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We have completed our Accounting System/I nternal Control Telephone Su rvey. 
This SUn'ey was conducted in order to obtain information to determine the 
adcqUllcy of the organization's accounting system, management controls, and 
policics and procedures designed to administer NEll gn\nt funds. The API ARTS 
& OUTREACH, Jnc . (API) received a grant for the project thai was awarded to the 
New York Foundation for the Arts (Foundation). The Foundation produces media 
I)"ojects and also receives gran ts for ot her media organizations that do not have 
Illtemai Revenue Service 501 (c) (3) sta tuses as a non-profit organization. 

The award to the Foundation ended 'app,ueo for IRS 501 (e) (3) 
statuses. Since APJ is a new co rporation and docs not have any history of 
accounting and managing federal funds, the OIG was requested to perform a 
Preaward Accounting and Management System survey to determine ir API has the 
staff and capabilities to receive the NEH grant. 
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Our review was limited to telephone discussions with you, a review of 
documentation responding to our request made via em ails. This included policies 
on handling costs, the most recent independent audit report, minutes of the Board 
meetings, and other information pel·taining to the organization's accounting system 
including the financial and administrative controls. 

Conclusion 

Based on the information provided to the Office of Inspector General, we find the 
accounting system, management controls, and administrative policies and 
procedures that have been or will be implemented by the API ARTS are adequate 
to manage and account for NEH grant funds, However, we would like to stress that 
the following conditions should be monitol'ed to ensure complete accountabiHty and 
compliance: 

1. Unallowable costs should be segregated in the accounting system and 
excluded in reports provided to NEH, 

2, Cost~sharing (non ~NEH funds) must be recorded in the general ledger, and 
must be adequately documented, 

3, Time and effort repOl'ts as explained in OMB Circular A~122, must account 
for'IOO percent ofa person's time and salary for any person engaged in 
more than one pl'oject 01' in a project and corporate administration. At this 
time an of the organizations activity is for the NEH project. Please inform 
the Endowment's Office ofCrant Management, Division of Public 
Programs, and the OIG if this Changes. 

]n addition, we have received w,'iUen assurance that the API ARTS will: 

1. Maintain supporting documentation in accordance with NEH 
and OMS regulations; 

2, Comply with all of the specific terms and conditions of the NEH award; 
3, Comply with the Cost Principles for Nonprofit Organization ofOMB 

Circular A-H2; 
4. Comply with the Uniform Administrative Requirements of OMB Circular 

A-I23. 
5. Comply with NEH General Grant Provision for Organization; and 
6. Comply with the audit requirement ofOMB Circular A-I33, if applicable, 
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The OIG audit staff will perform an incurred-cost a udit within the nex t six months. 
Please contact the appropriate NEH office - The Office of G rant Management, the 
Division of Public Programs or the DIG if you have any questions that you have 
while working on this grant project .. 

We grea tly appi-cciate the cooperation and assistance ex tended by you and your 
starr. 

Sincerely, 

Sheldon L. Bernstein 
) nspec tor Ge neral 

NfH--Opening Minds to Great Ideas 

CONFIDENT1ALITY NOTICE: This e-mail message, including any attachments, is 
for the so le use of the intended recipient's and may contain confidential, law 
enforcement sensitive, or proprietary information_ Any unauthorized review, use, 
disclosure or distribution is prohibited. I f yo u are not t.he intended rec ipient, 
immediately contact the sender by reply e-mail and des troy all copies of the original 
l11essllge. 


