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were received. Federal program and
award identification shall include, as
applicable, the CFDA title and number,
award number and year, name of the
Federal agency, and name of the pass-
through entity.

(b) Maintain internal control over
Federal programs that provides reason-
able assurance that the auditee is man-
aging Federal awards in compliance
with laws, regulations, and the provi-
sions of contracts or grant agreements
that could have a material effect on
each of its Federal programs.

(c) Comply with laws, regulations,
and the provisions of contracts or
grant agreements related to each of its
Federal programs.

(d) Prepare appropriate financial
statements, including the schedule of
expenditures of Federal awards in ac-
cordance with §3052.310.

(e) Ensure that the audits required
by this part are properly performed and
submitted when due. When extensions
to the report submission due date re-
quired by §3052.320(a) are granted by
the cognizant or oversight agency for
audit, promptly notify the Federal
clearinghouse designated by OMB and
each pass-through entity providing
Federal awards of the extension.

(f) Follow up and take corrective ac-
tion on audit findings, including prepa-
ration of a summary schedule of prior
audit findings and a corrective action
plan in accordance with §3052.315(b)
and §3052.315(c), respectively.

§3052.305 Auditor selection.

(a) Auditor procurement. In procuring
audit services, auditees shall follow the
procurement standards prescribed by
the Grants Management Common Rule
(hereinafter referred to as the ““A-102
Common Rule”’) 7 CFR Part 3016, Cir-
cular A-110, “Uniform Administrative
Requirements for Grants and Agree-
ments with Institutions of Higher Edu-
cation, Hospitals and Other Non-Profit
Organizations,” or the FAR (48 CFR
part 42), as applicable (OMB Circulars
are available from the Office of Admin-
istration, Publications Office, Room
2200, New Executive Office Building,
Washington, DC 20503). Whenever pos-
sible, auditees shall make positive ef-
forts to utilize small businesses, minor-
ity-owned firms, and women’s business
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enterprises, in procuring audit services
as stated in the A-102 Common Rule,
OMB Circular A-110, or the FAR (48
CFR part 42), as applicable. In request-
ing proposals for audit services, the ob-
jectives and scope of the audit should
be made clear. Factors to be considered
in evaluating each proposal for audit
services include the responsiveness to
the request for proposal, relevant expe-
rience, availability of staff with profes-
sional qualifications and technical
abilities, the results of external quality
control reviews, and price.

(b) Restriction on auditor preparing in-
direct cost proposals. An auditor who
prepares the indirect cost proposal or
cost allocation plan may not also be se-
lected to perform the audit required by
this part when the indirect costs recov-
ered by the auditee during the prior
year exceeded $1 million. This restric-
tion applies to the base year used in
the preparation of the indirect cost
proposal or cost allocation plan and
any subsequent years in which the re-
sulting indirect cost agreement or cost
allocation plan is used to recover costs.
To minimize any disruption in existing
contracts for audit services, this para-
graph applies to audits of fiscal years
beginning after June 30, 1998.

(c) Use of Federal auditors. Federal
auditors may perform all or part of the
work required under this part if they
comply fully with the requirements of
this part.

§3052.310 Financial statements.

(a) Financial statements. The auditee
shall prepare financial statements that
reflect its financial position, results of
operations or changes in net assets,
and, where appropriate, cash flows for
the fiscal year audited. The financial
statements shall be for the same orga-
nizational unit and fiscal year that is
chosen to meet the requirements of
this part. However, organization-wide
financial statements may also include
departments, agencies, and other orga-
nizational units that have separate au-
dits in accordance with §3052.500(a) and
prepare separate financial statements.

(b) Schedule of expenditures of Federal
awards. The auditee shall also prepare
a schedule of expenditures of Federal
awards for the period covered by the
auditee’s financial statements. While
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not required, the auditee may choose
to provide information requested by
Federal awarding agencies and pass-
through entities to make the schedule
easier to use. For example, when a Fed-
eral program has multiple award years,
the auditee may list the amount of
Federal awards expended for each
award year separately. At a minimum,
the schedule shall:

(1) List individual Federal programs
by Federal agency. For Federal pro-
grams included in a cluster of pro-
grams, list individual Federal pro-
grams within a cluster of programs.
For R&D, total Federal awards ex-
pended shall be shown either by indi-
vidual award or by Federal agency and
major subdivision within the Federal
agency. For example, the National In-
stitutes of Health is a major subdivi-
sion in the Department of Health and
Human Services.

(2) For Federal awards received as a
subrecipient, the name of the pass-
through entity and identifying number
assigned by the pass-through entity
shall be included.

(3) Provide total Federal awards ex-
pended for each individual Federal pro-
gram and the CFDA number or other
identifying number when the CFDA in-
formation is not available.

(4) Include notes that describe the
significant accounting policies used in
preparing the schedule.

(5) To the extent practical, pass-
through entities should identify in the
schedule the total amount provided to
subrecipients from each Federal pro-
gram.

(6) Include, 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 amount of in-
surance in effect during the year, and
loans or loan guarantees outstanding
at year end. While not required, it is
preferable to present this information
in the schedule.

§3052.315 Audit findings follow-up.

(a) General. The auditee is responsible
for follow-up and corrective action on
all audit findings. As part of this re-
sponsibility, the auditee shall prepare
a summary schedule of prior audit find-
ings. The auditee shall also prepare a
corrective action plan for current year
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audit findings. The summary schedule
of prior audit findings and the correc-
tive action plan shall include the ref-
erence numbers the auditor assigns to
audit findings under §3052.510(c). Since
the summary schedule may include
audit findings from multiple years, it
shall include the fiscal year in which
the finding initially occurred.

(b) Summary schedule of prior audit
findings. The summary schedule of
prior audit findings shall report the
status of all audit findings included in
the prior audit’s schedule of findings
and questioned costs relative to Fed-
eral awards. The summary schedule
shall also include audit findings re-
ported in the prior audit’s summary
schedule of prior audit findings except
audit findings listed as corrected in ac-
cordance with paragraph (b)(1) of this
section, or no longer valid or not war-
ranting further action in accordance
with paragraph (b)(4) of this section.

(1) When audit findings were fully
corrected, the summary schedule need
only list the audit findings and state
that corrective action was taken.

(2) When audit findings were not cor-
rected or were only partially corrected,
the summary schedule shall describe
the planned corrective action as well as
any partial corrective action taken.

(3) When corrective action taken is
significantly different from corrective
action previously reported in a correc-
tive action plan or in the Federal agen-
cy’s or pass-through entity’s manage-
ment decision, the summary schedule
shall provide an explanation.

(4) When the auditee believes the
audit findings are no longer valid or do
not warrant further action, the reasons
for this position shall be described in
the summary schedule. A valid reason
for considering an audit finding as not
warranting further action is that all of
the following have occurred:

(i) Two years have passed since the
audit report in which the finding oc-
curred was submitted to the Federal
clearinghouse;

(if) The Federal agency or pass-
through entity is not currently fol-
lowing up with the auditee on the audit
finding; and

(iii) A management decision was not
issued.
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