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The auditor should not consider the Supplement to be “safe harbor” for identifying audit procedures to apply in a particular engagement, but the auditor should be prepared to justify departures from the suggested procedures.  The auditor can consider the supplement a “safe harbor” for identification of compliance requirements to be tested if the auditor performs reasonable procedures to ensure that the requirements in the Supplement are current.  The grantor agency may elect to review audit working papers to determine that audit tests are adequate.
The Single Audit Compliance Unit of the External Audit Branch reviews all single audits, financial audits, and management letters of all “grantees”.  We are looking at both the presentation (information as to program, pass-through and state funding, NCDOT identification numbers) and the dollar amounts presented versus our records.  Any reports not received will be requested.
Grants must be properly identified by program name (“Rural Transportation Planning Program”), DOT number (“DOT-17”), and WBS number on the Schedule of Financial Assistance.  This information is available from the agreement with NCDOT; program name is in the second/third paragraph while the WBS number is on the upper right hand corner of the first page.  Grantor and/or pass-through grantor, program title and CFDA number (if appropriate) should also be included.  Please do not combine like projects into one dollar amount since we would need to call you for the breakdown; please report award amount, Federal pass-through, State share and local share.  On NCDOT’s confirmation from the Grant Master List (GML), these moneys are shown as DOT number “DOT-17.”
I.	PROGRAM OBJECTIVES
The objectives of the Rural Transportation Planning Program is to provide assistance to Rural Transportation Planning Organizations to: (1) develop in cooperation with the Department long range local and regional multi-modal transportation plans; (2) provide a forum for public participation in the transportation planning process; (3) develop and prioritize suggestions for transportation projects the organization believes should be included in the State’s Transportation Improvement Program; and, (4) provide transportation related information to local governments and other interested organizations and persons.


II. PROGRAM PROCEDURES
Programs are administered by the State Highway Agency (SHA).
Funds are provided to Rural Transportation Planning Organizations (RPO’s).  A Lead Planning Agency serves as the administrative entity for the RPO. The LPA may be a nonprofit, non-governmental, or a governmental entity (i.e., Counties, Council of Governments). LPA’s pay 20% of the total planning costs of approved activities.  Grants are governed by agreements entered into between NCDOT and the LPA.  The legal agreement specifies the terms and conditions of the projects.  The agreement of all parties shall be included in a memorandum of understanding approved by the membership of a Rural Transportation Planning Organization and the Secretary of the Department of Transportation.  As a recipient of the funds, the LPA is responsible for monitoring the use of the funds that are passed through to other participants.
III.	COMPLIANCE REQUIREMENTS 
1. ACTIVITIES ALLOWED OR UNALLOWED
Compliance Requirement – Each RPO operates under an agreement and a memorandum of understanding between the RPO and the NC Department of Transportation (NCDOT). The prospectus and the annual Planning Work Program (PWP) details the work tasks that will occur during the year.  They include the following:
1. Developing, in cooperation with the Department, long-range local and regional multi-modal transportation plans.
2. Providing a forum for public participation in the transportation planning process.
3. Developing and prioritizing suggestions for transportation projects the organization believes should be included in the State’s Transportation Improvement Program.
4. Providing transportation-related information to local governments and other interested organizations and persons.
Audit Objective – Determine if funds were expended properly.
Suggested Audit Procedure
1. Ascertain that expenditures conform to the annual allocation and the PWP.
2. Test expenditures and related records for compliance with project budget and tasks identified.
2.	ALLOWABLE COSTS/COST PRINCIPLES
Compliance Requirement - Any charges for materials provided by the municipality or a contractor must be net of sales taxes. Local units of government including cities, counties, and others chartered by the General Assembly are eligible for grants.  These local units of government should be eligible for sales tax refunds under GS 105-164.14 (b) or (c).  If they cannot qualify, then these local units of government should take the steps necessary to become eligible.  Sales tax paid, which may be requested from the NC Department of Revenue as a refund, is an ineligible charge.
