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5701–11, (‘‘Travel and Subsistence Ex-
penses; Mileage Allowances’’), or by 
the Administrator of General Services, 
or by the President (or his or her des-
ignee) pursuant to any provisions of 
such subchapter must apply to travel 
under Federal awards (48 CFR 31.205– 
46(a)). 

(d) Commercial air travel. (1) Airfare 
costs in excess of the basic least expen-
sive unrestricted accommodations 
class offered by commercial airlines 
are unallowable except when such ac-
commodations would: 

(i) Require circuitous routing; 
(ii) Require travel during unreason-

able hours; 
(iii) Excessively prolong travel; 
(iv) Result in additional costs that 

would offset the transportation sav-
ings; or 

(v) Offer accommodations not reason-
ably adequate for the traveler’s med-
ical needs. The non-Federal entity 
must justify and document these condi-
tions on a case-by-case basis in order 
for the use of first-class or business- 
class airfare to be allowable in such 
cases. 

(2) Unless a pattern of avoidance is 
detected, the Federal government will 
generally not question a non-Federal 
entity’s determinations that cus-
tomary standard airfare or other dis-
count airfare is unavailable for specific 
trips if the non-Federal entity can 
demonstrate that such airfare was not 
available in the specific case. 

(e) Air travel by other than commercial 
carrier. Costs of travel by non-Federal 
entity-owned, -leased, or -chartered 
aircraft include the cost of lease, char-
ter, operation (including personnel 
costs), maintenance, depreciation, in-
surance, and other related costs. The 
portion of such costs that exceeds the 
cost of airfare as provided for in para-
graph (d) of this section, is unallow-
able. 

§ 200.475 Trustees. 

Travel and subsistence costs of trust-
ees (or directors) at IHEs and nonprofit 
organizations are allowable. See also 
§ 200.474 Travel costs. 

Subpart F—Audit Requirements 

GENERAL 

§ 200.500 Purpose. 

This part sets forth standards for ob-
taining consistency and uniformity 
among Federal agencies for the audit 
of non-Federal entities expending Fed-
eral awards. 

AUDITS 

§ 200.501 Audit requirements. 

(a) Audit required. A non-Federal enti-
ty that expends $750,000 or more during 
the non-Federal entity’s fiscal year in 
Federal awards must have a single or 
program-specific audit conducted for 
that year in accordance with the provi-
sions of this part. 

(b) Single audit. A non-Federal entity 
that expends $750,000 or more during 
the non-Federal entity’s fiscal year in 
Federal awards must have a single 
audit conducted in accordance with 
§ 200.514 Scope of audit except when it 
elects to have a program-specific audit 
conducted in accordance with para-
graph (c) of this section. 

(c) Program-specific audit election. 
When an auditee expends Federal 
awards under only one Federal pro-
gram (excluding R&D) and the Federal 
program’s statutes, regulations, or the 
terms and conditions of the Federal 
award do not require a financial state-
ment audit of the auditee, the auditee 
may elect to have a program-specific 
audit conducted in accordance with 
§ 200.507 Program-specific audits. A pro-
gram-specific audit may not be elected 
for R&D unless all of the Federal 
awards expended were received from 
the same Federal agency, or the same 
Federal agency and the same pass- 
through entity, and that Federal agen-
cy, or pass-through entity in the case 
of a subrecipient, approves in advance 
a program-specific audit. 

(d) Exemption when Federal awards ex-
pended are less than $750,000. A non-Fed-
eral entity that expends less than 
$750,000 during the non-Federal entity’s 
fiscal year in Federal awards is exempt 
from Federal audit requirements for 
that year, except as noted in § 200.503 
Relation to other audit requirements, 

VerDate Mar<15>2010 14:08 Mar 14, 2014 Jkt 232005 PO 00000 Frm 00181 Fmt 8010 Sfmt 8010 Y:\SGML\232005.XXX 232005w
re

ie
r-

av
ile

s 
on

 D
S

K
5T

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R



172 

2 CFR Ch. II (1–1–14 Edition) § 200.502 

but records must be available for re-
view or audit by appropriate officials 
of the Federal agency, pass-through en-
tity, and Government Accountability 
Office (GAO). 

