
 
 
 
 
 

Federal Government Auditing 
Second Edition 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Edward F. Kearney  Jeffrey W. Green 
 Roldan Fernandez  David M. Zavada 



 

 
 

Table of Contents 
 
Preface ................................................................................................................................................... 1 
 
Chapter 1 – Background of Federal Auditing ....................................................................................... 1 

Learning Objectives ............................................................................................................................. 1 
Introduction.......................................................................................................................................... 1 
Auditing and Government .................................................................................................................... 2 
Auditing the Federal Government: Definition and Scope ....................................................................... 2 
Federal Auditing: Who Sets the Standards? ......................................................................................... 3 

American Institute of Certified Public Accountants ............................................................................ 4 
U.S. Government Accountability Office ............................................................................................. 4 
U.S. Office of Management and Budget ........................................................................................... 4 
OMB Circulars and Bulletins ............................................................................................................ 5 
Offices of Federal Inspectors General .............................................................................................. 5 

Types of Governmental Audits ............................................................................................................. 5 
Financial Audits ............................................................................................................................... 6 
Performance Audits ......................................................................................................................... 7 
Other Attest Engagements ............................................................................................................... 8 

Organization of the Book ..................................................................................................................... 8 
Part I: Background of Federal Auditing ............................................................................................. 9 
Part II: Federal Budgeting, Accounting, and Financial Statements .................................................... 9 
Part III: Auditing in the Federal Government ..................................................................................... 9 
Part IV: Nature of Selected Federal Audits ....................................................................................... 9 

Review Questions .............................................................................................................................. 11 
Review Answers ................................................................................................................................ 12 

 
Chapter 2 – Federal Audit Criteria ...................................................................................................... 14 

Learning Objectives ........................................................................................................................... 14 
Introduction........................................................................................................................................ 14 
The Constitution: “The Power of the Purse” ........................................................................................ 15 

Constitutional Financial Authority ................................................................................................... 15 
Federal Budget Defined ................................................................................................................. 16 
Congressional Authorizing Legislation ............................................................................................ 16 
Major Budget and Financial Management Laws ............................................................................. 16 

Anti-Deficiency Act: Cannot Spend More than Congress Provides ...................................................... 18 
The Act’s Objective ........................................................................................................................ 18 
Section 3679 Audit Considerations ................................................................................................. 18 
Noncompliance Consequences ...................................................................................................... 19 

Budget and Accounting Act of 1921 ................................................................................................... 19 
Audit and Examinations of the Government and Others.................................................................. 19 

Budget and Accounting Procedures Act of 1950: Strengthened Federal Financial Practices ............... 19 
Audit Principles and Standards ...................................................................................................... 20 

Supplemental Appropriations Act of 1951: Define the Legal Form for Federal Obligations .................. 20 
Impoundment Control Act of 1974: Congressional Budget Office, New Fiscal Year, and More ............ 20 

Other Provisions: New Budget Process, New Agency, New Fiscal Year ......................................... 21 
Inspector General Act of 1978 ............................................................................................................ 21 
Federal Managers’ Financial Integrity Act of 1982 .............................................................................. 22 
Single Audit Act of 1984: One Audit, Once a Year, By One Auditor .................................................... 22 

Historical Problems with Audits of Federal Grantees ...................................................................... 22 
Scope of a Single Audit, as Amended ............................................................................................ 23 
Working Papers: Access, Retention ............................................................................................... 23 
Single Audit Act: Application .......................................................................................................... 23 
Additional “Standards” for Single Audits ......................................................................................... 24 

Federal Credit Reform Act of 1990: Full Cost of Loans and Loan Guarantees Must Be Budgeted ....... 24 



Table of Contents 

ii 
 

Chief Financial Officers Act of 1990: Uniform Reporting, Agency CFOs, Annual Financial Statements, 
Independent Audits ............................................................................................................................ 25 

Concerns of Congress ................................................................................................................... 25 
Financial Policy and OMB .............................................................................................................. 25 
Agency CFOs and Deputy CFOs.................................................................................................... 26 
CFO Responsibilities ..................................................................................................................... 27 
Federal Financial Statements: Agency and Government-Wide ....................................................... 28 
Annual Independent Audits ............................................................................................................ 28 
CFO “Applicable Accounting Principles” ......................................................................................... 28 
The CFO Act: Other Changes ........................................................................................................ 29 

Government Performance and Results Act of 1993, Amended in 2010 ............................................... 29 
Need for the Act ............................................................................................................................. 29 
Definitions: For Comparable Communications of Results ............................................................... 30 

