
S T A T E  O F  F L O R I D A  
D E P A R T M E N T  O F  C O M M U N I T Y  A F F A I R S  

2 7 4 0  C E N T E R V I E W  D R I V E  T A L L A H A S S E E ,  F L O R I D A  3 2 3 9 9 - 2 1 0 0  

LAWTON CHILES 
RfMAMAWNW 
Governor 
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Secretary 
March 4, 1991 

Mr. Armon C. Summerall, Director 
Nassau County Department of 
Emergency Management 

11 North 14 Street, Box 12 
Fernandina Beach, Florida 32034-0494 

Dear M y  

Enclosed is a copy of your executed Fiscal Year 
1990-1991 (FY-91) Emergency Management Assistance (EMA) 
Agreement for your files. As stated in your agreement, 
Administrative Expenditure and Progress Reports must be 
submitted on a quarterly basis. Progress Reports are due 
within fifteen (15) days after the end of each quarter and 
Administrative Expenditure Reports (invoices) are due 
within thirty (30) days after the end of each quarter. 
Please utilize the EMA Quarterly Invoice which was enclosed 
with the letter dated January 18, 1991, transmitting the 
three copies of the FY-91 EMA Agreement. 

If you need additional information or clarification, 
please call Ted Keith at (904) 488-8472. 

Sincerely, 

Gordon L. Guthrie 
Director 

GLG: tkj 

Enclosures 

cc: Mr. Russ Camarda 
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AGREEMENT 91EM-48-04-55-10-040 

AGREEMENT 
BETWEEN THE STATE OF FLORIDA 
DEPARTMENT OF COMMUNITY AFFAIRS 

AND 
- I  . L 

t .  

Nassau  count^ 
(NAME OF SUBGRANTEE) 

This Agreement, entered into between the Department of 
community Affairs (Grantee) and Nassau County (Subgrantee), 
shall govern certain emergency management-related activities to 
be financed by the Grantee. 

THEREFORE, in consideration of the mutual promises and 
covenants herein contained, the parties agree as follows: 

I. TERMS OF AGREEMENT 

A. This Agreement shall commence on October 1, 
1990, and shall continue in full force and effect to, and 
including, September 30, 1991. 

B. The Grantee agrees to allocate the Subgrantee 
the maximum sum of $22,549.32/50% which the Subgrantee will match 
with $22,549.32/50% for a total subgrant of $45,098.64/100% 
for the successful completion of the items of performance agreed 
to herein. 

C. It is agreed that liability of the Grantee 
under this Agreement shall not exceed the total funds received by 
the Grantee for this purpose. 

D. The Grantee or Subgrantee may terminate this 
Agreement for breach of contract or in the event of non- 
availability of funds with such notice as is reasonable under the 
circumstances. The State of Florida's performance and obligation 
to pay under this Agreement is contingent upon an annual 
appropriation by the Legislature. Either party may terminate 
this Agreement without cause by giving thirty (30) days written 
notice to the other party. 

E. Either party may request modification of the 
provisions of this agreement. Changes which are mutually agreed 
upon shall be made by written correspondence from the Department 
and shall be incorporated as part of this agreement. 

F. The Subgrantee, in performing the requirements 
of this Agreement, shall comply with applicable laws, rules, 
regulations, ordinances and codes of the federal, state and local 
governments. 



11. REOUIREMENTS AND ASSURANCES 

A.  General  Provis ions .  The Subgrantee hereby 
a s s u r e s  and c e r t i f i e s  t h a t  it w i l l  comply wi th  r e g u l a t i o n s ,  
p o l i c i e s ,  g u i d e l i n e s  and requirements ,  i nc lud ing  4 4  CFR (Code of 
Federal  R e g u l a t i o n s ) ,  P a r t  302, t h e  Federa l  Emergency Management 
Agency C i v i l  Preparedness  Guide (CPG) 1-3 and 1-5, O f f i c e  of 
Management and Budget (OMB) C i r c u l a r  A-87 and A-128 a s  they  
r e l a t e  t o  a p p l i c a t i o n ,  acceptance and use  of f e d e r a l  funds.  

B. Lobbvinq. The subgrantee  a g r e e s  t o  comply wi th  
Sec t ion  319 o f  P u b l i c  Law 101-121  a s  provided f o r  i n  t h e  
"Governmentwide Guidance f o r  New ~ e s t r i c t i o n s  on Lobbying; 
I n t e r i m  F i n a l  Guidancet1 publ i shed  i n  t h e  December 2 0 ,  1989, 
Federal  R e g i s t e r .  

C .  ScoDe of Work. The Subgrantee w i l l  comply with  
t h e  l1Scope of Worktt d e s c r i b i n g  t h e  a c t i v i t i e s / p r o j e c t s  t o  be 
accomplished under t h i s  Emergency Management Ass i s t ance  (EMA)  
Agreement. Such Scope of Work is a t t a c h e d  t o  and incorpora ted  
h e r e i n  a s  E x h i b i t  A. 

D. Com~ensa t ion  and F inanc ia l  R e ~ o r t i n q  
Requirements. 

1. The Subgrantee s h a l l  u s e  t h e  funds 
a v a i l a b l e  from t h i s  Agreement t o  pay f o r  Emergency Management 
Ass i s tance  a d m i n i s t r a t i v e  expendi tures  i n  accordance wi th  CPG 
1-3, June ,  1987, Chapter 2 ,  P a r t s  9 and 1 0 .  The Subgrantee s h a l l  
be reimbursed f o r  c o s t s  i ncu r red  i n  t h e  s a t i s f a c t o r y  performance 
of work hereunder  i n  an  amount n o t  t o  exceed t h e  t o t a l  a l l o c a t i o n  
a s  shown i n  Paragraph I . B .  of t h i s  Agreement. Funds w i l l  be 
r e l e a s e d  on a  q u a r t e r l y  b a s i s  wi th  t h e  maximum q u a r t e r l y  r e l e a s e  
n o t  t o  exceed one f o u r t h  ( 1 / 4 )  of t h e  t o t a l  agreement amount. 

2 .  Adminis t ra t ive  ~ x p e n d i t u r e  and Progress  
Reports  must be submit ted on a  q u a r t e r l y  b a s i s .  Progress  r e p o r t s  
a r e  due w i t h i n  f i f t e e n  (15)  days a f t e r  t h e  end of each q u a r t e r .  
Adminis t ra t ive  Expendi ture  Reports  a r e  due w i t h i n  t h i r t y  ( 3 0 )  
days a f t e r  t h e  end of each q u a r t e r .  A f i n a l  Adminis t ra t ive  
Expenditure Report ,  s e r v i n g  a s  t h e  c lose-out  r e p o r t ,  is due 
wi th in  f o r t y - f i v e  (45)  days a f t e r  t h e  t e rmina t ion  of t h i s  
Agreement. The Subgrantee  s h a l l  n o t  r e c e i v e  reimbursement f o r  
q u a r t e r l y  expend i tu re s  u n t i l  t h e  q u a r t e r l y  p rog res s  r e p o r t  is 
rece ived  by t h e  Grantee.  



E. Fiscal and Proaram Accountability. The 
Subgrantee must establish fiscal control of subgrant funds and 
required matching expenditures. The Subgrantee acknowledges that 
it has full responsibility for fiscal and programmatic 
accountability for this subgrant. In the event the Subgrantee is 
unable to produce records capable of being audited without 
reconstruction by Auditors, all funds paid under this Agreement 
by the Grantee to the Subgrantee shall be disallowed and subject 
to repayment. The accounting system established and maintained 
by the Subgrantee must have internal controls adequate to 
safeguard the assets of the Subgrantee, check the accuracy and 
reliability of accounting data, promote operating efficiency and 
encourage compliance with described management policies of this 
Agreement. 

