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CASH MANAGEMENT

CompliaJlu Rlquinm,nts
Recipient fInancial management systems shaH include proce~

duteS to minimize the time elapsed between the transfer of funds
from the U.S. Depanment of the TreasW)' and the disbursement
of funds by .he grantee.

Advances made by primary recipients to subrecipients shall
confonn substantially to the same standards ofdming and amount
as apply 10 advances by federal agencies to primary recipient
organiz.ations.

.• Recipients shall maintain advances of federal funds in
interest bearing accounts. Interest earned on federal ad·
vances deposited in such accounts shall be remitted promptly.
but at least quarterly, to the federal agencies thaI provided
the funds. Interest amounts up to 5100 per year may be
retained by the recipient for administrative expense (OMB
Circular A·I 10, Attachment 1. 8(a». However. some non·
profit institutions may be instrumentalities of a state and
covered by the provisions aCthe Cash ManagemenlImprove~

ment Act of 1990 (Public Law 101-453).

S"gg~!ltd Audit Proctdur~$
Review the recipient's cash forecasting process and evaluate

for adequacy. (Note: For purposes of this supplement, adequacy
can be interpreted as providing a reasonable ilSsurance that the

system or procedures. iffollowed.. will result in the intended event
or action occurring.)

Review the recipient's system for requesting federal funds and
evaluate whether it is adequate to keep federal cash disbursements
limited !O the organization's immediate needs.

For selected gram progr.uM. determine dates and amounts for
selected advances. drawdowos and other Tef..eipts of federal funds
and compare to the dates the funds were disbursed and/or checks
were presented to the banks for payment.

For the same programs. evaluate the size of the balances in
relation. to the program's needs.

Review the recipient's system for monitoring advances and
payment requests by secondary recipients. Evaluate whether the
system is sufficient to limit payments to amounts needed to meet
immediate cash requirements..

• Review selected cash reportS submitted by subrecipients and
determine if the repom show large amounts of excess cash.
If they do. ascertain why.

.' Review the reCipient's system for maintaining federal funds
in interest bearing accoonts. calculating the interest earned
on these funds. and remitting the interest promptly.

\

FEDERAL FINANCIAL REPORTS

Comp/.ia.nct Rtquinmtnls
Most federal programs require the periodic submission of

financial reports. The special requirements for each gram program
are presented in the Reporting Requirements (ill-D) section for
the program. The suggested audit procedures are provided below
(0 facilitate the requirement for the audilOr to comment on com~

pleteness and accuracy rOMB Circular A·ll0. and Treasury
Circular 1075. "WithdrawaJ of Cash from the Treasury for Ad~
vances under Federal Grant and Other Programs"}.

1. OMB Circular A~110 lists four required financial reportS
that apply to most of the programs described in this supplement.

• Financial Status Repons (SF·269 -and SF.269A)-Repon
status of funds for ail nonconsrruction programs.

• Request for Advanceor Reimbu~ment(SF-270)-Requests
funds for noncon:muction programs when advance letter of
credit or predetermined advance paymentS are not used.

• Outlay Repon and Request for Reimbursement for Construe·
tion Programs (SF·271)- Requests reimbursements and
reports statUS of funds for eonsrruc:tion programs.

• Federal Cash Transactioos (SF-272 and SF·272A)-Repons
cash transactions and balances for grantees receiving ad­
vances or reimbursement by Treasury checks.

2. Cenain federal agencies have received OMB approval 10

adapt the above reports or require other financial n:ports to meet
their panicuJar program needs.

Suggtsttd Audit Proctdurn

• Verify on a test basis that reportS on file were actually
submitted to the federal agency.

• Review the procedures for preparing the federal financial
reportS and evaluate for adequacy.

• Sample federal financial reports for each majorand/ormalerial
program and review for completeness of submission.

• Trace data to the supporting documentation. i.e.• worhheets.
ledgers. etc.

• Review adjusunents rm.de to the general ledger amounts
in the report affecting federal programs and evaluate for
propriety.

ALLOWABLE COSTS/COST PRINCIPLES

Campli4nce Rtquir~mtnl (Direct and Indirect Costs)
The costS of a federally supported program are comprised of

the allowable direct costs of the program plus its allowable
indirect costs. less applicable credits. Federal cost principles are
designed 10 provide that federal programs bear their fair share of
recognized costs as determined by applicable C:OSt principles. No
provisions for profit or other increment above cost is intended.

OMB Circulars No. A·21. "Cost Principles for Educational
Instirutions." and Circular A·122.. "'Cost Principles for Nonprofit
Organiz.ations,H and other prindples issued by federal granting
agencies, such as the Depanment of Health and Human Services
(HHS) ~5 eFR 74 Appendix E, "Principles for Determining Cost
Applicable to Research and Development Under Grants ;md
COntnC:ls with Hospitals," establish principles and standards for
determining costs applkable 10 grants. conrracts. and olher agree­
ments with colle2es and universities, nonprofit or2anizations. and
hospilals. respeciively. A COSt is alJo\lo·abie for federal reimburse­
ment only 10 the eAtent of benefits received by federal programs.

and COSts must meet the basic guidelines of allowability, reason­
ableness. and aUocabiHry and be the net of all appJicable credits.