Federal Financial Management Improvement Act of 1996 .................................................................. 30 
FFMIA: Compliance Must Be Audited and Reported ....................................................................... 31 

Accountability for Tax Dollars Act of 2002 .......................................................................................... 32 
Improper Payment Information Act of 2002, Amended in 2010 and 2012 ............................................ 32 
Department of Homeland Security Financial Accountability Act of 2004 .............................................. 32 
Federal Funding Accountability and Transparency Act of 2006........................................................... 32 
Review Questions .............................................................................................................................. 33 
Review Answers ................................................................................................................................ 34 

 
Chapter 3 – Selected Issues in Federal Financial and Internal Control Reporting ........................... 36 

Learning Objectives ........................................................................................................................... 36 
Federal Financial Statements............................................................................................................. 36 

Federal Financial Reporting and Internal Control Today ................................................................. 36 
Accelerated Audit and Reporting Schedule .................................................................................... 37 
Assertions Relating to Internal Control over Financial Reporting ..................................................... 38 
Internal Controls Standards ............................................................................................................ 38 

An Emphasis on Internal Control over Financial Reporting ................................................................. 40 
Internal Controls: Reporting by Federal Agencies ............................................................................... 40 
Assessing Internal Control over Financial Reporting ........................................................................... 40 
OMB Internal Control Deficiencies ..................................................................................................... 47 
GAO’s Government Auditing Standards: No Audit of Internal Controls over Financial Reporting ......... 47 
Emerging Issues ................................................................................................................................ 48 

Achieving a Government-Wide Audit Opinion ................................................................................. 48 
Developing Information to Support Decision Making ....................................................................... 49 
Leveraging Technology to Audit More Effectively ........................................................................... 49 
Enhancing Financial Reporting ....................................................................................................... 51 

Review Questions .............................................................................................................................. 52 
Review Answers ................................................................................................................................ 53 

 
Chapter 4 – Accounting in the Federal Government .......................................................................... 57 

Learning Objectives ........................................................................................................................... 57 
The Federal Budget Process.............................................................................................................. 57 

Budget, Planning Years ................................................................................................................. 57 
Budget Cycle ..................................................................................................................................... 58 

Phase I: Budget Preparation Phase ............................................................................................... 58 
Phase II: Congressional Action Phase ............................................................................................ 60 
Phase III: Budget Execution Phase ................................................................................................ 61 

PPBS, ZBB, and MBO Budget Concepts............................................................................................ 63 
Planning, Programming, and Budgeting System ............................................................................. 63 

Federal Accounting: Process, Definitions, Transactions, Life Cycle .................................................... 64 
Basis for Federal Accounting ......................................................................................................... 67 
Budgetary Accounting .................................................................................................................... 68 
Fund Accounting ............................................................................................................................ 68 



Table of Contents 

iii 
 

Nature of Congressional Authorizations and Appropriations ........................................................... 68 
Nature of Congressional Allocations................................................................................................... 69 
Nature of an OMB Apportionment ...................................................................................................... 69 
Nature of Federal Entity Allotments .................................................................................................... 69 
Nature of Federal Allowances ............................................................................................................ 70 
Nature of Federal Obligations ............................................................................................................ 70 

Legal Form for Federal Obligation .................................................................................................. 70 
Other Conditions for Obligations .................................................................................................... 70 
Recording Obligations .................................................................................................................... 71 
Nature of Expenditures .................................................................................................................. 71 

Proprietary Accounting ....................................................................................................................... 72 
Accrual Accounting ........................................................................................................................ 72 
Accounting for Assets .................................................................................................................... 73 
Accounting for Liabilities ................................................................................................................ 73 
Accounting for Revenues or Receipts............................................................................................. 73 
Accounting for Expenses ............................................................................................................... 73 
Accounting for Costs ...................................................................................................................... 73 
Accounting for Disbursements........................................................................................................ 74 

Review Questions .............................................................................................................................. 75 
Review Answers ................................................................................................................................ 77 

 
Chapter 5 – Federal Financial Statements .......................................................................................... 79 

Learning Objectives ........................................................................................................................... 79 
Introduction to Federal Financial Statements ...................................................................................... 79 
Historical Emphasis of Federal Financial Reporting ............................................................................ 79 
Hierarchy of Accounting Principles for Federal Entities ....................................................................... 79 
Federal Government’s Accounting Hierarchy ..................................................................................... 80 
Federal Reporting Entity .................................................................................................................... 81 

