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Private School Choice Programs & 
Special Needs Scholarship Program 

Financial Audits

The handouts are available at 
https://dpi.wi.gov/sms/special-needs-scholarship/school-training.

Presented By: Andrea Kratz
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• Please mute your line and do not share your video.  At the bottom 

of your screen, click on the video button and mic so there is a line 

through them as shown below.

Administrative
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If you need technical 

assistance, use the 

chat by pressing the 

speech bubble icon 

and typing in your 

question or send an 

email to 

dpichoiceauditrepor

ts@dpi.wi.gov. 

Technical Assistance
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• General Overview

• Financial Audit Overview

• Reserve Balance Schedule Overview

• Eligible Education Expenses

• Fixed Assets

• Offsetting Revenues

• Review & Available Resources

Agenda
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General Overview

6

MPCP
• Milwaukee Parental Choice Program
• Students residing in the City of Milwaukee

RPCP
• Racine Parental Choice Program
• Students residing in the Racine Unified School District

WPCP

• Wisconsin Parental Choice Program
• Students residing in Wisconsin outside the City of 

Milwaukee and the Racine Unified School District

Private School Choice Programs (PSCP or Choice)



4

August 2020 Auditor In Depth Training

7

• The Special Needs Scholarship Program (SNSP) allows a student 

with a disability, who meets certain eligibility requirements, to 

receive a state-funded scholarship to attend a participating 

private school.  

SNSP

8

• PSCP is based on Wis. Stats. 118.60 and 119.23 and Wis. Admin. Codes PI 35 and 

48.

• SNSP is based on Wis. Stat. 115.7915 and Wis. Admin. Code PI 49.

• This presentation is based on current law and is subject to change based on statute 

or rule changes.  This presentation provides information on certain requirements 

but is not a complete presentation of all requirements.  Additional information on 

the requirements is available on the SNSP website and Choice website.

• If there are changes to statute or rule, the department will provide guidance as soon 

as we are able.

Law & Statute
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• School retains and pays an independent audit firm.

• DPI provides agreed-upon procedure reports to the audit firms.

• DPI generally relies on the auditors’ work but has oversight 

authority.

Audit Process Overview

10

• Fiscal & Internal Control Practices Report due December 15th

• September Enrollment Audit due December 15th

• Choice January Enrollment Audit 

• WPCP & RPCP participants: Due first weekday in May

• MPCP only participants: Due last weekday in June

• Financial Audit due October 15th

Choice – Audit & Agreed-Upon Procedures 
Reports
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• September Enrollment Audit due December 15th

• January Enrollment  Audit due by the first weekday in May

• Financial Audit due October 15th

SNSP – Audit & Agreed-Upon Procedures Reports
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An auditor must complete an audit of the 3rd Friday in September count 

and the 2nd Friday in January count. The auditor will:

• Determine if the applications are eligible.

• Determine if the pupils meet the attendance requirements.

• Determine if any corrections are required to DPI’s data. 

The Enrollment Audits will be discussed in the next 2 trainings.

Enrollment Audits
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• FTE means full-time equivalent and is used to calculate the 

payment amount per Choice/SNSP pupil.

• Pupils in grades 1-12 are counted as 1.0 FTE.

FTE Determination

14

• Five year-old kindergarten (K5) pupils are counted as:

• 0.5 FTE if attending less than full-time but at least 437 hours a 

school year.

• 0.6 FTE if attending 3 full days of instruction each week.

• 0.8 FTE if attending 4 full days of instruction each week.

• 1.0 FTE if attending school 5 full-days a week. 

FTE Determination (cont)
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• Four year-old kindergarten (K4) pupils are generally counted as 

0.5 FTE.

• If the school provides an additional 87.5 hours of K4 parental 

outreach activities for the parents of four year-old kindergarten 

pupils, the school may count the pupils as 0.6 FTE. See the K4 

Outreach Activities bulletin for allowed activities at:

https://dpi.wi.gov/sms/choice-programs/bulletins

FTE Determination (cont)
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• Ensures compliance with the fiscal requirements of the Choice program per 

Wisconsin Administrative Rule.

• The school must hire an auditor to determine if the school is in compliance or 

not in compliance with the requirements.  

• The auditor completes procedures required by administrative rule.

• On demand training 6 is located at: 

https://dpi.wi.gov/sms/choice-programs/on-demand-training

Choice Only – Fiscal and Internal Control 
Practices Report
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• Wisconsin administrative rules require that the school have a written 

engagement letter with the auditor that includes all of the following:

• A statement that the auditor shall comply with generally accepted auditing 

standards and the requirements in administrative rule. 

• A statement that the auditor shall comply with generally accepted governmental 

auditing standards if other governmental agencies providing funds to the school 

so require.

• The responsibilities of the school and the auditor in meeting the requirements in 

administrative rule. 

Engagement Letter Requirements

18

• The school must have a written engagement letter with the auditor that 

includes all of the following (continued):

• The services the auditor provides to the school that are in addition to those audit 

and attestation services required in administrative rule.

• The auditor’s acknowledgement that the DPI will rely on the auditor’s work to 

fulfill the DPI’s responsibilities under statute and administrative rule.

• The auditor’s compensation for the services the auditor provides to the school.

Engagement Letter Requirements (cont)
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• Balance the financial accounting system and provide the auditor with a 

trial balance.

• Approve adjusting entries made to the general ledger based on the 

auditor’s recommendation.

• Retain all records related to the agreed-upon procedure reports and 

audits at least 5 years from the due date of the related financial audit 

unless requested longer by the DPI or a law enforcement agency.

School Financial Requirements

20

• Provide all financial and pupil records the auditor considers 

necessary to provide the audit opinion or agreed-upon 

procedures report.

• Administrative rule indicates that the school is responsible for all 

audits and agreed-upon procedure reports.

• Indicates the school may not engage an auditor who has been 

barred.

School Financial Requirements (Continued)
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• An auditor that performs the audit, compilation, or review services may not post 

or prepare for posting typical reoccurring financial transactions to the school’s 

general ledger, including cash receipts and disbursements, invoices or billings for 

services, billings from vendors and suppliers, and payroll activity.

• The auditor may not provide payroll services or general accounting services to 

the schools they audit.

• If subcontracting Choice/SNSP work to another CPA for a school, that 

individual/firm must remain independent in relation to that school.

Independence Requirements

22

• In order to prepare and post adjusting, correcting, and closing 

journal entries to the private school’s general ledger the auditor 

and school must meet the following requirements:

• School’s management must provide written approval of the entries

• The auditor’s workpapers must document evidence of management 

approval for all adjusting entries

Independence Requirements (cont)
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• If an auditor assists in the preparation of the budget, they must 

meet the following requirements:

• Comply with s. Accy 1.201 (1) 

• Identify if any assistance was provided as required by the DPI

• Any services provided by the auditor must be specifically identified 

in the engagement letter detailing the Choice/SNSP audit services to 

be provided

Independence Requirements (cont)

24

• Audit firms must provide the DPI with a copy of the peer review reports 

within 30 days of the report’s issuance.

• The audit firm and individual signing the engagement letter must be 

licensed.

• An auditor who fails to meet the requirements of the statute and/or rule 

may be barred from completing accounting, auditing, or other reporting 

requirements for schools participating under the Choice programs or 

SNSP.

Auditor Requirements
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• In order to select or change an auditor, the school must complete 

an auditor authorization form.

• A new form must be completed every time the school changes 

auditors.

• There is a separate form for the Choice programs and for the SNSP.

• On-Demand Training 3 explains the requirements: 

https://dpi.wi.gov/sms/choice-programs/on-demand-training

Auditor Authorization Form

26

Financial Audit Overview
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• The schools receive a payment for eligible program pupils.

• At the end of the year, the total payments received for eligible program pupils are 

compared to the school’s actual net eligible education expenses for the program.

• The difference between the program payments received and the school’s actual net 

eligible education expenses for program participants is the program reserve 

balance.

• The school must maintain a cash and investment balance that is at least as much as 

this amount for future program eligible education expenses.

Overview of Program Funding

28

• Prepared in accordance with Generally Accepted Accounting Principles 

(GAAP).  

• The financial audit is audited by an independent auditor.

• The fiscal year for the financial audit must be the school year from July 1 to 

June 30.

• Choice schools that receive less than $100,000 annually in all of the Choice 

programs plus the SNSP in all previous school years and the school year 

being audited, may submit a modified financial audit to the DPI.

Financial Audit
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• The GAAP audit opinion may not be modified unless the 

modification is approved by the DPI in advance.  

• No DPI approval is required if the modification is due to not 

including fixed assets purchased prior to the school participating in 

the Choice program and SNSP.

