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Audits 
 
The Background of the Single Audit Concept 
 
To understand the requirements for single audits of federally assisted programs, it is 
necessary to gain an understanding of the laws and procedures that have lead to the 
evolution of the current single audit requirements. 
 
In 1984, Congress passed the Single Audit Act, which required most governmental 
recipients of federal assistance to have organization-wide financial and compliance audits on 
an annual basis.  The Single Audit Act was largely based on Attachment P of Circular A-
102, Grants and Cooperative Agreements with State and Local Governments, which 
introduced the single audit concept. 
 
To implement the Single Audit Act, OMB issued Circular A-128, Audits of State and Local 
Governments.  Under the Circular A-128, state and local governments that received more 
than $100,000 per year in federal financial assistance were required to have annual financial 
and compliance audits.  Those state and local recipients that received between $25,000 and 
$100,000 per year had the option of having an annual single audit or following the 
provisions of other existing laws affecting the audit of the individual programs from which 
they received funds.  Recipients that received less than $25,000 per year were not required 
to have any federal audit performed (but were expected to maintain records). 
 
Although the act or Circular A-128 did not cover colleges, universities and other nonprofit 
organizations, OMB has committed to developing a similar administrative policy for 
auditing such organizations.  In 1990, OMB issued Circular A-133, Audits of Institutions of 
Higher Education and Other Nonprofit Institutions.  However, because of differences 
between the accounting principles applicable to and operations and environments of the 
nonprofit recipients and the government recipients, Circular A-133 contained certain unique 
provisions (e.g., coordinated audit approach). 
 
By 1996, most members of the audit community judged the Single Audit Act a success but 
several studies on the strengths and weaknesses of the single audit process identified 
potential improvements.  The studies made recommendations regarding the threshold for 
triggering the single audit threshold, major program determination, the single audit reporting 
deadline, and other related issues.  In addition, OMB had reached the conclusion that 
subjecting governmental and non-governmental recipients to different audit policies created 
confusion. 
 
As a result of the recommendations from NSAA, PCIE, GAO and OMB, Congress passed 
the Single Audit Act Amendments of 1996, which were effective for fiscal years beginning 
after June 30, 1996.  The 1996 amendments made several changes to the single audit 
process, including the following: 
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- Raising the threshold triggering the single audit requirements to $300,000 in 
federal awards expended annually; 

- Revising the definition of major program to incorporate a risk-based approach; and 
    -   Creating uniform audit requirements for all grant recipients – state and local 

government, colleges and universities, hospitals and other nonprofit organizations. 
 
On June 30, 1997, OMB issued revised Circular A-133, Audits of States, Local 
Governments and Nonprofit Organizations, to implement the new requirements of the 1996 
amendments and rescinded Circular A-128. 
 
In June of 2003, OMB again revised the circular, raising the single audit threshold to 
$500,000 and making corresponding changes.  
 
The Single Audit Act Amendments of 1996 were enacted to streamline and improve the 
effectiveness of audits of federal awards and to reduce the audit burden on states, local 
government, and not-for-profit organizations.  Those goals were achieved, in part, by 
increasing the dollar threshold for requiring a single audit to $300,000 in federal awards 
expended from $25,000 in federal awards received, and introducing a risk-based approach 
for determining which federal programs are to be considered major programs (See Appendix 
H). 
 
On June 30, 1997, the Office of Management and Budget issued a revised Circular A-133, 
Audits of States, Local Governments and Non-Profit Organizations, to implement the new 
requirements of the 1996 amendments and rescinded Circular A-128.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



LTWH Audits, 12.3 
 

Definitions 
 
Listed below are definitions that are used in the Single Audit Act Amendments of 1996: 
 

Comptroller General means the Comptroller General of the United States. 
 
Director means the director of the Office of Management and Budget (OMB). 
 
Federal Agency has the same meaning as the term agency in §551(1) of Title 5, 
U.S.C. 
 
Federal Awards means federal financial assistance and federal cost-
reimbursement contracts that non-federal entities receive directly from federal 
awarding agencies or indirectly from pass-through entities. 
 
Federal Financial Assistance means assistance that non-federal entities receive 
or administer in the form of grants, loans, loan guarantees, property, cooperative 
agreements, interest subsidies, insurance, food commodities, direct appropriations 
or other assistance, but does not include amounts received as reimbursement for 
services rendered to individuals in accordance with guidance issued by the 
director. 
 
Federal Program means all federal awards to a non-federal entity assigned a 
single number in the Catalog of Federal Domestic Assistance or encompassed in a 
group of numbers or other category as defined by the director. 
 
Generally Accepted Government Auditing Standards (GAGAS) means the 
government auditing standards issued by the Comptroller General.  (The Single 
Audit Information Service makes reference to Government Auditing Standards 
rather that GAGAS) 
 
Independent Auditor means (A) an external state or local government auditor 
who meets the independence standards including in Government Auditing 
Standards or (b) a public accountant who meets such independence standards. 
 
Indian Tribe means any Indian tribe, band, nation or other organized group or 
community, including an Alaskan Native village or regional or village corporation 
(as defined in, or established under, the Alaskan Native Claims Settlement Act) 
that is recognized by the United States as eligible for the special programs and 
services provided by the United States to Indians because of their status as 
Indians. 
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Internal Controls means a process, affected by an entity’s management and other 
personnel, designed to provide reasonable assurance regarding the achievement of 
objectives in the following categories: 
 

1. Effectiveness and efficiency of operations. 
2. Reliability of financial reporting: and; 
3. Compliance with applicable laws and regulations. 

 
Local Government means any unit of local government within a state, including 
a county, borough, municipality, city, town, township, parish, local public 
authority, special district, school district, intrastate district, counsel of 
governments, any other instrumentality of local government and, in accordance 
with guidelines issued by the directors, a group of local governments. 
 
Major Program means a federal program identified in accordance with risk-
based criteria prescribed by the director under the Single Audit Act Amendments 
of 1996, subject to the limitations described under subsection (b) of the 1996 
amendments. 
 
Non-Federal Entity means a state, local government or nonprofit organization.  
 
Nonprofit Organization means any corporation, trust, association, cooperative or 
other organization that (a) is operated primarily for scientific, educational, 
service, charitable or similar purposes in the public interest, (b) is not organized 
primarily for profit and (c) uses net proceeds to maintain, improve or expand the 
operations of the organization. 
 
Pass-Through Entity means a non-federal entity that provides federal awards to 
a sub-recipient to carry out federal program. 
 
Program-Specific Audit means an audit of one federal program. 
 
Recipient means a non-federal entity that receives awards directly from a federal 
agency to carry out federal program. 
 
Single Audit mean an audit, as described under 31 U.S.C. §7502(d), of a non-
federal entity that includes the entity’s financial statement and federal awards. 
 
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 Territories of the 
Pacific Islands, any instrumentality thereof, any multi-state, regional or interstate 
entity that has governmental functions and any Indian Tribe. 
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Sub-recipient means a non-federal entity that receives federal awards though 
another non-federal entity to carry out a federal program, but does not include an 
individual who receives financial assistance through such awards. 

