ORDERING GUIDE ON THE PROPER USAGE OF: 
THE FINANCIAL AND BUSINESS SOLUTIONS (FABS) SCHEDULE SPECIAL ITEM NUMBER (SIN) 520 7

WHEN TO USE FINANCIAL AND PERFORMANCE AUDITS

The scope of SIN 520-7, Financial and Performance Audits, under General Services Administration’s (GSA’s) FABS Schedule allows authorized users access to financial, performance, and contract audit services.  

This SIN has been refreshed in order to continue offering the best financial and audit service contractors for the following services:  

· Government Contract Audit & Advisory Services - Government contract audits and attestation engagements, such as examinations, provide an opinion and agreed upon procedures performed in accordance with Generally Accepted Government Accounting Standards (GAGAS).
· Economy and Efficiency Audits - Conducted to determine whether governments are performing their duties in the most economical and efficient manner.
· Program Results and Program Fraud Audits - Assess whether a program’s objectives, components or results are proper, suitable or relevant. Assist the government in preventing fraud by examining and evaluating the adequacy and effectiveness of their internal controls system, commensurate with the extent of the potential exposure.
· Financial Statement Audits - Audit financial statements prepared in conformity with the standards of accounting issued by Statement of Federal Financial Accounting Standards (SFFAS) and the American Institute of Certified Public Accountants (AICPA).
· Segments of Financial Statements - Allows for the auditing of financial information, such as statement of revenue and expenses, statement of cash receipts and disbursements, statement of fixed assets, budget requests, and variances between estimated and actual financial performance.
· Internal Controls - Allows for the audit for compliance with laws and regulations such as those governing the bidding for, accounting for, and reporting on grants and contracts including proposals, amounts billed, and amounts due on termination claims.  Additionally, it encompasses audit financial reporting and/or safeguarding assets including controls using computer-based systems.

The Defense Contract Audit Agency (DCAA), which operates under the authority, direction, and control of the Under Secretary of Defense, was established and remains the primary contract auditing service for the Department of Defense.
As audit work is generally time sensitive and under such scrutiny for the use of tax payer dollars, SIN 520 7 can help supplement DCAA’s efforts, particularly with civilian agencies, but also for some requirements for the Department of Defense, to ensure that federal agencies receive services in a timely and effective manner.
On July 22, 2010, the Improper Payments Elimination and Recovery Act (IPERA) was signed into law to improve agency efforts to reduce and recover improper payments in several ways, including:
· Identification and Estimation of Improper Payments. IPERA requires agencies to conduct annual risk assessments, and if a program is found to be susceptible to significant improper payments, then agencies must measure improper payments in that program.  
· Payment Recapture Audits. The bill expands the types of programs that are required to conduct payment recovery audits.
· Use of Recovered Improper Payments. IPERA also authorizes agency heads to use recovered funds for additional uses than currently allowed, including to improve their financial management, to support the agency’s Office of Inspector General, and for the original intent of the funding.
· Compliance and Non-Compliance Requirements. Under IPERA, there is a list of actions that an agency must take to be in compliance with the law, and the agency Inspector General is responsible for determining whether the agency is in compliance with the law.

SIN 520 7 can help agencies obtain these and other audit services needed to be proactive in eliminating improper payments.

HOW TO ORDER CONTRACT AUDIT SERVICES FROM SIN 520 7

It is the responsibility of the ordering agency to place orders following the regulations set forth in FAR Part 8.4 and any supplementary guidance from the ordering agency. 

It is recommended that ordering agencies notify their agency Office of Inspector General (IG) prior to placing an order for contract audit services. By informing the IG of the intent to order auditing services, the ordering office can mitigate potential concerns and issues from the IG after award, to ensure task orders meet agency policies, such as the IPERA.

SIN 520-7 includes a wide variety of program, financial, and contract audit services.  Contract audit services themselves cover a broad range of actions.  As part of your Request for Quote (RFQ) evaluation, GSA recommends that you specifically address both corporate and individual experience for the type of contract audit service required.

The following sections details special recommendations for contract audit service RFQ:

Statement of Work
For specific instruction on how to order from schedules using a Statement of Work (SOW), please reference the GSA Ordering Guide. All services outlined in the SOW must be within scope of the SIN and Schedule.

When writing the SOW, it is recommended that ordering agencies confirm that no part actually states or implies work prohibited as an inherently governmental function. To help you answer this question, a summary section with specific information and policies pertaining to inherently governmental functions is listed below.

If special procedures must be followed such as GAGAS, it is recommended that this be specified in the SOW to ensure the contractor meets the ordering agencies requirements.

Inherently Governmental Function
Per federal regulation, inherently governmental functions are prohibited to be performed by anyone but agency officials.  This means when contracting for services, ordering agencies must ensure that any final agency action reflects the informed, independent judgment of agency officials.  Inherently governmental functions are listed in the Federal Acquisition Regulation (FAR) Part 7.503, Office of Management and Budget Circular A-76, and the FAIR Act. Ordering Agencies must check internal policies as well, as it is the responsibility of the Ordering Agency to ensure compliance at the ordering level.

Essentially, in contract audit services, the line between an inherently governmental and a commercial service should be determined by the ordering agency.  The contract auditor can support the Contracting Office decision by assessing, gathering data, analyzing, evaluating, and recommending.   They cannot conclude, decide, or make the determination on behalf of the Government.

