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Food and Nutrition Service, USDA § 226.8 

agency shall provide guidance on finan-
cial management requirements to each 
institution. 

[47 FR 36527, Aug. 20, 1982, as amended at 48 
FR 21530, May 13, 1983; Amdt. 5, 49 FR 18988, 
May 4, 1984; 50 FR 8580, Mar. 4, 1985; 50 FR 
26975, July 1, 1985; 53 FR 52589, Dec. 28, 1988; 
Amdt. 22, 55 FR 1378, Jan. 14, 1990; 63 FR 9728, 
Feb. 26, 1998; 67 FR 43490, June 27, 2002; 69 FR 
53542, Sept. 1, 2004; 71 FR 5, Jan. 3, 2006; 71 FR 
39518, July 13, 2006; 72 FR 41606, July 31, 2007; 
76 FR 34571, June 13, 2011] 

§ 226.8 Audits. 
(a) Unless otherwise exempt, audits 

at the State and institution levels 
must be conducted in accordance with 
Office of Management and Budget cir-
cular A–133 and the Department’s im-
plementing regulations at part 3052 of 
this title. State agencies must estab-
lish audit policy for for-profit institu-
tions. However, the audit policy estab-
lished by the State agency must not 
conflict with the authority of the State 
agency or the Department to perform, 
or cause to be performed, audits, re-
views, agreed-upon procedures engage-
ments, or other monitoring activities. 

(b) The funds provided to the State 
agency under § 226.4(j) may be made 
available to institutions to fund a por-
tion of organization-wide audits made 
in accordance with part 3052 of this 
title. The funds provided to an institu-
tion for an organization-wide audit 
must be determined in accordance with 
§ 3052.230(a) of this title. 

(c) Funds provided under § 226.4(j) 
may be used by the State agency to 
conduct program-specific audits of in-
stitutions not subject to organization- 
wide audits, or for which the State 
agency considers program specific au-
dits to be needed. The State agency 
may use any funds remaining after all 
required program-specific audits have 
been performed to conduct administra-
tive reviews or agreed-upon procedures 
engagements of institutions. 

(d) Funds provided under § 226.4(j) 
may only be obligated during the fiscal 
year for which those funds are allo-
cated. If funds provided under § 226.4(i) 
are not sufficient to meet the require-
ments of this section, the State agency 
may then use available State adminis-
trative expense funds to conduct au-
dits, provided that the State agency is 
arranging for the audits and has not 

passed the responsibility down to the 
institution. 

(e) Full use of Federal funds. States 
and State agencies must support the 
full use of Federal funds provided to 
State agencies under 226.4(j) of this 
part to support State audit activities, 
and exclude such funds from State 
budget restrictions or limitations, in-
cluding hiring freezes, work furloughs, 
and travel restrictions. 

(f) In conducting management eval-
uations, reviews, or audits in a fiscal 
year, the State agency, FNS, or OIG 
may disregard an overpayment if the 
overpayment does not exceed $600. A 
State agency may establish, through 
State law, regulation or procedure, an 
alternate disregard threshold that does 
not exceed $600. This disregard may be 
made once per each management eval-
uation, review, or audit per Program 
within a fiscal year. However, no over-
payment is to be disregarded where 
there is substantial evidence of viola-
tions of criminal law or civil fraud 
statutes. 

(g) While OIG shall rely to the fullest 
extent feasible upon State sponsored 
audits, OIG may, whenever it considers 
necessary: 

(1) Make audits on a statewide basis; 
(2) Perform on-site test audits; 
(3) Review audit reports and related 

working papers of audits performed by 
or for State agencies. 

(h) State agencies are not required to 
provide a hearing to an institution for 
State actions taken on the basis of a 
Federal audit determination. If a State 
agency does not provide a hearing in 
such situations, FNS will provide a 
hearing, upon request, in accordance 
with procedures set forth in § 226.6(k). 

[47 FR 36527, Aug. 20, 1982, as amended at 50 
FR 8580, Mar. 4, 1985; 51 FR 4295, Feb. 4, 1986; 
52 FR 5526, Feb. 25, 1987; 53 FR 52590, Dec. 28, 
1988; Amdt. 22, 55 FR 1378, Jan. 14, 1990; 67 FR 
43490, June 27, 2002; 69 FR 53543, Sept. 1, 2004; 
70 FR 43261, July 27, 2005; 71 FR 5, Jan. 3, 2006; 
71 FR 30563, May 30, 2006; 72 FR 41607, July 31, 
2007; 76 FR 37982, June 29, 2011] 
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