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The Introduction also contains the- Materiality Sheet – Page 2 (Note an abbreviated materiality sheet is also included within the guidance file).
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No ARRA guidance has been included, there should be no ARRA funding or expenditures for this audit cycle.


A guidance file has been created to be used in conjunction with this testing file.  The name of the guidance file is “93.775/93.777/93.778_Medicaid Cluster_2013_guidance_county JFS only_May 2014.pdf” and can be found at        http://www.auditor.state.oh.us/services/lgs/publications/AuditorsForms/AuditForms/faccrs.htm.  The guidance file is in PDF form and utilizes book marks for easier navigation through the form.

Section O at the end of this document should be used for auditors to document their overall testing conclusions.
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Note: In many cases, if Medicaid is a major program, you will need to test both the JFS and non-JFS Medicaid FACCR’s. As stated in step 5 of the RSAR, quantitative federal program materiality is typically 5% of total program expenditures. Since most Counties receive Medicaid for JFS, and from ODODD, both the JFS and non-JFS FACCR’s would need tested if expenditures from both funding streams exceeded 5% of total Medicaid expenditures. 




Testing File- Introduction

(1)	Taken form Part 2, Compliance Requirements, of the OMB Circular A-133 Compliance Supplement (www.whitehouse.gov/omb/grants_circulars/).  When Part 2 of the Compliance Supplement indicates that a type of compliance requirement is not applicable, the remaining assessments for the compliance requirement are not applicable.

(2)	If the Supplement notes a compliance requirement as being applicable to the program in column (1), it still may not apply at a particular entity either because that entity does not have activity subject to that type of compliance requirement, or the activity could not have a material effect on a major program.  If the Compliance Supplement indicates that a type of compliance requirement is applicable and the auditor determines it also is direct and material to the program at the specific entity being audited, the auditor should answer this question “Yes,” and then complete the remainder of the line to document the various risk assessments, sample sizes, and references to testing.  Alternatively, if the auditor determines that a particular type of compliance requirement that normally would be applicable to a program (as per part 2 of the Compliance Supplement) is not direct and material to the program at the specific entity being audited, the auditor should answer this question “No.” Along with that response, the auditor should document the basis for the determination (for example, "Davis-Bacon Act does not apply because there were no applicable contracts for construction in the current period" or "per the Compliance Supplement, eligibility requirements only apply at the state level").

(3)	Refer to the AICPA Audit Guide Government Auditing Standards and Circular A-133 Audits, chapter 10, Compliance Auditing Applicable to Major Programs, for considerations relating to assessing inherent risk of noncompliance for each direct and material type of compliance requirement. The auditor is expected to document the inherent risk assessment for each direct and material compliance requirement.

(4)	Refer to the AICPA Audit Guide Government Auditing Standards and Circular A-133 Audits, chapter 9, "Internal Control Over Compliance for Major Programs," for considerations relating to assessing control risk of noncompliance for each direct and material types of compliance requirement. To determine the control risk assessment, the auditor is to document the five internal control components of the Committee of Sponsoring Organizations of the Treadway Commission (COSO) (that is, control environment, risk assessment, control activities, information and communication, and monitoring) for each direct and material type of compliance requirement. Keep in mind that the auditor is expected to perform procedures to obtain an understanding of internal control over compliance for federal programs that is sufficient to plan the audit to support a low assessed level of control risk. If internal control over compliance for a type of compliance requirement is likely to be ineffective in preventing or detecting noncompliance, then the auditor is not required to plan and perform tests of internal control over compliance. Rather, the auditor must assess control risk at maximum, determine whether additional compliance tests are required, and report a significant deficiency (or material weakness) as part of the audit findings.  The control risk assessment is based upon the auditor's understanding of controls, which would be documented outside of this template. Auditors may use the practice aid, Controls Overview Document, to support their control assessment.  The Controls Overview Document assists the auditor in documenting the elements of COSO, identifying key controls, testing of those controls, and concluding on control risk. The practice aid is available in either a checklist or narrative format. 

(5)	Audit risk of noncompliance is defined in Statement on Auditing Standards No. 117, Compliance Audits (AICPA, Professional Standards, vol. 1, AU sec. 801/AU-C 935), as the risk that the auditor expresses an inappropriate opinion on the entity's compliance when material noncompliance exists. Audit risk of noncompliance is a function of the risks of material noncompliance and detection risk of noncompliance.

(6)	CFAE included the typical monetary vs. nonmonetary determinations for each compliance requirement in this program.  However, auditors should tailor these assessments as appropriate based on the facts and circumstances of their entity’s operations.   AU-C 935.13 & .A7 require auditors to establish and document two materiality levels:  (1)  a materiality level for the program as a whole.  The column above documents quantitative materiality at the PROGRAM LEVEL for each major program; and (2) a second materiality level for the each of the applicable 14 compliance requirement listed in A-133 § .320(b)(2)(xii).  
Note:  
a. If the compliance requirement is of a monetary nature, and  
b. The requirement applies to the total population of program expenditure,

Then the compliance materiality amount for the program also equals materiality for the requirement.  For example, the population for allowable costs and cost principles will usually equal the total Federal expenditures for the major program as a whole.  Conversely, the population for some monetary compliance requirements may be less than the total Federal expenditures.  Auditors must carefully determine the population subject to the compliance requirement to properly assess Federal materiality.  Auditors should also consider the qualitative aspects of materiality. For example, in some cases, noncompliance and internal control deficiencies that might otherwise be immaterial could be significant to the major program because they involve fraud, abuse, or illegal acts.  Auditors should document PROGRAM LEVEL materiality in the Record of Single Audit Risk (RSAR).  

(Source:  AOS CFAE)

Performing Tests to Evaluate the Effectiveness of Controls throughout this FACCR

Auditors should consider the following when evaluating, documenting, and testing the effectiveness of controls throughout this FACCR:

As noted in paragraph 9.03, Circular A-133 states that the auditors should perform tests of internal controls over compliance as planned. (Paragraphs 9.27—.29 of the AICPA Government Auditing Standards and Circular A-133 Guide discuss an exception related to ineffective internal control over compliance.) In addition, AU-C 330.08 states the auditor should design and perform tests of controls to obtain sufficient appropriate audit evidence about the operating effectiveness of relevant controls.  Further AU-C 330.09 states in designing and performing tests of controls, the auditor should obtain more persuasive audit evidence the greater the reliance the auditor places on the effectiveness of a control.   Testing of the operating effectiveness of controls ordinarily includes procedures such as (a) inquiries of appropriate entity personnel, including grant and contract managers; (b) the inspection of documents, reports, or electronic files indicating performance of the control; (c) the observation of the application of the specific controls; and (d) reperformance of the application of the control by the auditor. The auditor should perform such procedures regardless of whether he or she would otherwise choose to obtain evidence to support an assessment of control risk below the maximum level.