The following are some examples of services listed in the FAR as inherently governmental functions specific to financial services. This list is not all inclusive, and the full list should be reviewed when writing the RFQ and prior to any RFQ posting to ensure compliance with regulations.

· The determination of Federal program priorities for budget requests.
· In Federal procurement activities with respect to prime contracts:
· Determining what supplies or services are to be acquired by the Government;
· Participating as a voting member on any source selection boards;
· Approving any contractual documents, to include documents defining requirements, incentive plans, and evaluation criteria;
· Administering contracts;
· Awarding Contracts;
· Determining whether contract costs are reasonable, allocable, and allowable; and
· Participating as a voting member on performance evaluation boards.
· The approval of Federal licensing actions and inspections.
· The determination of budget policy, guidance, and strategy.
· The collection, control, and disbursement of fees, royalties, duties, fines, taxes, and other public funds, unless authorized by statute, such as 31 U.S.C. 952 (relating to private collection contractors) and 31 U.S.C. 3718 (relating to private attorney collection services), but not including:
· Collection of fees, fines, penalties, costs, or other charges from visitors to or patrons of mess halls, post or base exchange concessions, national parks, and similar entities or activities, or from other persons, where the amount to be collected is easily calculated or predetermined and the funds collected can be easily controlled using standard case management techniques; and
· Routine voucher and invoice examination.
· The control of treasury accounts.
· The administration of public trusts.
· The drafting of Congressional testimony, responses to Congressional correspondence, or agency responses to audit reports from the Inspector General, the Government Accountability Office, or other Federal audit entity.

Organizational and Consultant Conflict of Interest Clause
Per FAR Part 9.5 and Schedule Clause C-FSS-370(f), Contractor Tasks/Special Requirements (NOV 2003), the ordering agency is prohibited from contracting for services from a contractor that might bias a contractor’s judgment due to a connection between an organization or consultant and the entity being audited; and the ordering agency is prohibited from creating an unfair advantage for an organization or consultant to perform the audit. 

As always per FAR Part 3, Government business must also prohibit personal conflicts of interest and shall be conducted in a manner above reproach and, except as authorized by statute or regulation, with complete impartiality and with preferential treatment for none. The general rule is to avoid strictly any conflict of interest or even the appearance of a conflict of interest in Government-contractor relationships.
Evaluation Criteria
The contractors under SIN 520 7 have already been confirmed to have their CPA license at time of the award of the schedule contract. Ordering agencies may want to include as part of the evaluation a confirmation statement that the contractor is a licensed CPA firm and include a copy of the active license(s). 

The contractors under SIN 520 7 were also asked before award of the schedule contract to submit a peer review report and any internal documents to explain what corrective action has been taken regarding any deficiencies. Ordering agencies may wish to ask for an updated report as part of the evaluation in order to document any changes since time of award.

Ask for specific information on both corporate and individual experience for the type of contract audit services you are buying.

To decide if a preference should be given to small businesses or a sub-category of small businesses such as Veteran Owned Small Businesses, it will help to use tools such as the right hand sorter in eLibrary to evaluate how many contractors could meet such a requirement. If the location of the vendor is necessary for purposes of where work will be performed, simply click on the ‘sort by’ link above the ‘City, State’ Column in eLibrary. This will give insight into travel needs the contractor may ask for or government furnished office space in which to work. Even if the RFQ is sent to only ten contractors, all contractors who have contracts will be allowed to see the RFQ and can submit quotes.

Price Evaluation
You can use your own name for any labor categories.   The contractor must be able to map such categories back to the GSA schedule contract, and the rate quoted must be equal to or lower than the schedule rate. 

Per FAR 8.405-4, the ordering agency may request additional price reductions on all orders. If the order is expected to be above the simplified acquisition threshold, it is encouraged to seek additional price reductions. These price reductions can be sought in the initial RFQ, by simply asking for a price better then the GSA schedule price.
WHY IS SIN 520 7 NEEDED

There are numerous examples where SIN 520 7, contract auditing and advisory services, could have helped Government agencies before the U.S. General Accountability Office (GAO) reviewed program and contract work. Below are clear examples why GSA is now offering these expanded services to Government agencies:

In a recent May 2011 GAO report, it emphasized the need to define labor categories and provide details about those categories beyond simply having an invoice state ‘indirect costs’ and an amount. The report found that contracting officers were less likely to correct the invoice after work had been completed. This means that ordering agencies should define in advance, that invoices must detail work done including under line items such as indirect costs.

This recent April 2011 GAO report details recent efforts to address improper payments and remaining challenges. The agency used auditors and went by GAGAS.

GAO released this report (October 2009) detailing the need to improve agency oversight into contractor’s adequate accounting system before contract award.

An article in Homeland Security Today dated May 2011 listed how agencies need to review contract invoices, collect more detailed documentation, and improve focus on closeout audits.

In May 2011, the Federal Aviation Administration’s Office of Inspector General issued a report showing new cost and price analyses should be used  to prevent overpaying for noncompetitive contract awards. 

The GAO issued a report (October 1991) that agencies need necessary cyclical audit coverage to determine whether costs from M&O contractors are accurate, allowable, and reasonable.

Another GAO report published in September 1994, details the need to prevent contractors from claiming unallowable costs in a timely manner.
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