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To:	Authorized Representatives and Food Service Directors of School Food Authorities (SFAs) Participating in the U.S. Department of Agriculture (USDA) Child Nutrition Programs

From:	Jessica Sharkus, RDN, CD
	Director-School Nutrition Team

Subject:	The Super-Circular (2 CFR Part 200)  

On December 26, 2013, the Office of Management and Budget (OMB) published a new Code of Federal Regulations (CFR), Title 2: Grants and Agreements Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, (2 CFR Part 200) commonly referred to as the “Super-Circular”. The new requirements have replaced existing rules found in 7 CFR Parts 3015, 3016, and 3019, 3052, and cost principles addressed in 
2 Parts 220 (A-21), 225 (A-87), and 230 (A-122). The new rules shall be applied prospectively rather than retro-actively. Therefore, the new rules apply to awards made on or after 
September 30, 2015.

Benefits of the Super-Circular
The new requirements change the overall approach to the grant process by implementing innovative, outcome-focused grant making designs and processes in collaboration with federal agencies and their non-federal partners, such as the Department of Public Instruction (DPI) and SFAs. This new approach plays an important role to foster these and other innovative models and cost effective approaches by including many provisions that strengthen requirements for internal controls while providing administrative flexibility for non-federal entities. The new requirements will provide a backbone for sound financial management as federal agencies and their partners continue to develop and advance innovative and effective practices. 

Changes brought about by the Super-Circular will improve the integrity of the financial management and operation of federal programs and strengthen accountability for federal dollars by adjusting policies to protect against waste, fraud, and abuse. At the same time, it will increase the impact and accessibility of programs by minimizing time spent complying with unnecessarily burdensome administrative requirements and reorient recipients toward achieving program objectives. 

The Super-Circular’s primary objectives include: 
· Eliminating duplicative and conflicting guidance. 
· Focusing on performance over compliance for accountability. 
· Encouraging efficient use of information technology and shared services. 
· Providing procedures for consistent and transparent treatment of costs. 
· Limiting allowable costs to make best use of federal resources. 
· Encouraging non-federal entities to have family-friendly policies. 
· Strengthening oversight; targeting audit requirements on risk of waste, fraud, and abuse.

In efforts to be in compliance with the Super-Circular, SFAs need to be aware of the items listed below.

Procurement
The Super-Circular contains a host of procurement regulations. However, for the most part, SFAs should already be compliant with most of them, because they are similar to the procurement regulations which were replaced. Here are some noteworthy procurement changes found in the Super-Circular. 

1. Required use of procurement rules set out in the Super-Circular (2 CFR§200.317): This section of the Super-Circular clarifies that state agencies may use their own procurement rules for acquisitions under federal awards, while all non-state entities, including subgrantees of state agencies, must use the procurement rules set out in the Super-Circular.
2. Methods of Procurement (2 CFR§200.320(a) – (f)): There is an additional procurement method called the “Micro Purchase Method.” This procurement method employs a noncompetitive approach to purchasing goods and services needed by the SFA. The SFA determines if a supplier’s prices are reasonable; if they are, then the SFA may purchase the goods and services from the supplier. Purchases made with this method must be divided up amongst suppliers, when available. This can be achieved in a couple of ways; either by rotating between suppliers when making purchases, or dividing a purchase up amongst multiple suppliers. To see where this new procurement method fits with other procurement methods please review the information below.     

