
AGREEMENT #89EM-16-04-55-10-040 

AGREEMENT 

BETWEEN THE STATE OF FLORIDA 

DEPARTMENT OF COMMUNITY AFFAIRS 

-. . AND 

Nassau County 
(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, the parties . agree as follows: 
- - 

TERMS OF AGREEMENT 

A. This Agreement shall commence on October 1, 
1988, and shall continue in full force and effect to, and 
including, September 30, 1989. 

B. The Grantee agrees to allocate the Subgrantee 
the maximum sum of $18,937.59 /50% which the Subgrantee will 
match with $18,937.59 /SO% for a total subgrant of $37,875.18 
/loo% 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. The Grantee or Subgrantee may, from time to 
time, request changes in the services to be provided under this 
Agreement. Such requested changes must be submitted in writing, 
agreed to and signed by both parties in order to amend this 
Agreement. 
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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 Provisions. The Subgrantee hereby 
assures and certifies that it will comply with regulations, 
policies, guidelines and requirements, including 44 CFR (Code of 
Federal Regulations), Part 302, the Federal Emergency Management 
Agency Civil Preparedness Guide (CPG) 1-3 and 1-5, Office of 
Management and Budget (OMB) Circular A-87 and A-128 as they 
relate to application, acceptance and use of federal funds. 

B. Sco~e of Work. The Subgrantee will comply 
with the "Scope of Work" describing the activities/projects to be 
accomplished under this Emergency Management Assistance (EMA) 
Agreement. Such Scope of Work is attached to and incorporated 
herein as Exhibit A. 

C. Compensation and Financial Re~ortinq 
~eauirements . - 

1. The Subgrantee shall use the funds 
available from this Agreement to pay for Emergency Management 
Assistance administrative expenditures in accordance with CPG 
1-3, June, 1987, Chapter 2, Parts 9 and 10. The Subgrantee shall . 
be reimbursed for costs incurred in the satisfactory performance 
of work hereunder in an amount not to exceed the total allocation 
as shown in Paragraph I.B. of this Agreement. 

2. ~dministrative 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. 
Administrative Expenditure Reports are due within forty-five (45) 
days after the end of each quarter. A final Administrative 
Expenditure Report, serving as the close-out report, is due 
within forty-five (45) days after the termination of this 
Agreement. The Subgrantee shall not receive reimbursement for 
quarterly expenditures until the quarterly progress report is 
received by the Grantee. 

D. Fiscal and Prouram Accountabilitv. 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. 
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E. Recordins and Documentation of Recei~ts and 
Ex~enditures. 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. 

. 
F. ~nex~ended 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. 

G. 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 ( 4 5 )  days. Such obligations must be related to gobds 
or services provided and utilized within the subgrant period. 

H. 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. 

I. 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 py 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. 

J. Lesal Authorization. Th& Subgrantee certifies 
with respect to this subgrant that it possesses legal authority 
to apply for the grant and names the authorized official signing 
below to act in connection with this Agreement. 

K. Requirements 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   ran tee 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 
DEPARTMENT OF COMMUNITY AFFAIRS 

BY: 
Authorized Department Official 

Gordon L. Guthrie 
ames E. Testone, C h a i r m a n  Division Director 

Name/Title , Name/Title 

J u l y  1 1 ,  1989 

Date Date 

59-186-3042 

Federal Employer ID # 

Catalog of Federal Domestic Assistance 
Number and Program 

CFDA# 83.503 Emergency Management Assistance (EMA) 



i 
EXHIBIT A - SCOPE OF 

Nassau 1988 - 1989 ' 

COUNTY . . 

Quarter to be 
Category/Item Completed Action(s) 

B. Submit Quarterly ~inanci-al -2-3-4 
Report 30 days after end of 
each quarter. P 

A. Submit Quarterly Progress 
Report 15 days after end of 

- each quarter. 

1-2-3-4 

. . . - - - 

11. Plan Develo~aeI,lt and UD- 

C. Submit prior year Financial 
Audit OMB-A-128 by . 
April 30, 1989. 

A .  Submit Peacetime Emergency 
Plan Update, if required. 

