United States Government Accountability Office

GAO

Report to Congressional Requesters

March 2025

GRANTS
MANAGEMENT

Recent Guidance
Could Enhance
Subaward Oversight

GAO-25-107315



GAO
Highlights

Highlights of GAO-25-107315, a report to
congressional requesters

Why GAO Did This Study

In fiscal year 2024, the federal
government obligated roughly $1.2
trillion in grants to support national
priorities. Grant recipients can pass
through these funds to subrecipients in
the form of a subaward. GAO and
Office of Inspectors General audits
have found persistent issues with the
completeness and accuracy of
subaward information. This makes it
challenging to track where subaward
funds are ultimately spent and can
increase the risk for fraud and misuse
of federal funds.

GAO was asked to review various
issues related to subaward oversight.
This report describes (1) common
issues related to subaward oversight
identified through single audits; (2) how
selected federal agencies and grant
programs implement their subaward
oversight requirements; and (3) recent
changes to regulations and guidance
that could enhance subaward
oversight.

GAO analyzed single audit findings
from the Federal Audit Clearinghouse
to identify common compliance issues
related to subaward oversight. GAO
met with officials from IIJA grant
programs with funds distributed as
subawards to describe examples of
federal subaward oversight. GAO also
reviewed recent changes to relevant
regulations and guidance and
discussed how they could improve
subaward oversight with OMB staff.

We provided a draft to our three
selected agencies and OMB for
comment. One agency provided
technical comments, which we
incorporated as appropriate, and two
responded with no comments. OMB
did not provide comments.

For more information, contact Jeff Arkin at
(202) 512-6806 or ArkinJ@gao.gov.

GRANTS MANAGEMENT

Recent Guidance Could Enhance Subaward
Oversight

What GAO Found

The Single Audit Act requires non-federal entities that expend above a certain
amount in federal awards in a fiscal year to undergo a single audit—an audit of
an entity's financial statements and federal awards—or in select cases a
program-specific audit. GAO analyzed 3,680 single audit findings from 2022 to
2024 addressed to recipients that received a grant award from a federal agency
and passed funds through to another entity, or subrecipient, in the form of a
subaward. According to this analysis, 36 percent of these findings were primarily
associated with one of the following topics:

¢ Incomplete subaward reporting. Some of these grant recipients did not
fulfill required reporting of subawards to the Federal Funding Accountability
and Transparency Act Subaward Reporting System (FSRS) for display on
USAspending.gov. This limits the transparency of federal funding and makes
it challenging to track these funds for oversight purposes.

e Subrecipient monitoring activities. Some of these grant recipients did not
monitor their subrecipients’ activities or did not review audit reports for their
subrecipients, which impairs their oversight of those subrecipients.

Verifying or justifying eligibility decisions. Some of these grant recipients
did not ensure that their subrecipients were eligible to receive federal funds,
which can put those funds at risk for fraud.

While grant recipients are responsible for overseeing their subawards, federal
agencies are to ensure the grant recipients they make awards to carry out their
oversight responsibilities. GAO selected an example grant program with
subrecipients from each of the three agencies that received the largest amounts
of Infrastructure Investment and Jobs Act (IIJA) funding. Officials from these
programs described a variety of approaches to support subaward oversight, such
as reviewing recipients’ budgets, progress reports, and audit findings.

In 2024, the Office of Management and Budget (OMB) took steps that could
enhance federal subaward oversight. These steps include:

e amending the Code of Federal Regulations to direct agencies to review
single audit findings to non-federal entities—including subrecipients—which
could broaden agencies’ awareness of challenges affecting their programs;

e issuing a memorandum directing agencies to update their award terms to
clearly convey the requirement for grant recipients to provide complete
subaward descriptions in their reports to FSRS, which should result in clearer
information available to the public about federal spending; and

e addressing GAQO’s prior recommendation to clarify agencies’ role in
supporting subaward data quality by issuing a memorandum directing
agencies to hold their grant recipients accountable for reporting subawards to
FSRS, which should lead to more complete subaward data being publicly
available on USAspending.gov.

GAO will continue to monitor subaward oversight and transparency as agencies
take steps to implement this guidance.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

March 26, 2025

The Honorable James Lankford

Chairman

Subcommittee on Border Management,

Federal Workforce, and Regulatory Affairs

Committee on Homeland Security and Governmental Affairs
United States Senate

The Honorable Joni Ernst
United States Senate

The Honorable Margaret Wood Hassan
United States Senate

In fiscal year 2024, the federal government obligated roughly $1.2 trillion
in grants to tribal, state, local, and territorial governments to support
national priorities. Grant recipients, such as states, can pass through
these funds to other entities in the form of a subaward to help carry out a
portion of the work associated with a grant.!

Our prior work, and that of federal Offices of Inspector General (OIG),
have found persistent issues with the completeness and accuracy of
publicly available information on subawards. For example, our prior work
found that a lack of robust data entry validations and unclear guidance
limited the quality of subaward data displayed on USAspending.gov.2
These issues make it challenging to track where subawards are ultimately
spent and for what purpose. Likewise, OIG and single audit reports have
also identified a number of issues with subaward reporting and oversight,
including instances of subawards not being reported properly, grant

1A subaward is an award provided by a pass-through entity to a subrecipient to carry out
part of a federal award received by the prime recipient or “pass-through” entity. 2 C.F.R. §
200.1.

2GAO, Federal Spending Transparency: Opportunities Exist to Improve COVID-19 and
Other Grant Subaward Data on USAspending.gov, GAO-24-106237 (Washington, D.C.:
Nov. 16, 2024).
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recipients not performing required risk assessments of subrecipients, and
grant recipients not reviewing single audit reports for their subrecipients.3

You asked us to review various issues related to subaward oversight.
This report describes (1) common issues related to subaward oversight
identified through single audits, (2) how selected federal agencies and
grant program offices implement their grant subaward oversight
requirements, and (3) recent changes to regulations and guidance that
could enhance subaward oversight.

To identify common subaward oversight issues identified through single
audits, we analyzed single audit findings using a form of text analytics
called topic modeling to identify themes in the contents of over 7,000
single audit reports from audit years 2022 to 2024, spanning over 30
grant awarding agencies.4 We also reviewed federal government
oversight reports related to subaward oversight.

To describe how selected federal agencies implement their subaward
oversight requirements, we selected three example agencies and grant
programs. We used data from USAspending.gov to identify agencies that
received the most Infrastructure Investment and Jobs Act (IIJA) grant
funding and programs that had reported subawards.5 We also interviewed
knowledgeable officials from our selected agencies and program offices,
and reviewed documentation related to their grant and subaward
management activities.

3A single audit finding is a deficiency that the auditor is required to report in the schedule
of findings and questioned costs under 2 C.F.R. § 200.516. Non-federal entities that
expend $1 million or more in federal awards in their fiscal year are generally required to
undergo a single audit (an audit of a non-federal entity’s financial statements and federal
awards) performed by an independent auditor and conducted pursuant to generally
accepted government auditing standards, as set out in OMB’s implementing single audit
guidance. 2 C.F.R. § 200.501. See generally, 2 C.F.R. pt. 200, subpart F. During our audit
period, the applicable annual expenditure threshold was $750,000. See 2 C.F.R.

§ 200.501 (2023). A single audit can help identify the federal award recipient’s deficiencies
in (1) compliance with the provisions of federal statutes, regulations, and awards that may
have a direct and material effect on each major grant program; (2) internal controls
pertaining to compliance requirements for each major grant program; and (3) the
presentation of information on its financial statements and schedule of expenditures of
federal awards under applicable accounting standards. See 31 U.S.C. § 7502(e), 2 C.F.R.
§ 200.514.

4We did not limit our single audit analysis to a specific awarding agency or agencies.

5Pub. L. No. 117-58 (2021).
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To describe recent changes in the requirements on awarding agencies
and grant recipients for subaward oversight, we reviewed relevant federal
laws, regulations, and guidance, including Office of Management and
Budget’'s (OMB) final rule issued in April 2024, which took effect in
October 2024. We interviewed OMB staff about recent updates to
regulations and guidance memorandums to confirm our understanding of
their purposes. For more information on our scope and methodology, see
appendix I.

We conducted this performance audit from January 2024 to March 2025
in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Background

Federal grant subawards are made when a recipient that received a grant
award from a federal agency—known as the prime recipient—passes
some amount of that award to a subrecipient to carry out part of the work
associated with the grant award. Subawards made by prime grant
recipients are referred to as first-tier subawards.é Federal awarding
agencies do not have a direct legal relationship with subrecipients.
Instead, oversight responsibility for first-tier subawards belongs to the
prime recipients of federal awards (see fig. 1).7

8Subrecipients are also able to pass funding on to another entity to carry out or assist with
part of the work, which would result in a subaward beyond the first tier (second tier, third
tier, etc., as appropriate).

