IF |

ﬂr‘ Public Schools of North Carolina

Charter School Fiscal Monitoring —
What to Expect and How to Prepare

CHARTER SCHOOL LEADERSHIP INSTITUTE
OCTOBER 2018

Division of School Business
Leigh Ann Kerr, Assistant Director



Agenda

» Purpose of fiscal monitoring

» Format of a fiscal monitoring visit
» Documentation reviewed

» Fiscal monitoring instrument

» Corrective action

» Questions?
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Presentation Notes
Purpose of the training is to provide information to subgtantees about federal grant regulations under EDGAR and fiscal monitoring requirements for federal grants.


What is fiscal monitoring?

Purpose:

» Federal and state laws require the North Carolina
Department of Public Instruction (NC DPI) to
monitor implementation of federal programs
operated by local educational agencies( LEAS)
and charter schools.

» LEAs and charter schools are responsible for
creating and maintaining programs which meet
reguirements.


Presenter
Presentation Notes

Fiscal monitoring is best defined as a review of federal grant expenditures to ensure compliance with Federal and State rules and regulations as they relate to fiscal management and specific programmatic aspects of the grant. 

Whereas our monitoring schedule is based on Federal Programs, DPI School Business also reviews State and Local funding as well.  During the year, the Section review includes audit resolution, performance framework, and financial analysis and assessment.

Fiscal monitoring efforts may result in recoding of expenditures or repayment of funds. 





Purpose of the Fiscal Monitoring l
Visit

EDGAR: “to assure compliance with
applicable Federal requirements and
that performance goals are being
achieved”

To support schools in carrying out their
mission to help all students succeed

Assure that funds are being received,
expended, and accounted for properly
and in support of school goals

Prepare for audit or federal monitoring


Presenter
Presentation Notes
Major changes in federal grants management under new EDGAR
Focus on outcomes
Performance metrics
Risk assessments
Financial management policies
Equipment use
 


Who Is monitored?

» Risk-based assessment used to identify
schools with higher fiscal risk indicators
are chosen

» May overlap with program monitoring,
or be fiscal only

» 10-15 charter schools each year

» May be monitored several years in a
row, or not for a number of years — no
set schedule



Who i1s monitored — Risk Assessment
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Single Audit Findings
Previous monitoring review and identified deficiencies
Noncompliance Status

Issues or problems (late reporting, fund balance deficit, declining
ADM etc.)

Management request

Excessive Carryover

Suspension of payments for any reason
Amount of Federal Funds allocated

New Entity (Charter School/LEA)

Federal funds returned to DPI

Not meeting Maintenance of Effort (MOE)

New School Director, Federal Program Coordinator, Finance Officer,
etc.



Who monitors you?

» Monitoring and Compliance Section
within DPI Division of School Business for
Consolidated Federal Fiscal Monitoring

» Exceptional Children Programmatic
and/or Fiscal Monitors for IDEA grants

» CTE Programmatic and/or Fiscal Monitors

» School Nutrition monitors all Nutrition
grants




What federal grants will be
monitored in FY 20197

» ESSA formula grants
» Title |, Part A

» Title |, Part C

» Title Il, Part A

» Title Ill, Part A

» Title IV, SSAE

» 215t Century grants




How do we monitor?

Prior to onsite Visit:

» Notice of impending onsite fiscal monitoring visit
» Electronic mail
» Finance Officer / Principal / School Director
» Board Chair

» List of documentation to provide prior to or at the time of
the visit
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* General Ledger 
Payroll Journal 
Time and Effort documentation for all individuals on the payroll journals requested
List of Board of Directors, including contact information.
Board Policies and Procedures
Board Bylaws
School Policies and Procedures
 Finance Office Manual (if applicable)
* List of payments on all contracted services (object code 311)
Contracts for recipients of all payments for contracted services
Inventory Records
Evidence of physical inventory, such as logs, spreadsheets with signatures and dates, etc.
Supporting documentation, such as copies of invoices, receipts, etc.
Bank Statements and reconciliations





Format of a fiscal monitoring visit

» Length of visit may be 1 to 2 days

» Fiscal monitoring often requires a
shorter visit than program

» No classroom involvement
» No student or parent interaction



Format of a fiscal monitoring visit

» Sample agenda

>
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Entrance conference with Director, Administration,
finance officer, and monitoring team