3 

B. Submit Nuclear Civil. 
Protection Plan Triennial 
Update, if required. 

A. Submit revised Five Year 
Exercise Plan. 1 2 1  

C. Develop and/or update 
Standard Operating Procedures. 

2 

IV. m n t v  C a ~ a l l t y  A s s e ~ e n t ~  . . I I 

B,. Conduct an Exercise according 
to the County Five Year 
Exercise Plan and appropriate 
Scenario Rotation. 

A. Revise and submit the Hazard 
Identification/Multi-Year 

3 



B .  Complete and submi t  a 
C o n t i n u i t y  o f  Government S e l f -  
Assessment (CPG 1 - 1 0 ) .  

- . . Re+i-. se .sub;.it. ..the. . . . . ' . 

Communications I n v e n t o r y  and . 
Development P l a n  (CPG 1--18),  
i f  r e q u i r e d .  . . ' . 

D .  R e v i s e  and s u b m i t  an  u p d a t e d . .  
R a d i o l o g i c a l  P r o t e c t i o n  Data  
Base (RPDB-001) form i n  - 
accordance  w i t h  t h e  S t a t e  
R a d i o l o g i c a l  I n s t r u m e n t  
Maintenance and C a l i b r a t i o n  
F a c i l i t y  s c h e d u l e .  

E .  Per form I n s p e c t i o n  and . 

O p e r a t i o n a l  t e s t  of  - .  - - 
R a d i o l o g i c a l  Source  sets. 

F .  Perform Leak T e s t  on C o b a l t  
60 R a d i o l o g i c a l  Source  S e t s .  

1 .  At tend  t h e  EMA Workshop ' 

2 .  Complete P r e p a r e d n e s s  
P l a n n i n g  f o r  a  Nuclear  
Crisis (Home Study-4)  

3 .  Attend  t h e  E x e r c i s e  Design 
Course  o r  t h e  Emergency 
. P l a n n i n g  Course  

B.  EM P r o f e s s i o n a l  S t a f f .  I 
' 1. Complete P r e p a r e d n e s s  

P l a n n i n g  f o r  a  Nuclear  
Crisis (Home Study-4)  

2 .  A t t end  t h e  E x e r c i s e  Design 
Course  o r  t h e  Emergency 
P l a n n i n g  Course  

C .  EM C l e r i c a l  S t a f f .  I 
1. Complete P r e p a r e d n e s s  

P l a n n i n g  f o r  a Nuclear  
Crisis (Home Study-4)  



V I .  -Stra.Lion of P e o ~ l e  w i t h  - 
A. M a i n t a i n  c u r r e n t  r e g i s t r a t i o n  

of people w i t h  special  n e e d s  
i n  a c c o r d a n c e  w i t h -  P .  S .  2 5 2 .  

V I I .  XMA Pccidci~ants 

A .  Submi t  I M A  R e s e r v i s t  Work 
S c h e d u l e .  . - 

B .  Submi t  Q u a r t e r l y  Work 
A c t i v i t i e s  (Forms DA 1380 and  
AF 4 0 a ) .  

C. Submi t  ~ n n u a l  T r a i n i n g  
R e q u e s t .  

-. . - .  

D .  Submi t  Annual Pe r fo rmance  
E v a l u a t i o n  R e p o r t .  

A .  Develop  and  m a i n t a i n  Emergency 
P u b l i c  I n f o r m a t i o n  materials 
( E P I ) .  

B .  Conduct  P u b l i c  I n f o r m a t i o n  
Awareness p rograms .  

