



























































































































































































































































































































































Suggesied Audit Procedures (Direct and Indireet Costs)

The following suggested audit procedures should be devel-
aped in conjunction with the zudit tests of indirect costs and direct
costs for major and individual programs, .

« For transactions selected by the auditor which involve federal
funds. determine whether the costs mest the criteria gener-
ally contained 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-
istration of the federal program and aljocable thereto under
the provisions of the cast principles.

(2) Authorized or nat prohibited under state or local laws or
regulations and approved by the awarding agency, if ap-
propriate, Certain cOsts require specific approval by the
grantor sgency while some costs are not allowed as set
forth in the section of the applicable cost principles dealing
with “Selected Items of Costs.”

(3) In confarmance with any limitations or exclusions set forth
in the applicable cost principles, or limitations in the
program agresment or specific requirements in the pro-
gram reguiations.

(4) Given consistent weatment with policies, regulations, and
procedures applied uniformiy to federal and nen-federal
activities of the recipient organization.

{5) Given consistent accounting treatment within and between
accounting periods and not allocable 1o, or included as a
direct cost of, a federal program if the same or similar costs
are aliocated 10 the federal program as an indirect cost.

{§) Determine in accordance with generally accepted account-
ing principles or other comprehensive basis of accounting.

(7} Not inciuded as a cost or used to meet cost éharing reguire-
ments of other federaily supported activity of the current -

or a prior period,

(8) Netof ail applicable credits, .., volume or cash discounts,
refunds, rental income, trade-ins. scrap saies, direct bill-
ings (in the case of indirect cost), etc.

(9) Supported by underlying documentation. e.g.. time and
antendance payroll records. personnel activity reports pr
other time and effort records for emplovess charged to
federal awards or 10 more than one activity, approved
purchase orders. receiving reports, vendor invoices, can-
celed checks. ete., as appropriace, and correctly charged as
to account, amount, and pericd.

Compliance Requirement (Indirect Costs Only)

In order 10 receive reimbursement for indirect costs, recipients
must prepare iadirect cost rate proposals that provide the basis for
allocating indirect costs o federal programs. Each recipient must
submit its proposal 10 the federal government for negotiation of
an iadirect cost rate. Circulars A-88 and A-122 provide for
cognizance sysiems whereby one federal agency is designared as
the cognizant agency to deal with a college, university or non-
profit organization on behalf of the entire federal governmentand
negotiate indirect cost and other rates which are used by all other
federal agencies in dealing with that recipient organization. In
most cases. therefore, proposals are subminted to an appropriate

_cognizant agency,

Proposals are usually prepared on a prospeciive basis using
actual financial data from a prior period or budgeted daia for
the current year, When the actual costs for the year are deter-
mined. the difference between the originally proposed costs and
the actual costs are either carried forward o a subsequent
period’s rate or adjusted with the graniing federal agency on
a retrosactive basis. In cases where predetermined rates are
determined and approved by the cognizant federal agency,
subsequent adjusiments are not made with the exception of
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eliminating any unallowabie costs. Audit procedures must be
wilored according to the type of rate and size and type of orga-
nization being reviewed, If unallowable costs are found. cost
recoveries and adjustments should be made in accordance with

the provisions of the applicable cost principles.

Sugg:emtd' Audit Procedures (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
a¢ any agreements, conditions or understandings related
thereto and determine the rypes of rates and procedures
required.

Seject a sample of claims for reimbursement submized to
the federal agency and determine if the amounts charged and
rates used are in accordance with the agreements and if rates
are being properly applied to the appropriate base.

Determine whether the rates used or amounts charged are
final or predetermined or are still open 10 adjustment or
revision, eitherimmediately or as a carry forward adjustment
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 final or predeter-
mined rates include unallowable costs, they shouid be iden-
tified and reported along with the estimated federal share of
the costs.

Determine whether costs or types of costs, chargeable di-
rectly 10 federat awards or any other direct acrivity (includ-
ing any costs required for marching or cost charging) have
been eliminated from the pool of indirect costs and included
ins the aljocauon or raic base.