F. Recordins and Documentation of Receipts and 
Expenditures. Accounting procedures must 

provide for an accurate and timely recording of receipt of funds 
by type of expenditures made from such funds and of unexpended 
balances. Accounting procedures must be adequate to ensure that 
expenditures charged to this subgrant are for allowable purposes 
and that documentation is readily available to verify that such 
charges are accurate. 

G. Unexpended Funds. Unexpended funds which are 
reflected on the final Administrative Expenditure Report referred 
to in Paragraph 1I.C. above will automatically revert to the 
Grantee and the Grantee reserves the right to unilaterally 
reobligate such funds. 

H. Oblisation of Grant Funds. Subgrant funds 
shall not be obligated prior to the effective date, or subsequent 
to the termination date, of the subgrant period. Obligations 
outstanding as of the termination date shall be liquidated within 
forty-five (45) days. Such obligations must be related to goods 
or services provided and utilized within the subgrant period. 

I. Audit. The audit requirements as set forth in 
OMB Circular A-128, Audits of State and Local Governments 
(attached hereto and incorporated herein as Exhibit B) are to be 
adhered to by the Subgrantee. These requirements shall be 
utilized in negotiating contracts with independent auditors. 

J. Retention of Records. The Subgrantee shall 
maintain all records, documents and files pertaining to this 
Agreement for a period of three (3) years from the date of 
conclusion of the Agreement unless informed by the Grantee that 
said records may be disposed of earlier. Access to those records 
must be provided at reasonable times to the Grantee, its 
employees and agents, and to the federal grant agency, its 
employees and agents. 



K. Leqal Authorization. The Subgrantee certifies 
with respect to this subgrant that it possesses legal authority 
to apply for the grant and that the applicant's governing body 
has adopted a resolution which authorized the execution and 
acceptance of this Agreement with all understandings and 
assurances contained herein; and names the authorized official 
signing below to act in connection with this Agreement. 

L. Reauirements of Section 287.058, Florida 
Statutes. 

1. Bills for fees or other compensation for 
services or expenses must be submitted in detail sufficient for a 
proper pre-audit and post-audit thereof. 

2. Bills for any travel expenses must be 
submitted in accordance with Section 112.061, Florida Statutes. 

3. Units of deliverables, including reports, 
findings, and drafts as specified in Paragraph 1I.C. of this 
Agreement, must be received and accepted by the contract manager 
prior to payment. 

4. Subgrantee must comply with the criteria 
and final date by which criteria must be met for completion of 
this contract as specified in Paragraph I.A. of this Agreement. 

5. The Grantee may unilaterally cancel this 
agreement for refusal by the subgrantee to allow public access to 
all documents, papers, letters or other material subject to the 
provisions of Chapter 119, Florida Statutes, and made or received 
by the subgrantee in conjunction with this Agreement. It is 
expressly understood that substantial evidence of the 
subgrantee's refusal to comply with this provision shall 
constitute a breach of contract. 



The Subgrantee acknowledges that the responsibility for 
complying with the approved subgrant award rests with the 
recipient Subgrantee and acknowledges that failure to do so 
constitutes grounds for the recession or suspension of this 
subgrant and may influence future subgrant awards. 

IN WITNESS HEREOF, the Grantee and the Subgrantee have 
executed this Agreement; 

FOR THE SUBGRANTEE:. FOR THE GRANTEE: 
STATE OF FLORIDA 

u % ~ -  \ r. 

BY: A BY: 
orized ~ ~ u n t y  Official 

Gordon L. Guthrie 
51.n 0. d :qs :~Lo&~.  C k d i r n w  Division Director 
Name/Title Name/Title 

2 - 1 1  - 91 3-/- ?/ 
Date Date 

Federal Employer ID # 5 9  / f b  3042 
Catalog of Federal Domestic Assistance Number and Program 
CFDA # 83.503 Emergency Management Assistance (EMA) 



FY '91 
EXHIBIT A 

SCOPE OF WORK 

- First Quarter 
Second Quarter 

Third Quarter 
Fourth Quarter 

QUARTER 
TO BE 

COMPLETED STATUS 

COUNTIES RECEIVING $15,000 OR LESS: 

Item 1 - EMA COMPLIANCE REQUIREMENTS 
a. Submit Quarterly Progress Report no 

later than 15 days after end of each 
quarter 

b. Submit Quarterly Financial Report no 
later than 30 days after end of each 
quarter 

c. Submit prior year Single Audit (OMB 
Circular A-128) by 04/30/91 

Item 2 - PLAN DEVELOPMENT AND UPDATE 
a. Develop or update Standard Operating 

Procedures 

Item 3 - COUNTY CAPABILITY ASSESSMENTS 
a. Revise and submit the Communications 

Inventory and Development Plan 

b. Revise and submit an updated 
Radiological Protection Data Base 
(RPDB-001) form 

c. Submit Radiological Equipment 
Inventory 

d. County performs Biannual Inspection 
and Operational Tests of 
Radiological instrument sets 

e. Submit a National Facility/Survey 
Reception and Care Survey (NFS/RAC) 
Plan. 

f. Submit a report on the number of 
NFS/RAC surveys reviewed. 

ALL 

ALL 



QUARTER 
TO BE 

:ATEGORY/ ITEM COMPLETED STATUS 

Item 4 - TRAINING 
a. The Emergency Management Director or 

staff to attend at least one of the 
following courses: 

1. Emergency Planning 

2. Exercise Design 

3. continuity of Government 

b. Emergency Management Director and 
staff to attend the Civil Defense 
Systems, Programs and Policies 
Course 

c. All part-time personnel complete 
HS-2 

Item 5 - EXERCISES 
a. Submit an updated Four-Year Exercise 

plan (1990-1993), including 1 full-, 
scale and 3 functional exercises, 
with appropriate rotation 

b. Conduct a Functional Natural Hazard 
Exercise 

Item 6 - REGISTRATION OF PEOPLE WITH SPECIAL 
NEEDS 

Maintain current registration of people 
with special needs in accordance with 
Chapter 252, F.S. 

11. COUNTIES RECEIVING FROM $15,000 TO $40,000, IN 
ADDITION TO ITEMS 1-7, MUST COMPLETE THE 
FOLLOWING: 

Item 7 - PUBLIC EDUCATION PROGRAM 
a. Develop and maintain Emergency 

Public Information (EPI) Materials 

b. Conduct Public Information Awareness 
Programs 

c. Distribute Seasonal Public 
Information Materials 

ALL 

ALL 

ALL 

ALL 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGT0N:D.C. 20603 

EXHIBIT ,B 

A p r i l  1 2 ,  1985 CIRCULAR N o .  A-128 

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS 

SUBJECT: A u d i t s  o f  S t a t e  a n d  L o c a l  G o v e r n m e n t s .  1 
1. P u r p o s e .  T h i s  C i r c u i a r  i s  i s s u e d  ~ u r s u a n t  t o  t h e  S i n g l e  
A u d i t  A c t  o f  1 9 8 4 ,  P.L. 98-502.  I t  e s t a b l i s h e s  a u d i t ' r e q u i r e m e n t s  
f o r  S t a t e  a n d  l o c a l  g o v e r n m e n t s  t h a t  r e c e i v e  F e d e r a l  a i d ,  a n d  
d e f i n e s  F e d e r a l  r e s p o n s i b i l i t i e s  f o r  i m p l e m e n t i n g  a n d  m o n i t o r i n g  
t h o s e  r e q u i r e m e n t s .  

2 .  S u p e r s e s s i o n .  T h e  C i r c u l a r  s u p e r s e d e s  A t t a c h m e n t  P ,  " A u d i t  
R e q u i r e m e n t s , "  o f  C i r c u l a r  A-;102, " U n i f o r m  r e q u i r e m e n t s  f o r  g r a n t s  
t o  S t a t e  a n d  loca l  g o v e r n m e n t s . "  .. 