The five methods of procurements:
a. Micro Purchase (value of purchase is less than $3,500*) (new)
b. Small Purchase (value of purchase is less than $150,000*) 
c. Sealed Bids (value of purchase is equal to or more than $150,000*) 
d. Competitive Proposal (value of purchase is equal to or more than $150,000*) 
e. Noncompetitive Proposal (special circumstances which are applicable for all purchases)
*	A SFA may have a lower or higher threshold than the federal and DPI threshold noted. The SFA must apply the most restrictive threshold (lowest threshold).
All purchases, regardless of procurement method used, must comply with the Procurement Standards in section 2 CFR§200.318, which is summarized as follows: 
a. Purchases comply with the non-federal entity’s documented procedures. 
b. Purchases are necessary. 
c. Entity offers open competition (to the extent required by each method). 
d. Entity has a conflict of interest policy.
e. Entity has proper documentation for purchases.
Additional information about the different methods of procurement are on DPI’s procurement webpage: http://dpi.wi.gov/school-nutrition/procurement/methods. 
3. SFAs must have written procedures for procurement transactions (2 CFR §200.319(c) (1-2)). 
4. SFAs must have written procurement procedures, contract management procedures, and policies for conflict of interests (2 CFR §200.318 (a-c)).
5. SFAs are encouraged to foster greater economy and efficiency (2 CFR §200.318 (e)). This includes practices which foster greater economy and efficiency, and in accordance with efforts to promote cost-effective use of shared services across the federal, state, and local government. SFAs are encouraged to enter into state and local intergovernmental agreements or inter-entity agreements where appropriate for procurement or use of common or shared goods and services.
6. SFAs must avoid acquisition of unnecessary or duplicative items (2 CFR §200.318 (d)). 
7. SFA may need to perform a cost analysis of contract costs and pricing (2 CFR §200.323 (a)-(d)). For example, a SFA must perform a cost analysis in connection with every procurement action in excess of the Simplified Acquisition Threshold ($150,000) including contract modifications. 

Payment Requirements
Section 200.305 (Payment)  retains the existing requirements that program operators maintain advances of federal funds in interest-bearing accounts, and remit the interest  to the federal government. However, OMB has made the following changes:

1. Paragraph 200.305((b)(9) raises to $500 the amount of interest a program operator may retain annually for administrative expenses. Parts 3016 and 3019 used to allow $100 and $250, respectively.
2. That same paragraph also directs all program operators to remit the interest to the Payment Management System managed by the Department of Health and Human Services. Part 3016 had directed state and local governments to remit the interest to "the federal agency."  

Period of Performance
The Super-Circular substitutes the term "period of performance" for the term "funding period" used in Parts 3016 and 3019. The new term appears to have been imported from the procurement realm. Nevertheless, the substance of the requirement for grant period integrity remains unchanged from section 3016.23. The definition of "period of performance" in section 200.77 and the text of section 200.309 collectively reaffirm that a program operator may incur new obligations against a grant only during the prescribed period of performance.

Cost Principles
In this subpart, the OMB pulls together and synthesizes the allowable cost rules for federal grants and subgrants to state and local governments (formerly  in Circular A-87), not-for-profit organizations (formerly in Circular A-122), universities (formerly in Circular A-21), and for-profit organizations. The following changes are especially noteworthy:

1. This subpart introduces several policies designed to reduce administrative burdens associated with claiming reimbursement for indirect costs. Of particular note is 200.331(a)(4) under Subrecipient Monitoring and Management authorizes a state agency to apply this policy to subgrantees that have never had federally-negotiated indirect cost rate agreements. Specifically, the state agency may either:
a. Negotiate an indirect cost rate with the subgrantee in accordance with the cost principles set out in Subpart E of the Super-Circular; or
b. Assign the subgrantee a de minimus rate of ten percent of the Modified Total Direct Cost (MTDC).This rate is assigned without negotiation. The subgrantee could use such a rate indefinitely, or negotiate a rate in a subsequent year.

Subsection 200.414(1) expressly excludes state, local, and tribal governments from this option. It is available only to grantees and subgrantees that are not-for-profit organizations or universities.

2. Sections 200.420 through 200.475 (Considerations for Selected Items of Cost) give rules for charging specific items of cost. That is, they are the successors to Appendix B of OMB Circulars A-87 and A-122.  The Super-Circular's treatment of the following cost items is noteworthy:
a. Section 200.430 (Compensation-Personal Services): Subsection 200.430(i) (Standards for Documentation of Personnel Expenses) replaces paragraph 8(h) (Support of salaries and wages) of the previous guidance. In this section, the OMB seeks to allow state and local agencies greater flexibility in documenting the distribution of employees' time and effort. This revision has implications for the methods currently used by program operators to support the distribution of their personnel costs to federal programs, and to functions or funding sources in programs (such as Women, Infants and Children (WIC) Nutrition Education, WIC Breastfeeding Promotion and Support, Supplemental Nutrition Assistance Program (SNAP) Certification, SNAP Fraud Control, etc.). 

