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Does TN Arts Require
an Audit of My Nonprofit?

ONLY IF:
Application Requirement

Your nonprofit is applying for a Major Cultural Institutions
(MCI) or Partnership Support (PS) operating grant

OR
Single Audit Requirement

Your agency expends $750,000 or more of state and/or
federal funds in your fiscal year
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MCI or PS Grant Application

« Major Cultural Institutions, Partnership Support grant
applications

* Financial audit and management letter from independent CPA

« Audit response form to explain how agency has addressed any
findings

 For most recently completed fiscal year

 Submitted at the time of application

« Used to assess fiscal soundness for TN Arts funding decisions

* Cost of audit is an allowable expense for the grant (Professional
Fee)

« Details available at thartscommission.org/grants
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Single Audit Required
$750,000 Threshold

Single Audit required if your nonprofit expends $750,000 or more in
federal and/or state funds in your fiscal year

Financial and compliance audit conducted by a state-approved auditor
according to federal audit standards

Audit report due within 6 months of end of the audit period/your fiscal
year

Used to test proper management of federal funds
Can also be used for operating grant application to TN Arts Commission

Single Audit - one audit can meet audit requirement of all state & federal
funders

Cost of audit is an allowable expense for the grant (Professional Fee)
See your state grant contract section D.19 Audit Report

For more, see Comptroller’'s 2021 Audit Manual Section E. Reporting and
Auditing Requirements Nonprofit Organizations
https://comptrolIer.tn.qu/office-functions/la/resources/manuals.html
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From Your Grant Contract
D.19 Audit Report

D.19. Audit Report. Forr{)urposes of this Section, pass-through entity means a non-federal entity that provides a subaward to
a subrecipient to carry out part of a federal program.

« The Grantee shall provide audited financial statements to the Tennessee Comptroller of the Treasury (“Comptroller”) if during the
Grantee’s fiscal year, the Grantee: (1) expends seven hundred fifty thousand dollars ($750 OOOF_or more In direct and indirect
federal financial assistance and the State is a pass-through entity’ (2) expends seven hundred |f’8/ thousand dollars 1$_750,0_OO) or
more in state funds from the State; or (32 expends seven hundred fifty thousand dollars ($750,000) or more in federal financial
assistance and state funds from the State, and the State is a pass-through entity.

» At least ninety (90) days before the end of its fiscal year, the Grantee shall complete Attachment B to notify the State whether or
not Grantee is subject to an audit. The Grantee should submit only one, completed document during the Grantee’s fiscal year. Any
Grantee that is sub{ect to an audit and so indicates on Attachment B shall complete Attachment C. [t the Grantee is subject to an
audit, Grantee shall obtain the Comptroller’s approval before engaging a licensed, independent public accountant to perform the
audit. The Grantee may contact the Comptroller for assistance identifying auditors.

« The audit contract between the Grantee and the Auditor shall be on a contract form prescribed by the Comptroller. The Grantee
shall be responsible for payment of fees for an audit prepared by a licensed, independent public acCountant. Payment of the audit
fees by the Grantee shall be subdect to the provision relating to Such fees contained within this Grant Contract. The Grantee shall be
responsible for reimbursing the Comptroller for any costs of an audit prepared by the Comptroller.

» All audits shall be performed in accordance with the Comptroller’s requirements, as posted on its web site. When a federal single
audit is required, the audit shall beaperfo_rmed in accordance with U.S. Office of Management and Budget’'s Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards.

» A copy of the audit report shall be provided to the Comptroller by the licensed, independent public accountant. Audit reports shall
be made available to the public. The Grantee shall also submit a copy of the Notice of Audit Report, Parent Child Form, and audit
report to the State via the grant closeout report in the Tennessee Arts Commission online grants management system at
https://tnarts.fluxx.io/user_sessions/new.
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Most Common Error
Related to Single Audit

Not getting a Single Audit when required.

