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What to Expect During a Single Audit SNAPP ¢ ASCF

Purpose and Audience

This guide explains exactlywhat happens during a Single Audit, what auditors test, and how to prepare —
written specifically for small rural Alaska municipalities with limited finance staff. A Single Audit can feel
overwhelming ifyou have never been through one. This guide walks you through each phase so thereareno
surprises.

What Is a Single Audit?

A Single Audit is actually two audits combined into one engagement:
1. Financial Statement Audit — Are your financial statements accurate and fairly presented?
2. Compliance Audit — Did you comply with the rules of your federal and state grant programs?

The compliance portion is what makes a Single Audit different from a regular financial audit. Auditors select your
largest grant programs and test whether you followed the grant rules for each one.

When a Single Audit Is Required

Federal: $1,000,000+ If your city expends $1,000,0000r more in federalawards in a single fiscal year,
a federal Single Audit is required under 2 CFR Part 200 Subpart F. (Threshold
updated from $750,000 effective October 2024.)

State of Alaska: $750,000+ If your city expends $750,000 or more in state financial assistance, a state
Single Audit may be required. Verify with the State of Alaska Division of
Legislative Audit.

Combined threshold Federal and state thresholds are calculated separately. You may trigger one,
the other, or both.

Below threshold Even if below the Single Audit threshold, all grant expenditures must be fully
documented and compliant. You are not exempt from grant rules — only from
the Single Audit itself.

Key Point

The Single Auditthreshold is based on total federal expenditures across ALL grants combined — not per grant. If
your city receives three federal grants totaling $1,100,000, a Single Audit is required even though no single grant
exceeds the threshold.
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Phase 1: Pre-Audit Preparation

This phase begins 6-8 weeks before audit fieldwork. Your goal is to assemble a complete, organized audit
file so the auditor can work efficiently.

What You Must Prepare

m Where to Find It Single Audit Significance

Schedule of Expenditures
of Federal Awards (SEFA)

Schedule of State
Financial Assistance (if
applicable)

Grantagreements and
amendments forall
programs

Grant expenditure reports
from QuickBooks

All drawdown requests
and FSRs submitted during
the year

Procurement
documentation for grant
purchases

Bank reconciliations (all12
months)

Payroll records, 941s, W-
2s

Prior year auditreport and
corrective action plan

Preparing the SEFA

City-prepared; lists all federal
programs, CFDA/ALN
numbers, and expenditures

City-prepared; same format as

SEFAbutfor state grants

Grant files

Reports >P&L by Class
(filtered by grant)

Grant files

Grant files >Subfolder G

Audit Folder>01

Audit Folder >02

Audit Folder >09

The most critical Single Audit document. The auditor
uses it to identify major programs for testing.

Required if state Single Audit threshold is met.

Auditor reviews terms, budgets, and special conditions
foreach major program.

Auditor tests whether QB records supportthe amounts
onthe SEFA and on reports submitted to grantors.

Auditor verifies reported amounts match QB and that
reports were submitted on time.

Auditor tests whether competitive procurement was
followed for major purchases.

Standard financial statement audit testing — required
regardless of Single Audit.

Auditor tests payroll charged to grants for proper
authorization and accuracy.

Auditor evaluates whether prior findings were
corrected.

The SEFA is the single most important document you prepare for a Single Audit. It lists every federal
program from which your city expended funds during the fiscal year.
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Federal grantor agency The federalagency providing the funds (e.g., Department of the Interior, HUD,
USDA)
Pass-through entity (if If funds came through the state or Borough, list the pass-through entity name

applicable)

Federal program name The official program name (e.g., National Petroleum Reserve — Alaska Impact

Grant Program)

CFDA / ALN number The Assistance Listing Number identifying the federal program (e.g., 15.427)
Pass-through ID number The identifying number assigned by the pass-through entity
Federal expenditures Total federal funds expended during the fiscal year for this program — must

match QuickBooks

CFDA / ALN Numbers

Every federal program has aunique identifying number. You can find itin your grant agreement or at SAM.gov. The
auditor needs this number to identify which compliance requirements apply to each program. If you are unsure of
the number, ask your grantor or SNAPP advisor.
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Phase 2: Auditor Planning and Risk Assessment

During this phase, the auditor reviews your SEFA and identifies which programs will be tested as major
programs. Youdo not controlwhich programs are selected — the auditor makes this determination based
on risk and dollar amount.

