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AUDIT REQUIREMENTS FAQ’S 
OVERVIEW 

When you enter into agreements to provide goods and services to the US. Government, you must follow 
government acquisition and assistance guidance and regulations for audits.  USAID assesses and 
manages the audit requirements for non-profit and for-profit organization compliance with these 
regulations: 

Federal Acquisition Regulation (FAR) 

2 CFR 200 2 CFR 200, Part 200 - UNIFORM ADMINISTRATIVE REQUIREMENTS, Subpart F, Audit 
Requirements (2 CFR 200) 

ADS 591maa,USAID Financial Audit Guide for Foreign Organizations (RCA) 

Frequently Asked Questions: 

• Question: How many different types of audits are there?

Annual Audits: 
Incurred Cost – For Profit U.S. Based 
Single Audit – Non-Profit U.S. Based 
Recipient Contracted Audits- Non-US Based 
Agreed upon procedures Non-Profit and For profit 

Accounting System: 
For-profit and not for profit – every 5 years, when a new accounting system is implemented, or 

if there is a significant change in accounting practices. 

Disclosure Statement: 
FAR 30.202-7 Determinations. 

(a) Adequacy determination. (1) As prescribed by 48 CFR 9903.202-6, the auditor shall-
(i) Conduct a review of the Disclosure Statement to ascertain whether it is current, accurate,

and complete; and 

(ii) Report the results to the CFAO.

(2) The CFAO shall determine if the Disclosure Statement adequately describes the contractor’s
cost accounting practices. Also, the CFAO shall- 

(i) If the Disclosure Statement is adequate, notify the contractor in writing, and provide a copy
to the auditor with a copy to the contracting officer if the proposal triggers submission of a Disclosure 
Statement. 
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                (ii) If the Disclosure Statement is inadequate, notify the contractor of the inadequacies and 
request a revised Disclosure Statement. 
 
           (3) Generally, the CFAO should furnish the contractor notification of adequacy or inadequacy 
within 30 days after the CFAO receives the Disclosure Statement. 
 
      (b) Compliance determination. (1) After the notification of adequacy, the auditor shall- 
                (i) Conduct a detailed compliance review to ascertain whether or not the disclosed practices 
comply with CAS and part 31, as applicable; and (ii) Advise the CFAO of the results. 
 
           (2) The CFAO shall make a determination of compliance or take action regarding a report of 
alleged noncompliance in accordance with 30.605(b).  Such action should include requesting a revised 
Disclosure Statement that corrects the CAS noncompliance. Noncompliance with part 31 shall be 
processed separately. 
 
48 CFR § 9903.202-1 - General requirements. 
A Disclosure Statement is a written description of a contractor's cost accounting practices and 
procedures. The submission of a new or revised Disclosure Statement is not required for any non-CAS-
covered contract or from any small business concern. 
 
Any business unit that is selected to receive a CAS-covered contract or subcontract of $50 million or 
more shall submit a Disclosure Statement before award. 
 
Any company which, together with its segments, received net awards of negotiated prime contracts and 
subcontracts subject to CAS totaling $50 million or more in its most recent cost accounting period, must 
submit a Disclosure Statement before award of its first CAS-covered contract in the immediately 
following cost accounting period. However, if the first CAS-covered contract is received within 90 days of 
the start of the cost accounting period, the contractor is not required to file until the end of 90 days. 
 
When a Disclosure Statement is required, a separate Disclosure Statement must be submitted for each 
segment whose costs included in the total price of any CAS-covered contract or subcontract exceed the 
Truth in Negotiations Act (TINA) threshold, as adjusted for inflation (41 U.S.C. 1908 and 41 U.S.C. 
1502(b)(1)(B)) unless 
 
(i) The contract or subcontract is of the type or value exempted by 9903.201-1 or 
 
(ii) In the most recently completed cost accounting period the segment's CAS-covered awards are less 
than 30 percent of total segment sales for the period and less than $10 million. 
 
(d) Each corporate or other home office that allocates costs to one or more disclosing segments 
performing CAS-covered contracts must submit a Part VIII of the Disclosure Statement. 
 
