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State Compliance Supplements

James Burke, Senior Accounting and Financial 
Management Advisor, Fiscal Management Section

January 19, 2023

State and Local Government Finance Division

Local Government Commission
• Established G.S. §159

• Staff of LGC:  Division of NC Dept. of State Treasurer – State and Local 
Government Finance Division

• G.S. §159 – Article 3, Local Government Budget and Fiscal Control Act (§159-7 to 
§159-42.1), 
Oversight of Local Governments and Public Authorities (1,100 units)
G.S. §159-34 – Annual Independent Audit, Rules and Regulations
Annual Audit required (GAAP)
LGC issues rules and regulations to improve audit quality, comparability of 

reporting
State Single Audit Implementation Act
State Compliance Supplements (G.S. §159-34(c), NCAC (09 NCAC 03M 

.0401)
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State and Local Government Finance Division

Unit Types that Report to LGC

• Municipalities • Airports • Managed Care Organizations/ 
Local Management Entities

• Counties • Council of 
Governments

• Water and Sewer Districts

• Board of Educations • District Health 
Authorities

• Public Housing Authorities

• Hospitals (Public) • Libraries • Tourism Development 
Authorities (TDA)

• Miscellaneous (Transportation Authorities, Soil and Water Districts, Jails)

State and Local Government Finance Division

Audits of local governments/public authorities and non-profit 
organizations (NPOs) in North Carolina:

• An audit consists of an audit performed under Generally Accepted Auditing 
Standards (GAAS) using auditing Standards issued by AICPA.

• Governmental Auditing Standards (GAGAS), “Yellow Book” audits,  performed 
under Standards issued by Governmental Accountability Office.

• A compliance audit of an entity’s major federal and/or State programs, which 
includes:

1. testing compliance with applicable compliance for each major program 
and 

2. gaining an understanding and testing internal controls over compliance 
requirements.
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State and Local Government Finance Division

What does the Compliance Supplement do?
• Primarily an auditor’s tool for auditing a Federal or State program

• Identifies program compliance requirements and audit procedures for 

testing those requirements

• Describes the Federal and State program’s objectives and procedures, 

and provides existing regulatory and statutory compliance requirements 

relevant to the audit, as well as audit objectives and suggested audit 

procedures for determining compliance with these requirements

• Not an all-inclusive document for auditing programs

• It does not create compliance requirements. 

State and Local Government Finance Division

Uniform Guidance‐Audit Requirements
COMPLIANCE REQUIREMENTS
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State and Local Government Finance Division

State 
Compliance 
Supplements

• Section A – US Office of Management and Budget 
(OMB) Compliance Supplement – April 2022 
(effective for audits ending after June 30, 2022)

Prepared by federal agencies:

• Section B – Supplements for Federal programs 
passed through the State (including State matching)

• Section C – Supplements for programs funded solely 
with State funds  

• Section D – Crosscutting Compliance Supplements

• Currently only DHHS, DPI, & DOT 

• Section E – Short Form Compliance Supplements

Prepared by State Agencies:

State and Local Government Finance Division

State Compliance Supplement - Section B 

• Section B:  Programs with Federal funding passed through a State Agency 
to a local government, public authority, or NPO.  Includes programs with 
State matching requirements.

• Format is similar to the OMB Compliance Supplement

• What needs to be communicated in the State Supplement:
Program objectives (are they the same at the local level as the State)?
Program procedures?
How much or what portions of the program requirements have passed 

to the local level?
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State and Local Government Finance Division

State Compliance Supplement - Section C 

• Section C:  State programs/projects with State funds

• Format is similar to the OMB Compliance Supplement

• State Agencies need to determine the Type of Compliance Requirements 
that apply at the local level and provide guidance on testing the programs 
in the Supplement:
What are the program objectives?
What are the program procedures?

• Important:  What is the funding source for the program?  
 If a local government or NPO receives funding for a State 

program/project, how can the auditor determine what State 
Compliance Supplement to use?

 State identifying Nos.? 

State and Local Government Finance Division

Section D (Crosscutting Supplements) and 
Section E (Short Form Supplements

• Section D: Crosscutting Supplements – identify compliance 
requirements that apply to several programs for a particular Agency 
or Division.

• Currently issued by DHHS (DSS and DMH), DOT, DPI

• Section E: Short Form Supplements – one page supplement that 
provides contacts, description of the program, and funding sources 
(Federal or State) for programs that do not require a long form 
supplement.  
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State and Local Government Finance Division

Section A:  OMB Federal 
Compliance Supplement

• Part 1 – Background and Purpose

• Part 2 – Matrix of Compliance 
Requirements 

• Part 3 – Compliance Requirements (apply 
to all federal programs with applicable 
types)

• Part 4 – Agency Program Requirements

• Part 5 – Cluster of Programs (other 
clusters)

• Part 6 – Internal Controls

• Part 7 – Guidance for Auditing Programs 
NOT Included in this Compliance 
Supplement (good resource on how to 
prepare a compliance supplement)

• Appendices (I to IX)

State and Local Government Finance Division

Local auditors testing federal or State programs
• For testing a major program with federal funding (including State match), 

auditor will use:
1. Section A (OMB Compliance Supplement)

• Part 2 to identify Types of Compliance Requirements that apply
• Part 3 for generic compliance requirement 
• Part 4 (if one exists) for specific compliance requirements
• Possibly Part 6 to test internal controls over compliance, unless the auditor uses 

another internal control framework
2. Section B – State supplement for a federal program
3. Possibly a crosscutting supplement, if one applies