Determine whether the esuablished procedures to identify
and ¢iiminate onallowable costs are comprehensive and
applied in a consistent manner. Verify that the results of
these procedures are incorporated into the indirect cost
proposal submilted to the cognizant agency. '

* Review on 2 test basis supporting documentation to deter-
mine whether:

~—The indirect cost pools contain only items that are consistent

with the applicable cost principles and negotiated agree-

ments, This part of the review should be aimed 2t determin-

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 costs are in accordance with
the provisions of the appropriate cost principles, other
applicable regulations, and negotiated agreementis and pro-
ducz an equitable distibution of cosis.

~—Statistical data (e.g., square footage, population or full-time
equivalents, salaries and wages) in the proposed allocation
bases are current, reasonabje, updated as necessary, and do
not contain any material omissions.

—Personnel activity reports, time and effort reponts, or other
methods used to allocate salary and wage costs are math-
ematically and sutistically accurate, are implemented as
approved, and are hased on the actual effort devoted to the
various functional and programmatic activities to which the
salary and wage costs are charged.

——Special costs analysis swdies (such as library studies or
energy studies) are mathematicaily and statistically accu-
rate, are factually based 1o the extent possible. use reason-
able and supportable asumptions. produce reasonabie re-
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sults, and. if appropriate, agree with any prior agreements
witlt, or conditions placed by, the cognizant agency con-
cerning such studies,

— The dana can be reconciled to the most recently issued
financial stiements. Investigate significant reconciling items.

Additional Suggested Audit Procedures—Other Types of Rates

Organizations frequendly act as self-insurers or provide some
types of services for direct activities from centralized service
departments on a charge for use basis. In addition, they frequently
charge fringe benefits to all activities by means of & fringe beneflt
rate applied to the salary and wage costs incurred in those activi-
ties, The cognizant negotiators, while responsible for such rate
activities, may or may not actuaily negodiate and publish the rates
themselves, but merely negotiate the rate setting methodologies
and/or resolve any problems which arise.

« When such practicss exist determine, whether:

— The rate bases include ail users and all are treated in 2
consistent manner.

-— Billing rates (or charges) have been adjusted to eliminate
profits and unailowable cost.

Compliance Requirements
+ All recipients receiving grants, including cooperative agree-
ments. from any federal agency must certify that they wiil
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 grant activity will be drug-free. Making the
required certification has been 2 precondition of receiving
a grant from a federal agency since March 18, 1989. Every
recipient is required to make this certification for each grant.

« The racipient certifies that it will provide 2 drug-free work-
place by:

(a) Publishing 2 policy statement notifying employees that the
unjawful manufacturs, distribution, dispensing, posses-
sion or use of a controlled substance is prohibited in the
grantee's workplace and specifying the acdons that wiil
be taken against empioyess for violation of such prohibi-
tion. L

(b} Establishing an on-going drug-iree awareness program o
inform cmployees about:

(I} The dangers of drug abuse in the workplace.

(2) The grantee's policy of maintaining 2 drug-frec work-
‘piace.

(3) Any available drug counseling, rehabilitation, and
employee assistance programs,

(4) The penalties that may be imposed upon employees for
drug abuse viciations occurring in the workplace.

(c) Making it 3 requirement that each employee to be engaged
in the performance of the grant be given a copy of the
statement required by paragraph {a).

(d) Notifying the employes in the statement reguired by
paragraph (a) that as a condition of employment under the
grant the employee will:

{I) Abide by the terms of the stazment.

(2) Notify the empioyer in writing of any criminal drug
statute conviction for a violation accurring in a
workplace no later than five calendar days after such
convictioa.
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— The methods usad to adjust for accumulated over/under
recoveries distributed them in reasonable proportion to the
same users as were originally billed for the services which
created the accumudation.

— Any retained or unexpeaded earning {including reserves)
are present and, if so, determine: {3) if they have been
computed in accordance with the applicable cost prin-
cipies. (b) if they are excessive in amount. and (¢} whether
a refund has been made to the federal government for its
fair share of any 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
classes of employees and whether the pool of fringe benefit
costs has beett reduced for any refunds or rebates received.

- Independent actuarial studies appropriate for self-insor-
ance programs and certain types of fringe benefit programs
are performed, and, if so, are kept current, reflect actual
conditions, and use reasonable actuarial assumptions.