OMB's grants mana2ement circulars an: issued under the
authoriry of the Budget a~dAccounting Act of 192 t. as amended.:
the Budget and Ac:countinli! Procedures Ac:t of 1950. as amended.:
Reorganization Plan No.2-of 1970; and. EJ:ecutive Order 11541.
The HHS hospital cost principles are issued under the authoritY
of 5 U.S.C. 30!.

The auditor .is resoonsible for auditinli! direc:t and indirect
COSts. The sugg.ested procedures for aUditi~g direct COStS appli~
cable to aU programs are presented in the following paragraphs.
This avoids haVing to list these audit procedures for each indi·
vidual prog.ram. The suggested Judit procedures for auditing
direc:t costs applicable 10 each specific: program are inCluded in
pans 3 and 4 of this compliance supplement. The suggested audit
procedures for auditinl! indirect costs Jre included as a £eneral
requirement in this pan of this compliance supplement. -
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SuCguud Audit Prr>c<druu Winct aM llldinct Com)
The following 3Uggested audit procedure3 should be devcJ.

oped in conjunction with the audit tests of ind.irect costs and direct
costs (or major and individual programs.

• For tnJlS.ICtions selected by the auditor which involve federal
fund!. determine whether the COSts meet the criteria geneT"
ally coowned in the "Basic Considerations" section of the
various applicable COSt principles., i.e•• that the cost is:

(I) Necessary and reasonable for the performance and admin..
istntion afme federal program and allocable thereto under
the provisions of the cost principles.

(2) Authorized or not prohibited under state or local laws or
regulations and approved by the awarding ageney, if ap­
propriate. Certain costs require specific approval by the
grantor agency while some COSI$ are not aJlowed as set
fonh in the section of the applicable COSt principles dealing
with ·Selected Items of Costs."

(3) In confonnancewith any limitations or exclusions set forth
in the appliC3ble cost principles. or limitations in the
program agreement or specific requirements in the pro·
gram regulations.

(4) Given consistent treatment with policies. regulations. and
procedures applied unifonnly to federal and non· federal
activities of the recipient organization.

(5) Given consistent accounting treatment within and between
accounting periods and not alIocable to. or included as a
direct cost of, a federal program if the same or similar costS
are allocated to the federal program as an indirect cost.

(6) Delennine in accordance with generaUy accepted account­
ing principles or other comprehensive basis of accounting.

(7) Not included as a cost or used to meet COSt sharing require­
ments of other federally supponed activity of the current .
or a prior period. .

(8) Net of all applicabJecredirs., e.g., volume or cash discounts,
refunds, rental income, trade-ins. scrap sales. direct bill·
ings (in the case of indirect COSt). etc.

(9) Supponed by underlying documeiltation. e.g.• time and
anendance payroll records. personnel activiry reports pr
other time and effort records for employees charged. to
federal awards or to more than one activiry. approved
purchase orders. receiving reportS. vendor invoices. can­
celed chet:Xs. etc.• as appropriate. and correctly charged as
to account. amount. and period.

Compliance Rtquiremuu (Indirect Costs Onl,)
In order to receive reimbursement for indirect COSts. recipients

must prepare indirect co.st rate proPosals that provide the basis for
allocating indirect COStS to federal programs. Each recipient must
submit its proposal 10 the federal government for negotiation of
an indirect COSt rate. Circulars A·88 and A·lll provide for
cognizance systems whereby one federal agency is designated as
the cognizant agency to deal with a college. University or non­
profit organization on behalf of the entire federal government and
negotiate indirect cost and other fates which are used by all other
federal agencies in dealing with that recipient organization. In
most cases. therefore. proposals are submitted to an appropriate

> cognizant agency.
Propos-als are usually prepared on a prospective basis using

actual financial data from a prior period or budgeted data for
the curren! year. When the actual costs for the year are deter­
mined. the difference belween the originally proposed costs and
the actual CostS are eilher carried forward 10 a subsequent
period's rate or adjusted wilh the granting federal agency on
a retroactive basis. In C:lses where predetermined rates are
determined and approved by the cognizant federal agency,
subsequent adjustments are not made wilh the exception of

'11171

eliminating any unallowable costs. Audit procedures must be
tailored ao:ofding to the type of raLe and size and type of orga­
nization being reviewed. If unallowable costs are found. cost
recoveries and adjusonents should be made in accordance with
the provisions of the applicable cost principles•

SUKguttd Audit proceduns (General)

• Determine whether indirect costs are charged to federal
awards. If not. the rest of this section docs not apply. If
such costS are charged. the following guidelines should
be followed.

• Obtain and read the current negotiation agreement as well
as any agreements.. conditions or understandings related
thereto and detennine the types of rates and procedures
required.

• Select a sample of claims for reimbursement submitted to
the federal agency and detcnnine if the amountS charged and
rates used are in accordance with the agreements and if rates
.,. being properly applied to the appropriate ba.sc.