 
To further assist grantees and auditors with the single audit process, OMB provided 
additional definitions in Circular A-133.  The circular provides both supplemental 
definitions to some of the same terms defined in the Single Audit Act, as amended 
(e.g., major programs and GAGAS) and additional definitions of terms not included 
in the act.  Some of the added terms include: 

 
Cluster of Program means a grouping of closely related programs that share 
common compliance requirements.  The types of clusters of programs are 
research and development (R&D), student financial aid (SFA) and other clusters.  
“Other clusters” are those defined by OMB in the Circular A-133 Compliance 
Supplement or designated b a state for federal awards the state provides to its sub-
recipients that meet the definition of a cluster of programs.  When designating an 
“other cluster,” a state must identify the federal awards included in the cluster, 
consistent with §400(d)(1) and §400(d)(2) of the circular, respectively.  A cluster 
of programs in considered one program for determining major programs, as 
described in §. 520 of the circular, and, with the exception of R&D as described in 
§. 200 (c) of the circular, whether a program –specific audit may be elected. 
 
Compliance Supplement refers to the Circular A-133 Compliance Supplement, 
included as Appendix B to Circular A-133, or such documents as OMB or its 
designee may issue to replace is. 
 
Internal Control Pertaining to the Compliance Requirements for Federal 
Programs (Internal Control Over Federal Programs) means a process, 
affected by an entity’s management and other personnel, designed to provide 
reasonable assurance regarding the achievement of the following objectives: 
 

1. Transactions are properly recorded and accounted for to (i) permit the 
preparation of reliable financial statements and federal reports, (ii) 
maintain accountability over assets and (iii) demonstrated compliance with 
laws, regulations and other compliance requirements; 

2. Transactions are executed in compliance with (i) laws, regulations and the 
provisions of contracts or grant agreements that could have a direct and 
material effect on a federal program and (ii) any other laws and 
regulations that are identified in the compliance supplement; and 

3. Funds, property and other assets are safeguarded against loss from 
unauthorized use or disposition. 
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Management Decision means the evaluation 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. 
 

Grantees and auditors should review all of the definitions in Circular A-133 as part of the 
single audit process. 
 
 
Office of Management and Budget Circular A-133 
 
Purpose 
 
OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, 
implements the Single Audit Act Amendments of 1996 that administer federal awards.  
Federal awards include federal cost-reimbursement contracts and federal financial 
assistance. 
 
For the purpose of the Long Term Workforce Housing Projects (LTWH), the state is 
required to institute audit procedures applicable to for-profit grantees.  Pursuant to 7 CFR 
3052.210(e), each State agency has the authority for establishing audit policy for for-profit 
Title XIX and Title XX institutions with regard to the receipt of Federal funds. 
 
In order to maintain continuity between non-profit and for-profit institutions, the 
Department of Disaster Recovery (DRD) has used Office of Management and Budget 
(OMB) Circular A-133, Audits of States, Local Governments, and Non-profit Organizations 
as a guide for establishing the audit policies for for-profit institutions.  
 
Like the 1996 amendments, Circular A-133 is effective for audits of fiscal years beginning 
after June 30, 1996. 
 
Federal awarding agencies must apply the circular to grantees whether they are recipients 
expending awards received directly from the federal agencies, or are sub-recipients 
expending federal awards received from pass-through entities (grantees that provide awards 
to sub-recipients to carry out a federal program). 
 
Requirements 
 
Grantees that expend $500,000 or more in a year in federal awards must have a Circular A-
133 single audit (or program-specific audit) performed for that year.  The single audit must 
be performed in accordance with Government Auditing Standards and cover the entire 
operations of the auditee, specifically the grantee’s financial statements and Schedule of 
Expenditures of Federal Awards, both of which must be for the same fiscal year.  The 
grantee, however, may choose to have a series of audits performed that cover the 
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departments, agencies, and other organizational units that expended or administered federal 
awards during the fiscal year.  Each audit must cover the financial statements and Schedule 
of Expenditures of Federal Awards of the department, agency or other organizational unit.  
 
Program-Specific Audit Election 
 
A grantee can elect to have a program-specific audit when it expends federal awards under 
only one federal program, excluding research and development (R&D), and the federal 
program’s laws, regulations or grant agreement do not require a financial statement audit of 
the grantee.  A grantee cannot elect to have a program-specific audit of R&D funds unless 
all of the federal awards expended were received from the same federal agency or the same 
federal agency and pass-through entity and the federal agency or pass-through entity 
approved a program-specific audit in advance. 
 
Determining Federal Awards Expended 
 
Grantees (and their auditors) should be able to properly calculate their fiscal-year federal 
expenditures to determine if they have met the $500,000 single audit threshold. Under 
Circular A-133, the determination of when an award is expended should be based on when 
the activity related to the award occurs.  Generally, the activity pertains to events that 
require the grantee to comply with laws, regulations and the provisions of grant agreements, 
such as: 
 

• Expenditure/expense transactions associated with grants, cost-reimbursement 
contracts, cooperative agreements and direct appropriations: 

• Disbursement of funds passed through to sub-recipients; 
• Use of loan proceeds under loan and loan guarantee programs; 
• Receipt of property; 
• Receipt of surplus property; 
• Receipt or use of program income; 
• Distribution amounts entitling the grantee to an interest subsidy; and  
• The period in which insurance is in force. 

 
The circular provides detailed guidance on the calculation of the value of federal awards 
expended under loan programs because the federal government is a risk for loans until the 
debt is repaid.  Under Circular A-133, a grantee’s federal expenditures under a loan program 
equal the value of new loans made or received during the fiscal year plus the balance of 
loans from previous years for which the federal government imposes continuing compliance 
requirements and any interest subsidy, cash or administrative cost allowance received.  
Loans, the proceeds of which were received and expended in prior years, are not considered 
federal awards expended when the law, regulations and grant agreements relating to such 
loans impose no continuing compliance requirements other than to repay the loans.  
Continuing compliance requirements are those requirements that a grantee must adhere to 
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on a day-to-day basis, such s the 14 types of compliance requirements identified in the 
Circular A-133 Compliance Supplement. 
 
The Circular states that when loans are made to students of an institution of higher 
education but the institution does not make the loans, then only the value of the loans made 
during that year is considered federal awards expended in that year.  The balance of the 
loans for previous years is not included as federal expenditures because the lender accounts 
for the prior balances.  Also, loans made from the Nation Credit Union Share Insurance 
Fund and the Central Liquidity Facility that are funded from insured institutions are not 
considered federal awards expended. 
 
In addition, the circular provides guidance for calculating federal awards expended for the 
following types of federal assistance: 
 

• Endowment Funds.  The cumulative balance of federal awards for endowment funds 
that are federally restricted are considered federal awards expended in each year in 
which the funds are still restricted. 

• Free Rent.  Free rent by itself is not considered a federal award expended under the 
circular.  But if it is received as part of an award to carry out a federal program, it 
must be included in determining federal awards expended for purposes of a Circular 
A-133 audit. 

• Non-Cash Assistance.  Federal non-cash Assistance, such as free rent, food stamps, 
food commodities, donated property or donated surplus property must be valued at 
fair market value at the time of Receipt or the assessed value provided by the federal 
agency. 

• Medicaid.  Medicaid payments to sub-recipient for providing patient care services to 
Medicaid-eligible individuals are not considered federal awards under the circular, 
unless a state requires the funds to be treated as federal awards expended because 
reimbursement is on a cost-reimbursement basis. 

