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OMB Guidance § 200.510 

(1) 200.500 Purpose through 200.503 Re-
lation to other audit requirements, 
paragraph (d); 

(2) 200.504 Frequency of audits 
through 200.506 Audit costs; 

(3) 200.508 Auditee responsibilities 
through 200.509 Auditor selection; 

(4) 200.511 Audit findings follow-up; 
(5) 200.512 Report submission, para-

graphs (e) through (h); 
(6) 200.513 Responsibilities; 
(7) 200.516 Audit findings through 

200.517 Audit documentation; 
(8) 200.521 Management decision; and 
(9) Other referenced provisions of this 

part unless contrary to the provisions 
of this section, a program-specific 
audit guide, or program statutes and 
regulations. 

[78 FR 78608, Dec. 26, 2013, as amended at 79 
FR 75887, Dec. 19, 2014; 85 FR 49571, Aug. 13, 
2020] 

AUDITEES 

§ 200.508 Auditee responsibilities. 
The auditee must: 
(a) Procure or otherwise arrange for 

the audit required by this part in ac-
cordance with § 200.509, and ensure it is 
properly performed and submitted 
when due in accordance with § 200.512. 

(b) Prepare appropriate financial 
statements, including the schedule of 
expenditures of Federal awards in ac-
cordance with § 200.510. 

(c) Promptly follow up and take cor-
rective action on audit findings, in-
cluding preparation of a summary 
schedule of prior audit findings and a 
corrective action plan in accordance 
with § 200.511(b) and (c), respectively. 

(d) Provide the auditor with access to 
personnel, accounts, books, records, 
supporting documentation, and other 
information as needed for the auditor 
to perform the audit required by this 
part. 

[78 FR 78608, Dec. 26, 2013, as amended at 85 
FR 49572, Aug. 13, 2020] 

§ 200.509 Auditor selection. 
(a) Auditor procurement. In procuring 

audit services, the auditee must follow 
the procurement standards prescribed 
by the Procurement Standards in 
§§ 200.317 through 200.327 of subpart D of 
this part or the FAR (48 CFR part 42), 
as applicable. In requesting proposals 

for audit services, the objectives and 
scope of the audit must be made clear 
and the non-Federal entity must re-
quest a copy of the audit organization’s 
peer review report which the auditor is 
required to provide under GAGAS. Fac-
tors to be considered in evaluating 
each proposal for audit services include 
the responsiveness to the request for 
proposal, relevant experience, avail-
ability of staff with professional quali-
fications and technical abilities, the 
results of peer and external quality 
control reviews, and price. Whenever 
possible, the auditee must make posi-
tive efforts to utilize small businesses, 
minority-owned firms, and women’s 
business enterprises, in procuring audit 
services as stated in § 200.321, or the 
FAR (48 CFR part 42), as applicable. 

(b) Restriction on auditor preparing in-
direct cost proposals. An auditor who 
prepares the indirect cost proposal or 
cost allocation plan may not also be se-
lected to perform the audit required by 
this part when the indirect costs recov-
ered by the auditee during the prior 
year exceeded $1 million. This restric-
tion applies to the base year used in 
the preparation of the indirect cost 
proposal or cost allocation plan and 
any subsequent years in which the re-
sulting indirect cost agreement or cost 
allocation plan is used to recover costs. 

(c) Use of Federal auditors. Federal 
auditors may perform all or part of the 
work required under this part if they 
comply fully with the requirements of 
this part. 

[78 FR 78608, Dec. 26, 2013, as amended at 85 
FR 49572, Aug. 13, 2020; 86 FR 10440, Feb. 22, 
2021] 

§ 200.510 Financial statements. 

(a) Financial statements. The auditee 
must prepare financial statements that 
reflect its financial position, results of 
operations or changes in net assets, 
and, where appropriate, cash flows for 
the fiscal year audited. The financial 
statements must be for the same orga-
nizational unit and fiscal year that is 
chosen to meet the requirements of 
this part. However, non-Federal entity- 
wide financial statements may also in-
clude departments, agencies, and other 
organizational units that have separate 
audits in accordance with § 200.514(a) 
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