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§ 3052.200

(2) Where the costs, at the time of
the audit, are not supported by adequate documentation; or
(3) Where the costs incurred appear
unreasonable and do not reflect the actions a prudent person would take in
the circumstances.
Recipient means a non-Federal entity
that expends Federal awards received
directly from a Federal awarding agency to carry out a Federal program.
Research and development (R&D)
means all research activities, both
basic and applied, and all development
activities that are performed by a nonFederal entity. Research is defined as a
systematic study directed toward fuller
scientific knowledge or understanding
of the subject studied. The term research also includes activities involving the training of individuals in research techniques where such activities
utilize the same facilities as other research and development activities and
where such activities are not included
in the instruction function. Development is the systematic use of knowledge and understanding gained from research directed toward the production
of useful materials, devices, systems,
or methods, including design and development of prototypes and processes.
Single audit means an audit which includes both the entity’s financial statements and the Federal awards as described in § 3052.500.
State means any State of the United
States, the District of Columbia, the
Commonwealth of Puerto Rico, the
Virgin
Islands,
Guam,
American
Samoa, the Commonwealth of the
Northern Mariana Islands, and the
Trust Territory of the Pacific Islands,
any instrumentality thereof, any
multi-State, regional, or interstate entity which has governmental functions,
and any Indian tribe as defined in this
section.
Student Financial Aid (SFA) includes
those programs of general student assistance, such as those authorized by
Title IV of the Higher Education Act of
1965, as amended, (20 U.S.C. 1070 et seq.)
which is administered by the U.S. Department of Education, and similar
programs provided by other Federal
agencies. It does not include programs
which provide fellowships or similar
Federal awards to students on a com-

petitive basis, or for specified studies
or research.
Subrecipient means a non-Federal entity that expends Federal awards received from a pass-through entity to
carry out a Federal program, but does
not include an individual that is a beneficiary of such a program. A subrecipient may also be a recipient of
other Federal awards directly from a
Federal awarding agency. Guidance on
distinguishing between a subrecipient
and a vendor is provided in § 3052.210.
Types of compliance requirements refers
to the types of compliance requirements listed in the compliance supplement. Examples include: activities allowed or unallowed; allowable costs/
cost principles; cash management; eligibility; matching, level of effort, earmarking; and, reporting.
Vendor means a dealer, distributor,
merchant, or other seller providing
goods or services that are required for
the conduct of a Federal program.
These goods or services may be for an
organization’s own use or for the use of
beneficiaries of the Federal program.
Additional guidance on distinguishing
between a subrecipient and a vendor is
provided in § 3052.210.
[62 FR 45949, Aug. 29, 1997, as amended at 70
FR 34986, June 16, 2005]

Subpart B—Audits
§ 3052.200 Audit requirements.
(a) Audit required. Non-Federal entities that expend $500,000 or more in a
year in Federal awards shall have a
single or program-specific audit conducted for that year in accordance with
the provisions of this part. Guidance on
determining Federal awards expended
is provided in § 3052.205.
(b) Single audit. Non-Federal entities
that expend $500,000 or more in a year
in Federal awards shall have a single
audit conducted in accordance with
§ 3052.500 except when they elect to
have a program-specific audit conducted in accordance with paragraph
(c) of this section.
(c) Program-specific audit election.
When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the Federal
program’s laws, regulations, or grant
agreements do not require a financial

273

VerDate Nov<24>2008

08:07 Feb 19, 2010

Jkt 220026

PO 00000

Frm 00283

Fmt 8010

Sfmt 8010

Y:\SGML\220026.XXX

220026

§ 3052.205

7 CFR Ch. XXX (1–1–10 Edition)

statement audit of the auditee, the
auditee may elect to have a programspecific audit conducted in accordance
with § 3052.235. A program-specific audit
may not be elected for R&D unless all
of the Federal awards expended were
received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that
Federal agency, or pass-through entity
in the case of a subrecipient, approves
in advance a program-specific audit.
(d) Exemption when Federal awards expended are less than $500,000. Non-Federal entities that expend less than
$300,000 a year in Federal awards are
exempt from Federal audit requirements for that year, except as noted in
§ 3052.215(a), but records must be available for review or audit by appropriate
officials of the Federal agency, passthrough entity, and General Accounting Office (GAO).
(e) Federally Funded Research and Development Centers (FFRDC). Management of an auditee that owns or operates a FFRDC may elect to treat the
FFRDC as a separate entity for purposes of this part.
[62 FR 45949, Aug. 29, 1997, as amended at 70
FR 34986, June 16, 2005]
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§ 3052.205 Basis for determining Federal awards expended.
(a) Determining Federal awards expended. The determination of when an
award is expended should be based on
when the activity related to the award
occurs. Generally, the activity pertains
to events that require the non-Federal
entity to comply with laws, regulations, and the provisions of contracts
or grant agreements, such as: expenditure/expense transactions associated
with grants, cost-reimbursement contracts, cooperative agreements, and direct appropriations; the disbursement
of funds passed through to subrecipients; the use of loan proceeds under
loan and loan guarantee programs; the
receipt of property; the receipt of surplus property; the receipt or use of program income; the distribution or consumption of food commodities; the disbursement of amounts entitling the
non-Federal entity to an interest subsidy; and, the period when insurance is
in force.

(b) Loan and loan guarantees (loans).
Since the Federal Government is at
risk for loans until the debt is repaid,
the following guidelines shall be used
to calculate the value of Federal
awards expended under loan programs,
except as noted in paragraphs (c) and
(d) of this section:
(1) Value of new loans made or received during the fiscal year; plus
(2) Balance of loans from previous
years for which the Federal Government imposes continuing compliance
requirements; plus
(3) Any interest subsidy, cash, or administrative cost allowance received.
(c) Loan and loan guarantees (loans) at
institutions of higher education. When
loans are made to students of an institution of higher education but the institution does not make the loans, then
only the value of loans made during
the year shall be considered Federal
awards expended in that year. The balance of loans for previous years is not
included as Federal awards expended
because the lender accounts for the
prior balances.
(d) Prior loan and loan guarantees
(loans). Loans, the proceeds of which
were received and expended in prioryears, are not considered Federal
awards expended under this part when
the laws, regulations, and the provisions of contracts or grant agreements
pertaining to such loans impose no
continuing compliance requirements
other than to repay the loans.
(e) Endowment funds. The cumulative
balance of Federal awards for endowment funds which are federally restricted are considered awards expended in each year in which the funds
are still restricted.
(f) Free rent. Free rent received by
itself is not considered a Federal award
expended under this part. However, free
rent received as part of an award to
carry out a Federal program shall be
included
in
determining
Federal
awards expended and subject to audit
under this part.
(g) Valuing non-cash assistance. Federal non-cash assistance, such as free
rent, food stamps, food commodities,
donated property, or donated surplus
property, shall be valued at fair market value at the time of receipt or the
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