(e) Federally Funded Research and De-
velopment Centers (FFRDC). Manage-
ment of an auditee that owns or oper-
ates a FFRDC may elect to treat the 
FFRDC as a separate entity for pur-
poses of this part. 

(f) Subrecipients and Contractors. An 
auditee may simultaneously be a re-
cipient, a subrecipient, and a con-
tractor. Federal awards expended as a 
recipient or a subrecipient are subject 
to audit under this part. The payments 
received for goods or services provided 
as a contractor are not Federal awards. 
Section § 200.330 Subrecipient and con-
tractor determinations should be con-
sidered in determining whether pay-
ments constitute a Federal award or a 
payment for goods or services provided 
as a contractor. 

(g) Compliance responsibility for con-
tractors. In most cases, the auditee’s 
compliance responsibility for contrac-
tors is only to ensure that the procure-
ment, receipt, and payment for goods 
and services comply with Federal stat-
utes, regulations, and the terms and 
conditions of Federal awards. Federal 
award compliance requirements nor-
mally do not pass through to contrac-
tors. However, the auditee is respon-
sible for ensuring compliance for pro-
curement transactions which are struc-
tured such that the contractor is re-
sponsible for program compliance or 
the contractor’s records must be re-
viewed to determine program compli-
ance. Also, when these procurement 
transactions relate to a major pro-
gram, the scope of the audit must in-
clude determining whether these trans-
actions are in compliance with Federal 
statutes, regulations, and the terms 
and conditions of Federal awards. 

(h) For-profit subrecipient. Since this 
part does not apply to for-profit sub-
recipients, the pass-through entity is 
responsible for establishing require-
ments, as necessary, to ensure compli-
ance by for-profit subrecipients. The 
agreement with the for-profit sub-
recipient should describe applicable 
compliance requirements and the for- 
profit subrecipient’s compliance re-

sponsibility. Methods to ensure compli-
ance for Federal awards made to for- 
profit subrecipients may include pre- 
award audits, monitoring during the 
agreement, and post-award audits. See 
also § 200.331 Requirements for pass- 
through entities. 

§ 200.502 Basis for determining Fed-
eral awards expended. 

(a) Determining Federal awards ex-
pended. The determination of when a 
Federal award is expended should be 
based on when the activity related to 
the Federal award occurs. Generally, 
the activity pertains to events that re-
quire the non-Federal entity to comply 
with Federal statutes, regulations, and 
the terms and conditions of Federal 
awards, such as: expenditure/expense 
transactions associated with awards in-
cluding grants, cost-reimbursement 
contracts under the FAR, compacts 
with Indian Tribes, cooperative agree-
ments, and direct appropriations; the 
disbursement of funds to subrecipients; 
the use of loan proceeds under loan and 
loan guarantee programs; the receipt of 
property; the receipt of surplus prop-
erty; the receipt or use of program in-
come; the distribution or use of food 
commodities; the disbursement of 
amounts entitling the non-Federal en-
tity to an interest subsidy; and the pe-
riod when insurance is in force. 

(b) Loan and loan guarantees (loans). 
Since the Federal government is at 
risk for loans until the debt is repaid, 
the following guidelines must be used 
to calculate the value of Federal 
awards expended under loan programs, 
except as noted in paragraphs (c) and 
(d) of this section: 

(1) Value of new loans made or re-
ceived during the audit period; plus 

(2) Beginning of the audit period bal-
ance of loans from previous years for 
which the Federal government imposes 
continuing compliance requirements; 
plus 

(3) Any interest subsidy, cash, or ad-
ministrative cost allowance received. 

(c) Loan and loan guarantees (loans) at 
IHEs. When loans are made to students 
of an IHE but the IHE does not make 
the loans, then only the value of loans 
made during the audit period must be 
considered Federal awards expended in 
that audit period. The balance of loans 
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for previous audit periods is not in-
cluded as Federal awards expended be-
cause the lender accounts for the prior 
balances. 

(d) Prior loan and loan guarantees 
(loans). Loans, the proceeds of which 
were received and expended in prior 
years, are not considered Federal 
awards expended under this part when 
the Federal statutes, regulations, and 
the terms and conditions of Federal 
awards pertaining to such loans impose 
no continuing compliance require-
ments other than to repay the loans. 

