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Gelman, Rosenberg & Freedman CPAs is now GRF CPAs & Advisors
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Powerful
Solutions

Please note our nhew address:

4550 Montgomery Avenue, Suite 800N, Bethesda, MD 20814
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Housekeeping
CPE Credit/Technical Support

* Important: Three (3) CPE words will be provided during the presentation. Please write them down — we will not provide them again

via Zoom or email (no exceptions).
* Please complete the electronic survey that will appear automatically at the end of the webinar.

* Attendees seeking CPE for this presentation must complete the survey and enter all three CPE words. You cannot claim CPE unless

we receive a completed evaluation with the correct words.

* This presentation will be recorded and made available to download at www.grfcpa.cons/ webinars.

e Technical questions about the survey can be addressed to Nathan McElveen at nzcelveen(@orfcpa.conm.
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http://www.grfcpa.com/webinars
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Housekeeping

Additional Information

Learning Objective
To provide attendees with a better understanding of the key items included in the 2020
compliance supplement update, and to identity single audit priorities for 2020 and beyond.

Instructional Delivery Methods
Group Internet-based

Recommended CPE Recommended Fields of Study
1.0 CPE Credit Auditing — Technical
Prerequisites Advance Preparation
None required None

Program Level Course Registration Requirements
Basic None
Refund Policy Cancellation Policy

In the event that the presentation is cancelled or rescheduled, participants will be contacted

No fee is required to participate in this session. . . . .
! p p immediately with details.

Complaint Resolution Policy
GRF CPAs & Advisors is committed to our participants’ 100% satisfaction and will make every reasonable effort to resolve complaints as quickly as possible.

Please contact kdavis@grfcha.cor with any concerns.

Disclaimer
This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type of advice. Readers and users of this webinar information are advised not to
act upon this information without seeking the service of a professional accountant.
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Presenters

Meet the Instructors

Walt Derengowski, CPA, CFE Lindsay Dean, CPA
Partner, Audit Senior Manager, Audit

46/

YEARS

Omid Mohebbi, CPA

Manager, Audit



Agenda

Background Key Updates 2020 and Beyond
Single Audit Priorities
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Background

*  When the Office of Management and Budget (OMB) released the
final 2020 Compliance Supplement in August 2020, it noted that a
Compliance Supplement Addendum specifically addressing federal
programs under the CARES act would be 1ssued during the fall.

*  On December 227, the OMB issued new guidance on single audits

in the form of the addendum to the 2020 OMB Compliance

Supplement.

* The addendum effective date is for audits of fiscal years beginning

after June 30, 2019 and it must be used in conjunction with the

August 2020 Compliance Supplement.

=

YEARS



How to Stay Current

* Review the compliance supplement as well as the addendum
* Check the AICPA/GAQC website for updates
* Review any memos issued from the OMB

e Review vour awards for all terms and conditions
y

* Read any Federal FAQ (i.e. CARES Act and M-20-21 FAQ)

* Federal agencies are also including information and interpretations

on their websites
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https://www.cfo.gov/wp-content/uploads/2020/06/M-20-21_FAQ_06232020.pdf

Key Updates
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New Programs

* Fourteen COVID-19 funded programs and one new non-COVID-19 program

* COVID-19 awards funded under following Acts:

o Coronavirus Preparedness and Response Supplemental Appropriations Act, 2020 (Pub. L. 116-123)
o Families First Coronavirus Response Act (Pub. L. 116-127)
o Coronavirus Aid, Relief, and Economic Security Act (CARES Act) (Pub. L. 116-136)

o Paycheck Protection Program and Health Care Enhancement Act (Pub. L. 116-139) (Not subject to single audit)

* COVID-19 programs include 8 new COVID-19 programs, and 6 pre-existing programs to which COVID-19

funding/compliance requirements have been added.

* A supplementary part 2 matrix shows the new/updated programs
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Largest Programs

Paycheck Protection Program (PPP)
o >$900B

o May have a CFDA # but is not subject to Single Audit (not included on the SEFA)

Provider Relief Fund

o $175B

o Health care

* (Coronavirus Relief Fund

o $150B

o Department of the Treasury

Educational Stability Fund

o $30.75B
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Financial Statement Treatment of PPP

 Treat as a loan
* Treat as a conditional contribution

* Documentation to suppott the conclusions reached and the ultimate accounting treatment

for the PPP loan, and other government assistance
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Provider Relief Fund (PRF)

* Administered by the Health Resources and Services Administration (HRSA) and provides relief funds to hospitals and

other healthcare providers (CEFDA 93.498).

* SEFA reporting for this program (including lost revenue) is applicable only to audits if fiscal years ending on or after

December 30, 2020.

* For a FYE December 31, 2020, the entity reports on the SEFA as expenditures (including lost revenue) based upon the
PRF report for calendar year ending December 31, 2020, and discloses in the footnotes to the SEFA that the amount

included on the SEFA is based upon the December 31, 2020 PRF report.

