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[bookmark: _Toc464479850]Important Information (please read)
This Boilerplate has been tailored for local governments and Not-For–Profits. It does not include all required references and testing for Institutes of Higher Learning or State organizations.

NOTE:  
· You must document, in your w/p’s,  your determination that this major program fell under Uniform Guidance requirements.  Language in the terms & conditions of a Federal award made prior to 12/26/14 stating that the award will be subject to regulations ‘as may be amended’ likely means the grant made prior to 12/26/14 follow UG – contact CFAE if you come across such language. AOS Staff see also the federal FAQs page for guidance in determining UG at http://portal/BP/Intranet/Webinar%20Supplemental%20Materials/Federal%20FAQ%27s.pdf .
· AOS wrote this FACCR for programs that pass through the Ohio Department of Education.
· You must document in your w/p’s how the determination was made that this major program fell under the, new Uniform Grants Guidance, as opposed to the old OMB Circulars (A-87 & A-102).
· See Part I Section IV Other Information for information if the entity has the Small Rural Schools Achievement (SRSA) Alternative Uses of Funds Program (CFDA #84.358A)
· Auditors should ascertain from the audited LEA whether the LEA is operating under ESEA flexibility or any other approved waivers.
· Information was obtained from the pass through agency, the Ohio Department of Education (Yolanda Mitchell-Garnes & Elena Sanders)

NAVIGATION PANE
This file has been arranged to be navigable.  Click on the view tab above and check the box that says “Navigation Pane” to bring up the headings.  Click on the various sections within the navigation pane to go directly to that section.

TABLE OF CONTENTS
The Table of Contents starts on page  .  On the table of contents page, users can also click on listed sections to go directly to that section. Please note that as information is added into the unrestricted portions of the FACCRs, page numbering can change and won’t necessarily reflect the footer page numbers.  The table of contents can be updated to reflect the proper footer page numbers by clicking on word “contents” directly above the line starting with Introduction, will bring up the icon “update table”.  Clicking on the update table icon will allow users to update the page numbers to reflect current footer page numbers.

UG vs Non- UG
This FACCR was written using UG requirements, however:
· Since this FACCR was written as a full UG FACCR, many of the suggested audit procedure steps, SAPs, have been modified and may no longer be the same step tested in 2015.  If auditors reuse preexisting testing documents, they should compare the FACCR Compliance SAP steps with steps within those testing files to make sure they are appropriate for the 2016 audit.  If you have determined that non-UG transactions require to be tested, please contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov with your request so we can evaluate which sections will be required.  
· Per the 2016 AICPA Government Auditing Standards & Single Audit Guide, paragraph 11.136  through 11.138 state that a separate sample for non-UG award transactions and post-UG award transactions within a major program would not typically be needed. However, if testing both UG and non-UG populations, auditors will need to determine if control testing is sufficient for both  UG and non-UG transactions and if additional control testing is necessary for UG specific requirements.
· 
2016 UG FACCR 84.367 Improving Teacher Quality				Page 61 of 128
[bookmark: _AGENCY_ADOPTION_OF][bookmark: _Toc464479851]AGENCY ADOPTION OF THE UG AND EXAMPLE CITATIONS
Federal awarding agencies adopted or implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  The Federal awarding agency implementation gives regulatory effect to 2 CFR part 200 for that agency’s Federal awards and, thereby, establishes requirements with which the non-Federal entity must comply when incorporated in the terms and conditions of the federal award.  The following code sections are where ED, HHS, USDA, DOT, EPA, DOL and HUD have adopted the Uniform Guidance in 2 CFR part 200.  For the complete list of agencies adopting 2 CFR 200, as of the date of the OMB supplement, see Appendix II .
In implementing the UG, agencies were able to make certain changes to the part 200.  Many adopted the UG with no changes; however some agencies did make changes to the UG by either adding specific requirements or editing/modifying the existing language within certain sections of the UG.  If an agency has made changes to the UG in their adoption of the requirements and those changes impact either the guidance or testing of any of the 12 compliance requirements, the FACCR will identify those agency adjustments/exceptions in the section titled “Agency Codification of Adjustment/Exceptions” which is right below each sections’ “Source of Governing Requirements”.
See below where each agency codified the UG, and a discussion on how to cite non-compliance and example citations.
[bookmark: _Toc464479852]2 CFR § 3474.1 ED Adoption of 2 CFR Part 200
Under the authority listed above, the Department of Education adopts the Office of Management and Budget (OMB) Guidance in 2 CFR part 200, except for 2 CFR 200.102(a) and 2 CFR 200.207(a). Thus, this part gives regulatory effect to the OMB guidance and supplements the guidance as needed for the Department. 
Since the Department of Education just gives regulatory effect to the UG, non-compliance citations would begin first with the section of code above and then the section of the UG for the non-compliance, see example 1 below.  If the agency was granted adjustments or exceptions and the non-compliance only impacts that adjusted section of code, use example 2 below as a guide to writing your citation. If the agency was granted adjustments and exceptions and the non-compliance impacts both the adjustment/exception and the UG use example 3 as a guide to writing your citation.
[bookmark: _Toc464479853]2 CFR § 300.1 HHS Adoption of 2 CFR Part 200.
Under the authority listed above, the Department of Health and Human Services adopts the Office of Management and Budget (OMB) Guidance in 2 CFR part 200, and has codified the text, with HHS specific amendments in 45 CFR part 75. Thus, this part gives regulatory effect to the OMB guidance and supplements the guidance as needed for the Department.
Since HHS codified the entire text of 2 CFR part 200 with adjustments and exceptions in 45 CFR part 75, non-compliance citations will only reference 45 CFR 75 for UG requirements.  If no adjustments or exceptions were identified, the language contained within 45 CFR 75 should generally mirror that of the 2 CFR 200 references included within the FACCR, however auditors will still need to check the specific code section to verify the consistency. 
[bookmark: _2CFR_§400.1_][bookmark: _Toc464479854]2 CFR § 400.1 USDA Adoption of 2 CFR Part 200
This part adopts the OMB guidance in subparts A through F of 2 CFR part 200, as supplemented by this part, as USDA policies and procedures for uniform administrative requirements, cost principles, and audit requirements for Federal awards. It thereby gives regulatory effect for the USDA to the OMB guidance, as supplemented by this part.
Since the USDA just gives regulatory effect to the UG, non-compliance citations would begin first with the section of code above and then the section of the UG for the non-compliance, see example 1 below.  If the agency was granted adjustments or exceptions and the non-compliance only impacts that adjusted section of code, use example 2 below as a guide to writing your citation. If the agency was granted adjustments and exceptions and the non-compliance impacts both the adjustment/exception and the UG use example 3 as a guide to writing your citation.
[bookmark: _Toc464479855]2 CFR § 1201.1 DOT Adoption of 2 CFR Part 200
Except as otherwise provided in this part, the Department of Transportation adopts the Office of Management and Budget Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (2 CFR part 200). This part supersedes and repeals the requirements of the Department of Transportation Common Rules (49 CFR part 18 and part 19). 
Since the Department of Transportation just gives regulatory effect to the UG, non-compliance citations would begin first with the section of code above and then the section of the UG for the non-compliance, see example 1 below.  If the agency was granted adjustments or exceptions and the non-compliance only impacts that adjusted section of code, use example 2 below as a guide to writing your citation. If the agency was granted adjustments and exceptions and the non-compliance impacts both the adjustment/exception and the UG use example 3 as a guide to writing your citation.
[bookmark: _Toc464479856]2 CFR § 1500.1 EPA Adoption of 2 CFR Part 200
This part satisfies the requirements of 2 CFR 200.110(a) and gives regulatory effect to the OMB guidance as supplemented by this part. EPA also has programmatic regulations located in 40 CFR Chapter 1 Subchapter B.
Since the EPA just gives regulatory effect to the UG, non-compliance citations would begin first with the section of code above and then the section of the UG for the non-compliance, see example 1 below.  If the agency was granted adjustments and exceptions and the non-compliance only impacts that adjusted section of code, us example 2 below as a guide to writing your citation. If the agency was granted adjustments and exceptions and the non-compliance impacts both the adjustment/exception and the UG use example 3 as a guide to writing your citation.
[bookmark: _Toc464479857]2 CFR § 2400.101 HUD Adoption of 2 CFR Part 200
Unless excepted under 24 CFR chapters I through IX, the Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, set forth in 2 CFR part 200, shall apply to Federal Awards made by the Department of Housing and Urban Development to non-Federal entities.
Since the Department of Housing and Urban Development just gives regulatory effect to the UG, non-compliance citations would begin first with the section of code above and then the section of the UG for the non-compliance, see example 1 below.  If the agency was granted adjustments or exceptions and the non-compliance only impacts that adjusted section of code, use example 2 below as a guide to writing your citation. If the agency was granted adjustments and exceptions and the non-compliance impacts both the adjustment/exception and the UG use example 3 as a guide to writing your citation.
[bookmark: _Toc464479858]2 CFR § 2900.4 DOL Adoption of 2 CFR Part 200
This part satisfies the requirements of 2 CFR 200.110(a) and gives regulatory effect to the OMB guidance as supplemented by this part. The DOL also has programmatic and administrative regulations located in 20 and 29 CFR.
Since the Department of Labor just gives regulatory effect to the UG, non-compliance citations would begin first with the section of code above and then the section of the UG for the non-compliance, see example 1 below.  If the agency was granted adjustments or exceptions and the non-compliance only impacts that adjusted section of code, use example 2 below as a guide to writing your citation. If the agency was granted adjustments and exceptions and the non-compliance impacts both the adjustment/exception and the UG use example 3 as a guide to writing your citation.
[bookmark: _Toc464479859]Example Citations:
Note these are just examples on how to initially word  citations for agencies that gave regulatory effect to the UG rather than adopting the full text of the UG within its own codification, such as HHS did in 45 CFR 75.  
1. Citation example for section of UG, where agency gave regulatory effect to the UG, has a non-compliance for the UG and there are no adjustments/exceptions to the section of code:  
2 CFR §1200.1 gives regulatory effect to the Department of Transportation for 2 CFR § 200.309 which states a non-Federal entity may charge to the Federal award only allowable costs incurred during the period of performance and any costs incurred before the Federal awarding agency or pass-through entity made the Federal award that were authorized by the Federal awarding agency or pass-through entity.  The County was awarded a Highway Planning and Construction grant for FFY 20xx+1 on 10/1/20xx, however they charged expenditures to the grant that were obligated prior to the award date which were not authorized by the awarding agency or pass through entity…
2. Citation example for non-compliance that impacts just an agency granted exception:  
2 CFR 2900.11 Department of Labor approval of the budget as awarded does not constitute prior approval of those items requiring prior approval, including those items the Federal awarding agency specifies as requiring prior approval.  2 CFR 200.438 Costs of entertainment, including amusement, diversion, and social activities and any associated costs are unallowable, except where specific costs that might otherwise be considered entertainment have a programmatic purpose and are authorized either in the approved budget for the Federal award or with prior written approval of the Federal awarding agency.  The county charged meal and entertainment costs at the Rich Banquet Hall for to the WIA Youth grant for an appreciation dinner for summer youth workers.  While this cost was included within the approved grant budget, the County did not obtain prior written approval from the awarding agency…
3. Citation example for section of UG, where agency gave regulatory effect to the UG, adjustments/exceptions were granted and non-compliance impacts both the UG and the exception granted:  
2 CFR §1500.1 gives regulatory effect, as supplemented, to the EPA for 2 CFR § 200.307(e) which states if the Federal awarding agency does not specify in its regulations or the terms and conditions of the Federal award, or give prior approval for how program income is to be used, paragraph (e)(1) of this section must apply.  Per 2 CFR §1500.7(b) the default use of program income for EPA awards is to be added to the Federal award by the Federal agency and the non-Federal entity. The program income must be used for the purposes and under the conditions of the Federal award.  The City failed to use program income for the purposes stated within the original federal award…
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[bookmark: _Toc438816432][bookmark: _Toc464479861]Introduction: Materiality by Compliance Requirement Matrix
	Planning Federal Materiality by Compliance Requirement
See Footnotes 1-6 below the matrix table for further explanation, in particular, review note 6 which discusses tailoring the matrix assessments

	 
	 
	 
	(1)
	(2)
	(6)
	(6)
	(3)
	(4)
	(5)
	(5)
	(6)

	Compliance Requirement
	Applicable per Compl.
Suppl.     
	Direct & material to program / entity
	Monetary or nonmonetary
	

If monetary, population subject to require.
	Inherent risk (IR) assess.
	Final control risk (CR) assess.
	Detection risk of noncompl.
	Overall audit risk of noncompl.
	Federal materiality by compl. requirement

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	(Yes or No)
	(Yes or No)
	(M/N)
	(Dollars)
	(High/Low)
	(High/Low)
	(High/Low)
	(High/Low)
	typically 5% of population subject to requirement

	A
	 
	Activities Allowed or Unallowed
	 Yes
	 
	M
	 
	 
	 
	 
	 
	 5%   

	B
	 
	Allowable Costs/Cost Principles
	 Yes
	 
	M
	 
	 
	 
	 
	 
	5%

	C
	 
	Cash Management
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	D
	 
	RESERVED
	
	
	
	
	
	
	
	
	

	E 
	 
	Eligibility
	 No
	 
	
	 
	 
	 
	 
	 
	

	F
	 
	Equipment & Real Property Mgmt
	 No
	 
	
	 
	 
	 
	 
	 
	

	G
	 
	Matching, Level of Effort, Earmark
	 Yes
	 
	M
	 
	 
	 
	 
	 
	5%

	H
	 
	Period of Availability (Performance)
	 Yes
	 
	M
	 
	 
	 
	 
	 
	5%

	I
	 
	Procurement & Sus. & Debarment
	 No
	 
	
	 
	 
	 
	 
	 
	

	J
	 
	Program Income
	 No
	 
	
	 
	 
	 
	 
	 
	

	K
	 
	RESERVED
	
	
	
	
	
	
	
	
	

	L
	 
	Reporting
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	M
	 
	Subrecipient Monitoring
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	N
	 
	Special Tests & Provisions – Participation of Private School Children
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	N
	 
	Special Tests & Provisions – Schoolwide Programs
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	N
	 
	Special Tests & Provisions – Assessment of Need
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%



(1)	Taken form Part 2, Matrix of Compliance Requirements, of the OMB Compliance Supplement (http://www.whitehouse.gov/omb/financial_fin_single_audit/ ).  When Part 2 of the Compliance Supplement indicates that a type of compliance requirement is not applicable, the remaining assessments for the compliance requirement are not applicable.
(2)	If the Supplement notes a compliance requirement as being applicable to the program in column (1), it still may not apply at a particular entity either because that entity does not have activity subject to that type of compliance requirement, or the activity could not have a material effect on a major program.  If the Compliance Supplement indicates that a type of compliance requirement is applicable and the auditor determines it also is direct and material to the program at the specific entity being audited, the auditor should answer this question “Yes,” and then complete the remainder of the line to document the various risk assessments, sample sizes, and references to testing.  Alternatively, if the auditor determines that a particular type of compliance requirement that normally would be applicable to a program (as per part 2 of the Compliance Supplement) is not direct and material to the program at the specific entity being audited, the auditor should answer this question “No.” Along with that response, the auditor should document the basis for the determination (for example, "per the Compliance Supplement, eligibility requirements only apply at the state level").
(3)	Refer to the 2016 AICPA Audit Guide, Government Auditing Standards and Single Audits, chapter 10, Compliance Auditing Applicable to Major Programs, for considerations relating to assessing inherent risk of noncompliance for each direct and material type of compliance requirement. The auditor is expected to document the inherent risk assessment for each direct and material compliance requirement.
(4)	Refer to the 2016 AICPA Audit Guide, Government Auditing Standards and Single Audits, chapter 9, Consideration of Internal Control Over Compliance for Major Programs, for considerations relating to assessing control risk of noncompliance for each direct and material types of compliance requirement. To determine the control risk assessment, the auditor is to document the five internal control components of the Committee of Sponsoring Organizations of the Treadway Commission (COSO) (that is, control environment, risk assessment, control activities, information and communication, and monitoring) for each direct and material type of compliance requirement. Keep in mind that the auditor is expected to perform procedures to obtain an understanding of internal control over compliance for federal programs that is sufficient to plan the audit to support a low assessed level of control risk. If internal control over compliance for a type of compliance requirement is likely to be ineffective in preventing or detecting noncompliance, then the auditor is not required to plan and perform tests of internal control over compliance. Rather, the auditor must assess control risk at maximum, determine whether additional compliance tests are required, and report a significant deficiency (or material weakness) as part of the audit findings.  The control risk assessment is based upon the auditor's understanding of controls, which would be documented outside of this template. Auditors may use the practice aid, Controls Overview Document, to support their control assessment.  The Controls Overview Document assists the auditor in documenting the elements of COSO, identifying key controls, testing of those controls, and concluding on control risk. The practice aid is available in either a checklist or narrative format. 
(5)	Audit risk of noncompliance is defined in Statement on Auditing Standards No. 117, Compliance Audits (AICPA, Professional Standards, vol. 1, AU-C 935), as the risk that the auditor expresses an inappropriate opinion on the entity's compliance when material noncompliance exists. Audit risk of noncompliance is a function of the risks of material noncompliance and detection risk of noncompliance.
(6)	CFAE included the typical monetary vs. nonmonetary determinations for each compliance requirement in this program.  However, auditors should tailor these assessments as appropriate based on the facts and circumstances of their entity’s operations. The 2016 AICPA  Single Audit  Guide 10.50 states the auditor's tests of compliance with compliance requirements may disclose instances of noncompliance. The Uniform Guidance refers to these instances of noncompliance, among other matters, as “ audit findings.” Such findings may be of a monetary nature and involve questioned costs or may be nonmonetary and not result in questioned costs.   AU-C 935.13 & .A7 require auditors to establish and document two materiality levels:  (1)  a materiality level for the program as a whole.  The column above documents quantitative materiality at the PROGRAM LEVEL for each major program; and (2) a second materiality level for the each of the applicable 12 compliance requirement listed in Appendix XI to Part 200.  
Note:  
a. If the compliance requirement is of a monetary nature, and  
b. The requirement applies to the total population of program expenditure,
Then the compliance materiality amount for the program also equals materiality for the requirement.  For example, the population for allowable costs and cost principles will usually equal the total Federal expenditures for the major program as a whole.  Conversely, the population for some monetary compliance requirements may be less than the total Federal expenditures.  Auditors must carefully determine the population subject to the compliance requirement to properly assess Federal materiality.  Auditors should also consider the qualitative aspects of materiality. For example, in some cases, noncompliance and internal control deficiencies that might otherwise be immaterial could be significant to the major program because they involve fraud, abuse, or illegal acts.  Auditors should document PROGRAM LEVEL materiality in the Record of Single Audit Risk (RSAR).  
(Source:  AOS CFAE)

INTRODUCTION

Performing Tests to Evaluate the Effectiveness of Controls throughout this FACCR
Auditors should consider the following when evaluating, documenting, and testing the effectiveness of controls throughout this FACCR:
As noted in paragraph 9.08, the Uniform Guidance provides that the auditors must perform tests of internal controls over compliance as planned. (Paragraphs 9.32-9.34 of the 2016 AICPA Government Auditing Standards and Single Audit Guide discuss an exception related to ineffective internal control over compliance.) In addition, AU-C 330.08 states the auditor should design and perform tests of controls to obtain sufficient appropriate audit evidence about the operating effectiveness of relevant controls.  Further AU-C 330.09 states in designing and performing tests of controls, the auditor should obtain more persuasive audit evidence the greater the reliance the auditor places on the effectiveness of a control.   Testing of the operating effectiveness of controls ordinarily includes procedures such as (a) inquiries of appropriate entity personnel, including grant and contract managers; (b) the inspection of documents, reports, or electronic files indicating performance of the control; (c) the observation of the application of the specific controls; and (d) reperformance of the application of the control by the auditor. The auditor should perform such procedures regardless of whether he or she would otherwise choose to obtain evidence to support an assessment of control risk below the maximum level.
Paragraph .A24 of AU-C section 330 provides guidance related to the testing of controls. When responding to the risk assessment, the auditor may design a test of controls to be performed concurrently with a test of details on the same transactions.  Although the purpose of a test of controls is different from the purpose of a test of details, both may be accomplished concurrently by performing a test of controls and a test of details on the same transaction (a dual-purpose test). For example, the auditor may examine an invoice to determine whether it has been approved and whether it provides substantive evidence of a transaction. A dual purpose test is designed and evaluated by considering each purpose of the test separately. Also, when performing the tests, the auditor should consider how the outcome of the test of controls may affect the auditor's determination about the extent of substantive procedures to be performed.  See chapter 11 of this guide for a discussion of the use of dual purpose samples in a compliance audit. (Source: Paragraphs 9.36 and 19.38 of the 2016 AICPA Government Auditing Standards and Single Audit Guide)
Improper Payments
Under OMB guidance, Public Law (Pub. L.) No. 107-300, the Improper Payments Information Act of 2002, as amended by Pub. L. No. 111-204, the Improper Payments Elimination and Recovery Act, Executive Order 13520 on reducing improper payments, and the June 18, 2010 Presidential memorandum to enhance payment accuracy, Federal agencies are required to take actions to prevent improper payments, review Federal awards for such payments, and, as applicable, reclaim improper payments.  Improper payment include the following:
1.	Any payment that should not have been made or that was made in an incorrect amount under statutory, contractual, administrative, or other legally applicable requirements, such as overpayments or underpayments made to eligible recipients resulting from inappropriate denials of payment or service, any payment that does not account for credit for applicable discounts, payments that are for the incorrect amount, and duplicate payments.  
2. Any payment that was made to an ineligible recipient or for an ineligible good or service, or payments for goods or services not received (except for such payments where authorized by statute).
3. Any payment that an agency’s review is unable to discern whether a payment was proper as a result of insufficient or lack of documentation.
Auditors must be alert to improper payments, particularly when testing the following parts of section III. - A, “Activities Allowed or Unallowed;” B, “Allowable Costs/Cost Principles;” E, “Eligibility;” and, in some cases, N, “Special Tests and Provisions.”