C. D i s t r i b u t e  s e a s o n a l  P u b l i c  
I n f o r m a t i o n  m a t e r i a l s .  

I X .  I n c L i d e  actA.xities commensurate 
needs  of &he County a d  

p r o ~ n s e d  b u d g e t  as r e w i r e d  bv 
M e  9G - 11.t 14 ( 2 )  



EXECUTIVE OFFICE OF T H E  PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGT0N:O.C. 20603 

E X H I B I T  B 

A p r i l  1 2 ,  1 9 8 5  C I R C U L A R  No. 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. P u r ~ o s e .  T h i s  C i r c u i a r  is i s s u e d  p u r s u a n t .  to  t h e  S i n g l e  
A u d i t  A C ~  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  loca 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  Circular  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-;lO2, "Un i fo rm  r e q u i r e m e n t s  f o r  g r a n t s  
t o  - ~ t a  t e  a n d  l o c a l  g o v e r n m e n t s . "  

- - 

3 .  Backa round .  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  improve  a u d i t s  o f  F e d e r a l  a i d  p r o y r a m s .  T h e  A c t  r e q u i r e s  S t a t e  

o r  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 6 0 , 0 0 0  or more a   ear i n  
F e d e r a l  f u n d s  to  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  7505  
o f  t h e  A c t  r e q u i r e s  t h e  Director o f  t h e  O f f i c e  o f  Management a n d  
B u d g e t  to 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  Director  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  mak ing  
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  to  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  by 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 .  The  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 local 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  more- - 
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  have  a n  a u d i t  m d e  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  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  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 ' hey  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  l e s s  t h a n  
$ 2 5 , 0 0 0  a  y e a r  s h a l l  b e  exempt  from 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  loca 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  by  
S t a t e  o r  l o c a l  l a w  o r  r e g u l a t i o n .  



d. Noth iny  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  or local 
g o v e r n m e n t s  f r om 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 from 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  t o  P 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 aw or i n  C i r c u l a r  A-102, 
"Uni form 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  governments . "  

5. D e f i n i t i o n s .  Fo.r he  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 rom t h e  sing-1% A u d i t  A c t  a p p l y :  

a .  " C o g n i z a n t  agency"  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  Off  ice o f  Management a n d  Budget  to 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 .  

b. " 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 "  means a s s i s t a n c e  p r o v i d e d  
by  a  F e d e r a l  a g e n c y  i n  t h e  fo rm  o f  g r a n t s ,  c o n t r a c t s ,  c o 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 y 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  to  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 rom 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 ther  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. " F e d e r a l  a g e n c y m  h a s  ' t h e  same mean ing  as t h e  t e r m  
' 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. 

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  
mean ing  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  gove rnmen 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  gove rnmen 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  For ~ " d i t  O E  ~ o v e r n r n e n t  o r g a n i z a t i o n s ,  P roq rams ,  
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 b r u a r y  2 7 ,  1981.  

f .  n I n d e p e n d e n t  a u d i t o r  means:  

(1) . a  S t a t e  or l o c a l  gove rnmen 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  government  
a u d i t i n g  s t a n d a r d s :  or 

( 2 )  a  p u b l i c  a c c o u n t a n t  who meets 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 U  means t h e  p l a n  o f  o r g a n i z a t i o n  a n d  
me thods  a n d  p r o c e d u r e s  a d o p t e d  by management to 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 q 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 n n  t r i be"  m e a n s  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 ,  o r  
o t h e r  o r g a n i z e d  g r o u p  or comrnuni 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  o r  r e g i o n a l  o r  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 q r a m s  a n d  s e r v i c e s  p r o v i d e d  b y  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  local  g o v e r n m e n t  I 

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 "Ma jor F e d e r a  1 A s s i s t a n c e  P r o g r a m ,  I* a s  d e f i n e d  by 
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  t o  t h i s  C i r c u l a r .  

k .  ' P u b l i c  accounts-nts" m e a n s  ' t h o s e  i n d i v i d u a  1s 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 ta te"  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  Commonweal th  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  Commonwea l th  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 ,  
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 ,  o r  
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 "  m e a n s  a n y  p e r s o n  o r  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  to 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  o r  
l o c a l  g o v e r n m e n t ,  b u t  does 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  i s - 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  be 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 .  