* For fiscal years ending in 2021 on or before June 29, 2021, the entity reports on the SEFA as expenditures (including lost
revenue) based upon the PRF report for calendar year ending December 31, 2020, and discloses in the footnotes to the

SEFA that the amount included on the SEFA i1s based upon the December 31, 2020 PRF report.
/.62
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Extension of Due Date

For submission of single audits

* Auditees with year-ends through 9/30/20 that received COVID-19 funding are granted a three-month extension
* No requirement to seeck approval but auditees should maintain documentation for the reason for delayed filing

e Auditee can still be considered low risk

YEARS
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Extension of Due Date

For submission of single audits

YEARS

SNAPSHOT OF IMPACT OF OMB ADDENDUM 3-MONTH AUDIT EXTENSION ON VARIOUS FISCAL

YEAR-ENDS FOR ENTITIES RECEIVING COVID-19 FUNDING

Egﬂ| Year Euﬂ MNormal Due Date* Extended Due Date* ;3-munth extensinn,'g
October 31, 2020 January 31, 2021
November 30, 2020 February 28, 2021
December 31, 2020 March 31, 2021
January 31, 2021 April 30, 2021
m February 28, 2021 May 31, 2021*
March 31, 2021 June 30, 2021
[ July31,2020 2 | April 30, 2021 July 31, 2021
May 31, 2021 August 31, 2021
June 30, 2021 September 30, 2021
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Federal Funding Accountability and Transparency Act
(FFATA)

* FFATA requires recipients (i.e., direct recipients) of grants or cooperative agreements who make first-tier subawards of

$25,000 or more to report subaward data through the FFATA Subaward Reporting System.

* Must be tested for all COVID-19 programs where reporting compliance requirement is marked as a “Y” in the Part 2
Matrix and reporting is determined to be direct and material and the recipient makes first-tier subawards/subcontracts of

$25,000 or more to report subaward data through the FFATA Subaward Reporting System.

* Auditors will be required to address this reporting requirement regardless of COVID-19 funding for single audits of

fiscal year ends after 9/30/20.
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How Auditors Will Test FFATA

* Select a sample of first-tier subawards subject to FFATA

* TFind the awards in FSRS (client will have to provide screenshots or coordinate to share screen as only recipients have

access to this system)
* Compare the information reported to ensure it matches

* Report noncompliance if applicable (i.e. not reported, reported late, amount incorrect or missing elements)

YEARS
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Donated Personal Protective Equipment (PPE)

* Donated PPE mostly provided without any compliance, reporting requirements or CFDA info

* Nonfederal entities that recetved donated PPE purchased with Federal funds should include the fair market value of the

PPE at time of receipt in a stand-alone footnote to the SEFA that can be marked “unaudited”

* The donated PPE should not be counted for purposes of determining the threshold for a single audit, determining type

A/B program threshold for major programs, and is not required to be audited as a major program

YEARS 19
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2020 and Beyond Single Audit Priorities and Updates

YEARS .



Priorities-Internal Controls

* With the adoption of social distancing measures, many have made

an abrupt transition to working from home for the foreseen future

* Auditors will be focused on changes in the control environment, and

identifying potential areas of weakness or susceptibility

* Document any updates to your internal control framework

YEARS 22



Priorities-Risks

* Cybersecurity-increased instances of scam/fraud, increased

dependence on technology
* Potential going concern issues-effect of crisis on revenue streams,
liquidity

* Segregation of duties issues

* Change management-reassessing controls in ever changing

environment (staff changes, system changes, compliance changes)
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Priorities-New Challenges

* FPederal and pass through entities required to identifty COVID-19 funding
* Cash sent quickly due to emergency nature

* Certain OMB memos directed at the Federal agencies to interpret

* Many entities will be subject to UG audits for the first time

* Many entities becoming sub-recipients first time

YEARS
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Priorities-Business Continuity Planning

Scope

Business Impact Analysis

Recovery Strategies Development

Testing




Updated-Latest Procurement Guidance

* Micro-Purchase Threshold

o May request a micro-purchase threshold higher than $10,000 (up to $50,000) in accordance with requirements:

" May self-certify a threshold up to $50,000 on an annual basis and must maintain documentation to be made available to the
Federal awarding agency and auditors in accordance with §200.334. The self-certification must include a justification, clear

identification of the threshold, and supporting documentation of any of the following:
° A qualification as a low-risk auditee, in accordance with the criteria in §200.520 for the most recent audit;
° An annual internal institutional risk assessment to identify, mitigate, and manage financial risks; oz,
= For public institutions, a higher threshold consistent with State law.

" Micro-purchase thresholds higher than $50,000 must be approved by the cognizant agency for indirect costs.

46/
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Latest Procurement Guidance (continued)

* Simplified Acquisition Threshold
o Dollar amount below which a non-Federal entity may purchase property or services using small purchase methods.
o Set by the FAR at 48 CFR part 2, subpart 2.1. and is currently $250,000

o The non-Federal entity is responsible for determining an appropriate simplified acquisition threshold based on

internal controls, an evaluation of risk, and its documented procurement procedures.