Paragraph .A24 of AU-C section 330 provides guidance related to the testing of controls. The auditor may design tests of controls to be performed concurrently with a test of details on the same transaction.   Although the purpose of a test of controls is different from the purpose of a test of details, both may be accomplished concurrently by performing a test of controls and a test of details on the same transaction (a dual-purpose test). For example, the auditor may examine an invoice to determine whether it has been approved and whether it provides substantive evidence of a transaction. A dual purpose test is designed and evaluated by considering each purpose of the test separately.9 Also, when performing the tests; the auditor should consider how the outcome of the test of controls may affect the auditor's determination about the extent of substantive procedures to be performed. See chapter 11 of this guide for a discussion of the use of dual purpose samples in a compliance audit. (Source: Paragraphs 9.31 and 9.33 of the AICPA Government Auditing Standards and Circular A-133 Guide).



Testing File- Introduction


Audit Objectives
1. Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in Part 6 of the Compliance Supplement,  Internal Control, (http://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a133_compliance/2013/pt6.pdf ) perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program .  Plan the testing of internal control to support a low assessed level of control risk for the compliance requirement and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at high and considering whether additional compliance tests and reporting are required because of ineffective internal control.

2. Determine whether Federal awards were expended only for allowable activities.


	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):
	Link Reference

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):


Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):


Here are some questions that can help in documenting the above control requirements
(Note: The ODJFS Guided Self-Assessment (GSA) requests County JFS offices to provide controls over activities allowed and allowable costs.  Auditors should review the information provided by the County JFS for this assessment to help gain an understanding of the procedures in place.)

1. Does the County JFS pay expenditures to the County via a CAP?

2. How does the County ensure only applicable costs are included in the CAP?

3. What procedures does the County JFS have in place to ensure they are only paying for allowable activities?

4. What controls does the County JFS have to ensure costs are not paid through the CAP and directly to the County?

5. What procedures does the County JFS have in place for only allowable costs input into CFIS?

6. What procedures does the County JFS have to ensure administrative employees / costs are not reported as part of RMS, unless these employees provide direct services?

7. How does the County ensure that:
· Employees are properly completing the RMS observation;
· Documentation is available to support the program and activity claimed;
· Observations for absent employees are properly completed; 
· FTE allocations for the shared cost pool are correct;
· Employees are assigned to the correct cost pool; and 
· Employees are completing the correct RMS observation.

8. Interview the RMS Coordinator.  Document RMS coordinator name and date of interview.  Document any weaknesses noted.  Interview could include questions such as the following:
a. Are you familiar with the RMS procedures summarized in the Administrative Procedures Manual?
b. What is your role in the RMS process?
c. What do you do if you receive an RMS observation  for an employee who no longer works in your office?
d. How do you ensure the observation are filled out correctly?
e. Have you received any special training or instructions on RMS procedures within the past 12 months?
f. How do you complete the RMS control sample?  What is the purpose of the control sample?

9. Interview case workers who participate in RMS. Document employee name and date of interview.  Interview could include questions such as the following:
i. Are you familiar with the RMS procedures summarized in the Administrative Procedures Manual?
ii. What do you do when you receive an observation ?
1. Complete immediately
2. Hold until appropriate time
3. Complete at my convenience
4. Other (explain)
iii. What items need to be completed for the observation?
1. What program you are working with
2. Activity code
3. Case number (or unique identifier)
4. Comment section completed


	







G. Matching, Level of Effort, Earmarking
Audit Objectives and Control Procedures



A. 	Activities Allowed or Unallowed
Audit Objectives and Control Procedures 
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	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	· Auditors should gain efficiencies by testing in conjunction with other programs with the same requirements for CAP, FTE and RMS

· For instances where the compliance affects multiple major programs (i.e. RMS, FTE, financial reporting) we can sometimes have one population for determining sample size.  See  A133 Guide 11.42.

· Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	Direct Costs 
1) Identify (and document) the types of activities which are either specifically allowed or prohibited by the laws, regulations, and the provisions of contract or grant agreements pertaining to the program.

2) When allowability is determined based upon summary level data (voucher summaries, etc.), perform procedures to verify that:
a) Activities were allowable.
b) Individual transactions were properly classified and accumulated into the activity total.

3) When allowability is determined based upon individual transactions, select a representative number of transactions and perform procedures (vouch, scan, etc.) to verify that the transaction was for an allowable activity.

4) The auditor should be alert for large transfers of funds from program accounts, which may have been used to fund unallowable activities.

5) If the client has made subawards under the program, select a representative number of awards and determine whether they were only approved for activities as identified in step 1 above.  See also Section M.

6) Obtain management’s explanation for any significant questionable expenditures/subawards.  Analyze responses and obtain any additional documentation considered necessary.

7) In conjunction with Allowable Costs/Cost Principles in Section B, determine if the disbursements met OMB Circular A-87 (2 CFR 225) requirements.

Other Attributes:
--	Charges were properly coded.
--	Voucher was properly computed.
	--	Invoice amount agrees to voucher amount 
--	Invoice date precedes voucher date.
--	If a reimbursement, reimbursement was not claimed greater than 21 months following the payment of the expenditure.
--	Payment was made to or on behalf of an eligible recipient, as defined in the  
       eligibility requirements 		

CAP (see also CAP testing in Section B)
1) Summarize monthly payments to the County and review CAP for accuracy of payment. Ensure that payments made were for the current or prior period and they were within the current biennium.
2) Review CAP for reasonableness of County JFS expenditures.

FTE Reporting- the roster (prior was the 4920 report) is uploaded through the WebRMS system  (See Guidance File for additional information as well as OAC 5101:9-7-23 & 5101:9-7-20.)


1. Determine if the number of FTE by program area category is consistent with the payroll in the previous quarter.


2. Pull a representative sample of employees and determine if they are reported in the correct program area category based on documentation. (i.e. job duties, job description, personnel file, employee interview, etc.)



RMS 
1. Determine RMS cost pools that require testing (i.e. Income Maintenance, Social Services, Child Support, Child Welfare).