(e) Foreign contractors and subcontractors who are required to submit a Disclosure Statement may, in 
lieu of filing a Form No CASB-DS-1, make disclosure by using a disclosure form prescribed by an agency 
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of its Government, provided that the Cost Accounting Standards Board determines that the information 
disclosed by that means will satisfy the objectives of Public Law 100-679. The use of alternative forms 
has been approved for the contractors of the following countries: 
 
(1) Canada. 
(2) Federal Republic of Germany. 
(3) United Kingdom. 
 
Educational institutions - disclosure requirements. 
 
(1) Educational institutions receiving contracts subject to the CAS specified in part 9905 are subject to 
the requirements of 9903.202, except that completed Disclosure Statements are required in the 
following circumstances. 
 
(2) Basic requirement. For CAS-covered contracts placed on or after January 1, 1996, completed 
Disclosure Statements are required as follows: 
 
(i) Any business unit of an educational institution that is selected to receive a CAS-covered contract or 
subcontract in excess of the Truth in Negotiations Act (TINA) threshold, as adjusted for inflation (41 
U.S.C. 1908 and 41 U.S.C. 1502(b)(1)(B)), and is part of a college or university location listed in Exhibit A 
of Office of Management and Budget (OMB) Circular A-21 shall submit a Disclosure Statement before 
award. A Disclosure Statement is not required; however, if the listed entity can demonstrate that the 
net amount of Federal contract and financial assistance awards received during its immediately 
preceding cost accounting period was less than $25 million. 
 
(ii) Any business unit that is selected to receive a CAS-covered contract or subcontract of $25 million or 
more shall submit a Disclosure Statement before award. 
 
(iii) Any educational institution which, together with its segments, received net awards of negotiated 
prime contracts and subcontracts subject to CAS totaling $25 million or more in its most recent cost 
accounting period, of which, at least one award exceeded $1 million, must submit a Disclosure 
Statement before award of its first CAS-covered contract in the immediately following cost accounting 
period. However, if the first CAS-covered contract is received within 90 days of the start of the cost 
accounting period, the institution is not required to file until the end of 90 days. 
 
Agreed upon Procedures: 
No specific timing completed as needed. 
 
USAID is concerned with identifying and evaluating all activities that either contribute to, or have an 
impact on, proposed or incurred costs of Government contracts.  
 
USAID evaluates contractors' financial policies, procedures, and internal controls. USAID also performs 
audits that identify opportunities for contractors to reduce or avoid costs (operations audits). 
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• Question: Can I undergo more than one audit at a time? 
 

For Profit  

FAR.215-2  Standard Provision 
(a) As used in this clause, "records" includes books, documents, accounting procedures and practices, 
and other data, regardless of type and regardless of whether such items are in written form, in the form 
of computer data, or in any other form. 

 (b) Examination of costs. If this is a cost-reimbursement, incentive, time-and-materials, labor-hour, or 
price redeterminable contract, or any combination of these, the Contractor shall maintain and the 
Contracting Officer, or an authorized representative of the Contracting Officer, shall have the right to 
examine and audit all records and other evidence sufficient to reflect properly all costs claimed to have 
been incurred or anticipated to be incurred directly or indirectly in performance of this contract. This 
right of examination shall include inspection at all reasonable times of the Contractor’s plants, or parts 
of them, engaged in performing the contract. 

Your project is subject to annual audit for every fiscal year you receive funds from USAID regardless of 
the value of the award. 

These annual audits may occur mor than once in a fiscal year due to scheduling by the auditors, not the 
CO or COR. 

The incurred cost submission (ICS), required for audits, is due to USAID within six months of the end of 
the organization’s fiscal year.  USAID will contract with external auditors to conduct the incurred cost 
submission once received.   

• If your submission is late, you may be audited more than once in a one year period. 
• If you have not received an audit in two or more years, you may be audited mor than once in a 

one year period. 
• USAID funding of audits may result in multiple audits in a one year time period 

FAR PART 42 - CONTRACT ADMINISTRATION AND AUDIT SERVICES 
 
Not for Profit:  

 Standard Provision 303.maa 
§200.503   Relation to other audit requirements. 