Limitations of Appropriation, Cash Basis Accounting ...................................................................... 81 
Breadth of Federal Entity Accountability ......................................................................................... 81 

Reporting By Departments, Agencies, and the Government as a Whole ............................................. 82 
Performance and Accountability Reports ........................................................................................ 82 
Government Corporations .............................................................................................................. 83 

Federal Financial Statements............................................................................................................. 84 
Balance Sheet (Statement of Financial Position) ............................................................................ 84 
Statement of Net Cost .................................................................................................................... 88 
Statement of Changes in Net Position ............................................................................................ 88 
Statement of Budgetary Resources ................................................................................................ 93 
Statement of Custodial Activity ....................................................................................................... 96 
Statement of Social Insurance and Statement of Changes in Social Insurance Amounts ................ 97 
Management’s Discussion and Analysis ......................................................................................... 99 
Required Supplementary Stewardship Information ......................................................................... 99 

Government-Wide Financial Statements .......................................................................................... 100 
Format of Consolidated U.S. Statements...................................................................................... 100 
Content of Consolidated U.S. Statements .................................................................................... 100 
Basis of Accounting for U.S. Statements ...................................................................................... 100 
Financial Reporting Checklist ....................................................................................................... 101 

Review Questions ............................................................................................................................ 102 
Review Answers .............................................................................................................................. 104 

 
Chapter 6 – Evolving Guidance ........................................................................................................ 109 

Learning Objectives ......................................................................................................................... 109 
Introduction...................................................................................................................................... 109 
2006 Standards ............................................................................................................................... 110 

SAS 102: Setting the Stage for the Risk Assessment Standards (SASs 104–111): Thou Shall . . . 110 



Table of Contents 

iv 
 

SAS 103: Setting the Stage for the Risk Assessment Standards (SASs 104–111): Can Anyone 
Follow What You Are Doing? and It’s Not Over Until It’s Over ...................................................... 112 
SAS 104 through SAS 111: The Risk Assessment Standards: Shouldn’t We Have Been Doing This 
All Along? .................................................................................................................................... 112 

Recent Developments in Federal Guidance ..................................................................................... 117 
GAO’s Yellow Book Standards ..................................................................................................... 117 
GAO’s Financial Audit Manual...................................................................................................... 117 
OMB’s Audit Requirements for Federal Financial Statements (Bulletins 06-03 and 07-04) ............ 118 

Review Questions ............................................................................................................................ 121 
Review Answers .............................................................................................................................. 123 

 
Chapter 7 – The Federal Audit Model ............................................................................................... 125 

Learning Objectives ......................................................................................................................... 125 
Introduction...................................................................................................................................... 125 
Audit Checklists and Models ............................................................................................................ 125 
Federal Audit Model ......................................................................................................................... 126 
Phases of Federal Audits ................................................................................................................. 126 

Phase I: Planning the Audit .......................................................................................................... 127 
Phase II: Understand and Evaluate Internal Controls .................................................................... 127 
Phase III: Test Controls, Transactions, Account, and Account Groups .......................................... 128 
Phase IV: Reporting Audit Conclusions, Audit Results, and the Auditor’s Opinion ......................... 128 

Government Auditing Standards: Not Stand-Alone Standards .......................................................... 129 
Management’s Assertions ................................................................................................................ 135 
Audit Tests, Procedures, and Activities ............................................................................................ 136 
Audit Evidence................................................................................................................................. 138 
Sampling ......................................................................................................................................... 138 
Materiality ........................................................................................................................................ 139 

Accounting Materiality Defined ..................................................................................................... 139 
Pervasiveness of Materiality ......................................................................................................... 140 
Qualitative Materiality ................................................................................................................... 140 

Discreditable Acts ............................................................................................................................ 140 
Review Questions ............................................................................................................................ 141 
Review Answers .............................................................................................................................. 143 

 
Chapter 8 – Planning the Audit ......................................................................................................... 145 

Learning Objectives ......................................................................................................................... 145 
Introduction...................................................................................................................................... 145 
Planning to Fill the Knowledge Gaps ................................................................................................ 149 

Independent Accounting Firms Must Plan Even Faster ................................................................. 150 
Planning Phase: Do It Early, Do It Continuously ............................................................................... 150 
Audit Models, Audit Checklists: No Substitutes for Judgment ........................................................... 151 
Understand the Federal Auditee: Each Is Unique ............................................................................. 152 