[bookmark: _Toc442267683][bookmark: _Toc464479862]PART I - OMB COMPLIANCE SUPPLEMENT INFORMATION
[bookmark: _Toc464479863]I. Program Objectives
US Department of Education Program Specific Information: 
The objective of the Improving Teacher Quality State Grants program in Title II, Part A of the Elementary and Secondary Education Act (ESEA) of 1965, as amended by the No Child Left Behind Act of 2001 (NCLB) (Pub. L. No. 107-110), is to provide funds to State educational agencies (SEAs), local educational agencies (LEAs), State agencies for higher education (SAHEs), and partnerships comprised of institutions of higher education (IHEs), high-need LEAs and other entities to increase the academic achievement of all students by helping schools and school districts to (1) improve teacher and principal quality (including hiring teachers to reduce class size) and (2) ensure that all teachers are highly qualified.
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
[bookmark: _Toc464479864]II. Program Procedures
US Department of Education Cross Cutting Information: 
Plans for ESEA Programs
An SEA must either develop and submit separate, program-specific individual State plans to ED for approval as provided in individual program requirements outlined in the ESEA or submit, in accordance with Section 9302 of the ESEA, a consolidated plan to ED for approval.  Consolidated plans will provide a general description of the activities to be carried out with ESEA funds.  Subgrants to LEAs and other eligible entities and amounts to be used for State activities are often set by law for ESEA programs.  However, SEAs have discretion in using funds available for State activities.
LEAs also have the choice in many cases of submitting individual program plans or a consolidated plan to the SEA to receive program funds.  SEAs with approved consolidated State plans may require LEAs to submit consolidated plans.
Unique Features of ESEA Programs That May Affect the Conduct of the Audit
Consolidation of administrative funds (In addition to the compliance requirement in III.A.1, “Activities Allowed or Unallowed,” see IV, “Other Information.”)
SEAs and LEAs (with SEA approval) may consolidate Federal funds received for administration under many ESEA programs, thus eliminating the need to account for these funds on a program- by-program basis.  The amount from each applicable program set aside for State consolidation may not be more than the percentage, if any, authorized for State administration under that program.  The amount set aside under each covered program for local consolidation may not be more than the percentage, if any, authorized for local administration under that program.  Expenditures using consolidated administrative funds may be charged to the programs on a first in/first out method, in proportion to the funds provided by each program, or another reasonable manner.  
Schoolwide Programs (In addition to the compliance requirement in III.A.2, Activities Allowed or Unallowed,” see IV, “Other Information.”)
Eligible schools are able to use their Title I, Part A funds, in combination with other Federal, State, and local funds, in order to upgrade the entire educational program of the school and to raise academic achievement for all students.  Except for some of the specific requirements of the Title I, Part A program, Federal funds that a school consolidates in a schoolwide program are not subject to most of the statutory or regulatory requirements of the programs providing the funds as long as the schoolwide program meets the intent and purpose of those programs.  The Title I, Part A requirements that apply to schoolwide programs are identified in the Title I, Part A program-specific section.  If a school does not consolidate Federal funds with State and local funds in its schoolwide program, the school has flexibility with respect to its use of Title I, Part A funds, consistent with Section 1114 of ESEA (20 USC 6314), but it must comply with all statutory and regulatory requirements of the other Federal funds it uses in its schoolwide program.
Transferability (In addition to the compliance requirement in III.A.3, “Activities Allowed or Unallowed,” see III.G.3.b, “Matching, Level of Effort, Earmarking – Earmarking,” and IV, “Other Information.”)
SEAs and LEAs (with some limitations) may transfer funds from one or more applicable programs to one or more other applicable programs, or to Title I, Part A.  Transferred funds are subject to all of the requirements, set-asides, and limitations of the programs into which they are transferred, except as modified under ESEA flexibility.
Small Rural Schools Achievement Alternative Use of Funds (In addition to the compliance requirement in III.A.4, “Activities Allowed or Unallowed,” see IV, “Other Information.”)
Eligible LEAs may, after notifying the SEA, spend all or part of the funds they receive under four applicable programs for local activities authorized under one or more of seven applicable programs.   
General and Program-Specific Cross-Cutting Requirements
The requirements in this cross-cutting section can be classified as either general or program- specific.  General cross-cutting requirements are those that are the same for all applicable programs but are implemented on an entity-level.  These requirements need only be tested once to cover all applicable major programs.  The general cross-cutting requirements that the auditor only need test once to cover all applicable major programs are:  III.G.2.1, “Level of Effort- Maintenance of Effort;” III.L.3, “Special Reporting;” and, III.N, “Special Tests and Provisions” (III.N.2, “Schoolwide Programs;” and III.N.3, “Comparability”).  Program-specific cross-cutting requirements are the same for all applicable programs, but are implemented at the individual program level.  These types of requirements need to be tested separately for each applicable major program.  The compliance requirement in III.N.1, “Participation of Private School Children,” may be tested on a general or program-specific basis.
In recent years, the Office of Inspector General in ED has investigated a number of significant criminal cases related to the risk of misuse of Federal funds and the lack of accountability of Federal funds in public charter schools.  Auditors should be aware that, unless an applicable program statute provides otherwise, public charter schools and charter school LEAs are subject to the requirements in this cross-cutting section to the same extent as other public schools and 
LEAs.  Auditors also should note that, depending upon State law, a public charter school may be its own LEA or a school that is part of a traditional LEA. 
Program procedures for non-ESEA programs covered by this cross-cutting section and additional information on program procedures for the ESEA programs are set forth in the individual program sections of this Supplement.
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education Cross-Cutting Section)
US Department of Education Program Specific Information: 
Improving Teacher Quality State Grant funds are obtained by a State on the basis of the Department of Education’s (ED) approval of either (1) an individual State plan as provided in Section 2112 of the ESEA (20 USC 2112) or (2) a consolidated application that includes the program, in accordance with Section 9302 of the ESEA (20 USC 7842).  Separate grants are provided to SEAs and SAHEs.
Equitable Service
After timely and meaningful consultation with appropriate private school officials, LEAs must provide services to teachers and other appropriate staff in private schools that are equitable to the level of services provided to teachers and appropriate staff in the public schools the LEA administers. For more information about what constitutes equitable services for private school staff, and when their participation is equitable, see Section G of Non-Regulatory Guidance: Improving Teacher Quality State Grants ESEA Title II, Part A, which is available at http://www2.ed.gov/programs/teacherqual/guidance.pdf .
ESEA Flexibility
ED offered each SEA the opportunity to request flexibility on behalf of itself, its LEAs, and its schools regarding waivers of specific ESEA requirements in exchange for a comprehensive State-developed plan to improve educational outcomes for all students, close achievement gaps, increase equity, and improve the quality of instruction.  Among the waivers that are part of this initiative, known as ESEA flexibility, are certain requirements in Section 2141 of the ESEA (20 USC 6641) (see paragraph 8 on page 2 of ESEA Flexibility (June 7, 2012)).
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
[bookmark: _Toc464479865]III. Source of Governing Requirements
US Department of Education Program Specific Information: 
This program is authorized by Title II, Part A, Subparts 1-3 of the ESEA as amended by the NCLB (Pub. L. No. 107-110) (20 USC 2111 – 2134).  The program purpose and definitions in Title II, Part A of the ESEA, Sections 2101 and 2102 (20 USC 6601 and 6602), and the accountability provisions in Title II, Part A, Subpart 4, Section 2141 (20 USC 6641) also apply to this program.
While there are no program regulations, general ESEA requirements in 34 CFR part 299 apply. Rules governing the amount of funds available to both the SEA and to the SAHE for the costs of administration and planning were announced in a notice published in the Federal Register on May 22, 2002 (67 FR 35967, 35977).
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
[bookmark: _Toc464479866]IV. Other Information
US Department of Education Cross Cutting Information: 
Availability of Other Program Information
The ESEA, as reauthorized by the NCLB, is available with a hypertext index at http://www.ed.gov/policy/elsec/leg/esea02/index.html. 
An ED Federal Register notice, dated July 2, 2004 (69 FR 40360-40365), indicating which Federal programs may be consolidated in a schoolwide program is available at http://www.gpo.gov/fdsys/pkg/FR-2004-07-02/pdf/04-15121.pdf .
A number of documents contain guidance applicable to the cross-cutting requirements in this Supplement.  They include:
a.	Guidance on the Transferability Authority (June 8, 2004) (http://www.ed.gov/programs/transferability/finalsummary04.doc) 
b.	Guidance on the Rural Education Achievement Program (REAP) (June 2003) (http://www.ed.gov/policy/elsec/guid/reap03guidance.doc) 
c.	State Educational Agency Procedures for Adjusting Basic, Concentration, Targeted, and Education Finance Incentive Grant Allocations Determined by the U.S. Department of Education (May 23, 2003) (http://www.ed.gov/programs/titleiparta/seaguidanceforadjustingallocations.doc) 
d.	How Does a State or Local Educational Agency Allocate Funds to Charter Schools that Are Opening for the First Time or Significantly Expanding Their Enrollment? (December 2000) (http://www.ed.gov/policy/elsec/guid/cschools/cguidedec2000.doc). 
e.	Applying the Title I and School Improvement Hold-Harmless Requirements when Allocating Funds to Newly Opening and Significantly Expanding Charter School LEAs (September 23, 2013) (http://www2.ed.gov/programs/titleiparta/legislation.html#policy) 
f.	Title I Services to Eligible Private School Children (October 17, 2003) (http://www.ed.gov/programs/titleiparta/psguidance.doc) 
g.	Title IX, Part E Uniform Provisions Subpart 1—Private Schools: Equitable Services to Eligible Private School Students, Teachers, and Other Educational Personnel (March 2009) (http://www.ed.gov/policy/elsec/guid/equitableserguidance.doc) 
h.	Serving Preschool Children Through Title I, Part A of the Elementary and Secondary Education Act of 1965, as Amended (April 16, 2012) (http://www2.ed.gov/policy/elsec/guid/preschoolguidance2012.pdf) 
i.	Title I Fiscal Issues:  Maintenance of Effort; Comparability; Supplement, not Supplant; Carryover; Consolidating Funds in Schoolwide Programs; and Grantback Requirements (February 2008) (http://www.ed.gov/programs/titleiparta/fiscalguid.doc) 
j.	Designing Schoolwide Programs (March 2006) (http://www.ed.gov/policy/elsec/guid/designingswpguid.doc) 
k.	ESEA Title I Schoolwide Guidance, Non-Regulatory Guidance (July 2015) (http://www2.ed.gov/policy/elsec/guid/eseatitleiswguidance.pdf) 
l.	ESEA Flexibility (June 7, 2012) (http://www.ed.gov/sites/default/files/esea-flexibility-acc.doc) 
m.	ESEA Flexibility Frequently Asked Questions (August 3, 2012) (http://www2.ed.gov/policy/eseaflex/esea-flexibility-faqs.doc) 
n.	ESEA Flexibility Addendum to Frequently Asked Questions (March 5, 2013) (http://www2.ed.gov/policy/eseaflex/faqaddendum.doc) 
o.	Letter to Chief State School Officers on Granting Administrative Flexibility for Better Measures of Success (September 7, 2012) (http://www2.ed.gov/policy/fund/guid/gposbul/time-and-effort-reporting.html?exp=3). 
p.	Letter and Enclosure on Flexibility in Schoolwide Programs (September 13, 2013) (http://www2.ed.gov/programs/titleiparta/flexswp091313.pdf) 
q.	Non-Regulatory Guidance on Title I, Part A Waivers (July 2009) (http://www.ed.gov/programs/titleiparta/title-i-waiver.doc) 
r.	Guidance on School Improvement Grants Under Section 1003(g) of the Elementary and Secondary Education Act of 1965 (Revised June 29, 2010) (http://www2.ed.gov/programs/sif/sigguidance05242010.pdf) 
s.	Guidance on Fiscal Year 2010 School Improvement Grants Under Section 1003(g) of the Elementary and Secondary Education Act of 1965 (March 1, 2012) (http://www2.ed.gov/programs/sif/sigguidance03012012.doc).
Consolidation of Administrative Funds (LEAs)
ESEA programs in this Supplement to which this section applies are:  Title I, Part A (84.010); MEP (84.011); CSP (84.282); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366) (at the LEA level only); Title II, Part A (84.367); and SIG (84.377).
State and local administrative funds that are consolidated (as described in III.A.1, “Activities Allowed or Unallowed – Consolidation of Administrative Funds (SEAs and LEAs”)) should be included in the audit universe and the total expenditures of the programs from which they originated for purposes of (1) determining Type A programs, and (2) completing the Schedule of Expenditures of Federal Awards (SEFA).  A footnote showing, by program, amounts of administrative funds consolidated is encouraged. 
Schoolwide Programs (LEAs)
ESEA programs in this Supplement to which this section applies are:  Title I, Part A (84.010); MEP (84.011); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366); Title II, Part A (84.367); and SIG (84.377).
This section also applies to IDEA (84.027 and 84.173) and CTE (84.048).
Since schoolwide programs are not separate Federal programs, as defined in 2 CFR section 200.42, expenditures of Federal funds consolidated in schoolwide programs should be included in the audit universe and the total expenditures of the programs from which they originated for purposes of (1) determining Type A programs and (2) completing the SEFA.  A footnote showing, by program, amounts consolidated in schoolwide programs is encouraged.
Transferability (SEAs and LEAs)
ESEA programs in this Supplement to which this section applies are:  21st CCLC (84.287) and Title II, Part A (84.367).
Expenditures of funds transferred from one program to another (as described in III.A.3, “Activities Allowed or Unallowed – Transferability (SEAs and LEAs)”) should be included in the audit universe and total expenditures of the receiving program for purposes of (1) determining Type A programs, and (2) completing the SEFA.  A footnote showing amounts transferred between programs is encouraged.
Prima Facie Case Requirement for Audit Findings
Section 452(a)(2) of the General Education Provisions Act (20 USC 1234a(a)(2)) requires that ED officials establish a prima facie case when they seek recoveries of unallowable costs charged to ED programs.  When the preliminary ED decision to seek recovery is based on an audit under 2 CFR part 200, subpart F, upon request, auditors will need to provide ED program officials audit documentation.  For this purpose, audit documentation (part of which is the auditor’s working papers) includes information the auditor is required to report and document that is not already included in the reporting package.
The requirement to establish a prima facie case for the recovery of funds applies to all programs administered by ED, with the exception of Impact Aid (CFDA 84.041) and programs under the Higher Education Act, i.e., the Family Federal Education Loan Program (CFDA 84.032) and the other ED programs covered in the Student Financial Assistance Cluster in Part 5 of the Supplement.
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education Cross-Cutting Section)
US Department of Education Program Specific Information: 
a.	Improving Teacher Quality State Grants – Non-Regulatory Guidance (October 5, 2006) (http://www.ed.gov/programs/teacherqual/guidance.doc)
b.	ESEA Flexibility (June 7, 2012) (http://www.ed.gov/sites/default/files/esea-flexibility-acc.doc)
c.	ESEA Flexibility Frequently Asked Questions (August 3, 2012) (http://www2.ed.gov/policy/eseaflex/esea-flexibility-faqs.doc)
Funds under the Small Rural Schools Achievement (SRSA) Alternative Uses of Funds Program (CFDA 84.358A) may be used for activities allowed under other programs, including this program (CFDA 84.367).  Expenditures under CFDA 84.367 from funds awarded for the SRSA Alternative Uses of Funds Program should be included in the audit universe and total expenditures of CFDA 84.358A (i.e., from the program from which they originated) for purposes of (1) determining Type A programs, and (2) completing the Schedule of Expenditures of Federal Awards (SEFA).
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
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State of Ohio
Application Access
The Ohio Department of Education (ODE) administers a number of federal programs under which subawards are made to Local Educational Agencies (LEAs). ODE uses a Consolidated Application (CA), known as the Comprehensive Continuous Improvement Plan (CCIP), for several of these programs. The CA is an online form completed by the LEA and constitutes the LEA’s application for various federal programs (certain federal programs administered by ODE are not awarded through the consolidated application).
Following is a summary of the CA contents and related access. This summary is only intended to give auditors sufficient information to get started and to provide a general understanding of available information. For answers to more specific questions, auditors should inquire of appropriate LEA or ODE personnel and review the various documents available in the document library discussed below.
Some of the information included in the CA includes:
· An application status history log
· A summary of federal allocations by federal program (including carryover and transfer information)
· Individual program applications including:
· Program specific schedules and worksheets (For example: supporting school-wide building eligibility, or documenting nonpublic school participation information)
· Program budget
· Program improvement plan goals and strategies (application narrative)
· Additional program schedules (usually identifying which allowable activities are being proposed)
· Assurances
Each LEA’s consolidated application is available on ODE’s website under the Comprehensive Continuous Improvement Planning section (CCIP). The specific location is currently: https://ccip.ode.state.oh.us/default.aspx.  This section allows the general public to review CAs for individual LEAs (“Search Organizations” option). The section also includes a document library (accessible through a link on the left side of the page) with access to program specific guidance and CCIP/CA general information and instructions.
Select a specific LEA from the “Search Organization’s” option. Once you select a LEA, you can:
· Obtain the entire CA by selecting the funding function to the left of the page and then selecting (Funding Application) from the drop down. From there you can select the year and application you wish to view. You can download the entire CA, or portions, by using the various “print” options on the screen. Selecting a print option results in the creation of a PDF format document.
· Project Cash Requests (PCR) by selecting the funding function and then the “PCRs” option from the drop down. You can then select the desired federal program which will result in a list of PCRs for that program and their status. Select the desired PCR to view it.
· On the PCR Form, some fields are populated by ODE or by programmed calculations within the form.  The LEA can only 1) enter total cash basis expenditures, 2) alter the advance amount requested, 3) provide a justification of need explanation for any amount requested or if more than 105% cash balance is on hand at the local entity, and 4) enter a fiscal information as of date and assign a special cost center to track funds in their account system. For detailed PCR instructions they can be found at the following link. 
· Final Expenditure Reports are available online on the funding application’s section page of ODE’s website.
Note: As the grant application, budget, project cash requests, and final expenditure reports are readily available online, it is anticipated that LEAs may not have paper copies of certain documents. The online documents will be sufficient for audit purposes.
While we acknowledge ARRA funding is no longer available, there may still be instances of ARRA expenditures still being processed by some entities. There is a separate CCIP “ARRA” application for ARRA funding. ARRA funds will be coded, reported and tracked separately from non-ARRA federal funds within the CCIP and in the LEA USAS, etc. system. The ARRA Application includes a Purchase Services details page for specific programs. ARRA expenditures are subject to higher levels of reporting and review. Recipients of these funds need to maintain and report accurate, complete and reliable documentation of all ARRA expenditures.
Additional Grants Management Guidance and Forms: (Source:  http://education.ohio.gov/Topics/Finance-and-Funding/Grants/Grants-Management-Online-Forms ) 
(Source:  Ohio Department of Education Office of Federal and State Grants Management)
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Consolidation of Administrative Funds and Coordination Services Projects
The Ohio Department of Education has not implemented consolidation of administrative funds or the coordination services projects for its ESEA programs. Consolidation is not prohibited by ODE however, the CCIP is not setup for the consolidation of administrative funds and services. 
(Source: Ohio Department of Education Division of Federal Programs) 
Transferability 
Expenditures of funds transferred from one program to another (as described in III.A.3, “Activities Allowed or Unallowed – Transferability (SEAs and LEAs)”) should be included in the audit universe and total expenditures of the receiving program for purposes of (1) determining Type A programs, and (2) completing the SEFA.  A footnote showing amounts transferred between programs is encouraged by OMB and has been requested by ODE.
Auditors should ascertain from the audited SEAs and LEAs whether the SEA or the LEA or its schools are operating under ESEA flexibility or any other approved waivers.
Transfers between federal program funds that are covered by ESEA flexibility for federal purposes are allowable. Federal law takes precedence over State Laws and no Ohio Revised Code citations should be issued. 
(Source: CFAE )
ESEA Flexibility Waivers
Any requested waivers would be reviewed/approved by the ODE waiver committee.
Schoolwide
Note:  If the population of a school that operates a schoolwide program drops below the required eligibility threshold in any subsequent year, the school may continue to operate as a schoolwide program (as long as it maintains Title I eligibility).  
(Source:  http://www.ed.gov/policy/elsec/guid/designingswpguid.doc - page 32, question #1)
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Reporting in the Schedule of Expenditures of Federal Awards
The auditee must prepare a schedule of expenditures of Federal awards for the period covered by their financial statements, which must include the total Federal awards expended as determined in accordance with 2 CFR § 200.502. 
While not required, the auditee may choose to provide information requested by Federal awarding agencies and pass-through entities to make the schedule easier to use. For example, when a Federal program has multiple Federal award years, the auditee may list the amount of Federal awards expended for each Federal award year separately. 
At a minimum, the schedule must:
List individual Federal programs by Federal agency. For a cluster of programs, provide the cluster name, list individual Federal programs within the cluster of programs, and provide the applicable Federal agency name. For R&D, total Federal awards expended must be shown either by individual Federal award or by Federal agency and major subdivision within the Federal agency. For example, the National Institutes of Health is a major subdivision in the Department of Health and Human Services.
For Federal awards received as a subrecipient, the name of the pass-through entity and identifying number assigned by the pass-through entity must be included. However, ODE informed us OAKS is not currently assigning pass-through numbers.  Because ODE may reinstate pass-through numbers in the future, we suggest districts continue to create special cost centers within their funds to separately summarize amounts for each fiscal year.
Provide total Federal awards expended for each individual Federal program and the CFDA 8number or other identifying number when the CFDA information is not available. For a cluster of programs also provide the total for the cluster.
Include the total amount provided to subrecipients from each Federal program.
For loan or loan guarantee programs described in §200.502 Basis for determining Federal awards expended, paragraph (b), identify in the notes to the schedule the balances outstanding at the end of the audit period. This is in addition to including the total Federal awards expended for loan or loan guarantee programs in the schedule.
Include notes that describe that significant accounting policies used in preparing the schedule, and note whether or not the auditee elected to use the 10% de minimis cost rate as covered in 2 CFR § 200.414 Indirect (F&A) costs.
NOTE:  Legacy cash reports are available to schools and their auditors to aid in preparation of the SEFA.  A cross walk of Web‐GAAP alternatives is located within the Web‐GAAP wiki, which can be accessed using the following link: http://gaapwiki.oecn.k12.oh.us/images/1/19/4502Web‐GAAPAlternatives.pdf .  A link to the entire Web‐GAAP wiki is provided on our intranet page under the auditor resources tab. Keep in mind that district use of Web‐GAAP is not mandatory and some districts may not utilize these reports.  Any SEFA format is acceptable so long as it complies with the requirements above and those of 2 CFR 200.510(b).
Footnote to the Federal Schedule
See example schedule at http://www.ohioauditor.gov/references/practiceaids.html “Notes to the Schedule of Expenditures of Federal Awards Uniform Guidance”
· If Federal Funds care carried over to the next program year see Note I – Transfers Between Program Years.
· If Federal Funds are transferred between Federal Programs see Note J – Transfers Between Federal Programs
(Source: CFAE)
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[bookmark: _Toc442267686][bookmark: _Toc464479872]A.  ACTIVITIES ALLOWED OR UNALLOWED
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.  
[bookmark: _Toc442267687][bookmark: _Toc464479873]OMB Compliance Requirements
Important Note:  For a cost to be allowable, it must (1) be for a purpose the specific award permits and (2) fall within 2 CFR 200 subpart E Cost Principles.  These two criteria are roughly analogous to classifying a cost by both program/function and object.  That is, the grant award generally prescribes the allowable program/function while 2 CFR 200 subpart E prescribes allowable object cost categories and restrictions that may apply to certain object codes of expenditures.
For example, could a government use an imaginary Homeland Security grant to pay OP&F pension costs for its police force?  To determine this, the client (and we) would look to the grant agreement to see if police activities (security of persons and property function cost classification) met the program objectives.  Then, the auditor would look to Subpart E (provisions for selected items of cost § 200.420-200.475) to determine if pension costs (an object cost classification) are permissible.  (200.431(g) states they are allowable, with certain provisions, so we would need to determine if the auditee met the provisions.)  Both the client and we should look at 2 CFR 200 subpart E even if the grant agreement includes a budget by object code approved by the grantor agency.  Also keep in mind that granting agencies have codified 2 CFR 200 and some agencies have been granted exceptions to provisions within 2 CFR 200.
(Source:  AOS CFAE)
The specific requirements for activities allowed or unallowed are unique to each Federal program and are found in the Federal statutes, regulations, and the terms and conditions of the Federal award pertaining to the program.  For programs listed in this Supplement, the specific requirements of the governing statutes and regulations are included in Part 4, “Agency Program Requirements” or Part 5, “Clusters of Programs,” as applicable.  This type of compliance requirement specifies the activities that can or cannot be funded under a specific program.  
Source of Governing Requirements
The requirements for activities allowed or unallowed are contained in program legislation, Federal awarding agency regulations, and the terms and conditions of the award.
(Source: 2016 OMB Supplement 3.2)
Agency Codification Adjustments/Exceptions:
· ED in 2 CFR 3474.5 may allow exceptions for classes of Federal awards or non-federal entities subject to the requirements of 2 CFR Part 200, however those will only be permitted in unusual circumstances and will only be published on the OMB website at www.whitehouse.gov/omb .  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.   However this list is only updated through 12/2014.  AOS auditors will need to reference our internal AOS evaluation process at the following link.
Part 4 OMB Program Specific Requirements
US Department of Education Cross Cutting Information: 
1. Consolidation of Administrative Funds (SEAs/LEAs)
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); CSP (84.282); 21st CCLC (84.287); ; Title III, Part A (84.365); MSP (84.366) (at the LEA level only); Title II, Part A (84.367); and SIG (84.377).
An SEA may consolidate the amounts specifically made available to it for State administration under one or moe ESEA programs (and such other programs as the ED Secretary may designate) if the SEA can demonstrate that the majority of its resources are derived from non-Federal sources.  An SEA must use consolidated administrative funds for authorized administrative activities of one or more of the consolidated programs.  It may also use such funds for administrative activities designed to enhance the effective and coordinated use of funds under one or more of the programs included in the consolidation, such as coordination of ESEA programs with other Federal and non-Federal programs; the establishment and operation of peer review mechanisms; the dissemination of information regarding model programs and practices; and technical assistance (Section 9201 of ESEA (20 USC 7821)).
An LEA may, with the approval of its SEA, consolidate and use for the administration of one or more ESEA programs not more than the percentage, established in each program, of the total available under those programs.  An LEA may use consolidated funds for the administration of the consolidated programs and for uses at the school district and school levels comparable to those authorized for the SEA.  An LEA that consolidates administrative funds may not use any other funds under the programs included in the consolidation for administration (Section 9203 of ESEA (20 USC 7823)).
An SEA or LEA that consolidates administrative funds is not required to keep separate records of administrative costs for each individual program. Expenditures of consolidated administrative funds are allowable if they are for administrative costs that are allowable under any of the contributing programs (Sections 9201(c) and 9203(e) of ESEA (20 USC 7821(c) and 7823(e))).
See III.N.2.c, “Special Tests and Provisions – Schoolwide Programs,” in this cross-cutting section for discussion of provisions relating to allowable activities for Schoolwide Programs.
See IV, “Other Information,” for guidance on the treatment of consolidated administrative funds for purposes of Type A program determination and presentation in the Schedule of Expenditures of Federal Awards (SEFA).
2. Schoolwide Programs (LEAs)
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366); Title II, Part A (84.367); and SIG (84.377).
This section also applies to IDEA (84.027 and 84.173) and CTE (84.048).
An eligible school participating under Title I, Part A may, in consultation with its LEA, use its Title I, Part A funds, along with funds provided from the above- identified programs, to upgrade the school’s entire educational program in a schoolwide program.  See III.N.2, “Special Tests and Provisions – Schoolwide Programs,” in this cross-cutting section for testing related to schoolwide programs (Section 1114 of ESEA (20 USC 6314)).
See IV, “Other Information,” for guidance on the treatment of consolidated schoolwide funds for purposes of Type A program determination and presentation in the SEFA.
3. Transferability (SEAs and LEAs)
ESEA programs in this Supplement to which this section applies are: 21st CCLC (84.287) and Title II, Part A (84.367).
Except as noted below, SEAs may transfer up to 50 percent of the non- administrative funds allocated for State-level activities from one or more listed applicable programs to one or more of the other listed applicable programs, or to Title I, Part A (CFDA 84.010).  Except for 21st CCLC (CFDA 84.287), LEAs not identified for improvement or corrective action under Section 1116(c) of ESEA may also transfer up to 50 percent of the funds allocated to them from one or more of the listed applicable programs to another listed applicable program or to Title I, Part A.  LEAs identified for improvement under Section 1116(c) may transfer up to 30 percent of the funds allocated to them for (a) school improvement under Section 1003, or (b) other LEA improvement activities consistent with Section 1116(c).  LEAs identified for corrective action may not transfer funds (Sections 6123(a) and (b) of ESEA (20 USC 7305b(a) and (b))). Transferred funds are subject to all of the requirements, set-asides, and limitations of the programs into which they are transferred (Section 6123(e) of ESEA (20 USC 7305b(e))).
In a State that has received ESEA flexibility, an SEA or an LEA may transfer up to 100 percent of the funds available under one or more of the authorized ESEA programs among those programs and into Title I, Part A.  This authority applies to all LEAs notwithstanding the limitations on such transfers and the restrictions on the use of the transferred funds in Section 6123(b)(1) of the ESEA (20 USC 7305b(b)(1)).  Funds transferred under ESEA flexibility are not subject to any set- aside requirements of the programs into which they are transferred but they are subject to all of the requirements and limitations of those programs.  Moreover, an SEA is not required to notify ED, and its participating LEAs are not required to notify the SEA, prior to transferring funds (see paragraph 9 on page 2 of ESEA Flexibility).  Note, however, that there is a limitation on the amount of Title II, Part A funds that may be transferred because of that program’s equitable services requirement (see section III.G.2, “Matching, Level of Effort, Earmarking – Maintenance of Effort,” in the program supplement for CFDA 84.367 for details).
See III.G.3.b, “Matching, Level of Effort, Earmarking – Earmarking,” in this cross-cutting section for additional testing related to transferability.
See IV, “Other Information,” for guidance on the treatment of funds transferred under this provision for purposes of Type A program determination and presentation in the SEFA.
4. Small Rural Schools Achievement (SRSA) Alternative Uses of Funds Program
ESEA program in this Supplement to which this section applies is Title II, Part A (84.367).
LEAs that (a) have a total average daily attendance of fewer than 600 students, or serve only schools that are located in counties with a population density of fewer than 10 persons per square mile; and (b) serve only schools that are coded by the National Center for Education Statistics (NCES) as rural (NCES code of 7 or 8), or (with the concurrence of the SEA) are located in an area defined as rural by a governmental agency of the State may, after notifying the SEA, spend all or part of the funds received under the above program for local activities authorized under one or more of the following four programs:
CFDA 84.010 Title I Grants to Local Educational Agencies (LEAs) (Title I, Part A of the ESEA)
CFDA 84.287 Twenty-First Century Community Learning Centers (21st CCLC) CFDA 84.365 English Language Acquisition Grants (Title III, Part A)
CFDA 84.367 Improving Teacher Quality State Grants (Title II, Part A) (Section 6211(a)-(c) of ESEA (20 USC 7345(a)-(c))).
See IV, “Other Information,” for guidance on the treatment of funds transferred under this provision for purposes of Type A program determination and presentation in the SEFA.
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education Cross-Cutting Section)
US Department of Education Program Specific Information: 
LEA Use of Funds
Consistent with the LEA’s assessment of need for professional development and hiring, LEAs may use funds for a broad span of activities designed to improve teacher quality that are identified in Section 2123(a) of the ESEA.  Examples of allowable activities include:  (1) providing “professional development” (as the term is defined in Section 9101(34) of the ESEA (20 USC 6602(34)) to teachers, and, where appropriate, to principals and paraprofessionals in content knowledge and classroom practice; (2) developing and implementing a wide variety of strategies and activities to recruit, hire, and retain highly qualified teachers and principals; (3) developing and implementing initiatives to promote retention of highly qualified teachers and principals; (4) carrying out professional development programs to assist principals and superintendents in becoming outstanding managers and educational leaders; and (5) carrying out teacher advancement initiatives that promote professional growth and emphasize multiple career paths and pay differentiation, and establish programs and activities related to exemplary teachers.  LEAs also may use funds to hire teachers to reduce class size (Sections 2101 and 2123(a) of the ESEA (20 USC 6601 and 6623(a))).
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
[bookmark: _Toc442267688][bookmark: _Toc464479874]Additional Program Specific Information
Program funds may be used for Consolidation of Administrative Funds, Coordinated Services Projects, and Schoolwide Programs under Title I. Also, unneeded Program Funds may be transferred to certain other federal programs.  The requirements for these options and related testing guidance are included in Section G and N of this FACCR.
Unallowable Activities:
The purchase of real property is an unallowable Federal program cost for Ohio school districts.
(Source:  Ohio Department of Education Office of Federal and State Grants Management)
Ohio Revised Code 3313.24 states, in part: The board of education of each local, exempted village or city school district shall fix the compensation of its treasurer which shall be paid from the general fund of the district.
In spite of any additional duties in managing Federal or State funds, Federal and state law prohibits treasurers from receiving a supplemental contract for managing Federal or State funds.  There are several Ohio statutes and the OMB Compliance Supplement  ED Cross Cutting section 4 which require that position. 
To ensure consistency of application, the Department considers all chief financial officers of educational entities, including but not limited to, non-profit corporations, colleges and universities to be similarly situated to treasurers of school districts. Additionally, as community schools discharge functions in a similar manner as school districts and community schools are considered local education agencies, as defined in 34 CFR parts 76 and 77, chief financial officers of community schools are treated as if they were treasurers of a traditional public school district.
(Source:  http://education.ohio.gov/getattachment/Topics/Finance-and-Funding/State-Funding-For-Schools/Career-Technical-Funding/Grants-Management-Guidance/Supplemental-Contracts.pdf.aspx )
A. Activities Allowed or Unallowed