* Required when grantee receives $750,000 or more in
state, federal or combination of state and federal funds
during the grantee fiscal year

« Material breach of contract if not performed
* Puts grant funding at risk if not performed
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Four Requirements of
Single Audit Process
(i.e. How to Comply With D.19)

. Give notice to the state that you are subject to an audit

Use a TN Comptroller contract template to engage a licensed
CPA to perform the audit

. Audit is conducted according to state and federal standards
within six (6) months after the end of the audit period, ie your
fiscal year

. Send a copy of the audit report to the Comptroller and
Tennessee Arts Commission
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1. Notice to State

If your nonprofit will expend $750,000
or more in federal and/or state funds
you are “subject to an audit” for that
fiscal year.

Either way, send completed “Notice of
Audit Report" as a pdf file to
cpo.auditnotice@tn.gov

This is an annual requirement

Due at least ninety (90) days before
the end of your fiscal year

If your arts org is attached to a unit of
local government, the city/county
finance department probably sends a
notice for the whole local government.
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ATTACHMENT B
Notice of Audit Report

Check one of the two boxes below and complete the remainder of this document as
instructed. Send completed documents as a PDF file to cpo.auditnotice@tn.gov. The
Grantee should submit only one, completed “Notice of Audit Report” document
to the State ninety (90) days prior to the Grantee’s fiscal year.

[ Program Organization.Legal Name is subject to an audit for fiscal year 2022

_] Program Organization.Legal Name is not subject to an audit for fiscal year 2022.

Grantee’s Edison Vendor ID Number: Program Organization.edison supplier number

Grantee’s fiscal year end: Program Organization.fiscal year end month Program
Organization.fiscal year end date

Any Grantee that is subject to an audit must complete the information below.

Type of funds expended Estimated amount of funds expended
by end of Grantee’s fiscal year

Federal pass-through funds
a. Funds passed through the State of a.
Tennessee
b. Funds passed through any other b.
entity
Funds received directly from the federal
government
Non-federal funds received directly from
the State of Tenr

Auditor's name:

Auditor’s address:

Auditor’'s phone number:

Auditor’'s email:

COMMISSION
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Notice to State
Parent Child Information

If your nonprofit is subject to an audit,
the notice of audit report has a second
part entitled “Parent Child
Information."”

“Parent” means an entity whose IRS
filing contains the information of at
least one other entity.

“Child" means an entity whose
information is contained in another
entity's IRS filing.

Most TN Arts grantees are neither a
parent nor child and will check “no"
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ATTACHMENT REFERENCE
Parent Child Information

Send completed documents as a PDF file to cpo.auditnotice@tn.qgov. The Grantee should submit only
one, completed “Parent Child Information” document to the State during the Grantee’s fiscal year
if the Grantee indicates it is subject to an audit on the “Notice of Audit Report” document.

“Parent” means an entity whose IRS filing contains the information of at least one other entity.
“Child” means an entity whose information is contained in another entity’s IRS filing.
Grantee’s Edison Vendor ID number:

Is Grantee Legal Entity Name a parent? ~ Yes [] No []

If yes, provide the name and Edison Vendor ID number, if applicable, of any child entities.

Is Grantee Legal Entity Name a child? Yes [] No []
If yes, complete the fields below.

Parent entity’s name:

Parent entity’s tax identification number:

Note: If the parent entity’s tax identification number is a social security number, this form
must be submitted via US mail to:

Central Procurement Office, Grants Program Manager
3 Floor, WRS Tennessee Tower
312 Rosa L Parks Avenue
Nashville, TN 37243

Parent entity’s contact information

Name of primary contact person:

Address:

Phone number:

Email address:

Parent entity’s Edison Vendor ID number, if applicable:
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When to Start
the Audit Contract Process

* As early in the fiscal year as possible when you know your
agency will meet the $750,000 in state and/or federal funds
and be required to have a Single Audit

* So that your agency can get set up in the TN Comptroller
online audit tracking system

* So that an auditor may have time to adequately plan and
schedule

* TIP: Talk sooner than later with your audit firm to see if they
have done Single Audit work in past and are familiar with the
Comptroller's Single Audit system.
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2. Use a TN Comptroller Contract
Template to Engage a Licensed CPA to
Perform the Audit

