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Introduction
The purpose of this handbook is to provide a reference to the fiscal requirements and procedures necessary for responsible financial management of the Department of Public Instruction’s (DPI) administered grant programs. Our intent is to assist grant recipients in the proper disbursement, accounting and accountability for federal and state funds as prescribed by law. Financial management and accounting responsibility for DPI administered grant programs is assigned to the Federal Aids and Audit Section (FAAS), School Management Services, Division for Finance and Management. 
The handbook references the Code of Federal Regulations, the United States Code, the Catalog of Federal Domestic Assistance, the Single Audit Act as amended, the Wisconsin Uniform Financial Accounting Requirements (WUFAR), the Wisconsin Statutes, Wisconsin Administrative Code and GEPA. Since this handbook cannot be all-inclusive you are encouraged to refer to specific program legislation and regulations as needed. In such instances where state statute is more restrictive than federal requirements, the state statute applies.

Although Food and Nutrition program descriptions and basic account coding information is included in this handbook, Food and Nutrition participants should continue to rely on the Financial Management System and Administrative Policy Handbook issued by the DPI's Food and Nutrition Services, for more detailed information on USDA programs, since it was not deemed practical to duplicate those extensive US Department of Agriculture (USDA) regulations here.

Constructive suggestions from users of the handbook have been most helpful and are always welcome.

Alan Virnig, Senior Accountant
Federal Aids & Audit Section

(608) 266-2428

alan.virnig@dpi.wi.gov
Elizabeth Kane, Assistant Director

School Management Services Team

(608) 264-9331
elizabeth.kane@dpi.wi.gov
For detailed information regarding a specific grant, please see the DPI Grants and Financial Assistance webpage
http://www.dpi.wi.gov/grants.html
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Federal Regulations

Civil Rights

No person shall, on the grounds of race, color, national origin, age, or handicap, be excluded from participation in or be subjected to discrimination in any program or activity funded, in whole or in part, by federal funds. Discrimination on the basis of gender or religion is also prohibited in some federal programs.
Age


42 USC 76 6101 ET seq
http://www4.law.cornell.edu/uscode/42/ch76.html
Race

42 USC
21 200d


http://www4.law.cornell.edu/uscode/42/ch21schV.html
Handicap
29 USC 16 794


http://www4.law.cornell.edu/uscode/29/794.html
Gender
29 USC 8 206d


http://www4.law.cornell.edu/uscode/29/206.html
Equity 
29
USC 20 1228a

http://www4.law.cornell.edu/uscode/20/1228a.html
Copyrights (34 CFR, Part 80.34)

http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part80c.html
If any copyrightable material is developed in the course of or under a subgrant the U.S. Department of Education and the Department of Public Instruction shall have a royalty-free, nonexclusive, and irrevocable license to reproduce, publish, or otherwise use, and to authorize others to use, the work for federal government and state purposes.

Program Income (34 CFR, Part 80.25)

http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part80c.html
Income from royalties and license fees for copyrighted material developed by a grantee or subgrantee is program income only if the revenues are specifically identified in the grant agreement or federal agency regulations as program income.

In addition, when announcing any contract award for goods or services with an aggregate value of $500,000 or more, the recipient agrees to specify the amount of federal funds used to finance the contract and the percentage of total costs of such a contract that the federal funds represent.

Political Activity
Hatch Act (5USC 1501-1508) and Intergovernmental Personnel Act of 1970, as amended by Title VI of the Civil Service Reform Act 
(PL 95-454 Section 4728)

http://www4.law.cornell.edu/uscode/5/pIIch15.html
Federal funds cannot be used for partisan political activity of any kind by any person or organization involved in the administration of federally-assisted programs.

Record Retention (34 CFR, Part 80.42)

http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part80c.html
All recipients of federal funds must keep records that fully disclose the amount and use of those funds, the total cost of activity for which the funds are used, the share of cost provided from other sources, and such other records as will facilitate an effective financial or programmatic audit.

The federal retention period is three years for all financial and programmatic records. The starting date of retention begins on the day the final expenditure report is submitted. The retention period for equipment records starts on the date of disposition or replacement or transfer. If any litigation, claim, negotiations, audit or other action involving the records started before the end of the three year period, the records must be retained until completion of the action and resolution of all issues or until the end of the three year period, whichever is later.