Financial Audit General Requirements

30

Modified Financial 
Audit

Standard Financial 
Audit

Statement of Financial Position 1 year 2 year comparative

Statement of Activities Not Required 2 year comparative *

Statement of Cash Flows Not Required 2 year comparative *

Required Financial Statements

*In the first year the school completes a standard financial audit for the PSCP or SNSP, the 

Statement of Activities and Statement of Cash Flows may only include current year audited 

financial statements.

• All school years identified in the chart must be audited.
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• The opinion in the standard financial audit should reference the 

audited financial statement years as follows:

• If the school chooses to use the option to only present one year of the 

statement of activities and the statement of cash flows in its first financial 

audit, the audit opinion should only reference one year for those 

statements.

• After the first year’s financial audit, ensure the audit opinion is updated to 

reference both years.

Audit opinion year references

32

• Introductory paragraph: We have audited the accompanying financial statements of 

(school), which comprise the statements of financial position as of June 30 20x1 

and 20x0, and the related statement of activities and cash flows for the fiscal year 

ended June 30, 20x1, and the related notes to the financial statements.

• Opinion paragraph:  In our opinion, the financial statements referred to above 

present fairly, in all material respects, the financial position of (school) as of June 

30, 20x1 and 20x0, and the changes in its net assets and its cash flows for the year 

ended June 30, 20x1, in accordance with accounting principles generally accepted 

in the United States of America.

Example First Year Audit Opinion Language
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• The financial audit may either:

• Include the school only financial information.

• If a school is part of a larger organization, the financial audit may be 

prepared at the consolidated organizational level as permitted by 

GAAP or at the school only level.

Financial Audit Required Level

34

School Only Audit Opinion Language
Option 1 Option 2

Audit 
Opinion

Adjust the introductory 
paragraph as follows: 

“We have audited the 
accompanying financial 
statements of ABC 
School of ABC 
Operating 
Organization 
(“School”)”

Include a matter of emphasis paragraph such as the following:

Matter of Emphasis – Incomplete Presentation
We draw attention to Note A, which describes that the financial 
statements were prepared for the School for the purposes of 
complying with the requirements of the Wisconsin Department of 
Public Instruction and are not intended to be a complete presentation 
of the assets, liabilities, net assets, revenue and expenses for the 
School.  Our opinion is not modified with respect to this matter.

Foot-
notes

Adjust the first 
footnote to include the 
following:

“ABC School of ABC 
Operating 
Organization 
(“School”)” is organized 
as a…”

Note A includes the following:

ABC School (the “School”) is organized as a 501(c)(3) not for profit 
entity.  The School’s operating organization is ABC Church.  These 
financial statements present only the financial position, changes in net 
assets, cash flows, and related disclosures of the School and do not 
present and are not intended to present the financial position, changes 
in net assets, cash flows and related disclosures of ABC Church.
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• A school that participates in both the PSCP and SNSP submits one 

financial audit that covers both programs.

• The financial statements are the same.

• A PSCP reserve balance schedule and SNSP reserve balance schedule 

must be included in the financial audit. 
• The reserve balance schedule calculates the reserve balance as the amount received for 

the program less the school’s net eligible education expenses for the program.  

• The reserve balance is the remaining balance of program revenues received that have not 
yet been used for educational programming for program pupils.

PSCP & SNSP Combined Financial Audit

36

• If the school is participating in both the PSCP and the SNSP:

• The audit opinion must separately include the PSCP Report on 

Other Legal and Regulatory Requirements and the SNSP Report on 

Other Legal and Regulatory Requirements.

• Appendix A of the Financial Audit and PSCP/SNSP Reserve 

Balance includes the paragraphs that must be used.

PSCP & SNSP Combined Financial Audit (cont)
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• The financial audit for grandfathered Wisconsin Parental Choice 

Program (WPCP) system schools that participate as one school 

for the WPCP but as separate schools for the SNSP must include a 

SNSP reserve balance schedule for each school.

• The financial audit must include a statement that shows the 

revenues and expenses for each school separately in addition to 

the consolidated Statement of Activities.

Grandfathered WPCP System Schools

38

• The school must submit the management letter(s) prepared by 

the auditor with the financial audit.

• No management letter is required to be submitted to the DPI in the 

first year a school participates in the Choice programs or SNSP.

• The auditor will determine the status of addressing these items as 

part of the Fiscal & Internal Control Practices Report if the school 

participates in the Choice program.

Financial Audit Management Letter
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• The financial audit is due annually by October 15th.

• By the later of February 15th or 120 days after the date the audit 

is received, the DPI will notify schools participating in the Choice 

program whether or not additional information is required.

• The DPI will determine whether the school and auditor have 

provided all additional required information and if the school has 

met the requirements by April 1st.

Choice Financial Audit Review Timeline

40

Which of the following schools would be required to provide a standard 2019-20 

financial audit rather than having the option to provide the modified financial audit?

a. The school received $110,000 from the MPCP in the 2017-18, $95,000 in the 

2018-19 school year, and $95,000 in the 2019-20 school year.

b. The school is a first time participant in the Choice program and SNSP in the 

2019-20 school year.  It receives $30,000 from the MPCP, $30,000 from the 

WPCP, $30,000 from the RPCP, and $25,000 from the SNSP.

c. Both a and b.

d. Neither a or b.

Knowledge Check
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True or False: A first year school that has less than $100,000 in 

Choice program and SNSP revenue must use the modified financial 

audit option.

FALSE

True or False: A first year school that has less than $100,000 in 

Choice program and SNSP revenue must use the modified financial 

audit option.

Knowledge Check

42

1) Raise your hand.  

When called on, 

unmute yourself to 

ask the question. 

OR

2) Enter questions in 

the chat by pressing 

the speech bubble 

icon and typing in your 

question. 

Questions?
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Reserve Balance Schedule 
Overview

44

Financial Audit Reserve Balance Schedules

• The reserve balance schedule determines the school’s:

• Eligible education expenses

• Offsetting revenue

• Reserve: Remaining balance of program revenues received that have 

not yet been used for educational programming for program pupils
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Financial Audit Reserve Balance Schedules (cont)

• DPI provides the reserve balance schedules to the auditors.  The cells 

in yellow should be completed by the school/auditor as applicable.  The 

white cells are automatically filled in when the school name is selected 

at the top or are calculations.

• Changes should not be made to the formatting or the numbers that are 

prefilled.

• There is a modified and standard reserve balance schedule for the 

Choice program and the SNSP.

46

Financial Audit Reserve Balance Schedules (cont)

• All amounts on the schedules must be entered as a positive amount 

except for the Prior Year Adjustments and Bad Debt Expense lines. If 

there is a bad debt recovery from a previous year, a negative amount 

can be entered on the Bad Debt Expense line. You will receive an input 

entry error if you enter a negative amount in any other line. 

• All amounts have been rounded to the nearest dollar except for the 

percent of the school participating in the program.
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• Eligible education expenses 

are calculated as the total 

expenses in the Statement of 

Activities less the expenses 

that are not eligible for 

payment.

• Expenses for land that was 

first used for the program in 

the school year are included 

as eligible.

Eligible Education Expenses Calculation-
Standard Reserve Balance Schedule

Example Screen Print is PSCP Standard Schedule

48

• The expenses on the "Expenses on Statement of Activities" line on the 

Reserve Balance Schedule must equal the total expenses on the 

Statement of Activities or the school’s total expenses on the Statement 

of Functional Expenses.

• Any adjustments for ineligible expenses should be included on the 

applicable line, not included as an adjustment to the total expenses.

Total Expenses on the Standard Reserve Balance 
Schedule 

Example Screen Print is PSCP Standard Schedule
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• Eligible education 

expenses are specifically 

identified and included in 

the eligible education 

expenses categories.

• Expenses for land that was 

first used for the program 

in the school year are 

included as eligible.

Eligible Education Expenses Calculation-
Modified Reserve Balance Schedule

Example Screen Print is PSCP Modified Schedule

50

• Ineligible expenses the 

legal entity of the school 

has are identified with 

an “X” and ineligible 

expenses it does not 

have are identified with 

“N/A” at the bottom of 

the schedule.

Eligible Education Expenses Calculation-
Modified Reserve Balance Schedule

Example Screen Print is PSCP Modified Schedule
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• The net eligible education expenses for all pupils are calculated as the eligible 

education expenses less any offsetting revenue.  Offsetting revenue is 

revenue that decreases the amount that is eligible for the program.

Net Eligible Education Expenses for All Pupils

Example Screen Print is PSCP Standard Schedule

52

• The net eligible 

education 

expenses are 

multiplied by the 

percent of the 

school 

participating in the 

program to get to 

the program’s net 

eligible education 

expenses.

Net Eligible Education Expenses for the Program

Example Screen Print is PSCP Standard Schedule
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• The program’s net eligible 

education expenses are 

compared to the amount of 

money received from the 

program and the prior year 

reserve balance.  If the school 

repaid the reserve balance in 

the previous year, this is also 

included.  This results in the 

year end reserve balance.