3 .  B a c k a r o u n d .  T h e  S i n g l e  A u d i t  A c t  b u i l d s  u p o n  e a r l i e r  e f f o r t s  
t o  i m p r o v e  a u d i t s  o f  F e d e r a l  a i d  p r o g r a m s .  T h e  A c t  r e q u i r e s  S t a t e  :- 

or l o c a l  g o v e r n m e n t s  t h a t  r e c e i v e  $ 1 0 0 , 0 0 0  o r  more a y e a r  i n  
F e d e r a l  f u n d s  t o  h a v e  a n  a u d i t  made f o r  t h a t  y e a r .  S e c t i o n  7 5 0 5  
o f  t h e  A c t  r e q u i r e s  t h e  D i r e c t o r  o f  t h e  O f f i c e  0.f Management  a n d  
B u d g e t  t o  p r e s c r i b e  p o l i c i e s ,  p r o c e d u r e s  a n d  g u i d e l i n e s  t o  
i m p l e m e n t  t h e  A c t .  I t  s p e c i f i e s  t h a t  t h e  Direc tor  s h a l l  d e s i g n a t e  
" c o g n i z a n t "  F e d e r a l  a g e n c i e s ,  d e t e r m i n e  c r i t e r i a  f o r  m a k i n g  
a p p r o p r i a t e  c h a r g e s  t o  F e d e r a l  p r o g r a m s  f o r  t h e  cos t  o f  a u d i t s ,  
a n d  p r o v i d e  p r o c e d u r e s  t o  a s s u r e  t h a t  s m a l l  f i r m s  or  f i r m s  owned 
a n d  c o n t r o l l e d  b y  d i s a d v a n t a g e d  i n d i v i d u a l s  h a v e  t h e  o p p o r t u n i t y  
t o  p a r t i c i p a t e  i n  c o n t r a c t s  f o r  s i n g l e  a u d i t s .  

4 .  P o l i c y t  T h e  S i n g l e  A u d i t  A c t  r e q u i r e s  t h e  f o l l o w i n g :  

a .  S t a t e  or loca l  g o v e r n m e n t s  t h a t  r e c e i v e  $ 1 0 0 , 0 0 0  or  m o r e  
a y e a r  i n  F e d e r a l  f i n a n c i a l  a s s i s t a n c e  s h a l l  h a v e  a n  a u d i t  made i n  
a c c o r d a n c e  w i t h  t h i s  C i r c u l a r .  - 

b. S t a t e  or local  g o v e r n m e n t s  t h a t  r e c e i v e  b e t w e e n  $ 2 5 , 0 0 0  
a n d  $ 1 0 0 , 0 0 0  a . y e a r  s h a l l  h a v e  a n  a u d i t  made i n  a c c o r d a n c e  w i t h  
t h i s  C i r c u l a r ,  or  i n  a c c o r d a n c e  w i t h  F e d e r a l  l a w s  a n d  r e g u l a t i o n s  
g o v e r n i n g  t h e  p r o g r a m s  t h e y  p a r t i c i p a t e  i n .  

c. S t a t e  or  l o c a l  g o v e r n m e n t s  t h a t  r e c e i v e  less  t h a n  
$ 2 5 , 0 0 0  a  y e a r  s h a l l  b e  e x e m p t  f r o m  c o m p l i a n c e  w i t h  t h e  A c t  a n d  
o t h e r  F e d e r a l  a u d i t  r e q u i r e m e n t s .  T h e s e  S t a t e  a n d  l o c a l  
g o v e r n m e n t s  s h a l l  b e  g o v e r n e d  b y  a u d i t  r e q u i r e m e n t s  p r e s c r i b e d  b y  
S t a t e  or l o c a l  l a w  or  r e g u l a t i o n .  



d.  N o t h i n g  i n  t h i s  p a r a g r a p h  e x e m p t s  S t a t e  o r  l o c a l  
g o v e r n m e n t s  f r o m  m a i n t a i n i n g  r e c o r d s  o f  F e d e r a l  f i n a n c i a l  
a s s i s t a n c e  or f r o m  p r o v i d i n g  a c c e s s  t o  s u c h  r e c o r d s  to F e d e r a l  
a g e n c i e s ,  a s  p r o v i d e d  f o r  i n  F e d e r a l  l a w  o r  i n  C i r c u l a r  A-102, 
" U n i f o r m  r e q u i r e m e n t s  f o r  g r a n t s  t o  S t a t e  or l o c a l  g o v e r n m e n t s . "  

5. D e f i n i t i o n s .  F o r  t h e  p u r p o s e s  o f  t h i s  C i r c u l a r  t h e  f o l l o w i n g  
d e f i n i t i o n s  f r o m  t h e  S i n g l e  A u d i t  A c t  a p p l y :  

a .  " C o g n i z a n t  a g e n c y "  means  t h e  F e d e r a l  a g e n c y  a s s i g n e d  by  
t h e  O f f i c e  o f  Management a n d  Budge t  t o  c a r r y  o u t  t h e  r e s p o n s i b i l -  
i t i e s  d e s c r i b e d  i n  p a r a g r a p h  11 o f  t h i s  C i r c u l a r .  

h. " F e d e r a l  f i n a n c i a l  a s s i s t a n c e n  mea n s  a s s i s t a n c e  p r o v i d e d  
b y  a  F e d e r a l  a g e n c y  i n  t h e  f o r m  o f  g r a n t s ,  c o n t r a c t s ,  c p o p e r a t i v e  
a g r e e m e n t s ,  l o a n s ,  l o a n  g u a r a n t e e s ,  p r o p e r t y ,  i n t e r e s t  s u b s i d i e s ,  ' . 
i n s u r a n c e ,  or d i r e c t  a p p r o p r i a t i o n s ,  b u t  d o e s  n o t  i n c l u d e  d i r e c t  
F e d e r a l  c a s h  a s s i s t a n c e  t o  i n d i v i d u a l s ; - -  I t  i n c l u d e s  a w a r d s  
r e c e i v e d  d i r e c t l y  f r o m  F e d e r a l  a g e n c i e s ,  o r  i n d i r e c t l y  t h r o u g h  
o t h e r  u n i t s  o f  S t a t e  a n d  l o c a l  g o v e r n m e n t s .  

C. I " F e d e r a l  a g e n c y u  h a s  t h e  same m e a n i n g  a s  t h e  term 
' a g e n c y '  i n  s e c t i o n  5 5 1 ( 1 )  o f  T i t l e  5 ,  U n i t e d  S t a t e s  Code.  

. 5 

d. " G e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s "  h a s  t h e  
m e a n i n g  s p e c i f i e d  i n  t h e  g e n e r a l l y  a c c e p t e d  g o v e r n m e n t  a u d i t i n g  - ,- 
s t a n d a r d s .  

e .  " G e n e r a l l y  a c c e p t e d  g o v e r n m e n t  a u d i t i n g  s t a n d a r d s "  means  
t h e  S t a n d a r d s  F o r  A u d i t  o f  Government  ~ r ~ a n i z a t i o n s ,  P r o q r a m s ,  
A c t i v i t i e s , :  a n d  F u n c t i o n s ,  d e v e l o p e d  by t h e  C o m p t r o l l e r  G e n e r a l ,  
d a t e d  F e h c u a r y  2 7 ,  1981 .  

f .  'independent a u d i t o r W  means:  

( 1) ' a  S t a t e  o r  l o c a l  g o v e r n m e n t  a u d i t o r  who meets t h e  
i n d e p e n d e n c e  s t a n d a r d s  s p e c i f i e d  i n  g e n e r a l l y  a c c e p t e d  g o v e r n m e n t  
a u d i t i n g  s t a n d a r d s ;  o r  

( 2 )  a  p u b l i c  a c c o u n t a n t  who m e e t s  s u c h  i n d e p e n d e n c e  
s t a n d a r d s .  