72 C.F.R. §§ 200.331-332. A pass-through entity is a recipient or subrecipient that
provides a subaward to a subrecipient (including lower tier subrecipients) to carry out part
of a federal program. 2 C.F.R. § 200.1.
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Figure 1: Levels of Federal Funding for Grant Awards
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Federal regulations assign several oversight responsibilities to pass-
through entities for the subawards they make.8 For prime recipients that
pass through funds as subawards, these responsibilities include:

« confirming that subrecipients are not suspended or debarred from
receiving federal funds;

« evaluating subrecipients’ risk of committing fraud;

8Pass-through entity means a recipient or subrecipient that provides a subaward to a
subrecipient (including lower tier subrecipients) to carry out part of a federal program. The
authority of the pass-through entity under this part comes from the subaward agreement
between the pass-through entity and subrecipient.
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« reporting subaward information to the Federal Funding Accountability
and Transparency Act Subaward Reporting System (FSRS), as
required;?®

« ensuring subrecipients undergo single audits, if required, and that
they address findings from those audits; and

« monitoring the activities of their subrecipients as necessary.1°

Although federal agencies that award prime grants do not have a direct
legal relationship with subrecipients of those grants, they provide indirect
oversight of subawards by ensuring prime recipients carry out their
subaward oversight responsibilities.!! The role for awarding agencies
includes:

e approving prime recipients’ subaward activities that were not
previously approved as part of their application;

« communicating subaward oversight and reporting requirements to
prime recipients;

« collecting and reviewing regular performance reports from prime
recipients, which can include information on subrecipients and their
activities; 12

« reviewing and addressing findings from single audits, which can
include findings on prime recipients’ monitoring of subawards; and

9FSRS is the system into which prime recipients report subaward information. The
General Services Administration (GSA) announced that as of March 8!, 2025, it has
retired FSRS.gov and transferred its subaward reporting functions to SAM.gov.
Throughout this report, FSRS refers to the subaward reporting system housed at
FSRS.gov or SAM.gov, as appropriate.

10See appendix Il for a summary of selected prime recipient subaward oversight
requirements laid out in federal regulations and guidance.

112 C.F.R. § 200.339 details remedies for noncompliance, as appropriate. These remedies
include temporarily withholding payments until an award recipient or subrecipient takes
corrective action, disallowing costs for all or part of the activity associated with the
noncompliance of the recipient or subrecipient, or suspending or terminating the federal
award in part or in its entirety.

12Agencies are required to measure a recipient’s performance and communicate how the
recipient must submit performance reports on achievement of the program’s goals and
objectives. 2 C.F.R. §§ 200.301, 200.329(c). Throughout this report, we refer to the
recipient’s performance reports as progress reports.
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Common Subaward
Compliance Issues
Emerged from Single
Audit Findings

« holding prime recipients accountable for reporting required subawards
to USAspending.gov via FSRS. 13

To identify common compliance issues related to subaward oversight, we
used a statistical approach called topic modeling to analyze relevant
findings from single audits.'* We selected audit findings from audit years
2022 to 2024 that were addressed to prime recipients that passed funds
through to another entity in the form of a subaward. Through our topic
model we identified nine topics, three of which we determined were most
relevant to subaward oversight and compliance issues. Of the 3,680
single audit findings we selected for this analysis, 1,332 (36 percent) were
primarily associated with one of these three topics.

Incomplete subaward reporting.’> According to our model, 517 (14
percent) of the 3,680 findings we selected for this analysis were most
closely associated with the topic we refer to as “FFATA reporting.”
Findings associated with this topic commonly noted that data about
subawards required to be reported under FFATA were either not
reported, not reported timely, or reported incorrectly. For example, one
single audit finding associated with this topic described testing a sample
of 96 subawards and found that over half of those, totaling over $130
million in obligations, were not reported to FSRS.16 Subawards not
reported to FSRS are not visible to the public via USAspending.gov,
limiting the transparency of federal funding and making it challenging to
track these funds for oversight purposes.

13See appendix |l for a summary of selected agency oversight requirements laid out in
federal regulation and guidance.

14Topic modeling uses machine learning to detect underlying topics, or groups of related
words, within text documents. See appendix | for detailed information about our topic
modeling.

15To succinctly refer to the topics generated by our topic models in this report, we have
assigned shortened names to the ones we will discuss based on the keywords identified
by our models and our subjective review of the findings deemed most representative of
those topics, according to our models. These names do not summarize all the keywords
identified by our model as associated with the topic, nor do all findings associated with
that topic relate specifically to the concept captured by our topic name. FFATA reporting is
the name we assigned to topic number 2 in appendix | table 1. “FFATA” refers to the
Federal Funding Accountability and Transparency Act of 2006, Pub. L. No. 109-282, 120
Stat. 1186, which is reprinted as amended at 31 U.S.C. § 6101 note.

16Florida Department of Financial Services, Florida Annual Comprehensive Financial
Report for the fiscal year ended June 30, 2023 (Tallahassee, Fl.: Feb. 28, 2024).
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We examined the single audit findings most closely associated with this
topic to identify shared root causes.'” Based on that analysis, we found:

« atleast 199 (38.5 percent) were attributed to the prime recipient
having deficient internal controls to fully comply with their subrecipient
monitoring responsibilities;

« atleast 99 (19.1 percent) were attributed to the prime recipient not
understanding or being aware of federal requirements;

« atleast 78 (15.1 percent) were attributed to mistakes or errors,
including miscalculations;

o atleast 44 (8.5 percent) were attributed to personnel limitations, such
as inadequate staff and turnover; and

« atleast 15 (2.9 percent) were attributed to the auditee lacking
evidence, such as documents, records, or tracking.

Subrecipient monitoring activities.'8 According to our model, 482 (13
percent) of the 3,680 findings we selected for this analysis were most
closely related to the topic we refer to as “assorted subrecipient
monitoring activities.” The findings most closely associated with this topic
included deficiencies such as not monitoring the activities of
subrecipients, not conducting a required risk assessment for
subrecipients, and not ensuring that subrecipients underwent required
single audits or failing to review single audit reports.

According to our analysis of the cause statements related to these
findings, we found that:

o atleast 224 (46.5 percent) were attributed to the prime recipient
having inadequate internal controls to fully comply with their
subrecipient monitoring responsibilities;

« atleast 41 (8.5 percent) were attributed to personnel limitations, such
as inadequate staff and turnover;

« atleast 39 (8.1 percent) were attributed to mistakes or errors,
including miscalculations;

17We performed this analysis by using a searching methodology on words and phrases
related to certain root causes we identified (see appendix | for more information). Findings
in our analysis may have more than one root cause type. In addition, because we cannot
perfectly account for every possible phrasing, frequencies of root causes based on this
analysis may be underestimates.

18Subrecipient monitoring activities refers to topic number 1 in appendix | table 1.
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« atleast 31 (6.4 percent) were attributed to the prime recipient not
understanding or being aware of federal requirements; and

« atleast 30 (6.2 percent) were attributed to the auditee lacking
evidence, such as documents, records, or tracking.

Verifying or justifying eligibility decisions.'® According to our model,
333 (9 percent) of the 3,680 findings we selected for this analysis were
most closely related to the topic we refer to as “verifying or justifying
eligibility decisions.” Prime recipients of federal funds that plan to make a
subaward must first check that intended subrecipients are not suspended
or debarred from receiving federal funding. This can be done by checking
the list of suspended and debarred entities on SAM.gov.20 If recipients
award federal funds to subrecipients without conducting the required
suspension and debarment checks, then those funds are at risk of being
spent fraudulently.

According to our analysis of the cause statements in the findings most
closely associated with this topic:

« atleast 101 (30 percent) were attributed to the prime recipient having
deficient internal controls to fully comply with their subrecipient
monitoring responsibilities;

« atleast 42 (12.6 percent) were attributed to the prime recipient not
understanding or being aware of federal requirements;

« atleast 37 (11.1 percent) were attributed to the auditee lacking
evidence, such as documents, records, or tracking;

« atleast 20 (6 percent) were attributed to simple mistakes or errors,
including miscalculations; and

« atleast 13 (3.9 percent) were attributed to personnel limitations, such
as inadequate staff and turnover.

19Verifying or justifying eligibility decisions is the name we assigned to topic number 5 in
appendix | table 1. This topic also included findings about decisions to limit competition for
procurements or contracts made with federal grant funds, and how those decisions were
justified or documented.

20SAM.gov is the System for Award Management administered by GSA.
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Selected Agencies
Use a Variety of
Approaches to
Conduct Subaward
Oversight

Selected grant program officials we spoke to told us about a variety of
approaches they take to implement their subaward oversight
responsibilities. We selected three financial assistance programs from the
Department of Energy (DOE), the Department of Transportation (DOT),
and the Environmental Protection Agency (EPA), which were the three
agencies that received the largest amounts of IIJA funding, to provide
examples of how they conduct oversight of subawards.2' We selected
these example programs based on funding they had received and their
experience with subawards. See figure 2 for more information on our

selected example programs.

Figure 2: Selected Programs with Subawards That Received Funding from the Infrastructure Investment and Jobs Act (llJA)

U. S. Department of Energy

U. S. Department of Transportation

U. S. Environmental Protection Agency

Weatherization Assistance
Program for Low-Income
Persons

Provides formula grants to
increase the energy efficiency of
dwellings owned or occupied by

low-income persons, reduce energy
expenditures, and improve
health and safety.