DRUG-FREE WORKPLACE ACT

() Notfying the agency in writing within 1en calendar days
after receiving notice under subparagraph (d) (2) from an
employes or otherwise recziving actual notice of such
conviction.

(f) Taking one of the following actions, within 30 calendar
days of receiving notce under subpargraph (d) (2), with
respect to any employes who is 50 convicted—

(1) Taking appropriate personne} action against such an
empiloyee, up to and including termination; or

{2) Requiring such empioyee to participate satisfactorily
in a drug abuse assistance or rehabilitation program
approved for such purposes by a federal, state, orlocal
health, law enforcement, or other appropriate agency.

[Public Law 100-690 Tide V, Subtitie D, 41 U.S.C. 701 erseq.]
Suggested Audit Procedure

+ Determine through discussions with employess and wrirten
communicadons 10 employees whether the grantee has taken
action to provide a copy of the policy statement 10 each
emnployee engaged in the performance of 1 grant.

» Ascentain whether the statement contains all the necassary
notifications.

+ Determine whether the report made to federal grantor
agencies on convictions of employees is filed and complete.

+ Test 2 sample of files of convicted employess and determine
whether the report made to federal grantor agencies on
convictions was reported within 10 calendar days after the
employer received any notice of 2n employee’s conviction.

» Ascertain whether the grantes took the required personnel
or geamment referral action within 30 calendar days afier
receiving netice of aa employee conviction.

Single Audit Information Searvice
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ADMINISTRATIVE REQUIREMENTS

Federal assistance programs are subject to the provisions of
Circular A-} 10, “Uniform Administrative Requirements for Grants
ard Coopenative Agreements with [nstitutions of Higher Educa-
ion. Hospitals and Qther Nonprofit Organizations,”

Thres administratve requirements, financial reporting, cost
principles, and cash management principles. are covered elsewhere
in this part of the Compliance Supplement. The auditor should also
consider those common agency administative requirements listed
below from Circular A-110. The scope of the audit work performed
for these requirements will depend on the amount of testing
performed in connection with individual programs and whether the
requiremest is material to federal programs.

Interest earned on advances

Period of availability of funds!

Program incoms,

Real properry

Eguipment

Supplies

Subawards 10 debarred and suspended parties!

Procurement
Subawards'

Revolving fund repayments

{See procedures under the following compliance requirements.)

Compliance Requirement

Prograsm income consists of earnings from federally supported
activities, i.c.. ucome from service fees, sale of commodities,
usage or rental fees, and royalties on patents and copyrights,
Program income may be used in one of thrae ways; as a general
rule, program income must be used as a deduction from total
project costs. If perminted by the terms of awards, such income
may be used instead to further eligible program cbjectives, or
finance the nonfederal share of the project. The auditor should
referto the agreement 1o determine which option applies. Program
income exciudes interest eamed on advances.

The institution must have procedures 1o ensure proper accoufit-
ability for program income (Circujar A-110, Arachment D).

Suggested Audit Procedures

» Determine whether systems and procadures are in place for
the identification and assignment of program income to
assume appropriate use in accordance with the terms of

Wil be included in the revised circular.
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awards.

o Test selected items 10 determine whether program income
was property accounied for and utilized,

Compliance Requirement

The institution must maintain a property management system
for its federal award programs and related activities that is ad-
equate 1o meet the standards of OMB Circuiar A-110, Attachment
N, and the requirements of OMB Circular A-21 or A-122,

Suggested Audit Procedures

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

« Test the system to determine wiethar the institution is:

-— mainining adeguate 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.

Compliance Requirement
The institution must have 3 procurement system which meets
the requirements of OMB Circular A-110, Attachment O.

Suggested Audit Procedures

+ Review and evaluate the institution’s policies and proce-
dures for ensuring thaw
— procurement practices provide for competition.
-— unnecessary equipment purchases are avoided.
— subcontractor and subgrantee proposal and performance
are adequatiely reviewed.

» Test a sample of procurement wransactions to determine
whether the minimumn requirements of Anachment O are
met. .

Compliance Requirement
Determine if any of the other administrative requirements
listed above are material 10 federal awards.

