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Subject:	Increase in Thresholds for Audited and Reviewed Annual Financial Reports
PURPOSE
This memorandum revises National Park Service (NPS) policy and associated standard contract terms concerning concessioner requirements for Certified Public Accountant (CPA) audited and reviewed annual financial reports (AFRs). This policy raises the gross receipt thresholds for these audited and reviewed reports.
BACKGROUND
The NPS established AFR audit and review thresholds in the standard concession contracts issued in 2000, which required an audited AFR if the concessioner’s gross receipts exceed $1,000,000 and a reviewed AFR if the concessioner’s gross receipts are between $250,000 and $1,000,000. These thresholds were set based upon hospitality expert input as reasonable and appropriate, to provide risk-based, financial oversight and protect the interests of the United States in the collection of franchise fees. In 2009, the base threshold for reviewed financial statements was raised from $250,000 to $500,000 but the threshold for audited financial statements has remained the same since 2000.
While the AFR thresholds have been adjusted only once over the last 26 years, concessioner revenue and costs to complete CPA audits and reviews have risen. Concessioners have been pushed into higher compliance thresholds without any change in operations or relative financial risk.
The NPS has conferred with hospitality experts and evaluated similar industry groups and determined it is appropriate to raise the audit and review thresholds for AFRs to adjust for inflation. Raising the threshold simplifies the level of documentation concessioners are required to submit in a manner that will streamline the AFR review process for the NPS while not affecting this overall risk-based approach to financial oversight.

POLICY
The threshold for requiring concessioners to submit an AFR audited by an independent CPA in accordance with Generally Accepted Auditing Standards (GAAS) and procedures promulgated by the American Institute of Certified Public Accountants is increased from gross receipts exceeding $1,000,000 to gross receipts exceeding $2,000,000. The thresholds for requiring a CPA reviewed AFR is raised from between $500,000 and
$1,000,000 to between $1,000,000 and $2,000,000. AFRs with gross receipts less than
$1,000,000 may be prepared without involvement by an independent CPA, unless otherwise directed by the Director (as specified in the contract).
The table below summarizes these requirements:
	Annual Gross Receipts
	Audit/Review Requirement

	Greater than $2,000,000
	Audit by independent CPA

	Between $1,000,000 and $2,000,000
	Review by independent CPA

	Less than $1,000,000
	None


The revision to these AFR thresholds will become effective for all concession contracts for the 2026 AFR reporting period. Delaying implementation until 2026 is equitable to those operators who will have already incurred costs for the 2025 AFR reporting year.
The NPS declines to set an automatic inflationary escalator to the AFR audit and review thresholds to ensure that the thresholds do not automatically increase to a point where financial data integrity becomes an issue irrespective of inflationary changes. The NPS will periodically review the AFR audit and review thresholds and may update these thresholds if determined appropriate.
IMPLEMENTATION
This policy updates the standard contract language (SCL) regarding AFRs as published in the Federal Register on May 4, 2000 (Category I contracts) and July 19, 2000 (Category II and III contracts), and as revised on January 16, 2009, to incorporate the updated thresholds. Attachment 1 includes the updated SCL.
All new contracts must include this updated SCL. For existing contracts, regions must notify concessioners of this revised policy as soon as practical but before September 30, 2026.
FOR FURTHER INFORMATION
For additional information contact Dawit_Beru@nps.gov at 202.573.2452 or Kurt_Rausch@  nps.gov, at 202-533-7202 in the WASO Commercial Services Program.

Changes to Standard Contract Language Existing Concession Contracts 
Annual Financial Reporting
The following presents modifications to standard contract language to reflect the policy change for the NPS increasing the gross receipts thresholds for requiring a CPA audited or reviewed Annual Financial Report. This change to standard contract language is applicable to all concession contracts beginning for Fiscal Year 2026 reporting.
SEC. 14. ACCOUNTING RECORDS AND REPORTS (Category I), Sec. 13. ACCOUNTING RECORDS AND REPORTS (Category II), or SEC. 7. RECORDS AND REPORTS (Category III)
(b) Annual Financial Report
(1) The Concessioner shall submit annually as soon as possible but not later than one hundred twenty (120) days after the last day of its fiscal year a financial statement for the preceding fiscal year or portion of a year as prescribed by the Director
(“Concessioner Annual Financial Report”).
(2) If the annual gross receipts of the Concessioner are in excess of
$1,000,000$2,000,000, the financial statements shall be audited by an independent Certified Public Accountant in accordance with Generally Accepted Auditing Standards (GAAS) and procedures promulgated by the American Institute of Certified Public Accountants.
(3) If annual gross receipts are between $500,000, and $1,000,000$1,000,000 and $2,000,000, the financial statements shall be reviewed by an independent Certified Public Accountant in accordance with Statements on Standards for Accounting and Review Services (SSARS) and procedures promulgated by the American Institute of Certified Public Accountants.
(4) If annual gross receipts are less than $500,000$1,000,000, the financial statements may be prepared without involvement by an independent Certified Public Accountant, unless otherwise directed by the Director.
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