Prime recipients: States and Territories

IIJA Appropriations: $3.5 billion

University Transportation
Centers Program

Provides project grants to

universities for transportation
research and education.

Prime recipients: Universities

IIJA Appropriations: $500 million®
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Chesapeake Bay
Program

Provides project grants for
restoration efforts in regions
around the Chesapeake Bay.

Prime recipients: Non-profits; state,
tribal and local governments;
colleges and universities;
and interstate agencies.

IIJA Appropriations: $238 million

Sources: GAO summary of program information. U.S. Department of Energy, U.S. Department of Transportation, and U.S. Environmental Protection Agency (seals). | GAO-25-107315

aThis total includes general fund appropriations as well as contract authority for this program.

21Agencies reported the first-year IIJA funds are available for obligation spans fiscal year

2022 to fiscal year 2026.
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Approving Planned
Subaward Budgets in
Prime Recipients’
Applications

Recipients can include information about proposed subawards with their
grant application. This information can include the total amount the prime
recipient plans to pass through to subrecipients, details about anticipated
subrecipients, and the amount each subrecipient would be slated to
receive. Recipients must receive written approval for subaward activities
that were not previously approved as part of their application from the
agency or pass-through entity that made the award.

Officials we spoke to from our selected programs provided us different
examples of what these proposed budgets contain. For example,
applications for DOE’s Weatherization Assistance Program for Low-
Income Persons (Weatherization) include budgets with specific columns
for subrecipient administration, and training and technical assistance for
subrecipients.22 DOE officials told us that for competitive grants,
applicants are to identify potential subrecipients in their grant proposals
as well as provide an estimated budget that would include subawards,
certain equipment to be used, and a written description of what the
subrecipients’ contributions to the overall project will be. Additionally,
DOE officials told us that Weatherization prime recipients are required to
submit a plan that outlines how the prime recipient will administer the
funds and ensure compliance with requirements and that includes a list of
planned subrecipients.

Colleges and universities applying for grants under DOT’s University
Transportation Centers (UTC) program as a lead institution include
proposed budgets for each intended consortium member institution in
their application.23 DOT officials told us they consider the consortium of
colleges and universities to be a team of partners, and the award
decisions are made based on all the institutions involved in a proposed
consortium.

22Energy’s Weatherization Assistance Program for Low-Income Persons is intended to
increase the energy efficiency of dwellings owned or occupied by low-income persons,
reduce their total residential energy expenditures, and improve their health and safety,
especially low-income persons who are particularly vulnerable. DOE awards prime grants
to states and territories. The states and territories then make subawards to non-profit
community action agencies or other public or non-profit entities that use the funds locally.

23DOT’s UTC program awards grants to non-profit institutions of higher education to
establish and operate centers that are intended to advance transportation research and
technology and develop the next generation of transportation professionals. These centers
are made up of a lead institution, which is the prime recipient of the grant, and consortium
members, which are institutions of higher education that receive funding via subawards
from the lead institution.
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If a prime recipient proposes subaward activities not previously proposed
and approved in the federal award, they must submit a written request to
the awarding agency and have that request approved.24 For example,
DOE officials shared an example of a Weatherization recipient’s modified
annual plan that added a subrecipient that was not in the original plan.
The moadification included the new subrecipient's name and revised
subaward amount for each planned subrecipient.25 Officials from UTC
and the Chesapeake Bay Program told us they had not received any
requests to change funding to subawards after an original grant
agreement was made.

Ensuring Prime Grant
Award Recipients Report
Required Subaward
Information

Prime recipients are required to report subawards greater than or equal to
$30,000 for display on USAspending.gov, via FSRS, by the end of the
month after the month in which the award was made.26 For example, a
reportable subaward made in November must be reported to
USAspending.gov via FSRS by the end of December.

Agency officials shared some examples of activities that are intended to
ensure prime recipients report required subaward information. For
example, EPA officials told us they check FSRS as part of their annual
review of each grant recipient to ensure subawards have been reported
for the Chesapeake Bay Program.2” EPA’s internal guidance for this
review contains detailed instructions on accessing FSRS.gov to check
whether grant recipients have reported their subawards. EPA officials
also reach out to prime recipients that have not reported their subawards
to FSRS to remind them of their reporting requirements.

242 C.F.R. § 200.308(f)(6). A change of subrecipient only requires prior approval if the
federal agency or pass-through entity that made the award includes the requirement in the
terms and conditions of the federal award.

25The total amount of subaward funds in this example remained the same, so the amount
for some subrecipients was redistributed to account for the additional subrecipient.

262 C.F.R. § 170 app. A(l)(a)(1)-(2). Some exemptions apply.

27The EPA’s Chesapeake Bay Program awards competitive grants and cooperative
agreements to states, tribal and local governments, nongovernmental organizations,
interstate agencies, and academic institutions to reduce and prevent pollution and to
improve the living resources in the Chesapeake Bay. Some of these recipients make
subawards to other entities, such as research centers, to conduct work that includes
creating pollinator habitats, stream restoration, and implementing runoff reduction
projects.
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DOE officials told us that they did not regularly check FSRS reporting for
recipients of the Weatherization program.28 DOE officials told us that they
are working on improving the subaward data in FSRS for the
Weatherization program by developing a report that merges data from
several systems to identify prime recipients that are not reporting
subawards. DOE officials also told us they plan to send a reminder to
those prime recipients that have made subawards above the required
reporting threshold regarding their FSRS reporting requirements, which
could help improve the completeness of Weatherization subaward
reporting.

Collecting Regular
Progress Reports from
Grant Recipients

Federal regulations generally require prime recipients to submit regular
reports on their progress implementing grant awards to awarding
agencies on at least an annual but no more than a quarterly basis.29
These periodic reports help agencies ensure program goals are being
met and can contain information on subrecipients and the work they are
conducting.

The content of progress reports varied across our selected programs. For
example, the progress reports we reviewed for the Weatherization
program presented total numbers of weatherized units in a state or
territory during the reporting period and over the life of the grant to date.
These quarterly reports contained additional information on the work
conducted, such as the number of weatherized units by primary heating
fuel and type of occupant.30

28\We reviewed subaward data from USAspending.gov to identify prime recipients of our
selected programs that had not reported any subawards to USAspending.gov, as of
November 1, 2024. We then reviewed progress reports submitted by those prime
recipients to determine whether the reported activities and budgets indicated that
subawards had been made that should have been reported. We found that some
Weatherization prime recipients that indicated they had made subawards did not have any
subawards reported on USAspending.gov. For example, 15 (27 percent) of the 56
Weatherization grant recipients that indicated in their progress reports that they had made
subawards had not reported any subawards to USAspending.gov via FSRS as of
November 1, 2024. According to the plans we reviewed, these recipients intended to
subaward a combined total of $818 million.

29Agencies are required to measure a recipient’s performance and communicate how the
recipient must submit performance reports on achievement of the program’s goals and
objectives. 2 C.F.R. § 200.301(a). Throughout this report, we refer to the recipient’s
performance reports as progress reports.

30Revisions to the quarterly progress reports for program year 2024 include requiring
recipients to report units completed by subrecipient.
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Progress reports we reviewed for the UTC program included descriptions
of research projects subrecipients were conducting. DOT officials told us
that prime recipients submit progress reports every 6 months using a
standardized template that describes major goals of the program;
research projects being undertaken; and accomplishments in areas such
as research, education, and workforce development. They also noted that
there are individual reports submitted for each research project across the
centers that include a description of the project and its effects, and that
each transportation center is required to have a website where they post
information on the research conducted.31

Reviewing Findings from
Single Audits and Office of
Inspector General Reports

Under the Single Audit Act and OMB’s implementing guidance, non-
federal entities that expend $1 million or more in federal awards in their
fiscal year are generally required to undergo a single audit.32 If a single
audit identifies certain deficiencies, then these single audit findings must
be included in the reporting package that the recipient submits to the
Federal Audit Clearinghouse (FAC).33 Single audits typically include a
financial review of an entity’s expenditures of federal awards, and a
compliance review related to its major grant programs that typically
covers issues such as cash management, equipment and real property
management, and allowable costs. Single audit findings can be relevant
to subawards even when the auditee is not a subrecipient.34 For example,
single audits of prime recipients can find compliance issues with the
auditee’s subrecipient monitoring or reporting, which could include
reporting subawards to FSRS. While single audits are an important

31For an example of one such website, see https://www.uh.edu/cybercare/.

3231 U.S.C. § 7502(a); 2 C.F.R. § 200.501. Effective for federal awards issued beginning
October 1, 2024, the expenditure threshold increased from its previous level of $750,000
to $1 million. Such audits must be performed by an independent auditor and conducted in
accordance with generally accepted government auditing standards. 31 U.S.C. § 7502(c).

33The FAC is the repository of record designated by OMB for single audits performed
under the Single Audit Act. The U.S. Census Bureau maintained the FAC until October
2023, when OMB designated GSA to assume responsibilities. Audited entities upload
reports to the FAC. The FAC can be accessed at https://www.fac.gov/.