• Medicare.  Medicare payments to a non-federal entity for providing patient care 
services to Medicare-eligible individuals are not considered federal awards under 
circular A-133. 

 
Cost principles and procedures for “for-profit” organization will fall under the guidance in 
Title 48, Federal Acquisition Regulation, Chapter 1, Part 31 Contract Cost Principles and 
Procedures 
 
Related to Other Requirements 
 
A grant recipient may have a Circular A-133 audit in lieu of any financial audit required by 
individual federal assistance programs.  The Circular requires federal awarding agencies to 
rely on and use a grantee’s single audit when the audit meets the agencies’ needs. 
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The Circular, however, does not limit the authority of federal agencies, including inspectors 
general, or the General Accounting Office (GAO) to perform or arrange for additional audits 
(e.g., financial audits, performance audits, evaluations, inspections or reviews).  It also does 
not authorize grantees to constrain federal agencies from performing such audits.  But the 
circular states that any additional audits must be planned and performed in such a way as to 
build upon work performed by other auditors.  And federal agency that performs or 
contracts for additional audits must be consistent with applicable laws and regulations and 
arrange to fund the full cost of the audit. 
 
Instead of arranging for additional audits, a federal agency may request that a grantee have a 
particular program audited as a major program as part of the grantee’s single audit.  To 
allow for planning, Circular A-133 requires a federal agency to make any such request at 
least 180 days prior to the end of the fiscal year to be audited.  The grantee, after consulting 
its auditor, should promptly respond to such a request by informing the federal agency 
whether the federal program would otherwise be audited as major under the risk-based audit 
approach.  If the program would not otherwise be treated as a major program, the grantee 
must provide the estimated incremental cost of auditing the program as major.  The federal 
agency then must promptly confirm with the grantee that it wants the program to be audited 
a major. 
 
Under the circular, if a federal agency request that a program be audited as major (following 
the above procedures) and agrees to pay the full incremental cost, the auditee must have the 
program audited as major.  An audit of such programs as major counts toward meeting the 
percentage-of-coverage rule, which requires an auditor to test as major those federal 
programs that encompass at least 50% of a sub-recipient’s total awards (25% if the sub-
recipient qualifies as low-risk). 
 
Exemptions 
 
Grantees that expend less than $500,000 a year in federal awards are exempt from federal 
audit requirements for that year (except any additional audits an agency may perform, such 
as performance audits, reviews or inspections).  To ensure that such grantees do not have 
unnecessary single audits, Circular A-133 specifically states that the cost of auditing a 
grantee that is exempt is an unallowable cost that may not be charged to federal awards.  But 
a grantee must make records available for review or audit by appropriate officials of federal 
agencies, and/or pass-through entities. 
 
Circular A-133 requires the auditee to identify in its accounts all federal awards received 
and expended and the federal programs under which they were received.  The auditee is also 
required to prepare a schedule of expenditures of federal awards for the period covered by 
its financial statements; however, Circular A-133 places the responsibility for identifying 
major programs on the auditor, and it provides the criteria to be used in applying a risk-
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based approach to determining major programs.  The risk-based approach is designed to 
focus the single audit on higher risk programs. 
 
The auditor's determination of the programs to be audited is based on an evaluation of the 
risk of noncompliance occurring that could be material to an individual major federal 
program.  In evaluating such a risk, the auditor considers, among other things, the current 
and prior audit experience with the auditee, the oversight exercised by federal agencies and 
pass-through entities, and the inherent risk of the federal programs. 
 
Determination of Type A and Type B Programs 
 
The guidance on the risk-based approach consist of the following four steps: 
 
Step 1 - Determination of Type A and Type B programs 
Step 2 - Identification of low-risk Type A programs 
Step 3 - Identification of high-risk Type B programs 
Step 4 - Determination of programs to be audited as major 
 
Step 1 - Determination of Type A and Type B Programs 
 
To determine which federal programs are to be audited as major, the auditor must first 
identify federal programs as being either Type A or Type B as defined in Circular A-133.  In 
general, Type A programs are larger federal programs and Type B programs are smaller 
federal programs.  The auditor should obtain the schedule of expenditures of federal awards 
from the auditee to assist in the identification of Type A and Type B programs.  The 
schedule of expenditures of federal awards, prepared by the auditee, includes all cash and 
non-cash awards either on the face of the schedule or in the notes to the schedule.  Auditors 
should note that for purposes of determining major programs, a cluster of programs should 
be considered as one program. 
 
Step 2 - Identification of Low-Risk Type A Programs 
 
After completing step 1, the auditor should perform a risk assessment of each Type A 
program to identify those that are low-risk.  Circular A-133 includes certain conditions that, 
when met, indicate that a Type A program may be low-risk. 
 
Type A programs may generally be considered low-risk if both of the following conditions 
are met: (a) the program has been audited as a major program in at least one of the two most 
recent audit periods, and (b) in the most recent audit period, the program had no audit 
findings. 
 
Step 3 - Identification of High-Risk Type B Programs 
 



LTWH Audits, 12.11 
 

After completing steps 1 and 2, the auditor should identify Type B programs that are high-
risk, using professional judgment and the risk criteria. 
 
Step 4 - Determination of Programs to Be Audited as Major 
 
After completing steps 1 through 3, the auditor identifies the major programs.  At a 
minimum, Circular A-133 requires the auditor to audit all of the following as major 
programs: 
 
-  All Type A programs, except those identified as low-risk under step 2; 
 
-  High-risk Type B programs as identified under either of the two stated in Circular A-

133; 
 
-  Programs to be audited as major based on a federal agency request; and 
 
-  Additional programs, if any, that are necessary to meet the percentage-of-coverage 

rule. 
 
Deviation From Use of Risk Criteria 
 
For first-year audits, Circular A-133 allows auditors to deviate from the above-described 
risk assessment process.  A first-year audit is defined as the first year an entity is audited 
under the June 30, 1997 revision to Circular A-133 or as the first year of a change in 
auditors.  This exception allows the auditor authority to determine major programs as all 
Type A programs plus any Type B programs as are necessary to meet the percentage-of-
coverage rule. 
 
Percentage-of-Coverage Rule 
 
Circular A-133 requires the auditor to audit, as major programs, federal programs with 
federal awards expended that, in the aggregate, encompass at least 50 percent of the total 
federal awards expended.  However, if the auditee meets the low-risk criteria, the auditor is 
only required to audit the following as major programs federal programs with federal 
awards expended that, in the aggregate, encompass at least 25 percent of the total federal 
awards expended.   
Program-Specific Audits 
 
A grant recipient that expends $500,000 or more a year in federal awards may elect to have 
a program-specific audit (an audit of one federal program or program cluster) rather than a 
single audit, if both of the following criteria are met: 
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-  The grant recipient expends federal awards under only one federal program, excluding 
research and development; and 

 
-  The federal program's laws, regulations or grant requirements do not require a 

financial statement audit of the grantee. 
 
