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Rural Utilities Service, USDA

§ 1773.20

misstatements resulting from direct
and material illegal acts, and noncompliance with the provisions of contracts or grant agreements that could
have a direct and material effect on financial statements amounts.
(b) If specific information comes to
the auditor’s attention that provides
evidence concerning the existence of
possible illegal acts that could have a
material indirect effect on the financial statements or material noncompliance with the provisions of contracts
or grant agreements that could have a
material indirect effect on the financial statements, auditors should apply
audit procedures specifically directed
to ascertaining whether an illegal act
or noncompliance with provisions of
contract or grant agreements has occurred.
(c) Pursuant to the terms of its audit
engagement letter with the borrower,
the CPA must immediately report, in
writing, all instances of fraud and all
indications or instances of illegal acts,
whether material or not, to:
(1) The president of the borrower’s
board of directors;
(2) The Assistant Administrator, Program Accounting and Regulatory Analysis; and
(3) OIG, as follows:
(i) For the States of Delaware, District of Columbia, Maryland, Pennsylvania, Virginia, West Virginia, Connecticut, Maine, Massachusetts, New
Hampshire, New Jersey, New York,
Puerto Rico, Rhode Island, Vermont
and the Virgin Islands, report to
USDA-OIG-Audit, Northeast Region,
Regional
Inspector
General,
6505
Belcrest Road, room 428–A, Hyattsville,
Maryland 20782;
(ii) For the States of Alabama, Florida, Georgia, Kentucky, Mississippi,
North Carolina, South Carolina, and
Tennessee, report to USDA-OIG-Audit,
Southeast Region, Regional Inspector
General, 401 W. Peachtree Street, NW.,
room 2328, Atlanta, Georgia 30365–3520;
(iii) For the States of Illinois, Indiana, Michigan, Minnesota, Ohio, and
Wisconsin, report to USDA-OIG-Audit,
Midwest Region, Regional Inspector
General, 111 N. Canal Street, Suite
1130, Chicago, Illinois 60606;
(iv) For the States of Arkansas, Louisiana, New Mexico, Oklahoma, and

Texas, report to USDA-OIG-Audit,
Southwest Region, Regional Inspector
General, 101 South Main, room 324,
Temple, Texas 76501;
(v) For the States of Colorado, Iowa,
Kansas, Missouri, Montana, Nebraska,
North Dakota, South Dakota, Wyoming, and Utah, report to USDA-OIGAudit, Great Plains Region, Regional
Inspector General, P.O. Box 293, Kansas
City, Missouri 64141; and
(vi) For the States of Alaska, Arizona, California, Hawaii, Idaho, Nevada, Oregon, Territory of Guam, Trust
Territories of Pacific, and Washington,
report to USDA-OIG-Audit, Western
Region, Regional Inspector General, 555
Battery Street, room 511, San Francisco, California 94111.
[56 FR 63360, Dec. 3, 1991, as amended at 61
FR 108, Jan. 3, 1996; 66 FR 27836, May 21, 2001]

§ 1773.10 Access to audit-related documents.
Pursuant to the terms of the audit
agreement, the CPA must make all
audit-related
documents,
including
auditors’ reports, workpapers, and
management letters available to RUS,
or its designated representative, upon
request and must permit RUS, or its
designated representative, to photocopy all audit-related documents.
§§ 1773.11–1773.19

[Reserved]

Subpart C—RUS Requirements for
the Submission and Review of
the Auditor’s Report, Report
on Compliance and on Internal Control Over Financial Reporting, and Management
Letter
§ 1773.20 CPA’s submission of the auditor’s report, report on compliance,
report on compliance and on internal controls over financial reporting, and management letter.
(a) Time limit. As soon as possible
after completion of the audit, but within 90 days of the as of audit date, the
CPA should deliver the auditor’s report, report on compliance and on internal control over financial reporting,
and management letter to the president of the borrower’s board of directors. As a minimum, copies should be
provided for each member of the board
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§ 1773.21

7 CFR Ch. XVII (1–1–10 Edition)

of directors and the manager. Further,
three copies must be provided to the
borrower for transmittal to RUS.
(b) Communication with the board of directors. In addition to providing sufficient copies of the auditor’s report, report on compliance and on internal
control over financial reporting, and
management letter for each member of
the borrower’s board of directors, RUS
requires that the CPA report all audit
findings to the borrower’s board of directors. RUS recommends that audit
findings be communicated orally; however, the communication may be oral
or written, at the borrower’s discretion. If the information is communicated orally, the CPA must document the communication by appropriate memoranda or notations in the
workpapers. If the CPA communicates
in writing, a copy of the written communication must be included in the
CPA’s audit workpapers or permanent
file.
(c) Matters to be communicated. Matters communicated to the board of directors must include, but are not limited to the matters to be communicated to the audit committee as prescribed in SAS No. 61, entitled ‘‘Communication with Audit Committee’’,:
(1) The initial selection of and
changes in significant accounting policies;
(2) The methods used to account for
significant or unusual transactions and
the effects of significant accounting
policies in controversial or emerging
areas;
(3) The process utilized by management to formulate significant accounting estimates and the basis for the
CPA’s conclusions regarding the reasonableness of these estimates;
(4) Audit findings and recommendations, including audit adjustments that
either individually or in the aggregate
have a significant effect on the borrower’s financial statements;
(5) The CPA’s responsibility for other
information presented with the audited
financial statements, any audit procedures performed, and the results thereof;
(6) Any disagreements with management, whether or not satisfactorily resolved, concerning matters that individually or in the aggregate may be

significant to the borrower’s financial
statements or the auditor’s report, report on compliance and on internal
control over financial reporting, or
management letter;
(7) Significant matters that were the
subject of consultations with other accountants;
(8) Significant issues discussed with
management with regard to the initial
or recurring retention of the CPA; and
(9) Any serious difficulties encountered in dealing with management during the performance of the audit.
[56 FR 63360, Dec. 3, 1991, as amended at 59
FR 659, Jan. 6, 1994; 66 FR 27835, May 21, 2001]

§ 1773.21 Borrower’s review and submission of the auditor’s report, report on compliance and on internal
control over financial reporting,
and management letter.
(a) The borrower’s board of directors
should note and record receipt of the
auditor’s report, report on compliance
and on internal control over financial
reporting, and management letter and
any action taken in response to the reports or management letter in the minutes of the board meeting at which
such reports and management letter
are presented.
(b) The borrower must furnish RUS
with three copies of the auditor’s report, report on compliance and on internal control over financial reporting,
and management letter within 120 days
of the as of audit date. Any provision
in RUS’s security instrument that requires such documents to be furnished
to RUS in a shorter period of time may
be disregarded.
(c) The borrower must furnish RUS
with three copies of its plan for corrective action, if any, within 180 days of
the as of audit date.
(d) The borrower must furnish RUS,
within 120 days of the as of audit date,
with a copy of each special report,
summary of recommendations or similar communications, if any, received
from the CPA as a result of the audit.
(e) All required submissions to RUS
described in paragraphs (a) through (d)
of this section should be sent to: Assistant Administrator, Program Accounting and Regulatory Analysis,
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