[bookmark: _Toc464479875]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):





A. Activities Allowed or Unallowed


[bookmark: _Toc464479876]Suggested Audit Procedures – Compliance
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	
This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  


	
1.	Identify and document the types of activities which are either specifically allowed or prohibited by Federal statutes, regulations, and the terms and conditions of the Federal award pertaining to the program.
2.	When allowability is determined based upon summary level data, perform procedures to verify that:
a.	Activities were allowable.
b.	Individual transactions were properly classified and accumulated into the activity total.
3.	When allowability is determined based upon individual transactions, select a sample of transactions and perform procedures to verify that the transaction was for an allowable activity.
4.	The auditor should be alert for large transfers of funds from program accounts which may have been used to fund unallowable activities.



A. Activities Allowed or Unallowed


[bookmark: _Toc464479877]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



A. Activities Allowed or Unallowed


[bookmark: _Toc442267689][bookmark: _Toc464479878]B.  ALLOWABLE COSTS/COST PRINCIPLES
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.

[bookmark: B___ALLOWABLE_COSTS_COST_PRINCIPLES][bookmark: _Toc464479879]Applicability of Cost Principles
Important Note:  For a cost to be allowable, it must (1) be for a purpose the specific award permits and (2) fall within 2 CFR 200 subpart E Cost Principles.  These two criteria are roughly analogous to classifying a cost by both program/function and object.  That is, the grant award generally prescribes the allowable program/function while 2 CFR 200 subpart E prescribes allowable object cost categories and restrictions that may apply to certain object codes of expenditures.

For example, could a government use an imaginary Homeland Security grant to pay OP&F pension costs for its police force?  To determine this, the client (and we) would look to the grant agreement to see if police activities (security of persons and property function cost classification) met the program objectives.  Then, the auditor would look to Subpart E (provisions for selected items of cost §200.420-200.475) to determine if pension costs (an object cost classification) are permissible.  (200.431(g) states they are allowable, with certain provisions, so we would need to determine if the auditee met the provisions.)  Both the client and we should look at 2 CFR 200 subpart E even if the grant agreement includes a budget by object code approved by the grantor agency.  Also keep in mind that granting agencies have codified 2 CFR 200 and some agencies have been granted exceptions to provisions within 2 CFR 200.

(Source:  AOS CFAE)
The cost principles in 2 CFR part 200, subpart E (Cost Principles), prescribe the cost accounting requirements associated with the administration of Federal awards by:
· States, local governments and Indian tribes
· Institutions of higher education (IHEs)
· Nonprofit organizations
As provided in 2 CFR section 200.101, the cost principles requirements apply to all Federal awards with the exception of grant agreements and cooperative agreements providing food commodities; agreements for loans, loan guarantees, interest subsidies, insurance; and programs listed in 2 CFR section 200.101(d) (see Appendix I of this Supplement).  Federal awards administered by publicly owned hospitals and other providers of medical care are exempt from 2 CFR part 200, subpart E, but are subject to the requirements 45 CFR part 75, Appendix IX, the Department of Health and Human Services (HHS) implementation of 2 CFR part 200.  The cost principles applicable to a non-Federal entity apply to all Federal awards received by the entity, regardless of whether the awards are received directly from the Federal awarding agency or indirectly through a pass-through entity.  For this purpose, Federal awards include cost-reimbursement contacts under the Federal Acquisition Regulation (FAR).  The cost principles do not apply to Federal awards under which a non-Federal entity is not required to account to the Federal awarding agency or pass-through entity for actual costs incurred. 
Source of Governing Requirements
The requirements for allowable costs/cost principles are contained in 2 CFR part 200, subpart E, program legislation, Federal awarding agency regulations, and the terms and conditions of the award.
The requirements for the development and submission of indirect (facilities and administration (F&A)) cost rate proposals and cost allocation plans (CAPs) are contained in 2 CFR part 200, Appendices III-VII as follows:  
· Appendix IV to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate Determination for Nonprofit Organizations
· Appendix V to Part 200—State/Local Government-Wide Central Service Cost Allocation Plans
· Appendix VI to Part 200—Public Assistance Cost Allocation Plans
· Appendix VII to Part 200—States and Local Government and Indian Tribe Indirect Cost Proposals
Except for the requirements identified below under “Basic Guidelines,” which are applicable to all types of non-Federal entities, this compliance requirement is divided into sections based on the type of non-Federal entity. The differences that exist are necessary because of the nature of the non-Federal entity organizational structures, programs administered, and breadth of services offered by some non-Federal entities and not others.  
(Source: 2016 OMB Supplement 3.2)
Agency Codification Adjustments/Exceptions:
· ED in 2 CFR 3474.5 may allow exceptions for classes of Federal awards or non-federal entities subject to the requirements of 2 CFR Part 200, however those will only be permitted in unusual circumstances and will only be published on the OMB website at www.whitehouse.gov/omb .  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.   However this list is only updated through 12/2014.  AOS auditors will need to reference our internal AOS evaluation process at the following link.
Basic Guidelines
Except where otherwise authorized by statute, cost must meet the following general criteria in order to be allowable under Federal awards;
1.	Be necessary and reasonable for the performance of the Federal award and be allocable thereto under the principles in 2 CFR part 200, subpart E.
2.	Conform to any limitations or exclusions set forth in 2 CFR part 200, subpart E or in the Federal award as to types or amount of cost items.
3.	Be consistent with policies and procedures that apply uniformly to both federally financed and other activities of the non-Federal entity.
4.	Be accorded consistent treatment. A cost may not be assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like circumstances has been allocated to the Federal award as an indirect cost.
5.	Be determined in accordance with generally accepted accounting principles (GAAP), except, for State and local governments and Indian tribes only, as otherwise provided for in 2 CFR part 200.
6.	Not be included as a cost or used to meet cost-sharing or matching requirements of any other federally financed program in either the current or a prior period.
7.	Be adequately documented. 
Selected Items of Cost
2 CFR sections 200.420 through 200.475 provide the principles to be applied in establishing the allowability of certain items of cost, in addition to the basic considerations identified above.  
(For a listing of costs, by type of non-Federal entity, refer to Exhibit 1 of this part of the Supplement).  These principles apply whether or not a particular item of cost is treated as a direct cost or indirect (F&A) cost.  Failure to mention a particular item of cost is not intended to imply that it is either allowable or unallowable; rather, determination of allowability in each case should be based on the treatment provided for similar or related items of cost and the principles described in 2 CFR sections 200.402 through 200.411.
(Source: 2016 OMB Supplement 3.2)
Part 4 OMB Program Specific Requirements
US Department of Education Cross Cutting Information: 
1. Alternative Fiscal and Administrative Requirements (SEAs/LEAs)
This section applies to all ESEA programs in this Supplement: Title I, Part A (84.010); MEP (84.011); CSP (84.282); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366); Title II, Part A (84.367); and SIG (84.377).
A State may adopt its own written fiscal and administrative requirements, which are consistent with the provisions of 2 CFR part 200, subpart E, for expending and accounting for all funds received by SEAs and LEAs under ESEA programs.  The written fiscal and administrative requirements must (a) be sufficiently specific to ensure that funds are used in compliance with all applicable statutory and regulatory provisions, including ensuring that costs are allocable to a particular cost objective; (b) ensure that funds received are spent only for reasonable and necessary costs of the program; and (c) ensure that funds are not used for general expenses required to carry out other responsibilities of State or local governments (34 CFR section 299.2(b)).
2. Documentation of Employee Time and Effort (Consolidated Administrative Funds and Schoolwide Programs)
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); CSP (84.282); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366) (with respect to schoolwide programs and consolidation of administrative funds at the LEA level); Title II, Part A (84.367); and SIG (84.377).
This section also applies to IDEA (84.027 and 84.173) (schoolwide programs only) and CTE (84.048) (schoolwide programs only).
a. Consolidated Administrative Funds: An SEA or LEA that consolidates Federal administrative funds under Sections 9201 or 9203 of ESEA (20 USC 7821 or 7823) is not required to keep separate records by individual program.  The SEA or LEA may treat the consolidated administrative funds as a consolidated administrative cost objective.
Time-and-effort requirements with respect to consolidated administrative funds vary under different circumstances.
(1) For an employee who works solely on the consolidated administrative cost objective, an SEA or LEA is not required to maintain records reflecting the distribution of the employee’s salary and wages among the programs included in the consolidation.
(2) For an employee who works in part on the consolidated administrative cost objective and in part on a Federal program whose administrative funds have not been consolidated or on activities funded from other revenue sources, an SEA or LEA must maintain time and effort distribution records in accordance with 2 CFR section 200.430(i)(1)(vii) that support the portion of time and effort dedicated to:
(a) The consolidated cost objective, and
(b) Each program or other cost objective supported by non- consolidated Federal funds or other revenue sources.
b. Schoolwide Programs – A schoolwide program school is permitted to consolidate Federal funds with State and local funds to upgrade the entire educational program of the school.  A school that consolidates Federal funds with State and local funds in a consolidated schoolwide pool is not required to maintain separate records by program (Section 1114(a)(3)(C) of ESEA (20 USC 6314(a)(3)(C)); 34 CFR section 200.29(d)).  If a schoolwide program school does not consolidate Federal funds in a consolidated schoolwide pool, the school must keep separate records by program.  (Guidance is contained in the publication entitled Title I Fiscal Issues: Maintenance of Effort; Comparability; Supplement, not Supplant; Carryover; Consolidating Funds in Schoolwide Programs; and Grantback Requirements (February 2008).  This guidance is available at http://www.ed.gov/programs/titleiparta/fiscalguid.doc .)
Time-and-effort requirements in schoolwide program schools vary under different circumstances.
(1) If a school operating a schoolwide program consolidates Federal, State, and local funds in a consolidated schoolwide pool, there is no distinction between staff paid with Federal funds and staff paid with State or local funds.  Under these circumstances, payment from the single consolidated schoolwide pool is sufficient to demonstrate that an employee works only on activities of the schoolwide program, and no other documentation is required.
(2) If a school operating a schoolwide program does not consolidate Federal funds with State and local funds in a consolidated schoolwide pool, an employee who works, in whole or in part, on a Federal program or cost objective must document time and effort as follows:
(a) For an employee who works solely on a single cost objective (e.g., a single Federal program whose funds have not been consolidated or Federal programs whose funds have been consolidated but not with State and local funds), an LEA is not required to maintain records reflecting the distribution of the employee’s salary and wages, including among the Federal programs included in the consolidation, if applicable.
(b) For an employee who works on multiple activities or cost objectives (e.g., in part on a Federal program whose funds have not been consolidated in a consolidated schoolwide pool and in part on Federal programs supported with funds consolidated in a schoolwide pool or on activities that are not part of the same cost objective), an LEA must maintain time and effort distribution records in accordance with 2 CFR section 200.430(i)(1)(vii) that support the portion of time and effort dedicated to:
(i) The Federal program or cost objective; and
(ii) Each other program or cost objective supported by consolidated Federal funds or other revenue sources.
c. In a September 7, 2012 letter to Chief State School Officers, ED authorized SEAs to approve LEAs’ use of a substitute system for time- and-effort reporting for employees whose salaries are supported by multiple cost objectives, but who work on a predetermined schedule.  ED also provided guidance to clarify the meaning of a “single cost objective.” For more detail, see Letter to Chief State School Officers on Granting Administrative Flexibility for Better Measures of Success (Sept. 7, 2012) (http://www2.ed.gov/policy/fund/guid/gposbul/time-and-effort-reporting.html ).
3. Indirect Costs (All grantees/all subgrantees)
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); CSP (84.282); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366); Title II, Part A (84.367); and SIG (84.377).
This section also applies to Adult Education (84.002); IDEA (84.027 and 84.173); CTE (84.048); IDEA, Part C (84.181); and RTT (84.395).
A “restricted” indirect cost rate (RICR) must be used for programs administered by State and local governments and their governmental subgrantees that have a statutory requirement prohibiting the use of Federal funds to supplant non-federal funds.  Non-governmental grantees or subgrantees administering such programs have the option of using the RICR, or an indirect cost rate of 8 percent, unless ED determines that the RICR would be lower.
The formula for a restricted indirect cost rate is:
RICR = (General management costs + Fixed costs) / (Other expenditures) 
General management costs are costs of activities that are for the direction and control of the grantee’s (or subgrantee’s) affairs that are organization wide, such as central accounting services, payroll preparation and personnel management. For State and local governments, the general management indirect costs consist of (1) allocated Statewide Central Service Costs approved by the Department of Health and Human Services in a formal Statewide Cost Allocation Plan (SWCAP) as “Section I” costs and (2) departmental indirect costs.  The term “general management” as it applies to departmental indirect costs does not include expenditures limited to one component or operation of the grantee.  Specifically excluded from general management costs are the following costs that are reclassified and included in the “other expenditures” denominator:
(a) Divisional administration that is limited to one component of the grantee; 
(b) The governing body of the grantee;
(c) Compensation of the chief executive officer of the grantee;
(d) Compensation of the chief executive officer of any component of the grantee; and
(e) Operation of the immediate offices of these officers.
Also excluded from the SWCAP Section I indirect costs are any occupancy and maintenance type costs as described in 34 CFR section 76.568.  However, because these costs are allocated and not incurred at the departmental level, they do not require reclassification to the “other expenditure” denominator.
Fixed costs are contributions to fringe benefits and similar costs associated with salaries and wages that are charged as indirect costs, including retirement, social security, pension, unemployment compensation and insurance costs.
Other expenditures are the grantee’s total expenditures for its federally and non- federally funded activities, including directly charged occupancy and space maintenance costs (as defined in 34 CFR section 76.568), and the costs related to the chief executive officer of the grantee or any component of the grantee and its offices.  Excluded are general management costs, fixed costs, subgrants, capital outlays, debt service, fines and penalties, contingencies, and election expenses (except for elections required by Federal statute).
Occupancy and space maintenance costs associated with functions that are not organization-wide must be included with other expenditures in the indirect cost formula.  These costs may be charged directly to affected programs only to the extent that statutory supplanting prohibitions are not violated.  This reimbursement must be approved in advance by ED.  Specific occupancy and space maintenance costs may be charged directly only to programs affected by the restricted rate calculation if charging for such costs is approved in advance by ED (34 CFR section 76.568(c)).
Indirect costs charged to a grant are determined by applying the RICR to total direct costs of the grant minus capital outlays, subgrants, and other distorting or unallowable items as specified in the grantee’s indirect cost rate agreement.
The other ED programs (those not having a statutory non-supplant requirement) that allow indirect costs do not require a restricted rate and should follow the cost principles in 2 CFR part 200, subpart E (34 CFR sections 76.560 and 76.563-76.569).
4. Unallowable Direct Costs to Programs
Officials from ED have noted that some entities have charged costs in the following areas which were determined to be unallowable as specified in the indicated references.  Auditors should be alert that if any such costs are charged, charges must be consistent with provisions of 2 CFR part 200, subpart E or, as applicable.
a. Separation leave costs (2 CFR section 200.431(b)). 
b. Severance costs (2 CFR section 200.431(i)).
c. Post-retirement health benefit (PRHB) costs (2 CFR section 200.431(h)).
5.	Unallowable Costs to Programs (Direct or Indirect)
Officials from ED have noted that, in cases where grantees rent or lease buildings or equipment from an affiliate organization, the costs associated with the lease or rental agreement can be excessive.  The auditor should be alert to the fact that the measure of allowability in such “less-than-arms-length-relationships” is not fair market value, but rather the “costs of ownership” standard as referenced in 2 CFR section 200.465(c).
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education Cross-Cutting Section)

B. Allowable Costs/Cost Principles

[bookmark: _Toc464479880]Indirect Cost Rate
Except for those non-Federal entities described in 2 CFR part 200, Appendix VII, paragraph D.1.b, if a non-Federal entity has never received a negotiated indirect cost rate, it may elect to charge a de minimis rate of 10 percent of modified total direct costs (MTDC).  Such a rate may be used indefinitely or until the non-Federal entity chooses to negotiate a rate, which the non-Federal entity may do at any time.  If a non-Federal entity chooses to use the de minimis rate, that rate must be used consistently for all of its Federal awards.  Also, as described in 2 CFR section 200.403, costs must be consistently charged as either indirect or direct, but may not be doubled charged or inconsistently charged as both.  In accordance with 2 CFR section 200.400(g), a non-Federal entity may not earn or keep any profit resulting from Federal financial assistance, unless explicitly authorized by the terms and conditions of the award. 
(Source: 2016 OMB Supplement 3.2)
Audit Objectives (Deminimis Indirect Cost Rate) and Control Testing Procedures 
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):






Suggested Compliance Audit Procedures – De Minimis Indirect Cost Rate
Note:  The following subsections identify requirements specific to each type of non-Federal entity. 
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	The following suggested audit procedures apply to any non-Federal entity using a de minimis indirect cost rate, whether as a recipient or a subrecipient.  None of the procedures related to indirect costs in the sections organized by type of non-Federal entity apply when a de minimis rate is used. 
This section if applicable will only be for UG related funding.

	
1.	Determine that the non-Federal entity has not previously claimed indirect costs on the basis of a negotiated rate.  Auditors are required to test only for the three fiscal years immediately prior to the current audit period.
2.	Test a sample of transactions for conformance with 2 CFR section 200.414(f).
a	Select a sample of claims for reimbursement of indirect costs and verify that the de minimis rate was used consistently, the rate was applied to the appropriate base, and the amounts claimed were the product of applying the rate to a modified total direct costs base.  
b	Verify that the costs included in the base are consistent with the costs that were included in the base year, i.e., verify that current year modified total direct costs do not include costs items that were treated as indirect costs in the base year.  
3.	For a non-Federal entity conducting a single function, which is predominately funded by Federal awards, determine whether use of the de minimis indirect cost rate resulted in the non-Federal entity double-charging or inconsistently charging costs as both direct and indirect.






B. Allowable Costs/Cost Principles

2 CFR PART 200 
[bookmark: _Toc464479881]Cost Principles for States, Local Governments and Indian Tribes
Introduction
2 CFR part 200, subpart E, and Appendices III-VII establish principles and standards for determining allowable direct and indirect costs for Federal awards.  This section is organized into the following areas of allowable costs:  States and Local Government and Indian Tribe Costs (Direct and Indirect); State/Local Government Central Service Costs; and State Public Assistance Agency Costs.
Cognizant Agency for Indirect Costs 
2 CFR part 200, Appendix V, paragraph F, provides the guidelines to use when determining the Federal agency that will serve as the cognizant agency for indirect costs for States, local governments, and Indian tribes.  References to the “cognizant agency for indirect costs” are not equivalent to the cognizant agency for audit responsibilities, which is defined in 2 CFR section 200.18. In addition, the change from the term “cognizant agency” in OMB Circular A-87 to the term “cognizant agency for indirect costs” in 2 CFR part 200 was not intended to change the scope of cognizance for central service or public assistance cost allocation plans. 
For indirect cost rates and departmental indirect cost allocation plans, the cognizant agency is the Federal agency with the largest value of direct Federal awards (excluding pass-through awards) with a governmental unit or component, as appropriate.  In general, unless different arrangements are agreed to by the concerned Federal agencies or described in 2 CFR part 200, Appendix V, paragraph F, the cognizant agency for central service cost allocation plans is the Federal agency with the largest dollar value of total Federal awards (including pass-through awards) with a governmental unit.  
Once designated as the cognizant agency for indirect costs, the Federal agency remains so for a period of 5 years.  In addition, 2 CFR part 200, Appendix V, paragraph F, lists the cognizant agencies for certain specific types of plans and the cognizant agencies for indirect costs for certain types of governmental entities.  For example, HHS is cognizant for all public assistance and State-wide cost allocation plans for all States (including the District of Columbia and Puerto Rico), State and local hospitals, libraries, and health districts and the Department of the Interior (DOI) is cognizant for all Indian tribal governments, territorial governments, and State and local park and recreational districts.  
(Source: 2016 OMB Supplement 3.2)

B. Allowable Costs/Cost Principles

Audit Objectives/Compliance Requirements and Control Tests Allowable Costs –– Direct and Indirect Costs
The individual State/local government/Indian tribe departments or agencies (also known as “operating agencies”) are responsible for the performance or administration of Federal awards.  In order to receive cost reimbursement under Federal awards, the department or agency usually submits claims asserting that allowable and eligible costs (direct and indirect) have been incurred in accordance with 2 CFR part 200, subpart E.
The indirect cost rate proposal (ICRP) provides the documentation prepared by a State/local government/Indian tribe department or agency to substantiate its request for the establishment of an indirect cost rate.  The indirect costs include (1) costs originating in the department or agency of the governmental unit carrying out Federal awards, and (2) for States and local governments, costs of central governmental services distributed through the State/local government-wide central service CAP that are not otherwise treated as direct costs.  The ICRPs are based on the most current financial data and are used to either establish predetermined, fixed, or provisional indirect cost rates or to finalize provisional rates (for rate definitions refer to 2 CFR part 200, Appendix VII, paragraph B).
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):








Suggested Compliance Audit Procedures – Direct and Indirect Costs
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	
This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  

Direct costs tests are not overall new tests, direct and indirect have been split out.  Although direct steps d.-j. do not correspond directly to numbered/lettered steps in the non-UG boilerplate, they were similarly required tests under determining if transactions conformed with the basic guidelines contained in 2CFR 225 Appendix A paragraph C.



