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(ii) A report on internal control re-
lated to the Federal program, which 
shall describe the scope of testing of in-
ternal control and the results of the 
tests; 

(iii) A report on compliance which in-
cludes an opinion (or disclaimer of 
opinion) as to whether the auditee 
complied with laws, regulations, and 
the provisions of contracts or grant 
agreements which could have a direct 
and material effect on the Federal pro-
gram; and 

(iv) A schedule of findings and ques-
tioned costs for the Federal program 
that includes a summary of the audi-
tor’s results relative to the Federal 
program in a format consistent with 
§ 41.505(d)(1) and findings and ques-
tioned costs consistent with the re-
quirements of § 41.505(d)(3). 

(c) Report submission for program-spe-
cific audits. (1) The audit shall be com-
pleted and the reporting required by 
paragraph (c)(2) or (c)(3) of this section 
submitted within the earlier of 30 days 
after receipt of the auditor’s report(s), 
or nine months after the end of the 
audit period, unless a longer period is 
agreed to in advance by the Federal 
agency that provided the funding or a 
different period is specified in a pro-
gram-specific audit guide. (However, 
for fiscal years beginning on or before 
June 30, 1998, the audit shall be com-
pleted and the required reporting shall 
be submitted within the earlier of 30 
days after receipt of the auditor’s re-
port(s), or 13 months after the end of 
the audit period, unless a different pe-
riod is specified in a program-specific 
audit guide.) Unless restricted by law 
or regulation, the auditee shall make 
report copies available for public in-
spection. 

(2) When a program-specific audit 
guide is available, the auditee shall 
submit to the Federal clearinghouse 
designated by OMB the data collection 
form prepared in accordance with 
§ 41.320(b), as applicable to a program- 
specific audit, and the reporting re-
quired by the program-specific audit 
guide to be retained as an archival 
copy. Also, the auditee shall submit to 
the Federal awarding agency or pass- 
through entity the reporting required 
by the program-specific audit guide. 

(3) When a program-specific audit 
guide is not available, the reporting 
package for a program-specific audit 
shall consist of the financial state-
ment(s) of the Federal program, a sum-
mary schedule of prior audit findings, 
and a corrective action plan as de-
scribed in paragraph (b)(2) of this sec-
tion, and the auditor’s report(s) de-
scribed in paragraph (b)(4) of this sec-
tion. The data collection form prepared 
in accordance with § 41.320(b), as appli-
cable to a program-specific audit, and 
one copy of this reporting package 
shall be submitted to the Federal 
clearinghouse designated by OMB to be 
retained as an archival copy. Also, 
when the schedule of findings and ques-
tioned costs disclosed audit findings or 
the summary schedule of prior audit 
findings reported the status of any 
audit findings, the auditee shall submit 
one copy of the reporting package to 
the Federal clearinghouse on behalf of 
the Federal awarding agency, or di-
rectly to the pass-through entity in the 
case of a subrecipient. Instead of sub-
mitting the reporting package to the 
pass-through entity, when a sub-
recipient is not required to submit a 
reporting package to the pass-through 
entity, the subrecipient shall provide 
written notification to the pass- 
through entity, consistent with the re-
quirements of § 41.320(e)(2). A sub-
recipient may submit a copy of the re-
porting package to the pass-through 
entity to comply with this notification 
requirement. 

(d) Other sections of this part may 
apply. Program-specific audits are sub-
ject to § 41.100 through § 41.215(b), 
§ 41.220 through § 41.230, § 41.300 through 
§ 41.305, § 41.315, § 41.320(f) through 
§ 41.320(j), § 41.400 through § 41.405, 
§ 41.510 through § 41.515, and other ref-
erenced provisions of this part unless 
contrary to the provisions of this sec-
tion, a program-specific audit guide, or 
program laws and regulations. 

