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• Clarify
• Simplify
• Harmonize

Accounting 
Standards
Distilled
5 Times



HERE WE GO!
EVERYONE GETS SET TO 

ZERO



8 CIRCULARS GONE…..

8 Circulars
A-102
A-110
A-21, A-87, A-122
A-133, A-50
A-89
OMB Directive on program announcement



UNIFORM GUIDANCE

Subpart A   A Acronyms & Definitions
Subpart B   BGeneral Provisions
Subpart C   CPre-award Federal Requirements & Comments

2 CFR 200

Appendices



APPENDICES
• Appendix I – Full Text Of Notice Of Funding Opportunity
• Appendix II – Contract Provisions For Non-Federal Entity 

Contracts Under Federal Awards
• Appendix III – Indirect (F&A) Costs Identification And 

Assignment, And Rate Determination For Higher 
Institutions Of Higher Education

• Appendix IV – Indirect (F&A) Costs Identification And 
Assignment, And Rate Determination For Nonprofit 
Organizations

• Appendix V – State/Local Government And Indian Tribe-
Wide Central Service Cost Allocation Plans

• Appendix VI – Public Assistance Cost Allocation Plans

Appendix IV – Indirect (F&A) Costs Identification And
Assignment, And Rate Determination For Nonprofit 
Organizations



APPENDICES

• Appendix VIII – Nonprofit Organization Exempted From 
Subpart E

• Appendix IX – Hospital Cost Principles

• Appendix XII – Award Term And Condition For Recipient 
Integrity And Performance Matters 

• Appendix VII – State And Local Government And Tribe 
Indirect Cost Proposals

• Appendix X – Data Collection Form (SFSAC)
• Appendix XI – Compliance Supplement (For Single 

Audits)



OMB’s INTENT

Four Overarching Objectives
• Federal Program Announcements
• Financial Risk + Merit Evaluate Upfront
• Strengthen Subrecipient Oversight
• Get Results And Address Weakness



EXPANDED INTENT
1. Integrating and streamlining eight overlapping OMB circulars into one 

set of guidance in Title 2 of the CFR;
2. Providing a set of uniform definitions for federal assistance;
3. Requiring pre-award consideration of merit and risk;
4. Strengthening internal controls while providing administrative 

flexibility;
5. Provisions for exceptions to support new innovative programs that 

improve cost-effectiveness while achieving outcomes;
6. Streamlining and clarifying guidance on sub-recipient monitoring;
7. Providing consistency on negotiated indirect cost rates by creating a 

minimum rate for recipients and requiring agency-head approval for 
deviations from negotiated rates;

8. Simplifying reporting requirements for time and effort while 
strengthening the requirement for effective internal controls;

9. Targeting audit resources based on risk by raising the single audit 
threshold from $500k to $750k and focusing audits on material 
weaknesses; and

10. Strengthening audit follow-up by requiring greater accountability and 
monitoring results more closely.



FUNDING OPPORTUNITIES ON 
GRANTS.GOV

The block on the SF 424 states, “By signing this application, I certify (1) to the statements 
contained in the list of certifications and (2) that the statements herein are true, complete 
and accurate to the best of my knowledge. I also provide the  required assurances and agree 
to comply with any resulting terms if I accept an award. I am aware that any false, fictitious 
or fraudulent statements or claims may subject me to criminal, civil or administrative 
penalties.



Whistle Blower        - QUI
Lawsuits TAM

False Claims Act
Sealed 
In Court Medicaid / Medicare 

False Billings

Whistle Blower        IF        Government 
Collects A Prevails
Percentage!

Relayers Get A %



SHOULD VS. MUST

Q: The word “should” is used throughout 2 CFR 
200. Does it really mean “must”?

A: No, The word “must” is used throughout 2 CFR 
200 to indicate requirements.  The word “should” 
is used to indicate best practices or 
recommended approaches that the COFAR 
wanted nonfederal entities to be aware of, but 
not, necessarily required to comply with.