 Nonprofits are required to execute a three-way online audit
contract (CPA firm, Entity and the Comptroller's Office)
through the Comptroller website
at https://apps.cot.tn.gov/CARS/

« After a CPA firm and nonprofit e-sign the online contract,
the TN State Comptroller's office approves it. To create an
online audit contract, the CPA firm and nonprofit should
have an account in the CARS system. This must be
completed prior to commencing the audit engagement.
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https://apps.cot.tn.gov/CARS/

Goals of TN Comptroller's
Audit System

* To provide accountability for federal and/or state
expenditures by third parties that meet or exceed $750,000
in a single fiscal year

* To ensure that the work conducted by public accounting
firms on behalf of the Comptroller's Office meets the
reqguirements of Government Auditing Standards, Uniform
Guidance, the Contract to Audit Accounts, and the
Comptroller's Audit Manual.

» Efficient documentation and tracking of TN compliance with
federal audit requirements
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TN State Comptroller’'s Audit
Contract And Report System (CARS)

* This is the state's online
system for filing Single 272, | Local Governmen:
Audit contracts and audit

TN Comptroller of the Treasury  Local Government Audit
re p 0 rt S Contract and Report System (CARS)

* Helpful online User’s Manual teme AR o epn Sy
for step-by-step instructions e
fo =

« Access CARS online

* Generate audit contract &
route for signatures and state S
approval —

« Upload audit report when
complete

]

You need to be registered o
the “Sign Up" button to creat

ve use of pop up windows. Please tum off your pop-up blocker 1o fully use this site,

Disclaimer | Department of State | Department of Treasury | General Assembly | Tennessee.gov
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CARS User's Manual

» Step by Step online Guide to P
the CARS system N
OF THE TREASURY
CONTRACT AND REPORT SysTEM (CARS)
* https://apps.cot.tn.gov/CAR e
S—/ UrbpATED AucusT 2021

eReportHelpGuide.pdf

Jason E. Mumpower
Comprroller of the Treasury
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Sign Up for a CARS Account

* Both your organization and your CPA firm must have a CARS
account

T.:ﬁn Local Government

COMPTROLLER .
ormetreasury | AUIL
TN Comptroller of the Treasury  Local Government Ay

Request Access to CARS

- Required fields are indicated by a red asterisk (*).

- An e-mail will be sent to your e-mail address when your request for an account has been approved.
- If you need any assistance with this form, please call Local Government Audit at (615) 401-7841.

- Please note that by creating an account, you are setting up a digital signature that will be used to authorize contracts
and reports on behalf of yourself and your organization.

- Please do not use all caps when completing the form.

- Changes made to your account information are NOT automatically updated in our system. They will be reviewed by
our office first and you will receive an e-mail when they have been accepted.

Are you a part of .7 =

) ACPAFIrm () An Organization

By clicking the button below, you are certifying that this information is sccurate and complete fo the extent of your knowledge.

Submit Request m

Main Menu Help Log Out

Web Policies | Disclaimer | Department of 5tate | Department of Treasury | General Assembly | Tennessee.gov

@ 2021 Tennessee Office of the Comptroller of the Treasury
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Finding an Auditor
if You Don't Have One

Auditor must be Certified Public Accountant licensed in TN or another state

Shofuld have adequate training and experience in governmental accounting and be in good standing in the
profession.

The auditor in charge of the field work should have a practical working knowledge of applicable state and federal
laws and reqgulations.

The auditor should be independent under the requirements of the American Institute of Certified Public
Accountants (AICPA) and Government Auditing Standards in relationship to the engagement.

The audit firm should be currently registered with the State Board of Accountancy (firms with a physical presence
in the State of Tennessee) and should have partlc!Fated in an external quality control review at least once ever
three years, conducted by an organization not affiliated with the firm. (A copy of the most recent external quality
control review report should be provided to you.)

All audit staff assigned to the audit should have the necessary hours of continuing professional education
required by Government Auditing Standards.