	Direct Costs 
Test a sample of transactions for conformance with the following criteria contained in 2 CFR part 200, as applicable:
a. If the auditor identifies unallowable direct costs, the auditor should be aware that “directly associated costs” might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would not have been incurred if the other cost had not been incurred.  For example, fringe benefits are “directly associated” with payroll costs.  When an unallowable cost is incurred, directly associated costs are also unallowable.
b. Costs were approved by the Federal awarding agency, if required (see the table (Selected Items of Cost, Exhibit 1) or 2 CFR section 200.407 for selected items of cost that require prior written approval). 
c. Costs did not consist of improper payments, including (1) payments that should not have been made or that were made in incorrect amounts (including overpayments and underpayments) under statutory, contractual, administrative, or other legally applicable requirements; (2) payments that do not account for credit for applicable discounts; (3) duplicate payments; (4) payments that were made to an ineligible party or for an ineligible good or service; and (5) payments for goods or services not received (except for such payments where authorized by law).
d.	Costs were necessary and reasonable for the performance of the Federal award and allocable under the principles of 2 CFR part 200, subpart E.
e.	Costs conformed to any limitations or exclusions set forth in 2 CFR part 200, subpart E, or in the Federal award as to types or amount of cost items.
f.	Costs were consistent with policies and procedures that apply uniformly to both federally financed and other activities of the State/local government/Indian tribe department or agency.
g.	Costs were accorded consistent treatment.  Costs were not assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like circumstances was allocated to the Federal award as an indirect cost.
h.	Costs were not included as a cost of any other federally financed program in either the current or a prior period.
i.	Costs were not used to meet the cost-sharing or matching requirements of another Federal program, except where authorized by Federal statute.
j.	Costs were adequately documented.
Indirect Costs
a.	If the State/local department or agency is not required to submit an ICRP and related supporting documentation, the auditor should consider the risk of the reduced level of oversight in designing the nature, timing, and extent of compliance testing.
b.	General Audit Procedures – The following procedures apply to charges to cost pools that are allocated wholly or partially to Federal awards or used in formulating indirect cost rates used for recovering indirect costs under Federal awards.
(1)	Test a sample of transactions for conformance with:
(a)	The criteria contained in the “Basic Considerations” section of 2 CFR sections 200.402 through 200.411.
(b)	The principles to establish allowability or unallowability of certain items of cost (2 CFR sections 200.420 through 200.475).
(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.
c.	Special Audit Procedures for State, Local Government, and Indian Tribe ICRPs (see also the AOS discussion on testing the ICRP)
(1)	Verify that the ICRP includes the required documentation in accordance with 2 CFR part 200, Appendix VII, paragraph D.
(2)	Testing of the ICRP – There may be a timing consideration when the audit is completed before the ICRP is completed.  In this instance, the auditor should consider performing interim testing of the costs charged to the cost pools and the allocation bases (e.g., determine from management the cost pools that management expects to include in the ICRP and test the costs for compliance with 2 CFR part 200).  Should there be audit exceptions, corrective action may be taken earlier to minimize questioned costs.  In the next year’s audit, the auditor should complete testing and verify management’s representations against the completed ICRP.
(a)	The following procedures are some acceptable options the auditor may use to obtain assurance that the costs collected in the cost pools and the allocation methods used are in compliance with 2 CFR part 200, subpart E:
(i)	Indirect Cost Pool – Test the indirect cost pool to ascertain if it includes only allowable costs in accordance with 2 CFR part 200.
(A)	Test to ensure that unallowable costs are identified and eliminated from the indirect cost pool (e.g., capital expenditures, general costs of government).
(B)	Identify significant changes in expense categories between the prior ICRP and the current ICRP.  Test a sample of transactions to verify the allowability of the costs.
(C)	Trace the central service costs that are included in the indirect cost pool to the approved State/local government or central service CAP or to plans on file when submission is not required.
(ii)	Direct Cost Base – Test the methods of allocating the costs to ascertain if they are in accordance with the applicable provisions of 2 CFR part 200 and produce an equitable distribution of costs.
(A)	Determine that the proposed base(s) includes all activities that benefit from the indirect costs being allocated.
(B)	If the direct cost base is not limited to direct salaries and wages, determine that distorting items are excluded from the base.  Examples of distorting items include capital expenditures, flow-through funds (such as benefit payments), and subaward costs in excess of $25,000 per subaward.
(C)	Determine the appropriateness of the allocation base (e.g., salaries and wages, modified total direct costs).
(iii)	Other Procedures 
(A)	Examine the records for employee compensation to ascertain if they are accurate, and the costs are allowable and properly allocated to the various functional and programmatic activities to which salary and wage costs are charged. (Refer to 2 CFR section 200.430 for additional information on support of salaries and wages.)
(B)	For an ICRP using the multiple allocation base method, test statistical data (e.g., square footage, audit hours, salaries and wages) to ascertain if the proposed allocation or rate bases are reasonable, updated as necessary, and do not contain any material omissions.
(3)	Testing of Charges Based Upon the ICRA – Perform the following procedures to test the application of charges to Federal awards based upon an ICRA:
(a)	Obtain and read the current ICRA and determine the terms in effect.
(b)	Select a sample of claims for reimbursement and verify that the rates used are in accordance with the rate agreement, that rates were applied to the appropriate bases, and that the amounts claimed were the product of applying the rate to the applicable base.  Verify that the costs included in the base(s) are consistent with the costs that were included in the base year (e.g., if the allocation base is total direct costs, verify that current-year direct costs do not include costs items that were treated as indirect costs in the base year).
(4)	Other Procedures – No Negotiated ICRA
(a)	If an indirect cost rate has not been negotiated by a cognizant agency for indirect costs, the auditor should determine whether documentation exists to support the costs.  Where the auditee has documentation, the suggested general audit procedures under paragraph 3.b above should be performed to determine the appropriateness of the indirect cost charges to awards.
(b)	If an indirect cost rate has not been negotiated by a cognizant agency for indirect costs, and documentation to support the indirect costs does not exist, the auditor should question the costs based on a lack of supporting documentation.





[bookmark: _Toc464479882]Allowable Costs – State/Local Government-wide Central Service Costs 
Most governmental entities provide services, such as accounting, purchasing, computer services, and fringe benefits, to operating agencies on a centralized basis.  Since the Federal awards are performed within the individual operating agencies, there must be a process whereby these central service costs are identified and assigned to benefiting operating agency activities on a reasonable and consistent basis.  The State/local government-wide central service cost allocation plan (CAP) provides that process.  (Refer to 2 CFR part 200, Appendix V, for additional information and specific requirements.) 
The allowable costs of central services that a governmental unit provides to its agencies may be allocated or billed to the user agencies.  The State/local government-wide central service CAP is the required documentation of the methods used by the governmental unit to identify and accumulate these costs, and to allocate them or develop billing rates based on them.
Allocated central service costs (referred to as Section I costs) are allocated to benefiting operating agencies on some reasonable basis.  These costs are usually negotiated and approved for a future year on a “fixed-with-carry-forward” basis.  Examples of such services might include general accounting, personnel administration, and purchasing.  Section I costs assigned to an operating agency through the State/local government-wide central service CAP are typically included in the agency’s indirect cost pool.
Billed central service costs (referred to as Section II costs) are billed to benefiting agencies and/or programs on an individual fee-for-service or similar basis.  The billed rates are usually based on the estimated costs for providing the services.  An adjustment will be made at least annually for the difference between the revenue generated by each billed service and the actual allowable costs.  Examples of such billed services include computer services, transportation services, self- insurance, and fringe benefits.  Section II costs billed to an operating agency may be charged as direct costs to the agency’s Federal awards or included in its indirect cost pool.
(Source: 2016 OMB Supplement 3.2)



Audit Objectives/Compliance Requirements and Control Tests Allowable Costs - State/Local Government-wide Central Service Costs
See here for the OMB Compliance Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):






B. Allowable Costs/Cost Principles


Suggested Compliance Audit Procedures – State/Local Government-Wide Central Service Costs
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	
This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  


	
a.	For local governments that are not required to submit the central service CAP and related supporting documentation, the auditor should consider the risk of the reduced level of oversight in designing the nature, timing and extent of compliance testing.
b.	General Audit Procedures for State/Local Government-Wide Central Service CAPs – The following procedures apply to charges to cost pools that are allocated wholly or partially to Federal awards or used in formulating indirect cost rates used for recovering indirect costs under Federal awards.
(1)	Test a sample of transactions for conformance with:
(a)	The criteria contained in the “Basic Considerations” section of 2 CFR part 200, subpart E (sections 200.402 through 200.411). Scan documented program expenditures and determine that the district did not charge indirect cost recovery to the grant when a proposal was not approved by ODE.
(b)	The principles to establish allowability or unallowability of certain items of cost (2 CFR sections 200.420 through 475).
(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.
c.	Special Audit Procedures for State/Local Government-Wide Central Service CAPs
(1)	Verify that the central service CAP includes the required documentation in accordance with 2 CFR part 200 Appendix V, paragraph E.
(2)	Testing of the State/Local Government-Wide Central Service CAPs – Allocated Section I Costs
(a)	If new allocated central service costs were added, review the justification for including the item as Section I costs to ascertain if the costs are allowable (e.g., if costs benefit Federal awards).
(b)	Identify the central service costs that incurred a significant increase in actual costs from the prior year’s costs.  Test a sample of transactions to verify the allowability of the costs.
(c)	Ascertain if the bases used to allocate costs are appropriate, i.e., costs are allocated in accordance with relative benefits received.
(d)	Ascertain if the proposed bases include all activities that benefit from the central service costs being allocated, including all users that receive the services.  For example, the State-wide central service CAP should allocate costs to all benefiting State departments and agencies, and, where appropriate, non-State organizations, such as local government agencies.
(e)	Perform an analysis of the allocation bases by selecting agencies with significant Federal awards to determine if the percentage of costs allocated to these agencies has increased from the prior year.  For those selected agencies with significant allocation percentage increases, ascertain if the data included in the bases are current and accurate. 
(f)	Verify that carry-forward adjustments are properly computed in accordance with 2 CFR part 200, Appendix V, paragraph G.3.  
(3)	Testing of the State/Local Government-Wide Central Service CAPs – Billed Section II Costs
(a)	For billed central service activities accounted for in separate funds (e.g., internal service funds), ascertain if: 
(i)	Retained earnings/fund balances (including reserves) are computed in accordance with the cost principles;
(ii)	Working capital reserves are not excessive in amount (generally not greater than 60 calendar days for cash expenses for normal operations incurred for the period exclusive of depreciation, capital costs, and debt principal costs); and
(iii)	Adjustments were made when there is a difference between the revenue generated by each billed service and the actual allowable costs.
(b)	Test to ensure that all users of services are billed in a consistent manner. For example, examine selected billings to determine if all users (including users outside the governmental unit) are charged the same rate for the same service.
(c)	Test that billing rates exclude unallowable costs, in accordance with the cost principles and Federal statutes.
(d)	Test, where billed central service activities are funded through general revenue appropriations, that the billing rates (or charges) were developed based on actual costs and were adjusted to eliminate profits.
(e)	For self-insurance and pension funds, ascertain if the fund contributions are appropriate for such activities as indicated in the current actuarial report.
(f)	Determine if refunds were made to the Federal Government for its share of funds transferred from the self-insurance reserve to other accounts, including imputed or earned interest from the date of the transfer.





[bookmark: _Toc464479883]Allowable Costs – State Public Assistance Agency Costs 
State public assistance agency costs are (1) defined as all costs allocated or incurred by the State agency except expenditures for financial assistance, medical vendor payments, and payments for services and goods provided directly to program recipients (e.g., day care services); and (2) normally charged to Federal awards by implementing the public assistance cost allocation plan (CAP).  The public assistance CAP provides a narrative description of the procedures that are used in identifying, measuring, and allocating all costs (direct and indirect) to each of the programs administered or supervised by State public assistance agencies.  
2 CFR part 200, Appendix VI, paragraph A, states that, since the federally financed programs administered by State public assistance agencies are funded predominantly by HHS, HHS is responsible for the requirements for the development, documentation, submission, negotiation, and approval of public assistance CAPs.  These requirements are specified in 45 CFR part 95, subpart E.
Major Federal programs typically administered by State public assistance agencies include:  Temporary Assistance for Needy Families (CFDA 93.558), Medicaid (CFDA 93.778), Supplemental Nutrition Assistance Program (CFDA 10.561), Child Support Enforcement (CFDA 93.563), Foster Care (CFDA 93.658), Adoption Assistance (CFDA 93.659), and Social Services Block Grant (CFDA 93.667). 
(Source: 2016 OMB Supplement 3.2)
Audit Objectives/Compliance Requirements and Control Tests Allowable Costs - State Public Assistance Agency Costs
See here for the OMB Compliance Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):





B. Allowable Costs/Cost Principles

Suggested Compliance Audit Procedures – State Public Assistance Agency Costs 
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	
This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  


	This may be applicable to public assistance programs at the local level

a.	Since a significant amount of the costs in the public assistance CAP are allocated based on employee compensation reporting systems, it is suggested that the auditor consider the risk when designing the nature, timing, and extent of compliance testing.
b.	General Audit Procedures – The following procedures apply to direct charges to Federal awards as well as charges to cost pools that are allocated wholly or partially to Federal awards.
(1)	Test a sample of transactions for conformance with:
(a)	The criteria contained in the “Basic Considerations” section of 2 CFR part 200 (sections 200.402 through 200.411). Scan documented program expenditures and determine that the district did not charge indirect cost recovery to the grant when a proposal was not approved by ODE. Note:  Beginning with Fy 15, the indirect cost rate is loaded into the CCIP and there is a validation that does not allow districts to budget an amount higher than their approved rate generates.
(b)	The principles to establish allowability or unallowability of certain items of cost (2 CFR sections 200.420 through 200.475).
(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.
c.	Special Audit Procedures for Public Assistance CAPs
(1)	Verify that the State public assistance agency is complying with the submission requirements, i.e., an amendment is promptly submitted when any of the events identified in 45 CFR section 95.509 occur.
(2)	Verify that public assistance CAP includes the required documentation in accordance with 45 CFR section 95.507.
(3)	Testing of the Public Assistance CAP – Test the methods of allocating the costs to ascertain if they are in accordance with the applicable provisions of the cost principles and produce an equitable distribution of costs.  Appropriate detailed tests may include:
(a)	Examining the results of the employee compensation system or in addition the records for employee compensation to ascertain if they are accurate, allowable, and properly allocated to the various functional and programmatic activities to which salary and wage costs are charged.
(b)	Since the most significant cost pools in terms of dollars are usually allocated based upon the distribution of income maintenance and social services workers’ efforts identified through random moment time studies, determining whether the time studies are implemented and operated in accordance with the methodologies described in the approved  public assistance CAP.  For example, verifying the adequacy of the controls governing the conduct and evaluation of the study, and determining that the sampled observations were properly selected and performed, the documentation of the observations was properly completed, and the results of the study were correctly accumulated and applied.  Testing may include observing or interviewing staff who participate in the time studies to determine if they are correctly recording their activities.
(c)	Testing statistical data (e.g., square footage, case counts, salaries and wages) to ascertain if the proposed allocation bases are reasonable, updated as necessary, and do not contain any material omissions.
(4)	Testing of Charges Based Upon the Public Assistance CAP – If the approved public assistance CAP is determined to be in compliance with the cost principles and produces an equitable distribution of costs, verify that the methods of charging costs to Federal awards are in accordance with the approved CAP and the provisions of the approval documents issued by HHS.  Detailed compliance tests may include:
(a)	Verifying that the cost allocation schedules, supporting documentation and allocation data are accurate and that the costs are allocated in compliance with the approved CAP.
(b)	Reconciling the allocation statistics of labor costs to employee compensation records (e.g., random moment sampling observation forms).
(c)	Reconciling the allocation statistics of non-labor costs to allocation data, (e.g., square footage or case counts).
(d)	Verifying direct charges to supporting documents (e.g., purchase orders).
(e)	Reconciling the costs to the Federal claims.




B. Allowable Costs/Cost Principles
 
[bookmark: _Toc464479884]Cost Principles for Nonprofit Organizations
If the federal program is an NPO, click here to pull up the 2016 OMB compliance supplement Allowable Costs/Cost Principles section.  This section can be completed as an addendum to the FACCR, saved within in your working papers and can the cross referenced section can also be added on this page.
Cross Reference to the NPO Allowable cost principles testing: _____________
(Source: 2016 OMB Supplement 3.2)


B. Allowable Costs/Cost Principles

[bookmark: _Toc464479885]Additional Program Specific Information
During Fy 15, ODE developed a new CCIP functionality designed to verify that there is a correct approved restricted indirect cost rate during the budget process.  When a budget revision is done, a budget error message will appear if the district’s budget for indirect costs under object code 800 without an approved indirect cost rate, or if the budgeted indirect costs exceed the approved rate.
(Source:  ODE CCIP Note #331 - https://ccip.ode.state.oh.us/documentlibrary/ViewDocument.aspx?DocumentKey=79206 ) 
The CCIP is a district level budgeting, planning and approval process.  Therefore, LEA’s are aggregating the uses of the various federal programs in the buildings up to the district level.  The ODE approves all activities to be conducted by the LEA via the CCIP.  In many cases, the budgeted expenditures reflected on the CCIP are at the district-wide-level; however, equal opportunities exist LEA’s to be expending on behalf of individual buildings.  
Time and Effort
Under 2 CFR 200.430 Time and Effort is now principles based and requires written policies establishing Time and Effort documentation and procedures. ODE approved a substitute system of time-and-effort reporting in their memo dated 3/17/2014:  2014-002-ODE-Time-and-Effort-Guidance-03-17-14.
(Source:  http://education.ohio.gov/Topics/Finance-and-Funding/Grants/Grants-Management-Online-Forms )
NOTE:  Per ODE Office of Grants Management, the substitute system of T&E reporting is effective for Fy 14, even though the memo was not dated until 3/17/2014.  The schools could submit their process/policy along with the teachers schedules from the beginning of Fy 14 for approval; and then in June 2014 have the certifications signed that the work performed was consistent with the approved schedule.
AOS Employees – Please refer to memo titled “School District Findings and Questioned Costs Related to Time & Effort Documentation”, issued 1/11/12, for guidance on whether to report questioned costs for certain situations.  If you need this memo, it may be requested by opening a ticket in Spiceworks and selecting “FACCR” as the specialty.

B. Allowable Costs/Cost Principles

[bookmark: _Toc464479886]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



B. Allowable Costs/Cost Principles

[bookmark: B__LIST_OF_SELECTED_ITEMS][bookmark: C___CASH_MANAGEMENT][bookmark: _Toc442267690][bookmark: _Toc464479887]C. CASH MANAGEMENT
[bookmark: _Toc442267691][bookmark: _Toc464479888]OMB Compliance Requirements
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.
Grants and Cooperative Agreements
All Non-Federal Entities
Non-Federal entities must establish written procedures to implement the requirements of 2 CFR section 200.305 (2 CFR section 200.302(b)(6)).
States
U. S. Department of the Treasury (Treasury) regulations at 31 CFR part 205 implement the Cash Management Improvement Act of 1990 (CMIA), as amended (Pub. L. No. 101-453; 31 USC 6501 et seq.). 
Non-Federal Entities Other Than States
Non-Federal entities must minimize the time elapsing between the transfer of funds from the U.S. Treasury or pass-through entity and disbursement by the non-Federal entity for direct program or project costs and the proportionate share of allowable indirect costs, whether the payment is made by electronic funds transfer, or issuance or redemption of checks, warrants, or payment by other means (2 CFR section 200.305(b)).
The following link provides for a further discussion on minimized elapsed time.  
To the extent available, the non-Federal entity must disburse funds available from program income (including repayments to a revolving fund), rebates, refunds, contract settlements, audit recoveries, and interest earned on such funds before requesting additional Federal cash draws (2 CFR section 200.305(b)(5)).
Except for interest exempt under the Indian Self-Determination and Education Assistance Act (23 USC 450), interest earned by non-Federal entities other than States on advances of Federal funds is required to be remitted annually to the U. S. Department of Health and Human Services, Payment Management System, P.O. Box 6021, Rockville, MD 20852.  Up to $500 per year may be kept for administrative expenses (2 CFR section 200.305(b)(9)).
Cost-Reimbursement Contracts under the Federal Acquisition Regulation 
Loans, Loan Guarantees, Interest Subsidies, and Insurance
Non-Federal entities must comply with applicable program requirements for payment under loans, loan guarantees, interest subsidies, and insurance.
Pass-through Entities
Pass-through entities must monitor cash drawdowns by their subrecipients to ensure that the time elapsing between the transfer of Federal funds to the subrecipient and their disbursement for program purposes is minimized as required by the applicable cash management requirements in the Federal award to the recipient (2 CFR section 200.305(b)(1)).
Source of Governing Requirements
The requirements for cash management are contained in 2 CFR sections 200.302(b)(6) and 200.305, 31 CFR part 205, 48 CFR sections 52.216-7(b) and 52.232-12, program legislation, Federal awarding agency regulations, and the terms and conditions of the Federal award.
(Source: 2016 OMB Supplement 3.2)
Agency Codification Adjustments/Exceptions:
· ED in 2 CFR 3474.5 may allow exceptions for classes of Federal awards or non-federal entities subject to the requirements of 2 CFR Part 200, however those will only be permitted in unusual circumstances and will only be published on the OMB website at www.whitehouse.gov/omb .  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.   However this list is only updated through 12/2014.  AOS auditors will need to reference our internal AOS evaluation process at the following link.
Availability of Other Information
Treasury’s Financial Management Service maintains a Cash Management Improvement Act web page (http://www.fms.treas.gov/cmia/).  Information about the Department of Health and Human Services Payment Management System and the Department of the Treasury’ Automated Standard Application for Payments is available at http://www.dpm.psc.gov/ and http://fms.treas.gov/asap/index.html, respectively.
(Source: 2016 OMB Supplement 3.2)
Note:  Violations of cash management rules alone generally should not result in a questioned cost unless the entity spent the interest earnings related to the excess grant cash balances on hand throughout the year (these monies would be payable back to the pass-through/federal agency).  Further, the interest earnings expended must exceed $25,000 in a single major program to be a questioned cost. 
(Source:  AOS CFAE)
Part 4 OMB Program Specific Requirements
There were no Part 4 OMB Program Specific Compliance Requirements noted for Cash Management.
[bookmark: _Toc464479889]Additional Program Specific Information
ODE has updated its cash management guidelines in 2016 to comply with Federal regulations. 
Advance funds may be requested in order to meet upcoming obligations that will be paid within five business days of receiving the advance funds. These guidelines are necessary to comply with the “Cash Management Act” and 2 CFR 200.305, which requires that the time lapsed between the receipt and disbursement of funds be minimized.  For a further discussion review the grants management guidance concerning cash management at the following link.
(Source: ODE Grant Guidance)
State of Ohio
The PCR prevents districts from entering more than 110% of the current approved budget amount.  ODE requires a project budget to be completed for each grant that a school district or other agency receives from the ODE.  For school districts, this budget sheet conforms to the Uniform School Accounting System (USAS) as required by Ohio Auditor of State and those laws and regulations that pertain to federal grants.  For other entities, the categories defined by ODE for reporting purposes are the same for school districts and non-school districts.
A completed project budget sheet must be submitted to, reviewed by and approved by the appropriate program office administering the project or grant prior to conducting any grant activities. For CCIP applications, the approved budget is maintained on the CCIP.  For paper applications, a copy of the approved budget is e-mailed to the Treasurer and/or the contact person designated by the grantee and a copy of the approved budget should be maintained with other important documents pertaining to this grant.  Additionally, entities may wish to forward a copy to the fiscal office to provide a complete audit trail.  Any revisions in the approved budget amounts must be requested in a proposed revised budget and submitted prior to incurring  obligations in excess of 10% of the current approved budget amounts.  Budget revision requests are submitted to, reviewed by and approved by the appropriate program office administering the project or grant.  All budget revisions must be submitted via the CCIP or in writing and on the appropriate budget form as ODE does not recognize verbal approvals of budgets or budget revisions.   The following link presents the ODE budget form instructions in greater detail.
(Source:  ODE Department of Education)  
Districts may submit multiple advance requests in a given month.  ODE requires written explanation for monthly cash advance requests. 
The CCIP will not allow school districts to attach supporting documentation once the PCR is submitted to ODE for approval.  Additionally, school districts can only upload ONE document per PCR.  If a document is attached to the PCR and the grantee uploads an attachment, the CCIP system will overwrite any previously attached files. 
The following link presents the ODE PCR instructions in greater detail see also the ODE PCR Attachment Functionality memo at  https://ccip.ode.state.oh.us/DocumentLibrary/ViewDocument.aspx?DocumentKey=78017 .
(Source: Ohio Department of Education)
Funds are to be expended within 5 business days of receipt.  Therefore, grantees should not draw down funds for encumbrances unless they will be paid within the designated timeframe. If a grantee does not expended all funds within this timeframe, this should be evaluated on a case-by-case basis to determine the reason for noncompliance.  NOTE:  It is incumbent upon the district to complete appropriate cash forecasting and determine the amount and timing of any requests.  PCRs submitted for the subsequent month cannot be generated until the 25th of the current month.  (i.e., The current month is April, a May’s request will not be generated by the grantee until 4/25.)
Note: Transferred funds- When program funds are transferred to another eligible program, cash drawdown requests must be submitted using the Transferability/Schoolwide Pool (SWP-T) project cash request.  When an LEA submits a SWP-T request, the CCIP system automatically calculates the dollar amount that should be paid from the affected grants and generates individual grant PCR’s accordingly.  For example, a grantee is participating in Schoolwide Pool (SWP) and has transferred all of the Title I, IIA, and IDEA-B allocation into the SWP. When the grantee submits a SWP cash request, the SWP request requires the grantee to report all SWP expenditures on one line.  No expenditures would be reported individually for Title I, IIA or IDEA-B.  However, when the SWP request is approved by the Office of Grants Management, the system will generate individual payments to be made from Title I, IIA, and IDEA-B. 
For the purpose of submitting PCRs, transferred funds have been moved back to their original funding source, and any funds budgeted using transferred funds have been moved back to their original funding source as well.  
For example, if the district has current allocation of $100,000 for Title I, and it chooses to move $50,000 from Title II-A into Title I, the Adjusted Allocation for Title I becomes $150,000. In the PCR however, the allocation remains $100,000, and any funds that were budgeted toward Title I are proportionally moved back to Title II-A. In this case, If all $150,000 was budgeted for Title I, the actual budget for the purpose of submitting a PCR for Title I is $100,000 (2/3), and the remaining $50,000 (1/3) that was budgeted out of Title II-A is added to the budget amount for Title II-A.  The PCR prevents a grantee from drawing down more than the amount of their original allocation for each grant prior to the transfers being completed.  So in this example, even though the adjusted allocation for Title I is $150,000, no more than $100,000 can be paid from the Title I grant.  Furthermore, if the grantee reported $15,000 in Title I expenses, the system will automatically calculate the portion of these expenses that are attributed to and should be paid from Title IIA.  
Once the funds are received by the grantee, funds must be receipted to their original funding source.  For example, a grantee participating in SWP could use fund 598 to track all expenses.  Payments generated from grants included in the SWP, such as Title I and Title IIA, must be receipted to their original funding source of 572 and 590, respectively.  The grantee would subsequently transfer these individual payments into fund 598 to balance the fund.  
Because the PCR system must inherently assume honest reporting by a local entity, the mere fact that the cash request was approved by ODE does not release the local entity from liability for compliance with the Cash Management Act.  Steps are taken by ODE to ensure compliance but the local entity must provide accurate and complete information to make solid judgments about cash management.
See Additional Cash Management Guidance in the 2015-004 Cash Management Guidance
(Source: Ohio Department of Education Office of Federal and State Grants Management)
Due to ODE year end shut down, Districts could not submit PCRs between June 15, 2016 through July 1, 2016. Therefore, ODE allowed Districts to draw down advanced funds to cover obligations through July 15, 2016. All requested funds to cover obligations during the shutdown were required to be spent as indicated on the PCR and the 5-day liquidation period was waived. 
[bookmark: _GoBack](Source: CCIP Note# 361 and ODE Office of Grants Management) 
Note:  Auditors should keep in mind that the 5 day liquidation period is an ODE imposed requirement to help sub-recipients meet the cash management provision in 2 CFR 200.305 which states, “Advance payments to a non-Federal entity must be limited to the minimum amounts needed and be timed to be in accordance with the actual, immediate cash requirements of the non-Federal entity in carrying out the purpose of the approved program or project. The timing and amount of advance payments must be as close as is administratively feasible to the actual disbursements by the non-Federal entity for direct program or project costs and the proportionate share of any allowable indirect costs”.  If violations of the five day period are noted in tests, auditors will need to evaluate against the federal requirement for determining if the exception rises to a report level finding (for example, if your only exceptions noted were cash draws exceeding the 5 day liquidation period by a few days, in most cases that would only be reported in the management letter).
Note: In many cases a program may be both reimbursement and advance funded. Many entities request reimbursement for deficit balances in addition to requesting advanced funds for immediate cash flow needs. Auditors should be aware that there are separate testing steps for both reimbursement and advance funding cash draws. 
(Source: CFAE)