Understand the Agency—Learn Its Business................................................................................ 152 
Assess the Agency’s Control Environment: Initiate Risk Analysis and Document an Audit  
    Strategy ................................................................................................................................... 152 

Audit Techniques and Sources of Information: How to Achieve an Understanding of the Agency ...... 153 
External Guidance: By Regulators and Standard Setters .............................................................. 153 
Internal Guidance: By Agency, Cabinet, and Subcomponents ...................................................... 154 
Audit and Consulting Reports and Working Papers ...................................................................... 154 
Internally Developed Documentation ............................................................................................ 154 
Historical and Interim Accounting Information ............................................................................... 154 
Management and Operating Personnel ........................................................................................ 155 
Circular A-123 Documentation ..................................................................................................... 156 
Audit Techniques: Documenting the Understanding ..................................................................... 156 

Put the Understanding to Use: Develop the Initial Audit Approach .................................................... 156 
Establishing Materiality: A Key Determination Requiring Audit Judgment ...................................... 156 



Table of Contents 

v 
 

Identifying Significant Accounts: Areas of Audit Significance and Potential Audit Issues ............... 157 
Establishing Rules of Engagement: Administering and Managing the Audit .................................. 158 

Audit Team Meetings: What Do We Think? ...................................................................................... 159 
Documenting the Planning Phase: Developing the Account Risk Analysis and the Audit  
    Strategy/Audit Plan ...................................................................................................................... 159 

Account Risk Analysis: How Are Things in the Back Office? ......................................................... 159 
Audit Strategy/Audit Plan: What’s Next and Why? ........................................................................ 160 

Document the Planning Phase: Gantt Chart the Audit Approach ...................................................... 162 
Appendix to Chapter 8 ..................................................................................................................... 164 

Specific Control Evaluation Worksheet ......................................................................................... 164 
Review Questions ............................................................................................................................ 169 
Review Answers .............................................................................................................................. 171 

 
Chapter 9 – Documenting Internal Controls ..................................................................................... 173 

Learning Objectives ......................................................................................................................... 173 
Introduction...................................................................................................................................... 173 
Internal Controls, Definitions, and Requirements .............................................................................. 173 
Internal Controls, a Historical Perspective ........................................................................................ 176 
Federal Standard Setters ................................................................................................................. 177 
Selected Federal Guidance .............................................................................................................. 179 

Laws of Congress ........................................................................................................................ 179 
Office of Management and Budget ............................................................................................... 181 
Government Accountability Office ................................................................................................ 182 

Internal Control Evaluation Requirements ........................................................................................ 182 
Documenting Internal Controls ......................................................................................................... 184 
Completing and Documenting the Auditor’s Understanding of Internal Controls ................................ 187 
Review Questions ............................................................................................................................ 188 
Review Answers .............................................................................................................................. 190 

 
Chapter 10 – Assessing and Evaluating Control Risks ................................................................... 192 

Learning Objectives ......................................................................................................................... 192 
Introduction...................................................................................................................................... 192 
Assess Control Risks ....................................................................................................................... 192 

Levels of Control Risks ................................................................................................................ 192 
Definitions and Classifications of Internal Control ......................................................................... 193 
Additional OMB Requirements ..................................................................................................... 194 
Identify Threats ............................................................................................................................ 195 
Identify Vulnerabilities .................................................................................................................. 195 
Evaluate Risk ............................................................................................................................... 196 

Assess Account-Level Risk .............................................................................................................. 196 
Define Internal Control Objectives ................................................................................................ 197 
Identify Accounting Processes and Affected Accounts .................................................................. 198 
Evaluate Account Risk ................................................................................................................. 198 

Develop Auditing Procedures ........................................................................................................... 198 
Oversight Guidance ..................................................................................................................... 198 
Develop Test of Relevant Internal Controls .................................................................................. 199 

Finalize and Document the Audit Approach ...................................................................................... 200 
Review Questions ............................................................................................................................ 203 
Review Answers .............................................................................................................................. 205 

 
Chapter 11 – Test of Controls, Transactions, and Accounts ........................................................... 207 

Learning Objectives ......................................................................................................................... 207 
Introduction...................................................................................................................................... 207 
Types of Tests ................................................................................................................................. 209 

Tests of Controls .......................................................................................................................... 209 
Substantive Tests ........................................................................................................................ 209 



Table of Contents 

vi 
 

Tests of Compliance with Laws and Regulations .......................................................................... 209 
Testing Internal Controls .................................................................................................................. 209 
How to Test Controls ....................................................................................................................... 210 
Walk-Throughs and Tests of Control ................................................................................................ 211 
Tests of Controls are not Effective Tests for Transaction Accuracy ................................................... 211 
Controls to Test and How................................................................................................................. 213 
Substantive Tests ............................................................................................................................ 215 