Suggested Audit Procedures

+ Review and evaluate intermal controls in the adminisrative
areas selected for review,

* Test transactions {or 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 federzl
government i achieve cbjectives agreed upon berween the spen-
soring agency and the institution. The types of research conducted

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

II. PROGRAM PROCEDURES

Rescarch grants and contracts are awarded 1o colleges and
universities ¢n the basis of research proposals sebmitted to faderal
government agencics. These proposals are sometimes unsolicited.

A gramt or contract agreement is then negotiated in which the
purpose of the project is specified, the amount of the award is
indicated, and terms of administration are delineated.

I, COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A, Types of Services Allowed or Unailowed

The objectives of individual research projects are gxplained

in the grant agreement or contract; therefore, thers are no specific

- ‘compliznce requirements lisied here, However, the auditor should
ensure funds were used to meet the objectives of the grant.

Suggested Audit Procedures
+ See the suggested audit procedures for direct and indirect
costs in the General Requirements section of this guide.
B. Eligibility
The auditor is not expected to test for eligibiliry.

C Matching, Level of Effort, and/or Earmarking
Requirements

Compliance Requiremens -
nstitutions may be required o share in the cost of research
either on an overall instirutional or individual grant basis {Circu-

lar A-110, Attachment E).
Suggested Audit Procedures

« Obrain an undersianding of the cost sharing arrangements
with the federal awarding agencies. Determine whether cost
sharing is on an institutional or project-by-project basid.

+ Examine the cost-shanng or matching commitment specified
by the sponsoring agency in the award document.

¢ Test whether the organization mert these requirements.

» Determine whether in-kind contributions for cost sharing
were valued in accordance with applicable federal cost
principles (OMB Circular A-21) and with OMB Circular A~
110, Avachment E.

D. Special Reporting Requirements

Compliance Requirement

The grant and conmract agreement will specify the required
reports,
Suggested Audit Procedure

» See procedures for Federal Financial Repors in the “General
Requirements™ section of this supplement,

E. Special Tests and Provisions

Caompliance Requirement

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 allowabie and allocable
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in accordance with federal cost principles (OMB Circular A-110,
Attachment F).

Suggested Audit Procedures

+ Review the institution's accounting system to determine
whether it is adeguate to:

—Identify the federally supported activides including the
award. authorizations, obligations, unobligated balances,
assats, liabilities, outlays and revenues,

—Accumulate and record expenditures by cost categories
provided in the approved federaj award.

—Account for the institution's financial participation, if re-
quired.

—Assess the reasonablenass and allowability of costs claimed
in accordance with tite provisions of applicable federal cost
principles and the terms of the agreement.

——Assure that individual items of costs are not claimed against .
more than one project

* Test the accounting system to determine if it is operating
effectively.

Compliance Requirement

The distribution of individual employee compensation to fed-
erally sponsored research projects must follow the guidance as
stated in OMB Circulars A-21 and A-122, HHS Hospital Cost
Principles (45 CFR Part 74 Appendix E), and appiicable award

“documents.

Suggested Audit Procedures

* Review and ¢valuate 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
distnbuted based on a diswibution of activiry,

—Personal servica costs incurred were properly approved,

~—Personal service costs were not materially misstated due to
processing errors,

—A }iabiliq‘was acerued for all costs applicable 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 aciual
activiry,

» The record of activity is signed by authorized personael,

Single Audit Information Service
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—Full distribution of personnel costs is reconcited to the
books of woounta #t least annually,

~=For 3 sample of personal tervice compensation charges,
datermine whether the system Is working s intended by
conducting interviews of employees, comparing records or

othar tests, .

Complance Requirements
Employee benefits must be charged to federal awards In
socordance with OMB Circulars A-21 and A-122,

Suppested Andit Procedures

« Review and evalunts the Institutlon's ‘system of internal
coutrols 1nd the scoounting records 1o datermine whether:

-~ The fringe bensfity were authorized by the parsonne! polis
ehes. :

~ The fringe benefiis charged 1o federal awerds were sup-
ported by the accounting records.