Source: Council on Financial Assistance Reform, FAQ, 200.303-2, https://cfo.gov.cofar



COFAR Q+A
• Broad based group

Council On Financial Assistance Reform 
Another resource

• 2 CFR 200
Governance is the authority not the Q+A
But we all know Q+A is beneficial and
might hit your nuance head on

• Besides Q+A there are crosswalks + metrics
• www.cfo.gov/cofar 



FEDERAL BUSINESS
GRANTS   VS.   CONTRACTOR

“Assistance Awards” “Procurements”

Grants Buy
Cooperative Agreements Acquire

Assist Procure
Stimulate
Support
Transfer

Government Offers Scope Of Work Established -
And Recipient Accepts Results To Federal Government

Contractor Offers And
Government Accepts

Cost Principles FARS
No Fees For Services Fees For Services

Know The Relationship 

PURPOSE



Grantee Contractor

Subcontractor

FEDERAL 
GOVERNMENT

Contractor

Sub‐Recipient Subcontractor

Contractor

Does Not 
Matter What

Type Of 
Organization



SUBAWARD OR CONTRACT
SUBRECIPIENT CONTRACT

• An assistance relationship • A procurement relationship
• Determine eligibility (of 

beneficiaries)
• Provides goods and services

within normal business operations
• Performance measured against

federal program objectives
• Provides similar goods and

services to many purchasers

• Responsible for programmatic
decision-making

• Normally operates in a competitive
environment

• Adheres to applicable federal
program requirements

• Provides goods or services that
are ancillary to the federal program 

• Uses federal funds to carry out a
program for a public purpose
specified in statute, as opposed
to providing goods or services
for the benefit of the pass-
through entity

• Not subject to compliance
requirements of the federal
program



SUBRECIPIENT REQUIREMENT 
TO ASSESS RISK 

• Under  2 CFR 200.331(b)
• The pass-through entity is instructed to 

evaluate each subrecipient’s risk of 
noncompliance with federal statutes, 
regulations, and the terms and conditions of 
the subaward. 

• OMB does not say when to do this
• A best practice would be to accomplish the 

task up front. At 2 CFR 200.205, OMB tells the 
federal agencies to conduct preaward risk 
assessments of all federal grant applicants, up 
front would mirror the federal approach . 



FACTORS TO CONSIDER ABOUT 
SUBAWARDEE DURING RISK 

ASSESSMENT
• Prior award experience
• Prior audit experience
• Extent of any federal monitoring
• Check federal databases
• Its expected level of federal fund 

expenditures
• Name of the entity auditor 



SUBRECIPIENT MONITORING 
AND MANAGEMENT

The pass‐through entity must:
• Put specific information in the subaward, including indirect 

cost rate if applicable
• Do risk assessment to determine appropriate sub-recipient 

monitoring AND must monitor sub-recipients
• Consider if specific subaward conditions are needed 
• Verify subrecipients have audits in accordance with 

Subpart F
• Make any necessary adjustments to the pass-through 

entity’s records based on reviews and audits of 
subrecipients

• Consider actions to address subrecipient noncompliance
• Responsibility and accountability added to the pass-

through entity
•A “kick off “meeting to train and explain webinar must be a 

very good idea.



CONTRACTOR SELECTION
CONTRACTOR SELECTION (2 CFR §200.318(H))
The non federal entity must award contracts only to 
responsible contractors “possessing the ability to 
perform successfully under the terms and conditions of 
a proposed procurement.” In awarding contracts, OMB 
instructs that a nonfederal entity will consider a 
contractor’s: 
• integrity 
• compliance with public policy
• record of past performance and
• financial and technical resources

Procurement policies should include policy 
components



THE PRIMARY TOOL OF 
MANAGING SUBRECIPIENT IS 

THE AGREEMENT ITSELF
• 2 CFR 200.331(a) discusses necessary provisions 2 

CFR 200,210 (b) discusses content
• Call it a Subaward
• Required Data 
• All necessary terms and conditions from the original 

prime award should also be in the subaward 
• A PRIME recipient must recognize indirect cost 

recovery by subrecipients in subgrant agreements. 3 
options:

1. Recognize their indirect cost rate
2. Negotiate a new one
3. Option to adopt de minimis 10% indirect cost rate



SPECIAL CONDITIONS
2 CFR 200.207

If Subrecipient is a high risk but award is given nonetheless, the prime 
must decide which additional requirements to impose on the subrecipient.

Additional award conditions may include: 
• Requirement payments as reimbursements rather than advance

payments
• Withholding authority to proceed to the next phase until receipt of

evidence of acceptable performance 
• Requiring more detailed or additional financial reports
• Require additional project monitoring
• Requiring the nonfederal entity to obtain technical or management 

assistance
Establish additional prior approvals

Must communicate
The nature of additional requirements, the reasons for impositions, the nature 
of action to remove the requirements, the time allowed for completing the 
actions, and method for requesting reconsideration. 