34The annual Compliance Supplement is the authoritative source of information for
auditors in which OMB identifies existing important compliance requirements that the
federal government expects to be considered as part of an audit. 2 C.F.R. § 200.1.
Auditors use it to understand the federal program’s objectives, procedures, and
compliance requirements, as well as audit objectives and suggested audit procedures for
determining compliance with the relevant federal program.
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component of oversight, they do not cover all recipients of federal funds,
all federal programs, or all funding types.35

Officials we spoke to across our selected agencies took a variety of
approaches when reviewing single audit findings.3¢ For example, DOE
officials told us single audits are a component of their annual risk
assessment process for the states and territories that are the prime
recipients of Weatherization program funds. These officials also told us
that a single audit coordinator tracks and reviews single audit findings for
prime recipients that receive Weatherization funds, as well as other
findings related to DOE financial assistance programs. According to DOE
officials, these findings might not be related to the Weatherization
program specifically, but any weaknesses in internal controls identified for
a prime recipient could also affect the implementation of the
Weatherization program. DOE officials also stated that single audits of
Weatherization prime recipients generally do not focus on the quality of
subrecipient oversight because Weatherization prime recipients are large
jurisdictions—states and territories—for whom Weatherization spending is
a relatively small portion of the total amount of federal financial assistance
they expend.

DOT officials told us that DOT’s Office of Inspector General (OIG)
identifies single audit findings affecting DOT programs and coordinates
with the Office of the Secretary of Transportation to track them using an
agency-wide database. This information is also shared with relevant DOT
program offices to implement a plan for remediating audit findings and

35The absence of a single audit might occur, for example, when the recipient is a for-profit
entity, the program does not involve a grant or other form of federal assistance, or the
funding vehicle is a contract.

36We have previously reported on agency efforts to use single audit findings to ensure that
federal funds are spent appropriately. See GAO, Single Audits: Interior and Treasury
Need to Improve Their Oversight of COVID-19 Relief Funds to Tribal Entities,
GAO-25-106741 (Washington, D.C.: Nov. 7, 2024); and COVID-19 Relief: Treasury Could
Improve Its Administration and Oversight of State and Local Fiscal Recovery Funds,
GAO-24-106027 (Washington, D.C.: Dec. 14, 2023). We also have work expected to issue
in March 2025 examining the extent to which the Department of Health and Human
Services follows up on single audit findings for the Temporary Assistance for Needy
Families program to help ensure corrective actions are taken.
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with prime recipients to address any questioned costs.37 DOT officials told
us that once a finding is resolved, the Office of the Secretary works with
DOT’s OIG to document and provide evidence of the action that was
taken to address the finding.38 DOT OIG officials told us they issue
quarterly summary reports on significant single audit findings, and that
these reports focus on instances where DOT is the cognizant agency and
the finding affects directly awarded DOT programs.3® If DOT is not the
cognizant agency, the officials told us they will only report on those
findings in some cases, such as if the questioned costs exceed $5,000.

EPA officials told us the Chesapeake Bay Program has a baseline review
process that involves administrative and technical checks performed once
a year, and that a separate review of single audit findings is a part of this
annual baseline review for all prime recipients. Specifically, the officials
said that they search the FAC each year for their prime recipients and
review the most recent year of audit findings for those recipients that are
associated with EPA 40

EPA officials also told us grant officers track single audit findings for
follow up. The information they track includes the prime recipient
involved, the year of the audit, the nature of the finding, the date the
findings were resolved, when EPA sent a management decision letter to
the audited entity, and any additional comments related to the single audit
findings.4! EPA officials also said they can use single audit findings to

37Questioned cost generally means an amount, expended or received from a federal
award, that in an auditor’s judgment (1) is noncompliant or suspected noncompliant with
federal statutes, regulations, or the terms and conditions of the federal award; (2) lacked
adequate documentation to support compliance at the time of the audit; or (3) appeared
unreasonable and did not reflect the actions a prudent person would take in the
circumstances. 2 C.F.R. § 200.1.

38DOT officials told us that an office is being formed that will track whether the agency’s
grant recipients and subrecipients undergo required single audits.

39A cognizant agency is generally a federal agency that provides the most direct funding
to a non-federal entity that expends more than $50 million in federal awards. In certain
circumstances however, OMB may designate a specific agency as a cognizant agency.
2 C.F.R. §§200.1, 200.513.

40EPA officials also told us that grant specialists should notify EPA’s Compliance and

Oversight Branch if they identify recipients that may be noncompliant with the single audit
submission requirement in federal regulation (30 calendar days after the auditee receives
the auditor’s report(s) or 9 months after the end of the audit period—whichever is earlier).

41Management decision letters must disclose whether an agency sustains audit findings;
the reasons for the decisions; and the expected auditee actions to repay disallowed costs,
if any, make financial adjustments, or take other actions. See GAO-24-106027.
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identify prime recipients they should contact to provide additional
technical assistance or training.

Agency OIGs can also conduct audits that can identify issues related to
subawards. For example, DOT’s OIG issued a report that found many
Operating Administrations lack detailed information on how recipients use
DOT funding because the funds are passed through to subrecipients.42
Another DOT OIG report found one agency had not complied with its own
policies regarding reviews of subgrants.43 Officials from DOE’s OIG told
us they are planning to conduct audits of recipient and subrecipients of
the Weatherization program that will review topics such as eligibility
testing and incurred costs.

Monitoring Prime
Recipients’ Oversight of
First-Tier Subawards

Federal regulations require pass-through entities, including prime
recipients, ensure that their subrecipients are not suspended or debarred,
ensure subawards are identified as such to the subrecipient, evaluate
fraud and noncompliance risk, verify subrecipients undergo required
single audits, and perform appropriate subrecipient monitoring.44

Officials from our selected programs use a variety of approaches to
monitor their prime recipients’ oversight of first-tier subawards. These
activities include:

Collecting regular reports on subrecipient monitoring activities.
DOE requires Weatherization prime recipients to complete an annual
Training, Technical Assistance, Monitoring, and Leveraging report in
which they describe their monitoring of subrecipients, including the
subrecipients they monitored, any major findings from their monitoring
and resolutions, and trends with respect to findings.

Checking subrecipient eligibility. DOE officials told us that when
reviewing recipients’ proposed plans, they use SAM.gov to look for any
issues with intended subrecipients in the plan. For example, officials told
us they might find that a subrecipient holds outstanding federal debt. In
those cases, officials said they would reach out to the prime recipient or

42Department of Transportation OIG, DOT Should Enhance Its Fraud Risk Assessment
Process for IIJA-Funded Surface Transportation Programs, ST2023034 (June 20, 2023).

43Department of Transportation OIG, Gaps in FAA’s Oversight of the AIP State Block
Grant Program Contribute to Adherence Issues and Increase Risks, AV2021017 (Feb. 10,
2021).

442 C.F.R § 200.332.
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the subrecipient directly and ask if they have a payment plan in place.
They would then confirm that the payment plan is being followed to
resolve the debt or could put a temporary hold on those subrecipients’
funding, if appropriate.45

Conducting site visits. DOE officials told us that each year, the
Weatherization program performs a risk assessment of prime recipients
and uses the results of that assessment to prioritize which site visits to
conduct. During site visits, Weatherization officials use a monitoring
checklist that directs officials to collect and review documents from the
prime recipient that include the most recent subrecipient agreements and
subrecipient monitoring reports, samples of communications with
subrecipients, and subrecipient corrective action plans (if applicable). The
checklist also instructs Weatherization officials to assess how a prime
recipient ensures that its subrecipients have all relevant program
materials needed to effectively carry out the program, what the prime
recipient’s process is for executing its subrecipient awards, and how the
prime recipient reviews and validates subrecipient invoices for allowable
costs.

Holding regular meetings with prime recipients. DOT officials told us
that they hold meetings twice a year with transportation centers
participating in the UTC program that allow recipients to ask questions
and learn from one another. EPA officials told us that that they meet with
prime recipients to touch base after the recipients submit each of their
semiannual progress reports.

Providing technical assistance to prime recipients. EPA officials told
us they will often help Chesapeake Bay Program recipients with
questions they raise. EPA also provides specific guidance to help prime
recipients understand subawards. For example, EPA guidance
documents contain an appendix with information on making the distinction
between a subrecipient and a contractor.46

Reviewing invoices. DOT officials told us they periodically review prime
recipients’ invoices to provide assurance that subrecipients are using

45While they do not directly oversee subawards, awarding agencies may take action for
noncompliance by the recipient, including temporarily withholding payments until
corrective action is taken and suspend or terminate an award. 2 C.F.R. § 200.339.

46The pass-through entity is responsible for determining whether an agreement
constitutes a subaward or contract. 2 C.F.R. § 200.331. Different requirements may apply
to the oversight of procurements.

Page 17 GAO0-25-107315 Grants Management



funds appropriately. Officials stated that grants managers use a risk-
based approach to select invoices to review and may consider factors
such as past issues with a recipient when determining risk. In addition to
selecting invoices based on risk, officials told us that they also try to
review invoices from a random recipient selected from different types of
UTC grant recipients.