Audit Objective – Determine that the grantee is eligible for the refund and that NCDOT did not reimburse any sales taxes eligible for refund.
Suggested Audit Procedure – Review financial records and ascertain that no sales taxes were billed to the project.

3.	CASH MANAGEMENT
NC Department of Transportation (NCDOT) pays on a reimbursement basis.  
4.   CONFLICT OF INTEREST
Compliance Requirement – N.C.G.S. 143C-6-23 requires each nonprofit entity eligible to receive state funds to have a conflict of interest policy which addresses conflicts that may arise when members of its governing body or its managing employees are involved in the disbursement of state fund.  The entity is required to have a copy of their entity’s policy on file with the disbursing state agency before any funds are disbursed; this policy shall be approved by the entity’s governing board and a notarized statement of the board’s action shall be attached.   All members of the board and management shall be familiar with and follow the policy and the legislation.   The entity should have written procedures of how the conflict of interest policy is enforced.
Audit Objective - Determine if the policy statement has been provided to the disbursing state agency, to current members of the board and management and efforts are made to follow the policy.
Suggested Audit Procedure
1. Obtain a copy of the policy and transmittal letter to the agencies disbursing state funds to the nonprofit entity.
2. Verify the existence and enforcement of the entity’s procedures.
7.	MATCHING, LEVEL OF EFFORT, EARMARKING 
Matching
Compliance Requirement - RPO funds require the LPA to pay a 20% local match from resources other than Federal or State funds.
Audit Objective – Determine the amounts or percentages or matching funds provided were allowable and applied correctly.
Suggested Audit Procedures
1. Perform test to verify that the required matching contributions were met.
2. Ascertain the sources of matching contributions and perform tests to verify that they were from an allowable source.
3. Test transactions used to match for compliance with the allowable transactions/activities.
8.	  PERIOD OF AVAILABILITY OF STATE FUNDS
Compliance Requirement - The eligible project costs are to be completed within the specified time frame.  Extensions to the period of performance must be approved by NCDOT based upon justification provided by the grantee. 
Audit Objective – Determine if costs were expended within the specified time frame according to the agreement or award letter. 
Suggested Audit Procedure – Verify that project expenses occurred within the period of performance specified in the project agreement or an approved extension of the period of performance.  
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1.	Compliance Requirement - The following reports must be submitted periodically:
1.	Expenditure Report in accordance with project arrangements.
2.	Certified invoice for payment.
3.	Annual Section RPO Performance Report.
Audit Objective – The reports submitted should accurately reflect the expenditures.
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Ascertain that the grantee has accurately prepared reports and documentation supports the reports.
2.	Compliance Requirement - The grantee is required to itemize support for all partial and final invoices including details of labor, labor additives, equipment, materials, contract labor and other qualifying costs.
Audit Objective – Determine that invoices submitted were correct.
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1. Verify that invoices submitted were for valid expenses and were accurate.
2. Confirm that documentation exists and supports invoices submitted.
13. SUB-RECIPIENT MONITORING
Compliance Requirement – The LPA is responsible for program administration, including monitoring the use of the funds that are sub-allocated to the other participants in the RPO, to ensure that the funds are being used according to program guidelines.
Audit Objective – Determine activities used by the LPA to monitor use of the program funds.
Suggested Audit Procedures
1. Review any written procedures for periodic reporting of the use of the funds by agencies receiving the sub-allocation.
2. Determine if any funds were sub-allocated to non-governmental.  If any funding was provided to a nongovernmental, determine if the appropriate reports were made by that entity to NCDOT. 
North Carolina General Statute 143C-6-23 “Use of State Funds by Non-State Entities,” and North Carolina Administrative Code Chapter 9, Subchapter 03M “Uniform Administration of State Grants” addresses reporting requirements for non-governmental entities. 
These regulations along with reporting forms may be accessed at:
http://www.nctreasurer.com/LGC/compsup2009/state/DOT-17-2009.pdf