The State Public Records Board requires records on federal funds be kept the current year, plus four (4) years after the close of the fiscal year, unless litigation is started (see above). This action was taken to insure school districts kept records for sufficient time because not all federal grants are issued on a fiscal year basis (July 1 through June 30).
Allowable Cost 
(34 CFR, Part 80.22—OMB Circular A-87)

34 CFR, Part 80.22 http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part80c.html
OMB Circular A-87 http://www.whitehouse.gov/omb/circulars/a087/a087-all.html
Allowable Costs

LEAs assume responsibility for insuring that federally assisted program funds have been expended and accounted for consistent with program regulations and approved applications. Allowable costs generally are categorized as either direct or indirect. Typical direct costs include salaries, fringe benefits, purchased services, non-capital objects and capital objects. 

Basic Guidelines

To be allowable under a federal award, costs must meet the following general criteria:
a.
Be necessary and reasonable for proper and efficient performance and administration of federal awards and be allocable thereto under these principles.

b.
Be authorized or not prohibited under state or local laws or regulations.

c.
Conform to any limitations or exclusions set forth in these principles, federal laws, or other governing limitations as to types or amounts of cost items.

d.
Be consistent with policies, regulations, and procedures that apply uniformly to both federally assisted and other activities of the governmental unit.

e.
Be accorded consistent treatment. Consequently, 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 a federal award as an indirect cost.

f.
Be determined in accordance with generally accepted accounting principles appropriate to the circumstances.

g.
Not be included as a cost or used to meet cost sharing or matching requirements of any other federally-supported activity in either the current or a prior period.

h.
Be net of all applicable credits.

i.
Be adequately documented.

A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the cost. In determining reasonableness of a given cost, consideration shall be given to:

a.
Whether the cost is of a type generally recognized as ordinary and necessary for the operation of the governmental unit or the performance of the federal award.

b.
The restraints or requirements imposed by such factors as sound business practices, arms length bargaining, federal, state and other laws and regulations, and terms and conditions of the federal awards.

c.
Market prices for comparable goods or services.

d.
Whether the individuals concerned acted with prudence in the circumstances considering their responsibilities to the governmental unit, its employees, the public at large and the federal government.

e.
Significant deviations from the established practices of the governmental unit which may unjustifiably increase the federal awards cost.

Indirect Cost Rates 34 CFR 76.560
OMB Circular A-87 Attachment E
34 CFR 76.560 http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part76f.html
OMB Circular A-87 Attachment E http://www.whitehouse.gov/omb/circulars/a087/a087-all.html
Indirect costs are those costs which are not readily identified with the activities funded by the federal grant or contract but are nevertheless incurred for the joint benefit of those activities and other activities and programs of the LEA. Accounting, auditing, payroll, personnel, budgeting, purchasing, and operation and maintenance of plant are examples of services which typically benefit several activities and programs and for which appropriate costs may be attributed to the federal program by means of an indirect cost allocation plan. In theory, all costs could be charged as direct costs, but where practical limitations and considerations of efficiency preclude such an approach, an indirect cost allocation plan is an acceptable alternative.

If an LEA elects to recover indirect costs, an indirect cost rate must be approved annually by DPI and included in the federal program budget. Recovery of indirect costs does not mean that more funds will be available from federal programs. Formula-based grants generate funds for LEAs based upon formula requirements. Reimbursement from DPI for the combination of direct and indirect costs may not exceed the federal funds available to an LEA.

Federal regulations require that a restricted indirect cost rate be computed for federal education programs, which prohibit supplanting. Computation of the restricted indirect cost rate excludes maintenance and operation of plant expenditures. Furthermore, indirect cost rate computations exclude any extraordinary or distorting expenditure such as capital expenditures or “pass through” funds. Normally pass through funds are associated with “transit of aid” in WUFAR. Basically the restricted indirect cost rate may be applied to salaries, fringes, non-capital objects and purchased services excluding intergovernmental payments.

Typically, restricted indirect cost rates approved by DPI, range from one to five percent.