• Only PSCP includes an 

indication of whether the 

school is required to have a 

plan for the PSCP reserve 

balance.

Reserve Balance

Example Screen Print is PSCP Standard Schedule

54

• If the PSCP reserve balance is greater than 50% of the total 

Choice revenue received by the school in the prior year, the 

governing body of the private school must approve a plan for how 

it will use the amount of the reserve balance that exceeds the 50% 

threshold.

• The school’s auditor will ensure the school has a plan, if required, 

as part of the Fiscal & Internal Control Practice Report.

Plan for PSCP Reserve
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• The school must maintain the reserve balance, if positive, for 

future eligible education expenses.

• The school carries forward the reserve balance, whether positive 

or negative, to the next year.

• If the school ceases to participate or is barred from all Choice 

Programs or the SNSP, the school will be required to repay the 

reserve balance, if positive, to the DPI.

Reserve Requirements

56

 The school has spent more for K-12 educational programming for 

program pupils than the amount received from the program.

 The school will need to have funding sources other than program 

funds to pay for the additional costs. 

Negative Reserve Balance
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 The school has spent less on K-12 educational programming for program 

pupils than the amount received from the program.

 The school has not fully spent the money the department will provide for 

educational programming for program pupils. 

 The school must have an audited year-end cash and investment balance(s) 

as reported on the statement of financial position that is at least as much as 

the required cash and investment balance.

Positive Reserve Balance

58

• The SNSP Reserve Balance Schedule has a column that identifies 

whether each amount matches the PSCP.  It will indicate Yes or No.  If 

the school does not participate in the PSCP, the column will indicate 

N/A.

• Generally the PSCP and SNSP eligible education expenses/adjustments 

will be the same.  Differences may occur if the PSCP eligible education 

expense policy has not identified an expense as eligible that is eligible 

for the SNSP.

Reserve Balance Comparison
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SNSP Reserve Balance Schedule for a Standard 
Financial Audit

• Review each No 

and ensure that 

the amounts not 

matching is 

correct.  If it is not, 

resolve the 

difference.

60

• Review each No 

and ensure that 

the amounts not 

matching is 

correct.  If it is not, 

resolve the 

difference.

SNSP Reserve Balance Schedule for a Modified 
Financial Audit
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• Land that meets the meets the PSCP/SNSP requirements is included as an eligible education 

expense in the first year it is used for educational programming purposes, to the extent it is 

used for educational programming in that year.

• The school must include the cost of land owned when it first enters the PSCP/SNSP as an 

eligible education expense in the school’s first financial audit if:

• The school chooses to include land owned when the school first enters the program in the 

GAAP audit; 

• The land meets the PSCP/SNSP requirements; and

• Land included in the GAAP audit that meets the PSCP/SNSP requirements that is not yet 

being used for educational programming purposes will not be included as an eligible 

education expense until the year it is used for educational purposes.

Land

62

• If a school previously included 

land as eligible for the Choice 

program and joins the SNSP, 

ensure the land included in the 

GAAP audit is added in the 

school’s first year in the SNSP 

if it meets the SNSP 

requirements and is being 

used for educational 

programming during the 

school year.

SNSP Eligible Education Expense Land Line

Example Screen Print is SNSP Standard Schedule
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• The required cash and investment balance is based on the total of the 

Choice and SNSP reserve balances less the remaining depreciation on 

fixed assets or land purchases that are not yet being used for 

educational programming purposes.

Required Cash & Investment Balance

Example Screen Print is PSCP Standard Schedule

64

• The SNSP and PSCP Reserve Balance amounts on the SNSP and 

PSCP Reserve Balance Schedules must match.

• The remaining depreciation on fixed assets and land purchases 

that have not been included as eligible should generally match.

SNSP Required Cash & Investment Balance 
Section

Example Screen Print is SNSP Standard Schedule
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Required Minimum Cash and Investment Balance 
Calculation Examples

Example 1 Example 2

PSCP Reserve Balance (25,000) 70,000

SNSP Reserve Balance 5,000 (10,000)

Total of the Reserve Balances (20,000) 60,000

Less: Remaining Depreciation on Fixed Assets N/A (4,000)

Less: Land that Has Not Been Used for Educational 
Programming N/A (50,000)

Required Cash and Investment Balance 0 6,000

66

• If the school does not maintain the required Choice reserve 

balance, it must repay the reserve balance to the department.

• The financial audit certification will indicate the amount owed 

and the due date for the amount owed.

Reserve Balance Repayment
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A school has $1,000,000 of general net eligible education expenses in the 2020-21 

school year.  10% of the school’s K-12 full time equivalent (FTE) is participating in the 

Choice program. The school received $115,000 of Choice program revenue during 

the year.  What is the school’s Choice reserve balance at the end of the year?

Choice Reserve Balance Calculation Example

Description Amount

Choice Program Revenue 115,000

Net Eligible Education Expenses 1,000,000

Times: Percent of School in Program 10%

Less: Net Eligible Education Expenses for Choice Pupils 100,000

Choice Reserve Balance 15,000

68

The school completes a modified financial audit.  The financial audit is at the school 

only level.  The school’s legal entity includes a church.  Which of the following is true?

a. The Ineligible Expenses Identification section at the bottom of the reserve 

balance schedule must have an X next to church expenses since the legal entity 

has church expenses.

b. Since the financial audit is completed at the school only level and does not 

include any non-school related items, the Ineligible Expenses Identification 

section at the bottom of the reserve balance schedule must have a N/A next to 

church expenses.

Knowledge Check
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Which of the following options could the school not use to determine 

the “Expenses on Statement of Activities” for the standard financial 

audit?

a. The total expenses on the Statement of Activities.

b. The school’s total expenses in the Statement of Functional Expenses.

c. The total expenses on the Statement of Activities less the expenses 

that are not eligible for the Choice program or SNSP.

Knowledge Check

70

The school purchased land in the 2014-15 school year that cost $100,000.  The school joined 

the Choice program in the 2015-16 school year and used the land 75% of the time for 

educational programming in that year.  The school joins the SNSP in the 2019-20 school year 

and used the land 80% of the time for educational programming in that year.  Complete the 

following table with the school year that the land should be included as eligible for each 

program, the amount that is included as eligible, and the amount that is included as an 

adjustment in the cash and investment section.

Knowledge Check

Program
School Year Included 

as Eligible
Amount Included

as Eligible

Amount Included as an Adjustment in 
the Cash & Investment Section in 2019-

20

PSCP 2015-16 $75,000 $0

SNSP 2019-20 $80,000 $0

Program
School Year Included 

as Eligible
Amount Included

as Eligible

Amount Included as an Adjustment in 
the Cash & Investment Section in 2019-

20

PSCP 2015-16 $75,000 $0

SNSP

Program
School Year Included 

as Eligible
Amount Included

as Eligible

Amount Included as an Adjustment in 
the Cash & Investment Section in 2019-

20

PSCP

SNSP
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1) Raise your hand.  

When called on, 

unmute yourself to 

ask the question. 

OR

2) Enter questions in 

the chat by pressing 

the speech bubble 

icon and typing in your 

question. 

Questions?

72

Eligible Education Expenses
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Choice

Eligible education expenses are all direct

and indirect costs associated with a

school’s educational programming for

pupils enrolled in grades kindergarten to

12 that are reasonable for the private

school to achieve its educational

purposes as determined by the school’s

written policy and tested by an

independent auditor.

SNSP

Eligible education expenses are all direct 

and indirect costs associated with a 

private school’s educational programming 

for pupils enrolled in grades kindergarten 

to 12.

Eligible Education Expenses 

74

• Written policy that is approved by the school’s governing board.

• Describes the school’s educational purpose.

• Describes the services related to educational programming that 

the school provides to pupils enrolled in kindergarten through 

12th grade that are reasonable for the private school to achieve its 

educational purpose.

• Identifies any allocation methods that will be used, if applicable.

Choice Eligible Education Expense Policy 
Requirements
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• Management/administrative

• Extracurricular programming and activities

• Development (fundraising) expenses

• Before and after school care for K-12 pupils

• Transportation

• Food service

Related Services Examples

76

• If a cost or revenue is partially related to educational programming and partially not related to 

educational programming, the cost or revenue must be allocated using an allocation method.  Schools 

participating in the Choice programs must specify what allocation method(s) will be used in their 

eligible education expense policy.

• Examples of when an allocation may be required:

• Day care & school operations

• Parish & school operations

• Central administration for two or more schools

• Transportation provided to the school’s pupils and other schools’ pupils

• For the general eligible education expenses, do not allocate for Choice/SNSP versus Non-Choice/SNSP 

pupil costs.