• For testing a major program with State funding, auditors will use:
1. Section C – State supplement for a State program
2. Possibly a crosscutting supplement
3. Possibly Part 6
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State and Local Government Finance Division

OMB Federal Compliance Supplement - Appendices
• I – Federal Programs excluded from the Uniform Guidance (2 CFR Part 200)

• II – CFRs applicable to Federal Agencies

• III – Federal Agency Single Audit, Key Management Liaison, and Program 
Contacts

• IV – Internal Reference Tables

• V – List of Changes for the 2022 Compliance Supplement

• VI – Program-Specific Audit Guides

• VII – Other Audit Advisories 

• VIII – Examination of EBT Service Organizations

• IX – OMB Compliance Supplement Core Team

State and Local Government Finance Division

Appendix III
Federal Agency Single Audit, Key 
Management Liaison, and Program 
Contacts:

• Office of Inspector General Contacts 
for each State Agency (e-mails and 
phone numbers),

• Federal Agency Key Contacts (e-
mails)

• Federal Agency Program Contacts 
(e-mails and phone numbers) 
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State and Local Government Finance Division

Appendix IV
Internal Reference Tables

• Programs With “Higher Risk” 
Designation

• Federal Acts that have 
established new federal 
programs with COVID-19 relief

• Impact of “Higher Risk” Status 
on Major Program 
Determination

• Programs with “Other 
Information” in Part 4

State and Local Government Finance Division

Appendix V
List of Changes for the 2022 
Compliance Supplement

• State Agencies should review 
Appendix V in the 2023 
Compliance Supplement and, if 
necessary, modify 2023 State 
Compliance Supplements to 
incorporate changes to programs.

• This is in addition to reviewing the 
Type of Compliance 
Requirements reported in the 
2023 Compliance Supplements 
and incorporating any changes to 
the applicable Types.  
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State and Local Government Finance Division

Part 6 Internal 
Controls

Incorporates the Uniform Guidance on Internal 
Control (§200.303)

Incorporates the COSO and Green Book 
Concepts Relevant to Internal Control over 
Compliance

Component

 Control Environment (5 principles)

 Risk Assessment (4 principles)

 Control Activities (3 principles)

 Information and Communication (3 principles)

 Monitoring (2 principles)

Appendix 1 – Illustrative Entity – Wide Controls

Appendix 2 – Illustrative Specific Controls

State and Local Government Finance Division

Part 2 Matrix of 
Compliance 
Requirements

• Type of compliance requirements that 
apply are noted as “Y.”  

• Federal program is listed by 
Assistance Listing No. (ex. 14.228).  
Cluster of programs are listed together 
as one program.

• If a Type changed from prior year, it 
will be in bold and highlighted.

• State Agencies can add a Type, but 
cannot change a Type from “N” to “Y.”  
If an applicable Type is not passed to 
the local level, it should be noted as 
“Y” on the State 
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State and Local Government Finance Division

Part 3 –
Compliance 
Requirements

• Provide guidance to local auditors on testing 
Type of Compliance requirements that are 
applicable to potentially all federal programs 
if the Type is applicable.

• These types are generic in nature.

• Provides audit objective and suggested 
audit procedures.

• Provides guidance on testing internal 
control over compliance.

• Since Part 3 is applicable at the State level, 
and includes guidance not applicable at the 
local level, auditors need to use judgment 
on applying Part 3.   

State and Local Government Finance Division

Part 4 – Agency 
Program 
Requirements

• Provides guidance to local auditors on 
testing Type of Compliance requirements 
that are specific to a particular federal 
program.

• Provides audit objective and suggested 
audit procedures.

• Provides guidance on testing internal 
control over compliance.

• Since Part 4 is applicable at the State 
level, and includes guidance not 
applicable at the local level, auditors need 
to use judgment on applying Part 4.  

• State Agencies should provide guidance 
on what is and what is not applicable in 
Part 4 at the local level in the State 
Supplement.
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State and Local Government Finance Division

State Compliance Supplements:  Important Dates

The production schedule for this year's Supplement is as 
follows:

Supplements to be Written and Reviewed by 
Agency

August through February

Final Supplement Packages to LGC by March 1, 2023

Review for Format by LGC April 3, 2023

All Corrections received by LGC April 21, 2023

Posted on the LGC website by the LGC May 1, 2023

State and Local Government Finance Division

Single Audit Reporting and Compliance Supplement 
Resources

• At “treasurer.com,” select “State and Local Government Finance Division”

• Select:  “Access compliance supplements and related resources”

• Website:  “Single Audit Reporting and Compliance Supplement Resources”

• https://www.nctreasurer.com/divisions/state-and-local-government-finance/lgc/local-fiscal-
management/annual-audit/single-audit-reporting-and-compliance-supplement-resources

Discussion of Single Audit in North Carolina
o Summary of Single Audit in North Carolina

Single Audit Reporting – samples reports, schedules, SEFSAs
State Compliance Supplements
 NCDEQ, NCDHHS, NCDOT Reports
Compliance Supplement Preparation Resources 
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State and Local Government Finance Division

Compliance Supplement Preparation Resources 
• “Preparation Guide for the NC State Compliance Supplement for 2023”

Detailed instructions on completing a federal or State long-form or short form compliance 
supplement

Programs that were audited as major in fiscal years ending 2020-2021

• Templates of forms
Federal and State long form and short form templates
 Instructions
Certifications

• Type of Compliance Requirements – definitions

• State Agencies Cluster of Programs

• Guidance for Auditing Programs not included in the OMB Compliance Supplement (Part 7 of the 
OMB CS)

• Federal Agencies Key Contacts 2023

• Questions:  james.burke@nctreasurer.com, 919-814-4301 
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