A cluster of programs is defined in Circular A-133 as federal programs that have different 
CFDA numbers but are closely related and share common compliance requirements, such 
as, section 8 housing programs, community development block grants, and rural housing 
programs.  The following are examples: 

 
 
 

CLUSTERS  
  

Cluster Name/Agency 
 
CFDA No.  Name of Programs 

 
Section 8 Cluster 
HUD 

 
14.182 Section 8 New Construction and Substantial 

Rehabilitation 
 
 

 
14.855 Section 8 Rental Voucher Program 

 
 

 
14.856 Lower Income Housing Assisting  Program --

Section 8 Moderate  Rehabilitation 
 
 

 
14.857 Section 8 Rental Certificate Program 

 
 

 
(No Number) Section 8 Moderate Rehabilitation   

Program for Single Room Occupancy Dwellings 
for Homeless Individuals 

 
CDBG -- Entitlement and (HUD-Administered) Small Cities Cluster 
 
HUD 

 
14.218 Community Development Block Grant/ 

Entitlement Program 
 
 

 
14.219 Community Development Block Grant/  

Small Cities Program 
 
 
 
 
Submitting a Program-Specific Audit Report 
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The program-specific audit must be completed and the required reporting submitted by the 
grantee within the earlier of 30 days after the receipt of the auditor's report or nine months 
after the end of the audit period, unless a longer period is agreed to in advance by the federal 
awarding agency or a different period is specified in the program-specific audit guide.   
 
OMB Circular A-133 Compliance Supplement 
 
The Compliance Supplement is based on the requirements of the Single Audit Act and 
Circular A-133, which provide for the issuance of a compliance supplement to assist 
auditors in performing the required audits.  The Compliance Supplement serves to identify 
existing compliance requirements that the federal government expects to be considered as 
part of an audit in accordance with the Single Audit Act and Circular A-133.  For the 
programs included in the Compliance Supplement, it provides a source of information for 
auditors to understand the federal program's objectives, procedures, and compliance 
requirements relevant to the audit, as well as the audit objectives and suggested audit 
procedures for determining compliance with these requirements.  It also provides guidance 
to assist auditors in determining compliance requirements relevant to the audit, audit 
objectives, and suggested audit procedures for programs not included in the Compliance 
Supplement.   
 
For single audits, the Compliance replaces agency audit guides and other audit requirement 
documents for individual federal programs. 
 
The Compliance Supplement is effective for audits of fiscal years beginning after June 30, 
1996, and supersedes the compliance supplements, Audits of States and Local Government 
(issued in 1990), and Audits of Institutions of Higher Education and Other Non-Profit 
Organizations (issued in 1991).  (See Appendix A - OMB Circular A-133 Compliance 
Supplement).   
 
Frequency of Audits 
 
Circular A-133 requires grantees to have a single audit annually. 
 
Audit Cost 
 
The cost of a sub-recipient’s single audit performed in accordance with Circular A-133 are 
allowable charges to a federal award, unless prohibited by law (e.g., a program’s budget 
does not provide sufficient funding to cover audit cost).  Grantees may treat the charges as a 
direct cost or an allocated indirect cost, as determined in accordance with the provisions of 
the applicable Office of Management and Budget cost principles, the Federal Acquisition 
Regulation or other applicable regulations. 
 
Grantees, however, may not charge the following audit cost to a federal award: 
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• The cost of any audit required by the Single Audit Act Amendments of 1996 not 

performed in accordance with Circular A-133; and  
•  The cost of auditing a sub-recipient that has expended less than $500,000 per year in 

federal awards and, therefore, is exempt from having a single audit under Circular 
A-133. 

 
Sub-recipients Monitoring Cost 
 
Circular A-133 permits pass-through entities to charge federal awards for the cost of 
limited-scope audits to monitor it sub-recipients that do not have a single audit because they 
spent less than $500,000 in federal awards in a fiscal year.  Using limited-scope audits, pass-
through entities can ensure that sub-recipients are complying with federal program laws, 
regulations and grant agreements.  To assist grantees and their auditors, the circular defines 
limited-scope audits to include only agreed-upon procedures engagements conducted in 
accordance with the American Institute of Certified Public Accountants’ (AICP’s) generally 
accepted auditing standards (GAAS) and attestation standards.  The audit must be paid for 
and arranged by a pass-through entity and address only one or more of the following types 
of compliance requirements: 
 

• Activities allowed or unallowed; 
• Allowable cost/cost principles; 
• Eligibility; 
• Matching, level of effort, earmarking; and 
• Reporting 
 

Under GAAS, and agreed-upon procedures engagement is one in which a practitioner is 
engaged by a client to issue a report of findings based on specific procedures performed on 
the subject matter of specific elements, accounts or items of a financial statement (i.e., 
accounting information that is part of, but significantly less than, a financial statement).  The 
user of the report and the accountant agree upon the procedures to be performed by 
accountant that the user believe are appropriate, and the accountant prepares a report that 
should be in the form of procedures and findings.  Similarly, AICPA’s attestation standards 
state that an agreed-upon procedures engagement is one in which a practitioner is engaged 
by a client to issue a report of findings based on specific procedures performed on the 
subject matter of an assertion (i.e., any declaration or set of related declarations taken as a 
whole, by a party responsible for it).  As under GAAS, the users and accountant agree upon 
procedures and the accountant reports on those procedures and any findings. 
 
For sub-recipients that spend less than $500,000 in federal awards annually, the cost of any 
other audits or attestation engagement are unallowable and may not be charged to federal 
awards (e.g., a financial statement audit conducted in accordance with GAAS or 
Government Auditing Standards).  
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Grantees also may select other sub-recipient monitoring techniques that are more targeted 
and less costly than a full-scale audit, including onsite visits and reviews of documentation, 
based on the size of the federal awards, percentage of total program funds passed through to 
sub-recipients and the complexity of the applicable program compliance requirements. The 
cost of these monitoring techniques may be charged to federal awards as either a direct cost 
or allocated indirect cost, in accordance with Circular A-133 and the relevant cost principles 
(circular A-21, Cost Principles for Educational Institutions; A-87, Cost Principles for State, 
Local and Indian Tribal Governments; and A-122, Cost Principles for Nonprofit 
Organizations). 
 
Additional Audits 
 
In addition to a grantee’s single audit, Circular A-133 permits federal agencies or the 
General Accounting Office to perform or arrange for additional audits, such as financial 
audits, performance audits, evaluations, inspections or reviews.  However, federal agencies 
requiring additional audits must arrange to fund the full cost of such audits.  Also, federal 
agencies may request that a grantee have a certain federal program audited as a major 
program as part of the grantee’s Circular A-133 audit.  But a grantee only must have the 
program audited as major if the federal agency making the request agrees to pay the full 
incremental cost of auditing the additional program.   
 
Objectives of a Single Audit 
 
A single audit must include, among other parts, the following two major components:  (1) 
the financial statements of the entity taken as a whole and (2) supplemental Schedule of 
Expenditures of Federal Awards. 
 
The objective of a financial statement audit is to determine whether the statements are fairly 
presented, in all material respects, in conformity with Generally Accepted Accounting 
Principles (GAAP).  An auditor’s management is responsible for defining the entity and 
preparing financial statements.  The results of the audit are expressed by the auditor in an 
opinion. 
In reporting these results, the auditor is required to provide the following: 
 

1. An opinion or disclaimer as to whether the Schedule of Expenditures of Federal 
Awards is presented fairly in all material respects in relation to the financial 
statements taken as a whole; 

 
2. A report on internal controls related to the major programs; and 
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3. An opinion on whether the auditee complied with laws, regulations and the 
provisions of contracts or grant agreements that could have a material effect on 
each major program. 