Questions relating to LEA indirect cost rates may be directed to Eugene Fornecker of DPI’s School Financial Services Team, (608) 267-7882.

Obligation of Funds (34 CFR, Parts 76.704 and 76.707)

http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part76g.html
When LEAs may begin to obligate funds depends upon the authorizing statute as follows:

a.
If grants are awarded based upon a formula, an LEA may not obligate funds until the later of:


1.
July 1; or


2.
the date that the LEA submits its application to DPI in substantially approvable form.


Reimbursement for obligations made under formula based grants is subject to final approval of the application.

b.
If grants are awarded on a discretionary basis, LEAs may not obligate funds until the grant is made. However, DPI may approve pre-agreement costs, which are consistent with allowable costs under the grant.

When is an obligation made?

If the Obligation is for:


1.
Equipment or Supplies

2.
Personal services by an employee of the LEA

3.
Personal services by a contractor who is not an employee of the LEA

4.
Public utility services

5.
Travel

6.
Rental of building or equipment.


The Obligation is made:

1.
On the date, which the LEA makes a binding, written commitment to acquire the equipment or supplies.

2.
When the services are performed

3.
On the date, which the LEA makes a binding, written commitment to obtain the services

4.
When the LEA receives the services

5.
When the travel is taken

6.
When the LEA uses the building or equipment
Note: Discussion under Program Fiscal Report of this handbook indicates that all obligations must be liquidated (vendor paid) prior to submission of a final claim. Generally LEAs are given 90 days to liquidate obligations. For example, final claims are due September 30, 2006 on grants with an ending date of June 30, 2006 unless otherwise stated.
Property Management Standards (34 CFR, Part 80.32) 
http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part80c.html
The following discussion applies to equipment purchased in whole or in part with funds received from grants from the U.S. Department of Education.

Acquisition Cost is defined as the net invoice price of the equipment, including the cost of modifications, attachments, accessories, or auxiliary apparatus necessary to make the equipment usable for the purpose for which it was acquired. Other charges such as the costs of installation, transportation or taxes may be included in or excluded from the unit acquisition cost in accordance with the regular accounting practices of LEAs.

Equipment is defined as property having a useful life of more than one year and an acquisition cost of $5,000 or more per unit. An LEA may use its own definition of equipment provided that such definition would at least include the equipment defined in the previous sentence. 

Equipment must be used in the project or programs for which it was acquired as long as needed, whether or not the project or program continues to be supported by federal funds. When no longer needed for the original project or program the equipment must be used, if needed, in other projects or programs currently or previously sponsored by the federal government, with priority to federal programs sponsored by the U.S. Department of Education.

If the equipment is being used less than full time in the project or program for which it was originally acquired, the equipment may be made available for use in other projects or programs currently or previously sponsored by the federal government, provided such use will not interfere with the work of the original project or program. When no longer needed for the original project or program, the equipment must be used in connection with other federally sponsored programs.

Disposition of equipment shall be made if the equipment is no longer to be used in projects or programs currently or previously sponsored by the federal government. Equipment with a current per unit fair market value of less than $5,000 may be retained, sold, or otherwise disposed of, with no further obligation.

Equipment with a current per unit fair market value in excess of $5,000 may be retained or sold. The federal government has a right to an amount calculated by multiplying the current market value or the proceeds from the sale by the federal share of the equipment. The federal share of equipment shall be the same percentage as the federal share of the LEAs total costs under the grant. When disposing of equipment write to the appropriate DPI program administrator. 

When acquiring replacement equipment, the grantee or subgrantee may use the equipment to be replaced as a trade-in or sell the property and use the proceeds to offset the cost of the replacement property, subject to the approval of the awarding agency. 
Procedures for managing equipment whether acquired in whole or in part with grant funds, until disposition takes place must, at a minimum, meet the following requirements:

1.
Property records must be maintained that include a description of the property, a serial number or other identification number, the source of property, who holds title, the acquisition date, and cost of the property, percentage of federal participation in the cost of the property, the location, use and condition of the property, and any ultimate disposition data including the date of disposal and sale price of the property.

2.
A physical inventory of the property must be taken and the results reconciled with the property records at least once every two years.