Cost & Revenue Allocation Examples
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1. Pupil full−time equivalency or headcount

2. Employee full-time equivalency or headcount

3. Time spent

4. Number of transactions for allocating items such as accounting costs.

5. Square footage or square footage used over time for items such as rent.

6. Miles driven or driver hours for items such as transportation costs.

Potential Allocation Methods

78

Number of Children Months Total
Daycare 30 12 360 

School 215 10 2,150

Total 2,510

Headcount Allocation Example
• The percent of children is as follows:

• The school has a headcount of 215 and operates for 10 
months.

• The daycare has 30 children and operates for 12 
months.

School related percentage: 86%
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A
Position Categories

B
FTE

C
School 
Percent

D
School Portion

(B x C)
Administrative Staff 2.00 90% 1.80

Classroom Teachers 5.00 100% 5.00

Classroom Teacher Aides 3.00 100% 3.00

Food Service Employees 2.00 90% 1.80

Church Employees 1.00 20% 0.20

Daycare/Preschool Employees 2.00 10% 0.20

TOTAL 15.00 12.0

Employee FTE Calculation

Employee FTE%=80%

• The administrative staff and food service staff plan on spending 90% of their time on the school and 
10% of their time on the day care.

• The classroom staff are only educational programming related.  

• The daycare/preschool staff help with aftercare for K-12th grade pupils 10% of their time.

• The Pastor for the church teaches religion for 20% of his time.

80

• General Eligible Education Expenses: These are the school’s educational 

programming expenses for all pupils enrolled in grades K4 to 12.

• The general eligible education expenses are multiplied by the percent of the 

pupils participating in the PSCP to determine what is a PSCP eligible education 

expense.

• The percent of pupils participating in the PSCP is based on the average of the 3rd

Friday in September and 2nd Friday in January FTE for PSCP pupils and all pupils.

PSCP Eligible Education Expenses
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• General Eligible Education Expenses: These are the school’s educational 

programming expenses for all pupils enrolled in grades K4 to 12. 

• Primarily SNSP Expenses: These are the school’s educational programming 

expenses that are primarily related to SNSP pupils.

• Expenses for Pupils in a Statement of Actual Cost: These are expenses that are 

identified as eligible, with supporting documentation, in a Statement of Actual Cost 

submitted by the school by the third Friday in July following the school year. 

• See the SNSP Eligible Education Expense Bulletin for further information.

SNSP Eligible Education Expenses

82

• The general eligible education expenses are multiplied by the percent 

of the pupils participating in the SNSP to determine what is a SNSP 

eligible education expense.

• The percent of pupils participating in the SNSP is based on the average 

of the 3rd Friday in September and 2nd Friday in January FTE for SNSP 

pupils and all pupils.  If the school receives a payment based on a 

Statement of Actual Cost, the pupil is excluded from the SNSP pupil 

FTE in the year the scholarship is received.

SNSP Eligible Education Expenses-General 
Eligible Education Expenses
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• If the school is participating in the SNSP, it may designate eligible 
education expenses that are primarily for the SNSP.

• Expenses that are primarily, but not only, related to SNSP pupils 
are expenses that were incurred primarily for SNSP pupils where 
other pupils at the school are also getting a benefit.

• Since they need to be “primarily” related to the SNSP, the 
expenses must be used for the SNSP at least 50% of the time.

Primarily SNSP Eligible Education Expenses

84

• The allocation for these expenses must be specific to the 
particular expense rather than a general allocation. 

• Generally, the cost of teachers and other general costs of the 
school should be included as a general eligible education expense 
rather than as a primarily SNSP eligible education expense. 

Primarily SNSP Eligible Education Expenses (cont)
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• These costs are excluded from the general eligible education 
expense calculation for the SNSP and PSCP.
• The SNSP excluded amount must be the amount before the 

allocation percentage is applied.
• The PSCP excluded amount is the amount included as a primarily 

SNSP expense.

• Any government assistance, insurance proceeds, or fundraising 
revenue that are related to these costs must decrease the 
primarily SNSP eligible education expenses.

Primarily SNSP Eligible Education Expenses (cont)

86

• The first section of the SNSP Reserve Balance Schedule calculates the primarily SNSP expenses.

• Lines 2-4 represent the offsetting revenue that was received for those expenses.

Primarily SNSP Expenses

Example Screen Print is SNSP Standard Schedule
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• Primarily SNSP 

expenses before any 

allocation must be 

excluded from the 

general SNSP eligible 

education expenses.

Primarily SNSP Expenses: SNSP General Eligible 
Education Expenses Impact

Example Screen Print is SNSP Standard Schedule
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• Primarily SNSP expenses 

after any allocation must 

be excluded from the 

PSCP general eligible 

education expenses.

• This amount may or may 

not match the excluded 

amount on the SNSP 

schedule.

Primarily SNSP Expenses: PSCP General Eligible 
Education Expenses Impact

Example Screen Print is PSCP Standard Schedule
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SNSP Eligible Education Expenses Error Report

Example Screen Print is SNSP Standard Schedule

• The SNSP 

reserve balance 

schedule 

includes an error 

report section.  

• The auditor must 

answer whether 

or not an 

allocation was 

used for the 

primarily SNSP 

expenses.

90

• A school has the option to receive a SNSP payment for a pupil based on the cost to 

provide special education for that SNSP pupil in the previous school year.  The 

school may choose to use this option for none, some or all of its SNSP pupils.

• A school that would like a payment for a pupil in the 2020-21 school year using this 

option must provide a Statement of Actual Cost that indicates the actual special 

education costs incurred for the pupil for the 2019-20 school year while the pupil 

was participating in the SNSP.  The school must provide supporting documentation 

for the costs.   This statement is due by the 3rd Friday in July.

Actual Costs Incurred Pupil Payment Option
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• If the school submits a 2019-20 Statement of Actual Cost, the 

2020-21 scholarship amount will be the amount on the statement 

of actual costs up to 150% of the regular student payment 

amount plus 90% of the amount on the 2019-20 Statement of 

Actual Cost over 150% of the regular student payment.

Actual Costs Incurred Pupil Payment Option 
(cont)

92

Actual Costs Incurred Pupil Payment Option 
(cont)

1st Year 2nd Year 3rd Year

Voucher Amount $13,000 $19,950 $17,000

Amount on the Statement of Actual Cost up to 150% of 
voucher amount 

$19,500 $17,000

90% of costs on the Statement of Actual Cost over 
150% of voucher amount

$450 $0

Current Year Actual Costs Included on the 
Statement of Actual Cost

$20,000 $17,000 $22,000

Assumes voucher amount of $13,000 annually for example 
purposes only.
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• The following are costs that may be included in a Statement of Actual Cost if 

they meet the eligible education expense requirements.

• The service is specified in the IEP or Services Plan.

• The cost was incurred to provide specially designed instruction, regardless of where the 

instruction is conducted, that is provided to meet the unique needs of a child with a 

disability, including instruction in physical education.

• The cost was incurred to provide aids, services and other supports that are provided in 

regular education classes or other education-related settings to enable a child with a 

disability to be educated with nondisabled children to the maximum extent appropriate.

Special Education Expenses in a SNSP Statement 
of Actual Cost

94

• The following are costs that may be included in the Statement of Actual 

Cost if they meet the eligible education expense requirements (cont).

• The cost was incurred to provide transportation or such developmental, 

corrective, and other supportive services as may be required to assist a 

child with a disability to benefit from special education.

• The cost was incurred to provide services or activities for school 

personnel to meet the unique needs of a child with a disability.

Special Education Expenses in a SNSP Statement 
of Actual Cost (cont)
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•The allocation for the expenses in the Statement of Actual Cost 

must be specific to the particular expense rather than a general 

allocation. 

•The expenses must meet all requirements for eligible education 

expenses we will discuss later.

•The expenses in the 2019-20 Statement of Actual Cost must be 

for expenses incurred between July 1, 2019 and June 30, 2020. 

Expenses for Pupils in a Statement of Actual Cost

96

• The school must provide an invoice or payment request for each 

item on this schedule.

Schedule 1 Statement of Actual Cost
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• The school must provide payroll records or compensation 

agreements for each item on this schedule.

Schedule 2 Statement of Actual Cost

98

• The SNSP schedules includes a section for the SNSP Statements of Actual 

Cost.

• If the school provided any 2019-20 SNSP Statements of Actual Cost by July 

17, 2020, complete this section identifying the costs and offsetting revenues 

based on the audit procedures performed.

Statements of Actual Cost Section in the SNSP 
Reserve Balance Schedule
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• If there are any changes in the previously submitted SNSP 

Statements of Actual Cost, the following must be completed:

• The financial audit must include a Pupil Schedule with the SNSP 

Statements of Actual Cost information based on the audit.

• By October 15th, the school must submit:

• A revised SNSP Statement of Actual Cost reflecting the changes.
• Support for any amounts that changed in the SNSP Statement of 

Actual Cost.

Statements of Actual Cost Section in the SNSP 
Reserve Balance Schedule (cont)

100

• Any costs included in 

the SNSP Statements 

of Actual Cost will be 

excluded from the 

SNSP general eligible 

education expenses.