A Federal agency, Inspectors General, or GAO may conduct or arrange for additional audits which are 
necessary to carry out its responsibilities under Federal statute or regulation.  The provisions of this part 
do not authorize any non-Federal entity to constrain, in any manner, such Federal agency from carrying 
out or arranging for such additional audits, except that the Federal agency must plan such audits to not 
be duplicative of other audits of Federal awards.  Prior to commencing such an audit, the Federal agency 
or pass-through entity must review the Federal Audit Clearinghouse (FAC) for recent audits submitted by 
the non-Federal entity, and to the extent such audits meet a Federal agency or pass-through entity's 
needs, the Federal agency or pass-through entity must rely upon and use such audits.  Any additional 
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audits must be planned and performed in such a way as to build upon work performed, including the 
audit documentation, sampling, and testing already performed, by other auditors. 
 

• Question: Why am I being audited if my USAID award is under the SAT? 

For Profit  

FAR.215-2  Standard Provision 
(a) As used in this clause, "records" includes books, documents, accounting procedures and practices, 
and other data, regardless of type and regardless of whether such items are in written form, in the form 
of computer data, or in any other form. 

 (b) Examination of costs. If this is a cost-reimbursement, incentive, time-and-materials, labor-hour, or 
price redeterminable contract, or any combination of these, the Contractor shall maintain and the 
Contracting Officer, or an authorized representative of the Contracting Officer, shall have the right to 
examine and audit all records and other evidence sufficient to reflect properly all costs claimed to have 
been incurred or anticipated to be incurred directly or indirectly in performance of this contract. This 
right of examination shall include inspection at all reasonable times of the Contractor’s plants, or parts 
of them, engaged in performing the contract. 

  
Your project is subject to annual audit for every fiscal year you receive funds from USAID regardless of 
the value of the award. 

FAR PART 42 - CONTRACT ADMINISTRATION AND AUDIT SERVICES 
 

Non-Profit: 

• Not for Profit:  Standard Provision 303.maa 

§200.501   Audit requirements. 
d) Exemption when Federal awards expended are less than $750,000. A non-Federal entity that expends 
less than $750,000 during the non-Federal entity's fiscal year in Federal awards is exempt from Federal 
audit requirements for that year, except as noted in §200.503, but records must be available for review 
or audit by appropriate officials of the Federal agency, pass-through entity, and Government 
Accountability Office (GAO). 

§ 200.503 Relation to other audit requirements. 

(a) An audit conducted in accordance with this part must be in lieu of any financial audit of Federal 
awards which a non-Federal entity is required to undergo under any other Federal statute or 
regulation.  To the extent that such audit provides a Federal agency with the information it requires to 
carry out its responsibilities under Federal statute or regulation, a Federal agency must rely upon and 
use that information.  

(b) Notwithstanding subsection (a), a Federal agency, Inspectors General, or GAO may conduct or 
arrange for additional audits which are necessary to carry out its responsibilities under Federal statute 

https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=081a194046528468942c369470c2966a&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=081a194046528468942c369470c2966a&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=e70d4d5b3d21f635ea2aec391214bde6&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
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or regulation.  The provisions of this part do not authorize any non-Federal entity to constrain, in any 
manner, such Federal agency from carrying out or arranging for such additional audits, except that 
the Federal agency must plan such audits to not be duplicative of other audits of Federal awards. Prior 
to commencing such an audit, the Federal agency or pass-through entity must review the FAC for recent 
audits submitted by the non-Federal entity, and to the extent such audits meet a Federal 
agency or pass-through entity's needs, the Federal agency or pass-through entity must rely upon and 
use such audits. Any additional audits must be planned and performed in such a way as to build upon 
work performed, including the audit documentation, sampling, and testing already performed, by other 
auditors. 