Compliance Requiremenss

Direct costs charged 1o federa] awards must be charged in
sccordancs with OMB Clrculars A-21 and A~122 and applicable
swards documents,
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Suggeated Andit Procedures

« Review snd evaluate the institution's rystem of internal
controls and lestthe dcsounting recorde 1o determing whether:

~ The institution has & policy on the use of consultants that
Is in zecordance with federsl requiremsnts.
~Theiastitution has an seocprable travel policy.

+ Select separate samples for teavel couts, consultant costs,
cost transfers between projects and other direct ¢harges and
deiermine if they are properly documented and sre ailow.
sble.

Complignce Requirements .
The grant award may have special terms and conditions which
should be considered dusing the audit,

Suggested Axdit Procedures

s Detsrmine the significant compliance sequirements from the
resoarch grant or award,

» Develop audit procedures io test compliance with these
fequirsments.

Tab 1160 + Pago 509



—Foll distributlon of personnel costs is reconciied 1o the
books of accounts at least snoually,

—For & sample of persond] service compensation chargss,
dstermine whether the system it working &5 intended by
conducting interviews of employees, comparlng records or
other tasts, .

Compliance chatumnk

Employes benafits must be charged w0 federal swards in
socordance with OMB Clreulnrs A-2] snd A-122,

Sugpesivd Asdll Procedures

s Review and evaluaws the Institution’s ‘system of internal
sonaols and the sccounting records lo dstermine whether:

~=The fringe benefits were zuthorized by the personnet polis
cies. -

~=The fringe beasfite charged 1o lederal awards were sup-
pored by the accounting records,

Compllance Requiremenn
Direct costs charged 1o feceral awards must be charged in

wccordance with OMB Circulars A+21 and A-122 and applicadle
pwards documents.,
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Suggested Audit Procedures
+ Review and evaluste the institation's sysiem of internal
can{rols and 1est the 3CCoUnting records 10 determing whether:

~ The insditution has 1 policy on the use of consuitants that
is in xecordance with federsi requiremants.

~—The institution has an seecprable unvel palicy.

» Select separate samples for travel costs, coatuliant cost,
cost transfers beiween projects and other direct chargas and
" determing if they are properly documented and are allow-
able,
Compliance Requiremants '
The grant award may have special terms and congditions which
should be considered during the audit

Suggested Audit Procadires

» Deisrmine the significant compliance tequirements from the
research grant or award.

» Develop audit procedures 1o test compliance with these
requirements.

+
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Section J. DEPARTMENT OF HEALTH AND HUMAN SERVICES
FAMILY PLANNING SERVICES
93,217 .
I. PROGRAM OBJECTIVES

Tho objectives of grants for family planning services are to
asist 10 the establishment and operation of voluntary family
planning projects. These prejects shall consist of the planning

projects. Theze projects shall consist of the educational, compre-
hensive medical and social services ne¢essary 1o aid lmdw.;duals
in freely determining the number and spacing of their children.

1. PROGRAM PROCEDURES

Grantees request funds through » grant application which
contains 2 bodget and 2 narrative plan. After review and approval
of the gram application, 1 Notice of Grant award is prepared by
the grants management office. :

The annual Notice of Grant Award specifies funds 10 be
provided for the ycar and indicates the length of time Heaith and

Human Services (HHS) intends 10 support the project without
requiring reapplication for funds. This period, cailed the project
period, will usually be for 3 to 3 years. If during the granz year,
conditions change. the grantee should notify the Administraror
and 1 revised Notice of grant Award may be preprred,

IL COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A Types of Services Allowed ar Unallowed

« Funds are 10 be used:

— (0 provide for (1) medical services related 10 family plan-
ning including physician's consullation, examindtion, pro-
scription, continuing supervision, laborsiory cxamination,
and contraceptive supplies, and necessury referral to other
medicz] facilities when medically indicated, and (2) the
effective usage of contraceptive devices and practices.

~~ to provide for social services related 10 family planaing
including counseling, referral to and from other social or
medical services agencies, and any ancillary services which
mey be necessary o facilitate clinic attendance.