 
Single Audit Compliance Objectives 
 
In addition to a financial statement audit in accordance with Generally Accepted Auditing 
Standards (GAAS) and Government Auditing Standards, Circular A-133 requires the 
auditor to determine whether the auditee has complied with laws, regulations, and the 
provisions of contracts or grant agreements that may have direct and material effect on each 
of its major programs.  A single audit results in the auditor expressing an opinion on the 
auditee's compliance with these compliance requirements for each of its major programs.  
To express such an opinion, the auditor accumulates sufficient evidence by planning and 
performing tests of transactions and such other auditing procedures as are necessary in 
support of the entity's compliance with applicable compliance requirements, thereby 
limiting audit risk to an appropriately low level. 
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Responsibilities of Auditee 
 
The auditee is responsible for the following: (a) for complying with the compliance 
requirements related to each of its federal programs, and (b) for establishing and 
maintaining effective internal control over compliance for federal programs that provides 
reasonable assurance that the auditee is managing federal awards in compliance with laws, 
regulations, and the provisions of contracts or grant agreements that could have a material 
effect on each of its federal programs. 
 
The second part of a single audit is to determine whether the supplemental Schedule of 
Expenditures of Federal Awards is fairly presented, in all material respects, in relation to the 
financial statements taken as a whole. 
 
Office of Management and Budget Circular A-133 requires the recipient to prepare the 
Schedule of Expenditures of Federal Awards.  The auditor must assess whether the schedule 
includes all elements required by Circular A-133 and whether the information is consistent 
with the underlying records from which the basic financial statements were prepared.   
 
At a minimum, the Schedule of Expenditures of Federal Awards must include the following: 
 

1. A list of federal programs by federal agency; 
 

2. The name of any pass-through entities and any identifying numbers assigned by 
those entities; 

 
3. Total amount of federal awards expended for each federal program and the Catalog 

of Federal Domestic Assistance (CFDA) number (or other identifying number 
when the CFDA information is not available); 

 
4. A description of the significant accounting policies used in preparing the schedule; 

and 
 

5. Total amounts provided to sub-recipients from each federal program. 
 

The schedule should cover the same time period as the audit of the financial 
statements and include all direct and pass-through activities of the reporting entity. 

 
Records 
 
Proper records must support expenditures of federal funds.  Absence of such documentation 
is reason for an auditor to question incurrence of the cost and the system of internal controls. 
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Specific details of any reportable conditions or instances of noncompliance required to be 
reported would be discussed in the Schedule of Findings and Questioned Costs 
accompanying the reports. 
 
 
 
 
Schedule of Findings and Questioned Costs 
 
The auditor is responsible for preparing a Schedule of Findings and Questioned Costs for 
inclusion in the reporting package sent to federal agencies and pass-through entities.  The 
schedule provides an overview of the audit results and audit findings.  Circular A-133 
requires that the schedule contain the following three components: 
 

1. A summary of the auditor's results; 
 

2. Findings and questioned costs relating to the financial statement; and  
 

3. Findings and questioned costs for federal awards. 
 
Circular A-133 requires that the auditor report the following information as audit findings in 
the 
schedule: 
 

1. Reportable conditions in internal control over major programs; 
 

2. A material noncompliance with the provisions of laws, regulations, contracts or 
grant agreements related to a major programs; 

 
3. Known and/or likely questioned costs that are greater than $10,000 for a type of 

compliance requirement for a major program; 
 
4. Known questioned costs that are greater than $10,000 for a federal program that is 

not audited as a major program; 
 

5. The circumstances concerning why the auditor's report on compliance for major 
programs is other than an unqualified opinion; 

 
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; 
and  
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7. Instances where the results of audit follow-up procedures disclosed that the 
Summary Schedule of Prior Audit Findings prepared by the auditee materially 
misrepresents the status of any prior audit finding. 

 
Questioned Costs 
 
Questioned costs are defined by Circular A-133 to include cost that are questioned by the 
auditor because of an audit finding (a) that resulted from a violation or possible violation of 
a provision of a law, regulation contract, grant, cooperative agreement, or other agreement 
or document governing the use of federal funds, including funds used to match federal 
funds, (b) for which the costs, at the time of the audit, are not supported by adequate 
documentation, or (c) for which the costs incurred appear unreasonable and do not reflect 
the actions a prudent person would take in the circumstances. 
 
To make the Schedule of Findings and Questioned Costs easy to use, the auditor should 
label each audit finding in the Schedule of Findings and Questioned Costs with a reference 
number.  An example of a reference number is 1997-1, indicating the year of finding and the 
finding number.   
 
Role of Federal Agencies and Other Entities 
 
The single audit process imposes responsibilities on various federal and other agencies in 
addition to the auditee and auditor, such as federal awarding agency and pass-through 
entities. 
 
Federal Awarding Agencies 
 
Circular A-133 establishes several responsibilities for the federal awarding agency, 
including the following: 
 

1. Identifying federal awards made by informing each grantee of the Catalog of 
Federal Domestic Assistance (CFDA) title and number, award name and number, 
and award year; 

 
8. Advising grantees of requirements imposed on them by federal laws, regulations, 

and the provisions of contracts or grant agreements; 
 

3. Ensuring that audits are completed, reports are received in a timely manner, and 
audits are in accordance with Circular A-133's requirements; 

 
4. Providing technical advise to auditees and auditors as requested; 
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5. Issuing management decisions on audit findings within six months after receipt of 
the audit report and ensuring that the recipient takes appropriate and timely 
corrective action; and  

 
6. Assigning a person to be responsible for providing annual updates of the Circular 

A-133 Compliance Supplement to OMB. 
 
Pass-Through Entities 
 
A pass-through entity must do the following: 
 

1. Identify federal awards made by informing each sub-recipient of the CFDA title 
and number, award name and number, and award year; 

 
2. Advise sub-recipients of requirements imposed on them by federal laws, 

regulations and the provisions of contracts or grant agreements, as well as any 
supplemental requirements imposed by the pass-through entity; 

 
3. Monitor activities of sub-recipients as necessary to ensure that federal awards are 

used for authorized purposes in compliance with laws, regulations and the 
provisions of contracts or grant agreements and ensure that performance goals are 
achieved. 

 
The Single Audit Act requires the pass-through entity to monitor sub-recipients' 
use of federal awards through site visits, limited scope audits, or other means.  The 
pass-through entity is held accountable for federal awards administered by their 
sub-recipients. 

 
4. Ensure that sub-recipients that expend $300,000 or more in federal awards during 

the sub-recipient’s fiscal year have met Circular A-133's single requirements for 
that fiscal year; and  

 
5. Issue a management decision on audit findings within six months after receipt of 

the sub-recipient’s audit report and ensure that the sub-recipient takes appropriate 
and timely corrective action.  