3.
A control system must be developed to ensure adequate safeguards to prevent loss, damage, or theft of the property. Any loss, damage, or theft shall be investigated.

4.
Adequate maintenance procedures must be developed to keep the property in good condition.

5.
If the grantee or subgrantee is authorized or required to sell the property, proper sales procedures must be established to ensure the highest possible return.

Procurement Standards (34 CFR, Part 80.36)

http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part80c.html
Procurement standards apply to the purchase of supplies, equipment, construction and other services funded in whole or in part by federal grant funds. LEA procurement policies must be in accordance with Part 80.36 when using federal funds. Since procurement standards are quite lengthy, please refer to website above.
Drug Free Schools

http://www4.law.cornell.edu/uscode/41/702.html
The Drug Free Schools and Communities Act Amendments of 1989, PL 101-226, requires that, as a condition of receiving funds or any other form of financial assistance under any federal program, an institution of higher education (IHE), state educational agency (SEA), or local educational agency (LEA) must certify that it has adopted and implemented a program to prevent the unlawful possession, use, or distribution of illicit drugs and alcohol by students and employees. Certifications to that effect were distributed to LEA’s and signed copies are now on file at DPI from all Wisconsin LEA’s.

If an LEA receives a grant direct from a federal granting agency the requirements of the Drug Free Workplace Act (DFW), (PL 100-690 Title V, Subtitle D, 41 USC 702 et seq.) also applies. Federal granting agencies will typically require a DFW certification at the time an application is submitted, which will indicate the requirements of this law.

Debarment and Suspension-Non-procurement (34 CFR Parts 85)

Debarment and Suspension http://www.ed.gov/policy/fund/reg/edgarReg/edlite-part85a.html
Executive Order 12549 provides that, to the extent permitted by law, executive departments and agencies shall participate in a government-wide system for nonprocurement, debarment and suspension. A person who is debarred or suspended shall be excluded from federal financial and nonfinancial assistance and benefits under federal programs and activities. The DPI will include a certification form with each DPI administered program application that requires it. Grant recipients in turn must collect a certification whenever federal grant monies are used under the following conditions:

A.
Any procurement contract for goods or services expected to equal or exceed the federal procurement small purchase threshold fixed at 10 USC 2304(g) and 41 USC 253(g) (currently $25,000).

B.
Any procurement contract for goods or services, regardless of amount, under which that person will have a critical influence on or substantive control over that transaction. Such persons are:


1)
Principal investigators


2)
Providers of federally-required audit services.

Operating Procedures
The Wisconsin Uniform Financial Accounting Requirements
(WUFAR)

http://www.dpi.wi.gov/sfs/wufar.html
The WUFAR is a double entry accounting system organized and operated on a fund basis. Each fund has a separate set of self-balancing accounts, which comprise the funds assets, liabilities, equity, revenues and expenditures or expenses, as appropriate. District resources are allocated to and accounted for in the individual funds based on purposes for which the resources are to be expended.
Implemented on a statewide basis during 1980-81, (then called the Wisconsin Elementary and Secondary School Accounting System (WESSAS)) promoted a uniform accounting system balanced with LEA flexibility. Basically, WUFAR is a language used to reveal revenues and expenditures related to budgets, claims, required reports and audits. District staff that is responsible for completing federal program applications are encouraged to communicate with their business managers and bookkeepers for classification help. WUFAR handbooks providing detail guidance can be found at the above url.
The following brief discussion is intended for individuals who have not worked closely with WESSAS. 


WUFAR Account Code Sequence
	Fund
	Location/
Organization
	Object or Source
	Function
	Program/
Project
	Fiscal Year
	Local

	XX
	XXX
	XXX
	XXX XXX
	XXX
	XX
	XXX


Fund
Normally transactions for programs covered by this manual are recorded in the following funds: 


10—The General Fund


20—Special Project Funds 


50—Food Service Fund


80—Community Services Fund


90—Package and Cooperative Program Funds

Location/Organization
Location means the building or site where activities providing for or supporting education take place. Organizations refer to administrative, instructional or support units such as grade level.

Source
Source classifies revenues according to their origins. This includes revenues from local, state and federal sources.