6 ,  S C O ~ ~  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  
o r  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 t d i s c  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 ,  
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 ser ies  o f  
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  same f i s c a l  y e a r  may be c o n s i d e r e d  a  s i n g l e  a u d i t .  
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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  laws 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  l o c a 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 l  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  major F e d e r a l  
a s s r 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  11 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  

I 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  t o  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  or 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  tes 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  show 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  or  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 l l  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 met, 



-- 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  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  
were 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  local  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 of 
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  for g r a n t s  t o  S t a t e  a n d  

I 

loca l  g o v e r n m e n t s .  * 

( C  ) T h e  p r  i n c i p a  1 cornpl  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  by 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 l e m e n t  f o r  S i n g 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 i c e .  F o r  t h o s e  p r o g r a m s  n q 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 d 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 l  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 l  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  laws 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 .  

9 .  S u b r e c i p i e n t s .  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  
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  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  t o  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  b y  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 , "  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  
ass'ls 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  laws 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,  -o r  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  ha,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  i s  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  
of  n o n c o m p l i a n c e  w i t h  F e d e r a  1 laws 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  or 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  to  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 l l  m a k e  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  to  
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 .  8 

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  to  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  -do 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  of- 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  l a w s  a n d  
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 t 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 v  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  ~ u d i t  A c t  
p r o v i d e s  for c o u n i z a n t  F e d e r a l  a a e n c i e s  t o  o v e r s e e  t h e  
i m p l e m e n t a 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  Managemen 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  
l o c a l  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  to  
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  o f  
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  m o s t  f u n d s  w h e t h e r  
d i r e c t l y  or  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  n u d e  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  t o  S t a t e  and 
l o c a l  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 .  
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e a c h  F e d e r a l  a s s i s t a n c e  p r o q r a m  as  i d e n t i f i e d  i n  t h e  C a t a l o q  o f  
F e d e r a l  Domes t i c  A s s i s t a n c e .  F e d e r a l  p r o g r a m s  or g r a n t s  t h a t  have  
n o t  b e e n  a s s i g n e d  a c a t a l o g  number s h a l l  be i d e n t i f i e d  under  t h e  , 
c a p t i o n  " o t h e r  F e d e r a l  a s s i s t a n c e .  " 

( 2 )  The a u d i t o r ' s  r e p o r t  o n  t h e  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  tems mus t  i d e n t i f y  t h e  o r g a n i z a t i o n ' s  
s i q n i f  i c a n t  i n t e r n a l  a c c o u n t i n q  c o n t r o l s ,  and  t h o s e  c o n t r o l s  
d e s i g n e d  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  F e d e r a l  p r o g r a m s  a r e  
b e i n g  managed i n  c o m p l i a n c e  w i t h  l a w s  a n d  r e g u l a t i o n s -  I t  mus t  
a l s o  i d e n t i f y  t h e  c o n t r o l s  t h a t  were e v a l u a t e d ,  t h e  c o n t r o l s  t h a t  
were n o t  e v a l u a t e d ,  a n d  t h e  m a t e r i a l  w e a k n e s s e s  i d e n t i f i e d  a s  a  , 
r e s u l t  o f  t h e  e v a l u a t i o n .  

( 3 1  The.  a u d i t o r ' s  r e p o r t  on c o m p l i a n c e  c o n t a i n i n g :  

-- a  s t a t e m e n t  o f  p o s i t i v e  a s s u r a n c e  w i t h  r e s p e c t  
t o  t h o s e  i tems t e s t e d  f o r  c o m p l i a n c e ,  i n c l u d i n g  c o m p l i a n c e  w i t h  l a w  
a n d  r e g u l a t i o n s  p e r t a i n i n g  t o  f i n a n c i a l  r e p o r t s  a n d  claims for 
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  ; 

-- n e g a t i v e - ' a s s u r a n c e  on t h o s e  i t e m s  n o t  t e s t e d ;  

-- a summary o f  a l l  i n s t a n c e s  o f  n o n c o m p l i a n c e ;  a n d  