(Authority: Pub. L. 104–156; 110 Stat. 1396) 

Subpart C—Auditees 

§ 41.300 Auditee responsibilities. 
The auditee shall: 
(a) Identify, in its accounts, all Fed-

eral awards received and expended and 

VerDate Aug<31>2005 11:34 Aug 18, 2008 Jkt 214140 PO 00000 Frm 00900 Fmt 8010 Sfmt 8010 Y:\SGML\214140.XXX 214140er
ow

e 
on

 P
R

O
D

1P
C

71
 w

ith
 C

F
R



891 

Department of Veterans Affairs § 41.310 

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

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

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

(d) Prepare appropriate financial 
statements, including the schedule of 
expenditures of Federal awards in ac-
cordance with § 41.310. 

(e) Ensure that the audits required 
by this part are properly performed and 
submitted when due. When extensions 
to the report submission due date re-
quired by § 41.320(a) are granted by the 
cognizant or oversight agency for 
audit, promptly notify the Federal 
clearinghouse designated by OMB and 
each pass-through entity providing 
Federal awards of the extension. 

(f) Follow up and take corrective ac-
tion on audit findings, including prepa-
ration of a summary schedule of prior 
audit findings and a corrective action 
plan in accordance with § 41.315(b) and 
§ 41.315(c), respectively. 

(Authority: Pub. L. 104–156; 110 Stat. 1396) 

§ 41.305 Auditor selection. 
(a) Auditor procurement. In procuring 

audit services, auditees shall follow the 
procurement standards prescribed by 
part 43 of this chapter, OMB Circular 
A–110 (codified at 2 CFR part 215), 
‘‘Uniform Administrative Require-
ments for Grants and Agreements with 
Institutions of Higher Education, Hos-
pitals and Other Non-Profit Organiza-
tions,’’ or the FAR (48 CFR part 42), as 
applicable (OMB Circulars are avail-
able from the Office of Administration, 
Publications Office, room 2200, New Ex-
ecutive Office Building, Washington, 
DC 20503). Whenever possible, auditees 
shall make positive efforts to utilize 
small businesses, minority-owned 

firms, and women’s business enter-
prises, in procuring audit services as 
stated in part 43 of this chapter, OMB 
Circular A–110 (codified at 2 CFR part 
215), or the FAR (48 CFR part 42), as ap-
plicable. In requesting proposals for 
audit services, the objectives and scope 
of the audit should be made clear. Fac-
tors to be considered in evaluating 
each proposal for audit services include 
the responsiveness to the request for 
proposal, relevant experience, avail-
ability of staff with professional quali-
fications and technical abilities, the 
results of external quality control re-
views, and price. 

(b) Restriction on auditor preparing in-
direct cost proposals. An auditor who 
prepares the indirect cost proposal or 
cost allocation plan may not also be se-
lected to perform the audit required by 
this part when the indirect costs recov-
ered by the auditee during the prior 
year exceeded $1 million. This restric-
tion applies to the base year used in 
the preparation of the indirect cost 
proposal or cost allocation plan and 
any subsequent years in which the re-
sulting indirect cost agreement or cost 
allocation plan is used to recover costs. 

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

(Authority: Pub. L. 104–156; 110 Stat. 1396) 

§ 41.310 Financial statements. 
(a) Financial statements. The auditee 

shall prepare financial statements that 
reflect its financial position, results of 
operations or changes in net assets, 
and, where appropriate, cash flows for 
the fiscal year audited. The financial 
statements shall be for the same orga-
nizational unit and fiscal year that is 
chosen to meet the requirements of 
this part. However, organization-wide 
financial statements may also include 
departments, agencies, and other orga-
nizational units that have separate au-
dits in accordance with § 41.500(a) and 
prepare separate financial statements. 

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

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

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

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

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

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

(6) Include, in either the schedule or 
a note to the schedule, the value of the 
Federal awards expended in the form of 
non-cash assistance, the amount of in-
surance in effect during the year, and 
loans or loan guarantees outstanding 
at year-end. While not required, it is 
preferable to present this information 
in the schedule. 

