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report shall also include an opinion (or
disclaimer of opinion) as to whether
the auditee complied with laws, regula-
tions, and the provisions of contracts
or grant agreements which could have
a direct and material effect on each
major program, and, where applicable,
refer to the separate schedule of find-
ings and questioned costs described in
paragraph (d) of this section.

(d) A schedule of findings and ques-
tioned costs which shall include the
following three components:

(1) A summary of the auditor’s re-
sults which shall include:

(i) The type of report the auditor
issued on the financial statements of
the auditee (i.e., unqualified opinion,
qualified opinion, adverse opinion, or
disclaimer of opinion);

(ii) Where applicable, a statement
that reportable conditions in internal
control were disclosed by the audit of
the financial statements and whether
any such conditions were material
weaknesses;

(iii) A statement as to whether the
audit disclosed any noncompliance
which is material to the financial
statements of the auditee;

(iv) Where applicable, a statement
that reportable conditions in internal
control over major programs were dis-
closed by the audit and whether any
such conditions were material weak-
nesses;

(v) The type of report the auditor
issued on compliance for major pro-
grams (i.e., unqualified opinion, quali-
fied opinion, adverse opinion, or dis-
claimer of opinion);

(vi) A statement as to whether the
audit disclosed any audit findings
which the auditor is required to report
under §3052.510(a);

(vii) An identification of major pro-
grams;

(viii) The dollar threshold used to
distinguish between Type A and Type B
programs, as described in §3052.520(b);
and

(ix) A statement as to whether the
auditee qualified as a low-risk auditee
under §3052.530.

(2) Findings relating to the financial
statements which are required to be re-
ported in accordance with GAGAS.

§3052.510

(3) Findings and questioned costs for
Federal awards which shall include
audit findings as defined in §3052.510(a).

(1) Audit findings (e.g., internal con-
trol findings, compliance findings,
questioned costs, or fraud) which relate
to the same issue should be presented
as a single audit finding. Where prac-
tical, audit findings should be orga-
nized by Federal agency or pass-
through entity.

(ii) Audit findings which relate to
both the financial statements and Fed-
eral awards, as reported under para-
graphs (d)(2) and (d)(3) of this section,
respectively, should be reported in both
sections of the schedule. However, the
reporting in one section of the schedule
may be in summary form with a ref-
erence to a detailed reporting in the
other section of the schedule.

§3052.510 Audit findings.

(a) Audit findings reported. The audi-
tor shall report the following as audit
findings in a schedule of findings and
questioned costs:

(1) Reportable conditions in internal
control over major programs. The audi-
tor’s determination of whether a defi-
ciency in internal control is a report-
able condition for the purpose of re-
porting an audit finding is in relation
to a type of compliance requirement
for a major program or an audit objec-
tive identified in the compliance sup-
plement. The auditor shall identify re-
portable conditions which are individ-
ually or cumulatively material weak-
nesses.

(2) Material noncompliance with the
provisions of laws, regulations, con-
tracts, or grant agreements related to
a major program. The auditor’s deter-
mination of whether a noncompliance
with the provisions of laws, regula-
tions, contracts, or grant agreements
is material for the purpose of reporting
an audit finding is in relation to a type
of compliance requirement for a major
program or an audit objective identi-
fied in the compliance supplement.

(3) Known questioned costs which are
greater than $10,000 for a type of com-
pliance requirement for a major pro-
gram. Known questioned costs are
those specifically identified by the
auditor. In evaluating the effect of
questioned costs on the opinion on
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compliance, the auditor considers the
best estimate of total costs questioned
(likely questioned costs), not just the
questioned costs specifically identified
(known questioned costs). The auditor
shall also report known questioned
costs when likely questioned costs are
greater than $10,000 for a type of com-
pliance requirement for a major pro-
gram. In reporting questioned costs,
the auditor shall include information
to provide proper perspective for judg-
ing the prevalence and consequences of
the questioned costs.

(4) Known questioned costs which are
greater than $10,000 for a Federal pro-
gram which is not audited as a major
program. Except for audit follow-up,
the auditor is not required under this
part to perform audit procedures for
such a Federal program; therefore, the
auditor will normally not find ques-
tioned costs for a program which is not
audited as a major program. However,
if the auditor does become aware of
questioned costs for a Federal program
which is not audited as a major pro-
gram (e.g., as part of audit follow-up or
other audit procedures) and the known
questioned costs are greater than
$10,000, then the auditor shall report
this as an audit finding.

(5) The circumstances concerning
why the auditor’s report on compliance
for major programs is other than an
unqualified opinion, unless such cir-
cumstances are otherwise reported as
audit findings in the schedule of find-
ings and questioned costs for Federal
awards.

(6) Known fraud affecting a Federal
award, unless such fraud is otherwise
reported as an audit finding in the
schedule of findings and questioned
costs for Federal awards. This para-
graph does not require the auditor to
make an additional reporting when the
auditor confirms that the fraud was re-
ported outside of the auditor’s reports
under the direct reporting require-
ments of GAGAS.

(7) Instances where the results of
audit follow-up procedures disclosed
that the summary schedule of prior
audit findings prepared by the auditee
in accordance with §3052.315(b) materi-
ally misrepresents the status of any
prior audit finding.
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(b) Audit finding detail. Audit findings
shall be presented in sufficient detail
for the auditee to prepare a corrective
action plan and take corrective action
and for Federal agencies and pass-
through entities to arrive at a manage-
ment decision. The following specific
information shall be included, as appli-
cable, in audit findings:

(1) Federal program and specific Fed-
eral award identification including the
CFDA title and number, Federal award
number and year, name of Federal
agency, and name of the applicable
pass-through entity. When informa-
tion, such as the CFDA title and num-
ber or Federal award number, is not
available, the auditor shall provide the
best information available to describe
the Federal award.

(2) The criteria or specific require-
ment upon which the audit finding is
based, including statutory, regulatory,
or other citation.

(3) The condition found, including
facts that support the deficiency iden-
tified in the audit finding.

(4) ldentification of questioned costs
and how they were computed.

(5) Information to provide proper per-
spective for judging the prevalence and
consequences of the audit findings,
such as whether the audit findings rep-
resent an isolated instance or a sys-
temic problem. Where appropriate, in-
stances identified shall be related to
the universe and the number of cases
examined and be quantified in terms of
dollar value.

(6) The possible asserted effect to
provide sufficient information to the
auditee and Federal agency, or pass-
through entity in the case of a sub-
recipient, to permit them to determine
the cause and effect to facilitate
prompt and proper corrective action.

(7) Recommendations to prevent fu-
ture occurrences of the deficiency iden-
tified in the audit finding.

(8) Views of responsible officials of
the auditee when there is disagreement
with the audit findings, to the extent
practical.

(c) Reference numbers. Each audit
finding in the schedule of findings and
questioned costs shall include a ref-
erence number to allow for easy ref-
erencing of the audit findings during
follow-up.
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