Validating Account Balances ........................................................................................................ 216 
Analytical Procedures .................................................................................................................. 216 

Audit Sampling ................................................................................................................................ 217 
Sampling Applications .................................................................................................................. 218 

Sampling Considerations ................................................................................................................. 218 
Ensure Completeness of the Universe ......................................................................................... 218 
Analyze the Universe ................................................................................................................... 219 
Relationship of Control Testing to Substantive Testing ................................................................. 220 
Statistical Sampling...................................................................................................................... 221 

Information Technology Considerations ........................................................................................... 222 
Outsourcing Accounting and Data Services...................................................................................... 223 
Review Questions ............................................................................................................................ 225 
Review Answers .............................................................................................................................. 227 

 
Chapter 12 – End-of-Audit, Quality Control, and Reporting Procedures ........................................ 229 

Learning Objectives ......................................................................................................................... 229 
Introduction...................................................................................................................................... 229 
Obtain Management and Legal Representation Letters .................................................................... 229 

Management Representation Letter(s) ......................................................................................... 229 
Legal Representation Letter(s) ..................................................................................................... 230 

Final Critique of Audit Plan, Programs, and Procedures ................................................................... 231 
Clean Opinion Not Guaranteed .................................................................................................... 232 

Audit Quality Control Review and Validation..................................................................................... 232 
Independence: Auditor and Audit Organization ............................................................................. 232 
Audit Documentation .................................................................................................................... 234 
Staff Assignment, Supervision, and Competence ......................................................................... 235 
Supervision .................................................................................................................................. 236 

Issuing the Independent Auditor’s Reports ....................................................................................... 237 
Auditor’s Report on Financial Statements ..................................................................................... 237 
Auditor’s Report on Internal Controls ............................................................................................ 239 
Auditor’s Report on Compliance ................................................................................................... 241 
Management Letters .................................................................................................................... 243 
Special-Purpose Reports ............................................................................................................. 243 

Appendix to Chapter 12 ................................................................................................................... 244 
Review Questions ............................................................................................................................ 250 
Review Answers .............................................................................................................................. 252 

 
Chapter 13 – Auditing and Evaluating Federal IT Systems ............................................................. 257 

Learning Objectives ......................................................................................................................... 257 
Introduction...................................................................................................................................... 257 
Understanding the Need for IT Security............................................................................................ 257 
Federal IT Audit Process.................................................................................................................. 257 

Phase I—Planning ....................................................................................................................... 259 
Audit Objectives ........................................................................................................................... 259 
Phase II—Testing ........................................................................................................................ 265 
Phase III—Reporting .................................................................................................................... 267 

Understanding Key Laws and Regulations on Information Security .................................................. 267 
Significant Federal Legislation...................................................................................................... 267 

Privacy and the Expanded Requirements in Federal IT Audits.......................................................... 274 



Table of Contents 

vii 
 

Privacy Acts and Guidance .......................................................................................................... 274 
OMB Circulars and Memoranda on Privacy .................................................................................. 276 
Methodologies and Standards ...................................................................................................... 277 
FISCAM ....................................................................................................................................... 278 
Business Process Application Controls ........................................................................................ 279 
Statement on Standards for Attestation Engagements (SSAE) No. 16 .......................................... 280 

Growing Demand for IT Audit and Information Assurance Services .................................................. 281 
Closing Thoughts ............................................................................................................................. 283 
Review Questions ............................................................................................................................ 284 
Review Answers .............................................................................................................................. 285 

 
Chapter 14 – Performance Audits ..................................................................................................... 286 

Learning Objectives ......................................................................................................................... 286 
Performance Auditing: Minimal Guidance, No Safe Harbors ............................................................. 286 

Performance Audits: Origin and Credits ....................................................................................... 286 
Performance Audits: Elusive Scopes, Changing Views over Years ............................................... 286 
Performance Audit Standards: General, Fieldwork, Reporting Standards ..................................... 287 

General Standards: Independence, Professional Judgment, Collective Competence, Quality  
    Control and Assurance................................................................................................................. 288 

Independence .............................................................................................................................. 288 
Professional Judgment................................................................................................................. 289 
Collective Competence of Audit Team .......................................................................................... 289 
Quality Control and Assurance ..................................................................................................... 289 