Thus, the principal changes from the existing guidance entail increased reliance on a non-federal entity's system of internal control, and insistence that records supporting personnel costs charged to federal awards be integral elements of the entity's official records. 
b. Section 200.439 (Equipment and Other Capital Expenditures).
i. Section 200.33 of Subpart A updates the definition of "equipment" to include information technology systems.
ii. The concept of use allowance has been expunged from the guidance. Section 200.436 recognizes only depreciation as an allowable device for allocating the acquisition cost of equipment and other capital assets over the assets' useful lives.
c. Section 200.432   (Conferences).
i. Not only must a conference be held primarily for the dissemination of technical information, but its scope must be "beyond the non-federal entity."  In other words, the cost of in-house staff and Board of Directors meetings is unallowable.
ii. The OMB has drawn a distinction between sponsoring or hosting a conference, and sending staff to conferences sponsored by others. They have clarified that this passage applies to the former; the latter is classified as a training and education cost.
iii. The OMB updated the list of cost items contained in the allowable cost of hosting a conference by adding "the cost of identifying, but not providing, locally available dependent-care resources." This makes the policy more family-friendly.

Audit Requirements
The Super-Circular includes several policy changes designed to streamline the auditing of federal assistance programs and the resolution of audit findings. Specifically:
1. Raising the Dollar Threshold.
Section 200.501(Audit Requirements) raises the dollar threshold that triggers an audit requirement from $500,000 to $750,000. A state or local agency's aggregate expenditures of federal program funds would need to reach or exceed $750,000 before that entity had an audit requirement.
2. Streamlining the Major Program Determination Process.
An auditor is required to express an opinion on the auditee's compliance with the key terms and conditions of its award(s) under each "major program." A "major program" is one that poses greater risk to the integrity of federal funds because of the dollar amount involved and/or other factors. An auditor is required to use a risk-based process for identifying the auditee's major programs. This process is covered in section 200.518 (Major Program Determination) of the Super-Circular. 
3. Raising the Dollar Threshold for Reporting Questioned Costs.
The Reporting threshold (previously $10,000) is raised to $25,000. This will focus audit follow-up on audit findings representing the greatest risk. It will also relieve auditors of the requirement to report trivial findings.
4. Prohibiting the Extension of Audit Due Dates.
Subsection 200.512(a) of the Super-Circular retains the existing report submission timeframe of "the earlier of 30 calendar days after receipt of the auditor's report(s) or nine months after the end of the audit period." However, all passages authorizing the granting of extensions have been expunged.  According to the OMB, revoking the authority to grant extensions is necessary to obtain audit findings that are timely enough to be useful.
5. Tightening the Criteria for a Low-Risk Auditee.
An auditee that can qualify as low-risk under section 200.520 (Criteria for a Low-Risk Auditee) is eligible for reduced audit coverage, which makes their audit less expensive. However, the Super-Circular makes these criteria more rigorous than under existing guidance, hence more difficult to achieve.
6. Streamlining the Types of Compliance Requirements That Auditors Must Test.
The 2015 edition of the Single Audit Compliance Supplement, the OMB will consider eliminating several compliance requirements in order to focus audit coverage on those compliance requirements whose violation would generate the greatest damage to program integrity. As of April 2014, the following compliance requirements are being considered for retention in the 2015 Compliance Supplement:
a. Allowable Costs/Cost Principles, which would be combined with Activities Allowed or Unallowed;
b. Cash Management;
c. Eligibility;
d. Reporting;
e. Subrecipient Monitoring; and
f. Special Tests and Provisions.

If you have any questions about the Super-Circular or procurement procedures, please contact Randy Jones at randall.jones@dpi.wi.gov or phone 608-267-2277.
PO Box 7841, Madison, WI  53707-7841    125 South Webster Street, Madison, WI  53703
(608) 266-3390    (800) 441-4563 toll free    dpi.wi.gov
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