POST AWARD 
ADMINISTRATION

The objectives of post award monitoring are compliance and 
performance.

Are they following the rules?

Is anything getting done?

Mandatory Steps 
1. Review financial and performance reports
2. Verify single audit compliance
3. Ensure corrective action on deficiencies
4. Issue management decision on relevant audit findings
5. Consider whether audit results or other cofactors necessitate 

adjustment to pass through entity records
6. Consider whether enforcement actions are necessary

LEARN FROM THE FEDS



PROCUREMENT STANDARDS
Non-federal entities must comply with a new set of 
standards for the procurement process, 2 CFR 200.318-326
• The details of the purchasing system used by an entity 

is left to its own decision
• System must comply with minimum standards

SPECIAL REQUIREMENT FOR STATE GOVERNMENT
2 CFR 200.317 – a state government is required to use the 
same policies and procedures it uses for procurements 
with nonfederal funds

Subrecipients of state governments must follow 2 CFR 
200.318-326



PROCUREMENT NON 
FEDERAL ENTITIES

• There is a grace period of two fiscal years for 
non federal entities to implement changes to 
their procurement policies and procedures to 
comply with UG.

• A June 30 fiscal year would be required to 
comply as of July 1, 2017.

• Full compliance supplement will instruct 
auditors to review procurement based on 
documented standards.



• Auditor selection (200.509)
• Most recent Peer Review Report
• Solicit procurement (200.317-326)
• RFP’s must contain elements found in 509

AUDITOR SELECTION



PROCUREMENT “BEAR 
CLAW”



EFFORT REPORTING
• Time & Effort Reporting is now called Standards for

Documentation of Personnel Expenses
• Largest line item for many NFEs for grants budget
• Area producing the largest amount of findings in 

single audits
• UG does not give explicit directions for a time and 

reporting system, but one must be created using the  
basic standards

• Internal control must be in place that accounts for 
100% of an employees efforts

• Unsupported (in other words undocumented) or 
poorly documented costs can be questioned

• Auditors pay particular attention to whether 
compliance with changed requirements has occurred



WHAT IS REQUIRED
• After the fact determination of effort
• Full disclosure of all effort
• Credible signatures
• Timely completion
• Accurately reflect work performance
• Incorporated into the official records of NFEs
• Encompass both federally assisted and other 

activities
• Comply with established policies and procedures  

of the NFEs
• Support distribution of employees salaries and 

wages to specific activities
• Percentages may be used



DOCUMENTS REQUESTED 
BY AUDITORS

Perhaps one of the most problematic areas that has been and continues to
be audited by many federal offices of inspectors general (OIGs) is labor
charges, with focus on time and effort reporting. Following is a list of
documents requested by auditors during audits conducted in compliance
with Circular A-21 (2 CFR Part 220, Appendix A) by OIG’s at two large
funding agencies – National Science Foundation and Department of Health
and Human Services (National Institute of Health awardees). There are
likely some lessons to be learned in reviewing the detail of these requested
documents.
• All policies and procedures relating to time and effort reporting and

the payroll distribution system
• Award documents to determine whether the grant had any terms and

conditions that would affect allowable labor charges to the award
and whether the amount of effort pledged was actually expended
and charged correctly

• Documents supporting the approved annual salary for employees
• Fiscal year salary change forms or other documents supporting the

approved annual salary for employees



DOCUMENT REQUESTED BY 
AUDITORS - CONTINUED

• Reports or time records documenting 100% of each employee’s 
compensation as allocated to sponsored or non sponsored projects

• Documentation detailing the actual salary and wages charged to 
sponsored projects and other activities for each employee during each 
reporting period (e.g., Distribution of Payroll Expense Summary, 
Personnel Activity Reports), as well as approval and signoff

• Management reports detailing the actual salary and wages charged to 
sponsored projects and other activities for each employee during each 
reporting period

• Project director confirmations certifying the total aggregate labor 
costs charged to each NSF award during the effort reporting period

• Other business documents used to verify work performed and proper 
charging

• Monthly financial reports showing total expenditure for each award, 
including salary and wages

• Internal audit and accountability reports with findings regarding the 
payroll distribution/effort reporting system or salary and wage costs

• Most recent single audit



AUDIT ISSUES



SECTION 200.303
INTERNAL CONTROLS

Section 200.303 contains the internal control-
related requirements that the agencies and 
pass-through entities are to follow:
•Establish internal controls over the federal 
award that provide reasonable assurance of 
compliance with laws, regulations, and 
award terms and conditions  
•Self-monitor and evaluate compliance.
•Take prompt action on identified instances 
of noncompliance
•Protect personally identifiable information



INTERNAL CONTROL OBJECTIVES 
FOR FEDERAL GRANT PROGRAMS
• Recipients of federal awards are required to have 

effective internal controls over award administration; 
and 

• Provide reasonable assurance that compliance 
departures will be prevented or detected and corrected 
on a timely basis by staff performing their assigned 
functions.