(Authority: Pub. L. 104–156; 110 Stat. 1396) 

§ 41.315 Audit findings follow-up. 
(a) General. The auditee is responsible 

for follow-up and corrective action on 
all audit findings. As part of this re-
sponsibility, the auditee shall prepare 
a summary schedule of prior audit find-
ings. The auditee shall also prepare a 
corrective action plan for current year 

audit findings. The summary schedule 
of prior audit findings and the correc-
tive action plan shall include the ref-
erence numbers the auditor assigns to 
audit findings under § 41.510(c). Since 
the summary schedule may include 
audit findings from multiple years, it 
shall include the fiscal year in which 
the finding initially occurred. 

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

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

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

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

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

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

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

(iii) A management decision was not 
issued. 
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(c) Corrective action plan. At the com-
pletion of the audit, the auditee shall 
prepare a corrective action plan to ad-
dress each audit finding included in the 
current year auditor’s reports. The cor-
rective action plan shall provide the 
name(s) of the contact person(s) re-
sponsible for corrective action, the cor-
rective action planned, and the antici-
pated completion date. If the auditee 
does not agree with the audit findings 
or believes corrective action is not re-
quired, then the corrective action plan 
shall include an explanation and spe-
cific reasons. 

(Authority: Pub. L. 104–156; 110 Stat. 1396) 

§ 41.320 Report submission. 
(a) General. The audit shall be com-

pleted and the data collection form de-
scribed in paragraph (b) of this section 
and reporting package described in 
paragraph (c) of this section shall be 
submitted within the earlier of 30 days 
after receipt of the auditor’s report(s), 
or nine months after the end of the 
audit period, unless a longer period is 
agreed to in advance by the cognizant 
or oversight agency for audit. Unless 
restricted by law or regulation, the 
auditee shall make copies available for 
public inspection. 

(b) Data Collection. (1) The auditee 
shall submit a data collection form, 
which states whether the audit was 
completed in accordance with this part 
and provides information about the 
auditee, its Federal programs, and the 
results of the audit. The form shall be 
approved by OMB, available from the 
Federal clearinghouse designated by 
OMB, and include data elements simi-
lar to those presented in this para-
graph. A senior level representative of 
the auditee (e.g., State controller, di-
rector of finance, chief executive offi-
cer, or chief financial officer) shall sign 
a statement to be included as part of 
the form certifying that: the auditee 
complied with the requirements of this 
part, the form was prepared in accord-
ance with this part (and the instruc-
tions accompanying the form), and the 
information included in the form, in its 
entirety, are accurate and complete. 

(2) The data collection form shall in-
clude the following data elements: 

(i) The type of report the auditor 
issued on the financial statements of 

the auditee (i.e., unqualified opinion, 
qualified opinion, adverse opinion, or 
disclaimer of opinion). 

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

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

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

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

(vi) A list of the Federal awarding 
agencies, which will receive a copy of 
the reporting package pursuant to 
§ 41.320(d)(2). 

(vii) A yes or no statement as to 
whether the auditee qualified as a low- 
risk auditee under § 41.530. 

(viii) The dollar threshold used to 
distinguish between Type A and Type B 
programs as defined in § 41.520(b). 

(ix) The Catalog of Federal Domestic 
Assistance (CFDA) number for each 
Federal program, as applicable. 

(x) The name of each Federal pro-
gram and identification of each major 
program. Individual programs within a 
cluster of programs should be listed in 
the same level of detail as they are 
listed in the schedule of expenditures 
of Federal awards. 

(xi) The amount of expenditures in 
the schedule of expenditures of Federal 
awards associated with each Federal 
program. 