9 -  " I n t e r n a l  c o n t r o l s "  m e a n s  t h e  p l a n  o f  o r g a n i z a t i o n  a n d  
m e t h o d s  a n d  p r o c e d u r e s  a d o p t e d  by management  t o  e n s u r e  t h a t :  

( 1 )  r e s o u r c e  u s e  is c o n s i s t e n t  w i t h  l a w s ,  r e g u l a t i o n s ,  
a n d  p o l i c i e s ;  

( 2 )  r e s o u r c e s  a r e  s a f e g u a r d e d  a g a i n s t  w a s t e ,  l o s s ,  a n d  
m i s u s e ;  a n d  

( 3 )  r e l i a b l e  d a t a  a r e  o b t a i n e d ,  m a i n t a i n e d ,  a n d  f a i r l y  
d i s c l o s e d  i n  r e p o r t s .  



h .  " I n d i a n  t r i b e "  means  a n y  I n d i a n  t r i b e ,  b a n d ,  n a t i o n s ,  or 
o t h e r  o r g a n i z e d  g r o u p  or  c o m m u n i t y ,  i n c l u d i n g  a n y  A l a s k a n  N a t i v e  . 
v i l l a g e  or r e g i o n a l  or v i l l a g e  c o r p o r a t i o n s  ( a s  d e f i n e d  i n ,  or 
e s t a b l i s h e d  u n d e r ,  t h e  A l a s k a n  N a t i v e  C l a i m s  S e t t l e m e n t  A c t )  t h a t  
i s  r e c o g n i z e d  by  t h e  U n i t e d  S t a t e s  a s  e l i g i b l e  f o r  t h e  s p e c i a l  
p r o g r a m s  a n d  s e r v i c e s  p r o v i d e d  by t h e  U n i t e d  S t a t e s  t o  I n d i a n s  
b e c a u s e  o f  t h e i r  s t a t u s  a s  I n d i a n s .  

i. " L o c a l  g o v e r n m e n t "  m e a n s  a n y  u n i t  o f  l o c a l  g o v e r n m e n t  
w i t h i n  a .  S t a t e ,  i n c l u d i n g  a c o u n t y ,  a  b o r o u g h ,  m u n i c i p a l i t y ,  c i t y ,  
t o w n ,  t o w n s h i p ,  p a r i s h ,  l o c a l  p u b l i c  a u t h o r i t y ,  s p e c i a l  d i s t r i c t ,  
s c h o o l  d i s t r i c t ,  i n t r a s t a t e  d i s t r i c t ,  c o u n c i l  o f  g o v e r n m e n t s ,  a n d  
a n y  o t h e r  i n s t r u m e n t a l i t y  o f  l ' o c a l  g o v e r n m e n t .  

j *  " M a j o r  F e d e r a  1 A s s i s t a n c e  P r o g r a m ,  " a s  d e f i n e d  b y  
P.L. 98 -502 ,  is d e s c r i b e d  in .  t h e  A t t a c h m e n t  to  t h i s  C i r c u l a r .  

. . 

k.  " P u b l i c  a c c o u n t a n t s "  m e a n s  ' t h o s e  i n d i v i d u a l s '  who meet 
t h e  q u a l i f i c a t i o n  s t a n d a r d s  i n c l u d e d '  i n  g e n e r a l l y  a c c e p t e d  
g o v e r n m e n t  a u d i t i n g  s t a n d a r d s  f o r  p e r s o n n e l  p e r f o r m i n g  g o v e r n m e n t  
a u d i t s .  

1. " S t a t e "  m e a n s  a n y  S t a t e  o f  t h e  U n i t e d  S t a t e s ,  t h e  
D i s t r i c t  o f  C o l u m b i a ,  t h e  Commonwealth o f  P u e r t o  Rico, t h e  V i r g i n  
I s l a n d s ,  Guam, A m e r i c a n  Samoa ,  t h e  Common'wealth o f  t h e  N o r t h e r n  , . 
M a r i a n a  I s l a n d s ,  a n d  t h e  T r u s t  T e r r i t o r y  o f  t h e  P a c i f i c  I s l a n d s  I 
a n y  i n s t r u m e n t a l i t y  t h e r e o f ,  a n d  a n y  m u l t i - S t a t . e ,  r e g i o n a l ,  or 
i n t e r s t a t e  e n t i t y  t h a t  h a s  g o v e r n m e n t a l  f u n c t i o n s  a n d  a n y  I n d i a n  
t r i b e .  

m ,  " S u b r e c i p i e n t "  means a n y  p e r s o n  or g o v e r n m e n t  
d e p a r t m e n t ,  a g e n c y ,  or e s t a b l i s h m e n t  t h a t  r e c e i v e s  F e d e r a l  

, F i n a n c i a l  a s s i s t a n c e  t o  c a r r y  o u t  a  p r o g r a m  t h r o u g h  a  S t a t e  or 
l oca l  g o v e r n m e n t ,  b u t  d o e s  n o t  i n c l u d e  a n  i n d i v i d u a l  t h a t  is a  
b e n e f i c i a r y  o f  s u c h  a  p r o g r a m .  A s u b r e c i p i e n t  may a l s o  b e  a 
d i r e c t  r e c i p i e n t  o f  F e d e r a l  f i n a n c i a l  a s s i s t a n c e .  

I 6 .  scope o f  a u d i t .  T h e  S i n g l e  A u d i t  A c t  p r o v i d e s  t h a t :  

a .  T h e  a u d i t  s h a l l  b e  made b y  a n  i n d e p e n d e n t  a u d i t o r  i n  
a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  g o v e r n m e n t  a u d i t i n g  s t a n d a r d s  
c o v e r i n g  f i n a n c i a l  a n d  c o m p l i a n c e  a u d i t s .  .. . 

b.  T h e  a u d i t  s h a l l  c o v e r  t h e  e n t i r e  o p e r a t i o n s  o f  a  S t a t e  
or  l o c a l  g o v e r n m e n t  o r ,  a t  t h e  o p t i o n  o f  t h a t  g o v e r n m e n t ,  i t  may 
c o v e r  d e p a r t m e n t s ,  a g e n c i e s  or e s t a b l i s h m e n t s  t h a t  r e c e i v e d ,  
e x p e n d e d ,  or  o t h e r w i s e  a d m i n i s t e r e d  F e d e r a l  f i n a n c i a l  a s s i s t a n c e  
d u r i n g  t h e  y e a r .  However ,  i f  a  S t a t e  or l o c a l  g o v e r n m e n t  r e c e i v e s  
$ 2 5 , 0 0 0  or more i n  G e n e r a l  R e v e n u e  S h a r i n g  F u n d s  i n  a f i s c a l  y e a r t  
i t  s h a l l  h a v e  a n  a u d i t  o f  i t s  e n t i r e  o p e r a t i o n s .  A s e r i e s  o f  

i a u d i t s  o f  i n d i v i d u a l  d e p a r t m e n t s ,  a g e n c i e s ,  a n d  e s t a b l i s h m e n t s  f o r  
! t h e  s a m e  f i s c a l  y e a r  may b e  c o n s i d e r e d  a  s i n g l e  a u d i t .  " 



c. , P u b l i c  h o s p i  t a  1s a n d  p u b l i c  c o l l e y e s  a n d  u n i v e r s i t i e s  
may be e x c l u d e d  f r o m  S t a t e . a n d  l o c a l  a u d i t s  a n d  t h e  r e q u i r e m e n t s  
o f  t h i s  C i r c u l a r .  H o w e v e r ,  i f  s u c h  e n t i t i e s  a r e  e x c l u d e d ,  a u d i t s  
o f  t h e s e  e n t i t i e s  s h a l l  b e  made i n  a c c o r d a n c e  w i t h  s t a t u t o r y  
r e q u i r e m e n t s  a n d  t h e  p r o v i s i o t \ s  o f  C i r c u l a r  A-110, " U n i f o r m  
r e q u i r e m e n t s  f o r  g r a n t s  t o  u n i v e r s i t i e s ,  h o s p i t a l s ,  a n d  o t h e r  
n o n p r o f i t  o r g a n i z a t i o n s . "  