• Detennine whether the rates used or amounts charged are
final or predetermined or are still opcn to adjustment or
revision. eitherimmediately eras a carry forward adjusunem
in a future period. If final. the results of the audit work should
be reflected.. if appropriate. in recommendations for future
procedural improvementS. However. if the tinal or predeter­
mined rates include unallowable costs. they should De iden­
tified and reponed along with the estimated federal share of
the ~OSts.

• Detennine whether COSts or types of COSts. chargeable di·
rectJy to federal awards or any other direct activity (includ­
ing any costs required for matching or cost charging) have
been eliminated from the pool of indirect costs and included
in the allocation or rate base.

• Derennine whether the established procedures to identify
and eliminate unallowable costs are comprehensive and
applied in a consistent manner. Verify that the results of
these procedures are incorporated into the indirect cost
proposal submitted to the cognizant agency.

• Review on a [est basis supporting documentation to deter­
mine whether:

-The indirect costpools contain only items that are consistent
with the applicable cost principles and negotiated agree­
ments. This part of the review should be aimed at detennin·
ing whether the indirect cost pools contain any unallowable
costs as defined by the cost principles (e.g.• entertainment.
lobbying;. etc.),

-The methods of allocating the CaSts are in accordance with
the provisions of the· appropriate cost principles. other
applicable regulations. and negotiated agreements and pro­
duce an equitable distribution of COSls.

-StatistiC31 data (e.g .• square footage. population or full·time
equivalents. salaries and wages) in the proposed allocation
bases are current. reasonable. updated as necessary. and do
not contain any material omissions.

-Personnel activity reportS, time and dfon reportS. or other
methods used to allocate salary and wage costs are math­
ematically and Statistically accurate. are implemented 3S
approved. and are based on the aCtual effort devoted to the
various functional and programmatic activities to which the
salary and wage costS are charged.

-Special costs analysis studies (such as library studies or
energy studies) are mathematicallY and statisticallv accu­
rate. are factually based 10 the ext~nt possible. use ~eason­
able and supportable asumplions. produc~ reasonable re-
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DRUG-FREE WORKPLACE ACT

suits, wd. if appropri~te. agree with any prior agreements
with. or conditions p~ced by. the cognizant agency con·
ceming such studies.

- The data can be reconciled to the most recently issued
nr.ulcial sWl:menl3.. Investigate signifiC2nt recorn;iling items.

AdditioMl Suggtrud Audit PrtH:tdu.rrs.:.....othtr Typts of Raus
OrganiWions frequently 1C1 as self·insurers or provide some

!)"peS of services for direct activities from =traJized service
deparnnents on acharge for use basis. In addition, they frequently
charge fringe benefits to all activities by means of a fringe benefit
rate applied to the salary and wage COSts inC"U.tTed in those activi·
ties. The cognizant negotiators, while responsible for such rate
acrivitid, mayor may not actually negotiate and publish the rates
themselves. but merely negotiate the rate setting methodologies
andlor resolve any problems which :uise.

• \¥hen such practices exist determine. whether.

- The rate bll$CS include all users and all are treated in a
consistent lIUI1lJlet.

_ Billing I"3tes (or charges) have been adjusted to eliminate
profits and unallowable costs.

CompiUlnct Requirtnun.ts

• All recipients receiving grants. including cooperative agree­
ments. from any federal agency must certify that they will
provide a drug·free workplace.. or. in the case of a grantee
who is an individual. certify to the agency that his or her
conduct of gnDt activity will be drug-free. Making the
required certification has been a precondition of receiving
a grant from a federal agency since March 18. 1989. Every
recipient is required to make this cutification for each grant.

• The recipient certifies that it will provide a drug-free work­
place by:

(a) PIlblishing a policy statement notifying employees that the
unlawful manufacture. distribution, dispensing, posses­
sion or use of a controlled substance is prohibited in the
glUlt~'S workplace and spec;.fy,ing the actions that will
be taken against employees for violation of sucb prohibi.
tion.

(b) Establishing an on·going drug-free awareness program to
infonn employees about:

(l) The dangers of drug abuse in the workplace.

(2) The grantee's policy of maintaining a drug.f~ work­
place.

(3) Any available drug counseling, rehabilitation. and
employee a..s.sistan~ programs.

(4) The pe n!.l ties that maybe imposed upon employees for
drug abuse violations occurring in the workplace.

(c) Making it a requirement~ each employee to be engaged
in the petfonnancc of the grant be given a copy of the
statement required by paragraph (a).

Cd) Notifying the employee in the statement required by
paragraph (a) that as a condition of employment under the
grant the employee will:

(I) Abide by the lerolS of the sutement.

(2) Notify the employer in writing of any criminal drug
statute conviction for a violation occurring in a
workplace nO later than five caJendardays after such
conviction.

- The methods used to adjust for accumulaled over/under
recoveries distributed them in rusonable proportion to the
same users as were originally billed for the savices which
created the accumulation.

