§3021.665

§3021.665 State.

State means any of the States of the
United States, the District of Colum-
bia, the Commonwealth of Puerto Rico,
or any territory or possession of the
United States.

§3021.670 Suspension.

Suspension means an action taken by
a Federal agency that immediately
prohibits a recipient from partici-
pating in Federal Government procure-
ment contracts and covered non-
procurement transactions for a tem-
porary period, pending completion of
an investigation and any judicial or ad-
ministrative proceedings that may
ensue. A recipient so prohibited is sus-
pended, in accordance with the Federal
Acquisition Regulation for procure-
ment contracts (48 CFR part 9, subpart
9.4) and the common rule, Government-
wide Debarment and Suspension (Non-
procurement), that implements Execu-
tive Order 12549 and Executive Order
12689. Suspension of a recipient is a dis-
tinct and separate action from suspen-
sion of an award or suspension of pay-
ments under an award.
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Subpart A—General

§3052.100 Purpose.

This part sets forth standards for ob-
taining consistency and uniformity
among Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards.

§3052.105 Definitions.

Audit finding means deficiencies
which the auditor is required by
§3052.510(a) to report in the schedule of
findings and questioned costs.

Auditee means any non-Federal enti-
ty that expends Federal awards which
must be audited under this part.

Auditor means an auditor, that is a
public accountant or a Federal, State
or local government audit organiza-
tion, which meets the general stand-
ards specified in generally accepted
government auditing standards
(GAGAS). The term auditor does not
include internal auditors of non-profit
organizations.

CFDA number means the number as-
signed to a Federal program in the
Catalog of Federal Domestic Assist-
ance (CFDA).

Cluster of programs means a grouping
of closely related programs that share
common compliance requirements. The
types of clusters of programs are re-
search and development (R&D), student
financial aid (SFA), and other clusters.
““Other clusters’ are as defined by the
Office of Management and Budget
(OMB) in the compliance supplement
or as designated by a State for Federal
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awards the State provides to its sub-
recipients that meet the definition of a
cluster of programs. When designating
an ‘‘other cluster,” a State shall iden-
tify the Federal awards included in the
cluster and advise the subrecipients of
compliance requirements applicable to
the cluster, consistent with
§3052.400(d)(1) and §3052.400(d)(2), re-
spectively. A cluster of programs shall
be considered as one program for deter-
mining major programs, as described in
§3052.520, and, with the exception of
R&D as described in §3052.200(c),
whether a program-specific audit may
be elected.

Cognizant agency for audit means the
Federal agency designated to carry out
the responsibilities described in
§3052.400(a).

Compliance supplement refers to the
Circular A-133 Compliance Supple-
ment, included as Appendix B to Cir-
cular A-133, or such documents as OMB
or its designee may issue to replace it.
This document is available from the
Government Printing Office, Super-
intendent of Documents, Washington,
DC 20402-9325.

Corrective action means action taken
by the auditee that:

(1) Corrects identified deficiencies;

(2) Produces recommended improve-
ments; or

(3) Demonstrates that audit findings
are either invalid or do not warrant
auditee action.

Federal agency has the same meaning
as the term agency in Section 551(1) of
title 5, United States Code.

Federal award means Federal finan-
cial assistance and Federal cost-reim-
bursement contracts that non-Federal
entities receive directly from Federal
awarding agencies or indirectly from
pass-through entities. It does not in-
clude procurement contracts, under
grants or contracts, used to buy goods
or services from vendors. Any audits of
such vendors shall be covered by the
terms and conditions of the contract.
Contracts to operate Federal Govern-
ment owned, contractor operated fa-
cilities (GOCOs) are excluded from the
requirements of this part.

Federal awarding agency means the
Federal agency that provides an award
directly to the recipient.

§3052.105

Federal financial assistance means as-
sistance that non-Federal entities re-
ceive or administer in the form of
grants, loans, loan guarantees, prop-
erty (including donated surplus prop-
erty), cooperative agreements, interest
subsidies, insurance, food commodities,
direct appropriations, and other assist-
ance, but does not include amounts re-
ceived as reimbursement for services
rendered to individuals as described in
§3052.205(h) and §3052.205(i).