SNSP Statements of Actual Cost: SNSP General 
Eligible Education Expenses Impact

Example Screen Print is SNSP Standard Schedule



51

August 2020 Auditor In Depth Training

101

• Any costs included in the 

SNSP Statements of 

Actual Cost will be 

excluded from the PSCP 

general eligible 

education expenses.

• This amount must match 

the excluded amount on 

the SNSP schedule.

SNSP Statements of Actual Cost: PSCP General 
Eligible Education Expenses Impact

Example Screen Print is PSCP Standard Schedule
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Knowledge Check
A school participating in the SNSP and Choice program hires a teacher aid to work with a SNSP pupil.  The teacher aid is paid

$30,000 per year. The teacher aid sometimes assists other students.  The teacher aid spends 90% of her time with the SNSP 

student.   The school designates the teacher aid as a primarily  SNSP expense.  Which of the following is correct?

a. The primarily SNSP eligible education expenses and costs excluded from the SNSP and PSCP general eligible education 

expenses are all $30,000.

b. The primarily SNSP eligible education expenses and costs excluded from the SNSP and PSCP general eligible education 

expenses are all $27,000.

c. The primarily SNSP eligible education expenses are $27,000, the costs excluded from the SNSP general eligible 

education expenses are $30,000, and the costs excluded from the PSCP general eligible education expenses are 

$27,000.

d. The primarily SNSP eligible education expenses are $27,000, the costs excluded from the SNSP general eligible 

education expenses are $27,000, and the costs excluded from the PSCP general eligible education expenses are 

$30,000.

A school participating in the SNSP and Choice program hires a teacher aid to work with a SNSP pupil.  The teacher aid is paid

$30,000 per year. The teacher aid sometimes assists other students.  The teacher aid spends 90% of her time with the SNSP 

student.   The school designates the teacher aid as a primarily  SNSP expense.  Which of the following is correct?

a. The primarily SNSP eligible education expenses and costs excluded from the SNSP and PSCP general eligible education 

expenses are all $30,000.

b. The primarily SNSP eligible education expenses and costs excluded from the SNSP and PSCP general eligible education 

expenses are all $27,000.

c. The primarily SNSP eligible education expenses are $27,000, the costs excluded from the SNSP general eligible 

education expenses are $30,000, and the costs excluded from the PSCP general eligible education expenses are 

$27,000.

d. The primarily SNSP eligible education expenses are $27,000, the costs excluded from the SNSP general eligible 

education expenses are $27,000, and the costs excluded from the PSCP general eligible education expenses are 

$30,000.
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A school has a teacher aid that they designate as primarily SNSP.  The teacher aid does not spend all of 

his time on the SNSP.  How must the school determine the portion of the SNSP teacher aid’s time spent 

on the SNSP?

a. The school can use the percentage of the school participating in the SNSP.

b. The teacher aid must specifically track the amount of time spent working with SNSP pupils and 

SNSP required items compared to the amount of time spent on non-SNSP items every day.

c. The teacher aid can estimate the amount of time spent on SNSP items.

d. The teacher aid must specifically track the amount of time spent working with SNSP pupils and 

SNSP required items compared to the amount of time spent on non-SNSP.  The teacher aid could 

select certain weeks to track her time that are representative of his typical time spent on the 

SNSP compared to non-SNSP items.

Knowledge Check

A school has a teacher aid that they designate as primarily SNSP.  The teacher aid does not spend all of 

his time on the SNSP.  How must the school determine the portion of the SNSP teacher aid’s time spent 

on the SNSP?

a. The school can use the percentage of the school participating in the SNSP.

b. The teacher aid must specifically track the amount of time spent working with SNSP pupils and 

SNSP required items compared to the amount of time spent on non-SNSP items every day.

c. The teacher aid can estimate the amount of time spent on SNSP items.

d. The teacher aid must specifically track the amount of time spent working with SNSP pupils and 

SNSP required items compared to the amount of time spent on non-SNSP.  The teacher aid could 

select certain weeks to track her time that are representative of his typical time spent on the SNSP 

compared to non-SNSP items.

104
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Eligible Education Expenses General 
Requirements

• The amount included as an eligible education expense in the reserve balance 

schedule, for costs identified as eligible, is the amount that could be included in the 

Statement of Activities for that school year based on GAAP, except for the 

following:

• The amount that the school paid for land must be included in the first year the land is 

used for educational programming using an allocation method, if applicable, if the school 

chooses to include land it owns when it first enters the program in the GAAP audit.

• Modified Financial Audit Only: Post retirement benefits may be included based on the 

actual cost of the benefits in that year.

106

• In order to include something as an eligible education expense, 

the school must expend cash (either now or projected for the 

future).

• An expense may only be included once.

Eligible Education Expenses General 
Requirements (cont)
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• Depreciation on contributed capital 

assets goes on the “Ineligible 

Depreciation Expense” line.

• Any other contributed costs must be 

included on the “Contributed 

Expenses Other Than Fixed Assets” 

line in the financial statements.  This 

can include:

• The Fair Market Value of rent if the 

landlord is charging less than the 

typical rent cost.

• Contributed services cost.

Non Eligible Education Expenses

Example Screen Print is PSCP Standard Schedule
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• Bad debt expense

• Scholarship awards and 

financial support for pupils

• Church expenses

• Other non-eligible 

expenses

Non Eligible Education Expenses

Example Screen Print is PSCP Standard Schedule
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• If the school holds any grade, such as K4, for 

the public school district the cost to provide 

education for pupils at the private school 

that are enrolled in the public school district 

should be included in the School District 

Partnership Expenses line. 

• Since the costs are not included as eligible, 

the school district partnership revenue will 

not be included as offsetting revenue.

• These pupils are excluded from the all pupil 

count.

Non Eligible Education Expenses (cont)

Example Screen Print is PSCP Standard Schedule
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• Daycare expenses except for 

before and after school care for 

K-12th grade pupils enrolled in 

educational programming at the 

school.  If the school is 

participating in the Choice 

program, the school would need 

to identify before and after care 

as eligible in its policy in order 

for the expenses to be eligible.

Non Eligible Education Expenses (cont)

Example Screen Print is PSCP Standard Schedule



56

August 2020 Auditor In Depth Training

111

• Daycare expenses determination:

• If the school has kindergarten age students enrolled in day care, they are 

not included in the all pupil count and the expenses are not included in 

eligible education expenses.

• If the school is providing educational programming, meets the required 

number of hours of instruction, and the pupils are age eligible, pupils in K4 

and K5 should generally be included in the all pupil count and the 

expenses should be included as eligible.

Non Eligible Education Expenses (cont)

112

• The school cannot include expenses charged by its own legal entity as an eligible 

education expense.  Instead, the actual expenses incurred by the legal entity can be 

included as eligible if they meet the eligible education expense requirements.  The 

organizations are not different legal entities if:

• The organizations have the same tax id number and use it for all activities including 

payroll.

• The organizations are NOT separately set up with the Department of Financial 

Institutions. 

• For example, rent may only be included if the school is a separate legal entity from 

the landlord.  

Expenses Charged by Legal Entity
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Which of the following does not need to be specified in the school’s 

eligible education policy for the Choice program?

a. Any allocations the school will use if the school has any expenses are 

less than 100% related to Choice program pupils.

b. The expenses that will be eligible education expenses for the school.

c. The school’s educational purpose.

d. The expenses that will be excluded from eligible education expenses.

Knowledge Check

114

A church and school are one legal entity.  The church owns the school building.  The church charges the 

school $50,000 a year for rent.  The church pays $10,000 for utilities and $15,000 for interest on the 

mortgage used to purchase the building.  How much can the school include as an eligible education 

expense?

a. If the school’s eligible education policy identifies building related expenses are eligible education 

expenses (for the Choice program), an allocation percentage can be used to determine the school’s 

portion of the utility expenses and the interest on the mortgage.  Additionally, if the building and/or 

land meets the fixed asset requirements, the school’s portion of the building and land can also be 

included as eligible.

b. If the school’s eligible education policy identifies rent as an eligible education expense, the $50,000 

can be included as eligible.

c. Nothing because the school doesn’t own the building and isn’t incurring the costs directly.

Knowledge Check
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1. If a school has a cost that only relates to a SNSP student, they 

must include it as a primarily SNSP expense.

2. A school must complete a SNSP Statement of Actual Cost for 

each pupil that participated in the SNSP at its school in the 

previous school year.

True or False

False

False

116
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• If a previously included eligible education expense is forgiven or it is determined it 

was not an appropriate expense, the current year eligible education expenses are 

reduced.  Include the amount as a negative on the adjustment line.

• If an eligible education expense was missed in a previous year, include the amount as 

a positive on this line.