Recent revisions to OMB regulation and guidance provide direction to

Recent Revisions to
Regulations and
Guidance Could
Enhance Subaward
Oversight

federal agencies on improving the management of federal financial
assistance, as shown in figure 3.

Figure 3: Office of Management and Budget Actions to Enhance Subaward Oversight (2022—2024)

Office of Management and Budget

(OMB)

REVISED UNIFORM
GUIDANCE FOR

O[|O||O| FEDERAL AWARDS
1

Includes provisions that:

® Clarify requirements for
prime recipient subaward
reporting.

e Specify agencies should
follow up on single audits
of subrecipients.

Source: GAO summary of OMB regulations, guidance, and statements. GAQO illustrations and PixMarket/stock.adobe.com. | GAO-25-107315
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Note: OMB issues uniform requirements and guidance for federal financial assistance. See 2 C.F.R.
pt. 170, 200. OMB memorandums referenced are Advancing Effective Stewardship of Taxpayer
Resources and Outcomes in the Implementation of the Infrastructure Investment and Jobs Act, M-22-
12 (Washington, D.C.: Apr. 29, 2022), and Reducing Burden in the Administration of Federal
Financial Assistance, M-24-11 (Washington, D.C.: Apr. 4, 2024).

These revisions could lead to improvements in the completeness and
accuracy of subaward data, which may make it easier to track federal
grant funds awarded to subrecipients and enhance subaward oversight.
Specifically, recent revisions address:

Checking subaward data quality and completeness. In April 2022,
OMB issued memorandum M-22-12, which directs federal agencies to
annually review the quality of their financial assistance subaward data,
including subaward descriptions, for all programs included in their DATA
Act Quality Plan.47 The guidance specifies that agencies should test a
statistical sample of subaward records to ensure that award descriptions,
reporting of subawards, and postaward reporting are meeting
requirements and directives. The guidance also directs agencies’ officials
to consider the results of that testing in their processes for producing the
management assurance statement in agencies’ annual Agency Financial
Reports.48

In November 2023, we observed issues with the quality of reported
subaward data in USAspending.gov, including subawards with impossibly
large amounts and likely duplicative records.4® We also found that existing
OMB guidance, such as M-22-12, did not establish clear expectations for
agencies’ role in supporting subaward data quality. We recommended
that OMB clarify its expectations of agencies in supporting the quality of
subaward data reported to USAspending.gov via FSRS. OMB revised its
regulations and issued implementing memorandum M-24-11 in April 2024

470MB directed certain agencies to develop and maintain a data quality plan evaluating
the quality of their reported data. OMB Memorandum 18-16, “Appendix A to OMB Circular
A-123, Management of Reporting and Data Integrity Risk” (June 6, 2018). Furthermore,
OMB’s memorandum states the plans should consider the incremental risks to data quality
in federal spending data and any controls that would manage such risks.

48Annually, agencies must prepare and submit a statement to Congress and the President
on their respective systems’ compliance with internal accounting and administrative
controls. If an agency determines its systems are not in compliance, the agency must
identify any material weakness in the systems and describe the plans and schedule for
correcting the weakness. 31 U.S.C. § 3512(c), (d)(2). Pursuant to OMB circular A-123, this
statement of assurance represents the informed judgment of the agency as to the overall
adequacy and effectiveness of internal control within the agency related to operations,
reporting, and compliance.

49GA0-24-106237.

Page 19 GAO0-25-107315 Grants Management


https://www.gao.gov/products/GAO-24-106237

to clarify the required reporting of certain subawards and that awarding
agencies are responsible for ensuring prime recipients report required
subaward information to FSRS to be displayed on USAspending.gov.50
This guidance, if implemented properly, should lead to improvements in
the completeness of subaward data available to the public on
USAspending.gov. For example, EPA officials told us the Chesapeake
Bay Program checks prime recipients’ FSRS reporting as part of its
annual review, and we did not identify any prime recipients of this
program that had unreported subawards.

Conveying subaward description requirements. In its M-24-11
memorandum, OMB directed agencies to update the terms of their federal
awards to clearly convey to prime recipients the requirement to provide
complete subaward descriptions to further increase federal award
transparency. We previously reported that award descriptions are
particularly important to achieving the Digital Accountability and
Transparency Act’s transparency goals and for ensuring that data are
consistent and comparable, thus allowing the public and policymakers to
track federal spending.5' Subaward Description is one of the data
elements included by prime recipients when reporting subaward data to
USAspending.gov via FSRS. In November 2023 we reported on some
issues with subaward descriptions, such as subaward descriptions having
five or fewer characters, no letters, or no spaces. Improved subaward
descriptions may assist in providing clear information to the public about
federal spending.

Clarifying what must be reported as a subaward. Previously, OMB
instructed prime recipients to report each “obligating action” to FSRS. In
November 2023, we found that approximately 25 percent of grant
subawards may have been duplicative of other existing subaward records

502 C.F.R. pt. 170, app. A; OMB, Reducing Burden in the Administration of Federal
Financial Assistance, M-24-11 (Washington, D.C.: Apr. 4, 2024). OMB also shared with us
a Controller Alert, which according to OMB was issued in August 2020, reminding
agencies of their responsibilities for approving subawards and for holding prime recipients
accountable for reporting subawards. Controller Alerts are designed to highlight emerging
financial management issues that may require agency attention or action. They are
intended to inform the Chief Financial Officer community of key issues where OMB
believes further action may be warranted, but do not constitute official guidance or
prescribe specific tasks for agencies beyond consideration of appropriate steps to address
the issue.

51GAO, DATA Act: OMB, Treasury, and Agencies Need to Improve Completeness and
Accuracy of Spending Data and Disclose Limitations, GAO-18-138 (Washington, D.C.:
Nov. 8, 2017); and GAO-24-106237.
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on USAspending.gov, and that some prime recipients may be confused
about what qualifies as an action they should report.52 OMB amended the
regulation, which became effective on October 1, 2024, to direct prime
recipients to report the “total amount of the subaward” when reporting
subawards to FSRS.52 This change may help reduce duplicative reporting
of subawards in USAspending.gov by clarifying what prime recipients are
supposed to report.

Following up on subrecipient single audit findings. Prior to October 1,
2024, OMB directed federal awarding agencies to follow up on single
audit findings to ensure the “recipient” takes timely and appropriate
corrective action.54 We have previously reported that some agencies
focus on addressing and resolving single audit findings only where those
findings were addressed to their prime recipients.5s In its updated
guidance, OMB now requires awarding agencies to follow up on single
audit findings for “non-Federal entities.” OMB staff confirmed that this
revised language is intended to include findings addressed to both prime
recipients and subrecipients and clarify that agencies should be aware of
all single audit findings associated with their programs.56 The revised
regulations and guidance could encourage agencies to review single
audit findings made to subrecipients of their programs. This would
enhance agencies’ oversight of their prime recipients’ subrecipient
monitoring responsibilities.5?

Fully implementing OMB’s revised guidance could enhance federal
oversight of subawards by leading to more complete subaward reporting
to the public, including improved subaward descriptions, and greater use
of single audit findings to identify common compliance issues requiring

S2GA0-24-106237.
532 C.F.R. pt. 170 app. A, § I(a)(1), (2).
542 C.F.R. § 200.513(c)(3) (2023).

55GAOQ, Single Audits: Improving Federal Audit Clearinghouse Information and Usability
Could Strengthen Federal Award Oversight, GAO-24-106173 (Washington, D.C.: Apr. 22,
2024).

560MB told us there continues to be no direct legal relationship between awarding
agencies and subrecipients; therefore, agencies may go through their prime recipients to
follow up on the status of subrecipients’ corrective actions.

57During audit years 2022 to 2024, single audits contained over 13,000 findings to
subrecipients, based on findings and awards data available in the FAC application
programming interface, or API, as of January 3, 2025.
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Agency Comments

agency attention. Moreover, having more complete and accurate
information on where subawards are spent, by whom, and for what
purpose could help detect and prevent fraud and misuse of federal grant
funds. We will continue to monitor subaward oversight and transparency
as agencies take steps to implement this new guidance.

We provided a draft of this report to DOE, DOT, EPA, and OMB for
review and comment. We received technical comments from DOT, which
we incorporated as appropriate. DOE and EPA responded that they did
not have any comments on our draft report. OMB did not provide
comments on the draft report.

We are sending copies of this report to the appropriate congressional
committees, the Secretaries of Energy and Transportation, the
Administrator of the Environmental Protection Agency, the Director of the
Office of Management and Budget, and other interested parties. In
addition, the report will be made available at no charge at the GAO
website at www.gao.gov.

If you or your staff have any questions about this report, please contact
me at (202) 512-6806 or arkinj@gao.gov. Contact points for our Offices of
Congressional Relations and Public Affairs may be found on the last page
of this report. GAO staff who made key contributions to this report are
listed in appendix Ill.

