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The GAO Greenbook: 
Internal Controls  

Learning Outcomes

Upon completion of this presentation, 
participants will be able to:
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• List the five components of 
internal controls with objectives 
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Head Start Fiscal Regulations

• 45 CFR §75: Uniform 
Administrative Requirements, 
Cost Principles and Audit 
Requirements for HHS awards 

• Head Start Program 
Performance Standards, 
Subparts §1303, §1305, §1302.91, 
§1302.101, §1302.102

• The Head Start Act, 
especially Sec. 642

• GAAP (Generally Accepted 
Accounting Principles)
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HEAD START ACT
(AS AMENDED DECEMBER 12, 2007)

1bU.S. Department of Health and Human Services

Administration for Children and Families

Office of Head Start

 

ACF 
Administration for Children and Families 

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
1. Log No. ACF-IM-HS-14-07 2. Issuance Date: 12/17/2014 
3. Originating Office: Office of Head Start 
4. Key Words: Grants Management; Grants Administration; 
Administrative Requirements; Cost Principles; Audit Requirements 

INFORMATION MEMORANDUM  
TO: All Head Start and Early Head Start Grantees and Delegate Agencies SUBJECT: New Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 

Federal Awards 

INFORMATION:  

The Office of Management and Budget (OMB) has issued new uniform administrative 

requirements, cost principles, and audit requirements effective Dec. 26, 2014, which are 

applicable to all Head Start and Early Head Start agencies and sub-recipients, including 

delegate agencies. The Office of Head Start (OHS) is providing general guidance to assist 

grantees in planning for implementation of the new requirements.  
 
Non-Federal Entities: The new uniform administrative requirements, cost principles, and audit requirements 

(collectively the new fiscal regulations) replace use of the terms "grantee," "grant funded 

organization," "delegate agency," and "sub-recipient" with uniform use of the inclusive term 

"non-federal entity" (NFE). This Memorandum will use the terms "non-federal entity receiving 

Head Start funds" or "NFE" to refer to all covered entities.  
 
Effective Date: The new fiscal regulations are effective for awards (or award increments) made on or after 

Dec. 26, 2014. Adoption of the regulations prior to Dec. 26, 2014 is not allowed. After Dec. 26, 

2014, NFEs may establish a single program-level effective date for application of the 

regulations to existing Head Start awards for ease of implementation and administration. The 

program-level effective date must be reflected in the grantee’s fiscal policies and within 

effective dates for application of the new regulations to affected awards. 
 
Audit Threshold: The regulation has increased the single audit threshold from $500,000 to $750,000. NFEs 

receiving at least $750,000 in federal funding from all sources (including Head Start, Early 

Head Start, and Early Head Start-Child Care Partnership awards) are subject to the single 

audit requirement for fiscal years beginning on or after Dec. 26, 2014.  
 
Supersession and Impact on the Head Start Act and Performance Standards: 

The new regulations, when effective, supersede all current audit circulars and cost principle 

guidance currently codified under Title 2, Code of Federal Regulations (2 CFR 215, 2 CFR 220, 

2 CFR 225 and 2 CFR 230). Grants management regulations at 45 CFR Part 74 and 45 CFR 

Part 92 are also superseded. NFEs should implement the new regulations as written, but 

anticipate codifying regulations from the Department of Health and Human Services (HHS) to 

be found at a new 45 CFR Part 75. An issuance date is not known at this time. Fiscal 

The GAO Green Book

• The GAO (Government 
Accountability Office) 
Green Book

• Officially titled "Standards 
for Internal Control in the 
Federal Government" 

• Framework based on
“5 elements of internal 
control" 
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Internal Control  
in the Federal 
Government 

 
 

By the Comptroller General of the 
United States 

September 2014 
 

GAO-14-704G 

 

 

United States Government Accountability Office 

Head Start Performance Standards and the GAO Greenbook
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United States Government Accountability Office 

1.  GAO Green Book 
(Standards for Internal 
Control in the Federal 
Government):
Outlines principles 
and standards for an 
effective internal control 
system covering control 
environment, risk 
assessment, control 
activities, information 
and communication, 
and monitoring activities.

2. 45 CFR §75 
(Uniform Administrative 
Requirements, Cost 
Principles, and Audit 
Requirements for 
HHS Awards): 
• Applies to recipients of federal 

funding, including non-profit 
organizations, state and local 
governments, and tribal entities

• Consolidates and streamlines 
requirements from various HHS 
regulations
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The non-federal entity must:
a) Maintain internal control over 

federal award 

b) Comply with federal regulations

c) Evaluate and monitor non-federal 
entity's compliance 

d) Take action on noncompliance

e) Safeguard protected personally 
identifiable information

§75.303 Internal Controls

8

Definition of an Internal Control 
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• A procedure that an entity's 
management, oversight body, 
and other staff members 
implement to give reasonable 
confidence that the entity's 
goals will be achieved 