Adjustments to Prior Year Eligible Education 
Expenses

Example Screen Print is PSCP Standard Schedule
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• The amount included in the Adjustments to Prior Year Net Eligible Education 

Expenses line must be:

• The amount before the percent of pupils participating in the program is applied.

• Include any prior year increases to net eligible education expenses as positive and 

decreases as negative.

• Do not include changes in land on the Adjustments to Prior Year Net Eligible 

Education Expenses line.  All land that is included in the GAAP audit and meets the 

PSCP/SNSP requirements must be included on the Reserve Balance Schedule’s land 

line the first year the land is used for educational programming. If land was missed in 

a previous year, contact the DPI for proper reporting.

Adjustments to Prior Year  Eligible Education 
Expenses (cont)
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A school included $5,000 as an eligible education expense in its financial audit.  The percent of 

the school participating in the program is 50%, so $2,500 is included as a Choice program 

eligible education expense.  In the next school year, the auditor determines that the $5,000 

was recorded twice in the school’s general ledger and, as a result, the amount was included as 

eligible twice.  Which of the following should be included on the prior year adjustments line of 

the reserve balance schedule.

a. -$5,000

b. -$2,500

c. $0, the “Expenses on Statement of Activities” should be reduced by $5,000.

d. $0, the “Expenses on Statement of Activities” should be reduced by $2,500.

Knowledge Check

120

Square Feet Months Total

Daycare 5,000  12 60,000 
School 10,000  10 100,000 

Total 160,000 

Leased Facility Allocation Percentage

School related percentage: 63% x $60,000 = 

$37,800 Eligible Education Expense

Square Feet Months Total

Daycare

School

Total

The school has a lease that requires rental payments of $60,000 a year. The location 
is used for the school and daycare. The school occupies 10,000 square feet for 10 
months of the year and the daycare occupies 5,000 square feet for 12 months of the 
year.  The school’s policy indicates square footage used over time will be used for 
allocating rent.  What is the eligible education expense for the lease?



61

August 2020 Auditor In Depth Training

121

• Total expenses on the Statement of Activities of $1,000,000 that include the following:

• Rent expense of $100,000.  The landlord is a related party who does not charge rent.

• Church only expenses of $50,000.

• Curriculum for a SNSP student of $5,000 that the school designates as an SNSP primarily expense.  

The SNSP student uses it 80% of the time.

• Write off of $15,000 of tuition.

• $3,000 of depreciation on a refrigerator that was donated.

• Scholarships for pupils that are included as a reduction to the tuition revenue of $40,000.

Complete the top of the PSCP & SNSP Standard 
Reserve Balance Schedule Based on the Following 
Information (see the next 2 slides)

122

PSCP Reserve Balance Schedule • Total expenses on the Statement of 

Activities of $1,000,000 that include 

the following:

• Rent expense of $100,000.  The 

landlord is a related party who does 

not charge rent.

• Church only expenses of $50,000.

• Curriculum for a SNSP student of 

$5,000 that the school designates as 

an SNSP primarily expense.  The SNSP 

student uses it 80% of the time.

• Write off of $15,000 of tuition.

• $3,000 of depreciation on a 

refrigerator that was donated.

• Scholarships for pupils that are 

included as a reduction to the tuition 

revenue of $40,000.
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SNSP Reserve Balance Schedule • Total expenses on the Statement of 

Activities of $1,000,000 that include 

the following:

• Rent expense of $100,000.  The 

landlord is a related party who does 

not charge rent.

• Church only expenses of $50,000.

• Curriculum for a SNSP student of 

$5,000 that the school designates as 

an SNSP primarily expense.  The SNSP 

student uses it 80% of the time.

• Write off of $15,000 of tuition.

• $3,000 of depreciation on a 

refrigerator that was donated.

• Scholarships for pupils that are 

included as a reduction to the tuition 

revenue of $40,000.

124
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Fixed Assets

126

• The school must create a capitalization policy that specifies:

• The useful life that will be applied to assets within each category.

• The monetary threshold that will be used to determine if an asset is 

capitalized. 

• Information on what asset groups, if any, will be used for capitalization 

purposes. 

• See Appendix 1 in the PSCP/SNSP Eligible Education Expense Bulletin for an 

example capitalization policy.

Fixed Assets General Requirements



64

August 2020 Auditor In Depth Training

127

• Only the cost for fixed assets may be included as eligible.  If an 

asset is donated, for example, it is not an eligible cost.

• The school must have support for the original purchase price and 

be able to provide evidence that the school paid for the fixed asset 

purchase in order for the depreciation expense to be PSCP/SNSP 

eligible.

Fixed Asset PSCP & SNSP Requirements

128

• Depreciation for fixed assets begins when the asset is placed in 

service.

• The depreciation is included as an eligible education expense 

based on the percentage of the asset used for educational 

programming and related services.

Depreciation
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• In the first year a school completes a GAAP financial audit for the PSCP or SNSP, the 

school must decide what, if any, existing fixed assets owned as of the beginning of 

the fiscal year (“existing fixed assets”) will be included in the financial audit.  

• The school may choose to include all, some, or no existing fixed assets owned in the 

financial audit (including land) as long as the ones that are included meet GAAP 

including:

• The original purchase must have met the school’s capitalization policy. 

• The school will need to determine and support the beginning fiscal year book value. 

First Year Financial Audit

130

• If any existing fixed assets are excluded from the Statement of 

Financial Position, a qualification must be included in the audit 

opinion. The qualification paragraph should indicate the effects of 

not including the balances.  A sample paragraph is included in the 

Financial Audit and PSCP/SNSP Reserve Balance Bulletin 

Frequently Asked Questions.

Existing Fixed Assets Excluded from 
Financial Audit
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• The option to exclude fixed assets only applies to existing fixed 

assets owned as of the beginning of the first fiscal year the school 

completes a GAAP financial audit for the PSCP or SNSP.

• Any other fixed assets must be capitalized based on the 

capitalization policy of the school.

Fixed Assets Purchased During School Year

132

• If any fixed assets are included in the Statement of Financial Position 

that do not meet the PSCP/SNSP requirements, the following must be 

completed:

• The depreciation expense for the assets must be excluded from eligible 

education expenses.

• The financial audit must include a footnote disclosure indicating the fixed 

assets that do not meet the PSCP/SNSP requirements.  A sample footnote 

is in the Financial Audit and PSCP/SNSP Reserve Balance Bulletin.

Fixed Assets that Do Not Meet DPI Requirements 
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• The church and the school are the same legal entity.  The entity owns the following fixed assets prior to 

joining the Choice program.  The school’s policy indicates buildings are depreciated over 40 years.  All 

other fixed assets are depreciated over 5 years.

Example

Fixed Asset 
Description

Use Original 
Value

Supporting 
Information 

Available?

Years 
Owned

Church building Used for all church activities and school has chapel 
there once a week (5% of use).

$1,000,000 No 50

School building Used for all school activities & programs. $2,500,000 Yes 10

School bus Used to transport students to and from school. $35,000 Yes 2

Van Used by church for church events. $25,000 Yes 1

Desks Used by students in K-12 educational programming. $2,500 Yes 6

Land church and school 
building are on.

Has church and school building on it.  Land also has 
playground and sport fields used by school.

$50,000 Yes 50

Lockers Students use during school day. $5,000 No 3

134

The church and the school are the same legal entity.  The entity owns the following fixed assets prior to joining the Choice program/SNSP.  The 

school’s policy indicates buildings are depreciated over 40 years.  All other fixed assets are depreciated over 5 years.

Example-Will the school be able to include the 
following as eligible education expenses?

Fixed Asset 
Description

Can the school include the fixed asset as an eligible expense?

Church building No-No supporting documentation and fully depreciated.

School building

School bus

Van

Desks

Land church and 
school building 
are on.

Lockers

Yes-School does not need to include the full $2,500,000 if the school cannot find 
documentation for some of the expenses.
Yes

No-van is not used for educational programming.

No-Amount is already fully depreciated.  Desks are depreciated over 5 years and the 
school has owned the desks for 6 years.

Yes-Land is included in the school’s first financial audit if it is being used for 
educational programming at the time.  The school would need to use an allocation to 
determine the school portion since it is used by the church and school.

No-No supporting documentation.

Fixed Asset 
Description

Can the school include the fixed asset as an eligible expense?

Church building

School building

School bus

Van

Desks

Land church and 
school building 
are on.

Lockers
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Which of the following is acceptable supporting documentation for 

an asset to be included as eligible for Choice program purposes?
a. The information from the accounting system showing the asset and the 

amount recorded for the asset in the school’s accounting system.
b. The invoice or payment request for the asset.
c. The canceled check or other documentation showing payment for the 

asset.
d. Both b and c are required supporting documentation for Choice 

program purposes.

Knowledge Check

Which of the following is acceptable supporting documentation for 

an asset to be included as eligible for Choice program purposes?
a. The information from the accounting system showing the asset and the 

amount recorded for the asset in the school’s accounting system.
b. The invoice or payment request for the asset.
c. The canceled check or other documentation showing payment for the 

asset.
d. Both b and c are required supporting documentation for Choice program 

purposes.

