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COST

Total cost of audit contract; $742,147 (excludes
cost of review related to Federal Information
Security Act requirements)

Directly impacts multiple offices within NSF,

iIncluding BFA, Office of Inspector General (OIG),
Office of Information and Resource Management
and over eight divisions
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PHASES

Testing of
Internal Control ‘l
& Compliance

Account Audit Report
Balances at

6/30 & 9/30

Accounting Systems Grant Accounting Syst.
and Processes; PP&E &
Procurement

Misstatement to
Financial Statements

" Calculate Materiality Deficiency Act, FMFIA,

A-123, Single Audit Act,
etc.) & Other Specific to
NSF
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COMMUNICATION PROCESS

o Prepared by Client (PBC) List

> List of documentation required for audit purposes;
not all inclusive

Includes description of items, source contact, office,
due date, and date received

Considers Management’s input on availability of data
and target dates

Drives standard internal process for exchanging
information with auditors, maintaining quality control,
and ensuring timeliness of data
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COMMUNICATION PROCESS, continued

o Dedicated e-mail address “BFA Financial

Statement Audit”

a Shared Drive “

DFM-Financial Statement Audit”

Receive
‘ PBC List II[

M

Transfer to
Shared Drive

Receive
PBC Files

|

Create PBC
Folder in Box II[

Perform
Review

Send
Notification
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TESTING

o Documentation is key

o Timeliness is critical

a Many follow-up questions




Financial Statement

Office of Budget, Finance, and Award Management (BFA)

¢
| L-

REPORTING

o Findings of Exceptions

> ldentified during testing phases; Examples include:
lack of documentation, recording errors, missing
sighatures, etc.

> Management is informed of exceptions, to ensure all
relevant information is available

> Considered preliminary issues that management can
address as part of Notice of Findings and
Recommendations (NFR) process
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REPORTING, continued

NFR

> Documents potential findings related to testing
results

Part of fact finding process; management has
opportunity to provide additional information that

may assist audit team in resolving preliminary
findings

Unresolved findings are included in Audit Report as
“Material Weaknesses” and/or “Significant
Deficiencies” or in Mgmt. Letter Report
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REPORTING, continued

o Significant Deficiency Vs. Material Weakness

> Significant Deficiency (previously Reportable
Condition): A deficiency in internal control, or a
combination of deficiencies, that adversely affects
the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in
accordance with generally accepted accounting

principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial
statements that is more than inconsequential will not
be prevented or detected.
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REPORTING, continued

o Significant Deficiency Vs. Material Weakness

> Material Weakness: A significant deficiency, or
combination of significant deficiencies, that results in
a more than remote likelihood that a material

misstatement of the financial statements will not be
prevented or detected.
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REPORTING, continued

ﬁ Gunderson LLP

INDEPENDENT AUDITOR'S REPORT

T Inzpzactor General, Mational Science Foundation
u I t e p O rt Director, National Science Foundation

Chair of Mational Science Board

In our audit of MSF for fiscal year (FY) 2008 we found:

> Op I n I O n O n FI n an C I al = The M5F financial staements ae pressnted fairly, in all material espacts in conformity

with accounting principles generally accepied in the United States of America:
= Mo maerial weaknesses in imernal contel over financial reponing (ncluding
St at e m e n tS (4 Ty p eS ) safeguanding assets) and compliance with laws and regulations,
= Significant progress has been made in FY 2008 on the two contrel deficency conditions
nated in the FY 20607 auditor's eport and, accordingly, neither of those matters ae
considered 1o be a gignificant de ficiency .

> Rep O rt O n CO m p I i an C e . Egtznfglf%n:i;;mngiompﬂanoe with the Federal Financial Management Improvement

= Mo instances of noncompliance with law & and re gulations. exce pt for a poential matier of

W i t h L aWS & Reg u I ati O n S non-comphiance with respect to the Anti-Deficiency Act

The following sections discuss in mome detail: (1) these conclusions, (2) our conclusions on
Management's Discussion and Analysis (MD&A) and other supplementary information. (33 cur
andit objectives. scope and methedology. and (4) agency comments and evalu ation

> Report On Internal OPINION ON FINANCIAL STATEMENTS

CO n t r O I The accompanying financial statements including the accompanying notes present fairly. in all

makrial respecis, in conformity with accounting principles generally accepted in the United
States, MSFs assets, Labilites, and pet position as of September 200 2008 and 2007 and net
costa; changes in net position: and budgetary rescurces for the years thenended

D Other ASSOClated Reports CONSIDERA TION OF INTERNAL CONTROL

In planning and performing our avdit, we considered MSF's internal control over financial
meporting as a basis for designing our auditing procedures and to comply with the Office of
Managzment and Budget (OME) andit guidance for the purpos of expressing our opinion on the
financial statemenis, but not for the purposs of expreszing an opinion on the effectivensss of the
entity's inke rnal control over financial mporting. Accordingly, we do not express an opinion on
the effectivensss of the entity’s imemal control over financial Epoming of on management’'s
aszertion on internal control included n the MDEA

T —— I3 — 12




Financial Statement Audit

Resolution Process

Corrective Action Plan — Developed by Management to resolve audit
findings and implement recommendations; requires agreement with OIG

Management implements corrective actions, performs follow-up and
prepares periodic progress reports for senior officials and OIG

Progress is validated through the current year’s audit cycle
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Entrance
Conference
March 7, 2008

AUDIT CYCLE Audit

Phases

Exit Conference
Dec. 1, 2008

Final Audit Report
November 10, 2008
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