• Key objectives: 
– Operations
– Reporting 
– Compliance 

Definition of Internal Control System 

• Ongoing, human-implemented 
components of operations that 
offer fair level of assurance 
that the goals of an entity will 
be met

• A series of actions recognized 
as operational practices built 
into an organizational structure 

• People make internal control 
systems work

10
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Safeguarding Assets 

Internal control systems provide 
reasonable assurance of detection and 
correction of unauthorized acquisition, 
use, or disposition of an entity’s assets.
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Five Components of Internal Controls 

Control Environment

Information and Communication

Monitoring

Risk  Assessment

Control Activities

Control Environment 

• Sets the tone for the 
organization's internal 
control system 

• Encompasses the 
integrity, ethical 
values, and 
competence of the 
entity's people, and 
management's 
philosophy and 
operating style

13



5

Risk Assessment 

• Identifying and 
analyzing relevant risks 
to achieving the entity's 
objectives 

• Assessment of both 
internal and external 
factors that may affect 
the organization's ability 
to meet goals 
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Control Activities 

• Policies, procedures, 
techniques, and 
mechanisms that help 
ensure management's 
directives are carried out 

• Designed to address 
identified risks and 
minimize the likelihood 
of errors or fraud 
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Information and Communication 

• Communicating relevant information 
internally and externally, enabling the 
effective functioning of other 
components of internal control 

• Communication of roles and 
responsibilities and ongoing flow of 
information necessary for functioning 
of internal control

16
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Monitoring

• Assessing the quality 
of internal control 
performance over time 

• Ongoing monitoring 
activities conducted as 
part of ordinary course 
of operations and 
separate evaluations
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Roles In an Internal Control System 

Top Management and Governance Bodies
• Responsible for setting tone at the top

• Establish and demonstrate commitment to integrity, 
ethical values and competence, fostering a positive 
control environment

 Management
• Responsible for designing, implementing, and 

maintaining effective system of internal control

• Conduct risk assessments, develop and implement 
control activities, and regularly monitor the performance 
of internal controls
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Roles In an Internal Control System 

Risk Management and Internal Control Personnel
• Specific personnel or departments dedicated to 

risk management and internal control

• Play crucial role in identifying and assessing risks, 
implementing control activities, and monitoring 
effectiveness of internal controls

 Individual Employees
• All employees have role in internal control

• Includes understanding and adhering to internal 
control policies and procedures, reporting potential 
issues or deficiencies, and actively participating 
in control activities relative to their roles

19
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Roles In an Internal Control System 

Information Technology (IT) Personnel
• Implement and maintain information system 

controls

• Ensure the security, integrity, and availability 
of information systems that support financial 
reporting and other key processes

 External Auditors
• Typically independent audit firms

• Assess financial statements and effectiveness 
of internal control over financial reporting

• Provide an external perspective on the reliability 
of financial reporting

20

Objectives of Internal Controls 

1. Effectiveness and 
Efficiency of Operations

2. Reliability of Financial 
Reporting

3. Compliance with 
Applicable Laws and 
Regulations

21

Effectiveness and Efficiency of Operations 

Objective: 
• Ensure programs and 

processes are designed 
and executed to meet 
objectives with fewest 
resources possible.

• Efficiency focuses on 
optimization of resources

• Effectiveness focuses on 
achieving program and 
operational goals

22
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Reliability of Financial Reporting  

Objectives 
• External financial: Ensures financial 

information is accurate, complete, 
and presented on time

• External nonfinancial: Release of 
nonfinancial information to comply 
with appropriate standards, 
regulations, and laws

• Internal financial: Communicate 
information needed by management 
and governance to support evaluation 
and performance 23

Compliance with Laws and Regulations 

Objective

• Ensure that the entity's operations 
adhere to legal requirements and 
regulatory frameworks 

• Understand the relevant laws and 
regulations, establish controls to ensure 
compliance, and monitor activities to 
identify and address non-compliance

24

Working with Service Organizations 

Management may consider the following when 
determining the extent of oversight for the operational 
processes assigned to the service organization:

• Nature of services outsourced
• Service organization’s standards of conduct
• Complexity of entity’s operations and 

organizational structure
• Extent to which entity’s internal controls are 

sufficient to achieve objectives and address 
risks related to assigned operational process

25
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Large versus Small Organizations 

• Can be 
approached and 
implemented 
differently in 
small and large 
organizations

• Smaller 
organizations 
face greater 
challenges in 
the segregation 
of duties 26

Benefits of Internal Controls

• Adds confidence regarding 
achievement of financial objectives

• Provides feedback on how an 
organization is working

27

Cost Benefit Analysis 

Management may decide how an entity 
evaluates the costs versus benefits of 
various approaches to implementing an 
effective internal control system.

