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2 CFR 200.205(c)(4) 

Federal awarding agency review of risk posed 

by applicants. 

(c) In evaluating risks posed by applicants, the 

 Federal awarding agency may use a risk-based 

 approach and may consider any items such as the 

 following: 

(4) Reports and findings from audits performed under 

Subpart F – Audit Requirements of this Part or the 

reports and findings of any other available audits … 



Unmodified Opinion 
(formerly “unqualified” opinion) 

Financial Statements Compliance 

Financial statements are 

presented fairly, in all material 

respects, in accordance with 

the applicable financial 

reporting framework. 

Entity complied, an all material 

respects, with applicable 

compliance requirements. 



Qualified Opinion 

Financial Statements Compliance 

Misstatements are material but 

not pervasive, 

 OR 

Auditor is unable to obtain 

evidence to conclude that 

statements are free from 

misstatement but the possible 

effect of undetected 

misstatements is material but 

not pervasive. 

Noncompliance is material but 

not pervasive, 

 OR 

Auditor is unable to obtain 

evidence to conclude that 

entity is compliant but the 

possible effect of undetected 

noncompliance is material but 

not pervasive. 



Adverse Opinion 

Financial Statements Compliance 

Misstatements are material and 

pervasive. 

Noncompliance is material and 

pervasive. 



Disclaimer of Opinion 

Financial Statements Compliance 

Auditor is unable to obtain 

evidence to conclude that 

statements are free from 

misstatement and the possible 

effect of undetected 

misstatements is material and 

pervasive. 

Auditor is unable to obtain 

evidence to conclude that 

entity is compliant and the 

possible effect of undetected 

noncompliance is material and 

pervasive. 



Internal Control 
Deficiency 

Financial Statements Compliance 

The design or operation of a 

control does not allow 

management or employees, in 

the normal course of 

performing their assigned 

functions, to prevent, or detect 

and correct, misstatements on 

a timely basis. 

The design or operation of a 

control over compliance does 

not allow management or 

employees, in the normal 

course of performing their 

assigned functions, to prevent, 

or detect and correct, 

noncompliance on a timely 

basis. 



Internal Control 
Material Weakness 

Financial Statements Compliance 

Deficiency, or combination of 

deficiencies, such that there is 

a reasonable possibility that a 

material misstatement of the 

entity’s financial statements 

will not be prevented, or 

detected and corrected, on a 

timely basis. 

Deficiency, or combination of 

deficiencies, such that there is 

a reasonable possibility that 

material noncompliance with a 

compliance requirement will 

not be prevented, or detected 

and corrected, on a timely 

basis. 



Internal Control 
Significant Deficiency 

Financial Statements Compliance 

Deficiency, or combination of 

deficiencies, that is less severe 

than a material weakness yet 

important enough to merit 

attention by those charged 

with governance. 

Deficiency, or combination of 

deficiencies, that is less severe 

than a material weakness, yet 

important enough to merit 

attention by those charged 

with governance. 



Key Parts of the Report 

Independent Auditors’ Report 
 

Report on Internal Control over Financial Reporting and on 

Compliance and Other Matters Based on an Audit of 

Financial Statements Performed in Accordance with 

Government Auditing Standards 
 

Report on Compliance for Each Major Federal Program and 

Report on Internal Control over Compliance Required by 

OMB Circular A-133 
 

Schedule of Findings and Questioned Costs 



Independent Auditors’ Report 



What to look for in the IAR 

• Opinion (or disclaimer of opinion) on the financial 

statements. 

– Unmodified opinion – “In our opinion, the …” 

– Qualified opinion – “In our opinion, except for …” 

– Adverse opinion – “In our opinion, because of …” 

– Disclaimer of opinion – “…we do not express an opinion 

on these financial statements.” 

• “Going concern” paragraph 



Going Concern 

• Continuation of an entity as a going concern is assumed in the 

absence of significant information to the contrary. 
 

• The inclusion of a “going concern” paragraph indicates there 

is substantial doubt about the entity’s ability to continue as a 

going concern for a reasonable period of time (one year 

beyond the date of the financial statements). 



Report on Internal Control 

Over Financial Reporting 



Report on Internal Control 

Over Financial Report 



What to look for in the Report on 

Internal Control Over Financial 

Reporting 

• Deficiencies in internal control 

– Issues affecting the reliability of the entity’s financial 

management system 

– Accounting weaknesses 

– Outdated or nonexistent policies and procedures 

• Noncompliance 

– Late submission of single audit reporting package 

(some IPAs include this as a finding in this report) 



Report on Compliance 



Report on Compliance 



What to look for in the Report on 

Compliance 

• Deficiencies in internal control 

– Expenditures without supporting documentation 

– Outdated or nonexistent policies and procedures 

– No segregation of duties 
 

• Noncompliance 

– Failure to minimize time between receipt and 

disbursement of federal funds 

– Subawarding and subcontracting without consideration of 

suspension and debarment 

– Late submission of required reports 

 



Schedule of Findings and 

Questioned Costs 

Summary of 

Audit Results 

Independent 

Auditors’ Report 

Report on IC Over 

Financial Reporting  

Report on 

Compliance 



Low-Risk Auditee 

• Determined by the auditor 

• Based on criteria found in A-133 §__.530 

• Indicates minimum amount of audit coverage 

– Does auditee qualify as a low-risk auditee? NO 

• Auditor must audit major programs with Federal expenditures 

that, in the aggregate, encompass at least 50% of total Federal 

expenditures. 

– Does auditee qualify as a low-risk auditee? YES 

• Auditor must audit major programs with Federal expenditures 

that, in the aggregate, encompass at least 25% of total Federal 

expenditures. 



Schedule of Findings and 

Questioned Costs 



Form SF-SAC 

(Data Collection Form) 



Form SF-SAC 

(Data Collection Form) 
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