(e) Endowment funds. The cumulative 
balance of Federal awards for endow-
ment funds that are federally re-
stricted are considered Federal awards 
expended in each audit period in which 
the funds are still restricted. 

(f) Free rent. Free rent received by 
itself is not considered a Federal award 
expended under this part. However, free 
rent received as part of a Federal 
award to carry out a Federal program 
must be included in determining Fed-
eral awards expended and subject to 
audit under this part. 

(g) Valuing non-cash assistance. Fed-
eral non-cash assistance, such as free 
rent, food commodities, donated prop-
erty, 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. 

(h) Medicare. Medicare payments to a 
non-Federal entity for providing pa-
tient care services to Medicare-eligible 
individuals are not considered Federal 
awards expended under this part. 

(i) Medicaid. Medicaid payments to a 
subrecipient for providing patient care 
services to Medicaid-eligible individ-
uals are not considered Federal awards 
expended under this part unless a state 
requires the funds to be treated as Fed-
eral awards expended because reim-
bursement is on a cost-reimbursement 
basis. 

(j) Certain loans provided by the Na-
tional Credit Union Administration. For 
purposes of this part, loans made from 
the National Credit Union Share Insur-
ance Fund and the Central Liquidity 
Facility that are funded by contribu-
tions from insured non-Federal entities 
are not considered Federal awards ex-
pended. 

§ 200.503 Relation to other audit re-
quirements. 

(a) An audit conducted in accordance 
with this part must be in lieu of any fi-
nancial audit of Federal awards which 
a non-Federal entity is required to un-
dergo under any other Federal statute 
or regulation. To the extent that such 
audit provides a Federal agency with 
the information it requires to carry 
out its responsibilities under Federal 
statute or regulation, a Federal agency 
must rely upon and use that informa-
tion. 

(b) Notwithstanding subsection (a), a 
Federal agency, Inspectors General, or 
GAO may conduct or arrange for addi-
tional audits which are necessary to 
carry out its responsibilities under 
Federal statute or regulation. The pro-
visions of this part do not authorize 
any non-Federal entity to constrain, in 
any manner, such Federal agency from 
carrying out or arranging for such ad-
ditional audits, except that the Federal 
agency must plan such audits to not be 
duplicative of other audits of Federal 
awards. Prior to commencing such an 
audit, the Federal agency or pass- 
through entity must review the FAC 
for recent audits submitted by the non- 
Federal entity, and to the extent such 
audits meet a Federal agency or pass- 
through entity’s needs, the Federal 
agency or pass-through entity must 
rely upon and use such audits. Any ad-
ditional audits must be planned and 
performed in such a way as to build 
upon work performed, including the 
audit documentation, sampling, and 
testing already performed, by other 
auditors. 

(c) The provisions of this part do not 
limit the authority of Federal agencies 
to conduct, or arrange for the conduct 
of, audits and evaluations of Federal 
awards, nor limit the authority of any 
Federal agency Inspector General or 
other Federal official. For example, re-
quirements that may be applicable 
under the FAR or CAS and the terms 
and conditions of a cost-reimbursement 
contract may include additional appli-
cable audits to be conducted or ar-
ranged for by Federal agencies. 

(d) Federal agency to pay for addi-
tional audits. A Federal agency that 
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conducts or arranges for additional au-
dits must, consistent with other appli-
cable Federal statutes and regulations, 
arrange for funding the full cost of 
such additional audits. 

(e) Request for a program to be au-
dited as a major program. A Federal 
awarding agency may request that an 
auditee have a particular Federal pro-
gram audited as a major program in 
lieu of the Federal awarding agency 
conducting or arranging for the addi-
tional audits. To allow for planning, 
such requests should be made at least 
180 calendar days prior to the end of 
the fiscal year to be audited. The 
auditee, after consultation with its 
auditor, should promptly respond to 
such a request by informing the Fed-
eral awarding agency whether the pro-
gram would otherwise be audited as a 
major program using the risk-based 
audit approach described in § 200.518 
Major program determination and, if 
not, the estimated incremental cost. 
The Federal awarding agency must 
then promptly confirm to the auditee 
whether it wants the program audited 
as a major program. If the program is 
to be audited as a major program based 
upon this Federal awarding agency re-
quest, and the Federal awarding agen-
cy agrees to pay the full incremental 
costs, then the auditee must have the 
program audited as a major program. A 
pass-through entity may use the provi-
sions of this paragraph for a sub-
recipient. 