(c) The provisions of this part do not limit the authority of Federal agencies to conduct, or arrange for 
the conduct of, audits and evaluations of Federal awards, nor limit the authority of any Federal 
agency Inspector General or other Federal official. For example, requirements that may be applicable 
under the FAR or CAS and the terms and conditions of a cost-reimbursement contract may include 
additional applicable audits to be conducted or arranged for by Federal agencies. 

• Question: I was just audited last year, 6 months ago, etc. Why am I being audited again? 
 

For Profit  

FAR.215-2 Standard Provision 
(a) As used in this clause, "records" includes books, documents, accounting procedures and practices, 
and other data, regardless of type and regardless of whether such items are in written form, in the form 
of computer data, or in any other form. 

 (b) Examination of costs. If this is a cost-reimbursement, incentive, time-and-materials, labor-hour, or 
price redeterminable contract, or any combination of these, the Contractor shall maintain and the 
Contracting Officer, or an authorized representative of the Contracting Officer, shall have the right to 
examine and audit all records and other evidence sufficient to reflect properly all costs claimed to have 
been incurred or anticipated to be incurred directly or indirectly in performance of this contract. This 
right of examination shall include inspection at all reasonable times of the Contractor’s plants, or parts 
of them, engaged in performing the contract. 

Your project is subject to annual audit for every fiscal year you receive funds from USAID regardless of 
the value of the award. 

These annual audits may occur mor than once in a fiscal year due to scheduling by the auditors, not the 
CO or COR. 

For-profit: 

The incurred cost submission (ICS), required for audits, is due to USAID within six months of the end of 
the organization’s fiscal year.  USAID will contract with external auditors to conduct the incurred cost 
submission once received.   

• If your submission is late, you may be audited more than once in a one year period. 

https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=e70d4d5b3d21f635ea2aec391214bde6&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=bd068de301925928a02adc6fab1b1d02&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=e167411344d06b4ff033b631c8ff3a76&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=e70d4d5b3d21f635ea2aec391214bde6&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=bd068de301925928a02adc6fab1b1d02&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=bd068de301925928a02adc6fab1b1d02&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b467b6bef43ffc6a4d3fc9c56efe37f3&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=dad614c8a49266d2767ab3a834546ad5&term_occur=999&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:F:Subjgrp:43:200.503
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• If you have not received an audit in two or more years, you may be audited mor than once in a 
one year period. 

USAID FUNDING OF AUDITS MAY RESULT IN MULTIPLE AUDITS IN A ONE YEAR TIME PERIOD 
 

FAR 42.102 Assignment of contract audit services. 

As provided in agency procedures or interagency agreements, contracting officers may request audit 
services directly from the responsible audit agency cited in the Directory of Federal Contract Audit 
Offices. The audit request should include a suspense date and should identify any information needed 
by the contracting officer. 
52.216-7 Allowable Cost and Payment 
Final annual indirect cost rates and the appropriate bases shall be established in accordance 
with subpart  42.7 of the Federal Acquisition Regulation (FAR) in effect for the period covered by the 
indirect cost rate proposal. 
The Contractor shall submit an adequate final indirect cost rate proposal to the Contracting Officer (or 
cognizant Federal agency official) and auditor within the 6-month period following the expiration of 
each of its fiscal years. Reasonable extensions, for exceptional circumstances only, may be requested in 
writing by the Contractor and granted in writing by the Contracting Officer. The Contractor shall support 
its proposal with adequate supporting data. 
FAR 31.201-2 Determining allowability. 
A contractor is responsible for accounting for costs appropriately and for maintaining records, including 
supporting documentation, adequate to demonstrate that costs claimed have been incurred, are 
allocable to the contract, and comply with applicable cost principles in this subpart and agency 
supplements. The contracting officer may disallow all or part of a claimed cost that is inadequately 
supported. 
 
