retirement Act could have a direct and material effect on the entity’s financial statements?
Preliminary
      Final
Expense for retirement

contributions



                    


_____

Planning materiality


                    


_____

If yes, complete compliance supplement FAM 813.
	____
	____

	Federal Employees Health Benefits Act, 5 U.S.C. Chapter 89
This law provides health insurance coverage to employees who elect health insurance benefits. For each employee who elects coverage, the entity pays an amount set by OPM for insurance costs. The entity portion cannot exceed 75 percent of the insurance cost. The employee pays the remainder of the total cost. Information on the employee and entity cost of the insurance is published by OPM. The entity withholds the amount of the employee’s portion of the cost from the employee’s pay and remits this amount, along with its own contribution, to Treasury. 
Does the entity’s expense for health insurance costs for the audit period exceed planning materiality or did the auditor determine that the Federal Employees Health Benefits Act could have a direct and material effect on the entity’s financial statements?

 Preliminary
       Final
Expense for health insurance
                    


_____

Planning materiality


                    


_____

If yes, complete compliance supplement FAM 814.
	____
	____

	Federal Employees’ Compensation Act (FECA),                    5 U.S.C. Chapter 81
This law provides for the compensation of employees injured while performing their duties. Claims are paid out of the Federal Employees’ Compensation Fund. Federal entities are billed annually by the fund for claims paid on their behalf.

Does the entity’s expense for the audit period for benefits paid by the Federal Employees’ Compensation Fund on the entity’s behalf exceed planning materiality or did the auditor determine the FECA could have a direct and material effect on the entity’s financial statements?

 Preliminary
       Final
Expense for Compensation

  Fund claims



                    


_____

Planning materiality


                    


_____

If yes, complete compliance supplement FAM 816.
	____
	____


	Federal Employees’ Retirement System (FERS) Act of 1986, 5 U.S.C. Chapter 84


This law provides retirement benefits for employees who were hired after December 31, 1983. For each employee, the entity withholds a percentage of basic pay from the employee’s compensation and contributes an amount equal to the employing agency’s applicable normal cost percentage less the employee deduction rate for retirement. The employee and entity amounts are remitted to Treasury.

Does the entity’s expense for retirement costs under the FERS Act for the audit period exceed planning materiality or did the auditor determine that the FERS Act could have a direct and material effect on the entity’s financial statements?

Preliminary
        Final
Expense for retirement

  contributions


                    _
 
_____

Planning materiality


                    _
 
_______




If yes, complete compliance supplement FAM 817.
	____
	____


	Other Laws
The auditor should perform the following procedures and include references to supporting documentation:

1.
As described in FAM 245.02, read the list of laws and regulations identified by the entity as significant to others.  (See                                 .)

2.
With OGC assistance, identify any other laws or regulations that have a direct effect on determining financial statement amounts. Determine whether the direct effect could be material to the financial statements. (See                        .)

3.
Determine whether to test compliance with any indirect laws or regulations and make inquiries of management as discussed in FAM 245.04-.06.  See                               .)

4.
For all laws or regulations identified for testing above, identify significant provisions using the criteria in FAM 245.02. Test compliance controls and compliance as described in FAM 300 and FAM 460.

Are any other laws or regulations identified for compliance testing?

If yes, attach a list of the laws or regulations identified to this form and reference it to control and compliance work performed.


	____
	____


Instructions For Compliance Supplements
.06 Each compliance supplement in FAM 803-817 consists of (1) a compliance summary, (2) compliance audit procedures, and (3) notes. 

Compliance Summary

.07 For each law identified for compliance testing on the General Compliance Checklist, the auditor generally should complete the related compliance summary or prepare equivalent documentation. The compliance summary is designed to assist the auditor in planning compliance control tests and summarizing the results of compliance control tests and compliance tests for reporting the results of the work performed.

.08 The first column of the compliance summary contains a description of the specific provisions of the law that have been identified for compliance testing, the type of provision, and the reference to the law.

.09 The second column of the compliance summary contains the objective related to the specific provision to be used for both compliance control and compliance testing.

.010 In the third column of the compliance summary, the auditor should identify the control activities that the entity has in place to achieve each objective and document the control activity. If the entity does not have a control activity that achieves the objective, the auditor should document this condition in the third column.

.011 The fourth column of the compliance summary is used to indicate (Yes or No) whether the control activity is information systems (IS) related as described in FAM 270.04. IS controls are those the effectiveness of which depends on computer processing. They can generally be classified into general, application, and user controls. The auditor generally should perform tests of IS controls with assistance from an IS specialist.

.012 The fifth column of the compliance summary indicates whether the auditor believes that compliance controls are effective (Yes or No). The auditor should design control tests to determine whether the control activities that have been identified in the third column are in place and operating effectively. A control activity is considered to be effective if it achieves the control objective. The auditor should provide a reference in the fifth column to the supporting documents of the control testing procedures, the control tests, the results of these tests, and the auditor’s conclusions on the effectiveness of the compliance controls.

.013 The sixth column of the compliance summary indicates whether the auditor has noted any instances of noncompliance (Yes or No). The auditor generally should perform compliance tests using the related Compliance Audit Procedures in the next paragraph. The auditor should provide a reference in the sixth and last column to the supporting documents of the results of the compliance tests.

Compliance Audit Procedures
.014 Compliance audit procedures are provided for each law. For each law identified for compliance testing on the General Compliance Checklist, the auditor generally should perform each step of the related compliance audit procedures in the first column. Because the subject matter of some laws is closely related to matters the auditor will test in other parts of the audit, the auditor may coordinate with that other testing and design multipurpose tests. For example, payroll compliance testing could be performed using multipurpose tests of payroll controls and/or substantive payroll testing.  
The auditor performing the procedure in the first column should initial and date in the second column when the procedure is performed. The auditor should include a reference to the documentation recording the work performed for each step in the third and last column of the compliance audit procedures.

Notes
.17
Notes are provided for each compliance supplement to assist the auditor in understanding criteria, definitions, exemptions, and restrictions of law.  The notes also provide guidance to the auditor in testing and evaluating controls to achieve the compliance objective.
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� FFMIA is discussed in FAM 701.
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