How Major Programs Are Selected

Dollar threshold (Type A) Programs with federal expenditures exceeding a calculated threshold
(generally 3-5% of total federal expenditures) are classified as Type A (large)
programs.

Risk assessment The auditor evaluates risk factors: prior findings, new programs, programs not

audited recently, and the quality of internal controls.

High-risk Type A Large programs assessed as high risk must be tested.

Low-risk Type A Large programs assessed as low risk may still be tested but with reduced
procedures.

Type B (smaller programs) The auditor must also test at least one high-risk smaller program.

Your role Provide the SEFA and answer questions about each program. The auditor

makes the selection independently.

What the Auditor Reviews During Planning

Planning Activity What You Should Have Ready

Review the SEFA for SEFA with all federal programs, correct CFDA numbers, and expenditures
completeness matching QB

Identify prior audit findings by = Prior year audit report with your corrective action plan and status update
program

Assess internal controls over | Written Internal Controls Policy (if adopted); evidence of compensating
federal programs controls

Understand each major Grant agreements for each program — the auditor will reference the
program's compliance Compliance Supplement
requirements
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Phase 3: Fieldwork — What Auditors Actually Test

Thisis themostimportant phase. The auditor selects samples of transactions from your major programs
and tests them against the compliancerequirements. Understandingwhat theytest helps you prepare the
right documentation.

The 12 Compliance Areas (OMB Compliance Supplement)

For each major program, auditors test applicable areas from this list:

Compliance Area What the Auditor Tests What You Need on File

1. Activities

allowed/unallowed

2. Allowable costs

3. Cash management

4. Eligibility
5. Equipment
management

6. Matching/ cost
share

7. Period of
performance

8. Procurement

9. Program income

10. Reporting

11. Subrecipient

monitoring

12. Special tests

Are the activities performed eligible under the
grant program?

Is every cost charged to the grant necessary,
reasonable, allocable, and permitted?

Werefunds drawn only as needed and
disbursed promptly?

Are the people or entities receiving program
benefits eligible?

Were equipment purchases authorized and
properly tracked?

Was therequired local match met and
documented?

Were all costs incurred within the grant
period?

Were competitive procurement standards
followed?

Was income generated by the grant program
properlyrecorded?

Do submitted reports match accounting
records?

If funds were passed to others, was there
adequate oversight?

Program-specific requirements uniqueto this
federal program

How Transaction Testing Works

Grant agreement specifying eligible
activities

Invoice + approval + proof the cost benefits
the grant

Drawdown timing records; bank statements
showing disbursement dates

Eligibility documentation per program
requirements

Purchase approval + fixed asset schedule +
equipmentrecords

Match tracking records + supporting
documentation

Transaction dates verified against grant
period

Quotes, bids, selection rationale, contracts,
SAM.govchecks

Income records + treatment consistent with
grant terms

FSRs and performance reports reconciled to

QB

Subrecipient agreements + monitoring
documentation

Per grant agreement and Compliance
Supplement
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The auditor selects a sample of transactions (typically 25-60 items depending on program size) and
requests documentation for each one. Here is exactly what they ask for:

For Each Sampled Document Requested | Where to Find It What Auditor Verifies

Transaction

Vendor payment Originalinvoice AP files or grant subfolder Amount, date, description match QB
entry

Vendor payment Proof of payment Check copy or EFT Payment was actually made

confirmation

Vendor payment Approval signature On invoice or PO Expenditure was authorized before
payment

Vendor payment Grant budget authority Grant budget document Expense falls within approved budget
line

Payroll charge Payroll register/summary = Payroll files Employee name, rate, hours match QB
entry

Payroll charge Timesheet (if hourly) Personnel files Hours worked match hours charged

Payroll charge Salary authorization Councilresolution or contract = Pay rateisauthorized