- Any retained or une~pendedearning (including reserves)
are present ;wd. if ~. determine: (2.) if they have been
computed in accordance with the applicable cost prin­
c:iples. (b) if they ate ex=sive in amount. and (c) whether
a refund has been made to the feden.! government for its
fair share JJfany amounts thereof which have been removed
(transferred out) or borrowed from the fund.

- Fringe benefit allocations. charges. or rateS deal fairly with
differing levels. if any. of benefits provided to different
c~of employees and whether the pool of frio ge benefit
costs has been reduced for Uly refunds or rebates received.

- Independent aewarial studieS' appropriate for self-insur­
ance programs and ce:ui.n types of fringe benetit programs
are performed. and. if ~. are kept current. reflect acmal
conditions, and use re3SOoable actuarial assumptions.

(e)"Notifying the agency in writing within ten calendar days
after receiving notice under subparagraph (d) (2) from an

.employee or otherwise receiving actual notice of such
conviction.

(f) Taking one of the following actions. within 30 calendar
days of receiving notice under subpatgraph (d) (2), with
respect to any employee who is so convicteQ--

(1) Taking appropriate personnel action against such an
employee. up to and including termination; or

(2) Requiring such employee to participate satisfactorily
in a dru g abuse assistance or, rehabilitation program
approved for such purposes by a feden!. state. or local
health. law enfOrcemCllt. or other appropriate agency.

[Public Law 1OQ.-Q90Tide V,Subtitle D,41 U.S.C. 701 u uq.]

Sug:rst~dAudit Pr(Jutbtn

• Determine through disCussions with employees and written
communications to employees whether the grantee has taken
action to provide a copy of the policy swement to each
employee engaged in the performance of a grant.

• Ascertain whether the sutement contains all the necessary
notifications.

• Determine whether the n:-port made to ferleral grantor
agencies 00 convictions of employees is rued and complete.

• Test a sample of fUes of convicted emplovees and determine
whether the report made 10 federal ~tor agencies on
convictions was reponed within 10 calendar days after the
employer received any notice of an employee's conviction.

• Ascertain whether the grantee lOOk: the required personnel
or treannent referral action within 3D calendar days a.ftcr
receiving notice of au employee conviction.
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ADMlNISTRATlVE REQ UIREMENTS

Federal assistance programs are subject to the provisions of
Ci.rcu1ar A·II O. "Uniform AdministrUive Requirements forGrants
and Coop¢l'2tive Agreements with Institutions of Higher Educa­
tion. Hospitals and Other Nonprofit Orga.ni.utions."

Three administrative requirements. rmanciaJ reponing. cost
principles. and cash management principles. are covered elsewhere
in this pan of the Compliance SupplemenL The auditor should also
consider those common agency administrative requirements listed
below from Circul2t A·IIO. The scope aCthe audit work performed
for these requirements will depend on the amount of testing
perfonned incoMecUon with individual programs and whether the
requirement is material '0 federal programs.

Interest earned on advances

Period of availability of funds'

Program income,

Real property

Equipment

Supplies

Subawards to debarred and suspended panies l

Procurement

Subawards1

Revolving fund repayments

(See procedures under the foHowing compliance requirements.)

CQmpli4nce RequiremenJ
Program income consists of earnings from federally supponed

activities. i.e.• income from service fees. sale of commodities.
usage or rental fees. and royalties 00 patents and copyrights.
Program income may be used in one of three ways: as a general
rule. program income must be used as a deduction from IOtal
project cOSts. If pennitted by the terms of awards., such income
may be used instead to funher eligible program objectives. or
finance tbe nonfederal share of tbe project. The auditor should
refer to the agreement to determine which option applies. Program
income excludes interest earned on advances.

The institution must have procedures to ensure proper accouht~
ability for program income (Circular .0.·110. Att:lchment D).

Suggested Audit Procedures

• Determine whether systems and procedures are in place for
the identification and assignment of program income to
assume appropriate use in accordance with the termS of

'Will be: included in the revis~d circular.

awards.

• Test selected items to determine whether program income
was properly accounted for and utilized.

Compl.Umct Requinmtllt
The institution must maintain a propeny management system

for its federal award programs and related activities that is ad·
equate to meet the standards ofOMB Circular A~ J10. Attachment
~. and the requirements of OMB Circular A-21 or A-J 22.

Suggested Audil ProczdurtJ

• Review and evaluate the institution's property management
system.

• Test the system to determine whether the institution is:

- maintaining adequate records of equipment purchased un­
der federal awards.

- properly disposing of equipment no longer necessary to
project and properly accounting for the federal share of
such equipment.

Comp/ianct RequirtmtnJ
The institution must have a procurement system which meets

the requirements of OMB Circular A·IIO, Attachment O.

Su.ggested AudiJ Proceduus

• Review and evaluate the institution' s policies and proce-
dures for ensuring that:

- procurement practices provide for competition.
- unnecessary equipment purchases are avoided.
- subcontractor and sUbgrantee proposal and perfonnance

are adequately reviewed.