Non-Profit: 

•   Standard Provision 303.maa 

§200.501   Audit requirements. 
A Federal agency, Inspectors General, or GAO may conduct or arrange for additional audits which are 
necessary to carry out its responsibilities under Federal statute or regulation.  The provisions of this part 
do not authorize any non-Federal entity to constrain, in any manner, such Federal agency from carrying 
out or arranging for such additional audits, except that the Federal agency must plan such audits to not 
be duplicative of other audits of Federal awards.  Prior to commencing such an audit, the Federal agency 
or pass-through entity must review the Federal Audit Clearinghouse (FAC) for recent audits submitted by 
the non-Federal entity, and to the extent such audits meet a Federal agency or pass-through entity's 
needs, the Federal  

agency or pass-through entity must rely upon and use such audits.  Any additional audits must be 
planned and performed in such a way as to build upon work performed, including the audit 
documentation, sampling, and testing already performed, by other auditors. 

https://www.acquisition.gov/far/part-42#FAR_Subpart_42_7
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§200.504   Frequency of audits. 
Except for the provisions for biennial audits provided in paragraphs (a) and (b) of this section, 

audits required by this part must be performed annually. Any biennial audit must cover both years 
within the biennial period. 

(a) A state, local government, or Indian tribe that is required by constitution or statute, in effect on 
January 1, 1987, to undergo its audits less frequently than annually, is permitted to undergo its audits 
pursuant to this part biennially. This requirement must still be in effect for the biennial period. 

(b) Any nonprofit organization that had biennial audits for all biennial periods ending between July 
1, 1992, and January 1, 1995, is permitted to undergo its audits pursuant to this part biennially. 

• Question: I don’t have a NICRA, how does this impact my audit process? 

All costs both direct and indirect costs, whether or not you have a Negotiated Indirect cost Rate 
Agreement (NICRA), are subject to annual audits. 

 
If you do not have a NICRA, your direct costs are still subject to the audit process.  If you have indirect 
costs, and begin using an indirect rate, you are responsible for submitting indirect cost rate proposal to 
USAID for audit and subsequent negotiation 

For Profit  

• Question: Can you please explain how the fiscal year and anniversary of my award impact 
audits? 

For-Profit and Non-Profit 

Annual Federal and incurred Cost Audits and are conducted on the organization’s fiscal year.  The cost 
incurred on contracts/grants/cooperative agreements that are active during the fiscal year are included 
in the annual audit. 

 
Projects are subject to annual audit for every fiscal year US Federal funds are received 

• Question: I don’t want to be audited, can I object or delay the audit? May I request a waiver 
and not participate in the audit process? 

 
For Profit  

FAR.215-2  Standard Provision 
(a) As used in this clause, "records" includes books, documents, accounting procedures and practices, 
and other data, regardless of type and regardless of whether such items are in written form, in the form 
of computer data, or in any other form. 

 (b) Examination of costs. If this is a cost-reimbursement, incentive, time-and-materials, labor-hour, or 
price redeterminable contract, or any combination of these, the Contractor shall maintain and the 
Contracting Officer, or an authorized representative of the Contracting Officer, shall have the right to 
examine and audit all records and other evidence sufficient to reflect properly all costs claimed to have 
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been incurred or anticipated to be incurred directly or indirectly in performance of this contract. This 
right of examination shall include inspection at all reasonable times of the Contractor’s plants, or parts 
of them, engaged in performing the contract. 

Your project is subject to annual audit for every fiscal year you receive funds from. 
FAR Part 42 - Contract Administration and Audit Services  

FAR Subpart 4.7, Subpart 4.7 - Contractor Records Retention 
Requires contractors to make available records, which includes books, documents, accounting 
procedures and practices, and other data, regardless of type and regardless of whether such items are in 
written form, in the form of computer data, or in any other form, and other supporting evidence to 
satisfy contract negotiation, administration, and audit requirements of the contracting agencies and the 
Comptroller General. 
 
Non-Profit  

Standard Provision 303.maa 

§200.508   Auditee responsibilities. 
The auditee must 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. 

• Question: I don’t have a great relationship with my CO (or COR), I think they are throwing my 
name in the hat to undergo frequent audits and as a result, I am being unfairly targeted by 
undergoing numerous audits at once. Can you please help me?   