2. Scan all 4 quarterly RMS Tabulation Reports to identify any indications of misuse or manipulation of RMS codes (could help determine which quarter to test in step 3):
a. High instances of un-funded codes
b. Large variances (over 20%) in RMS coding between quarters
c. Distribution of RMS codes between programs


3. Obtain one quarter’s RMS observations for each population to be tested (i.e. Shared, Income Maintenance, Social Services, Child Support, Child Welfare)

Select a representative sample of observations, test for the following attributes and note any exceptions.
i. Observation includes a case number or other identifier or is marked 001 
ii. Observation includes the activity, where applicable 
iii. Determine if documentation exists to substantiate the claimed program and/or activity on the RMS sample observation 
iv. Employee must respond to the observation within 24 business hours.
v. The RMS Coordinator reviewed and approved all observation moment responses within 48 hours.  If the observation had been flagged as part of the quality assurance control group, determine the supervisor/supervisor designee validated the response within the same twenty-four-hour response period that is available to the employee.   Also determine if it was approved by the supervisor/supervisor designee, and that the response was accepted by the RMS coordinator..
vi. No unauthorized or vacant positions were included in the RMS sample

4. From the RMS sample in Step 3, select a sample of employees (no duplicates) and determine if RMS charge is supported
a. Obtain payroll listing with job titles and compare to RMS forms completed
b. Review job duties from observation and / or interview with employee
c. Match job activities from RMS with job descriptions in personnel file
d. If employee is an administrative or supervisory, determine whether they are appropriately completing the RMS forms
i. Administrative support employees can participate in RMS if they provide direct services 50% of the time
ii. Supervisory employees can participate in RMS if they provide direct services over 50% of the time


5. The information that was previously included in the County RMS Sample Reference list (the list was a recap from ODJFS of the RMS form information input into the system by the County JFS) is available in the WebRMS system. 
· Determine if the required number of observations were performed

Reminder: Auditors should not put confidential information in the current working papers and should follow established procedures for protection of confidential information.
	





A. 	Activities Allowed or Unallowed
Suggested Audit Procedures – Compliance (Substantive Tests) 




	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________





A. 	Activities Allowed or Unallowed 
Audit Implications Summary 




Audit Objectives

Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in Part 6 of the Compliance Supplement,  Internal Control (http://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a133_compliance/2013/pt6.pdf) perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.  Plan the testing of internal control to support a low assessed level of control risk the compliance requirement and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at high and considering whether additional compliance tests and reporting are required because of ineffective internal control.

See the following individual sections for compliance audit objectives



	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):
	Link Reference

	See also Section A for additional procedures.

Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):


Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):

	



B. Allowable Costs/Cost Principles
Audit Objectives and Control Procedures 



Compliance Audit Objectives- State/Local-Wide Central Service Costs

Determine whether the governmental unit complied with the provisions of A-87 / 2 CFR 225 as follows:
a. Direct charges to Federal awards were for allowable costs.
b. Charges to cost pools allocated to Federal awards through the central service CAPs were for allowable costs.
c. The methods of allocating the costs are in accordance with the applicable cost principles, and produce an equitable and consistent distribution of costs, which benefit from the central service costs being allocated (e.g., cost allocation bases include all activities, including all State departments and agencies and, if appropriate, non-State organizations which receive services).
d. Cost allocations were in accordance with central service CAPs approved by the cognizant agency or, in cases where such plans are not subject to approval, in accordance with the plan on file.


	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	State/Local-Wide Central Service Costs
0. In reviewing the State/local-wide central service costs, the auditor may not need to test all central service costs (allocated or billed) every year; for example, the auditor in obtaining sufficient evidence for the opinion may consider testing each central service at least every 5 years, and perform additional testing for central services with operating budgets of $5 million or more.

0. If the local governmental entity is not required to submit the central service CAP and related supporting documentation, the auditor should consider the risk of the reduced level of oversight in designing the nature, timing and extent of compliance testing.



General Audit Procedures for State/Local-Wide Central Service CAPs - The following procedures apply to direct charges to Federal awards as well as charges to cost pools that are allocated wholly or partially to Federal awards or used in formulating indirect cost rates used for recovering indirect costs under Federal awards.
0. Test a sample of transactions for conformance with:
2. The criteria contained in the 'Basic Guidelines' section of A-87 (2 CFR 225), Attachment A, paragraph C. (This step can be performed by completing the step in the suggested audit procedures section of this audit program.)

2. The principles to establish allowability or unallowability of certain items of cost (A-87, Attachment B). (This step as it relates to payroll and depreciation can be performed by completing the steps in the suggested audit procedures section of this audit program.)

0. If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged. Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred. When an unallowable cost is incurred, directly associated costs are also unallowable. For example, occupancy costs related to unallowable general costs of government are also unallowable.

Special Audit Procedures for State/Local-Wide Central Service CAPs
0. Verify that the central service CAP includes the required documentation in accordance with A-87 (2 CFR 225), Attachment C, paragraph E.

0. Testing of the State/Local-Wide Central Service CAPs - Allocated Section I Costs
5. If new allocated central service costs were added, review the justification for including the item as Section I costs to ascertain if the costs are allowable (e.g., if costs benefit Federal awards).

5. Identify the central service costs that incurred a significant increase in actual costs from the prior year's costs. Test a sample of transactions to verify the allowability of the costs.


5. Determine whether the bases used to allocate costs are appropriate, i.e., costs are allocated in accordance with relative benefits received.

5. Determine whether the proposed bases include all activities that benefit from the central service costs being allocated, including all users that receive the services. For example, the State-wide central service CAP should allocate costs to all benefiting State departments and agencies, and, where appropriate, non-State organizations, such as local government agencies.


5. Perform an analysis of the allocation bases by selecting agencies with significant Federal awards to determine if the percentage of costs allocated to these agencies has increased from the prior year. For those selected agencies with significant allocation percentage increases, determine that the data included in the bases are current and accurate.

5. Verify that carry-forward adjustments are properly computed in accordance with A-87 (2 CFR 225), Attachment C, paragraph G.3.


0. Testing of the State/Local-Wide Central Service CAPs - Billed Section II Costs
(Note: A 60-day working capital reserve is not automatic. Refer to the HHS publication, A Guide for State, Local, and Indian Tribal Governments (ASMB C-10) for guidelines.)
6. For billed central service activities accounted for in separate funds (e.g., internal service funds), ascertain if:
0. Retained earnings/fund balances (including reserves) are computed in accordance with the applicable cost principles;

0. Working capital reserves are not excessive in amount (generally not greater than 60 days for cash expenses for normal operations incurred for the period exclusive of depreciation, capital costs, and debt principal costs); and


0. Adjustments were made when there is a difference between the revenue generated by each billed service and the actual allowable costs.

6. Test to ensure that all users of services are billed in a consistent manner. For example, examine selected billings to determine if all users (including users outside the governmental unit) are charged the same rate for the same service.

6. Test that billing rates exclude unallowable costs, in accordance with applicable cost principles and Federal statutes.


6. Test, where billed central service activities are funded through general revenue appropriations, that the billing rates (or charges) are developed based on actual costs and were adjusted to eliminate profits.

6. For self-insurance and pension funds, ascertain if independent actuarial studies appropriate for such activities are performed at least biennially and that current period costs were allocated based on an appropriate study that is not over two years old.