-- a n  i d e n t i f i c a t i o n  o f  t o t a l  amoun t s  q u e s t i o n e d ,  
i f  a n y ,  f o r  e a c h  F e d e r a l  a s s i s t a n c e  a w a r d ,  as  a r e s u l t  o f  
n o n c o m p l i a n c e .  

b. The t h r e e  p a r t s  o f  t h e  a u d i t  r e p o r t  may b e  bound i n t o  a 
s i n g l e  r e p o r t ,  o r  p r e s e n t e d  a t  t h e  same time a s  s e p a r a t e  d o c u m e n t s -  

c. A l l  f r a u d  a b u s e ,  or i l l e g a l  a c t s  or i n d i c a t i o n s  o f  s u c h  
a c t s ,  i n c l u d i n g  a l l  q u e s t i o n e d  costs  f o u n d  as  t h e  r e s u l t  o f  t h e s e  
a c t s  t h a t  a u d i t o r s  become a w a r e  o f ,  s h o u l d  n o r m a l l y  b e  c o v e r e d  i n  a  
s e ~ a r a t e  w r i t t e n  r e p o r t  s u b m i t t e d  i n  a c c o r d a n c e  w i t h  p a r a g r a p h  1 3 f .  

d .  I n  a d d i t i o n  t o  t h e  a u d i t  r e p o r t ,  t h e  r e c i p i e n t  s h a l l  
p r o v i d e  comments o n  t h e  f i n d i n g s  a n d  r e c o m m e n d a t i o n s  i n  t h e  r e p o r t ,  
i n c l u d i n g  a p l a n  f o r  c o r r e c t i v e  a c t i o n  t a k e n  or p l a n n e d  and  com- . . 
m e n t s  o n  t h e  s t a t u s  o f  c o r r e c t i v e  a c t i o n  t a k e n  on  p r i o r  f i n d i n g s -  
I f  c o r r e c t i v e  a c t i o n  is n o t  n e c e s s a r y ,  a s t a t e m e n t  d e s c r i b i n q  t h e  
r e a s o n  i t  is  n o t  s h o u l d  accompany t h e  a u d i t  r e p o r t .  

e. The r e p o r t s  s h a l l  b e  made a v a i l a b l e  by t h e  S t a t e  or l o c a l  
g o v e r n m e n t  f o r  p u b l i c  i n s p e c t i o n  w i t h i n  3 0  d a y s  a f t e r  t h e  
c o m p l e t i o n  o f  t 5 e  a u d i t .  

f .  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  
s t a n d a r d s ,  r e p o r t s  s h a l l  b e  s u b m i t t e d  by t h e  a u d i t o r  t o  t h e  o r g a n i -  
z a t i o n  a u d i t e d  and t o  t h o s e  r e q u i r i n q  or a r r a n g i n g  f o r  t h e  a u d i t .  
I n  a d d i t i o n ,  t h e  r e c i p i e n t  s h a l l  s u b m i t  c o p i e s  o f  t h e  r e p o r t s  t o  * 

e a c h  F e d e r a l  d e p a r t m e n t  or a g e n c y  t h a t  p r o v i d e d  F e d e r a l  a s s i s t a n c e  
f u n d s  t o  t h e  r e c i p i e n t .  S u b r e c i p i e n t s  s h a l l  s u b m i t  c o p i e s  t o  
r e c i p i e n t s  t h a t  p r o v i d e d  them F e d e r a l  a s s i s t a n c e  f u n d s .  The 
r e p o r t s  s h a l l  b e  s e n t  w i t h i n  3 0  d a y s  a f t e r  t h e  c o m p l e t i o n  o f  t h e  
a u d i t ,  b u t  no  l a t e r  t h a n  o n e  y e a r  a f  ter  t h e  end  o f  t h e  a u d i t  p e r i o d  
a n l e s s  a l o n g e r  p e r i o d  is a g r e e d  t o  w i t h  t h e  c o g n i z a n t  a g e n c y .  