  
For Profit  

FAR.215-2  Standard Provision 
(a) As used in this clause, "records" includes books, documents, accounting procedures and practices, 
and other data, regardless of type and regardless of whether such items are in written form, in the form 
of computer data, or in any other form. 

 (b) Examination of costs. If this is a cost-reimbursement, incentive, time-and-materials, labor-hour, or 
price redeterminable contract, or any combination of these, the Contractor shall maintain and the 
Contracting Officer, or an authorized representative of the Contracting Officer, shall have the right to 
examine and audit all records and other evidence sufficient to reflect properly all costs claimed to have 
been incurred or anticipated to be incurred directly or indirectly in performance of this contract. This 
right of examination shall include inspection at all reasonable times of the Contractor’s plants, or parts 
of them, engaged in performing the contract. 

 
Your relationship with your CO or COR has no impact on the audit process.  If you receive Federal Funds, 
you are subject to annual audits.  These annual audits may occur mor than once in a fiscal year due to 
scheduling by the auditors, not the CO or COR. 

https://www.acquisition.gov/far/part-4#FAR_Subpart_4_7
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52.216-7 Allowable Cost and Payment 

The incurred cost submission (ICS), required for audits, is due to USAID within six months of the end of 
the organization’s fiscal year.  USAID will contract with external auditors to conduct the incurred cost 
submission once received.   

• If your submission is late, you may be audited more than once in a one year period. 
• If you have not received an audit in two or more years, you may be audited mor than once in a 

one year period. 
• USAID funding of audits may result in multiple audits in a one year time period. 
• Can my CO (or COR) request that I be placed on the list for audit? 

For Profit  

FAR.215-2  Standard Provision 
(a) As used in this clause, "records" includes books, documents, accounting procedures and practices, 
and other data, regardless of type and regardless of whether such items are in written form, in the form 
of computer data, or in any other form. 

 (b) Examination of costs. If this is a cost-reimbursement, incentive, time-and-materials, labor-hour, or 
price redeterminable contract, or any combination of these, the Contractor shall maintain and the 
Contracting Officer, or an authorized representative of the Contracting Officer, shall have the right to 
examine and audit all records and other evidence sufficient to reflect properly all costs claimed to have 
been incurred or anticipated to be incurred directly or indirectly in performance of this contract. This 
right of examination shall include inspection at all reasonable times of the Contractor’s plants, or parts 
of them, engaged in performing the contract. 

Your relationship with your CO or COR has no impact on the audit process.  If you receive Federal Funds, 
you are subject to annual audits.  These annual audits may occur mor than once in a fiscal year due to 
scheduling by the auditors, not the CO or COR. 

For-profit: 

FAR 52.216-7, Allowable Cost and Payment 
d) Final indirect cost rates.  

(1) Final annual indirect cost rates and the appropriate bases shall be established in accordance 
with subpart  42.7 of the Federal Acquisition Regulation (FAR) in effect for the period covered by the 
indirect cost rate proposal. 

           (2)(i) The Contractor shall submit an adequate final indirect cost rate proposal to the 
Contracting Officer (or cognizant Federal agency official) and auditor within the 6-month period 
following the expiration of each of its fiscal years. Reasonable extensions, for exceptional circumstances 
only, may be requested in writing by the Contractor and granted in writing by the Contracting Officer. 
The Contractor shall support its proposal with adequate supporting data. 

USAID will contract with external auditors to conduct the incurred cost submission once received.   

• If your submission is late, you may be audited more than once in a one year period. 

https://www.acquisition.gov/far/part-42#FAR_Subpart_42_7
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• If you have not received an audit in two or more years, you may be audited mor than once in a 
one year period. 

• USAID funding of audits may result in multiple audits in a one year time period. 

If you receive U.S. Federal Funding you are subject to annual audit. 

If the CO or COR has reason to request additional audit work above the scope and requirements of the 
annual audit, she/he can request that additional audit work outside of the annual incurred cost audit be 
conducted. 

FAR 42.102 Assignment of contract audit services. 