§ 200.504 Frequency of audits. 

Except for the provisions for biennial 
audits provided in paragraphs (a) and 
(b) of this section, audits required by 
this part must be performed annually. 
Any biennial audit must cover both 
years within the biennial period. 

(a) A state, local government, or In-
dian tribe that is required by constitu-
tion or statute, in effect on January 1, 
1987, to undergo its audits less fre-
quently than annually, is permitted to 
undergo its audits pursuant to this 
part biennially. This requirement must 
still be in effect for the biennial period. 

(b) Any nonprofit organization that 
had biennial audits for all biennial pe-
riods ending between July 1, 1992, and 
January 1, 1995, is permitted to under-

go its audits pursuant to this part bi-
ennially. 

§ 200.505 Sanctions. 

In cases of continued inability or un-
willingness to have an audit conducted 
in accordance with this part, Federal 
agencies and pass-through entities 
must take appropriate action as pro-
vided in § 200.338 Remedies for non-
compliance. 

§ 200.506 Audit costs. 

See § 200.425 Audit services. 

§ 200.507 Program-specific audits. 

(a) Program-specific audit guide avail-
able. In many cases, a program-specific 
audit guide will be available to provide 
specific guidance to the auditor with 
respect to internal controls, compli-
ance requirements, suggested audit 
procedures, and audit reporting re-
quirements. A listing of current pro-
gram-specific audit guides can be found 
in the compliance supplement begin-
ning with the 2014 supplement includ-
ing Federal awarding agency contact 
information and a Web site where a 
copy of the guide can be obtained. 
When a current program-specific audit 
guide is available, the auditor must 
follow GAGAS and the guide when per-
forming a program-specific audit. 

(b) Program-specific audit guide not 
available. (1) When a program-specific 
audit guide is not available, the 
auditee and auditor must have basi-
cally the same responsibilities for the 
Federal program as they would have 
for an audit of a major program in a 
single audit. 

(2) The auditee must prepare the fi-
nancial statement(s) for the Federal 
program that includes, at a minimum, 
a schedule of expenditures of Federal 
awards for the program and notes that 
describe the significant accounting 
policies used in preparing the schedule, 
a summary schedule of prior audit find-
ings consistent with the requirements 
of § 200.511 Audit findings follow-up, 
paragraph (b), and a corrective action 
plan consistent with the requirements 
of § 200.511 Audit findings follow-up, 
paragraph (c). 

(3) The auditor must: 
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(i) Perform an audit of the financial 
statement(s) for the Federal program 
in accordance with GAGAS; 

(ii) Obtain an understanding of inter-
nal controls and perform tests of inter-
nal controls over the Federal program 
consistent with the requirements of 
§ 200.514 Scope of audit, paragraph (c) 
for a major program; 

(iii) Perform procedures to determine 
whether the auditee has complied with 
Federal statutes, regulations, and the 
terms and conditions of Federal awards 
that could have a direct and material 
effect on the Federal program con-
sistent with the requirements of 
§ 200.514 Scope of audit, paragraph (d) 
for a major program; 

(iv) Follow up on prior audit findings, 
perform procedures to assess the rea-
sonableness of the summary schedule 
of prior audit findings prepared by the 
auditee in accordance with the require-
ments of § 200.511 Audit findings follow- 
up, and report, as a current year audit 
finding, when the auditor concludes 
that the summary schedule of prior 
audit findings materially misrepre-
sents the status of any prior audit find-
ing; and 

(v) Report any audit findings con-
sistent with the requirements of 
§ 200.516 Audit findings. 

(4) The auditor’s report(s) may be in 
the form of either combined or sepa-
rate reports and may be organized dif-
ferently from the manner presented in 
this section. The auditor’s report(s) 
must state that the audit was con-
ducted in accordance with this part 
and include the following: 

(i) An opinion (or disclaimer of opin-
ion) as to whether the financial state-
ment(s) of the Federal program is pre-
sented fairly in all material respects in 
accordance with the stated accounting 
policies; 

(ii) A report on internal control re-
lated to the Federal program, which 
must describe the scope of testing of 
internal 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 terms and conditions of Federal 
awards 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 
§ 200.515 Audit reporting, paragraph 
(d)(1) and findings and questioned costs 
consistent with the requirements of 
§ 200.515 Audit reporting, paragraph 
(d)(3). 