Procurement (>$10K) Competitive quotes or Grant procurement subfolder = Competition was conducted and

bids documented

Procurement (>$10K) Selection justification Grant procurement subfolder Vendor selectionrationaleis

documented

The Speed Test

During fieldwork, the auditor will request documentation for sampled items and expect it within 24-48 hours. If
your files are organized using the SNAPP audit folder structure, you can retrieve any document within minutes. If
your files are disorganized, every request becomes a time-consuming search — extending fieldwork and increasing
audit costs.
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Phase 4: Findings and Draft Report

Types of Single Audit Findings

Material weakness

Significant
deficiency

Material
noncompliance

Questioned costs

Known questioned
costs

Likely questioned
costs

Serious deficiencyin
internal controls creating
reasonable possibility of
material noncompliance
going undetected

Internal control deficiency
less severe than a material
weakness but important
enough toreport

Violation of grant
requirements that is
quantitatively or
qualitatively material

Expenditures the auditor
believes may be
unallowable, unsupported,
or noncompliant

Specific transactions
identified as noncompliant

Projected amount based on
error rate in sampled
transactions

Highest —reportedin
audit opinion

High —reportedin
management letter

Highest —reportedin
audit opinion

High —reported to
grantor

Dollar amount
specified

Projected amount
reported

Your Responsibilities When Findings Are Issued

Review the draft findings

Write management responses

Develop a Corrective Action

Plan (CAP)

Present tothe governing body

Immediate corrective action with specific
steps, responsible parties, and target dates

Written management response with corrective
actionplan

Corrective action + grantor may impose
additional conditions

Provide additional documentation if available;
grantor makes final determination

Same as above; specific amount may require
repayment

Same as above; iferror rate is high, all program
expenditures may be questioned

Read each finding carefully. Confirm the facts are accurate. If you disagree with

any factual statement, provide the auditor with evidence.

For each finding, write a response that includes: agreement or disagreement,

explanation of the cause, specific corrective actions, responsible party, and
target completion date.

The CAP is submitted with the audit report. It must address every finding with

specific, measurable actions. Use the SNAPP Corrective Action Toolkit.

The full auditreport and CAP must be presented to the city council. Document

the presentation in the meeting minutes.
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Phase 5: Final Report and Submission

Components of the Single

Audit Report

Report Component What It Contains

Financial statements

Independent auditor's report
on financial statements

Report on internal control
over financial reporting

Report on compliance with
federal/state requirements

Schedule of Expenditures of
Federal Awards (SEFA)

Schedule of findings and
questioned costs

Corrective Action Plan

Summary schedule of prior
audit findings

Balance Sheet, Revenue and Expenditure Statement, and notes to the financial
statements

The auditor's opinion on whether the financial statements are fairly presented
Identifies materialweaknesses and significant deficiencies in internal controls
Identifies compliance findings for each major program tested

The complete listing of federal programs and expenditures that you prepared

Every finding, with condition, criteria, cause, effect, and questioned cost

amounts

Your written response to each finding with specific corrective actions and
timelines

Status of each finding from the prior year's audit

Where the Report Is Submitted

Federal Audit Clearinghouse
(FAC)

State of Alaska (if stateSingle
Audit)

North Slope Borough (if NSB
funding)

All federal grantor agencies

City council

Within 30 days of receiving the report, or 9 months after fiscal year-end,
whichever is earlier. Filed electronically at FAC.census.gov.

Per state requirements. Contact the Division of Legislative Audit for current
submission procedures.

Submit a copy per NSB reporting requirements.

The FAC filing makes the report available to all federal agencies. No separate
submission is typically required.

Present the full report at a council meeting. Document in the minutes.
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Phase 6: Post-Audit Follow-Up

The audit is not over when thereportisissued. You mustimplement corrective actions, track progress, and
be prepared to demonstrate that findings were addressed when the next auditor arrives.

Post auditor's adjusting Within 1 week of receiving final adjustments
journal entries in QuickBooks

Set QuickBooks closing date = Immediately after adjustments are posted
for the audited fiscal year

Create post-auditQuickBooks = Same day as closing date is set
backup; store off-site

Present audit report and CAP = At the next regular council meeting after the report is finalized
to city council

Begin implementing Immediately — material weaknesses addressed within 60 days
corrective actions

Update corrective action Ongoing — see SNAPP Corrective Action Toolkit
tracker monthly

Report corrective action At regular council meetings
progress to council quarterly

Prepare summary of prior 6-8 weeks before next audit fieldwork
findings for nextyear's auditor

Preventing Repeat Findings

The auditor who comes next year will test whether you actually corrected this year's findings.