Jeff Arkin
Director, Strategic Issues
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Appendix |: Objectives, Scope, and
Methodology

This report describes (1) common issues related to subaward oversight
identified through single audits, (2) how selected federal agencies and
grant program offices implement their grant subaward oversight
requirements, and (3) recent changes to regulations and guidance that
could enhance subaward oversight.

To identify common subaward oversight issues, we analyzed findings
made by independent auditors in recent single audits. A single audit is an
audit of an entity’s financial statements and expenditures of federal
awards that can identify the award recipient’s deficiencies in (1)
presentation of financial information under applicable accounting
standards; (2) compliance with provisions of laws, regulations, contracts,
or grant agreements; or (3) its internal control systems.’ The Single Audit
Act, and implementing Office of Management and Budget (OMB)
guidance, generally requires an annual single audit (or, in limited
circumstances, permits a program-specific audit) be performed on non-
federal entities that spent $1 million or more in federal award dollars in a
fiscal year.2

The Federal Audit Clearinghouse (FAC) is a website that publishes single
audits performed under the Single Audit Act.3 Our prior work has
examined the reliability of the FAC data and found them sufficiently
reliable for the purposes of describing available information in single
audits.4 We performed additional testing on single audit data we used in

TWe did not confirm individual cases of noncompliance with monitoring requirements.

231 U.S.C. § 7502(a); 2 C.F.R. § 200.501. Effective for federal awards issued beginning
October 1, 2024, the expenditure threshold increased from its previous level of $750,000
to $1 million. Such audits must be performed by an independent auditor and conducted in
accordance with generally accepted government auditing standards. 31 U.S.C. § 7502(c).
The Single Audit Act is codified, as amended, at 31 U.S.C. §§ 7501-7506, and the OMB
single audit guidance is reprinted in 2 C.F.R. part 200, subpart F.

3The FAC is the repository of record for Single Audits designated by OMB under the
Single Audit Act. The U.S. Census Bureau maintained the FAC until October 2023, when
OMB designated the General Services Administration (GSA) to assume responsibilities.
GSA developed an application programming interface, or API, to host the full database of
Single Audits and their findings in a machine-readable format.

4See GAO, Single Audits: Improving Federal Audit Clearinghouse Information and
Usability Could Strengthen Federal Award Oversight, GAO-24-106173 (Washington, D.C.:
Apr. 22, 2024); and Medicaid Program Integrity: Opportunities Exist for CMS to Strengthen
Use of State Auditor Findings and Collaboration, GAO-23-105881 (Washington, D.C.:
Sept. 21, 2023).
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Appendix I: Objectives, Scope, and
Methodology

our analyses and found that they have not changed in ways that would
affect their reliability for our purposes.

To efficiently summarize the contents of thousands of single audit
findings, we used a type of statistical text analytics—known as topic
modeling—on the text of selected findings. Topic modeling uses machine
learning to detect underlying topics, or groups of related words, within text
documents.

The topic modeling work took two phases: fitting the models and applying
them to updated data. In both phases, we obtained all available findings
and federal award data for audit years 2022 to 2024 from the FAC. We
did not limit that analysis to a specific awarding agency or agencies. To
focus on findings most likely to describe challenges related to oversight of
grant subrecipients, we removed findings associated with direct federal
assistance loans. We also filtered down to findings addressed to either (1)
a prime recipient overseeing one or more subrecipients, or (2) a
subrecipient that did not pass along any portion of their funds to a further
subrecipient. We determined the resulting sets of findings were most
likely to relate to subrecipient oversight issues of interest to our audit.

To fit our models, we obtained our selected data as of September 28,
2024. We cleaned and processed the text of those findings to ensure they
were useable for topic modeling.5 We then extracted the condition,
criteria, and cause statements from each finding, when they could be
readily identified.é After consideration and testing of the numbers of topics

5Cleaning and processing steps include, for example, removing stopwords (overly
common words like “and” or “the”), among others.

6Elements of a finding are pieces of information auditors should consider when developing
findings, as distinct from other text in audit reports. The three elements we targeted for the
fitting of our topic models were the statements of condition (description of the situation that
exists), criteria (identification of the required or desired state or expectation for the
situation, which may reference requirements in law, guidance, standards, or others), and
cause (identification of the factor or factors responsible for the difference between the
condition and the criteria). See GAO, Government Auditing Standards: 2024 Revision,
GAO-24-106786 (Washington, D.C.: Feb. 1, 2024). We determined that the component of
the finding of greatest interest to us was the condition statement; however, many of those
were too short to be suitable for model fitting on their own. As a result, we added
information pertaining to the criteria and cause statements, as they offer context about the
deficiency in the least situation-specific detail. To identify the finding elements from within
findings, we used a simple approach based on matching strings of regular expressions
and retaining any text related to those three finding elements. In some cases, a fourth
finding element comingled with or in between the three finding elements we sought, and in
those cases, we kept the additional information.
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Appendix I: Objectives, Scope, and
Methodology

appropriate to these texts, we fit two separate models for the two groups
of findings. For one model, we used the texts from 3,694 findings
addressed to prime recipients overseeing subrecipients. For the second
model, we used the texts from 9,571 findings addressed to subrecipients
that did not make further subawards. We fit each of our two topic models
to these texts using a Latent Dirichlet Allocation (LDA) algorithm.” For
each model, we assigned the number of topics that produced the most
favorable values of coherence and perplexity.8

To succinctly refer to specific topics in other sections of this report, we
assigned them names. For each named topic, we reviewed the keywords
and the five findings the model deemed most representative of the topic,
to develop initial names.® Those initial names were then independently
reviewed by an internal methodological expert. The topic names used in
this report are not intended to summarize all the findings that the model
associated with a given topic.

In the next phase, we applied our models to our selected findings and
awards data from the FAC as of January 3, 2025. We extracted only the
condition statements out of the findings and applied the same filters and
data cleaning steps. Ultimately, we applied our models to 3,680 condition
statements from findings addressed to prime recipients overseeing one or
more subrecipients and 10,509 addressed to subrecipients that did not
pass along any portion of their funds to a further subrecipient. These
findings collectively came from 7,352 audits and spanned over 30 grant
awarding agencies.

The LDA algorithm does not assign a single topic to a single text; rather,
each text can have elements of more than one topic in it at a time.

7LDA yields topics that are a probability model over a list of words. David M. Blei, et. al.,
“Latent Dirichlet Allocation,” Journal of Machine Learning Research 3 (2003): 993-1022.

8Coherence is a proxy for topic quality when applying LDA to abstract and full-text data,
based on the hypothesis that words with similar meaning tend to co-occur within a similar
context. Perplexity in topic modeling is a measure of predictive power for a topic model.
Shaheen Syed and Marco Spruit, “Full-Text or Abstract?: Examining Topic Coherence
Scores Using Latent Dirichlet Allocation” (2017), DOI 10.1109/DSAA.2017.61 978-1-5090-
5004-8/17; David Mimno, et. al., “Optimizing Semantic Coherence in Topic Models,”
Proceedings of the 2011 Conference on Empirical Methods in Natural Language
Processing (2011): 262—272; and David M. Blei and John D. Lafferty, “A Correlated Topic
Model of Science,” The Annals of Applied Statistics, vol. 1, no. 1 (2007): 17-35, DOI
10.1214/07-AOAS114.

9Based on those finding texts having the highest values of gamma (y) for the given topic,
according to our models.
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However, the LDA algorithm provides the topic distribution (as values of
gamma, y) for each of the texts it models. Therefore, to quantify the
prevalence of the topics within our condition statements, we considered a
condition statement to be most closely associated with a given topic (its
dominant topic) if that topic maximized its value of gamma (y) according
to our models. Table 1 shows the topics and their frequencies as
dominant topics according to our model of 3,680 findings addressed to
prime recipients overseeing subrecipients.

_____________________________________________________________________________________________________________________|
Table 1: Topics Generated by GAO Topic Modeling of Condition Statements from Single Audit Findings Addressed to Select
Prime Recipients of Federal Grants

Frequency as Percent frequency as
dominant topic in dominant topic in
selected condition selected condition
Topic Topic keywords statements statements
1 subrecipient, monitoring, recipient, passthrough, risk, review, include, 482 13.1%
monitor, assessment, perform
2 act, funding, transparency, accountability, system, month, tier, equal, 517 14%
compensation, prime
3 fund, state, program, agency, schedule, total, fiscal, request, school, 372 10.1%
cash
4 federal, control, internal, award, entity, non, maintain, effective, establish, 41 1.1%
condition
5 contract, suspension, debarment, contractor, suspend, procedure, 333 9%
county, policy, debar, purchase
6 eligibility, payment, service, provider, case, child, process, access, claim, 543 14.8%
income
7 charge, activity, grant, support, employee, allowable, record, 512 13.9%
documentation, time, sample
8 report, submit, financial, quarterly, data, end, period, information, city, 591 16.1%
project
9 department, requirement, year, management, office, finding, property, 289 7.9%

equipment, level, identify

Source: GAO topic modeling of selected single audit data from the Federal Audit Clearinghouse application programming interface, or API, for audit years 2022 to 2024, as of January 3, 2025. |
GAO-25-107315

Note: When preparing text for topic modeling, each text is cleaned of punctuation and set to
lowercase. Frequencies were measured as the number of condition statements modeled for which
the given topic maximized gamma (y) (i.e., the findings deemed most representative of the topic)
according to our Latent Dirichlet Allocation model. Percentages calculated out of 3,680 total texts
modeled, rounded to one decimal place.