Transactions are properly recorded and accounted for to:
• Permit the preparation of reliable financial statements 

and federal reports;
• Maintain accountability over assets; and
• Demonstrate compliance with laws, regulations and 

other requirements.



BEST PRACTICES –
INTERNAL CONTROLS

OMB permits a grantee to craft its own 
system of internal controls, but internal 
control system should be in compliance 
with:
• Standards For Internal Control in the 

Federal Government (Green Book)
• Internal Control Integrated Framework 

COSO – www.coso.org



COSO
2 Views

Identified guidance
sources will 

become more 
important



A THIRD VIEW 
60 SQUARES TO CONSIDER

Control 
Environment

Risk 
Assessment

Control 
Activities

Information And 
Communication Monitoring

A.  Activities Allowed or Unallowed
B. Allowable Costs/Cost Principles
C. Cash Management
E. Eligibility
F. Equipment & Real Property
G. Matching, Level of Effort, Earmarking
H. Period of Performance
I. Procurement & Suspension & 
Debarment
J. Program Incomes
L. Reporting*
M. Subrecipient Monitoring
N. Special Tests & Provisions

*Note: D and K were eliminated in the 2015 Compliance Supplement



CFDA



A-133 BECOMES SUBPART F
• Coverage previously in A‐133
‐ internal controls discussion
‐ subrecipient monitoring
‐ sanctions for noncompliance
‐ accountability of audit costs
Have been moved to other subparts

• Compliance testing should relate to 
requirements that were in effect at the time the 
grant and subgrant transactions were actually 
executed.



AUDIT REQUIREMENTS 
COMPARISON CHART



WHAT IS THE EMPHASIS ON 
SUBPART F

In the objectives section on the publication 
of Uniform Guidance in the Federal 
Register the purpose of Subpart F is to:

“concentrate audit resources, oversight 
and resolution on higher dollar, higher risk 
federal awards and improve audit quality”



WHAT IS THE EMPHASIS ON 
SUBPART F

UG does the following:
• Strengthen audit procurement process
• Increases dollar threshold for audit 

($750,000)
• Clarifies and streamlines the 

determination of federal programs and 
awards to be tested

• Improve the reporting of audit findings 
and resolution of audit findings









THRESHOLDS FOR TYPE A & B 
PROGRMS

(FROM 2 CFR §200.518)
Total Federal Awards Expended Type A/B Threshold

Equal to or exceed $750,000 but less than or equal to $25 million…
Exceed $25 million but less than or equal to $100 million……………
Exceed $100 million but less than or equal to $1 billion….………….
Exceed $1 billion but less than or equal to $10 billion…..……………
Exceed $10 billion but less than or equal to $20 billion..…………….
Exceed $20 billion……………………………………………………………

$750,000
Total Federal awards expended times .03.
$3 million
Total Federal awards expended times .003.
$30 million
Total Federal awards expended times .0015.



CRITERIA FOR FEDERAL PROGRAM RISK
The auditor’s determination of risk should be based on an overall evaluation of
the risk of noncompliance occurring that could be material to the federal
program, according to 2 CFR §200.519. As part of the risk analysis, the auditor
may discuss a particular program with auditee management and the federal
agency or pass-through entity. The following criteria should also be
considered:

• Current and prior audit experience.
• Weaknesses in internal control would indicate higher risk. A program

administered under multiple internal control structures may have higher
risk. When assessing risk in a large single audit, the auditor must consider
whether weaknesses are isolated in a single operating unit (e.g., one college
campus) or persuasive throughout the entity. When significant parts of a
program are passed through to subrecipients, a weak system for monitoring
subrecipients would indicate higher risk.

• Prior audit findings would indicate higher risk, particularly when the
situations indentified in the audit findings could have a significant impact
on a federal program or have not been corrected.

• Federal programs not recently audited as major programs may be of higher
risk than those recently audited as major programs without audit findings.



