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TOPICS

• Types of Engagements

• The Audit Process

• What to Expect During an Audit

• Official Response

• Repeat Findings & Corrective Action 

Plans (CAPs)

• Procured Audits

• Federal Single Audit



Types of 
Engagements

Federal Single Audit

• Expenditures of Federal assistance 

exceeding $750,000

• Performed for all units

Audit

Small Compliance Engagement

• Performed for units that do 

not have outstanding debt

• Have revenues confirmed by 

outside sources

• Have a limited amount of 

funds



Goals of an Engagement
➢ Provide Opinions on Financial Information Presented by Auditee

• Unmodified, or “clean” opinion, lets readers know the information is materially 

correct

• Modified opinion lets readers know there are issues that need to be taken 

into consideration when it comes to the information presented

➢ Provide Reader with Noncompliance of Federal Requirements for Major Programs 

and State Requirements

• Federal: Section II (Financial Statement Compliance); Section III (Major 

Program Compliance)

• State:  Audit Results and Comments (significant or impactful to the unit 

and/or public)

➢ Provide  Management with less Significant Noncompliance of State Requirements

• Management Letter – General Noncompliance with State Statute or SBOA 

Compliance Guidelines Manual



The Audit Process
➢Entrance Conference

➢ Identification of Risks

➢ Internal Controls

➢Testing

• Substantive

• Compliance

➢Compile Findings

➢Determine Opinions

➢Exit Conference



What to Expect During an Audit



Prior to the start of an 
audit

SBOA Engagement Strategies will send the 

following information via email 

(EngagementStrategies@sboa.in.gov):

• Financial Statement

• Notes to the Financial Statement

• SEFA

• Notes to the SEFA

• Form 13

• Form 7

• Form 9



Preliminary Audit Work
Gateway Monthly and Annual 

Engagement Uploads

• Board minutes 

o Read board minutes for the audit period up through the present time.

• Bank reconcilements

o Ensure all bank accounts and all investments reconcile to the AFR ending Cash 

and Investment Balance.

• Financial Statements

o Verify amounts reported on the Financial Statements agree with fund reports from 

the unit ledger.



Entrance Conference
Who is invited?
▪Those charged with governance: 

Council President or another 

council member (No quorum)

▪Management:

Fiscal Officer:  Clerk-Treasurer 

or Controller

What is discussed?
▪Introduction to the Field Examiners that will be 

working on the audit

▪General overview of: 

Audit Objectives

Management Responsibilities

Audit Procedures (general, internal 

control, compliance)

Informing Management of general 

records that will be requested

Start date & expected issuance date

Estimated Cost



Entrance Conference Cont.

Continuing Expectations

▪Provide and inform attendees with a method to allow for continued 

communication throughout the audit process

Field Examiners will:

▪Explain the objectives of the engagement

▪Explain what responsibilities management has

▪ Inform management of audit fees

▪Answer any questions regarding the audit process



Identification of 
Risks

• FEs will assess key 

areas

• These areas can be 

Cash, Receipts, 

Disbursements

• FEs will identify what 

internal controls or 

mitigating controls that 

the unit has put in 

place to ensure the 

financial statement 

information is 

materially correct

• FEs will determine what areas 

they can rely on the internal 

control system and what 

areas will need to be reviewed 

in further detail 

Risks Associated with 

Significant Audit Area

How the City/Town 

addressed the risks

How will the risk impact 

audit procedures performed



Internal controls

▪ The field examiner assigned will need to determine 

what controls are in place throughout the office and 

whether they have been properly designed and 

implemented.

▪ This can be done through:

✓ Inquiry with official and staff

✓ Observation of the process

✓ Inspection of documents

▪ Field examiner will communicate any deficiencies 

found.

▪ Policies and Procedures that have been instituted will 

be tested to ensure that they are sufficient and are 

working as intended.



Testing
Field Examiners will perform 

procedures to determine if financial 

statement information is materially 

correct.  All Cash, Receipts, and 

Disbursements should be represented 

on the Financial Statements.



Bank Reconcilements

❑ December Bank Statement should reconcile to the Cash and 

Investment Totals for all funds noted in your Annual Financial 

Report (AFR) for the year end.

• Should include all bank accounts

• Should include all investments

Testing - Substantive

CASH



▪ Money was received and belongs to the City/Town

▪ Properly recorded and for correct amount

▪ Recorded in the correct accounting period

▪ Recorded in the proper fund 

Testing – Substantive Cont.

RECEIPTS

DISBURSEMENTS

▪ Actual obligation belongs to the City/Town

▪ Properly recorded and for correct amount

▪ Recorded in the correct accounting period

▪ Recorded in the proper fund 



Testing - 

Compliance

Compliance Testing:
Field Examiners will perform procedures to 

determine that the City or Town is following 

laws and regulations.

Receipts:

▪ Recorded in a timely manner

▪ From an allowable source 

▪ Posted to correct fund

Disbursements:

▪ Voucher or attached invoice is 

adequately itemized and approved by 

person receiving goods/services.

▪ Recorded in a timely manner

▪ Certified by the fiscal officer

▪ Approved by governing board

▪ Proper use of funds

▪ Voucher, Purchase Order, Supporting 

Documentation, and Check 



Compliance Testing cont.

Testing - 

Compliance
Payroll:

▪ Rate of pay agrees to salary 

ordinance / resolution / contract 

adopted by governing board

▪ Attendance / time records 

maintained (salaried & hourly)

▪ Claim / Time record approved

▪ Recorded in a timely manner

▪ Proper use of funds

▪ Payee not paid in advance of 

hours worked



Items/Records

needed for 

audit

▪ Financial Ledger

▪ Bank Statements and Reconcilements

▪ Claims/Receipts/Supporting 

Documentation

▪ Minutes of Meetings (up to current date)

▪ Ordinances / Resolutions

▪ Contracts

▪ Policies and Procedures (includes internal 

controls)

▪ Financial Reports (Filed with State & 

Federal)

▪ Grant Documents (Agreements etc…)



Subsequent 

Events
What Happened After 

The Audit Period:

▪ Debt Issued

▪ Change in Financial 

Situation

▪ Lawsuits

▪ Any Other Situations with 

Material Impact



CONCLUDING AUDIT WORK



Determine 

Opinions



Compiling Findings

1) Section II – Findings related to the financial statements

2) Section III – Findings related to a major program

3) Audit Results and Comments – Significant Noncompliance with 

statute or an SBOA uniform compliance guideline

4) Management Letter – Not significant noncompliance with statute 

or an SBOA uniform compliance guideline – Not public

5) Discussion Only – Immaterial noncompliance with statute or an 

SBOA uniform compliance guideline – Not public



Communication

▪ Field Examiners will discuss 

any issues throughout the 

audit process

▪ No surprises at Exit



Exit Conference

Who is invited?

▪ Those charged with governance: 

 All of Council is invited

▪ Management:

Fiscal Officer:  Clerk-Treasurer or 

Controller

Official Responsible for Findings

What is discussed?
▪  Field Examiners will discuss any issues 

found that will be In the Audit Report

▪  Clerk-Treasurer and Council will be informed 

of issues

▪  An official response can be made to appear 

in the report as well

▪  Corrective Action Plans needed



Official Response

▪ Written comments in the public 

report

▪ Included as part of the report

▪ 10 days to submit the official 

response

o officialresponse@sboa.in.gov

At exit, you will be asked if you would like to provide an official 

response to the results and comments in the  form of a letter to be 

bound in the report.



Repeat Findings

▪ Any Findings that appeared in the prior report are called a 

repeat finding and a corrective action plan (CAP) is 

required to be submitted through our website.

▪ Instructions are found on the SBOA website:  

https://www.in.gov/sboa/files/CAP-Instructions.pdf 

▪ The corrective action submitted through our website is not 

part of the official report.

https://www.in.gov/sboa/files/CAP-Instructions.pdf


Corrective Action Plans (CAPs)

Packet will be given at exit conference

▪ Templates

10 days to respond

▪ Can request additional time

Six months to implement

▪ Can request additional time



Corrective Action Plans (CAPs) 

cont.

SBOA review and approval

Report when implementation is complete

SBOA follow up

▪ Send in documents

▪ On site follow up





Audit Reports

▪ Audit Reports are sent to:

✓ Current and Prior Official(s) examined

✓ President of governing board

✓ Other requested officials

▪ Audit Reports are posted to our 

website:

✓ https://secure.in.gov/apps/sbo

a/audit-reports/#%2F 

https://secure.in.gov/apps/sboa/audit-reports/#%2F
https://secure.in.gov/apps/sboa/audit-reports/#%2F


SBOA RESOURCES

• Visit our website: https://www.in.gov/sboa/political-

subdivisions/cities/ 

• Corrective Action Plan (CAP) – Repeat Findings

• Uniform Compliance Guidelines (Manuals)

• Internal Control Manual

• City and Town Manuals

• Resource Library

https://www.in.gov/sboa/political-subdivisions/cities/
https://www.in.gov/sboa/political-subdivisions/cities/


Procured audits are engagements that are contracted out to CPA Firms.

❖ How do we determine what units are procured?

• This is determined by a comparison of staffing to engagements 

that must be completed during the upcoming year.  

❖ Are units notified by SBOA that they will receive an audit from 

outside CPA firm?

• Yes, the Clerk-Treasurer will receive and email from 

Procuredaudits@sboa.in.gov notifying your unit of the change.

❖ Do these engagements cost more?

• No, the firms will charge based on SBOA rates.

❖ Do the CPA firms follow the same audit guidelines?

• Yes, the firms follow SBOA guidelines.