g,  R e c i p i e n t s  o f  more t h a n  $ 1 0 0 , 0 0 0  i n  F e d e r a l  f u n d s  s h a l l  
s u b m i t  o n e  c o p y  o f  t h e  a u d i t  r e p o r t  w i t h i n  30 d a y s  a f t e r  i s s u a n c e  
t o  a c e n t r a l  c l e a r i n g h o u s e  t o  b e  d e s i g n a t e d  by  t h e  O f f  ice o f  
Management  a n d  B u d g e t .  T h e  c l e a r i n g h o u s e  w i l l  k e e p  c o m p l e t e d  
a u d i t s  o n  f i l e  a n d  f o l l o w  up w i t h  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  
h a v e  n o t  s u b m i t t e d  r e q u i r e d  a u d i t  r e p o r t s ,  

h. R e c i p i e n t s  s h a - 1 1  k e e p  a u d i t  r epor t s  o n  f i l e  f o r  t h r e e  
y e a r s  f r o m  t h e i r  i s s u a n c e .  

1 4 .  A u d i t  R e s o l u t i o n .  A s  p r o v i d e d  i n  p a r a g r a p h  11, t h e  c o g n i z a n t  
a q e n c y  s h a l l  be r e s p o n s i b l e  f o r  m o n i t o r i n g  t h e  r e s o l u t i o n  o f  a u d i t  , 
f i n d i n g s  t h a t  a f f e c t  t h e  p r o g r a m s  o f  more t h a n  o n e  F e d e r a l  a g e n c y .  
R e s o l u t i o n  o f  f i n d i n g s  t h a t  r e l a t e  t o  t h e  p r o g r a m s  o f  a s i n g l e  
F e d e r a l  a g e n c y  w i l l  b e  t h e  r e s p o n s i b i l i t y , o f  t h e  r e c i p i e n t  a n d  t h a t  
a q e n c y .  A l t e r n a t e  a r r a n g e m e n t s  may b e  made o n  a c a s e - b y - c a s e  b a s i s  
by a g r e e m e n t  among t h e  a g e n c i e s  c o n c e r n e d ,  

R e s o l u t i o n  s h a l l  b e  made 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 ~ t  o f  
t h e  r e p o r t  by t h e  F e d e r a l  d e p g r t m e n t s  a n d  a g e n c i e s .  C o r r e c t i v e  
a c t i o n  s h o u l d  p r o c e e d  a s  r a p j - d l y  a s  p o s s i b l e .  - - 

15. A u d i t  w o r k p a p e r s  a n d  r e p o r t s .  ' W o r k p a p e r s  a n d  r e p o r t s  s h a l l  be 
r e t a i n e d  f o r .  a minimum o f  t h r e e  y e a r s  f r o m  t h e  d a t e  o f  t h e  a u d i t  
r e p o r t ,  u n l e s s  t h e  a u d i t o r  is n o t i f i e d  i n  w r i t i n g  b y  t h e  c o g n i z a n t  
a g e n c y  t o  e x t e n d  t h e  r e t e n t i o n  p e r i o d .  A u d i t  w o r k p a p e r s  s h a l l  h e  
made a v a i l a b l e  upon  r e q u e s t  t o  t h e  c o g n i z a n t  a g e n c y  or i ts  d e s i g n e e  
or t h e  G e n e r a l  A c c o u n t i n g  O f f i c e ,  a t  t h e  c o m p l e t i o n  o f  t h e  a u d i t .  

1 6 .  A u d i t  C o s t s ,  T h e  cos t  o f  a u d i t s  made i n  a c c o r d a n c e  w i t h  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  a r e  a l l o w a b l e  c h a r g e s  to 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 .  

a .  T h e  c h a r g e s  may b e  c o n s i d e r e d  a  d i r e c t  cost or a n  
a l l o c a t e 3  i n d i r e c t  cos t ,  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  t h e  
p r o v i s i o n  o f  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 . "  

b. G e n e r a l l y ,  t h e  p e r c e n t a g e  o f  cos ts  c h a r g e d  to 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  f o r  a  s i n g l e  a u d i t  s h a l l  n o t  e x c e e d  t h e  
p e r c e n t a g e  t h a t  F e d e r a l  f u n d s  e x p e n d e d  r e p r e s e n t  o f  t o t a l  f u n d s  
e x p e n d e d  by  t h e  r e c i p i e n t  d u r i n g  t h e  f i s c a l  y e a r .  T h e  p e r c e n t a g e  
may b e  e x c e e d e d ,  h o w e v e r ,  i f  a p p r o p r  i a  t e  d o c u m e n t a  t i o n  d e m o n s t r a t e s  
h i g h e r  a c t u a l  cos t .  

