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Introduction 



Kimberly Griffith, CPA 

Shareholder 
Accounting, Assurance and Advisory Services  
Kim joined the firm in 2016 and has more than 30 years of public 

accounting experience.  She specializes in providing audit, tax 

and business consulting services to not-for-profit and governmental 

clients including: outsourced grants management, development of  

indirect cost allocation plans, subrecipient monitoring, auditing under  

Government Auditing Standards and Uniform Guidance, development  

of financial metrics, budgeting, accounting systems reviews, presentations 

regarding new standards, internal control reviews, reviews of policies and 

procedures, and strategic planning. 

 

Kim undergoes 24 hours of specific government-related accounting and audit 

training every two years, which focuses on the particular business challenges 

confronting not-for-profit organizations. She is a frequent speaker  

on not-for-profit topics in the Pittsburgh charitable community. 



Kimberly James, CPA 

Senior Manager 
Accounting, Assurance and Advisory Services  

Kim has more than 19 years of experience in public accounting.  

She possesses extensive experience with audit, review, compilation  

and tax engagements. Kim has spent her career serving a diverse  

group of industries including not-for-profits, retail, distribution and  

manufacturing. Kim also has experience working with public  

companies. Her experience as an auditor has allowed her to gain  

valuable knowledge that helps her advise her clients and add value.  

 

She is an active volunteer in the community. Kim served as the assistant treasurer 

and the vice president of HandsOn Central Ohio. She is currently a member of the 

Economic Council for the Dominican Sisters of Peace and the Catholic  

Foundation’s Professional Advisors Group. Kim is an active member of the  

Firm’s Women In Business, Not-For-Profit and SEC Small Business Groups.  



Shane Gastecki, CPA 

Manager 
Accounting, Assurance and Advisory Services  
Shane joined Schneider Downs in 2009 and has experience  

providing service to not-for-profit, higher education, engineering, and  

manufacturing clients, as well as conducting audits of employee  

benefit plans.  Shane provides accounting and assurance services to  

his client base, which includes planning and managing the execution  

of the firm’s accounting and auditing approach, gaining an  

understanding of client and industry risks, oversight of the preparation and review 

of the financial statements, and advising clients on the application of technical 

accounting matters. 

 

Shane is also involved in developing, training and mentoring members of staff.   

He is a regular speaker on technical and accounting topics within the firm.   

These responsibilities require him to stay current on all recent accounting 

developments as well as trending business developments within industries  

served.  



Agenda  

• Background and History of the Uniform Guidance 
 

• Key Challenges Faced with Compliance 

– Subrecipient monitoring increased responsibilities 

– Monitoring by pass-through entities - more oversight 

– Procurement standards - effective January 1, 2017 

– Indirect cost rates 
 

• Key Challenges Faced with Auditing  

– Individual grant implementation dates 

– More major programs being audited 

– Reporting issues 
 

• Latest Developments Related to Government Grant 

Compliance 



Background and History  

of the Uniform Guidance 



Uniform Guidance 

• Three year collaborative process to streamline 8 federal 

regulations into one 
 

• Effective for new awards made on or after December 26, 

2014.  Pre-existing awards are subject to the previous 

standards in effect at the time the awards were granted.   

 

 



Uniform Guidance 

• Removes previous guidance that is conflicting and 

establishes standard language; 
 

• Allows organizations to use a standard minimum indirect 

rate that supports the fundamental operations of the 

organization;  
 

• Requires publishing Single Audit reports online, eliminating 

a burdensome paper-chase for reporting and providing the 

public with key information to strengthen oversight of 

Federal tax dollars. 

 



Uniform Guidance 

• Raises the threshold for required audits from $500,000 to 

$750,000 in Federal awards expended per year, 

maintaining oversight for 99% of dollars previously audited, 

but focusing the resources to reduce risk of waste, fraud, 

and abuse. 
 

• Emphasizes the long-standing requirement for non-Federal 

entities to have strong internal controls that are appropriate 

to the organization, while relaxing overly prescriptive and 

obsolete procedural requirements. 