Table 2 shows topics and their frequencies as dominant topics according

to our model of the 10,509 findings addressed to subrecipients that did
not make subawards.
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|
Table 2: Topics Generated by GAO Topic Modeling of Condition Statements from Single Audit Findings Addressed to Select
Subrecipients of Federal Grants

Frequency as Percent frequency as

dominant topic in dominant topic in
selected condition selected condition
Topic Topic keywords statements statements
1 contract, wage, contractor, requirement, rate, project, certified, include, 529 5%
subcontractor, weekly
2 charge, employee, activity, support, time, allowable, record, indirect, 1190 11.3%
allocate, effort
3 control, internal, property, corporation, issue, non, effective, equipment, 695 6.6%
sponsor, general
report, submit, end, year, day, month, data, form, period, timely 1329 12.6%
5 financial, schedule, accounting, statement, duty, prepare, account, 1174 11.2%
segregation, error, ledger
6 purchase, entity, suspension, debarment, suspend, debar, threshold, 1056 10%
covered, method, exclude
7 eligibility, documentation, state, student, service, child, income, 1018 9.7%
application, eligible, case
8 award, law, policy, procedure, establish, section, maintain, provide, 659 6.3%
condition, organization
9 subrecipient, program, recipient, department, passthrough, funding, 471 4.5%
information, monitoring, accountability, county
10 agency, food, provision, act, shall, labor, cash, net, resource, excess 134 1.3%
11 district, fund, reimbursement, school, claim, meal, request, esser, context, 1130 10.8%
total
12 review, grant, system, payment, management, approval, process, prior, 1124 10.7%

approve, invoice

Source: GAO topic modeling of selected single audit data available in the Federal Audit Clearinghouse application programming interface, or API, for audit years 2022 to 2024, as of January 3, 2025. |
GAO-25-107315

Note: When preparing text for topic modeling, each text is cleaned of punctuation and set to
lowercase. For example, the keyword “esser” comes from findings mentioning the Elementary and
Secondary School Emergency Relief program, after lowercasing. Frequencies were measured as the
number of condition statements modeled for which the given topic maximized gamma (y) (i.e., the
findings deemed most representative of the topic) according to our Latent Dirichlet Allocation model.
Percentages calculated out of 10,509 total texts modeled, rounded to one decimal place.

Using the same set of findings as of January 3, 2025, used for topic
modeling, we extracted the cause statements from those findings, when
they could be identified. We then searched within these cause statements
for selected root cause terms based on findings we read to identify other
findings having the same root causes. Specifically, we wrote our search
terms using regular expressions related to the following root cause types:
(1) personnel issues, such as inadequate staff and turnover; (2) lack of
understanding, knowledge, or awareness of the requirements; (3) lacking
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evidence, such as documents, records, or tracking; (4) mistakes or errors,
including miscalculations; and (5) insufficient internal controls, including
lack of supervisory reviews or policies and procedures.0 We associated a
finding with one or more of these root cause types if its cause statement
matched to one of our regular expressions search strings. Because we
cannot perfectly account for every possible way of phrasing our root
cause types, frequencies of root causes based on this analysis are very
likely underestimates.

To describe how selected federal agencies and grant program offices
oversee grant subawards, we selected three case study programs that
received funding from the Infrastructure Investment and Jobs Act (lIJA). "
We selected our case study agencies and programs using data from
USAspending.gov to identify agencies that received the most IIJA grant
funding and programs that had reported subawards. We also consulted
with agency and Office of Inspector General (OIG) officials to identify
case study programs with diverse recipients to give us exposure to a
broad range of perspectives, potential challenges, and oversight
approaches. Ultimately, we selected the Department of Energy’s
Weatherization Assistance Program for Low-Income Persons, the
Department of Transportation’s University Transport Centers Program,
and the Environmental Protection Agency’s Chesapeake Bay Program.
The results from our selected case study programs are not generalizable
to all programs, but they provide valuable insight into the approaches
some agencies take to implement their subaward oversight
responsibilities.

To describe our selected agencies’ subaward oversight activities, we
interviewed knowledgeable officials from our selected agencies and
program offices. We asked them about steps and actions they take to
ensure prime recipients fulfill their responsibilities for subrecipient
oversight. We also discussed actions they take, if any, to oversee
subrecipients directly.

10Regular expressions, or regex, is a way of notating a pattern of letters, numbers, or
symbols with computer-recognized punctuation to signal where and what kinds of
variations on that pattern the computer may accept. For example, when searching other
text for a pattern of interest (e.g., “do not understand the requirements”), regex can be
used to specify variations to permit, like verb conjugations or pluralization (e.g., “does not
understand the requirement”) or interruption by certain modifying adjectives or adverbs
(e.g., “do not fully understand all of the requirements”).

11Pub. L. No. 117-58 (2021).
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We reviewed selected agencies’ program and agency-level
documentation including internal policies or guidance related to grant and
subaward management. We also reviewed examples of notices of funding
opportunities, grant applications, grant agreements, progress reports, and
other relevant records. We discussed subaward oversight with each of
our selected agencies’ OIGs.

To describe recent revisions to regulations and guidance that could
enhance subaward oversight, we reviewed relevant federal laws,
regulations, and guidance, including OMB’s final rule issued in April 2024,
which took effect in October 2024.12 We discussed requirements in
regulations and memorandums with OMB staff to confirm our
understanding of their purposes.

To identify subaward reporting issues in support of our third objective, we
compared subaward information available on USAspending.gov for our
three selected programs as of November 1, 2024, to information we
obtained from agency records from recent grant years. We looked for
potential reporting anomalies including duplicated subawards, missing
subawards, subaward amounts exceeding the prime award amount, and
examples of award and subaward descriptions that were not consistent
with established standards for reporting this information.13 We discussed
our observations with knowledgeable program officials. We also obtained
information on recent single audit findings linked to our selected programs
and discussed them with knowledgeable agency officials to understand
their approaches for resolving relevant findings.

To address all three of our objectives, we reviewed our prior reports, as
well as reports from the Congressional Research Service, agency OIGs,
Council of the Inspectors General on Integrity and Efficiency, and single
audits.

We conducted this performance audit from January 2024 to March 2025
in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain

1289 Fed. Reg. 30046 (Apr. 2024). Part of our audit work was completed before OMB
issued its final rule while the prior OMB regulations were in effect. 2 C.F.R. pt. 200 (2023).

130MB M-24-11 states that federal award and subaward descriptions should include
award-specific activities and avoid acronyms or federal- or agency-specific terminology. It
also states that agencies should update their federal award terms to clearly convey to
prime recipients this requirement to provide complete subaward descriptions to further
increase federal award transparency.
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sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.
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Table 3: Selected Subaward Oversight Requirements for Grant Prime Recipients

Source

Requirements

2C.F.R pt. 170
app- A(l)(@)(1)-(2)

Recipients must report each subaward that equals or exceeds $30,000 in federal funds to the Federal Funding
Accountability and Transparency Act of 2006 Subaward Reporting System (FSRS) by no later than the end of
the month after the month in which the subaward was made (unless otherwise exempt).

2 C.F.R. pt. 170 If a subrecipient received at least 80 percent of its annual gross revenue from federal awards subject to the

app. A(l)(b) Transparency Act (including contracts and financial assistance) and had at least $25 million in annual gross
revenue from federal awards, and if the public does not have access to information about the compensation of
the subrecipient’s senior executives through periodic reports, the pass-through entity must report information on
the subrecipient’s five most highly compensated executive officials if the total award is at least $30,000.

2 C.F.R. Awarding agencies and recipients are prohibited from contracting with prohibited or excluded persons or entities.

§§ 200.215, This restriction applies to grants and cooperative agreements exceeding $50,000, are performed outside the

200.216 United States, and are in support of a contingency operation in which members of the Armed Forces are actively
engaged in hostilities.
Recipients and subrecipients are prohibited from using grant funds to obtain prohibited telecommunications
equipment or services.

2 C.F.R. As applied to subawards, the recipient or subrecipient must request prior written approval from the awarding

§ 200.308(f)

agency or pass-through entity for programmatic or budget changes, including change in scope and subaward
activities not proposed and approved for the award.

2CFR.
§ 200.325(a)

As requested by the awarding agency or pass-through entity, the subrecipient must make available for review
the technical specifications of proposed procurements to ensure that the item or service specified is the one
being proposed for acquisition.

2 C.F.R. §200.329

The recipient or subrecipient is responsible for the oversight of the federal award. The recipient or subrecipient
must monitor its activities under federal awards to ensure they are compliant with all requirements and meeting
performance expectations. Monitoring by the recipient or subrecipient must cover each program, function, or
activity.

Generally, the recipient or subrecipient should submit performance reports at least annually but no more than
quarterly. Annual reports submitted by the recipient or subrecipient are due no later than 90 days after the
reporting period.