C. Cash Management

[bookmark: _Toc442267692][bookmark: _Toc464479890]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):






C. Cash Management

[bookmark: _Toc442267693][bookmark: _Toc464479891]Suggested Audit Procedures – Compliance (Substantive Tests)
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Note:  The following procedures are intended to be applied to each program determined to be major.  However, due to the nature of cash management and the system of cash management in place in a particular entity, it may be appropriate and more efficient to perform these procedures for all programs collectively rather than separately for each program.

This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  


	Grants and cooperative agreements to non-Federal entities other than States
1.	Review trial balances related to Federal funds for unearned revenue.  If unearned revenue balances are identified, consider if such balances are consistent with the requirement to minimize the time between drawing and disbursing Federal funds. 
2.	Select a sample of advance payments and verify that the non-Federal entity minimized the time elapsing between the transfer of funds from the U.S. Treasury or pass-through entity and disbursement by the non-Federal entity. If necessary, budget revisions (by object level codes) were approved by ODE prior to incurring costs in excess of originally approved budget amounts.
3.	When non-Federal entities are funded under the reimbursement method, select a sample of transfers of funds from the U.S. Treasury or pass-through entity and trace to supporting documentation and ascertain if the entity paid for the costs for which reimbursement was requested prior to the date of the reimbursement request (2 CFR section 200.305(b)(3)). 
4.	When a program receives program income (including repayments to a revolving fund), rebates, refunds, contract settlements, audit recoveries, or interest earned on such funds; perform tests to ascertain if these funds were disbursed before requesting additional Federal cash draws (2 CFR section 200.305(b)(5)).
5.	Review records to determine if interest in excess of $500 per year was earned on Federal cash draws.  If so,  determine if it was remitted annually to the Department of Health and Human Services, Payment Management System (2 CFR section 200.305(b)(9)). 
Cost-reimbursement contracts under the Federal Acquisition Regulation 
6.	Perform tests to ascertain if the non-Federal entity requesting reimbursement (a) disbursed funds prior to the date of the request, or (b) meets the conditions allowing for the request for costs incurred, but not necessarily paid for, i.e., ordinarily within 30 days of the request (48 CFR section 52.216-7(b)).  
Loans, Loan Guarantees, Interest Subsidies, and Insurance
7.	Perform tests to ascertain if the non-Federal entity complied with applicable program requirements.
All Pass-Through Entities
8.	For those programs where a pass-through entity passes Federal funds through to subrecipients, select a representative sample of subrecipient payments and ascertain if the pass-through entity implemented procedures to ensure that the time elapsing between the transfer of Federal funds to the subrecipient and the disbursement of such funds for program purposes by the subrecipient was minimized (2 CFR section 200.305(b)(1)).



C. Cash Management

[bookmark: _Toc438816465][bookmark: _Toc442267694][bookmark: _Toc464479892]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________





C. Cash Management

[bookmark: _Toc464479893][bookmark: _Toc442267695]E.  ELIGIBILITY – Not Applicable 
Not Applicable 
· Eligibility for Individuals – Not Applicable
· Eligibility for Group of Individuals or Area of Service Delivery – Not Applicable
· Eligibility for Subrecipients – This requirement is generally only applicable to SEA’s and not LEA’s.  However, LEA’s auditors should review the terms and conditions of their grant agreement and test appropriate Eligibility requirements, if they apply.
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
E. Eligibility

[bookmark: _Toc464479894][bookmark: _Toc442267696]F.  EQUIPMENT AND REAL PROPERTY MANAGEMENT – Not Applicable 
Per 2016 OMB Compliance Supplement Part 2
F. Equipment and Real Property Management

[bookmark: _Toc464479895][bookmark: _Toc442267697]G.  MATCHING, LEVEL OF EFFORT, EARMARKING
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.
[bookmark: _Toc464479896]OMB Compliance Requirements
The specific requirements for matching, level of effort, and earmarking are unique to each Federal program and are found in the statutes, regulations, and the terms and conditions of awards pertaining to the program.  For programs listed in this Supplement, these specific requirements are in Part 4, “Agency Program Requirements,” or Part 5, “Clusters of Programs,” as applicable.
However, for matching, 2 CFR section 200.306 provides detailed criteria for acceptable costs and contributions.  The following is a list of the basic criteria for acceptable matching:
-	Are verifiable from the non-Federal entity’s records;
-	Are not included as contributions for any other Federal award;
-	Are necessary and reasonable for accomplishment of project or program objectives; 
-	Are allowed under 2 CFR part 200, subpart E (Cost Principles);
-	Are not paid by the Federal Government under another award, except where the Federal statute authorizing a program specifically provides that Federal funds made available for such program can be applied to matching or cost sharing requirements of other Federal programs;
-	Are provided for in the approved budget when required by the Federal awarding agency; and
-	Conform to other provisions of this part, as applicable.
“Matching,” “level of effort,” and “earmarking” are defined as follows:
1.	Matching or cost sharing includes requirements to provide contributions (usually non-Federal) of a specified amount or percentage to match Federal awards.  Matching may be in the form of allowable costs incurred or in-kind contributions (including third-party in-kind contributions).
2.	Level of effort includes requirements for (a) a specified level of service to be provided from period to period, (b) a specified level of expenditures from non-Federal or Federal sources for specified activities to be maintained from period to period, and (c) Federal funds to supplement and not supplant non-Federal funding of services.
3.	Earmarking includes requirements that specify the minimum and/or maximum amount or percentage of the program’s funding that must/may be used for specified activities, including funds provided to subrecipients.  Earmarking may also be specified in relation to the types of participants covered.  
Source of Governing Requirements
The requirements for matching are contained in 2 CFR section 200.306, program legislation, Federal awarding agency regulations, and the terms and conditions of the award.  The requirements for level of effort and earmarking are contained in program legislation, Federal awarding agency regulations, and the terms and conditions of the award.
(Source: 2016 OMB Supplement 3.2)
Agency Codification Adjustments/Exceptions:
· ED in 2 CFR 3474.5 may allow exceptions for classes of Federal awards or non-federal entities subject to the requirements of 2 CFR Part 200, however those will only be permitted in unusual circumstances and will only be published on the OMB website at www.whitehouse.gov/omb .  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.   However this list is only updated through 12/2014.  AOS auditors will need to reference our internal AOS evaluation process at the following link.
Part 4 OMB  Program Specific Requirements
US Department of Education Cross Cutting and Program Specific Information: 
1.	Matching – Not applicable 
2.1	Level of Effort – Maintenance of Effort (LEAs)
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); 21st CCLC (84.287); Title III, Part A (84.365); and Title II, Part A (84.367).
As described in II, “Program Procedures – General and Program-Specific Cross- Cutting Requirements,” this requirement is a general cross-cutting requirement that need only be tested once to cover all major programs to which it applies.
An LEA may receive funds under an applicable program only if the SEA finds that the combined fiscal effort per student or the aggregate expenditures of the LEA from State and local funds for free public education for the preceding year was not less than 90 percent of the combined fiscal effort or aggregate expenditures for the second preceding year, unless specifically waived by ED.
An LEA’s expenditures from State and local funds for free public education include expenditures for administration, instruction, attendance and health services, pupil transportation services, operation and maintenance of plant, fixed charges, and net expenditures to cover deficits for food services and student body activities.  They do not include the following expenditures:  (a) any expenditures for community services, capital outlay, debt service and supplementary expenses as a result of a Presidentially declared disaster and (b) any expenditures made from funds provided by the Federal Government.
If an LEA fails to maintain fiscal effort, the SEA must reduce the amount of the allocation of funds under an applicable program in any fiscal year in the exact proportion by which the LEA fails to maintain effort by falling below 90 percent of both the combined fiscal effort per student and aggregate expenditures (using the measure most favorable to the LEA) (Section 9521 of ESEA (20 USC 7901); 34 CFR section 299.5).
In some States, the SEA prepares the calculation from information provided by the LEA.  In other States, the LEAs prepare their own calculation.  The suggested audit procedures for compliance contained in Part 3G for “Level of Effort – Maintenance of Effort” should be adapted to fit the circumstances.  For example, if auditing the LEA and the LEA does the calculations, the auditor should perform steps a., b., and c.  If auditing the LEA and the SEA does the calculation, the auditor should perform step c for the amounts reported to the SEA.  If auditing the SEA and the SEA performs the calculation, the auditor should perform steps a. and b. and amend step c to trace amounts to the LEA reports.  If auditing the SEA and the LEA performs the calculation, the auditor should perform step a. and, if the requirement was not met, determine if the funding was reduced appropriately.
In calculating the amount of Title II, Part A funds that an LEA must reserve for equitable services (see II, “Program Procedures”) to teachers and other staff in private schools, an LEA must consider the relative numbers and needs of public and private school students.  In doing so, an LEA may calculate the amount of Title II, Part A funds to be made available for equitable services on a per-pupil basis, considering only the relative enrollment of public and private school students, on the assumption that these numbers also accurately reflect the relative needs of students and teachers in public and private schools.  An LEA also may use other factors relating to need and not base equal expenditures only on relative enrollments, although it may not use relative poverty of the students alone as a factor.  For more information on this calculation, see Question G-2 of Non- Regulatory Guidance: Improving Teacher Quality State Grants ESEA Title II, Part A.

In addition, an LEA’s calculations of the amount of Title II, Part A funds it must reserve for equitable services takes into consideration only the amount of the award that is used to provide professional development for public school teachers and staff.  However, the amount that an LEA reserves for professional development of private school teachers and other staff under Title II, Part A must not be less than the aggregate amount of FY 2001 funds that the LEA used for professional development under the former Eisenhower Professional Development program and Class-Size Reduction program (Hold Harmless FY 2001).  The amount reserved for equitable services must be the higher of the two amounts, i.e., the higher of the Hold Harmless FY 2001 funds or the amount currently being used for professional development for public school teachers and staff (Section 9501(a) and (b)(3)(B) of ESEA (20 USC 7881(a) and (b)(3)); 34
CFR section 299.7).  For information about how ESEA flexibility affects equitable services, see Question B-22a in ESEA Flexibility: Frequently Asked Questions.
2.2	Level of Effort – Supplement Not Supplant (LEAs)
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366); and Title II, Part A (84.367).
General –An SEA and LEA may use program funds only to supplement and, to the extent practical, increase the level of funds that would, in the absence of the Federal funds, be made available from non-Federal sources for the education of participating students.  In no case may an LEA use Federal program funds to supplant funds from non-Federal sources (Title I, Part A, Section 1120A(b) of ESEA (20 USC 6321(b)); MEP, Section 1304(c)(2) of ESEA (20 USC 6394(c)(2)); 21st CLCC, Section 4204(b)(2)(G) of ESEA (20 USC 7174(b)(2)(G)); Title V, Part A, Section 5144 of ESEA (20 USC 7217c); Ed Tech, Section 2413(b)(6) of ESEA (20 USC 6763(b)(6)); Title III, Part A, Section 3115(g) (20 USC 6825(g)); MSP, Section 2202(a)(4) of ESEA (20 USC 6662(a)(4)); and Title II, Part A, Sections 2113(f) and 2123(b) of ESEA (20 USC 6613(f) and 6623(b))).
Except as noted under Schoolwide Programs below with respect to Title I, Part A funds or other Federal funds that are consolidated with State and local funds, in the following instances, it is presumed that supplanting has occurred:
a. The SEA or LEA used Federal funds to provide services that the SEA or LEA was required to make available under other Federal, State or local laws.  (See note below, ESEA Flexibility, regarding this presumption and ESEA flexibility.)
b. The SEA or LEA used Federal funds to provide services that the SEA or LEA provided with non-Federal funds in the prior year.
c. The SEA or LEA used Title I, Part A or MEP funds to provide services for participating children that the SEA or LEA provided with non-Federal funds for nonparticipating children.
These presumptions are rebuttable if the SEA or LEA can demonstrate that it would not have provided the services in question with non-Federal funds had the Federal funds not been available.
Schoolwide Programs – In a Title I schoolwide program, a school is not required to use Title I, Part A funds to provide supplemental services to identified children. In other words, a Title I school operating a schoolwide program does not have to (1) show that Title I, Part A funds used within the school are paying for additional services that would not otherwise be provided; or (2) demonstrate that Title I, Part A funds are used only for specific target populations (Title I, Part A, Section 1114(a)(2)(A) of ESEA (20 USC 6314(a)(2)(A)); 34 CFR section 200.25(c)). Similarly, if a school operating a schoolwide program consolidates other Federal funds with State and local funds, the school is exempt from meeting most statutory or regulatory provisions of each consolidated program and from maintaining separate fiscal accounting records that identify specific activities supported by each program if the school meets the intent and purposes of each program.  Under these circumstances, the school may meet the supplement not supplant requirement in Section 1114(a)(2)(B) of the ESEA for a school operating a schoolwide program (Title I, Part A, Section 1114(a)(3) (20 USC 6314(a)(3)); 34 CFR section 200.29).
The supplement not supplant requirement in Section 1114(a)(2)(B) of the ESEA (20 USC 6314(a)(2)(B)) applies to a Title I school operating a schoolwide program.  In order for the school to spend Title I, Part A funds and other Federal funds that it consolidates with State and local funds, the LEA must provide the school all of the non-Federal funds it would otherwise have received from the LEA if it were not operating a schoolwide program, including those funds necessary to provide the basic education program for all students and services required by law for children with disabilities and children with limited English proficiency (Title I, Part A, Section 1114(a)(2)(B) of ESEA (20 USC 6314(a)(2)(B)); 34 CFR section 200.25(d)).  Accordingly, the presumptions that supplanting has occurred listed above do not apply with respect to Title I, Part A funds or other Federal funds that are consolidated with State and local funds in a Title I school operating a schoolwide program.
Title I, Part A and MEP – An SEA and LEA may exclude from determinations of compliance with the supplement not supplant requirement supplemental State or local funds spent in any school attendance area or school for programs that meet the intent and purposes of Title I, Part A or the MEP, respectively, as identified in Title I of ESEA (Sections 1120A(d) and 1304(c)(2) of ESEA (20 USC 6321(d) and 6394(c)(2)); 34 CFR sections 200.79 and 200.88).
Title III, Part A – An SEA or LEA may only use funds under Title III, Part A to supplement the level of Federal, State and local public funds that, in the absence of the Title III funds, would have been provided for programs for limited English proficient children and immigrant children and youth (Section 3115(g) of ESEA (20 USC 6825(g))).
ESEA Flexibility – A State that has received ESEA flexibility may have enacted laws or promulgated regulations, or incorporated existing laws and regulations, modified as necessary, to meet the principles of ESEA flexibility in its approved request.  Because these State laws and regulations are critical to implementing the SEA’s request, ED presumes that State laws or regulations an SEA has incorporated into its ESEA flexibility request stem from that request and would not have been required, at least in precisely that form.  Thus, an SEA or LEA that uses Federal funds subject to a supplement not supplant requirement to implement elements of the SEA’s flexibility request that is required by State law or regulation would not violate the “required by law” presumption of supplanting in paragraph 2.2.a, above (see ESEA Flexibility Frequently Asked Questions, Question A-18).
3.	Earmarking
b.	Transferability (LEAs)
ESEA programs in this Supplement to which this section applies are: 21st CCLC (84.287) and Title II, Part A (84.367).
Except as noted in III.A.3, above, regarding ESEA flexibility, SEAs may transfer up to 50 percent of each fiscal year’s base of non-administrative funds allocated for State-level activities from one or more of the listed applicable programs to one or more of the other listed applicable programs, or to Title I, Part A (CFDA 84.010).  Except for 21st CCLC (CFDA 84.287), LEAs not identified for improvement or corrective action under Section 1116 of the ESEA may also transfer up to 50 percent of each fiscal year’s funds from one or more of the listed applicable programs to another listed applicable program, or to Title I, Part A.  LEAs identified for improvement may transfer up to 30 percent of their allocation base.  LEAs identified for corrective action may not transfer funds (Sections 6123(a) and (b) of ESEA (20 USC 7305b(a) and (b))).
The allocation base for a program for a fiscal year equals that fiscal year’s original funding plus funds transferred into the program for that fiscal year.  Funds may be transferred during a fiscal year’s carryover period, as long as the total amount transferred from the fiscal year’s allocation base does not exceed the maximum percentage.  Funds must be transferred to the receiving program’s allocation for the same fiscal year that the funds were allocated to the transferring program (Sections 6123(a) and (b) of ESEA (20 USC 7305b(a) and (b))).
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education Cross-Cutting Section and CFDA 84.367 Improving Teacher Quality State Grants)
[bookmark: _Toc464479897]Additional Program Specific Information
Maintenance of Effort – Overview of ODE MOE Procedures:
In Ohio, the SEA prepares the calculation from information provided by the LEA through EMIS.  Auditors do not need to request copies of ODE’s maintenance of effort calculations for local school districts.  LEA auditors only need to perform limited tests over LEA maintenance of effort reports submitted to ODE.
A Local Educational Agency (LEA) may receive its full allocation of Title I, Part A, 21st Century Community Learning Centers, and Improving Teacher Quality State Grants funds for any fiscal year only if the State educational agency (SEA) determines that the LEA has maintained its fiscal effort in accordance with section 9521 of the Elementary and Secondary Education Act.  The full list of grants (both active and inactive) for which this narrative applies includes the following:
· Title I, Part A 
· Title I, Part B, Subpart 3, Even Start;
· Title I, Part D, Prevention and Intervention Programs for Children and Youth who are Neglected, Delinquent, or At-Risk;
· Title I, Part F, Comprehensive School Reform; 
· Title II, Part A, Improving Teacher Quality State Grants;
· Title II, Part D, Educational Technology State Grants;
· Title III, Part A, English Acquisition State Grants; 
· Title IV, Part A, Safe and Drug-Free Schools and Communities; 
· Title IV, Part B, 21st Century Learning Centers; and
· Title VI, Part B, Subpart 2, Rural Education.
Section 9521 provides that an LEA may receive funds under Title I, Part A and 21st Century for any fiscal year only if the SEA finds that either the combined fiscal effort per student or the aggregate expenditures of the LEA and the State with respect to the provision of free public education by the LEA for the preceding fiscal year was not less than 90 percent of the combined fiscal effort or aggregate expenditures for the second preceding fiscal year.
The Office of Federal Programs (OFP) uses the final EMIS Student Reporting Period S (student FTE data) and EMIS Period H (fiscal) data reported by LEAs for the MOE determination.  
The OFP receives data from data mangers to determine which LEAs did not meet MOE. Included in aggregate expenditures are state and local funds for free public education (administration, instruction, attendance and health services, pupil transportation services, operation and maintenance of plant, fixed charges, and net expenditures to cover deficits for food services and student body activities). Expenditures for community services, capital outlay, debt service, or supplemental expenses made as a result of a presidentially declared disaster are not included in the determination. In addition, any expenditure made from funds provided by the Federal government is excluded from the determination.
Aggregate expenditures consist of expenditures reported by LEAs under funds 001 and 016 into EMIS aggregated into the expenditure per pupil categories.  
Maintenance of Effort – Specific Procedures:
The OFP monitors whether LEAs meet MOE requirements.  For LEAs that do not meet MOE requirements and do not receive a waiver from the U.S. Department of Education, their allocations will be reduced in the next state fiscal year.
After the EMIS Reporting Period closes, the year-end reporting is finalized.  The EMIS data is then loaded into a web-based system, which calculates MOE and is available to all LEAs under the Comprehensive Continuous Improvement Plan (CCIP). The system calculates MOE using two methods – per pupil expenditures and aggregate expenditures.  Additionally, in determining maintenance of effort for the fiscal year immediately following the fiscal year in which an LEA failed to maintain effort, ODE considered an LEA's expenditures in the year the failure occurred to be no less than 90 percent of the 90 percent of the expenditures for the third preceding year.
The OFP has an MOE team, consisting of: Elena Sanders, Assistant Director/MOE Designee, James Lansden, Kelsey Holt, and Nannette Sherman.  The OFP MOE team reviews all LEA’s missing data elements used in determining Maintenance of Effort that were not reported to ODE.  
· LEA closed in the current fiscal year – calculation is performed, but no action is taken if LEA failed MOE of has missing data elements. 
· LEA uses SW pool – LEAs are asked to enter the percentage of state and local funds share in the fund 598.
· LEA has erroneous, missing or incorrectly reported FTE – the reasons are investigated within the ODE and then with the LEA. The reasons are discussed in the ODE leadership and stakeholder meeting and decisions are made on how this is addressed. The group decision is documented by entering the note in the MOE system and the student FTE for a year in question is entered into the MOE system. The new calculation is performed.
· LEA has missing financial data – the reasons are investigated within the ODE. LEA is contacted and given an opportunity to use Agreed Upon Procedures to submit the financial data that will be used for the MOE calculations. After the report is submitted, it is reviewed by a designee (school finance area coordinator) and opinion is issued if the report complied with the procedures. When this confirmation is received – it is documented by entering the note in the MOE system and the financial data for a year in question is entered into the MOE system. The new calculation is performed.
· LEA has erroneously reported financial data. This situation is usually reported by the LEA after it was contacted by OFP notifying that the LEA failed MOE. The LEA is given technical assistance regarding the requirement and what data is being used for the calculation. The LEA investigates the reasons for the incorrectly reported data. Once the specifics are identified, the LEA submits the explanation with supporting documentation. This information is reviewed by a designee (school finance area coordinator) and opinion is issued if the explanation and supporting documentation would warrant data update. When this confirmation is received – it is documented by entering the note in the MOE system, uploading the supporting documentation into the system and the financial data for a year in question is entered into the MOE system. The new calculation is performed. 
· Four state supported organizations (Ohio School for the Blind (OSB), Ohio School for the Deaf (OSD), Ohio Central School System (OCSS) and Buckeye United School District), who do not report financial data directly into EMIS, provide expenditure data to OFP and the MOE team enters this data into MOE system.
Entities that do not report their data into EMIS and do not have the consolidated application are not subject to MOE requirements and not monitored by Elena Sanders, Assistant Director/OFP MOE Designee.  This includes closed LEAs, LEAs that are not recipients of the specific grants monitored, and Community Based Organizations (CBOs).  (Note: Entities that can receive 21st Century Community Learning Center funds include Local Educational Agencies (LEA) and CBOs.  CBOs are considered non-LEA entities and not subject to Maintenance of Effort requirements.)
After the initial MOE determination is made, the LEAs that did not meet the current MOE requirement are notified by the OFP, as evidenced by an e-mail sent from the MOE system. (E-mails are sent to the LEA’s Superintendent, Treasurer, and CCIP contact). Information provided includes directions on how to request a waiver and where to direct the request.
LEAs have to request a MOE waiver every year that they do not meet the maintenance of effort requirement.  The LEAs can submit information and request a waiver directly in the MOE application, and then ODE requests the waiver from USDoE on the LEAs behalf.  
The USDoE provides ODE with an Excel spreadsheet to complete for the LEAs not meeting MOE requirements.  For any LEAs requesting a waiver, the OFP provides each LEA’s expenditures, revenue and the LEA explanations in the spreadsheet.  Once completed, the spreadsheet is sent to the USDoE.
The Secretary may waive the MOE requirement if it is determined that such a waiver would be equitable due to—
· Exceptional or uncontrollable circumstances such as a natural disaster; or 
· A precipitous decline in the financial resources of the LEA.  [Section 9521(c)]
If additional information is needed USDoE requests the ODE, OFP MOE designee to clarify, verify or obtain additional information from LEA.
After the OFP receives USDoE response regarding the waivers, Elena Sanders, Assistant Director/MOE Designee, enters a copy of the letter to all LEAs that have received an approval of their request in the documents tab of the MOE application.  For LEAs that did not receive a waiver or did not request one from USDoE, Elena Sanders, Assistant Director/MOE Designee, enters a note in the appropriate state fiscal year CCIP application History Log to notify them that their allocations are to be reduced (by the method most favorable for LEA) percentage by which LEA did not meet MOE. LEAs allocations are reduced by the percentage most favorable to the LEAs in the appropriate year of the CCIP consolidated application for grants covered by this requirement.
Note:  Clarification on MOE calculation and tests:
· Fy 2016 allocations are affected by the MOE calculation performed in Fy 2015
· Fy 2015 MOE calculations (performed in FY15) compare Fy 2014 to Fy 2013
· Therefore for Fy 2016, we will test Fy 2014 information when performing the applicable steps.
OFP usually reduces first time allocations in July of the subsequent fiscal year. Once the reallocation process is complete, OFP adjusts the MOE reductions again in March of the following calendar year if needed.
(Sources:
· Elena Sanders, ODE Education Consultant & MOE Designee, Office of Federal Programs 
· Roger Holbrook, ODE ITO Information Policy and Management (EMIS) 
· AOS State Single Audit, ODE, Project No. 31A36FRAN-FA113, July 1, 2012 through June 30, 2013; 
· Regulatory:  ODE EMIS Manual, Sections 1, 2, and 6 (available at: http://education.ohio.gov/Topics/Data/EMIS/EMIS-Documentation/Current-EMIS-Manual ). 
· Regulatory:  ODE CCIP Maintenance of Effort guidance, Revised as of October 28, 2010 (available at: https://ccip.ode.state.oh.us/DocumentLibrary/ViewDocument.aspx?DocumentKey=1040 ) )
See ODE’s Expenditure Amounts by Category (Period H) Manual at http://education.ohio.gov/getattachment/Topics/Data/EMIS/EMIS-Documentation/FY16-EMIS-Validation-and-Report-Explanation-Docume/Expnd_Amt_by_Cat_Report_Explanation-v2.pdf.aspx 
The CCIP submitted to ODE should not be confused with the school-wide plan.  The CCIP is a district level budgeting, planning and approval process.  Therefore, LEA’s are aggregating the uses of the various federal programs in the buildings up to the district level.  The ODE approves all activities to be conducted by the LEA via the CCIP.  In many cases, the budgeted expenditures reflected on the CCIP are at the district-wide-level; however, equal opportunities exist LEA’s to be expending on behalf of individual buildings.  
Almost all the complexity associated with the accounting for school-wide programs lies at the district-level accounting.  It is easy to account for revenues and expenditures at the building level (only one budget and one revenue code is needed) and at the state level (the LEA must follow the business rules).  At the district level, however, it is very complex, especially if there is a combination of co-mingled school-wide programs, non-commingled school-wide programs, targeted assistance buildings and non-title I buildings (which also participate in all the other titles and in IDEA).  Co-mingling state, federal and local funds- permitted at the school-wide building level as long as the building/LEA can demonstrate that they have met the intent and purpose of all contributing federal programs.
An LEA can budget for many grants tracked as one fund at the building level.  However, the LEA would also need to create a pool of funds at the district level that would combine the participating program funds.  Reasonably, there would need to be a pool for each building.  The LEA can make decisions about how much of each Title program is to be distributed and available for each of the buildings.  
The “business rule” was created by ODE as a means of providing the flexibility described in the law under transfer of funds.  The rule also allows the same degree of flexibility in a school-wide program while providing a rational basis for determining and reporting carryover and the expenditure of funds.  The business rule essentially states that all expenditures are in the exact proportion as the revenue.  If a program contributes 41% to the pool, then that program pays 41% of each expenditure from the pool.  This is different from taking money for the first quarter from a title I program and then switching to another program in the 2nd quarter.  For personnel, this eliminates the requirement for time and effort logs, as this is a single cost objective under OMB Circular A-87 (codified in 2 CFR Part 225) (2 CFR part 225).  It meets the requirement of the law which allows LEA’s to not track individual program expenditures but allows them to make a definite and precise determination of how many of each program's funds have been expended.  However, any school-wide program would need to have the appropriate documentation that they have conducted the approved activity.  
Since each program is approved separately, but expended as one program, there is no change in the FER.  There is a difference, however, in how you request funds via the PCR and how you determine the prorated expenditure.  The FER already accounts for two or more funds.  Based on the funds transferred, the FER already follows the business rule for transferred funds.  It unbundles the reported expenditures and calculates the prorated amounts.  Therefore, the ability to file an accurate FER can be done by using the same set of business rules used for transferred funds.  Expenditures are equally distributed across all contributing programs in the same proportion as the program contribution. All expenses are paid from the pool and the determination of what fund is used is a simple proration calculation. For the FER and PCR, all expenditures should be prorated and then request or report funds based on that prorated amount.  Therefore, if title I constitutes 29% and special ed. constitutes 22% of the building revenue, they are automatically 29% and 22% respectively of the expenditures. 
Suggestions for Determining that, in the Absence of Federal Program Funds, Services Would Have Been Eliminated:
Determining when supplanting has or has not occurred – i.e., whether in the absence of Federal program funding, a State agency or school district would have continued to provide services with State and local funds – will depend on assessment of the individual facts and circumstances of each situation.  This assessment, in turn, will depend upon a review of the available State agency or district records.  There is no precise formula for determining what kinds of records will overcome a presumption of supplanting, or otherwise demonstrate that Federal funds were used in a supplemental manner.  However, there are some procedures which can be performed to help determine whether supplanting may have occurred.
In particular, a school district that believes it could not maintain services previously paid with State or local funds had Federal program funds not been available should:
1.	Be able to demonstrate a decrease of State and local funds from the prior year and the maintenance or increase in standard operating costs (e.g., salaries, benefits, supplies, etc.) from the prior year; 
OR
2.	Be able to demonstrate that – 
· Any increase in State and local funds is less than increases on the standard operating costs; AND 
· State and local funds have not been redirected to a new activity.
	AND be able to document that – 
· The Board of Education is on record as deciding to eliminate the activity under question unless a new source of funds is made available from non-State and non-local funds (in the absence of State and local funds); AND 
The activities to be funded under a particular Federal program are clearly consistent with the purposes of that program.
For guidance in the CCIP document library which addresses this (https://ccip.ode.state.oh.us/DocumentLibrary/ViewDocument.aspx?DocumentKey=1043 ) 
(Source: Ohio Department of Education Office of Federal and State Grants Management)
A presumption of supplanting exists in situations where a treasurer is awarded a supplemental contract to manage Federal and state funds within a school district.  Additionally, this same prohibition is present for direct charges to a Federal grant for a portion of the treasurer’s salary.  (See Section A “Unallowable Activities” for further information)
(Source:  http://education.ohio.gov/getattachment/Topics/Finance-and-Funding/State-Funding-For-Schools/Career-Technical-Funding/Grants-Management-Guidance/Supplemental-Contracts.pdf.aspx )
The United States Department of Education issued several letters containing important guidance on the use of Elementary and Secondary Education Act (ESEA) and Individuals with Disabilities Education Act (IDEA) funds to support various activities and initiatives. 
CCIP note #312   https://ccip.ode.state.oh.us/DocumentLibrary/ViewDocument.aspx?DocumentKey=78735  
CCIP note #325   https://ccip.ode.state.oh.us/DocumentLibrary/ViewDocument.aspx?DocumentKey=79041 
CCIP note #350   https://ccip.ode.state.oh.us/DocumentLibrary/ViewDocument.aspx?DocumentKey=79648 
(Source: Ohio Department of Education Office of Federal and State Grants Management)
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[bookmark: _Toc464479898]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):