6. Determine if refunds were made to the Federal Government for its share of funds transferred from the self-insurance reserve to other accounts, including imputed or earned interest from the date of the transfer.

	





B. 	Allowable Costs/Cost Principles

State/Local Wide Central Service Costs
Compliance Audit Objectives & Suggested Audit Procedures -Compliance (Substantive Tests)


Compliance Audit Objectives- State/Local Department or Agency Costs - Direct and Indirect

Determine whether the governmental unit complied with the provisions of A-87 / 2 CFR 225 as follows:
a. Direct charges to Federal awards were for allowable costs.
b. Charges to cost pools used in calculating indirect cost rates were for allowable costs.
c. The methods for allocating the costs are in accordance with the applicable cost principles, and produce an equitable and consistent distribution of costs (e.g., all activities that benefit from the indirect cost, including unallowable activities, must receive an appropriate allocation of indirect costs).
d. Indirect cost rates were applied in accordance with approved indirect cost rate agreements (ICRA), or special award provisions or limitations, if different from those stated in negotiated rate agreements.
e. For local departments or agencies that do not have to submit an ICRP to the cognizant Federal agency, indirect cost rates were applied in accordance with the ICRP maintained on file.
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	Suggested Audit Procedures: 
State/Local Department or Agency Costs - Direct and Indirect
If the local department or agency is not required to submit an ICRP and related supporting documentation, the auditor should consider the risk of the reduced level of oversight in designing the nature, timing, and extent of compliance testing.

General Audit Procedures (Direct and Indirect Costs) - The following procedures apply to direct charges to Federal awards as well as charges to cost pools that are allocated wholly or partially to Federal awards or used in formulating indirect cost rates used for recovering indirect costs from Federal awards.
0. Test a sample of transactions for conformance with:
7. The criteria contained in the 'Basic Guidelines' section of A-87, Attachment A, paragraph C. (This step can be performed by completing the step in the suggested audit procedures section of this audit program.)

7. The principles to establish allowability or unallowability of certain items of cost (A-87 (2 CFR 225), Attachment B). 


0. If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged. Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred. When an unallowable cost is incurred, directly associated costs are also unallowable. For example, occupancy costs related to unallowable general costs of government are also unallowable.


Special Audit Procedures for State/Local Department or Agency ICRPs
0. Verify that the ICRP includes the required documentation in accordance with A-87 (2 CFR 225), Attachment E, paragraph D.

0. Testing of the ICRP - There may be a timing consideration when the audit is completed before the ICRP is completed. In this instance, the auditor should consider performing interim testing of the costs charged to the cost pools and the allocation bases (e.g., determine from management the cost pools that management expects to include in the ICRP and test the costs for compliance with A-87 (2 CFR 225). Should there be audit exceptions, corrective action may be taken earlier to minimize questioned costs. In the next year's audit, the auditor should complete testing and verify management's representations against the completed ICRP.

10. When the ICRA is the basis for indirect cost charged to a major program, the auditor is required to obtain appropriate assurance that the costs collected in the cost pools and allocation methods are in compliance with the applicable cost principles. The following procedures are some acceptable options the auditor may use to obtain this assurance:

0. Indirect Cost Pool - Test the indirect cost pool to ascertain if it includes only allowable costs in accordance with A-87 (2 CFR 225):
0. Test to ensure that unallowable costs are identified and eliminated from the indirect cost pool (e.g., capital expenditures, general costs of government).

0. Identify significant changes in expense categories between the prior ICRP and the current ICRP. Test a sample of transactions to verify the allowability of the costs.


0. Trace the central service costs that are included in the indirect cost pool to the approved State/local-wide central service CAP or to plans on file when submission is not required.

0. Direct Cost Base - Test the methods of allocating the costs to ascertain if they are in accordance with the applicable provisions of A-87 and produce an equitable distribution of costs.
1. Determine that the proposed base(s) includes all activities that benefit from the indirect costs being allocated.

1. If the direct cost base is not limited to direct salaries and wages, determine that distorting items are excluded from the base. Examples of distorting items include capital expenditures, flow-through funds (such as benefit payments), and subaward costs in excess of $25,000 per subaward.


1. Determine the appropriateness of the allocation base (e.g., salaries and wages, modified total direct costs).

0. Other Procedures
2. Examine the employee time report system results (where and if used) to ascertain if they are accurate, and are based on the actual effort devoted to the various functional and programmatic activities to which the salary and wage costs are charged. (Refer to A-87 (2 CFR 225), Attachment B, paragraph 8.h for additional information on support of salaries and wages.)
http://www.gpo.gov/fdsys/pkg/CFR-2012-title2-vol1/pdf/CFR-2012-title2-vol1-part225-appB.pdf pg. 5/15.

2. For an ICRP using the multiple allocation base method, test statistical data (e.g., square footage, audit hours, salaries and wages) to ascertain if the proposed allocation or rate bases are reasonable, updated as necessary, and do not contain any material omissions.

10. Testing of Charges Based Upon the ICRA - Perform the following procedures to test the application of charges to Federal awards based upon an ICRA:
1. Obtain and read the current ICRA and determine the terms in effect.

1. Select a sample of claims for reimbursement and verify that the rates used are in accordance with the rate agreement, that rates were applied to the appropriate bases, and that the amounts claimed were the product of applying the rate to the applicable base. Verify that the costs included in the base(s) are consistent with the costs that were included in the base year (e.g., if the allocation base is total direct costs, verify that current-year direct costs do not include costs items that were treated as indirect costs in the base year).


10. Other Procedures - No Negotiated ICRA
2. If an indirect cost rate has not been negotiated by a cognizant Federal agency, as required, the auditor should determine whether documentation exists to support the costs. Where the auditee has documentation, the suggested general audit procedures (direct and indirect costs under paragraph 4.b of this section) should be performed to determine the appropriateness of the indirect cost charges to awards.

2. If an indirect cost rate has not been negotiated by a cognizant agency, as required, and documentation to support the indirect costs does not exist, the auditor should question the costs based on a lack of supporting documentation.


	



B. 	Allowable Costs/Cost Principles

State/Local Department or Agency- Direct and Indirect
Compliance Audit Objectives & Suggested Audit Procedures -Compliance (Substantive Tests)

Compliance Audit Objectives- State Public Assistance Agency Costs - This may be applicable to public assistance programs at the local level

Determine whether the governmental unit complied with the provisions of A-87 (2 CFR 225) as follows:
a. Direct charges to Federal awards were for allowable costs.
b. Charges to cost pools allocated to Federal awards through the public assistance CAP were for allowable costs.
c. The approved public assistance CAP correctly describes the actual procedures used to identify, measure, and allocate costs to each of the programs operated by the State public assistance agency. However, the actual procedures or methods of allocating costs must be in accordance with the applicable cost principles, and produce an equitable and consistent distribution of costs.
d. Charges to Federal awards are in accordance with the approved public assistance CAP. This does not apply if the auditor first determines that the approved CAP is not in compliance with the applicable cost principles and/or produces an inequitable distribution of costs.
e. The employee time reporting systems are implemented and operated in accordance with the methodologies described in the approved public assistance CAP.