* Review 2 CFR 200.320 “Methods of Procurement to be Followed”

YEARS
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Reminders

* Separately identify COVID-19 expenditures by adding the prefix “COVID-19”

* Pass-through entities agree to separately identify to each sub recipient, and document at the time of sub award and at the

time of disbursement of funds, the federal award number, CFDA number, and amount of COVID-19 funds.

* When COVID-19 funds are sub awarded from an existing program, the information furnished to sub recipients should
distinguish the sub awards of incremental COVID-19 funds from non COVID-19 sub awards under the existing

program.

* Remember that payroll costs paid with the Paycheck Protection Program (PPP) loans or any other Federal CARES Act
programs must not also be charged to current Federal awards (would result in the Federal government paying for the

same expenditure twice).

AT
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Identifying COVID-19 Funding

* On the Schedule of Federal Expenditures (SEFA) show on a separate line by CFDA number with “COVID-19” as a

prefix to the program name. Example from the supplement:

.@ - Temporary Assistance for Needy Famihies — 93.558 - 51,000,000
» Temporary Assistance for Needy Families — 93.558 - $3,000,000
» Total - Temporary Assistance for Needy Families — 93,538 - 54,000,000

* On the data collection form, show on a separate row by CFDA number with “COVID-19 as the first characters in Part

IT, Item 1c, Additional Award Information. Example from the supplement:
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Example SEFA with COVID-19 Funding

Grant/Project CFDA Awards
Program Title/Project Number/Subrecipient Name Number Number Amount Expenditures
Clusters:
Child Nutrition Cluster - U.S. Department of Agriculture -
Passed through the State Department of Education:
Noncash Assistance (Commodities) -

National Lunch Program Bonus Commodities 2019-20 N/A 10.555 93,034 % 93,034

Cash Assistance: ,
National School Lunch Program 2018-19 191960 10.555 752,609 89,674

L
National School Lunch Program 2019-20 201960 10.555 447,046 447 245
COVID-19 - Unanticipated School Closures 2019-20 ¥ 200902 10.555 313,953 313,953
National School Lunch Program (incl. commodities) Subtotal 10.555 1,606,642 943,906
National School Breakfast Program Subtotal 10.553 645,112 291,157
Summer Food Service Program Subtotal 10.559 44,224 25,734
Total Child Nutrition Cluster 2,295,978 1,260,797

Special Education Cluster - U.S. Department of Education - Passed through the Mytown 1SD:

Total IDEA Flowthrough 84.027 2,369,055 771,231
Total IDEA Preschool Incentive 84.173 40,852 19,713
Total Special Education Cluster 2,409,707 790,944

YEARS
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Identifying COVID-19 Funding

* COVID-19 related awards findings must be identified.

* Example from AICPA Government Audit Quality Center (no specific example included in the supplement):

(3) Federal Award Findings and Questioned Costs
2020-001

Grantor: Departmegnt-eéHaalth and Human Services

Program Namg: COVID-19 Temporary Assistance for Needy Families
Federal Award Year. , 2019 through May 31, 2020

Federal Award Numbers: SPFG789

CFDA Numbers: 93.558

Criteria or Requirement

A non-Federal entity may charge to the Federal award only allowable costs during the period of performance
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COVID-19 Relief Bill

On December 21, 2020, Congress passed a COVID-19 Reliet Bill

The bill resulted in additional Federal funding, and will also make changes to certain programs established by the CARES
Act

This Act included $284.5 billion in PPP funding (applications must be received by 3/31/21)

Another COVID relief bill has just been passed for $1.9T (March 10, 2021), so even more changes soon to come...
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PPP Updates

* New categories of borrowers (including 501(c)(6) nonprofits)
* PPP loans cannot be used for lobbying activities/expenditures

* Second draw opportunity for borrowers with 300 employees or less and a 25% reduction in gross receipts (up to 2.5

times average monthly payroll costs)
* Must certify that first PPP draw has been used (forgiveness not required)
* Gross receipts do not include forgiven first draw PPP loans and IEDL loans/advances

* Simplified forgiveness for loans of $150,000 and less

AT
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Questions?

Contact Us

Walt Derengowski, CPA, CFE
Partner, Audit
wderengowski(@grfcpa.com

Lindsay Dean, CPA
Senior Manager, Audit
ldean(@grfcpa.com

O 06 ® O

Maryland | DC | New York

Omid Mohebbi, CPA
Manager, Audit
omohebbi@grfcpa.com

877-437-4771 | www.grfcpa.com
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Disclaimer

This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type of advice. While we
use reasonable efforts to furnish accurate and up-to-date information, we do not warrant that any information contained in or made
available in this webinar is accurate, complete, reliable, current or error-free. We assume no liability or responsibility for any errors or

omissions in the content of this webinar.

The use of the information provided in this webinar does not establish any contractual or other form of client engagement between GRF

CPAs & Advisors and the reader or user. Any U.S. federal tax advice contained in this webinar is not intended to be used for the purpose of

avoiding penalties under U.S. federal tax law. Readers and users of this webinar information are advised not to act upon this information
without seeking the service of a professional accountant.
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