§3052.530

an established program with time-test-
ed regulations. Also, significant
changes in Federal programs, laws, reg-
ulations, or the provisions of contracts
or grant agreements may increase risk.

(3) The phase of a Federal program in
its life cycle at the auditee may indi-
cate risk. For example, during the first
and last years that an auditee partici-
pates in a Federal program, the risk
may be higher due to start-up or close-
out of program activities and staff.

(4) Type B programs with larger Fed-
eral awards expended would be of high-
er risk than programs with substan-
tially smaller Federal awards ex-
pended.

§3052.530 Criteria
auditee.

for a low-risk

An auditee which meets all of the fol-
lowing conditions for each of the pre-
ceding two years (or, in the case of bi-
ennial audits, preceding two audit peri-
ods) shall qualify as a low-risk auditee
and be eligible for reduced audit cov-
erage in accordance with §3052.520:

(a) Single audits were performed on
an annual basis in accordance with the
provisions of this part. A non-Federal
entity that has biennial audits does
not qualify as a low-risk auditee, un-
less agreed to in advance by the cog-
nizant or oversight agency for audit.
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(b) The auditor’s opinions on the fi-
nancial statements and the schedule of
expenditures of Federal awards were
unqualified. However, the cognizant or
oversight agency for audit may judge
that an opinion qualification does not
affect the management of Federal
awards and provide a waiver.

(c) There were no deficiencies in in-
ternal control which were identified as
material weaknesses under the require-
ments of GAGAS. However, the cog-
nizant or oversight agency for audit
may judge that any identified material
weaknesses do not affect the manage-
ment of Federal awards and provide a
waiver.

(d) None of the Federal programs had
audit findings from any of the fol-
lowing in either of the preceding two
years (or, in the case of biennial audits,
preceding two audit periods) in which
they were classified as Type A pro-
grams:

(1) Internal
which were
weaknesses;

(2) Noncompliance with the provi-
sions of laws, regulations, contracts, or
grant agreements which have a mate-
rial effect on the Type A program; or

(3) Known or likely questioned costs
that exceed five percent of the total
Federal awards expended for a Type A
program during the year.

control deficiencies
identified as material
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