Object
An object is a service or commodity acquired in exchange for an asset. In budgets, objects normally included are salaries, fringe benefits, purchased services, non-capital objects, capital objects, insurance and judgments.

Function
Function means the purpose for which an object is used or for which a person acts. Functions may generally be grouped as Instruction and Support Services. Instruction includes the activities dealing directly with the interactions between staff and students. Support Services are those services, which provide administrative, technical (such as guidance) and logistical support to facilitate and enhance instruction. Detailed function codes are used for certain programs, which require specific cost information to determine approval and payment under grants.

Program/Project
An organized activity or group of activities designed to meet the criteria under which financial support from other governmental agencies is received. For example:


141—ESEA Title I-A Basic Grant


329—ESEA Title IV-A Drug Free Schools

Fiscal Year
For the 2006-07 year, a 7 is used.

Local
Local dimensions specify information about characteristics of financial transactions, which are not included in any of the common dimensions provided in the accounting system. These are strictly local options.

WUFAR Source and Project Numbers
(Aid Register Coding)

http://www.dpi.wi.gov/sfs/online_ar.html
Budget
Upon program approval, the Federal Aids and Audit Section (FAAS) are provided a copy of the approved program budget which is the authority to process claims for reimbursement. Budgets normally include the following objects referred to as line items:

Salaries

Fringe Benefits

Purchased Services

Non-Capital Objects

Capital Objects

Insurance and Judgments

The FAAS is responsible to ensure that reimbursed expenditures are consistent with the approved budget. If a direct relationship does not exist between the claim and approved budget, corrective action must be initiated and a resolution reached prior to payment. This may involve correcting the claim or seeking a budget modification.

When completing budgets, the function Instruction includes the activities dealing directly with the interactions between teacher and students. Budget for teachers, aides or classroom assistants of any type which assist teachers in the instructional process is consider instruction. Support Services is technical and logistical support to facilitate and enhance instruction, i.e., guidance, physical and mental health services and improvement of instruction.

The objects Salaries (100 series) and Fringe Benefits (200 series) are used for amounts paid to or paid on behalf of employees who are actually on the district payroll. Employee benefit cost, including health care funded by self-insurance, are fringe benefits. Purchased Services (300 series) includes payments for services rendered by individuals who are not on the payroll of the district. An example is payment for a contracted consultant. Other examples are employee travel, pupil travel, utilities, communication and data processing charges and contacts for services with outside public or private agencies.

Non-Capital Objects (400 series) includes supplies, instructional materials and books. Budget equipment purchases under Capital Objects (series 500). Equipment is federally defined as property having a useful life of more than one year and an acquisition cost of $5,000 or more per unit. Rentals are included, as they are costs in lieu of purchase. Recipients should categorize capital and non-capital objects consistent with their district policy, provided the federal definition is not exceeded. 
Insurance and Judgments include payments for insurance protecting the district against various misfortunes and expenditures for unemployment compensation. Other Objects (900 series) includes professional dues and registration fees. 
Budget Modifications
Budget modifications are required when significant changes are made to the original approved budget. Budget flexibility for each program is determined by regulations, audit requirements and by each DPI program administrator. Some programs do vary; however, efforts are made where possible to have a consistent policy. We suggest you review each grant program’s budget policy.

In general, and unless otherwise stated, the amount of flexibility allowed is 10 percent per line item. Line items can be found on the approved budget summary lines. This means if you over spend one line by 10 percent there must be an equivalent amount under spent on the other budgeted lines. Reimbursement can not exceed the total amount of the grant award without prior authorization.
Please refer to the instructions given by the DPI program administrator responsible for approval of the federal grant application for budget revisions. Budget modifications may be in electronic format, Excel spreadsheet or paper copy depending on the program and the accompanying instructions.
Program Fiscal Report
Form PI-1086

Form (PI-1086) is the standard form for reporting all grant expenditures. The claim is a summary report. Detail to support the claim, such as purchase orders, invoices, and payroll data is maintained by the district.