136

1) Raise your hand.  

When called on, 

unmute yourself to 

ask the question. 

OR

2) Enter questions in 

the chat by pressing 

the speech bubble 

icon and typing in your 

question. 

Questions?
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Offsetting Revenue

138

Offsetting Revenue

• Offsetting revenue is revenue that decreases the amount of Choice 

eligible education expenses for the school.  It includes:

• Government assistance for educational programming expenses

• Insurance proceeds for educational programming expenses

• Fundraising revenue

Example Screen Print is PSCP Standard Schedule
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• Government Assistance:

• Any government assistance for expenses that are included in eligible 

education expenses are offsetting.

• Some examples of government assistance revenue include USDA 

food program revenue, school safety grants (administered by the 

Department of Justice) and E-rate grants.

Offsetting Revenues (cont)

140

• A summary of DPI administered grants created in the 2017-19 budget is 

available at https://dpi.wi.gov/policy-budget/2017-19-biennial-budget-new-

state-aid-and-grant-programs#aid-for-school-mental-health-programs.

• Aid for Mental Health program: https://dpi.wi.gov/sspw/mental-health/aid-school-

mental-health-programs

• Personal electronic computing device: https://dpi.wi.gov/mobile-device-grant

• School performance improvement grant: https://dpi.wi.gov/title-i/1003g-school-

improvement-grants

• Robotics league participation grant: https://dpi.wi.gov/stem/grants/robotic-league

• Early college credit program: https://dpi.wi.gov/dual-enrollment/eccp

Grants in DPI’s Aids Register
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• School safety grant (Department of Justice): 

https://www.doj.state.wi.us/office-school-safety/school-safety-grants.  

The grants awarded are listed in the following documents:

• “Applications Received and the award date and amount for each applicant” 

under "Round #1" School Safety Initiative Grant

• “Round 2 applications and awards” under "Round #2" School Safety 

Initiative Grant

• E-rate program

Other Government Assistance

142

• The department has waived the 2019-20 requirement to include the forgiven 

portion of the Paycheck Protection Program (PPP) loan that was used for 

educational programming purposes as offsetting government assistance revenue in 

the Choice Programs and SNSP Reserve Balance Schedules. 

• The department does not have waiver authority for the 2020-21 school year, so the 

department will begin policy discussions as soon as we are able on amending the 

applicable administrative rules for the 2020-21 school year.

• The financial audit notes should provide information on any PPP loans the school 

received.

Paycheck Protection Program
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• If any other COVID-19 government assistance is received, it should be 

included as offsetting revenue.  

• If the school does not pay for an expense due to COVID-19 related 

benefits, it would not be included as an eligible education expense.  

• Some examples of other COVID-19 related government assistance 

include the qualified family leave credit, qualified paid sick leave credit, 

and employee retention credit.

Other COVID-19 Government Assistance

144

• Auditors can use the Aids Register to identify any 

government assistance the school received from 

the DPI.  This will not include government 

assistance not received from DPI.

• The link for the Aids Register is available on the 

SNSP and Choice homepages under “Related Links”.

Aids Register
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• The “Fiscal Year” is the end of the school year for which the payment is made.  The payments are not 

included in the Aids Register based on the period they relate.

• 2020: Payments made from July 1, 2019 to June 30, 2020

• 2021: Payments made from July 1, 2020 to June 30, 2021

• The agency ids for each school will be listed in an Excel document available on the Financial Audit 

webpage.

Aids Register

146

• The title at the top identifies the type of revenue received.

• The “Description” column includes the month that the claim 

relates to for USDA food program payments.

Aids Register
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• Commodity Handling Charges:

• Certain schools purchase food from the USDA.  

• These charges are included in the lunch meals and as a negative in 

the commodity handling charges section.  

• The net impact on net eligible education expenses for commodity 

handling charges must be zero in the PSCP and SNSP Reserve 

Balance schedules. 

Aids Register (cont)

148

• The Aids Register uses the cash basis.  Program payments may be on a delay.  Review 

the current year’s and next year’s Aids Register for any payments that were for the 

previous year.  The description for food program payments includes the date.

Payments Paid in Different Year than Earned
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• The matching USDA food program payment amounts are paid on a one year lag.  

• They are labeled “Match” (lunch), “SSBA” (breakfast), and “WMMP” (milk).

• The accrual should be based on the amount paid during the school year being 

audited.

Matching USDA Food Program Payments

150

• Offsetting fundraising revenue is the lesser of the following:

• Fundraising revenue 

• Non-administrative fundraising expenses included in eligible 

education expenses

• Administrative expenses include expenses for personnel, 
mailings, copying, and fixed assets used for other school 
purposes.

Fundraising Revenue
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Cost Included in Determination 
of Offsetting Revenue?

Development director salary & benefits

Cost for scrip gift cards

Mailings and copying

Cost for food for benefit dinner

Allocated cost for school gym for benefit dinner

Allocated costs for school personnel who help 
with benefit dinner

Which of the following eligible education expenses related to fundraising would be 

included in the determination of how much fundraising revenue is offsetting revenue?

Knowledge Check

No

No

No

No

Yes

Yes

Cost Included in Determination 
of Offsetting Revenue?

Development director salary & benefits

Cost for scrip gift cards

Mailings and copying

Cost for food for benefit dinner

Allocated cost for school gym for benefit dinner

Allocated costs for school personnel who help 
with benefit dinner

152

What government assistance is included as offsetting revenue (a 

decrease to the eligible education expenses)?

a. All government assistance received.

b. Government assistance received for educational programming.

c. Government assistance received for educational programming up 

to the related eligible education expense.

Knowledge Check
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The school provides a 4 year old kindergarten program at their school and is 

reimbursed by the district for the program.  The students are considered 

enrolled in the public school district.  Which of the following is true?

a. The pupils are included in the all pupil count.

b. The revenue from the school district must be included as offsetting in the 

Reserve Balance Schedule.

c. The expenses for these students are included as ineligible in the School 

District Partnership Expenses line.

Knowledge Check

154

The school includes fundraising revenue net of the direct cost to fundraise on the 

financial statements.  How must these amounts be reflected on the standard reserve 

balance schedule?

a. The non administrative fundraising expenses must be added to the Expenses on 

Statement of Activities line.  The lesser of the non administrative fundraising expenses 

or the fundraising revenue must then be included on the offsetting fundraising 

revenue line.

b. Since the non administrative fundraising expenses are excluded from the expenses 

in the Statement of Activities no amounts need to be included in the offsetting 

fundraising revenue line in the reserve balance schedule.

Knowledge Check

The school includes fundraising revenue net of the direct cost to fundraise on the 

financial statements.  How must these amounts be reflected on the standard reserve 

balance schedule?

a. The non administrative fundraising expenses must be added to the Expenses on 

Statement of Activities line.  The lesser of the non administrative fundraising expenses 

or the fundraising revenue must then be included on the offsetting fundraising 

revenue line.

b. Since the non administrative fundraising expenses are excluded from the expenses in 

the Statement of Activities no amounts need to be included in the offsetting 

fundraising revenue line in the reserve balance schedule.



78

August 2020 Auditor In Depth Training

155

Knowledge Check
How should the auditor determine the amount of funding received from a DPI paid grant for the 2019-

20 financial audit?

a. The auditor should input “2020” and the agency code in the Aids Register look up. The total amount 

of government assistance identified in the look up that is for educational programming expenses 

must then be input in the reserve balance schedule as offsetting revenue.

b. The auditor needs to review the “2020” and “2021” amounts in the Aids register to determine what 

amounts are for the 2019-20 school year.  The auditor must also determine if the school has 

already or will submit additional claims for the 2019-20 school year that have not yet been paid.  

The total amount of government assistance revenue for the 2019-20 school year for educational 

programming expenses must then be input in the reserve balance schedule as offsetting revenue.

156

• The expenses on the Statement of Activities include fundraising expenses of $200,000 that 

consists of the following:

• $100,000 of school salaries

• $5,000 for copying and mailings

• $15,000 for renting a banquet hall and the food for a benefit dinner

• $80,000 for purchasing scrip gift cards

• Fundraising revenue of $300,000.

• USDA food program revenue for school lunches of $50,000.

• The school spent $8,000 putting in an alarm system that was reimbursed through the DOJ 

School Safety Grant.

Complete the Reserve Balance Schedule Based on 
the Following Information
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Offsetting Revenue

Example Screen Print is PSCP Standard Schedule

• The expenses on the Statement of Activities include fundraising expenses of $200,000 that consists of the following:

• $100,000 of school salaries-ADMINISTRATIVE

• $5,000 for copying and mailings-ADMINISTRATIVE

• $15,000 for renting a banquet hall and the food for a benefit dinner-NON ADMINISTRATIVE

• $80,000 for purchasing scrip gift cards-NON ADMINISTRATIVE

• Fundraising revenue of $300,000.