, - 

d. T h e  a u d i t o r  s h a l l  d e t e r m i n e  w h e t h e r :  

(1 )  t h e  f i n a n c i a l -  s t a t e m e n t s  o f  t h e  g o v e r n m e n t ,  
d e p a r t m e n t ,  a g e n c y  or e s t a b l i s h m e n t  p r e s e n t  f a i r l y  i t s  f i n a n c i a l  
p o s i t i o n  a n d  t h e  r e s u l t s  o f  i t s  f i n a n c i a l  o p e r a t i o n s  i n  a c c o r d a n c e  , 

w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ;  

( 2 )  t h e  o r g a n i z a t i o n  h a s  i n t e r n a l  a c c o u n t i n g  a n d  o t h e r .  
c o n t r o l  s y s t e m s  t o  p r o v i d e  r e a s o n a b l e - a s s u r a n c e  t h a t  i t  is  
m a n a g i n g  F e d e r a l  f i n a n c i a l  a s s i s t a n c e .  p r o g r a m s  i n  c o m p l i a n c e  w i t h  
a p p l i c a b l e  l a w s  a n d  r e g u l a t i o n s ;  a n d  

( 3 )  t h e  o r g a n i z a t i o n  h a s  c o m p l i e d  w i t h  l a w s  a n d  r e g u l a -  
t i o n s  t h a t  may h a v e  m a t e r i a l  e f f e c t  o n  i ts f i n a n c i a l  s t a t e m e n t s  
a n d  o n  e a c h  m a j o r  F e d e r a l  a s s i s t a n c e  p r o g r a m .  

7 .  F r e q u e n c y  o f  a u d i t .  A u d i t s  s h a l l  b e  made a n n u a l l y  u n l e s s  t h e  
S t a t e  or l o c a l  g o v e r n m e n t  h a s ,  by J a n u a r y  1, 1 9 8 7 ,  a c o n s t i t u -  
t i o n a l  or s t a t u t o r y  r e q u i r e m e n t  f o r  l e s s -  f r e q u e n t  a u d i t s .  For 
t h o s e  g o v e r n m e n t s ,  t h e  c o g n i z a n t .  a g e n c y  s h a l l  p e r m i t  b i e n n i a l  
a u d i t s ,  c o v e r i n g  b o t h  y e a r s ,  i f  t h e  g o v e r n m e n t  so  r e q u e s t s .  I t  . 
s h a l l  a l s o  h o n o r  r e q u e s t s  f o r  b i e n n i a l  a u d i t s  by g o v e r n m e n t s  t h a t  
h a v e  a n  a d m i n i s t r a t i v e  p o l i c y  c a l l i n g  for a u d i t s  less f r e q u e n t  
t h a n  a n n u a l ,  b u t  o n l y  f o r  f i s c a l  y e a r s  b e g i n n i n g  b e f o r e  J a n u a r y  1, 
1 9 8 7 .  

8 .  I n t e r n a l  c o n t r o l  a n d  c o m p l i a n c e  r e v i e w s .  T h e  S i n g l e  A u d i t  
Act r e a u i r e s  t h a t  t h e  i n d e p e n d e n t  a u d i t o r  d e t e r m i n e  a n d  r e p o r t  o n  
w h e t h e ;  t h e  o r g a n i z a t i o n  h a s  i n t e r n a l  c o n t r o l  s y s t e m s  t o  p;ovide 
r e a s o n a b l e  a s s u r a n c e  t h a t  i t  is m a n a g i n g  F e d e r a l  a s s i s t a n c e  
p r o g r a m s  i n  c o m p l i a n c e  w i t h  a p p l i c a b l e  l a w s  a n d  r e g u l a t i o n s .  

a .  I n t e r n a l  c o n t r o l  r e v i e w .  I n  o r d e r  t o  p r o v i d e  t h i s  
a s s u r a n c e  t h e  a u d i t o r  m u s t  n u k e  a  s t u d y  a n d  e v a l u a t i o n  o f  . - i n t e r n a l  
c o n t r o l  s y s t e m s  u s e d  i n  a d m i n i s t e r i n g  F e d e r a l  a s s i s t a n c e  p r o g r a m s .  
T h e  s t u d y  a n d  e v a l u a t i o n  m u s t  b e  m d e  w h e t h e r  or n o t  t h e  a u d i t o r  
i n t e n d s  t o  p l a c e  r e l i a n c e  o n  s u c h  s y s t e m s .  As p a r t  o f  t h i s  
r e v i e w ,  t h e  a u d i t o r  s h a l l :  

( 1 ) .  T e s t  w h e t h e r  t h e s e  i n t e r n a l  c o n t r o l  s y s t e m s  a r e  
f u n c t i o n i n g  i n  a c c o r d a n c e  w i t h  p r e s c r i b e d  p r o c e d u r e s .  

( 2 )  Examine  t h e  r e c i p i e n t ' s  s y s t e m  f o r  m o n i t o r i n g  
s u b r e c i p i e n t s  a n d  o b t a i n i n g  a n d  a c t i n g  o n  s u b r e c i p i e n t  a u d i t  
r e p o r t s .  



b. C o m p l i a n c e  r e v i e w .  T h e  l a w  a l s o  r e q u i r e s  t h e  a u d i t o r  t o  
d e t e r m i n e  w h e t h e r  t h e  o r g a n i z a t i o n  h a s  c o m p l i e d  w i t h  l a w s  a n d  
r e g u l a t i o n s  t h a t  may h a v e  a m a t e r i a l  e f f e c t  o n  e a c h  m a j o r  F e d e r a l  
a s s i s t a n c e  p r o g r a m .  

(1 )  I n  o r d e r  t o  d e t e r m i n e  w h i c h  m a j o r  p r o g r a m s  a r e  t o  
b e  t e s t e d  f o r  c o m p l i a n c e ,  S t a t e  a n d  loca l  g o v e r n m e n t s  s h a l l  
i d e n t i f y  i n  t h e i r  a c c o u n t s  a l l  F e d e r a l  f u n d s  r e c e i v e d  a n d  e x p e n d e d  
a n d  t h e  p r o g r a m s  u n d e r  w h i c h  t h e y  were r e c e i v e d .  T h i s  s h a l l  
i n c l u d e  f u n d s  r e c e i v e d  d i r e c t l y  f r o m  F e d e r a  1 a g e n c i e s  a n d  t h r o u g h  
o t h e r  S t a t e  a n d  l oca l  g o v e r n m e n t s .  

( 2 )  T h e  r e v i e w  m u s t  i n c l u d e  t h e  s e l e c t i o n  a n d  t e s t i n g  . 
o f  a  r e p r e s e n t a t i v e  number  o f  c h a r g e s .  f r o m  e a c h  m a j o r  F e d e r a l  
a s s i s t a n c e  p r o g r a m .  T h e  s e l e c t  i o n  a n d "  t e s t i n g  o f  t r a n s a c t i o n s  
s h a l l  be  b a s e d  o n  t h e  a u d i t o r ' s  p r o f e s s i o n a l  j u d g m e n t  c o n s i d e r i n g  
s u c h  f a c t o r s  a s  t h e  a m o u n t  o f  e x p e n d i t u r e s  f o r  t h e  p r o g r a m  a n d  t h e  
i n d i v i d u a l  a w a r d s ;  t h e  n e w n e s s  o f  t h e  p r o g r a m  or c h a n g e s  i n  i t s  
c o n d i t i o n s ;  p r i o r  e x p e r i e n c e  w i t h '  t h e  p r o g r a m ,  p a r t i c u l a r l y  a s  
r e v e a l e d  i n  a u d i t s  a n d  o t h e r  e v a l u a t i o n s  ( e . g .  , i n s p e c t i o n s ,  
p r o g r a m  r e v i e w s ) ;  t h e  e x t e n t  t o  w h i c h  t h e  p r o g r a m  is c a r r i e d  o u t  
t h r o u g h  s u b r e c i p i e n t s ;  t h e  e x t e n t  to  w h i c h  t h e  p r o g r a m  c o n t r a c t s  
f o r  g o o d s  or s e r v i c e s ;  t h e  l e v e l  t o  w h i c h  t h e  p r o g r a m  is  a l r e a d y  
s u b j e c t  t o  p r o g r a m  r e v i e w s  or o t h e r  f o r m s  o f  i n d e p e n d e n t  
o v e r s i g h t ;  t h e  a d e q u a c y  o f  t h e  c o n t r o l s  f o r  e n s u r i n g  c o m p l i a n c e ;  
t h e  e x p e c t a t i o n  o f  a d h e r e n c e  ' o r  l a c k  o f  a d h e r e n c e  ' t o  t h e  
a p p l i c a b l e  l a w s  a n d  r e g u l a t i o n s ;  a n d  t h e  p o t e n t i a l  i m p a c t  o f  
a d v e r s e  f i n d i n g s .  -. . 

