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UNDERSTANDING OF INTERNAL CONTROL

An understanding of internal control over federal programs should be obtained for all single audit engagements. A separate form should be
completed for every major program included in the scope of the current single audit. These forms can be carried forward from a prior period
and updated. The auditor should refer to the Major Program Identification of Applicable Compliance Requirements form to determine the

applicable requirements for purposes of completing this form.”'
UNDERSTANDING OF INTERNAL CONTROL

Major Program Name

CFDA Number

[Refer to Part 4 of the OMB Compliance Supplement for any program specific guidance which is typically relative to A. “Activities Allowed or
Unallowed”; E. “Eligibility”; G. “Matching, Level of Effort, Earmarking”; L. “Reporting”; and N. “Special Tests and Provisions™. Our
understanding of internal controls should address program specific requirements, which are not necessarily addressed by the questions
provided below]

Sections of this program are hyperlinked to the table of contents below. To jump to specific sections, CTRL-CLICK on the title of
the section. To jump back to the table of contents, CTRL-CLICK on the 4 adjacent to the section titles at the top of each section.
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A A ACTIVITIES ALLOWED OR UNALLOWED

and
B. ALLOWABLE COSTS/COST PRINCIPLES
Applicable: Yes No

Control Objectives
To provide reasonable assurance that federal awards are expended only for allowable activities and that the costs of goods and
services charged to federal awards are allowable and in accordance with the applicable cost principles.

Control Environment
@ Does management sets reasonable budgets for federal and nonfederal programs so that no incentive exists to miscode
expenditures?
Yes No Describe:

® Does Management enforce appropriate penalties for misappropriation or misuse of funds?

Yes No Describe:
| |

@ |s there Organization-wide cognizance of need for separate identification of allowable federal costs?

Yes No Describe:
@ Does management provides personnel approving and pre-auditing expenditures with a list of aliowable and unallowable

expenditures?
Yes No Describe:

| |

Other considerations

Describe:

| |

Risk Assessment
@ s there a process for assessing risks resulting from changes to cost accounting systems?

Yes No Describe:

@ Does a key manager has a sufficient understanding of staff, processes, and controls to identify where unallowable activities or
costs could be charged to a federal program and not be detected?

Yes No Describe:
Other considerations
Describe:

| |

Control Activities
® |s accountability provided for charges and costs between federal and nonfederal activities?

Yes No Describe:

® s a process in place for timely updating of procedures for changes in activities allowed and cost principles?



Yes No Describe:
| |

@ Are computations checked for accuracy?

Yes No Describe:

@ |s supporting documentation compared to list of allowable and unallowable expenditures?

Yes No Describe:

| |

@ Are adjustments to unallowable costs made where appropriate and foliow-up action taken to determine the cause?

Yes No Describe:
| |

@ Are there adequate segregation of duties in review and authorization of costs?

Yes No Describe:

® Is accountability for authorization fixed in an individual who is knowledgeable of the requirements for determining activities

allowed and allowable costs?
Yes No Describe:

| |

Other considerations

Describe:
| |

Information and Communication
@ Are reports, such as a comparison of budget to actual provided to appropriate management for review on a timely basis?

Yes No Describe:

| |

® Have internal and external communication channels on activities and costs allowed been established?

Yes No Describe:

| |

@ Do training programs, both formal and informal, provide knowledge and skills necessary to determine activities and costs
allowed?
Yes No Describe:

® s there interaction between management and staff regarding questionable costs?

Yes No Describe:

| |

@ Are grant agreements (including referenced program laws, regulations, handbooks, etc.) and cost principles circulars available to
staff responsible for determining activities allowed and allowable costs under federal awards?

Yes No Describe:
| |

Other considerations

Describe:
| |

Monitoring




@ Does management reviews supporting documentation of allowable cost information?
Yes No Describe:

@ Does information flow from federal agency to appropriate management personnel?
Yes No Describe:

| |

@ Are comparisons made with budget and expectations of allowable costs?

Yes No Describe:

| |

® Are analytic review procedures (e.g., comparison of budget to actual or prior year to current year) and audits performed?

Yes No Describe:
| |

Other considerations

Describe:

| |




A C. CASH MANAGEMENT
Applicable: Yes No

Control Objectives

To provide reasonable assurance that the draw down of federal cash is only for immediate needs, states comply with applicable
Treasury agreements, and recipients limit payments to subrecipients to immediate cash needs.

Control Environment
@ [s assignment of responsibility for approval of cash drawdowns and payments to subrecipients appropriate?

Yes No Describe:
@ Are budgets for drawdowns consistent with realistic cash needs?
Yes No Describe:

| |

Other considerations

Describe:
| |

Risk Assessment
@ Do mechanisms exist to anticipate, identify, and react to routine events that affect cash needs?

Yes No Describe:

| |

® s the adequacy of subrecipient cash needs routinely assessed?

Yes No Describe:

| |

@ Has management identified programs that receive cash advances and are they aware of cash management requirements?

Yes No Describe:

l— |

Other considerations

Describe:

| |

Control Activities
@ Are cash flow statements by program prepared to determine essential cash flow needs?

Yes No Describe:

® |[s the accounting system is capable of scheduling payments for accounts payable and requests for funds from Treasury to avoid
time lapse between draw down of funds and actual disbhursements of funds?

Yes No Describe:

@ |[s there an appropriate level of supervisory review of cash management activities?

Yes No Describe:

@ Do written policy provide:
@ Procedures for requesting cash advances as close as is administratively possible to actual cash outlays?

Yes No Describe:




® Monitoring of cash management activities?
Yes No Describe:

| |

@ Repayment of excess interest earnings where required?

Yes No Describe:

| |

@ For state programs subject to a Treasury-State agreement, does a written policy exists which includes:

@ Programs covered by the agreement?
Yes No Describe:

@ Methods of funding to be used?
Yes No Describe:

® Method used to calculate interest?
Yes No Describe:

@ Procedures for determining check clearing patterns (if applicable for the funding method)?

Yes No Describe:

Other considerations

Describe:
| |

Information and Communication
Does management require variance reporting of expected versus actual cash disbursements of federal awards and drawdowns

of federal funds?
Yes No Describe:

® Is a channel of communication established between pass-through entity and subrecipients regarding cash needs?

Yes No Describe:

| |

Other considerations

Describe:

| |

Monitoring
Is periodic independent evaluation (e.g. by internal audit, top management) made of entity cash management, budget and actual
results, repayment of excess interest earnings, and federal draw down activities?

Yes No Describe:
| |

® Are subrecipients’ requests for federal funds evaluated?

Yes No Describe:
| |

@ s compliance with Treasury-State agreements reviewed?




Yes No Describe:

|

Other considerations
Describe:




