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IMPORTANT: Read instructions on
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Failure to comply with instructions
may cause disapproval of proposed REGULATION
regulations Of

NAME OF AGENCY

Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 1. Section 4-236-21(c) of the Regulations of Connecticut State Agencies is amended to

read as follows:

(c) A nonstate entity that is subject to the audit requirements of sections 4-230 through 4-236, inclusive,
of the Connecticut General Statutes shall:
(1) Identify, in its records, any state financial assistance received, the program under which it is
authorized, and the amounts expended. State program identification shall include, as applicable, the
State Program Identification Number and program name, the contract number and year, the name of
the state agency having awarded the assistance, and the name of the pass-through entity;
(2) Maintain internal control over state programs that provides reasonable assurance that the nonstate
entity is managing state financial assistance in compliance with laws, regulations and the provisions
of contracts or grant agreements that could have a material effect on each of its state programs;
(3) Comply with laws, regulations, and the provisions of contracts or grant agreements related to
each state program,;
(4) Prepare appropriate financial statements, including a schedule of expenditures of state financial
assistance, in accordance with section 4-236-23(a)(4) of the Regulations of Connecticut State
Agencies;
(5) Ensure that each audit required by section 4-231 of the Connecticut General Statutes is properly
_performed and that each audit report is submitted when due;
(6) When notified of an extension to an audit report submission due date, promptly notify each
applicable pass-through entity of the extension;
(7) Follow up on audit findings, prepare a corrective action plan and a schedule of prior audit
findings in accordance with section 4- 236-24 of the Regulations of Connecticut State Agencies and
take corrective action as necessary; And
(8) Promptly notify the cognizant agency and law enforcement officials of any violation of law
including illegal acts and irregularities.
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State of Connecticut

REGULATION
of

NAME OF AGENCY
Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 2. Section 4-236-23(a)(5) of the Regulations of Connecticut State Agencies is amended to
read as follows:

(5) A schedule of findings and questioned costs which shall include the following three components:
(A) A summary of the auditor's results which shall include:
(i) The type of report the auditor issued on the financial statements of the auditee (i.e.,
unqualified opinion, qualified opinion, adverse opinion, or disclaimer of opinion); -
(ii) Where applicable, a statement that [reportable conditions] significant deficiencies in internal
control were disclosed by the audit of the financial statements and whether any such [conditions]
deficiencies were material weaknesses;
(iii) A statement as to whether the audit disclosed any noncompliance which is material to the
financial statements of the auditee;
(iv) Where applicable, a statement that [reportable conditions] significant deficiencies in internal
control over major programs were disclosed by the audit and whether any such [conditions]
deficiencies were material weaknesses; :
(v) The type of report the auditor issued on compliance for major programs (i.e., unqualified
opinion, qualified opinion, adverse opinion, or disclaimer of opinion);
(vi) A statement as to whether the audit disclosed any audit findings, which the auditor is
required to report under section 4-236-24 of the Regulations of Connecticut State Agencies;
(vii) An identification of major programs, including programs tested in accordance with section
4-233 of the Connecticut General Statutes; [.] and
(viii) the dollar threshold used to distinguish between type A and type B programs as provided
under the risk-based approach used in determining major state programs.
(B) Findings relating to the financial statements which are required to be reported in‘accordance
with GAGAS; and
(C) Findings and questioned costs related to state financial assistance, including those set forth in
subsection (a) of section 4-236-24 of the Regulations of Connecticut State Agencies.

(1) Audit findings that relate to the same issue (e.g., internal control findings, compliance
findings, questioned costs, or fraud) should be presented as a single audit finding.

(ii) Audit findings that relate to both the financial statements and state financial assistance, as
reported in subdivisions (B) and (C) of this subsection, should be reported in each appropriate
section of the schedule. However, a report in one section of the schedule may be in summary
form with a reference to the more detailed report in another section of the schedule.
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State of Connecticut

REGULATION
‘ of

NAME OF AGENCY
. Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 3. Subsection (b) of Section 4-236-23 of the Regulaﬁons of Connecticut State Agencies is
amended to read as follows:

(b) When internal control over some or all of the compliance requirements for a major program are
likely to be ineffective in preventing or detecting noncompliance, the planning and performing of testing
described in section 4-233 of the Connecticut General Statutes is not required for those compliance
requirements. However, the independent auditor shall report a [reportable condition] significant
deficiency (including whether any such [condition] deficiency is a material weakness) in accordance
with section 4-236-24 of the Regulations of Connecticut State Agencies, assess the related control risk at
the maximum, and consider whether additional compliance tests are required because of ineffective
internal control.
(1) The compliance requirements of various state programs may be ascertained by referring to the
Compliance Supplement for state financial assistance programs.
(2) For those state programs not covered in the compliance supplement, the independent auditor
shall use the types of compliance requirements contained in the compliance supplement as guidance
for identifying the types of compliance requirements to test, and determine the requirements
governing the state program by reviewing the provisions of contracts and grant agreements and the
laws and regulations referred to in such contracts and grant agreements.
(3) The independent auditor may consider the Compliance Supplement a "safe harbor" for
identification of compliance requirements to be tested for the programs included therein if, the
independent auditor: (A) Performs reasonable procedures to ensure that the requirements in the
Compliance Supplement are current and to determine whether there are any additional provisions of
contract and grant agreements that should be covered by an audit in accordance with sections 4-236-
18 through 4-236-30 of the Regulations of Connecticut State Agencies, inclusive, and (B) updates or
augments the requirements contained in the Compliance Supplement, as appropriate.
(4) The compliance testing shall include tests of transactions and such other auditing procedures
necessary to provide the independent auditor sufficient evidence to support an opinion on
compliance.
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State of Connecticu’t

REGULATION
of

NAME OF AGENCY
Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 4. Section 4-236-23 of the Regulations of Connecticut State Agencies is amended by
adding subsection (c) as follows: '
(NEW) (c) The independent auditor shall follow-up on audit findings, perform procedures to assess the
reasonableness of the summary schedule of prior audit findings prepared by the auditee, and report as a
current year finding, when the auditor concludes that the summary schedule materially misrepresents the
status of any prior year audit finding. The independent auditor shall perform follow-up procedures
regardless of whether a prior year audit finding relates to a major state program in the current year.
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State of Connecticut

REGULATION
of

NAME OF AGENCY
Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 5. Subsection (a) of Section 4-236-24 of the Regulations of Connecticut State Agencies is
amended to read as follows:

(2) The independent auditor shall report the following as audit findings in a schedule of findings and

questioned costs:
(1) [Reportable conditions] Significant deficiencies in internal control over major programs. The
independent auditor's determination of whether a deficiency in internal control is a [reportable
condition] significant deficiency for the purpose of reporting an audit finding is in relation to a type
of compliance requirement for a major program or an audit objective identified in the compliance
supplement. The independent auditor shall identify [reportable conditions] significant deficiencies,
which are individually or cumulatively material weaknesses;
(2) Material noncompliance with the provisions of laws, regulations, contracts, or grant agreements
related to a major program. The independent auditor's determination of whether a noncompliance
with the provisions of laws, regulations, contracts, or grant agreements is material for the purpose of-
reporting an audit finding is in relation to a type of compliance requirement for a major program or
an audit objective identified in the Compliance Supplement;
(3) [All identified questioned costs related to a major program. Additionally, if the independent
auditor becomes aware of questioned costs for a state program which is not audited as a major
program (e.g., as part of an audit follow-up or other audit procedures) these questioned costs shall
also be reported;] Known questioned costs which are greater than $1,000 for a type of compliance
requirement for a major program. Known questioned costs are those specifically identified by the
auditor. In evaluating the effect of questioned costs on the opinion on compliance, the auditor
considers the best estimate of total costs questioned (likely questioned costs), not just the questioned
costs specifically identified (known questioned costs). The auditor shall also report known
questioned costs when likely questioned costs are greater than $1,000 for a type of compliance
requirement for a major program. In reporting questioned costs, the auditor shall include
information to provide proper perspective for judging the prevalence and consequences of the
questioned costs:
(4) [The circumstances concerning why the independent auditor's report on compliance for major
programs is other than an unqualified opinion, unless such circumstances are otherwise reported as
audit findings in the schedule of findings and questioned costs for state financial assistance;] Known
questioned costs which are greater than $1.000 for a state program which is not audited as a major
program. Except for audit follow-up, the auditor is not required under this section to perform audit
procedures for such a state program; therefore, the auditor will normally not find questioned costs
for a program which is not audited as a major program. However, if the auditor does become aware
of questioned costs for a state program which is not audited as a major program (e.g., as part of audit
follow-up or other audit procedures) and the known questioned costs are greater than $1,000, then
the auditor shall report this as an audit finding;
(5) [Known fraud affecting state financial assistance, unless such fraud is otherwise reported as an
audit finding in the schedule of findings and questioned costs for state financial assistance. This
paragraph does not require the independent auditor to make an additional reporting when the
independent auditor confirms that the fraud was reported outside of the independent auditor's report
under the direct reporting requirements of GAGAS; and] The circumstances concerning- why the
independent auditor's report on compliance for major programs is other than an unqualified opinion,
unless such circumstances are otherwise reported as audit findings in the schedule of findings and
questioned costs for state financial assistance;
(6) [Uncorrected audit findings from the prior year.] Known fraud affecting state financial
assistance, unless such fraud is otherwise reported as an audit finding in the schedule of findings and
questioned costs for state financial assistance. This paragraph does not require the independent
auditor to make an additional reporting when the independent auditor confirms that the fraud was
reported outside of the independent auditor's report under the direct reporting requirements of
GAGAS: and '
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(7) Instances where the results of audit follow-up procedures disclosed that the summary of prior

audit findings prepared by the auditee materially misrepresents the status of any prior audit finding,
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State of Connecticut

REGULATION
of -

NAME OF AGENCY
Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 6. Subsection (c) of Section 4-236-24 of the Regulations of Connecticut State Agencies is
amended to read as follows:

(c) [At the completion of the audit, the auditee shall] The auditee is responsible for follow-up and
corrective action on all audit findings. As part of this responsibility, the auditee, upon completion of the
audit, shall prepare a corrective action plan to address each audit finding included in the current year
independent auditor’s [reports] report. The corrective action plan shall provide the name(s) of the
contact person(s) responsible for corrective action, the corrective action planned, and the anticipated
completion date. If the auditee does not agree with the audit findings or believes corrective action is not
required, then the corrective action plan shall include a statement to that effect and specific reasons in
support of such opinion. Said plan shall be included in the State Single Audit Reporting package. In
addition, the auditee is responsible for preparing a schedule of prior audit findings which shall report the
status of audit findings reported in the prior year’s audit report.
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State of Connecticut

REGULATION
: of

NAME OF AGENCY
Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 7. Section 4-236-25(b) of the Regulations of Connecticut State Agencies is amended to
read as follows:

(b) Reports, including program audit reports, prepared in accordance with sections 4-236-23 and 4-236-
26 of the Regulations of Connecticut State Agencies shall be submitted by the auditee to the cognizant
agency and, if applicable, state grantor agencies [that provided state financial assistance to the auditee]
and pass-through entities. Reports shall be submitted no later than six months after the end of the period
under audit, pursuant to section 4-232 of the Connecticut General Statutes.
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State of Connecticut

REGULATION
of

NAME OF AGENCY
Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 8. Section 4-236-26(b)(1) of the Regulations of Connecticut State Agencies is amended to
read as follows:

(1) The auditee shall prepare the financial statement(s) for the state program that includes, at a
minimum, a schedule of expenditures of state financial assistance for the program and notes that
describe the significant accounting policies used in preparing the schedule, a summary schedule of prior
audit findings and a corrective action plan consistent with the requirements of section 4-236-24(c) of the
Regulations of Connecticut State Agencies.
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State of Connecticut

REGULATION
of

NAME OF AGENCY
Office of Policy and Management

Concerning

SUBJECT MATTER OF REGULATION
State Single Audits

Section 9. Section 4-236-30 of the Regulations of Connecticut State Agencies is amended to read
as follows:

Section 4-236-30. Retention of working papers and reports

The independent auditor shall document in the working papers the risk analysis process used in determining major
state programs. Following completion of an audit, working papers shall be made available, upon request,

to the cognizant agency, its designee, the Auditors of Public Accounts and awarding agencies. Awarding
agencies shall notify the cognizant agency of their intent to review working papers. Working papers and
reports shall be retained for a minimum of [three] five years from the date of filing a certified copy of
the audit report with the cognizant agency, unless the independent auditor is notified in writing by the
cognizant agency to extend the retention period.
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Statement of Purpose:

Amendments to Sections 4-236-21, 4-236-23, 4-236-24, 4-236-25, 4-236-26, and 4-236-30 of the
Regulations of Connecticut State Agencies are being proposed to conform with the latest technical
terminology and auditing standards provided in Government Auditing Standards and to provide detailed
descriptive information on how findings and questioned costs related to state financial assistance
programs should be reported when conducting audits of state financial assistance programs.