[bookmark: _Toc464479899]Suggested Audit Procedures – Compliance
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	
This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  

The highlighted Suggested Audit Procedures are steps required by pass through agency, the Ohio Department of Education. 


	
1.	Matching – Not Applciable 
2.1	Level of Effort – Maintenance of Effort
The Ohio Department of Education performs the maintenance of effort calculation for all LEA’s.  Auditors do not need to request copies of maintenance of effort computations for local school districts from ODE.  LEA auditors need only test step c below to gain assurances over the amounts reported to ODE. Steps a, b, and d from the 2015 requirements in the OMB Compliance Supplement have been omitted from this FACCR.    
Note:  Clarification on MOE calculation and tests:
•	FY 2016 allocations are affected by the MOE calculation performed in FY 2015
•	FY 2015 MOE calculations compare FY 2014 to FY 2013
•	Therefore for FY 2016, we will test FY 2014 information when performing the applicable steps.
c.	Perform procedures to verify that the amounts used in the computation were derived from the books and records from which the audited financial statements were prepared. The procedures below have been designed to assist LEA auditors testing this step at the LEA level.  The information below explains how to test certain EMIS report submissions for accuracy and completeness to satisfy this substantive step.
Maintenance of Effort – LEA Annual ADM Substantive Testing Procedures:
ODE Office of Federal Programs (OFP) the final EMIS Student Reporting Period S (student FTE data) and EMIS Financial Period H (Expenditure Per Pupil Categories - EPP) data reported by LEAs to perform the MOE computation.  This computation is tested during the State’s annual single audit.  Auditors should not request this computation from ODE for LEA MOE testing.  Instead, LEA auditors need only verify the amounts LEAs submit through EMIS to ODE for the MOE computation are accurate and complete based on the underlying books and records.  LEA auditors should perform the steps that follow for Annual ADM and Financial Expenditure Reports.
IMPORTANT NOTES: 
There are two types of reports auditors use to test Annual ADM:  (1) Yearend Period N (Annual) ADM Reports available from the Secure Data Center (SDC), or (2) Financial (Expenditure Per Pupil Categories - EPP) Reports for Period H available in EMIS (Fy13 and forward the report the LEAs should pull is TXT_20XXH_FIN_EXPND_AMT_BY_CAT. General Expenditure amount was used for MOE calculations.).  The reporting period for SDC Period N reports is from early May through mid-July.  The reporting period for EPP Period H reports is from the first of July through the end of September.  The Annual ADM information collected during the Yearend (Period N) reporting period is final by the end of July.  Although Period H reports also include Annual ADM, Period H reports are not final until October.  Therefore, Period N SDC reports will usually be available for audit sooner than Period H EPP reports.
Unlike the October ADM count week (which represents a snapshot of student attendance for only one week during the fiscal year, Yearend Period N reports include student data elements for the entire fiscal year.  Therefore, auditors cannot rely on our testing of the Period K ADM count week for Ohio Compliance Supplement, Chapter 6 requirements for MOE purposes.  
Joint Vocational Schools (JVS) and Educational Service Centers (ESCs) report their own Enrollment/ADM in EMIS for the respective JVS and preschool students attending their schools.  ODE adds JVS and ESC preschool students to the home public school district’s Annual ADM when performing the MOE computation.
If you are also testing alternative MOE procedures for the Special Education IDEA Part B cluster, the enrollment ADM portion of the testing is the same, so auditors may test it for one major program and leverage the testing for the other major program.  However, the EPP testing is different, so you would have to test such for each major program.  
If you are also testing alternative MOE procedures for one of the ESEA programs to which they apply (ie. Improving Teacher Quality, etc.), both the enrollment ADM and EPP procedures are the same, so auditors may test it for one major program and leverage the testing for the other program.
Annual ADM Substantive Steps:
1.	Request the EMIS Coordinator or other District-designated official   to log into the Secure Data Center (SDC), a secure data website that allows users to run various reports of EMIS data, and run the following “Enrollment Reports” (i.e., Annual ADM) for Yearend Period N of the fiscal year being tested (2014).  A representative of the school district must sign in to the SDC through their SAFE account and have the proper SDC role in OEDS.  Once in the SDC the path to the appropriate report(s) is: Secure Data Warehouse>Shared Reports>Reports for Analysis>Enrollment.  To get enrollment/ADM for the entire school district, the representative must run the District Enrollment (ADM) – Customizable report and select the school year that is being tested.  To get enrollment/ADM for a school or to run the report for a community school or the Dayton Regional STEM School, the representative must run the School Enrollment (ADM) – Current Data or School Enrollment (ADM) – Customizable report.  (Since year end SDC Enrollment reports will not be available until October, auditors may need to request SDC Enrollment reports for the previous fiscal year instead.  If using prior fiscal year SDC reports, auditors should also use prior fiscal year EMIS reports when performing steps 3 and 4 for Annual ADM below.):
· District-Level count by grade level
· Building-Level count by grade level
· SSID level count for a selected grade(s) and building(s) (Note:  Due to the volume of these reports, LEA auditors should consider selecting only a few SSID level reports for testing. If control risk over ADM is higher, auditors might consider selecting one grade in each building of the District.)
2.	Haphazardly select a few Period N Statewide Student Identifiers (SSIDs) from the SDC SSID Level Count For Selected Grade And Building Period N report and perform the following steps to support mathematical accuracy of these reports:
a.	Sum the days of attendance, and those excused and unexcused and divide by the number of days the LEA was in session as documented in the School Calendar.  This is the ADM for the SSID.
b.	Ask for management’s explanation for any significant differences.
3.	Compare the total ADM on the SDC SSID Level Count For Selected Grade And Building Period N report to the Period N Building-level and District-level SDC Enrollment Reports for reasonableness.  Ask for management’s explanation for any significant differences.
4.	For the SSID’s selected in Step 2 above, request the representative building attendance officers or EMIS Coordinator to provide access to student attendance records and determine whether a break in enrollment occurred during the fiscal year.  This may require reviewing attendance data in the school district’s electronic student information system (e.g., DASL, PowerSchool, Progress-Books, etc.).
· No further testing is required if students were enrolled and attending for the entire fiscal year. 
· For students with a break in enrollment, determine whether the school district has appropriate supporting documentation to support the reasonableness and timeliness of student withdraws or transfers. 
· A normal break in enrollment may occur for students in open enrollment, attending classes at an Educational Service Center or Joint Vocational School, and students enrolled in Post-Secondary Enrollment Options (PSEO). However, school districts should maintain documentation in student attendance files to support these “breaks.” 
· For “Unexcused” absences, school districts should maintain supporting documentation for student withdrawals due to truancy.  For example, school districts should maintain documentation in student attendance files to support whether truancy withdraws were made only after due process in accordance with the school Board’s policy.
· Each public school board is required under Ohio Rev. Code §3321.191 to adopt a policy to guide employees in addressing and ameliorating the habitual truancy of students.  If the board has established an alternative school, assignment to the alternative school must be included in the policy as an interventions strategy. 
· For building to building transfers, school districts should maintain documentation to support why the student was moved.  
· An example of a valid reason for building to building transfers includes the Where Kids Count (WKC) program.  Under WKC, a school that educates all of the Limited English Proficient (LEP) students in the district because of expertise or resources in one building – those students will count in their resident school’s report card results.
· ODE’s accountability business rules for Where Kids Count (WKC) are available at: http://education.ohio.gov/getattachment/Topics/Data/Report-Card/2010-2011-WHERE-KIDS-COUNT.pdf.aspx 
· For more information on valid withdraw codes and reasons, refer to Section 2.4 of the ODE EMIS Manual at: http://education.ohio.gov/Topics/Data/EMIS/EMIS-Documentation/Current-EMIS-Manual  .  
5.	Obtain the financial ADM (which used to appear on the Period H report prior to Fy 13) by:
· Going to:  Reportcard.education.ohio.gov 
· Select ‘Download Data’ in the black bar at the top
· Select the year, ‘Financial Expenditures’, and then ‘EFM Data’
· Once the spreadsheet opens, perform the following calculation to arrive at the financial ADM:
· Divide the ‘Operating Expenditures’ in column D, by the ‘Operating EPP’ in column J
6.	Perform the following procedures:
a. Compare the financial ADM calculated in step 5 above to the Total Annual ADM on the SDC Period N Enrollment Reports for reasonableness.
· IMPORTANT NOTE:  The SDC Period N Enrollment Reports include local boards of Developmental Disability (DD), Ohio School for the Deaf, and Ohio School for the Blind student data (as reported by the resident school district) in the Annual ADM.  However, these students are not included in the financial ADM.  While we do not expect these differences to be significant, auditors should be aware that some minor differences are to be expected.
b. Ask for management’s explanation for any significant differences.
Important Notes:
Joint Vocational Schools (JVS) and Educational Service Centers (ESCs) report their own Enrollment/ADM in EMIS for the respective JVS and preschool students attending their schools.  ODE adds JVS and ESC preschool students to the home public school district’s Annual ADM when performing the MOE computation.  However, LEA auditors scan test EMIS enrollment/Annual ADM separately for these schools at the local level.  Meaning, a JVS auditor should test the JVS EMIS enrollment/Annual ADM when testing applicable major programs for the JVS.  Similarly, a public school district auditor does not need to include enrollment/Annual ADM for the JVS or ESC when testing enrollment/Annual ADM for applicable major programs at the public school district.
Aggregate General Expenditures Substantive Steps:
EMIS Financial EPP Period H data should include District- and Building- Level financial information for aggregate “general expenditures” using the Expenditure Per Pupil Categories (EPP) described in ODE’s Expenditure Amounts by Category (Period H) Manual at http://education.ohio.gov/Topics/Data/EMIS/EMIS-Documentation/Archives/EMIS-Report-Explanations-and-Validations/FY13-EMIS-Validation-and-Report-Explanation-Docume .  For fiscal year 2013, “general expenditures” include expenditures from the General Fund (001), 016, Poverty Aid (494), and  State Fiscal Stabilization Fund (532).  If the LEA operates a Schoolwide Pool, the LEA should also include the percentage of state and local funds included in its Schoolwide Fund (598) as “general expenditures” (i.e., this means the LEA will need to identify the percentage of state and local revenues receipted in Fund 598 in order to prorate the portion of state and local expenditures included in the Schoolwide Fund). 
LEA Treasurers extract the required data elements for the appropriate period from the USAS system that automatically is loaded into EMIS or they manually upload a file into the EMIS system to complete the Period H report.  All A-site consortiums, including NWOCA, receive a SAS 70/SOC audit.  These reports are available in the AOS Internet Audit Search function.  LEA auditors can use these reports to obtain assurances over the A-sites internal controls related to data files maintained in EMIS.  However, there is still some risk of incomplete or inaccurate reporting at the LEA level (e.g., the LEA did not extract expenditure data for the appropriate time period from the includable EPP funds, functions, and objects, etc.).
1. Request the EMIS Coordinator or other District-designated official to run the following EMIS Period H, Financial Expenditure Per Pupil Categories (EPP) report for the fiscal year being tested (2014):  
· For FY13 and forward :  TXT_20XXH_FIN_EXPND_AMT_BY_CAT (See example report on pg. 14/15 of http://education.ohio.gov/getattachment/Topics/Data/EMIS/EMIS-Documentation/FY16-EMIS-Validation-and-Report-Explanation-Docume/Expnd_Amt_by_Cat_Report_Explanation-v2.pdf.aspx   )
2. Select a few key totals, subtotals, and line-items and compare these amounts to the expenditures recorded in the underlying USAS accounting system.  
Scan EMIS Period H reports to ensure they include only the following types of expenditures, which are allowable under the Expenditure Per Pupil Categories (EPP) (i.e., expenditures related to the direct education of a student).
(a)	Allowable maintenance of effort expenditures include state and local funds for free public education (administration, instruction, attendance and health services, pupil transportation services, operation and maintenance of plant, fixed charges, and net expenditures to cover deficits for food services and student body activities) made in accordance with the Per Pupil Categories (EPP).
(b)	LEAs should exclude expenditures for community services, capital outlay, debt service, expenditures made as a fiscal agent, rotary, or supplemental expenses made as a result of a presidentially declared disaster and any expenditure made from funds provided by the Federal government from the EMIS Period H Financial expenditure reports.
Note: Auditors may choose to coordinate their scanning procedures with testing of non-Federal non-payroll transactions to ensure transactions were properly coded in accordance with the EPP.  Our primary concern is whether unallowable transactions have been included, suggesting the LEA improperly reported expenditures from unallowable sources which could have been improperly included on ODE’s maintenance of effort computation.
2.2	Level of Effort – Supplement Not Supplant
a.	Ascertain if the non-Federal entity used Federal funds to provide services which they were required to make available under Federal, State, or local law and were also made available by funds subject to a supplement not supplant requirement.
b.	Ascertain if the non-Federal entity used Federal funds to provide services which were provided with non-Federal funds in the prior year.
(1)	Identify the federally funded services.
(2)	Perform procedures to determine whether the Federal program funded services that were previously provided with non-Federal funds.
(3)	Perform procedures to ascertain if the total level of services applicable to the requirement increased in proportion to the level of Federal contribution.
c)	If there is a presumption of supplanting for a transaction, evaluate the supporting documentation for rebutting the presumption.
3.	Earmarking
a.	Identify the applicable percentage or dollar requirements for earmarking.
b.	Perform procedures to verify that the amounts recorded in the financial records met the requirements (e.g., when a minimum amount is required to be spent for a specified type of service, perform procedures to verify that the financial records show that at least the minimum amount for this type of service was charged to the program; or, when the amount spent on a specified type of service may not exceed a maximum amount, perform procedures to verify that the financial records show no more than this maximum amount for the specified type of service was charged to the program).
c.	When earmarking requirements specify a minimum percentage or amount, select a sample of transactions supporting the specified amount or percentage and perform tests to verify proper classification to meet the minimum percentage or amount.
d.	When the earmarking requirements specify a maximum percentage or amount, review the financial records to identify transactions for the specified activity which were improperly classified in another account (e.g., if only 10 percent may be spent for administrative costs, review accounts for other than administrative costs to identify administrative costs which were improperly classified elsewhere and cause the maximum percentage or amount to be exceeded).
Transferability
(a)	For funds transferred during a fiscal year’s carryover period, ensure the total amount transferred from the fiscal year’s allocation base does not exceed the maximum percentage.  
(b)	Ensure funds are transferred to the receiving program’s allocation for the same fiscal year that the funds were allocated to the transferring program.
e.	When earmarking requirements prescribe the minimum number or percentage of specified types of participants that can be served, select a sample of participants that are counted toward meeting the minimum requirement and perform tests to verify that they were properly classified.
f.	When earmarking requirements prescribe the maximum number or percentage of specified types of participants that can be served, select a sample of other participants and perform tests to verify that they were not of the specified type. Trace student count data to underlying documentation.




