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(j) Electronic filing. Nothing in this
part shall preclude electronic submis-
sions to the Federal clearinghouse in
such manner as may be approved by
OMB. With OMB approval, the Federal
clearinghouse may pilot test methods
of electronic submissions.

Subpart D—Federal Agencies and
Pass-through Entities

§99.400 Responsibilities.

(a) Cognizant agency for audit respon-
sibilities. Recipients expending more
than $25 million a year in Federal
awards shall have a cognizant agency
for audit. The designated cognizant
agency for audit shall be the Federal
awarding agency that provides the pre-
dominant amount of direct funding to
a recipient unless OMB makes a spe-
cific cognizant agency for audit assign-
ment. To provide for continuity of cog-
nizance, the determination of the pre-
dominant amount of direct funding
shall be based upon direct Federal
awards expended in the recipient’s fis-
cal years ending in 1995, 2000, 2005, and
every fifth year thereafter. For exam-
ple, audit cognizance for periods ending
in 1997 through 2000 will be determined
based on Federal awards expended in
1995. (However, for States and local
governments that expend more than
$256 million a year in Federal awards
and have previously assigned cognizant
agencies for audit, the requirements of
this paragraph are not applicable until
fiscal years beginning after June 30,
2000.) Notwithstanding the manner in
which audit cognizance is determined,
a Federal awarding agency with cog-
nizance for an auditee may reassign
cognizance to another Federal award-
ing agency which provides substantial
direct funding and agrees to be the cog-
nizant agency for audit. Within 30 days
after any reassignment, both the old
and the new cognizant agency for audit
shall notify the auditee, and, if known,
the auditor of the reassignment. The
cognizant agency for audit shall:

(1) Provide technical audit advice
and liaison to auditees and auditors.

(2) Consider auditee requests for ex-
tensions to the report submission due

§99.400

date required by §99.320(a). The cog-
nizant agency for audit may grant ex-
tensions for good cause.

(3) Obtain or conduct quality control
reviews of selected audits made by non-
Federal auditors, and provide the re-
sults, when appropriate, to other inter-
ested organizations.

(4) Promptly inform other affected
Federal agencies and appropriate Fed-
eral law enforcement officials of any
direct reporting by the auditee or its
auditor of irregularities or illegal acts,
as required by GAGAS or laws and reg-
ulations.

(6) Advise the auditor and, where ap-
propriate, the auditee of any defi-
ciencies found in the audits when the
deficiencies require corrective action
by the auditor. When advised of defi-
ciencies, the auditee shall work with
the auditor to take corrective action.
If corrective action is not taken, the
cognizant agency for audit shall notify
the auditor, the auditee, and applicable
Federal awarding agencies and pass-
through entities of the facts and make
recommendations for follow-up action.
Major inadequacies or repetitive sub-
standard performance by auditors shall
be referred to appropriate State licens-
ing agencies and professional bodies for
disciplinary action.

(6) Coordinate, to the extent prac-
tical, audits or reviews made by or for
Federal agencies that are in addition
to the audits made pursuant to this
part, so that the additional audits or
reviews build upon audits performed in
accordance with this part.

(7) Coordinate a management deci-
sion for audit findings that affect the
Federal programs of more than one
agency.

(8) Coordinate the audit work and re-
porting responsibilities among auditors
to achieve the most cost-effective
audit.

(9) For biennial audits permitted
under §99.220, consider auditee requests
to qualify as a low-risk auditee under
§99.530(a).

(b) Oversight agency for audit respon-
sibilities. An auditee which does not
have a designated cognizant agency for
audit will be under the general over-
sight of the Federal agency determined
in accordance with §99.105. The over-
sight agency for audit:
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§99.405

(1) Shall provide technical advice to
auditees and auditors as requested.

(2) May assume all or some of the re-
sponsibilities normally performed by a
cognizant agency for audit.

(c) Federal awarding agency respon-
sibilities. The Federal awarding agency
shall perform the following for the
Federal awards it makes:

(1) Identify Federal awards made by
informing each recipient of the CFDA
title and number, award name and
number, award year, and if the award
is for R&D. When some of this informa-
tion is not available, the Federal agen-
cy shall provide information necessary
to clearly describe the Federal award.

(2) Advise recipients of requirements
imposed on them by Federal laws, reg-
ulations, and the provisions of con-
tracts or grant agreements.

(3) Ensure that audits are completed
and reports are received in a timely
manner and in accordance with the re-
quirements of this part.

(4) Provide technical advice and
counsel to auditees and auditors as re-
quested.

(5) Issue a management decision on
audit findings within six months after
receipt of the audit report and ensure
that the recipient takes appropriate
and timely corrective action.

(6) Assign a person responsible for
providing annual updates of the com-
pliance supplement to OMB.

(d) Pass-through entity responsibil-
ities. A pass-through entity shall per-
form the following for the Federal
awards it makes:

(1) Identify Federal awards made by
informing each subrecipient of CFDA
title and number, award name and
number, award year, if the award is
R&D, and name of Federal agency.
When some of this information is not
available, the pass-through entity shall
provide the best information available
to describe the Federal award.

(2) Advise subrecipients of require-
ments imposed on them by Federal
laws, regulations, and the provisions of
contracts or grant agreements as well
as any supplemental requirements im-
posed by the pass-through entity.

(3) Monitor the activities of sub-
recipients as necessary to ensure that
Federal awards are used for authorized
purposes in compliance with laws, reg-
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ulations, and the provisions of con-
tracts or grant agreements and that
performance goals are achieved.

(4) Ensure that subrecipients expend-
ing $300,000 or more in Federal awards
during the subrecipient’s fiscal year
have met the audit requirements of
this part for that fiscal year.

(5) Issue a management decision on
audit findings within six months after
receipt of the subrecipient’s audit re-
port and ensure that the subrecipient
takes appropriate and timely correc-
tive action.

(6) Consider whether subrecipient au-
dits necessitate adjustment of the pass-
through entity’s own records.

(7) Require each subrecipient to per-
mit the pass-through entity and audi-
tors to have access to the records and
financial statements as necessary for
the pass-through entity to comply with
this part.

§99.405 Management decision.

(a) General. The management deci-
sion shall clearly state whether or not
the audit finding is sustained, the rea-
sons for the decision, and the expected
auditee action to repay disallowed
costs, make financial adjustments, or
take other action. If the auditee has
not completed corrective action, a
timetable for follow-up should be
given. Prior to issuing the manage-
ment decision, the Federal agency or
pass-through entity may request addi-
tional information or documentation
from the auditee, including a request
for auditor assurance related to the
documentation, as a way of mitigating
disallowed costs. The management de-
cision should describe any appeal proc-
ess available to the auditee.

(b) Federal agency. As provided in
§99.400(a)(7), the cognizant agency for
audit shall be responsible for coordi-
nating a management decision for
audit findings that affect the programs
of more than one Federal agency. As
provided in §99.400(c)(56), a Federal
awarding agency is responsible for
issuing a management decision for
findings that relate to Federal awards
it makes to recipients. Alternate ar-
rangements may be made on a case-by-
case basis by agreement among the
Federal agencies concerned.
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