Individual meetings as needed with program and/or
fiscal staff

Provide sample selection for review
Document review
Physical verification for inventory compliance

On-going meetings with fiscal staff as questions or
issues arise

Monitor completes Consolidated Federal Fiscal
Monitoring instrument

Exit conference with Director and other school
leadership as applicable




Format of a fiscal monitoring visit

» Fiscal monitoring tool is completed for all visits

» Preparation and issuance of final Consolidated
Federal Fiscal Review report

» Areas of compliance recognized

» Improvement recommendations — areas for
improvement but not out of compliance

» Required corrective action plan (CAP) for items
found to be out of compliance

» l|dentified deficiencies

» Action steps

» Required documentation
» Deadline for completion
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School may request technical assistance for specific areas






Fiscal Monitoring — General Fiscal
Requirements

» Documentation that policies and
procedures were followed

» Documentation that funds were
obligated and liquidated within the
approved grant period

» Federal funds are accounted for
separately

» BAAS budget matches school’s general
ledger




What do we monitor?

» Time & Effort

» Contracted Services and Procurement
» Inventory and Equipment

» Internal Controls

» Cash Management



What do we monitor?

» Review the following for all applicable
federal grants:

» Budgets and revisions

» Travel

» Procurement

» Contracts

» General fiscal requirements
» Use of Funds

» Personnel



Fiscal Monitoring — Personnel

» Position counts are consistent with approved
budget/application in CCIP/BAAS

» FTEs are calculated appropriately for the job
category/assignment

» Semi-annual certifications or PARS are on file for
all federally funded employees (required if any
part of the salary is paid from federal funds)



What We Monitor - Equipment and
Inventory

Inventory and Supplies
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Capture “significant technological” items, regardless
of threshold

Must maintain effective control and accountability

Must adequately safeguard all such property
against loss, damage, or theft

Must assure that it is used solely for authorized
purposes

Physical inventory needs to be taken and
documented at least every two years

Maintenance procedures in place
Disposition procedures in place



Presenter
Presentation Notes
EDGAR does not set out any specific tracking requirements for inventory and supplies but, as a practical matter, ED expects subgrantees to track all property purchased with federal funds in order to prove there has been an allocable benefit to the federal program.

“Significant technological” items mean those items also considered to be “highly walkable” – e.g. desirable – laptops, iPad, iPod, tablets, etc.

Also – for both Equipment and Inventory – procurement review for any of the items would mean verification of required documentation:
Invoice 
Copy of check 
Evidence of Board prior approval if applicable



What We Monitor - Contracted
Services and Procurement

Review to determine expenditures are:

- Allowable
-~ Allowable under the relevant program
— Consistent with federal cost principles
— Consistent with EDGAR
» Reasonable and Necessary
» Necessary for the performance or administration of the grant
» Does not exceed that which would be incurred by a prudent person
» Follows sound business practices
» Reflects market prices for comparable goods or services
» Allocable

» Can only charge in proportion to the value received by the program

» Adequately documented
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Procurement and Contracted Services
LEAs/charter schools assumed responsibility for ensuring federal funds are expended and accounted for consistent with program regulations and approved applications. Procurement standards apply to the purchase of supplies, equipment, construction (if approved) for LEAs, and other services funded in whole or in part by federal grant funds. LEA/charter school procurement policies must be in accordance with 34 CFR 80.36 when using federal funds.  

Practical aspects of “reasonable”
Is the expense targeted to valid programmatic/administrative considerations?
Do I have the capacity to use what I am purchasing?
Did I pay a fair rate?  Can I prove it?
If I were asked to defend this purchase, would I be comfortable?

Sound business practices - arm's-length bargaining; Federal, State and other laws and regulations; and, terms and conditions of the Federal award. 


ALLOCABLE - Example:  LEA purchases a computer to use 50% in the Title I program and 50% in a state program – can only charge half the cost to Title I


What we monitor — Internal Controls

» Written policies and procedures that are in
compliance with Uniform Grants Guidance
(UGG)

» Should be submitted electronically to School
Business prior to the visit

» Allows review by monitoring team before on-
site visit
» Written evidence of strong internal controls
» May be provided prior to the visit

» Evidence that policies, procedures, and internal
controls are being followed in daily operations



What we monitor — Internal Controls

» UGG required policies and procedures
» Travel Reimbursement Policy
» Conflict of Interest Policy
» Cash Management Procedures
» Allowability of Cost Procedures

» Procurement Procedures must be in place by
July 1, 2017



What We Monitor - Cash
Management

Cash Management Improvement Act (CMIA)
Implemented to prevent interest earnings on federal funds.
Grantee (DPI) must monitor for adherence to CMIA

LEA/charter school must calculate and remit interest earned
on any federal funds at least quarterly to the federal agency
(through the Department). Up to $500 per year may be
retained by the school for administrative expenses.