Test a sample of procurement transactions to detennine
whether the minimum requirements of Attachment a are
meL

Compliance Requirement
Determine if any of the other administrative requirements

listed above are material to federal awards.

Suggested Audit Proetdures

• Review and evaluate internal controls in the administrative
areas selected for review.

Test transactions for compliance.
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Part 3. COMMON MAJOR PROGRAM REQUIREMENTS

RESEARCH AND DEVELOPMENT PROGRAMS

I. PROGRAM OBJECTIVES
Specific and general research are sponsored by the federal

government to achieve objectives agreed upon between the spon4
sering agency and the institution. The types of research conducted

under these agreements are widely varied. The objective of the
individual research projects is explained in the grant agreement
or contraCt.

II. PROGRAM PROCEDURES
Research grants and contracts are awarded to colleges and

universities on the basis ofresearch proposals submitted to federal
government agencies. These proposals are sometirryes unsolicited.

A grant or contract agreement is then negmiated in which the
purpose of the project is specified.. the amount of the award is
indicated. and tenns of administration are delineated.

IIL COMPLIANCE REQUffiEMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of ServiC<! Allowed or Unallowed

The objectives of individual research projectS a.R ~xplained

in the gram agreement or contract; therefore. there are no specific
- 'compliance: requirements listed here. However. the auditor should

ensure funds were: used to meet lhe objectives of the granL

Suggeslld Audit Proceduu1

• See the suggested audit procedures for direct and indirect
costS in lhe General Requirements section of this gUide.

B. Eligibility

The auditor is not expected to test for eligibility.

C. ~atching, uvel of Effort. and/or Earmarking
Requirements

Compli4nct Rtquiremtnl
Institutions may be required to share in the cost of research

either on an overall institutional or individual gram basis (Circu~

lar A·II O. Anachment E).

Suggesttd Audit Procedures

• Obtain an understanding of the CO,[ sharicg arrangements
with the federal aWarding agencies. Determine wbether COSt
sharing is on an institutional or project-by-project basis.

• Examine the cost-sharing ormatching commitment specified
by the sponsoring ag'ency in the award document.

• Test whether the organization met these requirements.

• Determine whether in-kind contributions for COSt sharing
were valued in accordance with applicable federal cost
principles lOMB Circular A-21 ) and with OMB Circular A·
110. Attachment E.

D. Special Reporting Requirements

CompiU1.nte Requirtment
The grant and contract agreement wilt specify the required

reporu.

Suggested Audit Procedure

• See procedures for FederalFinancial ReportS in the "General
Requirements" section of this supplement.

E. Spedal Tests and Provisions

CompLUmce Rtquirtment
The institution should have an accounting system that pro.

vides accurate and timely financial reportS on federal awards and
related activities. COStS claimed should be allowable and allocable

in accordance with federal cost principles (OMB Circular A·l 10.
Attachment F).

Suggested Audit Procedures

• Review the instirution's accounting system to detennine
whether it is adequate to:

-Identify the federally supponed activities including the
award. authorizations. obligations. unobligated balances,
as~tS. liabilities. outlays and revenues.

~Accumul3.te and record expenditures by cost categories
provided in the approved federal award..

-Account for the institution's financial panicipation. if re­
quired.

-Assess the reasonableness and allowabiIiry ofCOSts claimed
in accordance with the provisions of applicable federal COSt
principles and the tenns of the agreement.

-Assure that individual items ofcosts are not claimed against.
more than one projecL

• Test the accounting system to detennine if it is operating
effectively.

Compliance Requirement
The distribution of individual employee compensation to fed~

erally sponsored research projects must follow the guidance as
Slated in OMB Circulars A~21 and A-Ill.. HHS Hospital Cost
Principles (45 eFR Part 74 Appendix E). and applicable award

~ documents.

SuggtSled Audit Procedures

• Review and evaluate the institution's system of internal
controls and test time distribution and other records to
determine whether:

-Personal service costs have been properly recorded and
dismbuted based on a distribution of activity.

-Personal service costS incuITed were properly approved.

-Personal service costs were not materially misstated due to
processing errors•

-A liabili?,\vas accrued for aU costs applic:lble to the period.

-For personal service costs charged to federal awards:

• Recorded activity is appropriate for the federal award.

• The salary charge is commensurate with the amount of actual
activity.

• The record of activity is signed by authorized personnel.
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SVlf"l.d ,('11411 ProCt/!vm

• Review l~ evalll!le the iMtitution's lyS'e"'.O( internal
controls lnd test the accex,mtint: record' to delermlt')~ whether:

_ The inul",tlo. hn • policy on the use of eo.,ulllnu till'
I, in &«oldl1lc. "ith (.derrJ requirement••

-The'inwlution htl an ace.""ble Illvel polier·
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Comp/lane. R.~ulr.m ••u
Th. vanl .....ant may h..e ,peclal term. Ind conditlonl whicll

.hould be eensldere4 dUlin, the sudj~

SU""Ud '(ult P~.~".

• Dol.imin. tho ,lenWc••t complllncoloqui,ementJ from the
rc10arch iTine or Iward.