( a )  I n  m a k i n g  t h e  t e s t  o f  t r a n s a c t i o n s ,  t h e  
a u d i t o r  s h a l l  d e t e r m i n e  w h e t h e r :  

-- t h e  a m o u n t s  r e p o r t e d  a s  e x p e n d i t u r e s  
were f o r  a l l o w a b l e  s e r v i c e s ,  a n d  

-- t h e  r e c o r d s  s h o w  t h a t  t h o s e  who r e c e i v e d  

s e r v i c e s  o r  b e n e f i t s  were e l i g i b l e  t o  r e c e i v e  t h e m .  

( b )  I n  a d d i t i o n  t o  t r a n s a c t i o n  t e s t i n g ,  t h e  - - -  
a u d i t o r  s h a  11 d e t e r m i n e  w h e t h e r :  

-- m a t c h i n g  r e q u i r e m e n t s ,  l e v e l s  o f  e f f o r t  
a n d  e a r m a r k i n g  l i m i t a t i o n s  were m e t ,  



-- F e d e r a l  f i n a n c i a l  r e p o r t s  a n d  c l a i m s  f o r  
a d v a n c e s  a n d  r e i m b u r s e m e n t s  c o n t a  i n  i n f o r m a  t i o n  t h a t  is s u p p o r t e d  - 
b y  t h e  b o o k s  a n d - r e c o r d s  f r o m  w h i c h  t h e  b a s i c  f i n a n c i a l  s t a t e m e n t s  
h a v e  b e e n .  p r e p a r e d ,  a n d  , ' . 

-- a m o u n t s  c l a i m e d  or u s e d  f o r  m a t c h i n g  
w e r e  d e t e r m i n e d  i n  a c c o r d a n c e  w i t h  OMB C i r c u l a r  A-87, " C o s t  
p r i n c i p l e s  f o r  S t a t e  a n d  l o c a l  g o v e r n m e n t s , "  a n d  A t t a c h m e n t  F  o f  

I 
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C i r c u l a r  A-102,  " U n i f o r m  r e q u i r e m e n t s  f o r  g r a n t s  t o  S t a t e  a n d  
loca 1 g o v e r n m e n t s . "  

I 
1 
I 

( C  ) T h e  p r i n c i p a l  c o m p l i a n c e  r e q u i r e m e n t s  o f  t h e  
l a r g e s t  F e d e r a l  a i d  p r o g r a m s  may b e  a s c e r t a i n e d  b y  r e f e r r i n g  t o  
t h e  C o m p l i a n c e  S u p p l e m e n t  f o r  S i n q l e  A u d i t s  o f  s t a t e  a n d  L o c a l  
G o v e r n m e n t s ,  i s s u e d  b y  OMB a n d  a v a i l a b l e  f r o m  t h e  G o v e r n m e n t  
P r i n t i n g  O f f  ice.  F o r  t h o s e  p r o g r a m s  n o t  c o v e r e d  i n  t h e  C o m p l i a n c e  
S u p p l e m e n t ,  t h e  a u d i t o r  may a s c e r t a i n  c o m p l i a n c e  r e q u i r e m e n t s  by  
r e s e a r c h i n g  t h e  s t a t u t e s ,  r e g u l a t i o n s ,  a n d  a g r e e m e n t s  g o v e r n i n g  
i n d i v i d u a l  p r o g r a m s .  

( 3 )  T r a n s a c t i o n s  r e l a t e d  t o  o t h e r  F e d e r a l  a s s i s t a n c e  
p r o g r a m s  t h a t  a r e  s e l e c t e d  i n  c o n n e c t i o n  w i t h  e x a m i n a t i o n s  o f  - 
f  i n a n c i a  1 s t a t e m e n t s  a n d  e v a l u a t i o n s  o f  i n t e r n a  1 c o n t r o l s -  s h a l l  b e  
t e s t e d  f o r  c o m p l i a n c e  w i t h  F e d e r a l  l a w s  a n d  r e g u l a t i o n s  t h a t  a p p l y  
t o  s u c h  t r a n s a c t i o n s .  c - 

9 .  S u b r e c i p i e n t s .  S t a t e  or l o c a l  g o v e r n m e n t s  t h a t  r e c e i v e  
P e d e r a l  f i n a n c i a l  a s s i s t a n c e  a n d  p r o v i d e  $ 2 5 , 0 0 0  or more o f  i t  i n  
a f i s c a l  y e a r  to  a  s u b r e c i p i e n t  s h a l l :  

a .  d e t e r m i n e  w h e t h e r  S t a t e  or l o c a l  s u b r e c i p i e n t s  h a v e  m e t  
t h e  a u d i t  r e q u i r e m e n t s  o f  t h i s  C i r c u l a r  a n d  w h e t h e r  s u b r e c i p i e n t s  
c o v e r e d  by  C i r c u l a r  A-110, " U n i f o r m  r e q u i r e m e n t s  f o r  g r a n t s  t o  
u n i v e r s i t i e s ,  . h o s p i t a l s ,  a n d  o t h e r  n o n p r o f i t  o r y a n i z a t i o n s , "  h a v e  
m e t  t h a t  r e q u i r e m e n t ;  

b .  d e t e r m i n e  w h e t h e r  t h e  s u b r e c i p i e n t  s p e n t  F e d e r a l  
a s s i s t a n c e  f u n d s  p r o v i d e d  i n  a c c o r d a n c e  w i t h  a p p l i c a b l e  l a w s  a n d  
r e g u l a t i o n s .  T h i s  may b e  a c c o m p l i s h e d  by  r e v i e w i n g  a n  a u d i t  o f  
t h e  s u b r e c i p i e n t  made i n  a c c o r d a n c e  w i t h  t h i s  C i r c u l a r ,  C i r c u l a r  
A-110, or  t h r o u g h  o t h e r  m e a n s  ( e . g . ,  p r o g r a m  r e v i e w s )  i f  t h e  . .  
s u b r e c i p i e n t  h a s  n o t  y e t  h a d  s u c h  a n  a u d i t ;  

c. e n s u r e  t h a t  a p p r o p r i a t e  c o r r e c t i v e  a c t i o n  is t a k e n  
w i t h i n  s i x  m o n t h s  a f t e r  r e c e i p t  o f  t h e  a u d i t  r e p o r t  i n  i n s t a n c e s  
o f  n o n c o m p l i a n c e  w i t h  F e d e r a  1 l a w s  a n d  r e y u l a  t i o n s ;  

d .  c o n s i d e r  w h e t h e r  s u b r e c i p i e n t  a u d i t s  n e c e s s i t a t e  
a d j u s t m e n t  o f  t h e  r e c i p i e n t ' s  own . r e c o r d s ;  a n d  

e .  r e q u i r e  e a c h  s u b r e c i p i e n t  t o  p e r m i t  i n d e p e n d e n t -  a u d i t o r s  
t o  h a v e  a c c e s s  t o  t h e  r e c o r d s  a n d  f i n a n c i a l  s t a t e m e n t s  a s  
n e c e s s a r y  t o  c o m p l y  w i t h  t h i s '  C i r c u l a r .  