	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

The following procedures apply to direct charges to Federal awards as well as charges to cost pools that are allocated wholly or partially to Federal awards.
	

	
0. Since a significant amount of the costs in the public assistance CAP are allocated based on employee time reporting systems (e.g., effort certification, personnel activity report and/or random moment sampling), it is suggested that the auditor consider the risk when designing the nature, timing, and extent of compliance testing.


0. General Audit Procedures – The following procedures apply to direct charges to Federal awards as well as charges to cost pools that are allocated wholly or partially to Federal awards.
(1)	Test a sample of transactions for conformance with:
(a)	The criteria contained in the “Basic Guidelines” section of A-87 (2 CFR 225), Appendix A, paragraph C. 
(b)	The principles to establish allowability or unallowability of certain items of cost (A-87 (2 CFR 225), Appendix B).
(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.
d.	Special Audit Procedures for Public Assistance CAPs
(1)	Verify that the State public assistance agency is complying with the submission requirements, i.e., an amendment is promptly submitted when any of the events identified in 45 CFR section 95.509 occur.

(2)	Verify that public assistance CAP includes the required documentation in accordance with 45 CFR section 95.507.

(3)	Testing of the Public Assistance CAP – Test the methods of allocating the costs to ascertain if they are in accordance with the applicable provisions of the cost principles and produce an equitable distribution of costs.  Appropriate detailed tests may include:
(a)	Examine the results of the employee time reporting systems to ascertain if they are accurate, and are based on the actual effort devoted to the various functional and programmatic activities to which the salary and wage costs are charged.

(b)	Since the most significant cost pools in terms of dollars are usually allocated based upon the distribution of income maintenance and social services workers efforts identified through random moment time studies, determine whether the time studies are implemented and operated in accordance with the methodologies described in the approved public assistance CAP.  For example, verify the adequacy of the controls governing the conduct and evaluation of the study, determine that the sampled observations were properly selected and performed, the documentation of the observations was properly completed, and that the results of the study were correctly accumulated and applied.  Testing may include observing or interviewing staff who participate in the time studies to determine if they are correctly recording their activities.

(c)	Test statistical data (e.g., square footage, case counts, salaries and wages) to ascertain if the proposed allocation bases are reasonable, updated as necessary, and do not contain any material omissions.

(4)	Testing of Charges Based Upon the Public Assistance CAP – If the approved public assistance CAP is determined to be in compliance with the applicable cost principles and produces an equitable distribution of costs, verify that the methods of charging costs to Federal awards are in accordance with the approved CAP and the provisions of the approval documents issued by HHS.  Detailed compliance tests may include:
(a)	Verify that the cost allocation schedules, supporting documentation and allocation data are accurate and that the costs are allocated in compliance with the approved CAP.

(b)	Reconcile the allocation statistics of labor costs to completed employee time reporting documents (e.g., personnel activity reports or random moment sampling observation forms).

(c)	Reconcile the allocation statistics of non-labor costs to allocation data, (e.g., square footage or case counts).

(d)	Verify direct charges to supporting documents (e.g., purchase orders).

(e)	Reconcile the costs to the Federal claims.

	





B. 	Allowable Costs/Cost Principles

State Public Assistance Agency Costs
Compliance Audit Objectives & Suggested Audit Procedures -Compliance (Substantive Tests) 




	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________




B. 	Allowable Costs/Cost Principles
Audit Implications Summary 




Audit Objectives
1. Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in Part 6 of the Compliance Supplement,  Internal Control, (http://www.whitehouse.gov/sites/default/files/omb/circulars/a133_compliance/2013/pt6.pdf )
perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program .  Plan the testing of internal control to support a low assessed level of control risk for the compliance requirement and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at high and considering whether additional compliance tests and reporting are required because of ineffective internal control.
2. Determine whether for advance payments the recipient/subrecipient followed procedures to minimize the time elapsing between the transfer of funds from the U.S. Treasury, or pass-through entity, and their disbursement.
3. Determine whether the pass-through entity implemented procedures to ensure that advance payments to subrecipients conformed substantially to the same timing requirements that apply to the pass-through entity.
4. Determine whether interest earned on advances was reported/remitted as required.


	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):
	Link Reference

	
Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):


Description of evidence documenting the control was applied (i.e. sampling unit):


Here are some questions that can help in documenting the above control requirements
1. What control does the County have to limit cash draws from ODJFS to the minimum amount needed for actual, immediate requirements?

2. For County subrecipients (subgrantee), what control procedures were established to ensure the receipt of reports on subgrantees' cash balances and cash disbursements in sufficient time to enable the County to prepare complete and accurate cash transactions reports to the awarding agency?

	



	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	Note: The following procedures are intended to be applied to each program determined to be major. However, due to the nature of cash management and the system of cash management in place in a particular entity, it may be appropriate and more efficient to perform these procedures for all programs collectively rather than separately for each program.

Recipients Other than States and Subrecipients

1. For those programs which receives advances of Federal funds, ascertain the procedures established with the Federal agency or pass-through entity to minimize the time between the transfer of Federal funds and the disbursement of funds for program purposes.

Select a sample of Federal cash draws and verify that:

1. Established procedures to minimize the time elapsing between drawdown and disbursement were followed.

1. To the extent available, program income, rebates, refunds, and other income and receipts were disbursed before requesting additional cash payments as required by the A-102 Common Rule (§ ___.21) (codified in 45 CFR part 92).

Review records to determine if interest was earned on Federal cash draws. If so, review evidence to ascertain whether it was returned to the appropriate agency.
.


	




C. 	Cash Management
Suggested Audit Procedures -Compliance (Substantive Tests) 



	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



C. 	Cash Management
Audit Implications Summary 



G. Matching, Level of Effort, Earmarking
Audit Objectives
1. Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in Part 6 of the Compliance Supplement,  Internal Control, http://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a133_compliance/2013/pt6.pdf  ) perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program .  Plan the testing of internal control to support a low assessed level of control risk for the compliance requirement and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at high and considering whether additional compliance tests and reporting are required because of ineffective internal control.
2. Matching- Determine whether the minimum amount or percentage of contributions or matching funds was provided.
3.	Level of Effort – not applicable
4.	Earmarking – not applicable


	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):
	Link Reference

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):


Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):



	




F. Equipment and Real Property Management
Audit Implications Summary



	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	Matching

1. Perform tests to verify that the required matching contributions were met.

1. Ascertain the sources of matching contributions and perform tests to verify that they were from an allowable source.

1. Test transactions used to match for compliance with the allowable costs/cost principles requirement. This test may be performed in conjunction with the testing of the requirements related to allowable costs/cost principles.