• Develop .udie procedUl't$ 10 rell eomplienoe willi illese
roquilemenu.
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aocordlllCC wilh OMll Clreulm A·21 .nd A·122.

SOltIS'" AoIUi/lI'T9<.duNJ

• ~lew IIld e'llu.14 I"" Inuiludon', ',y'lOt/l of Jnlernal
eoncr04 IIld Ute IC<;O\lnUni IteOtd> 10 dttennille whether.

- The frin,e benefit...tts .uthcriud by the pononnel poll.
01«.

- The fllllCe bellefil1 e/uraed 10 federal Iwtlds werc ,up­
pomd by the lCeounlin, records.

COIOIplum<f ~'f"ir""1I1J
Dietel oO'ts chilled 10 (edelll aWlrds mu,1 be chllied in
~ willi OMS Circulars A·211nd A·i •• Ind applicable
ltWanU doc1Irwnts.

....

'1'1111

SUlrIJltd 1;""11 Prou'"",
• Revlow 1M evllU3le the iMtitulion's lyStom of inlOtl4l1

controls lnd test the ilccoumint record, 10 oelermiM; whether:

- The insdl<lclon hlU • polley on the use o( cOMuitanu that
i, in IC¢Ordlllce wilh federal rcqulrem.nu,

-The'jollitudon hIS III .ccepllblo tllyel policy.

• S.le<;l tep&tlee sample, fO( cr.vel COIlS. COOIUltlll1 COlli,
COlt IlIos(en belwean proj«l.l .nd other direct chO/iel and

, d.termln. If they lie properly documented and 1/1 .110'11'
jblt:

Compilanc.R.quu.m,.u
The cranelwm! may h..e ,peei.1IIetm' .nd condillons whje~

should be eon<idere<J duelnl the .a.diL .

S~Ulfud ,,"lUit P'Qf.du,tj

• Dol.iminelh••llnlnclne complilnce 'equlrements from ill.
fCJctre:h grant Qr I'lllard.

• Develop ~udjt procedure; 10 lell compliance wjlli thelc
requirements.
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Section J. DEPARTMENT OF HEALTH AND HUMAN SERVICES

FAMILY PLANNING SERVICES

93.217

r. PROGRAM OBJECTIVES

The objectives of :nn'" for fllJIlily pllUlning lervice$ arc to
wi'l in the es14blishmen, 1I1d npenuion of volunury family
plonnin, projw,. The,. projC<:1l ,han con,iSI of the pillming

projects.ThC1e projeClS shall co?sisr of tM educali~l. compr..
hensive medic31 and ,ocial servICe! necesSUj' 10 81d mdIvlduals
in freely determining the number and :ipacing of their children.

U. PROGRAM PROCEDURES
GrllllUS request fund$ through a g..."t appli"'ltlon wbich

cont1in1 abadge! all<! a narrative plan. After reviow and approval
of the gram application. a Notice of A...,,' award is prepared by
tho grants m.tnaa:cment office. .

Th<: aMual Notice of Grant Award specifies fUnds to be
provided far the year and indicatel tho lengrh of time: HeaUh ll\d

Human Services (HHS) intends 10 suppan the projcct without
requiring reapplicalion for fund•• Thi, period, called the project
period. win usually be for 3 to 5 yuts.If during the :ran, y=.
conditionl change, th¢ s-rantee should Douty thG AdmUUSlnl:or
and a rcvil-ed Notice of g~t Award may be preptred.

ilL COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. r1~ of Services Allowed or U.IUowed

• Fond$ are t.o be used:

- to provide for (1) medical "",i"". related to family plan­
ning including physici1tl'$ consultation. examination.. pt't)'o

$C1"iptiol"l. ·continuing supervision. liboTilory ~;camin;uiOl\.

and COlur2ccptive supplies, aJ1d neceS1iliU')" referral to other
medical facilitiea when medieaJly indicated. and (2) the
effectiv~ usago of contticcptive devices and practices.

- to provide for >neW S¢tVices relaled to family planning
including counseling. refeml to and from other .lOCial or
medical services agencies. and .ny ancillary set\'icos which
may be necomry to facilitate clinic attendance.

- to provide ror information and educational program.· de·
signed [0 (I) &chieve community underit.inding aflheproject.
(2) inform the community of the availability of service1, ~d
(3) promote continued participation in thc project by persons
to wbom fmily plannin, ,.tvice. may bell<lfiL In addition.
fuAda may be used to provide for coordination and use of
referral arran~emenu with other providers of healrh """
servi"". inclUding but nOllimited to)~ health ltld welfare
depanmem,. hospitals, vOIUllUry agencie. and health =.
vleo; projocu supponed by other federai programs (42 CFR.
S9.:;).

Pond$ may not be used:

-to provide pregnancy =e (inciuding ob!tetric or prensl4l
care) (42 CFR. 59.2). •

- t.o provide eounseling concerning [he use of abomon ....
mtthod o( family planning or provide leferral for abortion
... melhod of family planning (40 CFR. S9.g).