Key Challenges Faced with Compliance 



Subrecipient vs. Contractor  

• Determination of relationship (may require judgment) 

– Evaluate characteristics of the relationship (see next slide) 
 

– The substance of the relationship should carry more weight than the 

agreement 
 

– Documentation  

 

 

 

 



Contractor 
 

• Obtains goods and services for the Non-
Federal entity’s own use and creates a 
procurement relationship 

• Provides the goods and services within 
normal business operations 

• Provides similar goods or services to many 
different purchasers 

• Normally operates in a competitive 
environment 

• Provides goods or services that are 
ancillary to the operation of the Federal 
program 

• Is not subject to compliance requirements 
of the federal program as a result of the 
agreement, though similar requirements 
may apply for other reasons 

Subrecipient 
 

• Creates a federal assistance relationship 
• Determines who is eligible to receive 

what federal assistance 
• Has performance measured by whether 

objectives of a federal program were met 
• Has responsibility for programmatic 

decision making 
• Responsible for adherence to applicable 

federal program requirements specified 
in the federal award 

• In accordance, with its agreement, uses 
the federal funds to carry out a program 
for a public purpose specified in 
authorizing stature, as opposed to 
providing goods or services for the 

benefit of the pass-through entity (PTE) 

Subrecipient vs. Contractor (continued) 



Subrecipient Agreements 

• Pass-through entity must provide specific information to 

subrecipient (see §200.331 for all- inclusive list) 

– Subrecipient name 
 

– Federal award identification number 
 

– Federal award date of award to the recipient by the Federal agency 
 

– Amount of federal funds obligated 
 

– Identification of R&D awards 
 

– Indirect cost rate for the federal award 



Subrecipient Monitoring 

• Evaluate risk of non-compliance 
 

• Develop monitoring plan based upon risk assessment 
 

• Review reporting 
 

• Verify audits are performed, as needed 
 

• Address subrecipient non-compliance 
 

• Issue management decision for audit findings of the 

subrecipients within 6 months 

 

 

 



Subrecipient Monitoring (continued) 

• Risk assessment considerations 

– General assessment 

• Previous experience with grant funds? 

• Qualifications of personnel? 
 

– Legal assessment 
 

– Monitoring and audit assessment 

• Prior audit experience? 

• Any on-site monitoring visits from other federal or non-federal agencies? 



Subrecipient Monitoring (continued) 

• Risk assessment considerations (continued) 

– Financial system assessment 

• Ability of systems to track receipts and disbursements by 

program/grants? 
 

– Financial stability assessment 

• What percentage of funding does the award represent? 

• Financial position strength and ability to meet cash needs? 
 

– Program assessment 

• Meeting measurable objectives? 

• Comply with reporting requirements? 

 

 



Subrecipient Monitoring 

• Monitoring plan and activities 

– Data quality reviews 

– Required progress reporting 

– On-site reviews 

– Compliance auditing 

– Development of corrective action plans 



Subrecipient Monitoring (continued) 

Addressing non-compliance 

– Collaborative process is more effective 
 

– Deficiencies should be documented and discussed with 

subrecipients 
 

– Document facts around how the non-compliance was discovered 

(monitoring activities), the findings and the follow-up actions taken 



Subrecipient Monitoring (continued) 

Addressing non-compliance (continued) 

– Provide a timeline for subrecipient to present a corrective action 

plan 
 

– Revisit risk assessment and potential additional requirements to be 

added to the agreement with subrecipient in future years. 



Procurement Standards - Overview 

• General theme to the changes: 

– Spend federal dollars more economically 

– Avoid conflicts of interest 

– Competition is encouraged 

– Maintain oversight of contractors 
 

• Removes much of the ambiguity and relative freedom 

organizations previous had (more stringent and prescriptive 

requirements) 



Procurement Standards - Overview (continued) 

• Applies to both contracts for goods and services as well as 

subrecipients 
 

• Contracts should be classified under tiers depending on the 

amount and the awarding requirements (tiers covered in 

following slides) 
 

• Procurement files should contain documentation on which 

procurement tier was used 
 

• Requires written policies in order to comply with certain 

requirements 



Procurement Methods 

• Micro purchases 

– Purchases of $3,000 or less 

– Solicitation for competition not required 
 

• Small purchases 

– Purchases of $150,000 or less (but greater than $3,000) 