It may be appropriate for a Title 1 coordinator, LVEC or special education director to assist in preparing the claim. However, the Office of Management and Budget's Compliance Supplement for Single Audits requires auditors to review administrative controls. Auditors review procedures for preparing claims, sample claims for completeness and monitor for proper reconciliation of claims to the district's general ledger. When the LEA business office is not in charge of such activities, audits have cited material administrative control weakness as a non-compliance finding.

In general, LEAs may submit claims monthly or less frequently if desired. Normally LEAs determine the frequency of submission based upon their cash flow needs. In most cases, 90 days is provided to complete payments on obligations made during the program period and to submit a final claim (i.e., for grant ending date of June 30, no later than September 30).

As discussed under the Budget section, reimbursable expenditures must be in accordance with the approved program budget. Reimbursement may not exceed the total approved budget. However, a 10 percent variance is allowed on line items without a request for budget modification.

Advance payments, based on valid reported encumbrances, are authorized under most programs; however, federal regulations require grant recipients to maintain procedures that minimize the time elapsing between the transfer of funds and their disbursement. As a general rule, no more than a 30-day cash supply. To monitor this we require monthly reporting of expenditures. When cash receipts total 80 percent of the approved budget, remaining payments will revert to a reimbursement basis.

Where a funding period is specified, a grantee may charge to the award only costs resulting from obligations of the funding period unless carryover of unobligated balances is permitted, in which case the carryover balances may be charged for costs resulting from obligations of the subsequent funding period.

Upon receipt of an approvable claim, payment is normally made by DPI within 30 days. To facilitate rapid turnaround, please mail all claims to:

Department of Public Instruction

Federal Aids and Audit Section

P.O. Box 7841

Madison, WI 53707-7841
Fax to: 608/267-9207 or scan and e-mail to the program’s appropriate accountant
An Excel version of the PI-1086 is available, which may be submitted via the internet as an e-mail attachment. See the link below for current copy of the PI-1086 form in Excel format or paper copy.
Program Fiscal Report (PI-1086) and instructions are included on the department’s website.

http://dpi.wi.gov/sms/pi-1086.html 

For specifics on who to submit claims to or payment issues, please contact the appropriate Federal Aids and Audit Section staff accountant.
http://dpi.wi.gov/sms/fedasign.html 

Federal Financial Assistance
Audits of State and Local Governments
http://www.whitehouse.gov/omb/circulars/index.html
The Single Audit Act of 1984 for Wisconsin school districts became effective during the 1984-85 fiscal year. The Act was passed by Congress to give priority and consistency to the single audit approach (organization wide audit). In general, the new Act was a modification and strengthening of the audit concepts of OMB Circular A102 Attachment P. The circular replacing A102 Attachment P is A-133.

Key concepts under the Single Audit Act as they apply to Wisconsin school districts include:

1.
Provision for an exemption from all single audit requirements if less than $500,000 is received annually from all federal programs combined.

2.
The single audit must include compliance testing of transactions of each major federal assistance program. A major federal assistance program is defined as the larger of $500,000 or 3 percent of total expenditures of all federal programs.

3.
The auditor makes the determination of whether or not a program is a major federal assistance program at the time of audit.

4.
The Single Audit Act does not preclude DPI staff or federal auditors from conducting program specific reviews or audits.

5.
Reimbursement for the audit is limited to the ratio of total federal assistance expended by the LEA during the year audited to the LEA's total expenditures for that year or through time and effort itemization by the auditor.

6.
A single audit is required annually.

State Financial Assistance
State Single Audit Guidelines
http://www.doa.state.wi.us/section_detail.asp?linkcatid=287&linkid=8
Wisconsin Department of Administration State Bureau of Financial Operations has adopted the federal audit standards found in OMB Circular A-133. School districts receiving $500,000 or more of state financial assistance are required to have a "single audit" of state financial assistance programs. Districts receiving less than $500,000 in total state financial assistance during the fiscal year are exempt from state single audit requirements; however, they must maintain adequate records.

Fiscal Agent Policy
Fiscal agents are required to document cost as noted in the Wisconsin Department of Public Instruction’s Fiscal Agent Policy that can be found on following School Finance Webpage under Fiscal Agent Requirements.
http://www.dpi.wi.gov/sfs/coop_agree.html
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