CRITERIA FOR FEDERAL PROGRAM RISK
•Oversight exercised by federal agencies and pass-through entities. (for
example, recent monitoring or other reviews performed by an oversight
entity that disclosed no significant problems would indicate lower risk,
whereas monitoring that disclosed significant problems would indicate
higher risk.)
•Inherent risk of federal program.
•The nature of a program may indicate risk. Consideration should be
given to the complexity of the program and the extent to which the
federal program contracts for goods and services. For example, federal
programs that disburse funds through third party contracts or have
eligibility criteria may be of higher risk. Federal programs primarily
involving staff payroll costs may have a high risk for noncompliance
with requirements of 2 CFR §200.430 (“Compensation-personal
services”), but otherwise be at low risk.
•The phase of a program in its lifecycle at the federal agency may
indicate risk.
•The phase of a program in its lifecycle at the auditee may indicate risk.
For example, the risk may be higher at start-up or closeout.
•Type B programs with larger awards expended would be of higher risk
than programs with substantially smaller federal awards expended.
•Certain federal programs may be identified as high risk in compliance
supplement.









and 200.502(b))





LOW RISK AUDITEE 2 CFR 
200.520

• Low risk auditee 2 CFR 200.520
• Completed its audits annually and submitted its 

reporting packages on time
• Unmodified opinions on the financial statements 

and the SEFA 
• No material weaknesses in internal controls
• Raised no doubt about its ability to continue as a 

going concern
• No findings in the past two audits related to 

internal controls over major programs 
• Modified opinion on major program compliance  
• No QC exceeding 5% of the total expended in the 

Type A program 



MAJOR PROGRAM 
DETERMINATION 



The supplement is the closest thing to having a preview of the previous test
questions on the night before the exam. Understanding every section in the
compliance supplement is a real value to recipient and subrecipients.







SELECTED REVISED COSTS
200.431 Compensation – Fringe Benefits - Discussion
Affects every type of grantee

200.453 Materials And Supplies – Laptop computers , tablets 
and smart phones, are considered to be materials and supplies.  
They are allowable if acquired under a federal award and are 
essential even if not solely dedicated to the federal award.

200.438 Entertainment Costs – If there is a program purpose 
and preapproved they are now allowable

200.474 Training And Education – “The cost of training and 
education provided for employee development is allowable.”

200.425 Audit Services – Discussion used to be in A-133 now it 
is in Subpart E cost principles.  Cost of audit performed to meet 
single audit requirements is allowable.  If the audit is not 
performed in accordance with requirements limited scope 
engagements such as agreed upon procedures that might be 
used by a pass-through entity to monitor subrecipients is 
allowable.



CASH MANAGEMENT



PAYMENT MECHANISMS



THE ORGANIZATION NEEDS TO 
HAVE POLICIES

• Federal government long ago declined not to make 
policies for organizations but to rely on your 
policies

• Identical practices between federal activity plus 
other activity must be maintained

For Example:
Time + Effort Reporting - What is your policy?
IRS Tangible Property Regs.

Policies are part of this program

Procurement – What is your policy?



THESE POLICIES MAY BE HELPFUL



THESE POLICIES MAY BE HELPFUL



CONFLICT OF INTEREST 
POLICY AND DISCLOSURE

§200.112 CONFLICT OF INTEREST
The federal awarding agency must establish 
conflict of interest policies for federal awards. 
The nonfederal entity must disclose in writing 
any potential conflict of interest to the federal 
awarding agency or pass-through entity in 
accordance with applicable federal awarding 
agency policy.



CONFLICT OF INTEREST 
POLICY AND DISCLOSURE

§200.113 MANDATORY DISCLOSURES
The non federal entity or applicant for a federal award 
must disclose, in a timely manner, in writing to the federal 
awarding agency or pass-through entity all violations of 
federal criminal law involving fraud, bribery, or gratuity 
violations potentially affecting the federal award.  Non 
federal entities that have received a federal award 
including the term and condition outlined in Appendix XII 
– Award Term and Condition for Recipient Integrity and 
Performance Matters are required to report certain civil, 
criminal, or administrative proceedings to SAM. Failure to 
make required disclosures can result in any of the 
remedies described in §200.338 Remedies for 
Noncompliance, including suspension or debarment.
(See also 2 CFR part 180 and 31 U.S. C. 3321).

(80 FR 43308, July 22,2015)



• Retention of records - 3 years  
• Machine readable forms are okay – 5 

years in GAAS – AU-C Section
230.17

RECORD RETENTION



Thank You!