• USDA food program revenue for school lunches of $50,000. 

• The school spent $8,000 putting in an alarm system that was reimbursed through the DOJ School Safety Grant.

• The expenses on the Statement of Activities include fundraising expenses of $200,000 that consists of the following:

• $100,000 of school salaries

• $5,000 for copying and mailings

• $15,000 for renting a banquet hall and the food for a benefit dinner

• $80,000 for purchasing scrip gift cards

• Fundraising revenue of $300,000.

• USDA food program revenue for school lunches of $50,000.

• The school spent $8,000 putting in an alarm system that was reimbursed through the DOJ School Safety Grant.

158

1) Raise your hand.  

When called on, 

unmute yourself to 

ask the question. 

OR

2) Enter questions in 

the chat by pressing 

the speech bubble 

icon and typing in your 

question. 

Questions?
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Review & Available Resources

160

Eligible Cost 
(Yes or No)

Cost for paying a teacher to watch school age students in 
an after school program. 

Cost of providing lunch for the teachers. 

Purchase of a refrigerator that is paid using DPI food 
program funds.

Payment of outstanding Accounts Payable in the 
subsequent school year.

Yes

Yes

Yes

No

Eligible Cost 
(Yes or No)

Cost for paying a teacher to watch school age students in 
an after school program. 

Cost of providing lunch for the teachers. 

Purchase of a refrigerator that is paid using DPI food 
program funds.

Payment of outstanding Accounts Payable in the 
subsequent school year.

Which of the following could be included as an eligible education 
expense?
For Choice, related services must be included in the policy established by the school to be eligible
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Eligible Cost 
(Yes or No)

Computer for administrative staff person who works 25% 
on the school and 75% on the church.

Legal pro-bono work.

Cost for extra-curricular football supplies.

Cost for classroom supplies for a grade that does not have 
choice students in it.

Salary costs for a pastor that teaches religious education at 
the school. 

Yes (25%)

No

Yes

Yes

Yes

Eligible Cost 
(Yes or No)

Computer for administrative staff person who works 25% 
on the school and 75% on the church.

Legal pro-bono work.

Cost for extra-curricular football supplies.

Cost for classroom supplies for a grade that does not have 
choice students in it.

Salary costs for a pastor that teaches religious education at 
the school. 

Which of the following could be included as an eligible education 
expense?
For Choice, related services must be included in the policy established by the school to be eligible

162

Eligible Cost 
(Yes or No)

Fair market value of supplies that are donated by the 
administrator.

Cost for stage materials for a drama club.

Scholarship awarded to a student.

The school and the church are the same legal entity.  The 
church owns the building.  The church charges the school 
rent.

No

Yes

No

No

Eligible Cost 
(Yes or No)

Fair market value of supplies that are donated by the 
administrator.

Cost for stage materials for a drama club.

Scholarship awarded to a student.

The school and the church are the same legal entity.  The 
church owns the building.  The church charges the school 
rent.

Which of the following could be included as an eligible education 
expense?
For Choice, related services must be included in the policy established by the school to be eligible
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• A school has total eligible education expenses of 

$1,108,000.  

• The school receives $50,000 from the USDA food 

program, $500,000 in tuition, and $10,000 in fees.  

• The school has a teacher aid who is paid $40,000 that 

spends 75% of her time with SNSP pupils.  

• The school submitted a 2019-20 SNSP actual cost 

report that has $18,000 of eligible education expenses 

incurred for the pupil on the report.

• What are the school’s general net eligible education 

expenses for the SNSP and Choice program?

Knowledge Check

Description SNSP Choice

General Eligible Education 
Expenses 1,108,000 1,108,000

Less:

Offsetting Revenue

Primarily SNSP Expenses 
(Teacher Aid)

Costs in 2019-20 Actual Cost 
Report

General Net Eligible 
Education Expenses

50,000 50,000

40,000 30,000

18,000 18,000

1,000,000 1,010,000

SNSP Choice

164

• 10% of the school participates in the SNSP.

• 50% participates in Choice.   

• The school has a teacher aid who is paid 

$40,000 that spends 75% of her time with 

SNSP pupils.  

• The school submitted a 2019-20 SNSP 

actual cost report that has $18,000 of 

eligible education expenses incurred for the 

pupil on the report.

• What are the school’s net eligible education 

expenses for the SNSP and the Choice 

program?

Knowledge Check
Description SNSP Choice

General Net Eligible Education 
Expenses 1,000,000 1,010,000

Times: Percent of School in Program

General Net Eligible Education 
Expenses for Program Pupils

Primarily SNSP Expenses (Teacher 
Aid) N/A

Costs in 2019-20 Actual Cost Report N/A

Total Net Eligible Education 
Expenses for Program Pupils

10% 50%

100,000 505,000

18,000

30,000

148,000 505,000

SNSP Choice

1,000,000 1,010,000

N/A

N/A
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• A school has $148,000 of net eligible education expenses for SNSP pupils and 

$505,000 of net eligible education expenses for Choice pupils.  The school received 

$198,000 of SNSP revenue and $500,000 of Choice revenue during the year.  What 

are the school’s SNSP and Choice reserve balance at the end of the year?

Knowledge Check

Description SNSP Choice

Program Revenue

Less: Net Eligible Education Expenses for Program Pupils

Program Reserve Balance

198,000 500,000

148,000 505,000

50,000 (5,000)

SNSP Choice

166

The school has a SNSP reserve balance of $50,000 and a Choice Reserve Balance of negative 

$5,000.  The school has $20,000 of remaining depreciation on its fixed assets.  The school 

paid $100,000 for land 20 years ago.  The land has the church and school building on it.  The 

first year the school was in the programs, the school included 75% of the land as an eligible 

education expense because that was the portion of the land used for educational 

programming in that year.  What is the required cash and investment balance?

Knowledge Check
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A school has a reserve balance of $20,000.  It decides to replace its roof at a cost of $20,000.  

25% of the K-12 FTE at the school participates in the SNSP.  Based on the school’s 

capitalization policy, building improvements have a useful life of 10 years.  Which of the 

following is true?

a) The school can include the full $20,000 as an eligible education expense for SNSP pupils 

because the school is reducing the reserve balance.

b) The school can only include $5,000 as an eligible education expense for SNSP pupils 

because the $20,000 must be multiplied by the percent of the school participating in 

the program.  The amount will be included as eligible each year as the cost to replace 

the roof is depreciated.

Knowledge Check

A school has a reserve balance of $20,000.  It decides to replace its roof at a cost of $20,000.  

25% of the K-12 FTE at the school participates in the SNSP.  Based on the school’s 

capitalization policy, building improvements have a useful life of 10 years.  Which of the 

following is true?

a) The school can include the full $20,000 as an eligible education expense for SNSP pupils 

because the school is reducing the reserve balance.

b) The school can only include $5,000 as an eligible education expense for SNSP pupils 

because the $20,000 must be multiplied by the percent of the school participating in the 

program.  The amount will be included as eligible each year as the cost to replace the roof 

is depreciated.

168

• Choice Homepage: 

https://dpi.wi.gov/sms/choice-programs

• SNSP Homepage: 

https://dpi.wi.gov/sms/special-needs-scholarship

Program Webpages
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• Includes a link for each required audit/agreed-upon procedure report.

• Choice: SNSP:

Auditor Information on Webpage

170

• SNSP Eligible Education Expenses Bulletin at 

https://dpi.wi.gov/sms/special-needs-scholarship/bulletins.

• PSCP Eligible Education Expenses Bulletin at 

https://dpi.wi.gov/sms/choice-programs/bulletins.

• Financial Audit and PSCP/SNSP Reserve Balance Bulletin at 

either website listed above.

Bulletins Available
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• Choice On Demand Trainings available at 

https://dpi.wi.gov/sms/choice-programs/on-demand-training

• Training 5: Financial Audit Trainings

• Training 6: Fiscal & Internal Control Practices Report

• Training 9: Payment & Count Reports

Available On Demand Trainings
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1) Raise your hand.  

When called on, 

unmute yourself to 

ask the question. 

OR

2) Enter questions in 

the chat by pressing 

the speech bubble 

icon and typing in your 

question. 

Questions?
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• Auditors for the Programs

Andrea Kratz (SNSP)
Andrea.kratz@dpi.wi.gov
(608) 267-1291

Kendra Neuman
Kendra.neuman@dpi.wi.gov
(608) 266-2819

Rob Monroe
Robert.monroe@dpi.wi.gov
(608) 266-2658

Choice Audit Reports Email Submission & 

General Questions:

dpichoiceauditreports@dpi.wi.gov

SNSP Audit Reports Submission:

snsp@dpi.wi.gov

Accept emails up to 15 mb.

Questions