For more, see Comptroller’'s Audit Procurement Guide, including sample Request for Proposals
https://comptroller.tn.gov/content/dam/cot/la/documents/manuals/FinalCopyof2021AuditManual.pdf
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Sample Contract for Auditors

* The full text of the sample
contract is available at
https://apps.cot.tn.gov/CARS/p

df/SampleContractToAuditAcco

unts.pdt

* Follow directions in CARS
User’'s Manual to create the
official contract. Enter audit
firm, audit period, # audit
coples and audit fee info in
CARS to generate the contract.

* Follow directions in CARS
User’'s manual for contract
signatures.
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CONTRACT TO AUDIT ACCOTNTS
oF

The muditor shall condect e audit in accondance with Governmeil fudiiing Sianddrds o Try the Compirdlle Guneral of the United Staims and
presceibed by tha Comptrallar of tha Trsasary, State of Temmsasos, & dstaled 1 the Auhrbamual Additiozal infommmation and procedurss sscsssary to

1¥ applicabl, taa +udit i to bo condnckd in accordncs with s provision: of the Sigle A Act znd Title ¥ US. Code of Federal Regulanons Part 204,

%) 2 mepan on the el comerol and o mn-u Fulcaly s 2 i nd other arar, This et il b
whether the crgmization received any f-ﬂqmm ntition which are subject o mum«mmmm-a
OME's Uniforms Guidbace balinchude s addiional ssports equied by that guidmse. Tha reparts will set forh Sndings, secamosendations for

4 Ifa conapasom losr of amy ofiar Teperm ar comsspondance relaing 1 otbar mantams invalving imtamal consls or soacompliznca a sseed i

' Uniform Gridance nd for otbar Endings i

st
&.Wnﬁdﬂ.dm@..nmnm

tha roport s recaived by the Comprrolar of e Treasury, Stam of
z AN bl i T oy Skl oy
b Comptrallas of the Treasury o the Comptraller’s repressaiatives, ageats, 2ad logal counsel, whills the audt is ia progress and'os mbsequest fo the coapletian of the
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3. Audit Conducted per
State & Federal Standards

Report due within six (6) months of the
end of the audit period

Audit period is your organization’s fiscal
year in which $750,000 or more was
expended

Detailed information can be found in the

appropriate AICPA industry audit

%wdes, Government Auditing Standards, and U.S.
ice of Management and Budget’s Uniform

Administrative Guidance

https.//www.grants.gov/learn-grants/grant-

policies/omb-uniform-guidance-2014.html

Auditors must be knowledgeable of the
most recent changes in accounting
and/or auditing.
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* LANGUAGE FROM THE STANDARD AUDITOR CONTRACT

The auditor shall conduct the audit in accordance with Government Auditing
Standards issued by the Comptroller General of the United States and
requirements prescribed by the Comptroller of the Treasury, State of
Tennessee, as detailed in the Audit Manual.

Additional information and procedures necessary to comply with
requirements of governments other than the State of Tennessee are
permissible provided they do not conflict with or undermine the
requirements previously referenced.

If applicable, the audit is to be conducted in accordance with the provisions
of the Single Audit Act and Title 2 U.S. Code of Federal Requlations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance).

The audit is also to be conducted in accordance with any other applicable
federal agency requirements. It is agreed that this audit will conform to
standards, procedures, and reporting requirements established by the
Comptroller of the Treasury.

It is further agreed that any deviation from these standards and procedures
will be approved in writing by the Comptroller of the Treasury
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4. Send Copy of Audit to
Comptroller & TN Arts

* Your auditor uploads a copy of the audit in the CARS system.
Note only CPA firms and certain entities required to submit .
information have the Upload Financial Information option in their
CARS account.

* Email a copy of your audit report to your TN Nonprofit Arts &
Culture Recovery Fund program director who will upload the
audit in the TN Arts Commission online grants system.

AND

» Use audit results to confirm or improve your nonprofit’s internal
controls for future public funding

» May use this audit for next year's MCI or PS annual grant
application

* Audit reports shall be made available to the public
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Questions?

Tennessee Arts Commission

Your TN Arts Nonprofit Arts & Culture Recovery Fund

TN CARS Contact Information

Local Government Audit

Phone: (615) 401-7841

E-mail: lga.web@cot.thn.gov
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