1 0 .  R e l a t i o n  t o  o t h e r  a u d i t  r e q u i r e m e n t s .  T h e  S i n g l e  A u d i t  A c t  
p r o v i d e s  t h a t  a n  a u d i t  made i n  a c c o r d a n c e  w i t h  t h i s  C i r c u l a r  s h a l l  
be i n  l i e u  o f  a n y  f i n a n c i a l  o r  f i n a n c i a l  c o m p l i a n c e  a u d i t  r e q u i r e d  
u n d e r  i n d i v i d u a l  F e d e r a l  a s s i s t a n c e  p r o g r a m s .  T o  t h e  e x t e n t  t h a t  
a s i n g l e  a u d i t  p r o v i d e s  F e d e r a l  a g e n c i e s  w i t h  i n f o r m a t i o n  a n d  
a s s u r a n c e s  t h e y  n e e d  t o  c a r r y  o u t  t h e i r  o v e r a l l  r e s p o n s i b i l i t i e s  
t h e y  s h a l l  r e l y  u p o n  a n d  u s e  s u c h  i n f o r m a  t i o n .  H o w e v e r ,  a F e d e r a l  
a g e n c y  s h a  11 make  a n y  a d d i t i o n a l  a u d i t s  w h i c h  a r e  n e c e s s a r y  t o  
c a r r y  o u t  i t s  r e s p o n s i b i l i t i e s  u n d e r  F e d e r a l  l a w  a n d  r e g u l a t i o n .  
Any a d d i t i o n a l  F e d e r a l  a u d i t  e f f o r t  s h a l l  b e  p l a n n e d  a n d  c a r r i e d  
o u t  i n  s u c h  a way a s  t o  a v o i d  d u p l i c a t i o n .  

a .  T h e  p r o v i s i o n s  o f  t h i s  C i r c u l a r  d o  n o t  l i m i t  t h e  
a u t h o r i t y  o f  F e d e r a l  a g e n c i e s  t o  m a k e ,  or c o n t r a c t  f o r  a u d i t s  a n d  
e v a l u a t i o n s  o f  F e d e r a l  f i n a n c i a l  a s s i s t a n c e  p r o g r a m s  ,' n o r  d o  t h e y  
l i m i t  t h e  a u t h o r i t y  o f  a n y  F e d e r a l  a g e n c y  I n s p e c t o r  G e n e r a l  or 
o t h e r  F e d e r a l  a u d i t  o f f i c i a l .  

b .  T h e  p r o v i s i o n s  o f  t h i s  ~ i r c " l a r  d o  n o t  a u t h o r i z e  a n y  
S t a t e  or  l o c a l  g o v e r n m e n t  or s u b r e c i p i e n t  t h e r e o f  t o  c o n s t r a i n  
F e d e r a l  a g e n c i e s ,  i n  a n y  m a n n e r ,  f r o m  c a r r y i n g  o u t  a d d i t i o n a l  
a u d i t s .  

c. A F e d e r a l  a g e n c y  t h a t  m a k e s  or ' c o n t r a c t s  f o r  a u d i t s  i n .  
a d d i t i o n  t o  t h e  a u d i t s  made  b y  r e c i p i e n t s  p u r s u a n t  t o  t h i s  :- 

C i r c u l a r  s h a l l ,  c o n s i s t e n t  w i t h '  o t h e r  a p p l i c a b l e  laws a n d  I 
r e g u l a t i o n s ,  a r r a n g e  f o r  f u n d i n g  t h e  co s t  o f  s u c h  a d d i t i o n a l  
a u d i t s .  S u c h  a d d i t i o n a l  a u d i t s  i n c l u d e  e c o n o m y  a n d  e f f i c i e n c y  . 
a u d i t s ,  p r o g r a m  r e s u l k s  a u d i t s ,  a n d  p r o g r a m  e v a l u a t i o n s .  

11. C o q n i z a n t  a a e n c y  r e s p o n s i b i l i t i e s .  T h e  S i n g l e  A u d i t  A c t  _ 
p r o v i d e s  f o r  c o g n i z a n t  F e d e r a l  a g e n c i e s  t o  o v e r s e e  t h e  i 

implements t i o n  o f  t h i s  C i r c u l a r .  

a .  T h e .  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  w i l l  a s s i g n  
c o g n i z a n t  a g e n c i e s  f o r  S t a t e s  a n d  t h e i r  s u b d i v i s i o n s  a n d  l a r g e r  
loca 1 g o v e r n m e n t s  a n d  t h e i r  s u b d i v i s i o n s .  O t h e r  F e d e r a l  a g e n c i e s  
may p a r t i c i p a t e  w i t h  a n  a s s i g n e d  c o g n i z a n t  a g e n c y ,  i n  o r d e r  t o  
f u l f i l l  t h e  c o g n i z a n c e  r e s p o n s i b i l i t i e s .  S m a l l e r  g o v e r n m e n t s  n o t  
a s s i g n e d  a  c o g n i z a n t  a g e n c y  w i l l  b e  u n d e r  t h e  g e n e r a l  o v e r s i g h t  of 
t h e  F e d e r a l  a g e n c y  t h a t  p r o v i d e s  t h e m  t h e  most f u n d s  w h e t h e r . . ,  
d i r e c t l y  o r  i n d i r e c t l y .  

b .  A c o g n i z a n t  a g e n c y  s h a l l  h a v e  t h e  f o l l o w i n g  
r e s p o n s i b i l i t i e s :  

(1)  E n s u r e  t h a t  a u d i t s  a r e  made a n d  r e p o r t s  a r e  
r e c e i v e d  i n  a t i m e l y  m a n n e r  a n d  i n  a c c o r d a n c e  w i t h  t h e  
r e q u i r e m e n t s  o f  t h i s  C i r c u l a r .  

( 2 )  P r o v i d e  t e c h n i c a l  a d v i c e  a n d  l i a i s o n  to  S t a t e  a n d  
- l o c a  1 g o v e r n m e n t s  a n d  i n d e p e n d e n t  a u d i t o r s .  



( 3 )  Obtain o r  make q u a l i t y  c o n t r o l  reviews of s e l ec t ed  
a u d i t s  made by non-Federal a u d i t  o rgan iza t ions ,  and provide the  
r e s u l t s ,  when a p p r o p r i a t e ,  f o  o tbpr  i n t e r e s t e d  o rgan iza t ions .  

( 4 1  Promptly inform o the r  a f f e c t e d  Federal  agenc ies  and 
a p p r o p r i a t e  Federal  law enforcement o f f i c i a l s  of any . repor ted  
i l l e g a l  a c t s  or  i r r e g u l a r i t i e s .  They should a l s o  inform S t a t e  o r  
loca 1 law enforcement and prosecut ing a u t h o r i t i e s ,  i f  not advised 
by t h e  r e c i p i e n t ,  of any v i o l a t i o n  of law w i t h i n  t h e i r  
j u r i s d i c t i o n .  

(5) Advise the  r e c i p i e n t  of a u d i t s  t h a t  have been found 
not  t o  have met the  requirements s e t  f o r t h  i n  t h i s  C i r c u l a r .  In 
such i n s t a n c e s ,  t h e  r e c i p i e n t  w i l l  be expected t o  work w i t h  the 
a u d i t o r  t o  take c o r r e c t i v e  a c t i o n .  I f  c o r r e c t i v e  a c t i o n  is not 
t aken ,  the  cognizant  agency s h a l l  n o t i f y  the  r e c i p i e n t  and Federal 
awarding agenc ies  of the  f a c t s  and make recommendations fo r  
followup a c t i o n .  Major inadequacies o r  r e p e t i t i v e  substandard 
performance of  independent a u d i t o r s  sha.11 be r e f e r r e d  t o  
a p p r o p r i a t e  p ro fes s iona l  bodies fo r  d i s c i p l i n a r y  a c t i o n .  