PROCURED AUDITS

mailto:Procuredaudits@sboa.in.gov


Procured Audit Email Example



FEDERAL SINGLE AUDIT



Federal Award Definition

Financial assistance that a non-federal entity receives 

directly from a federal agency or from a pass-through 

entity. 

❑ Non-federal entity - Any entity that is not the Federal government.

❑ Pass-through entity – Any entity that receives money from a 

federal agency and awards that money to another entity 

(subrecipient) to carry out the objectives of the grant.



Federal Award Relationships

Direct Grant Pass-through Grant

Federal Government

Non-Federal Entity (i.e., City 

or Town)

Federal Government

Non-Federal Entity (i.e. State, 

County, etc.)

Non-Federal Entity (i.e. City or 

Town)



Federal Award Forms

GRANTS LOANS NON-CASH ASSISTANCE



Types of Financial Assistance from State

There are two types of assistance from the 

State of Indiana:

1. Federal assistance that is passing through 

the State, and 

2. State assistance



How to tell the difference?

If the assistance provided by the State is 

federal assistance, the State must identify it 

as a federal award. Required information 

includes, but is not limited to:

• Subrecipient name and unique entity identifier;

• Federal award identification number;

• Federal award date;

• Period of Performance and budget start and end 

dates;

• Amount of funds obligated;

• Assistance Listings number and title.



Why it’s 
important to 
know the 
difference.



Why it’s important to know the difference

All federal assistance received must be 

reported on the Schedule of Expenditures of 

Federal Awards (SEFA) 



Why it’s important to know the difference

Federal assistance has many requirements 

related to how the money can be spent.

❑ ALL requirements must be complied with.

❑ It is the award recipient’s responsibility to know 

and follow the requirements in all situations.



Why it’s important to know the difference

State assistance will also have requirements 

related to how the money can be spent.

❑ This assistance is NOT reported on the SEFA.

❑ It may be monitored by the State awarding 

agency. 



If questions remain…

About whether the award is federal 

assistance or state assistance;

About any requirements of the award and 

how to comply with them;

*Contact the awarding agency



Single Audits - Definition

A single audit is an audit that includes both 

an audit of the financial statements and an 

audit of the federal awards received. 

This Photo by Unknown Author is licensed under CC BY-SA

https://www.thebluediamondgallery.com/financial03/f/financial-statement.html
https://creativecommons.org/licenses/by-sa/3.0/


Single Audits – Federal Awards Audit

Audit of the SEFA:

❑ Internal controls over the preparation of the SEFA

❑ SEFA Testing

❖Information derived from or relates directly to accounting records

❖Mathematically accurate

❖ALN, program name, and awarding agency are correct

❖Federal awards expended are correct

❖Amounts passed to subrecipients, if any, are correct



Single Audits – Major Program 

Determination

Once the SEFA has been audited, a risk-

based approach is used to determine which 

of the federal assistance programs will be 

audited as a major program. 

❑ Major program: a program that is determined by 

the auditor to be of higher risk.



Single Audits – Major Program Testing

❑ Not all requirements of the federal award will be 

audited during the Single Audit. 

❑ Auditors are instructed on which requirements 

to audit.

❑ Regardless of which requirements are audited, 

ALL requirements must be complied with. 



Single Audits – Opinion

At the conclusion of the audit of federal awards, an 

opinion will be given as to whether the 

requirements audited were complied with. 

❑Material instances of noncompliance with federal award 

requirements are reported.

❑Significant deficiencies and material weaknesses in 

internal control related to compliance with federal award 

requirements will be reported. 



Single Audit – Auditee Documents

Summary Schedule of 
Prior Audit Findings 

(SSPAF)

Corrective Action Plan 
(CAP)



Single Audits – Federal Audit

Clearinghouse
❑ Once the audit is complete, all information 

will be entered on the Federal Audit 

Clearinghouse. 

❑ Information entered must be certified by 

both the auditee and auditor.

❑ Instructions on how to complete this will be 

sent to the official when the report is ready 

to be released to the public.



Records 

to 

Maintain



Federal Audits – 

Records to Maintain

Records to maintain include but are not limited to:

❖Grant Agreements

❖Other contracts or agreements related to the award

❖All claims and supporting documentation related to 
expending the federal funds



Federal Audits – 

Records to Maintain

Records to maintain include but are not limited to:

❖All reports submitted to the federal agency or pass-
through entity

❖Ledgers recording the financial activity of the federal 
award

❖Record of equipment purchased with the federal 
award



Federal Audits – 

Records to Maintain

Records to maintain include but are not limited to:

❖Documentation on the method of procurement of 
goods or services purchased with the federal award

❖Any monitoring reports provided by the federal 
awarding agency or pass-through entity

❖Any other documentation that is related to the activity 
of the federal award



Questions?

Beth Goss 

& 

Mitch Wilson

Cities.Towns@sboa.in.gov (317) 232-2513

Government Technical Assistance & 

Compliance (GTAC) Directors

mailto:counties@sboa.in.gov
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