 
Auditee Requirements 
 
Circular A-133 also requires the auditee to identify in its accounts all federal awards 
received and expended, as well as the federal programs under which they were received.  
Federal program and award identification includes, as applicable, the following CFDA title 
and number, the award number and year, the name of the federal granting agency, and the 
name of the pass-through entity (See Appendix C - Explanation of numbering system).  
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Under the Department of Housing and Urban Development (HUD), listed below are CFDA 
numbers: 
 
14.182 - Section 8 New Construction and Substantial Rehabilitation 
14.218 - Community Development Block Grants/Entitlement Grants 
14.219 - Community Development Block Grants/Small Cities Program 
14.228 - Community Development Block Grant/State's Program 
14.231 - Emergency Shelter Grants Program 
14.235 - Supportative Housing Program 
14.238 - Shelter Plus Care 
14.239 - Home Investment Partnerships Program 
14.241 - Housing Opportunities for Persons with AIDS 
14.855 - Section 8 Rental Voucher Program 
14.856 - Lower Income Housing Assistance Program-Section 8 Moderate Rehabilitation 
14.857 - Section 8 Rental Certificate Program 
None   - Section 8 Moderate Rehabilitation Program for Single Room Occupancy 

Dwellings for Homeless Individuals 
14.862 - Indian Community Development Block Grant Program 
 
CFDA Number Not Available 
 
In cases of new federal programs, the auditee may be unable to obtain the CFDA number.  
In addition, cost-type contracts will normally not have a CFDA number.  When the CFDA 
number is not available, the auditee should indicate that fact and should include in the 
schedule the program's name and, if available, another identifying number. 
 
Auditee Responsibilities 
 
The Single Audit Act Amendments of 1996 and Circular A-133 impose responsibilities on a 
variety of parties (auditors, pass-through entities and federal agencies), but the sub-recipient 
or auditee controls the audit process.  The grantee must ensure that the audits required by 
Circular A-133 are properly performed and submitted when due.   
 
A recipient of federal funds that is required to have a Circular A-133 audit must prepare 
certain reports for review by the auditor and ultimately, for submission as part of the 
complete single audit reporting package.  The auditee must prepare the following: 
 

1. Financial Statements 
2. Schedule of Expenditures of Federal Awards 
3. Summary Schedule of Prior Audit Findings 
4. Corrective Action Plan 
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Circular A-133 requires the auditee to submit a complete single audit-reporting package to 
the Federal Audit Clearinghouse.  Specifically, the auditee must submit an archival copy of 
the complete single audit report for the Federal Audit Clearinghouse and a completed Data 
Collection Form.  This form indicates the federal agencies that should receive copies of the 
single audit reporting packages to pass-through entities that provide them with federal funds 
and were affected by findings in the auditor's report.  
 
Sanctions 
 
Grantees may not charge audit costs to federal awards when single audits have not been 
performed or have not been performed in accordance with Circular A-133.  When a grantee 
demonstrates "continued inability or unwillingness" to have a required Circular A-133 audit, 
federal agencies and pass-through entities may impose the following sanctions: 
 

1. Withholding a percentage of federal awards until the audit is completed 
satisfactorily. 

 
2. Withholding or disallowing overhead costs. 

 
3. Suspending federal awards until the audit is conducted; and/or 

 
4. Terminating the federal award. 

 
Preparing the Financial Statements and Schedule of Expenditures of Federal Awards 
 
The sub-recipient or auditee has several other responsibilities as well as planning for and 
ensuring that single audits are conducted.  The sub-recipient or auditee must prepare 
appropriate financial statements and the Schedule of Expenditures of Federal Awards for the 
auditor to examine when performing the Circular A-133 audit.  The financial statement must 
reflect its financial position, results of operations or changes in net assets, and, where 
appropriated, cash flows for the fiscal year audited.  The financial statements must be for the 
same organizational unit and fiscal year that is chosen to meet the requirements of the 
Circular A-133.   
 
The sub-recipient or auditee Schedule of Expenditure of Federal Awards must cover the 
same period as the financial statements.  The schedule must include a list of individual 
federal programs by federal agency.   
 
If the auditee receives federal awards as a sub-recipient, the auditee's schedule should 
include the name of the pass-through entity and identifying number assigned by the pass-
through entity.  On the other hand, if the auditee is a pass-through entity, it should identify 
the total amount of federal assistance provided to sub-recipients from each federal award, to 
the extent practical. 
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The auditee's Schedule of Expenditures of Federal Awards must provide the total federal 
awards expended for each individual federal program and the Catalog of Federal Domestic 
Assistance (CFDA) number or other identifying number when the CFDA information is not 
available.  It should also include notes that describe the significant accounting polices used 
in preparing the schedule.  The auditee must be able to reconcile amounts presented in the 
financial statements to related amounts included in the schedule.   
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Auditor Selection 
 
A grantee is responsible for selecting an auditor to perform a single audit under Circular 
A-133.  An auditor can include an independent public accountant or a federal, state or 
local government audit organization that meets the general standards specified in 
Government Auditing Standards, according to Circular A-133.  For example, many states 
and state agencies have their audits performed by state auditors.  The term auditor does 
not include internal auditors of nonprofit organizations. 
 
Under Circular A-133, state and local governments grant recipients that are procuring 
audit services must follow the procurement standards in the grants management common 
rule, Uniform Administrative Requirements for Grants and Cooperative Agreements to 
State and Local Governments.  Colleges, universities and other nonprofit organizations 
must follow the procurement standards of Circular A-110.  Uniform Administrative 
Requirements for Grants and Agreements with Institutions of Higher Education, 
Hospitals and other Nonprofit Organizations.  Certain for-profit grantees must follow the 
Federal Acquisition Regulations. 
 
Grantees must conduct all procurements in a manner providing for full and open 
competition. (States may use the same policies and procedures to make procurements 
with federal funds that they use to make procurements with nonfederal funds).  Methods 
of procurement that are available to grantees include competitive negotiation, competitive 
sealed bid, small purchases and noncompetitive negotiations.  From a practical 
perspective, competitive negotiation is the method that lends itself most readily to the 
procurement of audit services.  The method recognizes the nature of technical proposals 
and that factors other than price may be considered.  In competitive negotiations, grantees 
use a “request for proposal” that identifies the criteria that will be used to select the best 
audit organization to solicit audit organizations’ services. Circular A-133 states that in 
requesting proposals for audit services, the objective and scope of the audit should be 
made clear.  Also, auditees should consider the following factors when evaluating each 
proposal for audit services: 
 

• Responsiveness to request for proposal; 
• Relevant experience; 
• Availability of staff with professional qualifications and technical abilities; 
• Result of external quality control reviews; and 
• Price. 

 
Whenever possible, auditees must make positive efforts to utilize small business, 
minority owned firms and women’s business enterprises, according to the circular. 
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Grant recipients should also take into consideration the auditor’s independence.  In 2002, 
as part of its ongoing revisions of Government Auditing Standards, the General 
Accounting Office established new auditor independence standards that substantially 
altered the relationship between auditors and their auditees.  Under the new standards, 
there are significant restrictions on the non-audit, or consulting, services that an auditor 
may provide to clients.  The new independence standards became effective January 1, 
2003. 
 
Procurement Restrictions 
 
Starting with audits of fiscal years beginning after June 30, 1998, and auditor who 
prepares a grantee’s indirect cost rate proposal or cost allocation plan (CAP) may not be 
selected to perform the grantee’s single audit under Circular A-133 when the indirect cost 
recovered by the grantee during the prior year exceed $1 million.  The office of 
Management and Budget included this restriction because of the appearance of a lack of 
independence on the auditor’s part when he or she prepares the indirect cost rate proposal 
or CAP and performs the single audit. Circular A-133 states that this restriction applies to 
the base year used in the preparation of the indirect cost rate proposal or CAP and any 
subsequent year in which the resulting indirect cost agreement or CAP is used to recover 
cost. 
 