EDGAR Part 80.2 (b)

Methods and procedures for payment shall minimize the time
elapsing between the transfer of funds and disbursement by
the DPI and the LEA/charter school.
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Cash Management
The Cash Management Improvement Act of 1990 (CMIA) was placed in operation to prevent interest earnings on federal funds. Section 34 CFR 80.20-21 states that methods and procedures for payment shall minimize the time elapsing between the transfer of funds and disbursements by the grantee (DPI) and the subgrantee/recipient (LEA/charter school).  

Cash management is the process of requesting and receiving funds from the federal government, and then disbursing those funds to employees, vendors, and other payees. CMIA requires DPI to demonstrate when receiving federal funds that the charter school has either already spent or will spend the federal funds within three business days of receipt.  LEAs/charter schools cannot “hold” federal funds to spend whenever the school chooses, but instead an action must be taken to tie the federal funds within the general ledger to a specific expenditure within three business days of receipt. Therefore, DPI must ensure that payments to LEAs/charter schools are for reimbursements or expenditures anticipated to be made within three days. 



What We Monitor - Cash
Management

Review of documentation including:

» LEA/charter school’s cash management policies and
procedures

» General ledger for documentation of revenue and
expenditures to ensure:

» Disbursement transactions are recorded on the LEA/charter school’s
books and funds delivered within 3 days of drawdown

Journal voucher entries (in instances when expenditures made with
state and local funds need to be charged to federal funds)
completed within three days of the federal funds receipt
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For example, to consider the funds “spent,” the payroll transactions should be recorded on the LEA/charter school’s books and the funds delivered to the recipients.




Fiscal Monitoring
Instrument — sample page

» Checks for policy or procedure

» Asks for evidence of implementation
» Selected grants noted

» CAP items noted if applicable

» Notes by the monitor to provide
additional information



Fiscal Monitoring

Consolidated Federal Fiscal Monitoring

CITATION

REQUIREMENTS

DOCUMENTATION ON FILE AT THE LEA/TO BE
PROVIDED TO THE (SEA) DEPARTMENT TO
VERIFY COMPLIANCE

DOCUMENTATION ON FILE AT THE
SEA (DEPARTMENT) TO VERIFY
COMPLIANCE

5. INTERNAL CONTROLS, EXPENDI'

TURES, INVENTORY, DRAWDOWNS, COST PRINCIPLES — ALL PROGRAMS OF TITLE I, TITLE II, TITLE IIT, TITLE IV, TITLE V,

and SCHOOL IMPROVEMENT 1003(a) and 1003(g)

Internal Controls / Expenditures

Internal Control Requirements
2 CFR §200.61

2 CFR §200.62(a)

2 CFR §200.62(b)(1-2)

2 CFR §200.303

Internal Controls Required in Writing
o Allowability

2 CFR §200.302{b)(7)
Procurement
2 CFR §200.318
2 CFR §200.319
2 CFR §200.320
Time and Effort
2 CFR §200.430
Travel Policy
2 CFR §200.474{a)
Segregation of Duties
GAO-14-704G
10,03, 10.12-10.14

Adherence to
2 CFR Part 200, ESSA, and IDEA
Requirements
Program Authorization
2 CFR §200.302 (b)4)
Reconciliation
2 CFR §200.302 (b)(5)
Allowable

51 Internal Controls / Expenditures
Internal Controls
a.  Ewvidence that all LEA Internal Controls specific to
LEA expenditures required to be in writing by 2
CFR Part 200 (Allowability, Procurement, Time
and Effort, Travel, Segregation of Duties, Stipends)
are present and meet requirements for internal
controls:
1. Effectiveness and efficiency of operations;
2. Reliability of reporting for internal and external
use;
3. Compliance with applicable laws and
regulations.
4. Ability to meet the following objectives for

Federal Awards:

A, Transactions are properly recorded and
accounted for, in order to 1) Permit the
preparation of reliable financial statements
and Federal reports; 2) Maintain
accountability over assels

. Transactions arc executed in compliance
with 1) Federal statutes. regulations, and
the terms and conditions of the Federal
award that could have a direct and material
effect on a Federal program: and 2) Any
other Federal statutes and regulations that
are identified in the Compliance
Supplement

Expenditures
b. Ewvidence that the LEA maintains accounting

records that are supported by source documentation

51 Internal Controls / Expenditures
Internal Controls
a.  Evidence that Intemnal Controls required to be in
writing by 2 CFR Part 200
1. Written Allowability Procedures - 2 CFR
§200.302(b)(7)
2. Written Procurement Procedures - 2 CFR
§200.319(¢)
3. Written Method for Conducting Technical
Evaluations of Proposals and Selecting Recipients
- 2 CFR §200.320(d)(3)
Written Compensation and Leave Policies - 2
CFR §200.430
Written Conflict of Interest Policy - 2 CFR
§200.318(c)
Written Travel Policy - 2 CFR §200.474(b)

Expenditures
b. Copy of FY17 and FY 18 Payroll & Expenditure

Detail Reports for every program organized by site,

51 Internal Controls / Expenditures

Previous Consolidated or Program Specific
Moniloring Reports

Evidence of Resolution of Outstanding Audits,
Complaints,  and  Previous  Monitoring
Findings

Approved FY18 grant
Approved FY17 and FY 18 Budgets w

Attachments (Job Descriptions, Class Size
Reduction Worksheets)

Morth Carolina Department of Public Instruction
Augng 2017 . Page 11 of 82







After the site visit

» Monitor reports are reviewed by Section Chief and
School Business Assistant Director prior to issuance

» If no deficiencies, school receives report with cover
letter stating all programs no deficiencies in
compliance with federal laws and regulations
noted during site visit and FY 2018 cycle closed

» If deficiencies noted and school is out of
compliance:

» School receives report with cover letter with indicating
required Corrective Action Plan and due date

» When corrective actions have been completed, school
receives a FY 2018 federal fiscal monitoring cycle closure

notification
AL



After the site visit

» Consolidated Federal Fiscal Monitoring Review Report written,
processed and reviewed by management and issued within
45 days of last day of site visit

» Report addressed to school Finance Officer / Principal /
School Director with copies to Board Chair and appropriate
DPI staff

» Report identifies:
» Deficiencies noted
» Corrective actions required
» Repayments due (if applicable)
» General recommendations

» LEA/ Charter School’s written response, including requested
documentation, due 30 days from date of report

» Closure notification
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LEAs/charter schools failing to provide written response in requested timeframe may be subject to enforcement remedies for noncompliance as specified in 34 CFR 80.43 and include withholding cash payments pending correction of the deficiency by the subgrantee; disallowance of the cost of the activity not in compliance; suspension or termination of the current award; withholding further awards; or other remedies that may be legally available. enforcement action for noncompliance as established by EDGAR


INndings



Common Fiscal Monitoring
Findings
» Time and Effort

» Semi annual certifications or personnel activity reports
are not on file

» Semi annual certifications or personnel activity reports

are not in compliance (e.g. not signed, signed/dated prior to
end of time covered)

» Procurement

» Lack of Documentation - Support for events not
sufficient enough to determine that it is allowable,
reasonable and necessary.

» Unallowable - Activity or events are not for the benefit
of funding program or targeted recipient



Common Fiscal Monitoring
Findings (continued)

» Contracted Services:
» Contracts not on file
» Contracts lacking critical elements

» Scope of services,

» Defined compensation,

» Signatures of all parties,

» Defined period of performance,

» Inclusion of remedy, termination and/or state
language clauses

» Lack of Documentation

» No support for services such as detailed invoices




Common Fiscal Monitoring
FlndlngS (continued)

» Equipment and Inventory:

» Improper Coding

» Prior approval not obtained from Board

» Not tagged

» Notinventoried

» Cannot be located

» Not used for the purpose of the grant
» Internal controls:

» Conflicting policies

» Outdated policies and procedures

» Non-existent policies




Common Fiscal Monitoring
Findings (concluded)

» Cash management

» Cash requested prior to disbursement held
longer than three business days

» Interest on cash held longer than three
business days not calculated

» Interest due not repaid
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