— 10 provide for information and educational programs de-
signed o (1) achieve community understinding of the project.
{2} inform the community af the availability of services, and
(3} promote ¢ontinued participation in the project by persons
to whom family planning sarvices may benefit. [n addition,
funds may be used 1o provide for coordination and use of
referral artangements with other providers of health care
services including but not limited 1o local health and welfare
departments, hospitals, voluniary agenciss and hezhth ser-
;iccs projects supponted by other federal programs (42 CFR

9'5)!

Funds may not be used:

— 1o provide pregnancy carg (including obstetric ar prenatal
care) (42 CFR 59.2), - _

— 10 pravide counseling concermning the use of abortion 25 2
method of family planning or provide referral for abortion
23 & method of family planning (47 CFR 59.8).

~— for expenditures to encourage, promote or advocase abor-
tion 12 & method of family planning (42 CFR 59.10},

~~ for expenditures thar are contrary to the applicable cost
principles prescribed in Subpart Q of 45 CFR Pant 74,
Suggesied Audis Procedures

« Review and evaluste the internal control systems designed
10 tnsure expendiiures are only made for aljowable services

-

» Test cxpenditures and relatzd records 1o deitrmine whether
ey ~enditures were made only for allowable services.

Pgr. 546 - Tab 1100
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B, Bligivility

Compilance Requirement
Any public or noa-profit private entity in 4 state may apply for

1 grant (42 CFR 59.3).
Suggesied Audlt Procedure :

Review the incorporation documents or reluted records and/
or the most recent Internal Revenue Service List of tax-exempt
organizations as defined in Section 30i(cX3) of the nternal
Revenue Code.

C. Matching, Level of Effort, and/or Earmarking
Requiraments

Compliance Reguirement _
There is no matching, level of effort or earmarking require-
ments,
D. Special Reporting Reguirements

There are na special reporting requircments.

E. Special Tests and Provisions

Compliance Requiremenis

* The graatee should maximize non-grunt revenue,

*+ The grantee should secyrs paymemt from clicnts for services
in jccordance with the schodule of discounts based on the
ability to pay (42 CFR 55.5(a)(7).

« If 7 third party is authorized or legaily obligated to pay for
services, the grames should make all reasonzhle effons @

obtain third party payment without spplication of uny dis-
counts (42 CFR 59.5(a)(8).

Suy reseed Audit Procedures

+ Review and evajuate the granize’s policies and procedures
for billing and collection, including use of the 1cheduls of
discqums. -

o Test client charges 1o determine whether they were properly
recorded based on the schedule of discounts,

» Test accounts raceivsble records to determing that collegs
tions are maximized,

Singla Audit Information Service



v Test selected bad debts to determine whether collection
could have besn made on the sccount.

Compiiames Requiremsent
There are three options regarding the use of the grant-related

income liowed by 45 CFR 74 Subpant P. The grant award
document will specify which eption is allowed.

YIbid

Suggerted Audit Procedure

+ Review and evaluate the internal contrals in place 1o account
for program income in sccordance with grant award,

e Test records o determine whether program income is
sccounted [or in accordance with the grant award,

COMMUNITY HEALTH CENTERS (Section 330)
93.224
1. PROGRAM OBJECTIVES

The objective of the Community Health Centers Program is
to support the deveiopment and operation of comununity health
centers which provide primary hezlth services, supplemental

health seyvices and environmental health services 1o medically
undeserved populations,

1. PROGRAM PROCEDURES

Any public or nonprofit privats entity is eligible to apply for these funds.
111, COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. Types of Services Allowed or Unallowed

The program recgives funds which may be used for the cost
of planning, development, and operaiion af cammunity health
canters.

Sugyested Audit Procsdures
Revi w and evalvate internai controls designed to ¢nsure that
expend.quims are made only for services of the approved project.

B, Eligibility

Compllence Requirentent
Any public or nonprofit {42 CFR 51¢.102(0) private entity is
<ligible o apply for & grant {42 CFR 51¢.103).

Suﬁc:&cd Audlt Procedurss

+ Determine if the grantee I8 a governmenta! entiry or is
idantified in the most zeent Iatemal Revenue Service Jist
of tax-exempl organizations as defined in Section 501(cX3)
of the IRS Code.