If afinding appears again, it becomes a 'repeat finding' — signaling to grantors that the city is not taking
corrective action seriously.

Repeat findings can trigger enhanced monitoring, additional reporting requirements, or funding holds
from federal and state agencies.

The corrective action tracker is your tool for ensuring every finding is resolved before the next audit
begins.
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Single Audit Preparation Checklist

Complete this checklist 6-8 weeks before Single Audit fieldwork begins.

SEFA Preparation

SEFA Preparation

All federal programs identified with correct CFDA/ALN numbers
Federal expenditures for each program calculated and reconciled to QuickBooks

O

O

O Pass-through entity information recorded for all pass-through funds

O SEFA totals verified — sum of all programs equals total federal expenditures
O

State schedule prepared (if state Single Audit threshold is met)

Grant Files

v |GramtFies
O Complete grant file assembled for each federal program (agreement, amendments, drawdowns, FSRs,
invoices)

Grant expenditures in QuickBooks reconciled to SEFA amounts
All drawdown requests reconciled to QuickBooks
AWl FSRs reconciled to QuickBooks — reported amounts match exactly

Procurement documentation complete for all purchases above $10,000

N O B R A

Match/cost share documentation on file (if applicable)

Financial Records

Bank reconciliations complete for all 12 months, all accounts

Payroll records organized: summaries, 941s, W-2s, timesheets

Trial Balance, Balance Sheet, P&L, and General Ledger saved as final versions

All journal entries documented with support and approval

o o o o o

Prior year audit report and corrective action plan with updated status on file
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Internal Controls

Internal Controls

O Written Internal Controls Policy on file (or compensating controls documented)
O Evidence of mayor review: initialed reconciliations, signed payroll summaries, signed reports
O Evidence of council oversight: financial reports in meeting minutes
O QuickBooks closing date set for prior audited year; access controls configured
Logistics

Auditor engagement date confirmed

PBC document request list received and reviewed

AllPBC documents assembled and provided to auditor 2-4 weeks before fieldwork
Bank and attorney contact information provided for confirmation letters

Single point of contact designated for auditor requests during fieldwork

O/o/o o o -

Workspace prepared (if on-site fieldwork)
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Glossary

CFDA / ALN Number
Compliance Supplement
Corrective Action Plan (CAP)
Federal Audit Clearinghouse
(FAC)

Known Questioned Costs

Likely Questioned Costs

Major Program

Material Noncompliance

SEFA

Single Audit

Type A Program

Type B Program

Catalog of Federal Domestic Assistance number (now Assistance Listing
Number) — unique identifier for each federal program

The OMB publication defining what auditors test for each federal program
during a Single Audit

Written plan addressing each audit finding with specific corrective actions,
responsible parties, and target dates

The federal repository where Single Audit reports are filed and made publicly
accessible

Specific dollar amounts the auditor identified as potentially noncompliant
Dollaramounts projected based on the errorrate found in the auditor's sample

A federal program selected by the auditor for compliance testing based on
dollar amount and risk

A violation of grant requirements significant enough to affect the auditor's
compliance opinion

Schedule of Expenditures of Federal Awards — lists all federal programs and
expenditures for the fiscal year

An audit combining financial statement testing with federal/state grant
compliance testing, required above expenditure thresholds

A large federal program exceeding the auditor's calculated dollar threshold for
major program determination

A smaller federal program below the Type A threshold; at least one high-risk
Type B must be tested
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Disclaimer

This guide is published by the Arctic Slope Community Foundation as part of the Success for Nonprofit
Audit Preparation Program (SNAPP) Modified Virtual Support Program. It provides operational guidance for
Single Audit preparation.

SNAPP provides advisory and technical assistance only. This document does not constitute legal,
accounting, or audit advice. Single Audit requirements are subject to change. Participating municipalities
remain solelyresponsible for compliance with all applicable federal, state, and local audit requirements.
Verify current thresholds and requirements with your auditor, the State of Alaska, and the Federal Audit
Clearinghouse.
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