( 6 )  Coordinate,  t o  the  e x t e n t  p r a c t i c a b l e ,  a u d i t s  made 
by o r  f o r  Federal  agenc ies  t h a t  a r e  i n  a d d i t i o n  t o  the  a u d i t s  made 
pursuant  t o  t h i s  C i r c u l a r ;  so  t h a t  t he  a d d i t i o n a l  a u d i t s  bu i ld  upon 
such a u d i t s .  

( 7 )  Oversee the  r e s o l u t i o n  of a u d i t  f i nd ings  t h a t  a f f e c t  
t h e  programs of more than one agency. 

1 2 .  I l l e q a l  a c t s  o r  i r r e q u l a r i t i e s .  If the a u d i t o r  becomes aware 
of i l l e g a l  a c t s  or  o the r  i r r e g u l a r i t i e s ,  prompt n o t i c e  s h a l l  be 
given t o  r e c i p i e n t  management o f f i c i a l s  above t h e  l e v e l  of involve- 
ment. (See a l s o  paragraph 1 3 ( a ) ( 3 )  below f o r  the  a u d i t o r ' s  repor t -  
ing r e s p o n s i b i l i t i e s . )  The r e c i p i e n t ,  in  t u r n ,  s h a l l  promptly 
n o t i f y  the  cognizant  agency of the  i l l e g a l  a c t s  o r  i r r e g u l a r i t i e s  
and of proposed and a c t u a l  a c t i o n s ,  i f  any. I l l e g a l  a c t s  and 
i r r e g u l a r i t i e s  include such ma t t e r s  a s  c o n f l i c t s  of i n t e r e s t ,  
f a l s i f i c a t i o n  of records  o r  r e p o r t s ,  and misappropr ia t ions  of funds 
or o t h e r  a s s e t s .  

13.  Audit Reports .  Audit r e p o r t s  m u s t  be prepared a t  the  
completion of  the  a u d i t .  Reports s e rve  many  needs of S t a t e  and 
l o c a l  governments a s  wel l  a s  meeting the  requirements of the  s i n g l e  
A u d i t  A c t .  

a .  The a u d i t  r e p o r t  s h a l l  s t a t e  t h a t  the  a u d i t  was made i n  
accordance w i t h  t h e  p rov i s ions  of t h i s  C i r cu la r .  The r e p o r t  s h a l l  
be made up of a t  l e a s t :  

( 1 )  The a u d i t o r ' s  r e p o r t  on f i n a n c i a l  s ta tements  and on 
a  schedule  of  Federal a s s i s t a n c e ;  the  f i n a n c i a l  s t a t e m e n t s ;  and a  
schedule  of Federal  a s s i s t a n c e ,  showing the  t o t a  1 expendi.tures fo r  
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2 0 .  ' R e  o r t i n  . E a c h  F e d e r a l  a g e n c y  w i l l  r e p o r t  t o  t h e  Director o f  
OMR o n  --7? or be  ore  March  1, 1 9 8 7 ,  a n d  a n n u a l l y  t h e r e a f t e r  o n  t h e  
e f f e c t i v e n e s s  o f  S t a t e  a n d  l o c a l  g o v e r n m e n t s  i n  c a r r y i n g  o u t  t h e  
p r o v i s i o n s  o f  t h i s  C i r c u l a r .  T h e  r e p o r t  m u s t  i d e n t i f y  e a c h  S t a t e  
or l o c a l  g o v e r n m e n t  or  I n d i a n  c f i b e  t h a t ,  i n  t b e  o p i n i o n  o f  t h e  
a g e n c y ,  is f a i l i n g  to  c o m p l y  w i t h  t h e  C i r c u l a r ,  

21 .  ~ e ~ u l a  t i o n s :  E a c h  F e d e r a l  a g e n c y  s h a l l  i n c l u d e  t h e  p r o v i s i o n s  
o f  t h i s  C i r c u l a r  i n  i ts  r e g u l a t i o n s  i m p l e m e n t i n g  t h e  S i n g l e  A u d i t  
A c t .  

2 2 .  E f f e c t i v e  da te .  T h i s  C i r c u l a r  is  e f f e c t i v e  u p o n  p u b l i c a t i o n  . 
a n d  s h a l l  a p p l y  to  f i s c a l  y e a r s  o f  S t a t e  a n d  l o c a l  g o v e r n m e n t s ,  
t h a t  b e g i n  a f t e r  December  3 1 ,  1 9 8 4 .  E a r l i e r  i m p l e m e n t a t i o n  is 
e n c o u r a g e d .  However ,  u n t i l  i t  is i 'mp lemen ted ,  t h e  a u d i t  p r o v i s i o n s  
o f  A t t a c h m e n t  P t o  C i r c u l a r  A-102 s h a l l  c o n t i n u e  t o  b e  o b s e r v e d .  

23 .  I n q u i r i e s .  A l l  q u e s t i o n s  or i n q u i r i e s  s h o u l d  b e  a d d r e s s e d  t o  
F i n a n c i a l  Management  D i v i s i o n ,  O f f i c e  o f  Management  a n d  b u d g e t ,  - 
t e l e p h o n e  number  202/395-3993.  

- 

24.  S u n s e t  r e v i e w  d a t e .  T h i s  C i r c u l a r  s h a l l  h a v e  a n  i n d e p e n d e n t  
p o l i c y  r e v i e w  to a s c e r t a i n  i t s  e f f e c t i v e n e s s  t h r e e  y e a r s  f r o m  t h e  
d a t e  o f  i s s u a n c e ,  

<- 

D a v i d  A . .  S t o c k m a n  
Director 



C i r c u l a r  A-128 
A t t a c h m e n t  

D e f i n i t i o n  o f  Major  P r o g r a m  a s  P r o v i d e d  
i n  P.L.  98-502 

"Major  F e d e r a l  A s s i s t a n c e  P r o g r a m , "  f o r  S t a t e  a n d  l o c a l  g o v e r n m e n t s  
h a v i n g  F e d e r a l  a s s i s t a n c e  e x p e n d i t u r e s  b e t w e e n  $100,000 a n d  
$100,000,000, means  a n y  p r o g r a m  f o r  w h i c h  F e d e r a l  e x p e n d i t u r e s  
d u r i n g  t h e  a p p l i c a b l e  y e a r  e x c e e d  t h e  l a r g e r  o f  $300,000, cr 3 
p e r c e n t  o f  s u c h  t o t a l  e x p e n d i t u r e s .  

Where t o t a l  e x p e n d i t u r e s  o f  F e d e r a l  a s s i s t a n c e  e x c e e d  $100,000,000, 
t h e  f o l l o w i n g  c r i t e r i a  a p p l y :  

T o t a l  E x p e n d i t u r e s  o f  
F e d e r a l  F i n a n c i a l  A s s i s t a n c e  

f o r  A l l  Prosr ams 
more  t h a n  b u t  less  t h a n  --.- 

$100 m i l l i o n  1 b i l l i o n  
1 b i l l i o n  . 2 b i l l i o n  
2 b i l l i o n  3 b i l l i o n  
3 b i l l i o n  4 b i l l i o n  
4 b i l l i o n  5 b i l l i o n  
5 b i l l i o n  6 b i l l i o n  
6 b i l l i o n  7 b i l l i o n  

o v e r  7 b i l l i o n  

Ka jor F e d e r a l  
A s s i s t a n c e  P r o g r a m  
Means a n y  P r o g r a m  

T h a t  E x c e e d s  

$ 3 m i l l i o n  
4 m i l l i o n  
7 m i l l i o n  

10 m i l l i o n  
13 m i l l i o n  
1 6  m i J l i o n  
19 m i l l i o n  
20 m i l l i o n  