[bookmark: _Toc464479900]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________
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[bookmark: _Toc442267698][bookmark: _Toc464479901]H.  PERIOD OF PERFORMANCE
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.
[bookmark: _Toc464479902]OMB Compliance Requirements
A non-Federal entity may charge to the Federal award only allowable costs incurred during the period of performance and any costs incurred before the Federal awarding agency or pass-through entity made the Federal award that were authorized by the Federal awarding agency or pass-through entity (2 CFR section 200.309).
Unless the Federal awarding agency or pass-through entity authorizes an extension, a non-Federal entity must liquidate all obligations incurred under the Federal award not later than 90 calendar days after the end date of the period of performance as specified in the terms and conditions of the Federal award (2 CFR section 200.343(b)).  When used in connection with a non-Federal entity’s utilization of funds under a Federal award, “obligations” means orders placed for property and services, contracts and subawards made, and similar transactions during a given period that require payment by the non-Federal entity during the same or a future period (2 CFR section 200.71).
Source of Governing Requirements
The requirements for the period of performance are contained in 2 CFR section 200.71 (definition of “obligations”), 2 CFR section 200.77 (definition of “period of performance”), 2 CFR section 200.309 (period of performance), 2 CFR section 200.343 (closeout), program legislation, Federal awarding agency regulations; and the terms and conditions of the award.
(Source: 2016 OMB Supplement 3.2)
Agency Codification Adjustments/Exceptions:
· ED has clarified 2 CFR 200.207 and how exceptions will be granted.  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.   However this list is only updated through 12/2014.  AOS auditors will need to reference our internal AOS evaluation process at the following link.
Part 4 OMB Program Specific Requirements
US Department of Education Cross Cutting Information: 
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); CSP (84.282); Title III, Part A (84.365); MSP (84.366); Title II, Part A (84.367); and SIG (84.377).
This section also applies to Adult Education (84.002); IDEA (84.027and 84.173); CTE (84.048); and IDEA, Part C (84.181).
All ESEA and other programs listed above except CSP and subrecipients under CTE – LEAs and SEAs must obligate funds during the 27 months, extending from July 1 of the fiscal year for which the funds were appropriated through September 30 of the second following fiscal year.  This maximum period includes a 15-month period of initial availability plus a 12-month period for carryover.  For example, funds from the fiscal year 2014 appropriation initially became available on July 1, 2014 and may be obligated by the grantee and subgrantee through September 30, 2016 (Section 421(b) of GEPA (20 USC 1225(b)); 34 CFR sections 76.703 through 76.710).
Title I, Part A – An LEA that receives $50,000 or more in Title I, Part A funds may not carry over beyond the initial 15 months of availability more than 15 percent of its Title I, Part A funds. An SEA may grant a waiver of the percentage limitation for an LEA once every 3 years if the LEA’s request is reasonable and necessary or if supplemental appropriations for Title I, Part A become available for obligation (Section 1127 of ESEA (20 USC 6339)).
CSP program – The recipient must obligate funds from a grant during the period for which the funds are available for obligation as set forth in the grant award document. Recipients must maintain documentation to demonstrate that the obligation occurred during the period of availability and was charged to an appropriate year’s grant funds.  If obligations occur outside of the period of availability, the funds are not timely obligated and must be returned.  However, under the “expanded authorities” provisions, grantees are permitted to:
a.	Extend grants automatically at the end of a project period for up to one year without prior approval (with some exceptions);
b.	Carry funds over from one budget period to the next;
c.	Obligate funds up to 90 days before the effective date of a budget period without prior approval; and
d.	Transfer funds among budget categories without prior approval, except for a limited number of specific cases.
CTE program – In any academic year that a subrecipient does not obligate all of the amounts it is allocated under the Secondary and Postsecondary CTE programs for that year, it must return the unobligated amounts to the State to be reallocated under the Secondary and Postsecondary CTE Programs, as applicable (Section 133(b) of the Carl D. Perkins Career and Technical Education Act of 2006 (Perkins IV) (Pub. L. No. 109-270) (20 USC 2353(b))).
Consolidated Administrative Funds – Consolidated administrative funds must be obligated within the period of availability of the program that the funds came from. Because expenditures in a consolidated administrative fund are not accounted for by specific Federal programs, an SEA or LEA may use a first-in, first-out method for determining when funds were obligated, may attribute costs in proportion to the dollars provided, or may use another reasonable method.
Definition of Obligation – An obligation is not necessarily a liability in accordance with generally accepted accounting principles.  When an obligation occurs (is made) depends on the type of property or services that the obligation is for (34 CFR section 76.707):
	IF AN OBLIGATION IS FOR --
	THE OBLIGATION IS MADE --

	(a)	Acquisition of real or personal property.
	On the date on which the State or subgrantee makes a binding written commitment to acquire the property.

	(b)	Personal services by an employee of the State or subgrantee.
	When the services are performed.

	(c)	Personal services by a contractor who is not an employee of the State or subgrantee.
	On the date on which the State or subgrantee makes a binding written commitment to obtain the services.

	(d)	Performance of work other than personal services.
	On the date on which the State or subgrantee makes a binding written commitment to obtain the work.

	(e)	Public utility services.
	When the State or subgrantee receives the services.

	(f)	Travel.
	When the travel is taken.

	(g)	Rental of real or personal property.
	When the State or subgrantee uses the property.

	(h)	A pre-award cost that was properly approved by the State under the cost principles.
	On the first day of the subgrant period.



The act of an SEA or other grantee awarding Federal funds to an LEA or other eligible entity within a State does not constitute an obligation for the purposes of this compliance requirement.  An SEA or other grantee may not reallocate grant funds from one subrecipient to another after the period of availability ends.
If a grantee or subgrantee uses a different accounting system or accounting principles from one year to the next, it shall demonstrate that the system or principle was not improperly changed to avoid returning funds that were not timely obligated.  A grantee or subgrantee may not make accounting adjustments after the period of availability ends in an attempt to offset audit disallowances.  The disallowed costs must be refunded.
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education Cross-Cutting Section)
[bookmark: _Toc464479903]Additional Program Specific Information
In Ohio, programs included in ODE’s Consolidated Application have a project period starting with the application substantially approved date through June 30. Any carryover to the subsequent school district fiscal year must be approved by ODE.  Additionally, any budget revisions contain a substantially approved date which coincides with the date the revision request was submitted to ODE.  Activities may not commence from that budget revision prior to the substantially approved date.
Obligations must be liquidated prior to submitting the Final Expenditure Report, which must be filed no later than 90 days after the end of the project period.  (Note: the 90 day requirement is only for CCIP projects.  For those projects which use paper for reporting and application, the FER is due not later than 60 days after the end of the project period.)  (ODE Federal Fiscal Report Procedures #1 and ODE Superintendent Weekly E-mail, December 6, 2002)
Goods and services must also be received by the end of the liquidation period as well.  ODE requires this to keep LEA’s from pre-paying obligations that may occur significant periods in advance.
Funds transferred to consolidated administrative cost pools and coordinated services projects are subject to the above requirements.  Because expenditures in a consolidated administrative fund or a coordinated services project are not tracked by the Federal program, an LEA may use a first-in, first-out method for determining when funds were obligated, may attribute costs in proportion to the dollars provided, or may use another reasonable method. 
Occasionally, ODE may extend the period of performance for summer programs in order to cover teacher salaries, etc. prior to the start of the next school year.  Approval for this extension should be documented within CCIP.  This action does not extend the FER due date to ODE.
(Source: Ohio Department of Education Office of Federal and State Grants Management)

H. Period of Performance of Federal Funds

[bookmark: _Toc464479904]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):





H. Period of Performance of Federal Funds

[bookmark: _Toc464479905]Suggested Audit Procedures – Compliance
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	
This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  


	
1.	Review the award documents and regulations pertaining to the program and determine any award-specific requirements related to the period of performance.
2.	For Federal awards with performance period beginning dates during the audit period, test transactions for costs recorded during the beginning of the period of performance and verify that the costs were not incurred prior to the start of the period of performance unless authorized by the Federal awarding agency or the pass-through entity.
3.	For Federal awards with performance period ending dates during the audit period, test transactions for costs recorded during the latter part and after the period of performance and verify that the costs had been incurred within the period of performance.  
4.	For Federal awards with performance period ending dates during the audit period, test transactions for Federal award costs for which the obligation had not been liquidated (payment made) as of the end of the period of performance and verify that the liquidation occurred within the allowed time period.
5.	Test adjustments (e.g., manual journal entries) for Federal award costs and verify that these adjustments were for transactions that occurred during the period of performance.





[bookmark: _Toc464479906]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



H. Period of Performance of Federal Funds

[bookmark: _Toc442267699][bookmark: _Toc464479907]I.  PROCUREMENT AND SUSPENSION AND DEBARMENT – Not Applicable 
Per 2016 OMB Compliance Supplement Part 2

I. Procurement and Suspension and Debarment

[bookmark: J___PROGRAM_INCOME][bookmark: _Toc442267700][bookmark: _Toc464479908]J.  PROGRAM INCOME – Not Applicable 
Per 2016 OMB Compliance Supplement Part 2

J.  Program Income

[bookmark: L___REPORTING][bookmark: _Toc442267701][bookmark: _Toc464479909]L.  REPORTING
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.
[bookmark: _Toc464479910]OMB Compliance Requirements
For purposes of programs included in Parts 4 and 5 of this Supplement, the designation “Not Applicable” in relation to “Financial Reporting,” “Performance Reporting,” and “Special Reporting” means that the auditor is not expected to audit anything in these categories, whether or not award terms and conditions may require such reporting.  
Financial Reporting
Recipients must use the standard financial reporting forms or such other forms as may be authorized by OMB (approval is indicated by an OMB paperwork control number on the form) when reporting to the Federal awarding agency.  Each recipient must report program outlays and program income on a cash or accrual basis, as prescribed by the Federal awarding agency.  If the Federal awarding agency requires reporting of accrual information and the recipient’s accounting records are not normally maintained on the accrual basis, the recipient is not required to convert its accounting system to an accrual basis but may develop such accrual information through analysis of available documentation.  The Federal awarding agency may accept identical information from the recipient in machine-readable format, computer printouts, or electronic outputs in lieu of closed formats or on paper.
Similarly, a pass-through entity must not require a subrecipient to establish an accrual accounting system and must allow the subrecipient to develop accrual data for its reports on the basis of an analysis of available documentation.    
The financial reporting requirements for subrecipients are as specified by the pass-through entity.  In many cases, these will be the same as or similar to those for recipients.
The standard financial reporting forms for grants and cooperative agreements are as follows:
· Request for Advance or Reimbursement (SF-270) (OMB No. 0348-0004)).  Recipients are required to use the SF-270 to request reimbursement payments under non-construction programs, and may be required to use it to request advance payments.  
· Outlay Report and Request for Reimbursement for Construction Programs (SF-271) (OMB No. 0348-0002)).  Recipients use the SF-271 to request funds for construction projects unless they are paid in advance or the SF-270 is used.
· Federal Financial Report (FFR) (SF-425/SF-425A) (OMB No. 0348-0061)).  Recipients use the FFR as a standardized format to report expenditures under Federal awards, as well as, when applicable, cash status (Lines 10.a, 10.b, and 10c).  References to this report include its applicability as both an expenditure and a cash status report unless otherwise indicated.  
Electronic versions of the standard forms are located on OMB’s home page (http://www.whitehouse.gov/omb/grants_forms).
Financial reporting requirements for cost reimbursement contracts subject to the Federal Acquisition Regulation (FAR) are contained in the terms and conditions of the contract.
Performance and Special Reporting
Non-Federal entities may be required to submit performance reports at least annually but not more frequently than quarterly, except in unusual circumstances, using a form or format authorized by OMB (2 CFR section 200.328(b)(1)). They also may be required to submit special reports as required by the terms and conditions of the Federal award. 
Compliance testing of performance and special reporting are only required for data that are quantifiable and meet the following criteria:
1.	Have a direct and material effect on the program.
2.	Are capable of evaluation against objective criteria stated in the statutes, regulations, contract or grant agreements pertaining to the program.
Performance and special reporting data specified in Part 4, “Agency Program Requirements,” and Part 5, “Clusters of Programs,” meet the above criteria.
Source of Governing Requirements
Reporting requirements are contained in the following:  
· Financial reporting, 2 CFR section 200.327 .
· Monitoring and reporting program performance, 2 CFR section 200.328 .
· Program legislation. 
· Federal awarding agency regulations.
· The terms and conditions of the award.
(Source: 2016 OMB Supplement 3.2)
Agency Codification Adjustments/Exceptions:
· ED in 2 CFR 3474.5 may allow exceptions for classes of Federal awards or non0federal entities subject to the requirements of 2 CFR Part 200, however those will only be permitted in unusual circumstances and will only be published on the OMB website at www.whitehouse.gov/omb .  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.   However this list is only updated through 12/2014.  AOS auditors will need to reference our internal AOS evaluation process at the following link.
Part 4 OMB Program Specific Requirements
US Department of Education Cross Cutting Information: 
1.	Financial Reporting
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); CSP (84.282); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366); Title II, Part A (84.367); and SIG (84.377).
This section also applies to IDEA (84.027 and 84.173); IDEA, Part C (84.181); and RTT (84.395).
a.	SF-270, Request for Advance or Reimbursement – Applicable (using the G5 System)
b.	SF-271, Outlay Report and Request for Reimbursement for Construction Programs – Not Applicable
c.	SF-425, Federal Financial Report – Not Applicable
d.	Form 270, Request for Title IV Reimbursement or Heightened Cash Monitoring 2 (HCM2) (OMB No. 1845-0089) – Applicable only to institutions placed on reimbursement payment method or Heightened Cash Monitoring 2 by ED
2.	Performance Reporting – Not Applicable
3.	Special Reporting – Not Applicable 
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education Cross-Cutting Section)
[bookmark: _Toc464479911]Additional Program Specific Information
State of Ohio
Consolidated Application Assurances item 5 provides, that LEA’s will make reports to ODE as may be reasonably necessary to enable ODE to perform its duties.  Program funds are reported to the State of Ohio.  There are two forms the Auditor should consider:
· Project cash request (tested in section C. Cash Management)
· Final expenditure report
The final expenditure report is to be submitted for each project immediately after all financial obligations have been liquidated.  The report is due no later than 90 days after the end of the project period, for programs contained in the CCIP.  The FER is due not later than 60 days after the end of the project period, for programs applied for using a paper process.  Failure to submit the report in a timely manner may result in a temporary suspension of the flow of federal funds for this grant until the project is closed.
Actual expenditures authorized by the approved project application and charges to the project special cost center are to be reported (report amounts actually expended, not encumbered).
This report must be submitted before approval can be given to use the unexpended portion of the allocation as carryover funds.  
(Source:  ODE Federal Fiscal Report Procedures #1 and ODE Superintendent Weekly E-mail, December 6, 2002)
The Ohio Department of Education’s CCIP Final Expenditure Report Completion Steps, states all CCIP Final Expenditure Reports (FERs) must be completed online and may be started after June 30th, the end of the fiscal year. In addition, each Funding Application within the CCIP has its own separate final expenditure report. Each Local Education Agency (LEA) must ensure each FER(s) is submitted to ODE with Superintendent Approval no later than September 30. 
(Source: https://ccip.ode.state.oh.us/documentlibrary/ViewDocument.aspx?DocumentKey=69613 )


L. Reporting

[bookmark: _Toc464479912]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):





L. Reporting

[bookmark: _Toc464479913]Suggested Audit Procedures – Compliance
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Note:  For recipients using HHS’ Payment Management System (PMS) to draw Federal funds, the auditor should consider the following steps numbered 1 through 4 as they pertain to the cash reporting portion of the SF-425A, regardless of the source of the data included in the PMS reports.  (During FY2016, HHS is completing the transition from pooled payment to use of subaccounts.) Although certain data is supplied by the Federal awarding agency (e.g., award authorization amounts) and certain amounts are provided by HHS’ Payment Management Services, the auditor should ensure that such amounts are in agreement with the recipient’s records and are otherwise accurate.

This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  

The highlighted Suggested Audit Procedures are steps required by pass through agency, the Ohio Department of Education.


	
1.	Review applicable statutes, regulations, and the terms and conditions of the Federal award pertaining to reporting requirements.  Determine the types and frequency of required reports.  Obtain and review Federal awarding agency or pass-through entity, in the case of a subrecipient, instructions for completing the reports.
a.	For financial reports, ascertain the accounting basis used in reporting the data (e.g., cash or accrual).
b.	For performance and special reports, determine the criteria and methodology used in compiling and reporting the data.
2.	Select a sample of reports and perform appropriate analytical procedures and ascertain the reason for any unexpected differences.  Examples of analytical procedures include:
a.	Comparing current period reports to prior period reports.
b.	Comparing anticipated results to the data included in the reports.
c.	Comparing information obtained during the audit of the financial statements to the reports.
3.	Select a sample of each of the following report types, and test for accuracy and completeness:
a.	Financial reports
(1)	Ascertain if the financial reports were prepared in accordance with the required accounting basis.  
(2)	Review accounting records and ascertain if all applicable accounts were included in the sampled reports (e.g., program income, expenditure credits, loans, interest earned on Federal funds, and reserve funds).
(3)	Trace the amounts reported to accounting records that support the audited financial statements and the Schedule of Expenditures of Federal Awards and verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.  If reports require information on an accrual basis and the entity does not prepare its accounting records on an accrual basis, determine whether the reported information is supported by available documentation.
(4)	For any discrepancies noted in SF-425 reports concerning cash status when the advance payment method is used, review subsequent SF-425 reports to ascertain if the discrepancies were appropriately resolved with the applicable payment system.
(5) Determine whether amounts reported were only those amounts actually expended during the report period, including obligations liquidated within 90 days of the report period (i.e., encumbrances should not be included).

(6) Determine whether the report was submitted within 90 days after the end of the project period.

(7) Determine whether the amounts reported liquidated within the period of performance (see section H).
b.	Performance and special reports - Not Applicable 
c.	For each type of report
(1)	When intervening computations or calculations are required between the records and the reports, trace reported data elements to supporting worksheets or other documentation that link reports to the data.
(2)	Test mathematical accuracy of reports and supporting worksheets.
4.	Obtain written representation from management that the reports provided to the auditor are true copies of the reports submitted or electronically transmitted to the Federal awarding agency, the applicable payment system, or pass-through entity in the case of a subrecipient.






[bookmark: _Toc464479914]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________





L. Reporting

[bookmark: M___SUBRECIPIENT_MONITORING__][bookmark: _Toc442267702][bookmark: _Toc464479915]M.  SUBRECIPIENT MONITORING
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.
Note:  Transfers of Federal awards to another component of the same auditee under 2 CFR part 200, subpart F, do not constitute a subrecipient or contractor relationship.
[bookmark: _Toc464479916]OMB Compliance Requirements
A pass-through entity (PTE) must (see here for 2 CFR Section 200.331(a)):	 
-	Identify the Award and Applicable Requirements – Clearly identify to the subrecipient:  (1) the award as a subaward at the time of subaward (or subsequent subaward modification) by providing the information described in 2 CFR section 200.331(a)(1); (2) all requirements imposed by the PTE on the subrecipient so that the Federal award is used in accordance with Federal statutes, regulations, and the terms and conditions of the award (2 CFR section 200.331(a)(2)); and (3) any additional requirements that the PTE imposes on the subrecipient in order for the PTE to meet its own responsibility for the Federal award (e.g., financial, performance, and special reports) (2 CFR section 200.331(a)(3)).
-	Evaluate Risk – Evaluate each subrecipient’s risk of noncompliance for purposes of determining the appropriate subrecipient monitoring related to the subaward (2 CFR section 200.331(b)).  This evaluation of risk may include consideration of such factors as the following (see here for 2 CFR 200.331(b)-(f)):
1. The subrecipient’s prior experience with the same or similar subawards;
2. The results of previous audits including whether or not the subrecipient receives single audit in accordance with 2 CFR part 200, subpart F, and the extent to which the same or similar subaward has been audited as a major program;
3. Whether the subrecipient has new personnel or new or substantially changed systems; and
4. The extent and results of Federal awarding agency monitoring (e.g., if the subrecipient also receives Federal awards directly from a Federal awarding agency).
-	Monitor – Monitor the activities of the subrecipient as necessary to ensure that the subaward is used for authorized purposes, complies with the terms and conditions of the subaward, and achieves performance goals (2 CFR sections 200.331(d) through (f)).  In addition to procedures identified as necessary based upon the evaluation of subrecipient risk or specifically required by the terms and conditions of the award, subaward monitoring must include the following:
1. Reviewing financial and programmatic (performance and special reports) required by the PTE.
2. Following-up and ensuring that the subrecipient takes timely and appropriate action on all deficiencies pertaining to the Federal award provided to the subrecipient from the PTE detected through audits, on-site reviews, and other means.
3. Issuing a management decision for audit findings pertaining to the Federal award provided to the subrecipient from the PTE as required by 2 CFR section 200.521.
· Ensure Accountability of For-Profit Subrecipients – Some Federal awards may be passed through to for-profit entities.  For-profit subrecipients are accountable to the PTE for the use of the Federal funds provided.  Because 2 CFR part 200 does not make subpart F applicable to for-profit subrecipients, the PTE is responsible for establishing requirements, as necessary, to ensure compliance by for-profit subrecipients for the subaward.  The agreement with the for-profit subrecipient must describe applicable compliance requirements and the for-profit subrecipient's compliance responsibility.  Methods to ensure compliance for Federal awards made to for-profit subrecipients may include pre-award audits, monitoring during the agreement, and post-award audits (2 CFR section 200.501(h)).  
Source of Governing Requirements
The requirements for subrecipient monitoring for the subaward are contained in 31 USC 7502(f)(2) (Single Audit Act Amendments of 1996 (Pub. L. No. 104-156)), 2 CFR sections 200.330, .331, and .501(h) (include the agency codification reference here); Federal awarding agency regulations; and the terms and conditions of the award. 
(Source: 2016 OMB Supplement 3.2)
Agency Codification Adjustments/Exceptions:
· ED in 2 CFR 3474.5 may allow exceptions for classes of Federal awards or non-federal entities subject to the requirements of 2 CFR Part 200, however those will only be permitted in unusual circumstances and will only be published on the OMB website at www.whitehouse.gov/omb .  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.   However this list is only updated through 12/2014.  AOS auditors will need to reference our internal AOS evaluation process at the following link.
Part 4 OMB Program Specific Requirements
There were no Part 4 OMB Program Specific Compliance Requirements noted for Subrecipient Monitoring.
[bookmark: _Toc464479917]Additional Program Specific Information
None noted. 

M. Subrecipient Monitoring

[bookmark: _Toc464479918]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):





M. Subrecipient Monitoring

[bookmark: _Toc464479919]Suggested Audit Procedures – Compliance
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Note:  The auditor may consider coordinating the tests related to subrecipients performed as part of C., “Cash Management” (tests of cash reporting submitted by subrecipients); E., “Eligibility” (tests that subawards were made only to eligible subrecipients); and I., “Procurement and Suspension and Debarment” (tests of ensuring that a subrecipient is not suspended or debarred) with the testing of “Subrecipient Monitoring.”

This FACCR was written for grants required to be tested under the UG, however if you find that you need to test transactions that fall under both UG and non-UG requirements you will need to contact CFAE via the FACCR Inbox FACCR@ohioauditor.gov.  The non-UG testing section will be forwarded to you and it will identify any non-UG steps that will need to be included within your tests.  


	
1. Review the PTE’s subrecipient monitoring policies and procedures to gain an understanding of the PTE’s process to identify subawards, evaluate risk of noncompliance, and perform monitoring procedures based upon identified risks.
2.	Review subaward documents including the terms and conditions of the subaward to ascertain if, at the time of subaward (or subsequent subaward modification), the PTE made the subrecipient aware of the award information required by 2 CFR section 200.331(a) sufficient for the PTE to comply with Federal statutes, regulations, and the terms and conditions of the award.
3.	Review the PTE’s documentation of monitoring the subaward and consider if the PTE’s monitoring provided reasonable assurance that the subrecipient used the subaward for authorized purposes in compliance with Federal statutes, regulations, and the terms and conditions of the subaward.  
4.	Ascertain if the PTE verified that subrecipients expected to be audited as required by 2 CFR part 200, subpart F, met this requirement (2 CFR section 200.331(f)).  This verification may be performed as part of the required monitoring under 2 CFR section 200.331(d)(2) to ensure that the subrecipient takes timely and appropriate action on deficiencies detected though audits.