Following-Up on Audit Findings 
 
In addition to preparing the financial statements and Schedule of Expenditures of Federal 
Awards, the auditee also must follow up and take corrective action on audit findings.  To 
do so, the auditee must prepare a Summary Schedule of Prior Audit Findings and 
corrective action plan for current-year audit findings. 
 
The Summary Schedule of Prior Audit Findings must report the status of all audit 
findings included in the auditee's prior-year audit's Schedule of Findings and Questioned 
Costs relative to federal awards.  Also, the current-year Summary Schedule of Prior 
Audit Findings must include audit findings reported in the prior-year audit's summary 
schedule except those that were listed as corrected, no longer valid, or not warranting 
further action. 
 
When reporting on the status of audit findings that were fully corrected, the auditee's 
summary schedule should list the audit findings and state that corrective action was 
taken.  When audit findings were not corrected or only were partially corrected, the 
summary schedule must describe the planned corrective action and any partial corrective 
action taken.  The auditee must also provide an explanation in the summary schedule 
when corrective action was taken is significantly different from corrective action 
previously reported in the auditee's corrective action plan or the federal awarding 
agency's or pass-through entity's management decision.   



LTWH Audits, 12.26 
 

 
The auditee also should identify those audit findings it believes are no longer valid or do 
not warrant further action and describe the reasons for its position in the Summary 
Schedule of Prior Audit Findings.  Under Circular A-133, a valid reason for considering 
an audit finding as not warranting further action is that all of the following have occurred: 
 

1. Two years have passed since the audit report in which the finding occurred was 
submitted to the Federal Audit Clearinghouse; 

2. The federal awarding agency or pass-through entity is not currently following 
up with the auditee on the audit findings; and 

 
3. A management decision was not issued. 

 
If the auditee does not agree with the audit findings or believes that corrective action is 
not required, the auditee should include an explanation of the reasons why.  The auditee 
must submit the corrective action plan, along with the single audit-reporting package, to 
the Federal Audit Clearinghouse and the federal agencies that provided the federal 
awards affected by the audit findings.   
 
Corrective Action Plan 
 
The auditee's corrective action plan must identify a contact person who is responsible for 
corrective action, the corrective action planned and the anticipated completion date.  If 
the auditee does not agree with the audit findings or believes that corrective action is not 
required, the auditee should include a statement to that effect in the corrective action 
plan, along with an explanation and specific reasons.  
 
Ongoing Responsibilities 
 
As part of its ongoing federal program responsibilities, the auditee must identify, in its 
accounts, all federal awards received and expended and the federal programs under which 
they were received.  Federal program and award identification must include the CFDA 
title and number, award number and year, name of the federal agency, and name of the 
pass-through entity, as applicable. 
 
The auditee must maintain internal control over federal programs that provide reasonable 
assurance that the grantee is managing federal awards in compliance with laws, 
regulations, and provisions of contracts or grant agreements that could have a material 
effect on each of its federal programs.  Under Circular A-133, internal control over 
federal programs means a process, effected by an entity's management and other 
personnel, designed to provide reasonable assurance regarding the achievement of the 
following objectives: 
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1. Transactions are properly recorded and accounted for to permit the preparation 
of reliable financial statement and federal reports, maintain accountability over 
assets and demonstrated compliance with laws, regulations and other 
compliance requirements; 

 
2. Transactions are executed in compliance with laws, regulations and the 

provisions of contracts or grant agreements that could have a direct and material 
effect on a federal program and any other laws and regulations that are 
identified in the compliance supplement; and 

 
3. Funds, property and other assets are safeguarded against loss from unauthorized 

use or disposition. 
 
The auditee also must comply with laws, regulations, and the provisions of contracts or 
grant agreements related to each of its federal programs. 
 
Whenever possible, auditees must make positive efforts to utilize small businesses, 
minority-owned firms, and women's business enterprises, according to the circular. 
 
Report Submission 
 
Under Circular A-133, the audit must be completed and the single audit reporting 
package and Data Collection Form for Reporting on Audits of States, Local 
Governments, and Non-Profit Organizations must be submitted by the grantee to the 
Federal Audit Clearinghouse (and pass-through entities that are affected by audit 
findings) within 30 days after receipt of the auditor's reports or nine months after the end 
of the audit period, whichever is earlier.   
 
For-profit entities should not complete a date collection form (SF-SAC).  The data 
collection forms are used to enter data on audits of state, local governments and non-
profit organizations in the Federal Audit Clearinghouse (FAC) database only.  For-profit 
entities should submit audits directly to the Mississippi Department of Disaster Recovery. 
Audits of for-profit entities should not be sent to FAC. 
  
Auditor Responsibilities 
 
Under Circular A-133, the auditor is responsible for performing a grantee’s single audit.  
The circular requires that the auditor perform the audit in accordance with the financial 
statement audit standards of Government Auditing Standards (GAS).  The audit must 
cover the auditee’s entire operations or, at the auditee’s request, the audit can include a 
series of audits that cover departments, agencies or other organizational units that 
expended or otherwise administered federal awards during the fiscal year.  When an 
auditee request a series of audits, each audit must encompass the financial statement and 



LTWH Audits, 12.28 
 

Schedule of Expenditures of Federal Awards (both of which must be for the same fiscal 
year) for the department, agency or organizational unit being audited. 
 
Financial Statements and Schedule of Expenditures of Federal Awards 
 
As part of the audit, the auditor must determine whether the auditee’s financial statements 
are presented fairly in all material respects in conformity with generally accepted 
accounting principles.  He or she also must determine whether the Schedule of 
Expenditures of Federal Awards is presented fairly in all material respects in relation to 
the auditee’s financial statements taken as a whole. 
 
Internal Controls 
 
In addition to testing an auditee’s internal control for compliance with the requirements 
of GAS, and auditor must perform procedures to obtain an understanding of the grantee’s 
internal control over federal programs sufficient to plan the audit to support a low-
assessed level of control risk for major programs.  The Office of Management and 
Budget (OMB) concluded that it is reasonable to require the auditor to plan the audit 
consistent with the level of internal control that auditees are required to maintain (i.e., a 
level of internal control that provides reasonable assurance that the auditee is managing 
federal funds in compliance with applicable laws and regulations).  The circular requires 
the auditor to plan and perform the testing of internal control over major programs to 
support a low-assessed level of control risk for the assertions relevant to the compliance 
requirements for each major program. 
 
However, when internal control over some or all of the compliance requirements for a 
major program is likely to be ineffective in preventing or detecting noncompliance, an 
auditor is not required to test internal control for those compliance requirements.  But the 
auditor must indicate a reportable condition (including whether the reportable condition 
is a material weakness), assess the related control risk at a maximum and consider 
whether additional compliance test are required because of ineffective internal control. 
 