28
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Documentation - Management

• Develop and maintain 
documentation 
of its internal control system

• Document in policies the 
internal control responsibilities 
of the organization 

• Evaluate and document results 
of ongoing monitoring and 
separate evaluations to identify 
internal 
control issues

29

Documentation - Management (Cont’d) 

• Evaluate and document 
internal control issues and 
determine appropriate 
corrective actions for 
internal control deficiencies 
on a timely basis

• Complete and document 
corrective actions to 
remediate internal control 
deficiencies on a timely 
basis 

30

Summary 

31

What internal control and 
objective would you like to 
strengthen in your financial 
system? 
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Questions?

Check us out!

en español también

Governing Body/ 
Tribal Council 

Legal and fiscal responsibilities 

Provide 
leadership 

and strategic 
direction 

Policy Council 
Sets the program 
direction 

Management Staff 
Oversees 
day-to-day 
operations 

Head Start Leadership and Governance 

33

I COMPLETED MY PMFO EVALUATION
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Contact PMFO

pmfo@ecetta.info

https://eclkc.ohs.acf.hhs.gov/ncpmfo

Call us: 888.874.5469

This training is supported by the Administration for Children and Families (ACF) of the United States (U.S.) Department of Health and 
Human Services (HHS) as part of a financial assistance award totaling $10,200,000 with 100% funded by ACF. The contents are those of 
the author(s) and do not necessarily represent the official views of, nor an endorsement by, ACF/HHS, or the U.S. Government.

Contact PMFO

pmfo@ecetta.info

https://eclkc.ohs.acf.hhs.gov/ncpmfo

Call us: 888.874.5469
This presentation was developed for the Administration for Children and Families (ACF) of the United States (U.S.) 
Department of Health and Human Services (HHS) as part of a financial assistance award totaling $6,500,000 with 
100% funding by ACF. The contents are those of the author(s) and do not necessarily represent the official views of, 
nor an endorsement by, ACF/HHS, or the U.S. Government. 

https://eclkc.ohs.acf.hhs.gov/ncpmfo
mailto:pmfo@ecetta.info
https://eclkc.ohs.acf.hhs.gov/ncpmfo


 

 

Internal Control Quest Challenge 

Five Scenarios 

Encourage participants to think critically about the scenarios and apply relevant principles from 
the GAO handbook. Each group should discuss and present their solutions during the Control 
Quest Game to promote active engagement and enhance their understanding of internal controls 
in different Head Start contexts. The five scenarios for the Internal Control Quest Challenge are 
based on internal controls principles from the GAO handbook: 

• Reporting Challenge: (can we add reporting and documentation)  

Scenario:  
Your Head Start budget and program year ended on March 31.  
Several financial and program reports are due at this time.  

▪ Identify three internal controls that should be in place to  
ensure the accuracy and reliability of reporting.   

▪ List three reports that your program needs to complete.  

• Procurement Control Challenge: 

Scenario:  
Your Head Start frequently engages in procurement activities. This year,  
your agency must purchase a new vehicle for your family engagement staff. 
Propose internal controls that can prevent fraud and ensure transparency  
in the procurement process. List two actions your agency needs to take  
before purchasing the vehicle.  

▪ List one measure your agency can take related to vendor selection  
to support  

▪ Identify two internal controls that can prevent fraud and ensure 
transparency in the procurement process. Sole source 

▪ Identify two specific measures related to vendor selection,  
approval processes, and invoice verification. 

• Access Control Dilemma: 

Scenario:  
Your Finance Director has submitted their resignation letter with a two-week 
notice. As part of the position, the individual is responsible for requesting cash in 
the Payment Management system, reviewing payroll, and approving accounts 
payable and journal entries.  

▪ Identify the internal controls that should be in place to manage employee 
access effectively.  

▪ List three items your office should plan for in the next two weeks.  
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• Supply and Equipment Management: 

Scenario:  
Your Head Start holds significant supplies in classrooms and centers. Equipment 
such as cars and buses are also stored at different locations. Your program  
is closing its 5-year grant. Staff are reviewing 45 CFR Part 75.320.  

▪ Name one or more regulations they should consider related to this topic.   

▪ Identify key inventory-related reports to file at the end of your 5-year grant.  

▪ List differences between supplies and equipment.  

▪ Identify one procedure you can implement to support supply and 
equipment management.  

• IT System Implementation Challenge: 

Scenario:  
Your Head Start is implementing a new IT system to handle critical business 
processes. Staff are reviewing 45 CFR 75.2 “Personally Identifiable Information 
(PII)”. Your program needs to continue to enroll children into its program while 
maintaining confidentiality and assurance of eligibility.  

▪ Propose one or more internal controls to mitigate risks associated with 
system implementation. 

▪ Name one or more department staff members needing PII access.  

▪ Identify one or more ways to limit access to PII and remain complaints with 
federal guidance. 

pmfo@ecetta.info  •  https://eclkc.ohs.acf.hhs.gov/ncpmfo  •  Tel: 888 874-5469 
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