« Examine a cerufied copy of the Cranics's cenificate of
incorporation or simifar document that clearly sstablishes
the nonprofit status of the antity. '

C, Matching, Levei of Effort and/or Earmarking
Requirements ad

Compllance Requirement

The following funds for canters must be accounted foras baing
expanded during the budget peried for the approved project prier
to the use of grant funds: &) ail state, local, and other operational
Tunding received by or sllocated lo the approved project, and b)
4}l fees premiums, and third-party reimbursements accrued after
adjustments for uncoilectible up to and including the amount
expecied for the budget period [42 CFR Part §1¢.303¢0)] . The
“tmount expected”™ it the smount of fees, premiums, and third-
party reimbursements in the nonsfederal share of the final ap-
proved budget for the budgel peried,

Fees, premiums, and third-party reimbursements above the
amount expected for the budger period must be usad as nesded
when the costs of the center’s operation during the budget peried
exceed the total of the amounts ¢ited in 2) and b) in the preceding
parzgraph and the saction 330 grunt.
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Sugpested Audlt Procedures

+ Identify, study and evaluaie the controls designed 10 insure
that all applicable non-grant funds are used before grant
funds,

» Determine whether al] applicable non-grant funds were used
for the approved projecs prior 1o use of the grant funds.

s Determine whether fees, premiums, and third-party reimt-
bursaments sbove the amount expecied for the budget period
. were used for cosu of the center's operation.

D, Speciai Reporting Requirements

Compllance Requirement
The BCHS Commeon Reparring Requirements (BCRR) Report

. will be required annually beginning with reporis for calendar year

1991, Table 6 of the BCRR Report is an accrual basis report of
al} costs associated with the approved project

Suggested Audlt Procadures

+ Recencils accounting records with Table § of the BCRR
Report,

v Verify that the BCRR report is deing accurately prepared,
7 B, Speciat Tests and Provisions

Complianes Reguirement

Audited financial statements are 1o be praparad in accordance
with Generaily Accepiad Accounting Principles [Public Health
Serviee Act Section 330(h )DL

Sugpested Audit Procedure

Determine whether the financial stgiements and results of
financial .operations are reported in accordance with gengrally
acsepted sccounting pringipies and identify any depanures ag &
compliancs violation,

Compliancs Requiremens

The grantee shall secure payments from panents for services
in tccotdines with the schedule of fees and discounts which has-
oeen adjusted on [he of the paiient's ability to pay (42 CFR
51,302 ().
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Sugzerisd Audit Procadires

« Review and svaluate policies and procedures for 1) identi-
fying the patient’s ability 10 pay, 2) using sliding fee sched-
ules (0 adjust rates based on ;bnh:y to pay and I} properly
recording and adjusting patient fees,

+ Review and ¢valuzie policies and procedures for 1) maxi-
mizing revenuts from third parties such as insurance maxi-
mizing revenues from third parties insurance, Medicare and
Medicaid ana 2) maximizing colisction of charges, includ-
g use of collestion agencies, where appropriats,

+ Test fees to determine if they were properly recorded based

on ability 1o pay and adjusted based on the sliding fes
schedule,

» Test selected accounts reqeivable records and bag dedis 1o
determing that collections were meximized. .

Compiancs Requirement -
The center must use excess prograr incoms to: {I) expand and
improve its services; (II} to increase the number of persons
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(eligible to receive services from such a center); (1) construet,
expand, and modemrnize its facilities; (IV) improve the adminis-
rration of its servicy programs; or (V) ¢stxblish the financial
reserve for the fumishing of services on & prepaid bais, Without
the approval of the awarding authority, not more than onre-half of
the ¢xcass program income from a given budget period may b
used for construstion ind moder-,zation {s¢¢ purpose Il in the
preceding statement) of the cenrer's facilinies.

Excess program income is the amount of fees, premiums, and
third-party reimbursements sccrued from center operations due-
ing 1 & budget period, which is aot nceded for the actual costs of
the appraved project and exceeds the cxpected amount of fees,
premiums, and third-party reimbursements for the budget period.

Suggested Audlt Procedures

» Review and evaiuate intemal controis designed to énsuro that
exce3s program income is used nnfy for authorized purposes
and that the grantes obtained prior review and/or approval
of the use as appropriate,

¢ Test expenditures and related records.

Single Audit Informaticn Service
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