(xii) For each Federal program, a yes 
or no statement as to whether there 
are audit findings in each of the fol-
lowing types of compliance require-
ments and the total amount of any 
questioned costs: 

(A) Activities allowed or unallowed. 
(B) Allowable costs/cost principles. 
(C) Cash management. 
(D) Davis-Bacon Act. 
(E) Eligibility. 
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(F) Equipment and real property 
management. 

(G) Matching, level of effort, ear-
marking. 

(H) Period of availability of Federal 
funds. 

(I) Procurement and suspension and 
debarment. 

(J) Program income. 
(K) Real property acquisition and re-

location assistance. 
(L) Reporting. 
(M) Subrecipient monitoring. 
(N) Special tests and provisions. 
(xiii) Auditee name, employer identi-

fication number(s), name and title of 
certifying official, telephone number, 
signature, and date. 

(xiv) Auditor name, name and title of 
contact person, auditor address, audi-
tor telephone number, signature, and 
date. 

(xv) Whether the auditee has either a 
cognizant or oversight agency for 
audit. 

(xvi) The name of the cognizant or 
oversight agency for audit determined 
in accordance with § 41.400(a) and 
§ 41.400(b), respectively. 

(3) Using the information included in 
the reporting package described in 
paragraph (c) of this section, the audi-
tor shall complete the applicable sec-
tions of the form. The auditor shall 
sign a statement to be included as part 
of the data collection form that indi-
cates, at a minimum, the source of the 
information included in the form, the 
auditor’s responsibility for the infor-
mation, that the form is not a sub-
stitute for the reporting package de-
scribed in paragraph (c) of this section, 
and that the content of the form is lim-
ited to the data elements prescribed by 
OMB. 

(c) Reporting package. The reporting 
package shall include the: 

(1) Financial statements and sched-
ule of expenditures of Federal awards 
discussed in § 41.310(a) and § 41.310(b), 
respectively; 

(2) Summary schedule of prior audit 
findings discussed in § 41.315(b); 

(3) Auditor’s report(s) discussed in 
§ 41.505; and 

(4) Corrective action plan discussed 
in § 41.315(c). 

(d) Submission to clearinghouse. All 
auditees shall submit to the Federal 

clearinghouse designated by OMB the 
data collection form described in para-
graph (b) of this section and one copy 
of the reporting package described in 
paragraph (c) of this section for: 

(1) The Federal clearinghouse to re-
tain as an archival copy; and 

(2) Each Federal awarding agency 
when the schedule of findings and ques-
tioned costs disclosed audit findings re-
lating to Federal awards that the Fed-
eral awarding agency provided directly 
or the summary schedule of prior audit 
findings reported the status of any 
audit findings relating to Federal 
awards that the Federal awarding 
agency provided directly. 

(e) Additional submission by subrecipi-
ents. (1) In addition to the require-
ments discussed in paragraph (d) of 
this section, auditees that are also sub-
recipients shall submit to each pass- 
through entity one copy of the report-
ing package described in paragraph (c) 
of this section for each pass-through 
entity 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 
provided. 

(2) When a subrecipient is not re-
quired to submit a reporting package 
to a pass-through entity pursuant to 
paragraph (e)(1) of this section, the 
subrecipient shall provide written noti-
fication to the pass-through entity 
that: an audit of the subrecipient was 
conducted in accordance with this part 
(including the period covered by the 
audit and the name, amount, and 
CFDA number of the Federal award(s) 
provided by the pass-through entity); 
the schedule of findings and questioned 
costs disclosed no audit findings relat-
ing to the Federal award(s) that the 
pass-through entity provided; and, the 
summary schedule of prior audit find-
ings did not report on the status of any 
audit findings relating to the Federal 
award(s) that the pass-through entity 
provided. A subrecipient may submit a 
copy of the reporting package de-
scribed in paragraph (c) of this section 
to a pass-through entity to comply 
with this notification requirement. 
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(f) Requests for report copies. In re-
sponse to requests by a Federal agency 
or pass-through entity, auditees shall 
submit the appropriate copies of the re-
porting package described in paragraph 
(c) of this section and, if requested, a 
copy of any management letters issued 
by the auditor. 