	





G. Matching, Level of Effort, Earmarking
Audit Objectives and Control Procedures

G. Matching, Level of Effort, Earmarking
Suggested Audit Procedures - Compliance (Substantive Tests)




	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



G. Matching, Level of Effort, Earmarking
Audit Implications Summary 


Audit Objectives
1. Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in Part 6 of the Compliance Supplement,  Internal Control, (http://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a133_compliance/2013/pt6.pdf ) perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program .  Plan the testing of internal control to support a low assessed level of control risk for the compliance requirement and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at high and considering whether additional compliance tests and reporting are required because of ineffective internal control.
2. Determine whether Federal funds were obligated within the period of availability and obligations were liquidated within the required time period.


	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):
	Link Reference

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):


Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):


Here are some questions that can help in documenting the above control requirements

1. What procedures does the County JFS have in place to report expenditures within two years after the expense incurred?

2. What procedures does the County JFS have in place for coding adjustments submitted to ODJFS one quarter prior to the end of the two-year period?

	





G. Matching, Level of Effort, Earmarking
Audit Objectives and Control Procedures

H. Period of Availability of Federal Funds
Audit Objectives and Control Procedures 




	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	1. Review the award documents and regulations pertaining to the program and determine any award-specific requirements related to the period of availability and document the availability period.

Test transactions charged to the Federal award after the end of the period of availability to verify that the:

2. underlying obligations occurred within the period of availability, and

2. liquidation (payment) was made within the allowed time period.

Test transactions that were recorded during the period of availability and verify that the underlying obligations occurred within the period of availability.

Test adjustments (i.e., manual journal entries) to the Federal funds and verify that these adjustments were for transactions that occurred during the period of availability.

As long as the auditor obtains sufficient, appropriate evidence to meet the period of availability audit objectives, the auditor may test period of availability using the same test items used to test other types of compliance requirements (e.g., activities allowed or unallowed or allowable costs/cost principles). However, if this approach is used, the auditor should exercise care in designing the sample to ensure that sample items are suitable for testing the stated objectives of compliance requirements covered by the sample.
	





H. Period of Availability of Federal Funds
Suggested Audit Procedures - Compliance (Substantive Tests) 




	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________





H. Period of Availability of Federal Funds
Audit Implications Summary 


Audit Objectives
1. Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in Part 6 of the Compliance Supplement,  Internal Control, (http://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a133_compliance/2013/pt6.pdf  ) perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program .  Plan the testing of internal control to support a low assessed level of control risk for the compliance requirement and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at high and considering whether additional compliance tests and reporting are required because of ineffective internal control.
2. Determine whether required reports for Federal awards include all activity of the reporting period, are supported by applicable accounting or performance records, and are fairly presented in accordance with governing requirements.



	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):
	Link Reference

	
For the ODJFS 2827 / CR 520 report and the Over/Under Report:

Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):


Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):


	





L. Reporting
Audit Objectives and Control Procedures
 



	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	ODJFS 02827:

Based on the results of the test of controls, select the quarterly ODJFS 2827/ CR 520  reports and perform the following:

ODJFS 02827:

1. Based on the results of the test of controls, select the quarterly ODJFS 2827/ CR 520  reports and perform the following:
	Review each report CR 520 (2827) to determine if:
· All amounts reported are traceable to appropriate supporting documentation and appear to be code properly.
· All amounts reported agree to the Quarterly CFIS reconciliation from ODJFS.
· All amounts reported agree to the County Auditors records.

Form 2827/CR 520 was signed by County Auditor and Director and submitted to ODJFS no later than the tenth calendar day of the second month following the quarter the report represents

Other

1.  Determine if the County JFS reviewed the grant reconciliation (over / under) report and responded to ODJFS.

2.  Obtain written representation from management that the reports provided to the auditor are true copies of the reports submitted or electronically transmitted to the Federal awarding agency or pass-through entity in the case of a subrecipient.

	





L. Reporting
Suggested Audit Procedures -Compliance
(Substantive Tests) 


	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________




L. Reporting
Audit Implications Summary



Audit Objectives
1. Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in Part 6 of the Compliance Supplement,  Internal Control, (http://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a133_compliance/2013/pt6.pdf  ) perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program .  Plan the testing of internal control to support a low assessed level of control risk for the compliance requirement and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at high and considering whether additional compliance tests and reporting are required because of ineffective internal control.
2. For non-ARRA first-tier subawards made on or after October 1, 2010, determine whether the pass-through entity had the subrecipient provide a valid DUNS number before issuing the subaward.
3. Determine whether the pass-through entity properly identified Federal award information and compliance requirements to the subrecipient, and approved only allowable activities in the subaward documents.
4. Determine whether the pass-through entity monitored subrecipient activities to provide reasonable assurance that the subrecipient administers Federal awards in compliance with Federal requirements and achieves performance goals.
5. Determine whether the pass-through entity ensured required audits are performed, issued a management decision on audit findings within six months after receipt of the subrecipient's audit report, and ensured that the subrecipient took timely and appropriate corrective action on all audit findings.
6. Determine whether in cases of continued inability or unwillingness of a subrecipient to have the required audits, the pass-through entity took appropriate action using sanctions.
7. Determine whether the pass-through entity evaluated the impact of subrecipient activities on the pass-through entity.
8. Determine whether the pass-through entity identified in the SEFA the total amount provided to subrecipients from each Federal program.
9. If for-profit subawards are material, determine the adequacy of the pass-through entity's monitoring procedures for those subawards.



	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):
	Link Reference

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):


Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):


Here are considerations that can help in documenting the above control requirements
1. Does the County have procedures in place to perform an annual risk assessment review, considering the following:
· Extent and frequency of the review;
· Type of subrecipient organization;
· Subrecipient’s prior experience;
· Subrecipient’s prior monitoring results;
· Complexity of the program requirements;
· Subrecipient’s organizational stability; and
· Subrecipient’s reporting history

2. Are there risk assessment review mechanisms to identify the following:
· When unallowable activities or costs could be charged to a federal program and be undetected or misappropriated, or improper disposition of property acquired with federal funds;
· Changes to eligibility determination systems;
· Accuracy of underlying report source data and the validity of the reports;
· Level of management commitment and understanding of federal requirements and regulatory changes; and
· Various internal changes that may affect performance such as financial problems, loss of personnel and rapid growth.

.

The ODJFS Guided Self-Assessment (GSA) requests County JFS offices to provide controls over subrecipient monitoring.  Auditors should review the information provided by the County JFS for this assessment to help gain an understanding of the procedures in place.
	