"- for e.xpenditurC$ to encour:ge, promote or advocate abor..
tion u. method of family planning (42 CFR 59.10).

- fot eXpen<litwes thll are contrary to the applicable eon
p1incipJea plescribed in Subpan Q of 45 CFR. P3tl 74.

SuUtsUd,(/ldil I'r."dru't

t Review and evalu.su the :ntemal COntrol ~ystc:ms designe.d
lO ensure expendil1.ues are only made for allowable $¢J"Vices

• TeS( expenditures ~d reined records to delermine wheth¢r
e1 ,,.ndiM'" were mad< only fOI allowable ,.nin...

B. Ellglbllity

COw:lplktlte' Rtqui"m~1ft .
Any public or non-profit ptivilte entity in a stau~ may apply for

• g'411t (42 CFR 59.3).

Sugg,tud.4udU hOCfdur,
Review the incorporation dOC1lrnents or rehued recordl and!

or the most recent Internal Revenue Service List of t.ax~cxempt

orsaniution. as defined in Section 501(c)(3) of Ihe In[emal
Revenue Code.

C. Matching, Ltvel af EJrort••nd/or Earltlllridog
Requirements

Compliance Requi:rtmln/
There is no matching. level of effort or earmarbna req"uire·

ment5.

D. Sped.1 Reportini Requirements

There are no 3peciaJ reponing requircmenu.

Eo Sped<ll rem and Provision,

Cpl1lpiUlnCl R,quJr,mtfUl

• ThG gnltt«: should muimiIc non·gnmt re~ue.

• The ;nt1tu should s-eCart: payment from clients for sen-ices
in 4cco~nce wilh the schedule of dbcoulltil hued on the
ability [0 pay (42 CFR :;9..1(.)(7).

• l{ a third pany ;, authorized or legaily obligated to poy for
",rvlc... Ihe grantee .hould makc all ,.asonable e{forn [0
obtain third pany paymr:m without .1pplicllfion of any dis­
.Cl'unll (42 CFR 59.5(a)(g).

SUl ".ud ,(/ldil Freet'lV.,
• R.eview and evaluate m¢ gnntee's policies and procedures

for billing and collection. including use of the sc.':leeulc of
discoums.·' .

• Test client charges 10 de:ermine whether L':ley w~re properly
recorded based on the schedule of discounll.

• Test accou:m receiv:ble ret:ords to detem.ine thlt coHee­
(jon.s are maximiud.
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... Test se1«1ed bad debt! to determine wh.¢thet coll.ection
could hAve been m&de on 1be .&CCOUnt

Co~. R"Ivlr....z:I
11lere a.r~ three optionli regarding the use of the grMf-rcwed

illc=e allowed by 45 c."R 74 Subpan P. The grant award
doeument will specify which option is lllowed.

1/''''

SUlgUlld Audll Pr(;c,Ju"

• Rcvlew and evalU2te the intern~ conrrols in p!ace fO accoum
(or program income in ;)CC.Ordancc with gfl11t lWud.

• Test records to detenn~ whether program income a
accounfed fQr in 4Ccord.:.ncc with. the grant award.

COMM1JNITY HEALTH CE?IiTERS (~tion 33lJ)

93.224

I. PROGRAM OBJECTIVES

The objective 01 <he Olmmunity HeillLb Cen",,, Program i.
lO'Upport <he development and operation o( community health
Wltell which Pl'ovide primary health $¢<Vices. ,uppl"",ont'l

health. services lU"ld envilOnmenIlI heal:h servicu to medie:a1Jy
undC$Ol'Vl'.d popul.lion..

II. PROGRAM PROCEDURES

AIry puhlic or n<>nprofit priv.'" entity is eligihle to apply (or the.. funds.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED At:DIT PROCEDURES

A. Typ<s of S<:nie.. Allowed or Unallowed

The program r=iv.. (und. which may be u,ed for the co.t
of planning•.developmcnt. and opomion of community health
cent<>/S.

S/lfZtsttd ....udIt l'roudur.:
Revi :W a.nd evaluate incernal controls designed to ~nSure tha.t

..pen" .;um. ate made only for ../Vic.. of the approved project.

B. EligIbility

C0"'l'/J4Ac, R,qvlr,m.lIl
Ally pUhlic or nonprofit (42 CFR 51 c.1 02(()) private entity i.

digible to apply for a grant (42 CFR 5Ic.103).

Svu.ma Audit Proc,dur,:

• Determine if tho gnntee is il governmental entiry or is
idtJuified in the most ;>ecent Internal Revenue Service list
01 ""'-<xempt or&aniution... defined in So<tion 501(cX3l
of the IRS Code.

• E.u.mine a certified copy of the Orantec' oS ~rtificate: of
incorporation or similar document tim cleuly emhlishea
<he nonprofit ItIlU. of <he entity.