P.A. 09-7 amended certain sections of the Connecticut State Single Audit Act (Connecticut General
Statutes 4-230 to 4-236) to make more uniform with the Federal Single Audit requirements in regards to
conducting the audit and reporting on the results of the audit. The updated terminology and audit
procedures in the proposed regulations would similarly provide for more uniformity between the Federal
Government’s Single Audit guidelines and the State of Connecticut’s Single Audit regulations.

The proposed regulations are in conformity with section 4-236 of the Connecticut General Statutes.
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CERTIFICATION

Be it known that the foregoing (check one) Regulations [____] Emergency Regulations

are (check all that apply) || Adopted Amended as hereinabove stated | | Repealed

by the aforesaid agency pursuant to section(s) 4-236 of the General Statutes

and/or Public Act number(s) )

(If applicable) after publication of notice of intent in the Connecticut Law Journal on _May 4, 2010 ,

(If applicable) and the holding of an advertised public hearmg on ;

WHEREFORE, the foregoing regulations are hereby (check all that apply)
D Adopted Amended as hereinabove stated {:[ Repealed

EFFECTIVE: (check one, and complete as applicable)

OR D (insert date)

IX] When filed with the Secretary of the State

In Withess DATE SIBNED (Head of Board, Agency or Comm:ss:on) OFFICIAL TITLE, DULY AUTHORIZED
Whereof: / . ,

18 2010

Acting Secretu 5:

APPROVED by the Attorney Generél as fo Iegal Suffi c:ency in accordance with CGS Section 4-19, as amended

DATE

SIGNED (Atthrney General or A@'s ddsignfted representative) OFFICIAL TITLE, DULY AUTHORIZED
/2/)9/ 10 L fisocite iy (ron |

Or D DEEMED APPROVED by the ﬂ)rney General in accbrdance with CGS Section 4-1 69, as amended, due to fhilure to give
notice to the agency of any legal insufficiency within thirty (30) days of the receipt of the proposed regulation.

DATE ] SIGNED (Head of Board, Agency or Commission) OFFICIAL TITLE, DULY AUTHORIZED

(For Regulation Review Committee Use ONLY)

D Approved l:] Rejected without prejudice

D Approved with technical corrections [___] Disapproved in part, (Indicate Section Numbers disapproved only)

|:| Deemed approved

pursuant to CGS 4-170(c) as amended

By the Legislative Regulation Review DATE SIGNED (Administrator, Legislative Regulation Review Committes)

Committee in accordance with CGS
Section 4-170, as amended

Two certified copies received and filed and one such copy forwarded to the Commission on Off“ cial Legal Publications in
accordance with CGS Section 4-172, as amended.

DATE SIGNED (Secretary of the State) BY

INSTRUCTIONS

1.

All regulations proposed for adoption, amendment or repeal, except emergency regulations, must be presented to the
Attorney General for his/her determination of legal sufficiency. (See CGS Section 4-169.)

After approval by the Attorney General, original and eighteen (18) copies of all regulations proposed for adoption,
amendment or repeal must be presented to the standing Legislative Regulation Review Committee for its action. (See
CGS Section 4-170.)

Each proposed regulation must be in the form intended for publication and each section must include the appropriate
regulation section number and section heading. (See CGS Section 4-172.)

New language added to an existing regulation must be in underlining or CAPITAL LETTERS, as determined by the
Regulation Review Committee. (See CGS 4-170(b).)

Language to be deleted must be enclosed in brackets []. (See CGS 4-170(b).)

A new regulation or new section of a regulation must be preceded by the word "(NEW)" in capital letters. (See CGS
Section 4-170(b).)

The proposed regulation must have a statement of its purpose following the final section of the regulation. (See CGS
Section 4-170(b).)

Additional information regarding rules and procedures of the Legislative Regulation Review Committee can be found on
the Committee’s web site: hitp://www.cga.ct.gov/rr/ .

A copy of the Legislative Commissioners’ Regulations Drafting Manual is located on the LCO website at
hitp://www.cga.ct.gov/lco/LCODraftRegu.asp .