– Quotes must be obtained from an adequate number of qualified 

sources 
 

• Sealed bids 

– Greater than $150,000 

– Formal advertising 

– Preferred method for procuring construction 



Procurement Methods (continued) 

• Competitive proposals (negotiation) 

– Request for Proposal (RFP) must be publicized 

– Solicitation must identify all evaluation factors and their relative 

importance 

– Written method for evaluation and selection required 

– Must be awarded to the firm whose proposal is the most 

advantageous to the program 
 

• Noncompetitive negotiation (sole source) 

– Solicit proposal from only one source 

– Unique (only available from a single source) 

– Public exigency or emergency 

– No competition 



Procurement Standards – Deferral Option 

• Two Year Grace Period is Coming to an End! 

– COFAR issued the FAQ with the 2 CFR 200. which granted a grace 

period of one year for implementation of the procurement standards  

– September 2015 FAQ the grace period was extended for another 

year 
 

• Grace period expires two full fiscal years following 

December 26, 2014 

– Organizations with a Dec. 31 year-end must have the new standards 

in place by Jan. 1, 2017 

– Organizations with June 30 fiscal year-end must have the new 

standards in place by July 1, 2017 
 

• Most organizations elected to defer implementation 

 



Issues Encountered/Items to Consider 

• Review procurement policies and contracts subject to 

Uniform Guidance and to ensure compliance (time is quickly 

running out!) 
 

• Many organizations did not have formal documentation of 

the deferral (must be able to inform your auditor which you 

were following to avoid findings) 
 

• Many early adopters are struggling with these changes 

– Unprepared to handle the stringent new compliance requirements, 

policy overhauls, training needed at all levels 

 

 



Issues Encountered/Items to Consider 

• Significant cultural shift as a result 

– Generally, many organizations choose vendors and contractors 

based on past performance and existing relationships. This will no 

longer be a permissible basis of selection for direct federally funded 

procurements.  
 

• Significant increase in need for documentation 
 

• Could result in costly redesign of electronic systems 
 

• Potential budget implications – increased administrative 

support 

 

 



Steps for Those Who Have Not Yet Adopted 

• Conduct a gap assessment (review current policies and 

compare to new requirements) 
 

• Revise current policies based on holes uncovered during 

assessment 
 

• TRAINING TRAINING TRAINING! 

– Make sure everyone is trained who is involved in the procurement 

process 
 

• After policies have been updated and are operating, perform 

self audits to ensure controls are operating effectively 
 

• Don’t be afraid to seek outside help! 

 

 



Indirect Cost Rates 

• Why Were Changes Made in the First Place? 

– Thought to be widely misunderstood by almost all parties involved 

(recipient program staff, and awarding agency staff, media, elected 

officials) 
 

– Inability of comparing indirect cost rates between different 

organizations (hard to identify what goes into each calculation) 



Significant Changes 

• Entities WITHOUT a Federally Negotiated Rate 

– Allows for a de minimis rate of 10 percent (of modified total direct 

costs) for entities that have never had a federally negotiated rate 

• This rate is allowable for use indefinitely 
 

• Entities WITH a Federally Negotiated Rate 

– May apply for a one-time extension, without further negotiation 

subject to the approval of the negotiating federal agency  

• Extension for “up to” 4 years (could be shorter) 

• Must renegotiate after extension to ensure rates continue                     

to be based on actual costs 



Significant Changes (Continued) 

• Federal agencies must accept a non-federal entity’s 

negotiated indirect cost rate 
 

• Pass-through cannot force a subrecipient without a rate to 

accept less than de minimis rate 



Getting an Approved Cost Rate 

• Non-federal entities apply to their “cognizant agency” 

– Generally the federal agency with the preponderance of direct funding 
 

• In-house capacity vs. outside assistance 

 

 

 

 

 

 

• Administrative costs may be direct OR indirect 

Elements of a Rate 

Rate Type: Percentage 

Provisional/Final Location(s) 