Major Program Compliance 
 
The auditor also must test an auditee’s compliance with laws, regulations and the 
provisions of contracts or grant agreements that may have a direct and material effect on 
each of the auditee’s major programs (Circular A-133 also requires the auditor to test the 
auditeee’s compliance in accordance with the financial audit standards of GAS).  The 
circular explains that the principal compliance requirements applicable to most federal 
programs and the compliance requirements of the largest federal program are included in 
the Circular A-133 Compliance Supplement.  OMB has identified 14 types of compliance 
requirements that apply to virtually all federal programs: 
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• Activities allowed or unallowed 
• Allowable cost/cost principles 
• Cash management  
• Davis-Bacon Act 
• Eligibility 
• Equipment and real property management 
• Matching level of effort, earmarking 
• Period of availability of federal funds 
• Procurement, and suspension and debarment 
• Program income 
• Real property acquisition and relocation assistance 
• Reporting  
• Sub-recipient monitoring  
• Special test and provisions 

 
The auditor must use his or her judgment in determining which compliance requirements 
apply to a particular program and selecting the audit procedures to test the auditee’s 
compliance with those requirements. Circular A-133 states that compliance testing must 
include test of transactions and such other auditing procedures necessary to provide the 
auditor with sufficient evidence to support an opinion on compliance. 
 
The circular states that for compliance requirements related to federal programs included 
in the Circular A-133 Compliance Supplement, an audit of those compliance 
requirements will meet the requirements of Circular A-133.  For example, an auditor that 
must audit the Food Stamp program (which is included in the Circular A-133 
Compliance Supplement) need only test the compliance requirements listed under that 
program in the compliance supplement to comply with the circular.  Although the 
compliance supplement provides suggested audit procedures, the auditor must determine 
if those audits procedures are sufficient to test compliance or if additional procedures are 
necessary. 
 
Where there have been changes to program compliance requirements that are not 
reflected in the Circular A-133 Compliance Supplement, the auditor must determine the 
current compliance requirements and modify his or her audit procedures accordingly.  To 
determine the current compliance requirements for programs listed in the compliance 
supplement, OMB expects auditors to perform reasonable procedures such as talking to 
the auditee’s management about new program regulations and reviewing the auditee’s 
grant agreement. 
 
For federal programs not covered in the Circular A-133 Compliance Supplement, the 
auditor should determine the compliance requirements that apply to a particular program 
by reviewing the provisions of the auditee’s contracts and grant agreements and any laws 
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and regulations referred to in such agreements.  Also, the auditor should use the types of 
compliance requirements identified in the compliance supplement (e.g., eligibility, 
reporting and sub-recipient monitoring) as guidance for identifying the types of 
compliance requirements to test, the audit objectives and the suggested audit procedures. 
 
Prior Audit Findings 
 
As part of the single audit, the auditor must follow up on an auditee’s prior-year audit 
findings; perform procedures to assess the reasonableness of the auditee’s Summary 
Schedule of Prior Audit Findings.  The auditor must report a current year audit finding 
when the auditor concluded that the summary schedule materially misrepresents the 
status of any prior audit findings.  Under the circular, the auditor must perform audit 
follow-up procedures regardless of whether a prior audit finding relates to a major 
program in the current year. 
 
 
 
The Single Audit Reporting Package 
 
In addition to the Data Collection Form, the grantee must submit the complete single 
audit reporting package, which according to Circular A-133, includes the following: 
 

1. Financial statements and Schedule of Expenditures of Federal Awards; 
 

2. Summary Schedule of Prior Audit Findings; 
 

3. Corrective action plan; and 
 

4. The auditor's reports, including the opinion on the grantee's financial statements 
and Schedule of Expenditures of Federal Awards, the report on internal control; 
and the report on compliance and Schedule of Findings and Questioned Costs 
(See Appendix E - Preparing the Single Audit Reporting Package).   

 
Communicating Where to Submit the Reporting Package: 
 
Office of Management and Budget Circular A-133 assigns to the auditee the 
responsibility of submitting the completed reporting package to the Federal Audit 
Clearinghouse.  However, the auditor is responsible for informing the auditee of the 
federal awarding agencies and pass-through entities that must receive a copy of the 
reporting package (the schedule of Findings and Questioned Costs discloses audit 
findings related to federal awards provided by a federal agency or pass-through entity, or 
the Summary Schedule of Prior Audit Findings reported audit findings that related to 
federal awards provided by a federal agency or pass-through entity). 
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Submission to the Federal Audit Clearinghouse 
 
The auditee is responsible for submitting the Data Collection Form and the complete 
Audit Reporting package to the Federal Audit Clearinghouse, according to Circular A-
133.  The address of the Federal Audit Clearinghouse is as follows: 
 

Federal Audit Clearinghouse 
Bureau of the Census 
1201 East 10th Street. 
Jeffersonville, Indiana  47132 

 
Federal awarding agencies pass through entities, and auditees and their auditors now can 
get a snapshot or single audit results for thousands of auditees by accessing the Single 
Audit Clearinghouse's government-wide audit database.   
 
Submission by Sub-recipients 
 
Auditees that are also sub-recipients must submit to each pass-through entity one copy of 
the completed reporting package for each pass-through entity.  This should be submitted 
when the Schedule of Findings and Questioned Costs disclosed audit findings relating to 
federal awards that the pass-through entity provided or the Summary Schedule of Prior 
Audit Findings reported the status of any audit findings relating to federal awards that the 
pass-through entity provides. 
 
When the sub-recipient’s Schedule of Findings and Questioned Costs and the Summary 
Schedule of Prior Audit Findings disclose no findings affecting any pass-through entities, 
the auditee does not have to submit a copy of its reporting package to any pass-through 
entities.  Instead, Circular A-133 requires sub-recipients to notify, in writing, all pass-
through entities of the following: 
 

1. That an audit of the sub-recipient was conducted in accordance with the circular 
(including the name, amount and CFDA number of the federal awards provided 
by the pass-through entity); and  

 
2. That neither the Schedule of Findings and Questioned Cost nor the Summary 

Schedule of Prior Audit Findings discloses any findings affecting awards 
provided by the pass-through entity. 

 
 3. A sub-recipient may submit a copy of the complete single audit-reporting 

package to pass-through entities to satisfy the notification requirement. 
 
Communication 
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The Office of Management and Budget (OMB) Circular A-133 places a premium on 
coordination and cooperation among federal agencies, auditors and auditees.  In a single 
audit, the primary relationship is between the auditor and auditee.  However, both the 
auditor and auditee should discuss and coordinate various with other parties.  Such a 
liaison may include pass-through entities (when the auditee is a sub-recipient), whose 
concerns must be satisfied. 
 
Report Retention 
 
The circular requires auditees to keep one copy of the Data Collection Form and one 
copy of the complete reporting package on file for three years from the date of 
submission to the Federal Audit Clearinghouse.  Pass-through entities must keep copies 
of sub-recipient submissions on file for three years from the date of receipt.  
 
Also, in response to requests by federal agencies and pass-through entities, the auditee 
must provide copies of the reporting package and, if requested, any management letters 
issued by the auditor. 
 
Frequency of Audits 
 
Circular A-133 requires grantees to have a single audit annually. 
 
Due Date for Audit Submission to the State 
 
A copy of the audit reporting package and/or a written letter of notification is due to the 
state at any time after the end of an audit year (September 30).  The letter and package 
are considered delinquent one year after the end of the audit period.  A copy of the 
reporting package and/or a written letter of notification should be sent to the Community 
Services Division, Post Office Box 24628, Jackson, Mississippi, 39225-4628 for review.  
The Community Services Division will send a written management decision regarding 
the audit results.  If there are any questions regarding information of the audit reports 
(reporting packages), contact (Helen Griffin at (601) 359-9315) (?)  
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