(c) Report submission for program-spe-
cific audits. (1) The audit must be com-
pleted and the reporting required by 
paragraph (c)(2) or (c)(3) of this section 
submitted within the earlier of 30 cal-
endar days after receipt of the audi-
tor’s report(s), or nine months after 
the end of the audit period, unless a 
different period is specified in a pro-
gram-specific audit guide. Unless re-
stricted by Federal law or regulation, 
the auditee must make report copies 
available for public inspection. 
Auditees and auditors must ensure 
that their respective parts of the re-
porting package do not include pro-
tected personally identifiable informa-
tion. 

(2) When a program-specific audit 
guide is available, the auditee must 
electronically submit to the FAC the 
data collection form prepared in ac-
cordance with § 200.512 Report submis-
sion, paragraph (b), as applicable to a 
program-specific audit, and the report-
ing 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 
must 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 § 200.512 Report sub-
mission, paragraph (b), as applicable to 
a program-specific audit, and one copy 
of this reporting package must be elec-
tronically submitted to the FAC. 

(d) Other sections of this part may 
apply. Program-specific audits are sub-
ject to: 
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(1) 200.500 Purpose through 200.503 Re-
lation to other audit requirements, 
paragraph (d); 

(2) 200.504 Frequency of audits 
through 200.506 Audit costs; 

(3) 200.508 Auditee responsibilities 
through 200.509 Auditor selection; 

(4) 200.511 Audit findings follow-up; 
(5) 200.512 Report submission, para-

graphs (e) through (h); 
(6) 200.513 Responsibilities; 
(7) 200.516 Audit findings through 

200.517 Audit documentation; 
(8) 200.521 Management decision, and 
(9) Other referenced provisions of this 

part unless contrary to the provisions 
of this section, a program-specific 
audit guide, or program statutes and 
regulations. 

AUDITEES 

§ 200.508 Auditee responsibilities. 
The auditee must: 
(a) Procure or otherwise arrange for 

the audit required by this part in ac-
cordance with § 200.509 Auditor selec-
tion, and ensure it is properly per-
formed and submitted when due in ac-
cordance with § 200.512 Report submis-
sion. 

(b) Prepare appropriate financial 
statements, including the schedule of 
expenditures of Federal awards in ac-
cordance with § 200.510 Financial state-
ments. 

(c) Promptly follow up and take cor-
rective action on audit findings, in-
cluding preparation of a summary 
schedule of prior audit findings and a 
corrective action plan in accordance 
with § 200.511 Audit findings follow-up, 
paragraph (b) and § 200.511 Audit find-
ings follow-up, paragraph (c), respec-
tively. 

(d) Provide the auditor with access to 
personnel, accounts, books, records, 
supporting documentation, and other 
information as needed for the auditor 
to perform the audit required by this 
part. 

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

audit services, the auditee must follow 
the procurement standards prescribed 
by the Procurement Standards in 
§§ 200.317 Procurement by states 
through 20.326 Contract provisions of 

Subpart D- Post Federal Award Re-
quirements of this part or the FAR (48 
CFR part 42), as applicable. When pro-
curing audit services, the objective is 
to obtain high-quality audits. In re-
questing proposals for audit services, 
the objectives and scope of the audit 
must be made clear and the non-Fed-
eral entity must request a copy of the 
audit organization’s peer review report 
which the auditor is required to pro-
vide under GAGAS. Factors to be con-
sidered in evaluating each proposal for 
audit services include the responsive-
ness to the request for proposal, rel-
evant experience, availability of staff 
with professional qualifications and 
technical abilities, the results of peer 
and external quality control reviews, 
and price. Whenever possible, the 
auditee must make positive efforts to 
utilize small businesses, minority- 
owned firms, and women’s business en-
terprises, in procuring audit services as 
stated in § 200.321 Contracting with 
small and minority businesses, wom-
en’s business enterprises, and labor 
surplus area firms, or the FAR (48 CFR 
part 42), as applicable. 

(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. 

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

must 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 must be for the same orga-
nizational unit and fiscal year that is 
chosen to meet the requirements of 
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