When reporting program performance, the recipient or subrecipient should relate financial data and project or
program accomplishments to the performance goals and objectives of the federal award, as applicable.

The federal agency or pass-through entity may conduct in-person or virtual site visits, as warranted.

2C.F.R. The pass-through entity must confirm in SAM.gov that a potential subrecipient is not suspended, debarred, or
§ 200.332(a) otherwise excluded from receiving federal funds.
2C.F.R. At the time of award, pass-through entities must ensure that every subaward is clearly identified to the

§ 200.332(b)(1)

subrecipient as a subaward, and that this identification includes specific information describing the award and
subaward.

2CFR

§ 200.332(b)(2),
(3), (6)

At the time of award, pass-through entities must specify to the subrecipient all legal and other requirements
imposed on the award recipients, as well as the terms and conditions for closeout of the subaward.

2CFR.
§ 200.332(b)(4)(i)

Pass-through entities must ensure that subawards include an approved, federally recognized indirect cost rate. If
no rate has been negotiated between the subrecipient and the federal government, the pass-through entity must
determine the appropriate rate, in collaboration with the subrecipient.

2CFR.
§ 200.332(b)(5)

Pass-through entities must ensure subawards include a requirement for the subrecipient to allow the pass-
through entity and other auditors to have access to the necessary records and financial statements needed to
fulfill monitoring requirements.
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Source Requirements

2C.F.R. Pass-through entities must evaluate each subrecipient’s risk of fraud, and noncompliance with federal statutes,

§ 200.332(c) regulations, and the terms and conditions of the subaward for purposes of determining the appropriate
subrecipient monitoring.

2 C.F.R. Pass-through entities must consider whether it is appropriate to impose specific conditions upon the subrecipient

§ 200.332(d) based on potential risks and history of compliance, and they must inform the federal awarding agency of any
such conditions imposed.

2 C.F.R. Pass-through entities must monitor the activities of a subrecipient to ensure that the subrecipient complies with

§ 200.332(e) federal statutes, regulations, and the terms and conditions of the subaward. The pass-through entity is

responsible for monitoring the overall performance of a subrecipient to ensure that the goals and objectives of
the subaward are achieved.

2 C.F.R. Pass-through entities must review required financial and performance reports from the subrecipient.
§ 200.332(e)(1)
2 C.F.R. Pass-through entities must follow up to ensure subrecipients take corrective action to address any significant

§ 200.332(¢)(2) developments that negatively affect the subaward. Significant developments include Single Audit findings related
to the subaward, other audit findings, site visits, and written notifications from a subrecipient of adverse
conditions which will affect their ability to meet the milestones or the objectives of a subaward. Subrecipients
must provide the pass-through entity information about the corrective action to be taken and any assistance
needed for resolution.

2C.F.R. Pass-through entities must resolve audit findings related to their subawards.

§ 200.332(e)(4)

2C.F.R. Pass-through entities must verify that every subrecipient undergoes the required single audit (or, in limited

§§ 200.332(g) circumstances, a program-specific audit) performed by an independent auditor if the subrecipient’s federal award

200.501 ’ expenditure was $1 million or more in the subrecipient’s fiscal year (for federal awards issued prior to October 1,
2024, this expenditure threshold for single audits was $750,000 rather than $1 million).

2 C.F.R. Pass-through entities must consider whether subrecipient audit results, onsite reviews, or findings from other

§ 200.332(h) monitoring efforts necessitate adjusting their records.

2C.F.R. Pass-through entities must consider taking enforcement actions when subrecipient noncompliance is identified.

§§ 200.332(i), If a subrecipient is unable or unwilling to take part in a required audit, the pass-through entity must take

200.505 appropriate action.

2 C.F.R. §200.333 With written approval from the federal agency, pass-through entities may provide subawards based on fixed
amounts up to $500,000. These awards are subject to other requirements.

2C.F.R. If a subrecipient fails to complete close out requirements, pass-through entities must proceed to close out the
§ 200.344(a) federal award with the information available.

2C.F.R. For subawards to for-profit organizations, as necessary, the pass-through entity is responsible for establishing
§ 200.501(i) requirements to ensure compliance by the for-profit subrecipient.

2 C.F.R. Pass-through entities must issue management decisions within 6 months of the Federal Audit Clearinghouse’s

§ 200.521(c), (d) (FAC) acceptance of the audit report for audit findings about federal awards it issues to a subrecipient. Similarly,
' federal awarding agencies must issue management decisions within 6 months of the FAC'’s acceptance of the

audit report.
OMB M-24-11 The prime recipient is responsible for reporting quality subaward data to FSRS that is subsequently displayed on
pt. Il USAspending.gov for subawards they make.
OMB M-24-11 Federal award and subaward descriptions should include award-specific activities and avoid acronyms or federal
pt. Il or agency-specific terminology.

Source: GAO summary of selected regulations and guidance. | GAO-25-107315
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Note: Pass-through entity is a recipient or subrecipient that provides a subaward to a subrecipient
(including lower tier subrecipients) to carry out part of a federal program. 2 C.F.R. § 200.1.

|
Table 4: Selected Grant Subaward Oversight Requirements for Awarding Agencies

Source Requirements

2C.F.R. Awarding agencies should ensure that agency-specific requirements do not result in duplicative subaward data

§ 170.200(b) reporting.

2 C.F.R. Awarding agencies should include subaward reporting requirements in the award terms for each grant award for

§ 170.220 which the total is anticipated to equal or exceed $30,000.

2 C.F.R. As applied to subawards, the awarding agency must review requests from the prime recipient for programmatic

§ 200.308(f) or budget changes, including change in scope and subaward activities not proposed and approved for the
award.

2C.F.R. The federal agency must use Office of Management and Budget (OMB)-approved common information

§ 200.329(b), (c)

collections when requesting performance reporting information. The federal agency or pass-through entity may
not collect performance reports more frequently than quarterly unless specific conditions have been
implemented in accordance with OMB regulations.

2 C.F.R. The federal agency does not have a direct legal relationship with subrecipients or contractors of any tier;

§ 200.331 however, the federal agency is responsible for monitoring the pass-through entity’s oversight of first-tier
subrecipients.

2 C.F.R. Awarding agencies may impose additional conditions or take additional actions as appropriate if award recipients

§ 200.339 fail to comply with the U.S. Constitution, federal statutes, regulations, or the terms and conditions of a federal
grant.

2 C.F.R. Non-federal entities receiving a Single Audit must have assigned an agency to provide technical audit advice

§ 200.513(a)

and assistance to them and their auditor, among other responsibilities. If the non-federal entity expends $50
million or more of federal awards in a year, then this agency is called a cognizant agency for audit and also has
a role in coordinating management decisions responding to cross-cutting findings, which are defined as findings
that affect all federal grants received by the auditee.?

2CFR.
§ 200.513(c)(3)

Awarding agencies should follow up on audit findings to ensure that non-federal entities take appropriate and
timely corrective action. Follow-up activities include issuing a management decision for audit findings affecting
awards the federal agency makes within 6 months, as required in § 200.521, and monitoring the non-federal
entity’s progress implementing corrective action.

2 C.F.R. Awarding agencies are required to develop metrics and baselines to track the effectiveness of their process for
§ 200.513(c)(3)(iv) following up on audit findings and Single Audits’ effectiveness in improving non-federal entity accountability.
OMB M-22-12, Agencies should implement processes to support quality subaward data and should ensure that their recipients
pt. Il are compliant with reporting requirements.

OMB M-22-12, Agencies should annually review the quality of their subaward data for all programs in their DATA Act Data

pt. Il Quality plans required by Appendix A to A-123. The reviews should include statistical sample testing.

OMB M-24-11, The prime recipient is responsible for reporting quality subaward data to FSRS that is subsequently displayed on
pt. Il USAspending.gov. Federal agencies, in turn, are responsible for holding prime recipients accountable for this

reporting taking place.

Federal agencies also have a role in ensuring prime recipients understand the reporting requirements and
assisting to resolve subaward reporting challenges. Agencies can do this in a variety of ways, including checking
USASpending.gov to verify that subaward reporting is taking place as outlined in the federal award term.
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Source Requirements

OMB M-24-11, Federal award and subaward descriptions should include award-specific activities and avoid acronyms or federal
or agency-specific terminology. Agencies should update their federal award terms to clearly convey to prime

t. 11
P recipients this requirement to provide complete subaward descriptions to further increase federal award
transparency.
2C.F.R. Cognizant agencies or oversight agencies for audit may authorize an extension on the time frame for Single

Audit report submission (in most cases, 30 calendar days after the auditee receives the auditor’s report or 9
months after the audit period) by non-federal entities, when complying with the mandatory time frame would be

unduly burdensome.?

§ 200.512, OMB M-
24-11, pt. Il

Source: GAO summary of selected regulations and guidance. | GAO-25-107315
2Cognizant agencies for audit may also be assigned by OMB. A federal agency with oversight for an
auditee may reassign oversight to another federal agency that agrees to be the oversight agency for
audit. 2 C.F.R. § 200.513(b).
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