C. Matclllog, L<vel of £trort aDd/or urmarkl~
Requlrem'DU ....

Comp/J41u;. lltqllir.m.nt
The followini (und, for center> mu.t Ix; accounted for as being

..pended during the budget period for the approved project prior
10 tile US< of grant fUtld" al ,II ,..ce, local. and other operational
fllllding received by or allocated to the approved proje"'. and h)
all fees premium., and third.p.rty reimoursementt accrued .fter
adj....anent. for uncollcctible up to snd including the amOUnt
expected lor the budict period (42 CFR Pan 51c.3<l3(rl]. The
"&mount expected" j, the .amount of fees. premiums. and third ..
party reimbunemenl$ in Ihe non·federal sharc of the final ap­
proved budget for the budget period.

Fees. premiums. and third·puty reimbursements above tho
iIIlOUJ\t ex~ted for the budgel period must be used as needed
when the ¢.O"$L$ of the center's operadon during the budget pe:!cd
exceed the total of the amounu cited in a) iU1d b) in the preceding
paragraph Ul4 tho =lioe 330 granL

S/Jgztst~d AlUiIl Pnxldu.r,s

• Identify, study and evaluate the controls designed to in!ure
that .11 appliC>lole "on-vant fund. are used Ix;(ore grant
fuod",

• Determine whetlter all appli..ble non-g",nl funds were ~ed
(or the approved projea prior to u« of tile grant fund,.

• Determine whether fees. premiums. and third-party re:im~

bu~mentti above the amount e,;pected for the budget period
were used fot <:OS1$ of the CCl1ter'S operation.

. D. Special Reportln!: R«julrtments

CompU4l1M Requi7~17Ienl

The BCRS Common Reporting Requirements CSCRR) Report
wUl be required annually beginning witil reports for calendar yeu
1991. Table 6 o(:hc BCll.R Repon i, cn accrual bui. report of
ill coats Issociated with the :lJ>proved project

Suggtftld AudU Proc,dM,.,z

• Rectncile accounting recordl with Table 6 of th-e BCRR
Report.

• Verify that the BCRR report is beinll accurately prepared.

Eo Sped" Tem and ProviSiOns

COlllplianc. R.quirolll.1Il
Audited financial ~t.a1e.menU are 10 be prepared in accorda.oee

witil GeneTllly Accepted Accounting Principle. IP1Ihlic !1ealth
Service Act Section 33O(hl<nl.

Suglw,d Audit Proc,duff
Decennine whether the flnallcia.J ~ti~m¢nu :nd results of

financi.I.opeT3tions are reported ie .ccordAnce with generAlly
....pted accounting principles and identify any depUturos u a
eompliince violation.

C"l1'lpJl4lJc. Rlquiumln.:
~ grantee slJ.a-n secure piymen:s from ?arients ror $¢rviees

in l.Ccord;tncc witl11he $Chedule of fees and discounts which w­
been adjuUed on the of ,he plden,', 'bility '0 ;>ay (42 CFR
51c.303 (I).
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SOU"," ,tlUlU Prot""",
• Revie.,.. and evalu.tte politi¢:&: and procedures for 1) id¢l"lti ...

tying the puien,>, ability to P'y, 2) using sliding fee ochec!­
ule$ to adju,t ntes bt.s«i on ability to pay and 3) properly
recordin& and adjuning p1tiertt ftes.

• Review and evaluate policies itnd prcx::eduns ror 1) maxi~

mjzjng revenues from third p.tnie.s such &I insuranco mal.i­
mizing revetllJt$ from third parties insurance, Medicare and
Medicaid aM 2) muimizing collection of char&;es. includ­
.Jl& use of collection .gencies. where .ppropriue.

• Telt fees 10 determine jf lhey were properly recorded b.ased
on ability to 'Ply and Adjusted based on the slidini ree
$Chedule.

o Test sele<;ted 4COOlJnts recei'Oblc records and bad deb", '0
determine that coUe:coon1 were maximized.

Compli4nCl R.qwr11Unl .
Tho centetrnuSl uS< excess program illCQmelO: (I) expand and

improve ill serviccs; en) to increase the number of persons

....

(eligihle to receive 3UYices from such. center); (Ill) c,",,,ruc~

expand. ,nc modernize its facilities; (IV) improve the adminis­
tration of iu service program5; or (V) e$ul,bli~h U1e financial
reurve for {he Fumishi"'g of !el"Yice$ on a pr<:p&id baai,. WJthout
the tpprovl1 o( tb~ jlwarding authority. nOl more. than one~half of
the excess proinm int;ome from a given budget period may b¢
used for construction ind moder.zouion (:sec purpose n in the
prtceding statement} of the center's facilitie3.

Excess program income is the amount of ree~. premiums.. and
ttird.. p.arty reimbursements wccrued from center operations dur­
ing' .e budget period, whien is no! neoded for tlle actual com of

. 'he approved project and .xcuds the .XpeCled amounl of fees.
premium•• and third-party reimbursements for thc cudgel period.

SuggW.d AlUlU P_,Jure,

• ,Review and evaluate infernal controls designed to enSuns thac
exe"" program lnco;;'e is used only for authorized purpo....
and th.. the grantee obtained prior r.view and/or approvd
of the use Ill; appropriate.

• Test expenditures and related records.

,,
,/
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