Federal program means:

(1) All Federal awards to a non-Fed-
eral entity assigned a single number in
the CFDA.

(2) When no CFDA number is as-
signed, all Federal awards from the
same agency made for the same pur-
pose should be combined and consid-
ered one program.

(3) Notwithstanding paragraphs (1)
and (2) of this definition, a cluster of
programs. The types of clusters of pro-
grams are:

(i) Research and development (R&D);

(ii) Student financial aid (SFA); and

(iii) ““Other clusters,” as described in
the definition of cluster of programs in
this section.

GAGAS means generally accepted
government auditing standards issued
by the Comptroller General of the
United States, which are applicable to
financial audits.

Generally accepted accounting prin-
ciples has the meaning specified in gen-
erally accepted auditing standards
issued by the American Institute of
Certified Public Accountants (AICPA).

Indian tribe means any Indian tribe,
band, nation, or other organized group
or community, including any Alaskan
Native village or regional or village
corporation (as defined in, or estab-
lished under, the Alaskan Native
Claims Settlement Act) that is recog-
nized by the United States as eligible
for the special programs and services
provided by the United States to Indi-
ans because of their status as Indians.

Internal control means a process, ef-
fected by an entity’s management and
other personnel, designed to provide
reasonable assurance regarding the
achievement of objectives in the fol-
lowing categories:

(1) Effectiveness and efficiency of op-
erations;
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§3052.105

(2) Reliability of financial reporting;
and

(3) Compliance with applicable laws
and regulations.

Internal control pertaining to the com-
pliance requirements for Federal programs
(Internal control over Federal pro-
grams) means a process—effected by an
entity’s management and other per-
sonnel—designed to provide reasonable
assurance regarding the achievement
of the following objectives for Federal
programs:

(1) Transactions are properly re-
corded and accounted for to:

(i) Permit the preparation of reliable
financial statements and Federal re-
ports;

(ii) Maintain accountability over as-
sets; and

(iii) Demonstrate compliance with
laws, regulations, and other compli-
ance requirements;

(2) Transactions are executed in com-
pliance with:

(i) Laws, regulations, and the provi-
sions of contracts or grant agreements
that could have a direct and material
effect on a Federal program; and

(if) Any other laws and regulations
that are identified in the compliance
supplement; and

(3) Funds, property, and other assets
are safeguarded against loss from un-
authorized use or disposition.

Loan means a Federal loan or loan
guarantee received or administered by
a non-Federal entity.

Local government means any unit of
local government within a State, in-
cluding a county, borough, munici-
pality, city, town, township, parish,
local public authority, special district,
school district, intrastate district,
council of governments, and any other
instrumentality of local government.

Major program means a Federal pro-
gram determined by the auditor to be a
major program in accordance with
§3052.520 or a program identified as a
major program by a Federal agency or
pass-through entity in accordance with
§3052.215(c).

Management decision means the eval-
uation by the Federal awarding agency
or pass-through entity of the audit
findings and corrective action plan and
the issuance of a written decision as to
what corrective action is necessary.
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Non-Federal entity means a State,
local government, or non-profit organi-
zation.

Non-profit organization means:

(1) any corporation, trust, associa-
tion, cooperative, or other organization
that:

(i) Is operated primarily for sci-
entific, educational, service, chari-
table, or similar purposes in the public
interest;

(ii) Is not organized primarily for
profit; and

(iii) Uses its net proceeds to main-
tain, improve, or expand its operations;
and

(2) The term non-profit organization
includes non-profit institutions of
higher education and hospitals.

OMB means the Executive Office of
the President, Office of Management
and Budget.

Oversight agency for audit means the
Federal awarding agency that provides
the predominant amount of direct
funding to a recipient not assigned a
cognizant agency for audit. When there
is no direct funding, the Federal agen-
cy with the predominant indirect fund-
ing shall assume the oversight respon-
sibilities. The duties of the oversight
agency for audit are described in
§3052.400(b). A Federal agency with
oversight for an auditee may reassign
oversight to another Federal agency,
which provides substantial funding and
agrees to be the oversight agency for
audit. Within 30 days after any reas-
signment, both the old and the new
oversight agency for audit shall notify
the auditee, and, if known, the auditor
of the reassignment.