      (a) As provided in agency procedures or interagency agreements, contracting officers may request 
audit services directly from the responsible audit agency cited in the Directory of Federal Contract Audit 
Offices. The audit request should include a suspense date and should identify any information needed 
by the contracting officer. 

      (b) The responsible audit agency may decline requests for services on a case-by-case basis, if 
resources of the audit agency are inadequate to accomplish the tasks. Declinations shall be in writing. 

• Question: How are partners identified for audit? 

For Profit  

FAR.215-2  Standard Provision 
Your contract(s) is/are subject to annual audit for every fiscal year you receive federal funds from USAID. 

FAR PART 42 - CONTRACT ADMINISTRATION AND AUDIT SERVICES 
  
Non-Profit  

Standard Provision 303.maa 
§200.501   Audit requirements. 

(a) Audit required. A non-Federal entity that expends $750,000 or more during the non-Federal 
entity's fiscal year in Federal awards must have a single or program-specific audit conducted for that 
year in accordance with the provisions of this part. 

(b) Single audit. A non-Federal entity that expends $750,000 or more during the non-Federal 
entity's fiscal year in Federal awards must have a single audit conducted in accordance with §200.514 
except when it elects 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 statutes, regulations, or the terms and 
conditions of the Federal award do not require a financial statement audit of the auditee, the auditee 
may elect to have a program-specific audit conducted in accordance with §200.507. 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 



 

AUDIT FAQ’S      12 

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 $750,000. A non-Federal entity that 
expends less than $750,000 during the non-Federal entity's fiscal year in Federal awards is exempt from 
Federal audit requirements for that year, except as noted in §200.503, but records must be available for 
review or audit by appropriate officials of the Federal agency, pass-through entity, and Government 
Accountability 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. 

(f) Subrecipients and contractors. An auditee may simultaneously be a recipient, a subrecipient, 
and a contractor. Federal awards expended as a recipient or a subrecipient are subject to audit under 
this part. The payments received for goods or services provided as a contractor are not Federal awards. 
Section §200.331 sets forth the considerations in determining whether payments constitute a Federal 
award or a payment for goods or services provided as a contractor. 

(g) Compliance responsibility for contractors. The auditee is responsible for ensuring compliance for 
procurement transactions which are structured such that the contractor is responsible for program 
compliance or the contractor's records must be reviewed to determine program compliance. Also, when 
these procurement transactions relate to a major program, the scope of the audit must include 
determining whether these transactions are in compliance with Federal statutes, regulations, and the 
terms and conditions of Federal awards. 

(h) For-profit subrecipient.  Methods to ensure compliance for Federal awards made to for-profit 
subrecipients may include pre-award audits, monitoring during the agreement, and post-award audits. 
See also §200.332. 
 
Not For-Profit: 

§200.508   Auditee responsibilities. 
The auditee must: 
(a) Procure or otherwise arrange for the audit required by this part in accordance 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 accordance with §200.510. 

(c) Promptly follow up and take corrective action on audit findings, including 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. 
§200.511   Audit findings follow-up. 

(a) General. The auditee is responsible for follow-up and corrective action on all audit findings. As 
part of this responsibility, the auditee must prepare a summary schedule of prior audit findings. The 
auditee must also prepare a corrective action plan for current year audit findings. The summary 
schedule of prior audit findings and the corrective action plan must include the reference numbers the 
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auditor assigns to audit findings under §200.516(c). Since the summary schedule may include audit 
findings from multiple years, it must include the fiscal year in which the finding initially occurred. The 
corrective action plan and summary schedule of prior audit findings must include findings relating to the 
financial statements which are required to be reported in accordance with GAGAS. 

(b) Summary schedule of prior audit findings. The summary schedule of prior audit findings must 
report the status of all audit findings included in the prior audit's schedule of findings and questioned 
costs. The summary schedule must also include audit findings reported in the prior audit's summary 
schedule of prior audit findings except audit findings listed as corrected in accordance with paragraph 
(b)(1) of this section, or no longer valid or not warranting further action in accordance with paragraph 
(b)(3) of this section. 