 


[bookmark: _Toc464479920]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



M. Subrecipient Monitoring

[bookmark: _Toc442267703][bookmark: _Toc464479921]N.  SPECIAL TESTS AND PROVISIONS – Participation of Private School Children (LEAs)
[bookmark: _Toc464479922]OMB Compliance Requirements
The specific requirements for Special Tests and Provisions are unique to each Federal program and are found in the statutes, regulations, and the provisions of contract or grant agreements pertaining to the program.  For programs listed in this Supplement, the compliance requirements, audit objectives, and suggested audit procedures for Special Tests and Provisions are in Part 4, “Agency Program Requirements.” or Part 5. “Clusters of Programs.”  For programs not included in this Supplement, the auditor must review the program’s contract and grant agreements and referenced statutes and regulations to identify the compliance requirements and develop the audit objectives and audit procedures for Special Tests and Provisions which could have a direct and material effect on a major program.  The auditor should also inquire of the non-Federal entity to help identify and understand any Special Tests and Provisions.
Additionally, both for programs included and not included in this Supplement, the auditor must identify any additional compliance requirements which are not based in statute or regulation (e.g., were agreed to as part of audit resolution of prior audit findings) which could be material to a major program.  Reasonable procedures to identify such compliance requirements would be inquiry of non-Federal entity management and review of the contract and grant agreements pertaining to the program.  Any such requirements which may have a direct and material effect on compliance with the requirements of that major program shall be included in the audit.
(Source: 2016 OMB Supplement 3.2)
Part 4 OMB Program Specific Requirements
U.S. Department of Education Cross Cutting Information:
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366); and Title II, Part A (84.367).
Depending on how the SEA/LEA implements requirements for the provision of equitable participation of private school children, this requirement may be tested on a general or program-specific basis (as described in II, “Program Procedures – General and Program- Specific Cross-Cutting Requirements”).
Compliance Requirements:
For programs funded under Title I, Part A (CFDA 84.010), an LEA, after timely and meaningful consultation with private school officials, must provide equitable services to eligible private school children, their teachers, and their families.  Eligible private school children are those who reside in a participating public school attendance area and have educational needs under Section 1115(b) of the ESEA
(20 USC 6315(b)).  Title I, Part A funds must be allocated to each participating public school attendance area on the basis of the total number of children from low-income families residing in that area.  In calculating the total number of children from low- income families, an LEA must include children from low-income families who attend private schools.  An LEA must use the portion of Title I, Part A funds attributable to private school children from low-income families included in the calculation to provide services to eligible private school children.  For example, if $100,000 of Title I, Part A funds are allocated based on 100 children from low-income families, 25 of whom are private school children, $25,000 of the $100,000 must be expended to provide equitable services to eligible private school children.
If an LEA reserves funds off the top of its Title I, Part A allocation to provide instructional and related activities for public school students at the district level, the LEA must also provide from those funds, as applicable, equitable services to eligible private school students.  From applicable funds reserved for parent involvement and professional development, an LEA must ensure that teachers and families of participating private school children have an equitable opportunity to participate in professional development and parent involvement activities, respectively.  The amount of funds available to provide these services must be proportionate to the number of private school children from low- income families residing in participating public school attendance areas (Sections 1113(c) and 1120 of ESEA (20 USC 6313(c) and 6320); 34 CFR sections 200.62 through 200.67 and 200.77 through 200.78).
For all other programs, an SEA, LEA, or other eligible entity (or consortium of such entities) receiving financial assistance under an applicable program must provide eligible private school children and their teachers or other educational personnel with equitable services or other benefits under the program.  Before an agency or consortium makes any decision that affects the opportunity of eligible private school children, teachers, and other educational personnel to participate, the agency or consortium must engage in timely and meaningful consultation with private school officials.  Expenditures for services and benefits to eligible private school children and their teachers and other educational personnel must be equal on a per-pupil basis to the expenditures for participating public school children and their teachers and other educational personnel, taking into account the number and educational needs of the children, teachers and other educational personnel to be served (Sections 5142 and 9501 of ESEA (20 USC 7217a and 7881); 34 CFR sections 299.6 through 299.9).
The control of funds used to provide equitable services to eligible private school students, teachers and other educational personnel, and families, and title to materials, equipment, and property purchased with those funds must be in a public agency and the public agency must administer the funds, materials, equipment, and property.  The provision of equitable services must be by employees of a public agency or through a contract by the public agency with an individual, association, agency, or organization that is independent of any private school or religious organization.  The contract must be under the control of the public agency (Sections 1120(d), 5142(c), and 9501(d) of ESEA (20 USC 6320(d), 7217a(c) and 7881(d); 34 CFR sections 200.67 and 299.9).
These compliance requirements also apply to Transferability (see III.A.3, “Activities Allowed or Unallowed – Transferability”) for transfers made by 21st CCLC (84.287) and Title II, Part A (84.367) (Section 6123(e)(2) of ESEA (20 USC 7305b(e)(2))).
(Source: 2016 OMB Compliance Supplement Part 4, Department of Education, Cross-Cutting Section)
U.S. Department of Education Program Specific Information:
In a State that has not received ESEA flexibility, an SEA may transfer up to 50 percent of its non-administrative Title II, Part A funds to other specified programs or to Title I, Part A.  Likewise, an LEA (except an LEA identified for improvement or subject to corrective action under Section 1116(c)(9) of ESEA) may transfer up to 50 percent of its Title II, Part A funds to certain other programs.  (There are special transferability rules governing LEAs identified for improvement or corrective action.)  In a State that has received ESEA flexibility, an SEA or LEA may transfer up to 100 percent of its applicable Title II, Part A funds to other authorized programs (see paragraph 9 on page 2 of ESEA Flexibility (June 7, 2012)).  However, as discussed in III.N.1 of the ED Cross- Cutting Section, each SEA or LEA that transfers funds under these sections must consult with private school officials, in accordance with Section 9501 of ESEA, since such a transfer would move funds from a program that provides for the participation of private school students, teachers, or other educational personnel (Section 6123(e)(2) of ESEA (20 USC 7305b)).  See also III.G.2, “Matching, Level of Effort, Earmarking – Level of Effort – Maintenance of Effort (SEAs/LEAs)” for discussion of a limitation on the amount that may be transferred due to the requirement to provide equitable services to private school teachers and other educational personnel.
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
[bookmark: _Toc464479923]Additional Program Specific Information
See ODE’s “Nonpublic School Service Questions and Answers” for further info - https://ccip.ode.state.oh.us/DocumentLibrary/ViewDocument.aspx?DocumentKey=57882 .
(Source: Ohio Department of Education Office of Grants Management) 

N.  Special Tests and Provisions – Participation of Private School Children (LEAs)

[bookmark: _Toc464479924]Audit Objectives and Control Testing
1) Obtain an understanding of internal control, assess risk, and test internal control as required by 2 CFR section 200.514(c) and using the guidance provided in the following:
· Part 6 of the OMB Compliance Supplement, Internal Control
· 2013 COSO (http://www.coso.org/IC.htm)
· GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf). 
Consider the results of the testing of internal control in assessing the remaining risk of noncompliance. Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance. For further AOS guidance on testing federal controls see AOS A&A Training: Testing Federal Controls- Fall 2011 .
(Source: 2016 OMB Compliance Supplement Part 3.2)
2) Determine whether (1) the LEA, SEA, or other agency receiving ESEA funds has conducted timely consultation with private school officials to determine the kind of educational services to provide to eligible private school children, (2) the planned services were provided, and (3) the required amount was used for private school children.
(Source: 2016 OMB Compliance Supplement Part 4, Department of Education, Cross-Cutting Section)
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):





N.  Special Tests and Provisions – Participation of Private School Children (LEAs)

[bookmark: _Toc464479925]Suggested Audit Procedures
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	

	
a.	Verify, by reviewing minutes of meetings and other appropriate documents, that the SEA or LEA conducted timely consultation with private school officials in making its determinations and set aside the required amount for private school children.

b.	Review program expenditure and other records to verify that educational services that were planned were provided.

c.	For Title I, Part A, verify that:

(1) The per pupil allocation (PPA) generated by private school children from low-income families living in participating public school attendance areas is equal to the PPA generated by public school children from low-income families living in the same attendance areas;

(2) Funds to provide equitable services to private school students were available, as applicable, from funds, if any, reserved off the top of the LEA’s Part A allocation for instructional and related activities at the district level; and

(3) Funds to provide equitable services to teachers and families of participating private school students were available from reservations of funds for professional development and parent involvement.

d.	If the LEA provides services to eligible private school students under an arrangement with a third-party provider, verify that the LEA retains proper administration and control by having a written contract that:

(1) Describes the services to be provided; and

(2) Provides that the LEA retains ownership of materials, equipment, and property purchased with Federal I funds.

e.	For programs other than Title I, Part A, verify that expenditures are equal on a per-pupil basis for public and private school students, teachers and other educational personnel, taking into consideration their numbers and needs as required by 34 CFR section 299.7.



	

N.  Special Tests and Provisions – Participation of Private School Children (LEAs)

[bookmark: _Toc464479926]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



N.  Special Tests and Provisions – Participation of Private School Children (LEAs)

[bookmark: _Toc442267704][bookmark: _Toc464479927]N.  SPECIAL TESTS AND PROVISIONS – Schoolwide Programs (LEAs)
[bookmark: _Toc464479928]OMB Compliance Requirements
The specific requirements for Special Tests and Provisions are unique to each Federal program and are found in the statutes, regulations, and the provisions of contract or grant agreements pertaining to the program.  For programs listed in this Supplement, the compliance requirements, audit objectives, and suggested audit procedures for Special Tests and Provisions are in Part 4, “Agency Program Requirements.” or Part 5. “Clusters of Programs.”  For programs not included in this Supplement, the auditor must review the program’s contract and grant agreements and referenced statutes and regulations to identify the compliance requirements and develop the audit objectives and audit procedures for Special Tests and Provisions which could have a direct and material effect on a major program.  The auditor should also inquire of the non-Federal entity to help identify and understand any Special Tests and Provisions.
Additionally, both for programs included and not included in this Supplement, the auditor must identify any additional compliance requirements which are not based in statute or regulation (e.g., were agreed to as part of audit resolution of prior audit findings) which could be material to a major program.  Reasonable procedures to identify such compliance requirements would be inquiry of non-Federal entity management and review of the contract and grant agreements pertaining to the program.  Any such requirements which may have a direct and material effect on compliance with the requirements of that major program shall be included in the audit.
(Source: 2016 OMB Supplement 3.2)
Part 4 OMB Program Specific Requirements
U.S. Department of Education Cross Cutting Information:
ESEA programs in this Supplement to which this section applies are: Title I, Part A (84.010); MEP (84.011); 21st CCLC (84.287); Title III, Part A (84.365); MSP (84.366); Title II, Part A (84.367); and SIG (84.377). This section also applies to IDEA (84.027 84.173) and CTE (84.048).
As described in II, “Program Procedures – General and Program-Specific Cross-Cutting Requirements,” this requirement is a general cross-cutting requirement that only needs to be tested once to cover all major programs to which it applies.
Compliance Requirements:
A school participating under Title I, Part A may, in consultation with its LEA, use its Title I, Part A funds, along with funds provided from the above-identified programs and other Federal, State, and local education funds, to upgrade the school’s entire educational program in a schoolwide program.  At least 40 percent of the children enrolled in the school or residing in the school attendance area for the initial year of the schoolwide program must be from low-income families.  The LEA is required to maintain records to demonstrate compliance with this requirement.  [Note: For the SIG program (CFDA 84.377), 49 SEAs were granted a waiver to allow a school with less than 40 percent low-income children to operate a schoolwide program as part of implementing one of four school intervention models.  Similarly, in a State that has received ESEA flexibility, the SEA was granted a waiver to allow a Title I, Part A school with less than 40 percent low-income children to operate a schoolwide program if (a) the SEA identified the school as a priority school or a focus school and (b) the LEA is implementing interventions consistent with the turnaround principles or interventions that are based on the needs of the students in the school and designed to enhance the entire educational program in the school (see paragraph 5 on page 1 of ESEA Flexibility)].
a.	To operate a schoolwide program, a school must include the following three core elements:
(1)	Comprehensive needs assessment of the entire school (34 CFR section 200.26(a)).
(2)	Comprehensive plan based on data from the needs assessment (34 CFR section 200.26(b)).
(3)	Annual evaluation of the results achieved by the schoolwide program and revision of the schoolwide plan based on that evaluation (34 CFR section 200.26(c)).
b.	A schoolwide plan also must include the following components: 
(1)	Schoolwide reform strategies (34 CFR section 200.28(a)).
(2)	Instruction by highly qualified professional staff (34 CFR section 200.28(b)).
(3)	Strategies to increase parental involvement (34 CFR section 200.28(c)). 
(4)	Additional support to students experiencing difficulty (34 CFR section 200.28(d)).
(5)	Transition plans for assisting preschool children in the successful transition to the schoolwide program (34 CFR section 200.28(e)).
c.	A schoolwide program school that consolidates Federal, State, and local funds in a consolidated schoolwide pool may use those funds for any activity in the school. (Consolidating funds in a schoolwide program means that a school treats the funds like they are a single “pool” of funds—i.e., the funds lose their individual identity and the school has one flexible pool of funds.) However, the school still must ensure that funds from the schoolwide pool are used to address the specific educational needs of the school identified by the needs assessment and articulated in the schoolwide plan.  An ED Federal Register notice, dated July 2, 2004 (69 FR 40360-40365), indicates which Federal program funds may be consolidated in a schoolwide program.  The school is not required to maintain separate records that identify by program the specific activities supported by those funds.  Also, the school is not required to meet most of the statutory and regulatory requirements of the Federal programs included in the consolidation as long as it meets the intent and purposes of those programs.
If a schoolwide program school consolidates just its Federal funds in a single Federal consolidated schoolwide pool, the school must use those funds to address specific educational needs of the school identified by the needs assessment and articulated in the schoolwide plan.  Although the Federal funds lose their specific program identity and may be accounted for as part of the pool, the school must keep records to demonstrate that the consolidated funds support activities that address the intent and purpose of each program.  With the exception of discretionary programs as noted below, the school is not required to meet most of the statutory and regulatory requirements of the specific Federal programs included in the consolidation as long as it meets the intent and purposes of those programs.
If a schoolwide program school does not consolidate its Federal funds, the school must use Title I, Part A funds to support activities that address specific educational needs of the school identified by the needs assessment and articulated in the schoolwide plan.  The school must use other Federal funds in accordance with the specific requirements of each Federal program.  For more detail on consolidating funds in schoolwide program schools, see pages 49–67 in guidance entitled Title I Fiscal Issues: Maintenance of Effort; Comparability; Supplement, not Supplant; Carryover; Consolidating Funds in Schoolwide Programs; and Grantback Requirements (February 2008).  This guidance is available at http://www.ed.gov/programs/titleiparta/fiscalguid.doc).
d.	If a schoolwide program school consolidates funds, the school must ensure that its schoolwide program addresses the needs of children who are members of the target population of any Federal program whose funds are consolidated. Specific requirements apply to these programs as follows:
(1)	Before consolidating funds or services received under MEP, a schoolwide program must (a) in consultation with parents of migratory children or organizations representing those parents, first meet the identified needs of migratory children that result from the effects of their migratory lifestyle or are needed to permit migratory children to participate effectively in schools; and (b) document that services addressing those needs have been met (34 CFR section 200.29(c)(1)).
(2)	A schoolwide program must have the approval of the Indian parent advisory committee established in Section 7114(c)(4) of ESEA (20 USC 7424(c)(4)) before funds received under the Title VII, Part A, Subpart 1 Indian Education program can be consolidated (34 CFR section 200.29(c)(2)).
(3)	A schoolwide program may consolidate funds received under IDEA, Part B.  However, the amount of funds consolidated may not exceed the amount received by the LEA under IDEA, Part B for that fiscal year, divided by the number of children with disabilities in the jurisdiction of the LEA and multiplied by the number of children with disabilities participating in the schoolwide program.  A school that consolidates IDEA, Part B funds may use those funds for any activities under the schoolwide plan but must comply with all other requirements of IDEA, Part B to the same extent it would if it did not consolidate funds under IDEA, Part B in the schoolwide program (34 CFR section 200.29(c)(3)).
In addition, a schoolwide program school may consolidate funds it receives from discretionary programs administered by the ED Secretary; however, it must carry out the activities included in its application for which those funds were awarded. For example, if an LEA consolidates SIG funds (CFDA 84.377), which are discretionary at the State level, in a schoolwide program, the LEA must carry out the activities in its SIG application and adhere to the requirements of each school intervention model it selects to implement in its Tier I and Tier II schools.
e.	An SEA must modify State fiscal and accounting procedures, if necessary, to eliminate barriers so that schools can easily consolidate funds from other Federal, State, and local sources in schoolwide programs.  The SEA must also notify its LEAs of the authority to operate schoolwide programs.
(Sections 1111(c)(6), (9) and (10), 1114, 1306(b)(4), and 7115(c) of ESEA (20 USC 6311(c)(6), (9) and (10), 6314, 6396(b)(4), and 7425(c)); Section 613(a)(2)(D) of IDEA (20 USC 1413(a)(2)(D)); 34 CFR sections 200.25 through 200.29).
(Source: 2016 OMB Compliance Supplement Part 4, Department of Education, Cross-Cutting Section)
[bookmark: _Toc464479929]Additional Program Specific Information
Based on non-regulatory guidance from USDE in March 2006 for Designing Schoolwide Pools, documentation relating to the needs assessment should include significant information about the achievement of students and conditions in the school that directly affect their academic achievement.  Documentation relating to the comprehensive schoolwide plan must contain specific information about how the program will implement the components, how resources will be used, the programs consolidated to support the schoolwide program, and how student assessment results will be disseminated.  Documentation relating to the evaluation should include the method of evaluation used, and findings that describe the results achieved by the schoolwide program and its implementation.
(Source:  Non-Regulatory Guidance from USDE dated March 2006 - http://www2.ed.gov/programs/titleiparta/legislation.html - pages 32-33 of Appendix I)
(Source: Ohio Department of Education Office of Grants Management) 
For further AOS guidance on schoolwide, see pages 17-22 of http://portal/BP/Intranet/AA%20Training%20Fall%202010/ODE%20Update.pdf  – Fall 2010. 
(Source: CFAE)




N.  Special Tests and Provisions – Schoolwide Programs (LEAs)

[bookmark: _Toc464479930]Audit Objectives and Control Testing
1) Obtain an understanding of internal control, assess risk, and test internal control as required by 2 CFR section 200.514(c) and using the guidance provided in the following:
· Part 6 of the OMB Compliance Supplement, Internal Control
· 2013 COSO (http://www.coso.org/IC.htm)
· GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf). 
Consider the results of the testing of internal control in assessing the remaining risk of noncompliance. Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance. For further AOS guidance on testing federal controls see   AOS A&A Training: Testing Federal Controls- Fall 2011 .
(Source: 2016 OMB Compliance Supplement Part 3.2)
2) Determine whether (1) the schools operating schoolwide programs were eligible to do so, (2) the schoolwide programs included the core elements and components, (3) funds included in the schoolwide program were used to address specific educational needs that the school identified in the needs assessment and that were articulated in the schoolwide plan, and (4) the annual evaluation of the results achieved by the schoolwide program and revision of the schoolwide plan based on that evaluation were completed.
(Source: 2016 OMB Compliance Supplement Part 4, Department of Education, Cross-Cutting Section)
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):





N.  Special Tests and Provisions – Schoolwide Programs (LEAs)

[bookmark: _Toc464479931]Suggested Audit Procedures
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	

	a.	For schools operating a schoolwide program, review records and ascertain if the schools met the poverty eligibility requirements.

b.	Review the schoolwide plan and ascertain if it included the required core elements and components described above.

c.	Review documentation to support:

(1)	Consultation with parents including, when MEP funds are consolidated, the parents of migratory children or organizations representing those parents; and, when Title VII, Part A, Subpart 1 (Indian Education) funds are consolidated, approval by the Indian parent advisory committee.

(2)	If MEP funds are consolidated in the schoolwide program, the identified needs of migratory children were met before MEP funds were consolidated.

d.	Verify that funds were used in accordance with the schoolwide plan.

e.	Verify that the annual evaluation was conducted and actions were taken to revise the schoolwide plan in accordance with the evaluation results.


	

N.  Special Tests and Provisions – Schoolwide Programs (LEAs)

[bookmark: _Toc464479932]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



N.  Special Tests and Provisions – Schoolwide Programs (LEAs)

[bookmark: _Toc464479933]N.  SPECIAL TESTS AND PROVISIONS – Assessment of Need (LEAs)
[bookmark: _Toc464479934]OMB Compliance Requirements
The specific requirements for Special Tests and Provisions are unique to each Federal program and are found in the statutes, regulations, and the provisions of contract or grant agreements pertaining to the program.  For programs listed in this Supplement, the compliance requirements, audit objectives, and suggested audit procedures for Special Tests and Provisions are in Part 4, “Agency Program Requirements.” or Part 5. “Clusters of Programs.”  For programs not included in this Supplement, the auditor must review the program’s contract and grant agreements and referenced statutes and regulations to identify the compliance requirements and develop the audit objectives and audit procedures for Special Tests and Provisions which could have a direct and material effect on a major program.  The auditor should also inquire of the non-Federal entity to help identify and understand any Special Tests and Provisions.
Additionally, both for programs included and not included in this Supplement, the auditor must identify any additional compliance requirements which are not based in statute or regulation (e.g., were agreed to as part of audit resolution of prior audit findings) which could be material to a major program.  Reasonable procedures to identify such compliance requirements would be inquiry of non-Federal entity management and review of the contract and grant agreements pertaining to the program.  Any such requirements which may have a direct and material effect on compliance with the requirements of that major program shall be included in the audit.
(Source: 2016 OMB Supplement 3.2)
Part 4 OMB Program Specific Requirements
U.S. Department of Education Program Specific Information:
To be eligible to receive a subgrant of Title II, Part A funds, an LEA must conduct an assessment of local needs for professional development and hiring, as identified by the LEA and school staff.  The needs assessment must be conducted with the involvement of teachers, including teachers who work in Title I, Part A targeted assistance programs and schoolwide program schools (Sections 2122(b)(8) and (c) (20 USC 6622(b)(8) and (c))).
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
[bookmark: _Toc464479935]Additional Program Specific Information
None noted. 

N.  Special Tests and Provisions – Assessment of Need (LEAs)

[bookmark: _Toc464479936]Audit Objectives and Control Testing
1) Obtain an understanding of internal control, assess risk, and test internal control as required by 2 CFR section 200.514(c) and using the guidance provided in the following:
· Part 6 of the OMB Compliance Supplement, Internal Control
· 2013 COSO (http://www.coso.org/IC.htm)
· GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf). 
Consider the results of the testing of internal control in assessing the remaining risk of noncompliance. Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance. For further AOS guidance on testing federal controls see   AOS A&A Training: Testing Federal Controls- Fall 2011 .
(Source: 2016 OMB Compliance Supplement Part 3.2)
2) Determine whether the LEA, with the required participation of teachers, conducted the required needs assessment.
(Source: 2016 OMB Compliance Supplement, Part 4, Department of Education CFDA 84.367 Improving Teacher Quality State Grants)
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):


Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):



Description of evidence documenting the control was applied (i.e. sampling unit):





N.  Special Tests and Provisions – Assessment of Need (LEAs)

[bookmark: _Toc464479937]Suggested Audit Procedures
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	

	
Review documentation to ascertain if the LEA conducted the required needs assessment and if teachers, including Title I, Part A teachers from targeted assistance or schoolwide program schools, participated in the needs assessment.



	

N.  Special Tests and Provisions – Assessment of Need (LEAs)

[bookmark: _Toc464479938]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	
A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



N.  Special Tests and Provisions – Assessment of Need (LEAs)

[bookmark: _Toc464479939]Program Testing Conclusion
We have performed procedures sufficient to provide reasonable assurance for federal award program compliance requirements (to support our opinions). The procedures performed, relevant evidence obtained, and our conclusions are adequately documented. (If you are unable to conclude, prepare a memo documenting your reason and the implications for the engagement, including the audit reports.)	
	Conclusion

	The opinion on this major program should be:
	

	Unmodified:
	

	Qualified (describe):
	

	Adverse (describe):
	

	Disclaimer (describe):
	



Per paragraph 13.38 of the 2016 AICPA Audit Guide, Government Auditing Standards and Single Audits, [image: Permalink to here], the following are required to be reported as audit findings in the federal awards section of the schedule of findings and questioned costs (see 2 CFR section 200.516):
· Significant deficiencies and material weaknesses in internal control over major programs
· Material noncompliance with the laws, regulations, and provisions of contracts and grant agreements related to major programs
· Known questioned costs that are greater than $25,000 for a type of compliance requirement for a major program.  The auditor also should report (in the schedule of findings and questioned costs)  known questioned costs when likely questioned costs are greater than $25,000 for a type of compliance requirement for a major program. 
· Known questioned costs that are greater than $25,000 for programs that are not audited as major.
· The circumstances concerning why the auditor's report on compliance for major programs is other than an unmodified opinion, unless such circumstances are otherwise reported as audit findings in the schedule of findings and questioned costs for federal awards (for example, a scope limitation that is not otherwise reported as a finding). 
· Known fraud affecting a federal award, unless such fraud is otherwise reported as an audit finding in the schedule of findings and questioned costs for federal awards.
· Significant instances of abuse relating to major programs
· Instances in which the results of audit follow-up procedures disclosed that the summary schedule of prior audit findings prepared by the auditee in accordance with Section 200.511(b) of the Uniform Guidance, materially misrepresents the status of any prior audit finding.
Appendix I lists block grants and other programs excluded from the requirements of specified portions of 2 CFR part 200.
Appendix II provides regulatory citations for Federal agencies’ codification of the OMB guidance on “Uniform Administrative Requirements, Cost Principles, and Audit Requirements” (in 2 CFR part 200). 
All departments and agencies other than the following have OMB-approved exceptions as part of their adoption/implementation: Departments of Commerce, Homeland Security, Housing and Urban Development, and Veterans Affairs; Gulf Coast Restoration Council; Institute of Museum and Library Services; National Endowments for the Arts and Humanities; Office of National Drug Control Policy; and Social Security Administration. The complete list of exceptions is available at https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf. 
	Cross-reference to internal control matters (significant deficiencies or material weaknesses), if any, documented in the FACCR:

	





	Cross-reference to questioned costs and matter of noncompliance, if any, documented in this FACCR:

	





[bookmark: AICPAIGS:767.2670-1]Per paragraph 13.47 of the 2016 AICPA Audit Guide, Government Auditing Standards and Single Audits, the schedule of findings and questioned costs should include all audit findings required to be reported under the Uniform Guidance.   A separate written communication (such as a communication sometimes referred to as a management letter) may not be used to communicate such matters to the auditee in lieu of reporting them as audit findings in accordance with the Uniform Guidance.   See the discussion beginning at paragraph 13.33 for information on Uniform Guidance requirements for the schedule of findings and questioned costs. If there are other matters that do not meet the Uniform Guidance requirements for reporting but, in the auditor's judgment, warrant the attention those charged with governance, they should be communicated in writing or orally.   If such a communication is provided in writing to the auditee, there is no requirement for that communication to be referenced in the Uniform Guidance compliance report. Per table 13-2 a matter must meet the following in order to be communicated in the management letter: 
1. Other deficiencies in internal control over compliance that are not significant deficiencies or material weaknesses required to be reported but, in the auditor's judgment, are of sufficient importance to be communicated to management.
1. Noncompliance with federal statutes, regulations or terms and conditions of federal awards related to a major program that does not meet the criteria for reporting under the Uniform Guidance but, in the auditor's judgment, is of sufficient importance to communicate to management or those charged with governance.
1. Abuse that is less than material to a major program and not otherwise required to be reported but that, in the auditor's judgment, is of sufficient importance to communicate to the auditee.
1. Other findings or issues arising from the compliance audit that are not otherwise required to be reported but are, in the auditor's professional judgment, significant and relevant to those charged with governance.
	Cross-reference to any Management Letter items and explain why not included in the Single Audit Compliance Report:
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