Predetermined Applicability 

Fixed with Carry Forward Limitations 

Effective Period Handling of Accounting Changes 



Issues Encountered/Items to Consider 

• Inconsistent application of federally negotiated rate 
 

• Inconsistent application of de minimis rate 
 

• Pass-through entities not accepting a subrecipient’s approved 

rate 
 

• Provisions of the federal award may limit the indirect cost rate to 

be charged 
 

• Leading to more extensive contracting and negotiation processes 

between pass-through entities and subrecipients 
 

• The notes to the SEFA MUST disclose the auditee election  

to use the 10% de minimis indirect cost rate 



Key Challenges Faced with Auditing 



Individual Grant Implementation Dates 

• Entities could be spending grants awarded pre- and post-

Uniform Guidance within the same year under audit 

– This impacts both compliance requirements and cost circulars 
 

• Allocation of pre- and post- award expenditures does not 

need be reported directly on the SEFA, however, it should be 

readily available upon a request (has impact to testing 

procedures) 
 

• Uniform Guidance applicable for: 

– New awards made after December 26, 2014 

– Funding increments made with modified terms and conditions          

(when applicable) 

 



Individual Grant Implementation Dates (cont.) 

• It is the responsibility of the auditee to determine whether 

each Federal award is subject to the compliance 

requirements under the old rules or the Uniform Guidance 

– An analysis should be completed for each Federal award 
 

• If you have not completed this analysis, you could be at risk 

for an internal control finding 

 
 



Major Program Impact 

• Changes as a result of Uniform Guidance could result in 

more programs being audited as a major programs 

– Removes the auditor’s ability to consider inherent risk in the 

identification of non low-risk Type A programs 

– Intent of Uniform Guidance is to increase the number of Type B 

programs tested as major programs 
 

• This could result in more audit findings since programs may 

never have been tested previously 
 

• However, changes were made to percentage of               

coverage from 50% (or 25% for low-risk) to 40% (or        

20% for low risk) – potentially reducing the impact 

 



Major Program Impact (continued) 

• Changes made to low-risk auditee criteria 

• To quality as low-risk under Uniform Guidance an entity must meet all of the 

following for each of the 2 prior years: 

– Annual single audits 

– Unmodified opinion on financial statements in accordance with GAAP or basis of 

accounting required by state law 

– Unmodified SEFA in-relation-to opinion 

– No GAGAS material weaknesses 

– In either of preceding two years, none of Type A programs had: 

• Material Weakness 

• Material noncompliance 

• Questioned costs that exceed 5%  

– Timely filing with FAC  

– No auditor reporting of going concern  

– No waivers 



Reporting Issues - General 

• Single audit threshold increased from $500,000 to $750,000 
 

• Type A/B program threshold increased from $300,000 to 

$750,000 
 

• Reporting questioned costs threshold increased from 

$10,000 to $25,000 

 



SEFA and Financial Statement Impact 

• The Single Audit report will reference the Uniform Guidance 
 

• Changes to the Schedule of Federal Expenditures (SEFA) 

– Total amounts provided to subrecipients from each federal program 

must now be reported directly on the SEFA 

• Previously reported as a disclosure within the footnotes 

– Federal awards expended for loan or loan guarantee programs 

– Noncash awards 

– A total for each cluster of programs must be provided 

– Disclosure of the auditee election to use the 10% de minimis indirect 

cost rate (within the footnotes) 

– Must disclose cost principles being followed (potential for  

funds to be subject to both pre- and post Uniform Guidance) 

 

 

 



Data Collection Form (DCF) 

• Significant changes made to the DCF process and 

additional information included – resulted in additional time 

to complete 
 

• Increased transparency – full audited financial statements 

made public and now available to be download from the 

Federal Audit Clearinghouse’s website 

 

 

 

 

 



Conclusion and Latest 

Developments 



Question & Answer Session 



Contact Information   

Kim James 

Audit Senior Manager 

Email: 

kjames@schneiderdowns.com 

Phone: (614) 586-7215 

 

Shane Gastecki 

Audit Manager 

Email: 

sgastecki@schneiderdowns.com 

Phone: (412) 697-5498 

 

 

Kim Griffith 

Audit Shareholder 

Email: 

kgriffith@schneiderdowns.com 

Phone: (412) 697-5218 

 

 

 