(c) Corrective action plan.  At the completion of the audit, the auditee must prepare, in a 
document separate from the auditor's findings described in §200.516, a corrective action plan to 
address each audit finding included in the current year auditor's reports. The corrective action plan must 
provide the name(s) of the contact person(s) responsible for corrective action, the corrective action 
planned, and the anticipated completion date. If the auditee does not agree with the audit findings or 
believes corrective action is not required, then the corrective action plan must include an explanation 
and specific reasons. 

 
For Profit: 

52.216-7 ALLOWABLE COST AND PAYMENT. 
(d) Final indirect cost rates.  
(1) Final annual indirect cost rates and the appropriate bases shall be established in accordance 

with subpart  42.7 of the Federal Acquisition Regulation (FAR) in effect for the period covered by the 
indirect cost rate proposal. 

(2)(i) The Contractor shall submit an adequate final indirect cost rate proposal to the Contracting 
Officer (or cognizant Federal agency official) and auditor within the 6-month period following the 
expiration of each of its fiscal years. Reasonable extensions, for exceptional circumstances only, may be 
requested in writing by the Contractor and granted in writing by the Contracting Officer. The Contractor 
shall support its proposal with adequate supporting data. 

    (ii) The proposed rates shall be based on the Contractor’s actual cost experience for that period. 
The appropriate Government representative and the Contractor shall establish the final indirect cost 
rates as promptly as practical after receipt of the Contractor’s proposal. 

     (iii) An adequate indirect cost rate proposal shall include the following data unless otherwise 
specified by the cognizant Federal agency official: 

(A) Summary of all claimed indirect expense rates, including pool, base, and calculated indirect 
rate. 

 (B) General and Administrative expenses (final indirect cost pool). Schedule of claimed expenses by 
element of cost as identified in accounting records (Chart of Accounts). 

(C) Overhead expenses (final indirect cost pool). Schedule of claimed expenses by element of cost 
as identified in accounting records (Chart of Accounts) for each final indirect cost pool. 

 (D) Occupancy expenses (intermediate indirect cost pool). Schedule of claimed expenses by 
element of cost as identified in accounting records (Chart of Accounts) and expense reallocation to final 
indirect cost pools. 

 (E) Claimed allocation bases, by element of cost, used to distribute indirect costs. 

https://www.acquisition.gov/far/part-42#FAR_Subpart_42_7
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(F) Facilities capital cost of money factors computation. 

 (G) Reconciliation of books of account (i.e., General Ledger) and claimed direct costs by major cost 
element. 

 (H) Schedule of direct costs by contract and subcontract and indirect expense applied at claimed 
rates, as well as a subsidiary schedule of Government participation percentages in each of the allocation 
base amounts. 

   (I) Schedule of cumulative direct and indirect costs claimed and billed by contract and 
subcontract. 

   (J) Subcontract information. Listing of subcontracts awarded to companies for which the 
contractor is the prime or upper-tier contractor (include prime and subcontract numbers; subcontract 
value and award type; amount claimed during the fiscal year; and the subcontractor name, address, and 
point of contact information). 

  (K) Summary of each time-and-materials and labor-hour contract information, including labor 
categories, labor rates, hours, and amounts; direct materials; other direct costs; and, indirect expense 
applied at claimed rates. 

   (L) Reconciliation of total payroll per IRS form 941 to total labor costs distribution. 
   (M) Listing of decisions/agreements/approvals and description of accounting/organizational 

changes. 
   (N) Certificate of final indirect costs (see 52.242-4, Certification of Final Indirect Costs). 
   (O) Contract closing information for contracts physically completed in this fiscal year (include 

contract number, period of performance, contract ceiling amounts, contract fee. 
 

FAR Subpart 4.7 Record Retention 

Requires contractors to make available records, which includes books, documents, accounting 
procedures and practices, and other data, regardless of type and regardless of whether such items are in 
written form, in the form of computer data, or in any other form, and other supporting evidence to 
satisfy contract negotiation, administration, and audit requirements of the contracting agencies and the 
Comptroller General. 

https://www.acquisition.gov/far/part-52#FAR_52_242_4