Pass-through entity means a non-Fed-
eral entity that provides a Federal
award to a subrecipient to carry out a
Federal program.

Program-specific audit means an audit
of one Federal program as provided for
in §3052.200(c) and §3052.235.

Questioned cost means a cost that is
questioned by the auditor because of an
audit finding:

(1) Which resulted from a violation or
possible violation of a provision of a
law, regulation, contract, grant, coop-
erative agreement, or other agreement
or document governing the use of Fed-
eral funds, including funds used to
match Federal funds;
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(2) Where the costs, at the time of
the audit, are not supported by ade-
quate documentation; or

(3) Where the costs incurred appear
unreasonable and do not reflect the ac-
tions a prudent person would take in
the circumstances.

Recipient means a non-Federal entity
that expends Federal awards received
directly from a Federal awarding agen-
cy to carry out a Federal program.

Research and development (R&D)
means all research activities, both
basic and applied, and all development
activities that are performed by a non-
Federal entity. Research is defined as a
systematic study directed toward fuller
scientific knowledge or understanding
of the subject studied. The term re-
search also includes activities involv-
ing the training of individuals in re-
search techniques where such activities
utilize the same facilities as other re-
search and development activities and
where such activities are not included
in the instruction function. Develop-
ment is the systematic use of knowl-
edge and understanding gained from re-
search directed toward the production
of useful materials, devices, systems,
or methods, including design and devel-
opment of prototypes and processes.

Single audit means an audit which in-
cludes both the entity’s financial state-
ments and the Federal awards as de-
scribed in §3052.500.

State means any State of the United
States, the District of Columbia, the
Commonwealth of Puerto Rico, the
Virgin Islands, Guam, American
Samoa, the Commonwealth of the
Northern Mariana Islands, and the
Trust Territory of the Pacific Islands,
any instrumentality thereof, any
multi-State, regional, or interstate en-
tity which has governmental functions,
and any Indian tribe as defined in this
section.

Student Financial Aid (SFA) includes
those programs of general student as-
sistance, such as those authorized by
Title 1V of the Higher Education Act of
1965, as amended, (20 U.S.C. 1070 et seq.)
which is administered by the U.S. De-
partment of Education, and similar
programs provided by other Federal
agencies. It does not include programs
which provide fellowships or similar
Federal awards to students on a com-

§3052.200

petitive basis, or for specified studies
or research.

Subrecipient means a non-Federal en-
tity that expends Federal awards re-
ceived from a pass-through entity to
carry out a Federal program, but does
not include an individual that is a ben-
eficiary of such a program. A sub-
recipient may also be a recipient of
other Federal awards directly from a
Federal awarding agency. Guidance on
distinguishing between a subrecipient
and a vendor is provided in §3052.210.

Types of compliance requirements refers
to the types of compliance require-
ments listed in the compliance supple-
ment. Examples include: activities al-
lowed or unallowed; allowable costs/
cost principles; cash management; eli-
gibility; matching, level of effort, ear-
marking; and, reporting.

Vendor means a dealer, distributor,
merchant, or other seller providing
goods or services that are required for
the conduct of a Federal program.
These goods or services may be for an
organization’s own use or for the use of
beneficiaries of the Federal program.
Additional guidance on distinguishing
between a subrecipient and a vendor is
provided in §3052.210.

[62 FR 45949, Aug. 29, 1997, as amended at 70
FR 34986, June 16, 2005]

Subpart B—Audits

§3052.200 Audit requirements.

(a) Audit required. Non-Federal enti-
ties that expend $500,000 or more in a
year in Federal awards shall have a
single or program-specific audit con-
ducted for that year in accordance with
the provisions of this part. Guidance on
determining Federal awards expended
is provided in §3052.205.

(b) Single audit. Non-Federal entities
that expend $500,000 or more in a year
in Federal awards shall have a single
audit conducted in accordance with
§3052.500 except when they elect to
have a program-specific audit con-
ducted in accordance with paragraph
(c) of this section.

(c) Program-specific audit election.
When an auditee expends Federal
awards under only one Federal pro-
gram (excluding R&D) and the Federal
program’s laws, regulations, or grant
agreements do not require a financial

259