Fieldwork Standards: Planning, Supervision, Sufficient and Competent Evidence, Documentation ... 290 
Planning Performance Audits ....................................................................................................... 290 
Supervision of Performance Audits .............................................................................................. 290 
Obtaining Sufficient, Appropriate Evidence ................................................................................... 290 
Performance Audit Documentation ............................................................................................... 291 

Reporting Standards: Written Reports, Report Content, Quality Reporting, Report Distribution ......... 291 
Written Audit Reports ................................................................................................................... 291 
Content of Audit Reports .............................................................................................................. 291 
Distributing Audit Reports............................................................................................................. 291 

Structuring a Performance Audit: Interesting, Challenging, and not Without Risk .............................. 292 
Three “E” Audits: Audits for Economy, Efficiency, Effectiveness ................................................... 292 
Performance Audits: Different and, at Times, Elusive Criteria ....................................................... 292 

Overview of Performance Audit Process: Plan, Do, Review, Report ................................................. 298 
Orientation Phase: With Arrangers of Audit and Auditee ................................................................... 298 

Conduct a Survey: Understand the Auditee .................................................................................. 298 
Ad Hoc Database: Often Need One or More................................................................................. 299 

Review Risks and Issues: Winnow Down Audit Areas ...................................................................... 299 
Conduct the Audit: Get the Facts, Findings ...................................................................................... 300 
Report of Audit: Briefings and Interim and Final Reports .................................................................. 301 
Review Questions ............................................................................................................................ 302 
Review Answers .............................................................................................................................. 303 

 
Chapter 15 – Procurement Audits, Contract Audits, and Grant Audits .......................................... 305 

Learning Objectives ......................................................................................................................... 305 
Contract Audits ................................................................................................................................ 305 

Contracts Defined ........................................................................................................................ 305 
Contract Types ............................................................................................................................ 305 
Responsibility for Contracts .......................................................................................................... 307 

Federal Procurements ..................................................................................................................... 308 
Players ........................................................................................................................................ 308 
Process ....................................................................................................................................... 309 
Accounting ................................................................................................................................... 310 
Key Forms ................................................................................................................................... 311 



Table of Contents 

viii 
 

Procurement Audits ......................................................................................................................... 313 
Audits of Procurement Process .................................................................................................... 313 
External Contract Audits .............................................................................................................. 317 
Pricing Reviews ........................................................................................................................... 318 
Preaward Surveys........................................................................................................................ 318 
Postaward Surveys ...................................................................................................................... 318 
Audits of Direct and Other Contract Costs .................................................................................... 318 

OMB’s Compliance Audit Supplement .............................................................................................. 319 
Audit Issues ..................................................................................................................................... 319 

Allowable, Unallowable, Indirect Costs ......................................................................................... 319 
Allowable/Unallowable Cost Criteria ................................................................................................. 320 
Grant Audits .................................................................................................................................... 324 

Grants Defined............................................................................................................................. 324 
Grant Types ................................................................................................................................. 324 
Responsibility for Grants .............................................................................................................. 325 
Controls for Grants-in-Aid............................................................................................................. 326 
Events Requiring Accounting Entries............................................................................................ 328 
Cooperative Agreements ............................................................................................................. 330 
Audits of Federal Grants .............................................................................................................. 330 
Audits of Agency Management ..................................................................................................... 330 

Audits of Grantees ........................................................................................................................... 334 
Types of Grant Audits .................................................................................................................. 335 
Grant Audit Policies ..................................................................................................................... 336 
Allowable Costs Criteria ............................................................................................................... 337 
Tests of Federal Grant Compliance Policies and Regulations ....................................................... 339 

American Recovery and Reinvestment Act ...................................................................................... 341 
Review Questions ............................................................................................................................ 343 
Review Answers .............................................................................................................................. 345 

 
Chapter 16 – Attestation Reports...................................................................................................... 347 

Learning Objectives ......................................................................................................................... 347 
Introduction...................................................................................................................................... 347 
Attest Engagements ........................................................................................................................ 347 

Attestation Standards ................................................................................................................... 347 
Additional Government Standards in the Execution of Attestation Engagements .......................... 348 
Reports on Management’s Assertions .......................................................................................... 349 
Reports on Agreed-Upon Procedures........................................................................................... 353 
Reports on Internal Controls ........................................................................................................ 355 

Review Questions ............................................................................................................................ 357 
Review Answers .............................................................................................................................. 358 

 
Glossary ............................................................................................................................................. 359 
 
Index .................................................................................................................................................. 363 
 