1 7 .  S a n c t i o n 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  n o  cos t  may b e  
c h a r g e d  t o  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  for a u d i t s  r e q u i r e d  by t h e  
A c t  t h a t  a r e  n o 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 .  I n  c a s e s  
o f  c o n t i n u e d  i n a b i l i t y  o r  u n w i l l i n g n e s s  t o  h a v e  a p r o p e r  a u d i t ,  
F e d e r a l  a g e n c i e s  m u s t  c o n s i d e r  o t h e r  a p p r o p r i a t e  s a n c t i o n s  
i n c l u d i n g :  

-- w i t h h o l d i n g  a  p e r c e n t a g e  o f  a s s i s t a n c e  p a y m e n t s  
u n t i l  t h e  a u d i t  is c o m p l e t e & s a t i s f a c t o r i l y ,  



-- d i t h h o l d i n g  o r  d i s a l l o w i n g  o v e r h e a d  cos ts ,  a n d  

-- s u s p e n d i n g  t h e  F e d e r a l  a s s i s t a n c e  a g r e e m e n t  u n t i l  
t h e  a u d i t  is made .  

18. A u d i t o r  S e l e c t i o n .  I n  a r r a n g i n g  f o r  a u d i t  s e r v i c e s  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  f o l l o w  t h e  p r o c u r e l n e n t .  s t a n d a r d s  p r e s c r i b e d  
b y  ~ t t a c h m e n t  0 o f  C i r c u l a r  A-102,  " ~ 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  l o c a l  g o v e r n m e n t s . "  T h e  s t a n d a r d s  p r o v i d e  t h a t  w h i l e  
r e c i p i e n t s  a r e  e n c o u r a g e d  t o  e n t e r  i n t o  i n t e r g o v e r n m e n t a l  a g r e e -  
m e n t s  f o r  a u d i t  a n d  o t h e r  s e r v i c e s ,  a n a l y s i s  s h o u l d  be made to  
d e t e r m i n e  w h e t h e r  i t  w o u l d  be more e c o n o m i c a l  t o  p u r c h a s e  t h e  
s e r v i c e s  f r o m  p r i v a t e  f i r m s .  I n  i n s t a n c e s  w h e r e  u s e  o f  s u c h  i n t e r -  
g o v e r n m e n t a l  a g r e e m e n t s  a r e  r e q u i r e d  b y  S t a  ts s t a t u t e s  ( e . g . ,  a u d i t  
s e r v i c e s )  t h e s e  s t a t u t e s  w i l l  t a k e  p r e c e d e n c . e .  

1 9 .  S m a l l  a n d  M i n o r i t v  A u d i t  F i r m s .  S m a l l  a u d i t  f i r m s  a n d  a u d i t  
f i r m s  owned a n d  c o n t r o l l e d  by  s o c i a l l y  a n d  e c o n o m i c a l l 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  s h a l l  h a v e  t h e  maximum p r a c t i c a b l e  o p p o r t u n i t y  to 
p a r t i c i p a t e  i n  c o n t r a c t s  a w a r d e d  to f u l f i l l  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 .  R e c i p i e n t s  o f  r e ' d e r a l  a s s i s t a n c e  s h a l l  t a k e  t h e  
f o l l o w i n g  s t e p s  to  f u r t h e r  t h i s  g o a l :  

a .  A s s u r e  t h a t  s m a l l  a u d i t  f i r m s  a n d  a u d i t  f i r m s  owned  a n d  
c o n t r o l l e d  b y  s o c i a l l y  a n d  e c o n o m i c a l l 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  
a r e  u s e d  t o  t h e  f u l l e s t  e x t e n t  p r a c t i c a b l e .  