M. Subrecipient Monitoring
Audit Objectives and Control Procedures



Medicaid, CFDA 93.775 / 93.777 / 93.778                                                                  Testing File: Page 46 of 46

	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	Note:  The auditor may consider coordinating the tests related to subrecipients performed as part of Cash management (tests of cash reports submitted by subrecipients), Eligibility (tests that subawards were made only to eligible subrecipients), and Procurement (tests ensuring that a subrecipients is not suspended or debarred) with the testing of Subrecipient Monitoring.)

1) Gain an understanding of the pass-through entity’s (County’s) subrecipient procedures through a review of the pass-through entity’s subrecipient monitoring policies and procedures (e.g., annual monitoring plan) and discussions with staff.  This should include an understanding of the scope, frequency, and timeliness of monitoring activities and the number, size, and complexity of awards to subrecipients.

2) Test award documents and agreements to ascertain if:  (a) at the time of award the pass-through entity made subrecipients aware of the award information (i.e., CFDA title and number; award name and number; if the award is research and development; and name of Federal awarding agency) and requirements imposed by laws, regulations, and the provisions of contract or grant agreements; and (b) the activities approved in the award documents were allowable.

Note: The award document per ODJFS is the subgrant award agreement.  Per OAC 5101:9-1-88, for each grant award passed through to a subrecipient, there will be a subgrant agreement and this subgrant agreement should be considered as an important tool for monitoring subrecipient activities.  This subgrant agreement is the means by which a grant award of federal financial assistance is issued to a subrecipient.  They generally identify a federal award to a subrecipient that includes a CFDA #, a program name, an award year, the federal awards entity, and the program services and requirements.  A subgrant agreement may contain identifying information for multiple grant awards being passed through to the same subrecipient.

3) Review the County’s documentation of during-the-award monitoring to ascertain if the pass-through entity’s monitoring provided reasonable assurance that subrecipients used Federal awards for authorized purposes, complied with laws, regulations, and the provisions of contracts and grant agreements, and achieved performance goals.

4)   Review the County’s follow-up to the subrecipient’s improvement plan on deficiencies noted during the annual risk assessment review.  Subrecipient’s must submit an improvement plan within 60 days from issuance of the findings.  

5)   Verify that the County:

a) Ensured that the required subrecipient audits were completed.  For subrecipients that are not required to submit a copy of the reporting package to a pass-through entity because there were “no audit findings” (i.e., because the schedule of findings and questioned costs did not disclose audit findings relating to the Federal awards that the pass-through entity provided and the summary schedule of prior audit findings did not report the status of audit findings relating to Federal awards that the pass-through entity provided, as prescribed in OMB Circular A-133 §___.320(e)), the pass-through entity may use the information in the Federal Audit Clearinghouse (FAC) database (available on the Internet at https://harvester.census.gov/facweb/Default.aspx ) as evidence to verify that the subrecipient had “no audit findings” and that the required audit was performed.  This FAC verification would be in lieu of reviewing submissions by the subrecipient to the pass-through entity when there are no audit findings.

b) Issued management decisions on audit findings within 6 months after receipt of the subrecipient’s audit report.

c) Ensured that subrecipients took appropriate and timely corrective action on all audit findings.

6)   Verify that in cases of continued inability or unwillingness of a subrecipient to have the required audits or follow up on the risk assessment review, the pass-through entity took appropriate action.  As noted in the OAC section above, failure to submit and implement an improvement plan will constitute grounds for contract or subaward agreement termination.

7)   Verify that the effects of subrecipient noncompliance are properly reflected in the pass-through entity’s records.

8)   Verify that the pass-through entity monitored the activities of subrecipients not subject to OMB Circular A-133, using techniques such as those discussed in the “Compliance Requirements” provisions of this section with the exception that these subrecipients are not required to have audits under OMB Circular A-133 and the OAC section noted above. 
9)   Determine if the pass-through entity has procedures that allow it to identify the total  amount provided to subrecipients from each Federal program.

	



M. Subrecipient Monitoring
Suggested Audit Procedures -Compliance (Substantive Tests)





	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



M. Subrecipient Monitoring
Audit Implications Summary




Audit Objectives
1. Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in Part 6 of the Compliance Supplement,  Internal Control, (http://www.whitehouse.gov/sites/default/files/omb/assets/OMB/circulars/a133_compliance/2013/pt6.pdf  ) perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program .  Plan the testing of internal control to support a low assessed level of control risk for the compliance requirement and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at high and considering whether additional compliance tests and reporting are required because of ineffective internal control.
2. To determine if the County has completed the LPMD (Healthchek Services Implementation Plan) and performing the activities reported in the LPMD (Healthchek Services Implementation Plan).



	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):
	Link Reference

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):


Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):


Here are considerations that can help in documenting the above control requirements
· What procedures does the County have in place over LPMD’s?

· What procedures does the County have in place to follow when changes occur (new staff, director, Managed Care Plan changes, etc) to insure LPMD updated thus making sure kids are accessing services intended.

· What controls does the County JFS have to track County training/attendance of staff to keep abreast of changes/requirements?

	





N. Special Tests and Provisions
Local Program Management Description
(Healthchek Services Implementation Plan)
Audit Objectives and Control Procedures





	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):
	Link Reference

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	

	1. Determine if the County JFS is sharing JFS 3528 or screen print of CRIS-E screen AEIHC for EPSDT and PRS documentation with Managed Care Plans documentation.  

1. Determine if the County is keeping record of training/attendance of staff to keep abreast of changes/requirements.

1. If the provider determined there is a high risk pregnancy and filed a JFS 3535, determine if the County JFS followed up with the recipient for such services. Documentation on informing (as specified in their plan – letters, tickler files, referrals, making appointments, case notes, assistance with other social services).

	


N. Special Tests and Provisions
Local Program Management Description
Suggested Audit Procedures -Compliance (Substantive Tests)



	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



N. Special Tests and Provisions
Local Program Management Description
Audit Implications Summary



 
We have performed procedures sufficient to provide reasonable assurance for federal award program compliance requirements (to support our opinions). The procedures performed, relevant evidence obtained, and our conclusions are adequately documented. (If you are unable to conclude, prepare a memo documenting your reason and the implications for the engagement, including the audit reports.)	