(g) Report retention requirements. 
Auditees shall keep one copy of the 
data collection form described in para-
graph (b) of this section and one copy 
of the reporting package described in 
paragraph (c) of this section on file for 
three years from the date of submis-
sion to the Federal clearinghouse des-
ignated by OMB. Pass-through entities 
shall keep subrecipients’ submissions 
on file for three years from date of re-
ceipt. 

(h) Clearinghouse responsibilities. The 
Federal clearinghouse designated by 
OMB shall distribute the reporting 
packages received in accordance with 
paragraph (d)(2) of this section and 
§ 41.235(c)(3) to applicable Federal 
awarding agencies, maintain a data 
base of completed audits, provide ap-
propriate information to Federal agen-
cies, and follow up with known 
auditees which have not submitted the 
required data collection forms and re-
porting packages. 

(i) Clearinghouse address. The address 
of the Federal clearinghouse currently 
designated by OMB is Federal Audit 
Clearinghouse, Bureau of the Census, 
1201 E. 10th Street, Jeffersonville, IN 
47132. 

(j) Electronic filing. Nothing in this 
part shall preclude electronic submis-
sions to the Federal clearinghouse in 
such manner as may be approved by 
OMB. With OMB approval, the Federal 
clearinghouse may pilot test methods 
of electronic submissions. 

(Authority: Pub. L. 104–156; 110 Stat. 1396) 

Subpart D—Federal Agencies and 
Pass-Through Entities 

§ 41.400 Responsibilities. 
(a) Cognizant agency for audit respon-

sibilities. Recipients expending more 
than $50 million a year in Federal 
awards shall have a cognizant agency 
for audit. The designated cognizant 
agency for audit shall be the Federal 

awarding agency that provides the pre-
dominant amount of direct funding to 
a recipient unless OMB makes a spe-
cific cognizant agency for audit assign-
ment. The determination of the pre-
dominant amount of direct funding 
shall be based upon direct Federal 
awards expended in the recipient’s fis-
cal years ending in 2004, 2009, 2014, and 
every fifth year thereafter. For exam-
ple, audit cognizance for periods ending 
in 2006 through 2010 will be determined 
based on Federal awards expended in 
2004. (However, for 2001 through 2005, 
cognizant agency for audit is deter-
mined based on the predominant 
amount of direct Federal awards ex-
pended in the recipient’s fiscal year 
ending in 2000). Notwithstanding the 
manner in which audit cognizance is 
determined, a Federal awarding agency 
with cognizance for an auditee may re-
assign cognizance to another Federal 
awarding agency which provides sub-
stantial direct funding and agrees to be 
the cognizant agency for audit. Within 
30 days after any reassignment, both 
the old and the new cognizant agency 
for audit shall notify the auditee, and, 
if known, the auditor of the reassign-
ment. The cognizant agency for audit 
shall: 

(1) Provide technical audit advice 
and liaison to auditees and auditors. 

(2) Consider auditee requests for ex-
tensions to the report submission due 
date required by § 41.320(a). The cog-
nizant agency for audit may grant ex-
tensions for good cause. 

(3) Obtain or conduct quality control 
reviews of selected audits made by non- 
Federal auditors, and provide the re-
sults, when appropriate, to other inter-
ested organizations. 

(4) Promptly inform other affected 
Federal agencies and appropriate Fed-
eral law enforcement officials of any 
direct reporting by the auditee or its 
auditor of irregularities or illegal acts, 
as required by GAGAS or laws and reg-
ulations. 

(5) Advise the auditor and, where ap-
propriate, the auditee of any defi-
ciencies found in the audits when the 
deficiencies require corrective action 
by the auditor. When advised of defi-
ciencies, the auditee shall work with 
the auditor to take corrective action. 
If corrective action is not taken, the 
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