b. Make i n f o r m  t i o n  o n  f o r t h c o m i n g  o p p o r t u n i t i e s  a v a i i a b l e  
a n d  a r r a n g e  t i m e f r a m e s  f o r  t h e  a u d i t  so a s  t o  e n c o u r a g e  a n d  f a c i l i -  
t a t e  p a r t i c i p a t i o n  by  s m a l l  a u d i t  f i r m s  a n d  a u d i t  f i r m s  owned a n d  
cant-rolled b y  s o c i a l l y  a n d  e c o n o m i c a l l 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 .  

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

d .  E n c o u r a g e  c o n t r a c t i n g  w i t h  s m a l l  a u d i t  f i r m s  or a u d i t  
f i r m s  owned a n d  c o n t r o l l e d  b y  s o c i a l l y  a n d  e c o n o m i c a l l 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  w h i c h  h a v e  t r a d i t i o n a l l y  a u d i t e d  g o v e r n m e n t  
programs a n d ,  i n  s u c h  cases w h e r e  t h i s  is n o t  p o s s i b l e ,  a s s u r e  t h a t  
t h e s e  f i r n s  a r e  g i v e n  c o n s i d e r a t i o n  f o r  a u d i t  s u b c o n t r a c t i n g  
o p p o r t u n i t i e s .  

e.  ' E n c o u r a g e  c o n t r a c t i n g  w i t h  c o n s o r t i u m s  o f  sma 11 a u d i t  
f i r m s  a s  d e s c r i b e d  i n  p a r a g r a p h  ( a )  a b o v e  when a c o n t r a c t  is to0 
l a r g e  f o r  a n  i n d i v i d u a l  small a u d i t .  f i r m  or  a u d i t  f i r m  owned  a n d  
c o n t r o l l e d  b y  s o c i a l l y  a n d  e c o n o m i c a l l y  d i s a d v a n t a g e d  i n d i v i d u a  1s. 

f .  Use t h e  s e r v i c e s  a n d  a s s i s t a n c e ,  - a s  a p p r o p r i a t e ,  ~f s u c h  
o r g a n i z a t i o n s  a s  t h e  S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  i n  t h e  s o l i c i t a -  
t i o n  a n d  u t i l i z a t i o n  o f  s m a l l  a u d i t  f i r m s  or  a u d i t  f i r m s  owned a n d  
c o n t r o l l e d  b y  s o c i a l l y  a n d  e c o n o m i 2 a l l 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 .  



. . - . - 
20 .  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  + or b e  ore M a r c h  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 local  g o v e r n m e n t  or  I n d i a n  t r i b e  t h a t ,  i n  t h 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  t o  c o m p l y  w i t h  t h e  C i r c u l a r ,  

21.  R e q 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 t s  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 .  

22.  E f f e c t i v e  date. 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  t o  f i s c a l  y e a r s  o f  S t a t e  a n d  local  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 -mplemen 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  be 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  ice 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  t o  a s c e r t a i n  its 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 rog ram a s  P r o v i d e d  
r n  P.L.  9 8 - 5 0 2  

"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  and  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  $ 1 0 0 , 0 0 0  a n 2  , 
$ 1 0 0 , 0 0 0 , 0 0 0 ,  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  $ 3 0 0 , 0 0 0 ,  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  $ 1 0 0 , 0 0 0 , 0 0 0 ,  
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  P r o q r  ams 

more t h a n  b u t  l ess  t h a n  --.- 

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

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

1 b i l l i o n  
2 b i l l i o n  
3 b i l l i o n  
4 b i l l i o n  
5 b i l l i o n  
6 b i l l i o n  
7 b i l l i o n  

Ra jor F e d e r a l  
A s s i s t a n c e  P rog ram 
Means any 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  
16  mi l l ior ,  
1 9  m i l l i o n  
20  m i l l i o n  