	Conclusion

	The opinion on this major program should be:
	

	Unmodified:
	

	Qualified (describe):
	

	Adverse (describe):
	

	Disclaimer (describe):
	



The following are required to be reported under A-133 (see OMB Circular A-133 §:.510):
· Significant deficiencies and material weaknesses in internal control over major programs
· Material noncompliance with the laws, regulations, and provisions of contracts and grant agreements related to major programs
· Known questioned costs greater than $10,000 for major and non-major (and, for major programs, known questioned costs when likely questioned costs are greater than $10,000)
· Other types of findings (e.g., fraud)

	Cross-reference to internal control matters (significant deficiencies or material weaknesses), if any, documented in the FACCR:

	





	Cross-reference to questioned costs and matter of noncompliance, if any, documented in this FACCR:

	





The matrix in Exhibit 13-1 of the AICPA Audit Guide, Government Auditing Standards and Circular A-133 Audits, shows that a matter must meet the following in order to be communicated in the management letter: 
1. If fraud, illegal act, violation of contract or grant agreement, it must be inconsequential (regardless of whether the act related to a federal program or not) 

1. If a violation of contract or grant agreement, it must be inconsequential (regardless of whether the act related to a federal program or not)

	Cross-reference to any Management Letter items and explain why not included in the A-133 Report:
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Compliance requirements marked n/a by the OMB typically do not apply to the programs, usually the impact is considered immaterial .  However if specific information comes to your attention (e.g. during the normal review 

of the grant agreement or discussions with management) that provides evidence that the compliance requirement could have a material effect on a major program, you would be expected to test the requirement.  This 

circumstance should arise infrequently, if a requirement is deemed material contact the CFAE.  One example that could potentially impact  Medicaid and Chip is equipment.  Equipement is an allowable indirect cost.  If 

equipement costs are deemed material in the course of testing, section F would need to be brought back in and tested.


Microsoft_Excel_Worksheet1.xlsx
Sheet1

		Planning Federal Materiality by Compliance Requirement

								(1)		(2)		(6)		(6)		(3)				(4)		(5)		(5)		(6)

		Compliance Requirement						Applicable per Compliance Supplement		Direct & material to program / entity		Monetary or nonmonetary		If monetary, population subject to requirement		Inherent risk (IR) assessment				Final control risk (CR) assessment		Detection risk of noncompliance		Overall audit risk of noncompliance		Federal materiality by compliance requirement



																		Working paper

																		reference

								(Yes or No)		(Yes or No)		(M/N)		(Dollars)		(High/Low)		of IR assessment		(High/Low)		(High/Low)		(High/Low)		typically 5% of population subject to requirement

		A.				Activities Allowed or Unallowed		Yes				M														5%

		B.				Allowable Costs/Cost Principles		Yes				M														5%

		C.				Cash Management		Yes				N														5%

		D.				Davis-Bacon Act		N/A- per OMB				N														5%

		E.				Eligibility		N/A- tested at state region				M/N														5%

		F.				Equipment & Real Property Mgmt		N/A- per OMB				M														5%

		G.				Matching, Level of Effort, Earmark		Yes				M														5%

		H.				Period of Availability 		Yes				M														5%

		I.				Procurement & Sus. & Debarment		N/A - per OMB				N														5%

		J.				Program Income		N/A - per OMB				M														5%

		K.				Real Property Acq. & Rel. Asst.		N/A - per OMB				M														5%

		L.				Reporting		Yes				N														5%

		M.				Subrecipient Monitoring		Yes				N														5%

		N.				Special Tests & Provisions 
(Provide an assessment for each) 		Yes																		5%



						Compliance requirements marked n/a by the OMB typically do not apply to the programs, usually the impact is considered immaterial .  However if specific information comes to your attention (e.g. during the normal review of the grant agreement or discussions with management) that provides evidence that the compliance requirement could have a material effect on a major program, you would be expected to test the requirement.  This circumstance should arise infrequently, if a requirement is deemed material contact the CFAE.  One example that could potentially impact  Medicaid and Chip is equipment.  Equipement is an allowable indirect cost.  If equipement costs are deemed material in the course of testing, section F would need to be brought back in and tested.









		(3)				Refer to the AICPA Audit Guide Government Auditing Standards and Circular A-133 Audits, chapter 10, "Compliance Auditing Applicable to Major Programs," for considerations relating to assessing inherent risk of noncompliance for each direct and material type of compliance requirement. The auditor is expected to document the inherent risk assessment for each direct and material compliance requirement.





		(4)				Refer to the AICPA Audit Guide Government Auditing Standards and Circular A-133 Audits, chapter 9, "Internal Control Over Compliance for Major Programs," for considerations relating to assessing control risk of noncompliance for each direct and material types of compliance requirement. To determine the control risk assessment, the auditor is to document the five internal control components of the Committee of Sponsoring Organizations of the Treadway Commission (COSO) (that is, control environment, risk assessment, control activities, information and communication, and monitoring) for each direct and material type of compliance requirement. Keep in mind that the auditor is expected to perform procedures to obtain an understanding of internal control over compliance for federal programs that is sufficient to plan the audit to support a low assessed level of control risk. If internal control over compliance for a type of compliance requirement is likely to be ineffective in preventing or detecting noncompliance, then the auditor is not required to plan and perform tests of internal control over compliance. Rather, the auditor must assess control risk at maximum, determine whether additional compliance tests are required, and report a significant deficiency (or material weakness) as part of the audit findings.  The control risk assessment is based upon the auditor's understanding of controls, which would be documented outside of this template. Auditors may use the practice aid, Controls Overview Document, to support their control assessment.  The Controls Overview Document assists the auditor in documenting the elements of COSO, identifying key controls, testing of those controls, and concluding on control risk. The practice aid is available in either a checklist or narrative format. 




		(5)				Audit risk of noncompliance is defined in Statement on Auditing Standards No. 117, Compliance Audits (AICPA, Professional Standards, vol. 1, AU sec. 801), as the risk that the auditor expresses an inappropriate opinion on the entity's compliance when material noncompliance exists. Audit risk of noncompliance is a function of the risks of material noncompliance and detection risk of noncompliance.    




		(6)				AU 801 / AU-C 935.13 & .A7 require auditors to establish and document two materiality levels:  (1)  a materiality level for the program as a whole.  The column above documents quantitative materiality at the PROGRAM LEVEL for each major program; and (2) a second materiality level for the each of the applicable 14 compliance requirement listed in A-133 § .320(b)(2)(xii).  

Note:  
a. If the compliance requirement is of a monetary nature, and  
b. The requirement applies to the total population of program expenditure,
Then the compliance materiality amount for the program also equals materiality for the requirement.  For example, the population for allowable costs and cost principles will usually equal the total Federal expenditures for the major program as a whole.  Conversely, the population for some monetary compliance requirements may be less than the total Federal expenditures .  Auditors must carefully determine the population subject to the compliance  requirement to properly assess Federal materiality.  Auditors should also consider the qualitative aspects of materiality. For example, in some cases, noncompliance and internal control deficiencies that might otherwise be immaterial could be significant to the major program because they involve fraud, abuse, or illegal acts.  Auditors should document PROGRAM LEVEL materiality in the Record of Single Audit Risk (RSAR).  
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