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FPP: Discussion Item:  Use of Agency Fund for grants
1. Question or Issue:
	Update:  The Department conducted further research on the issues related to the Agency Fund treatment of State and Federal grants provided through CDE:
· Two entities did not submit audits that met the compliance requirements for the State and Federal awards that they received during FY 2009-2010 and each entity had to reissue their audits. 
· The entity that CDE provides with the funding is the responsible party for the compliance requirements related to the State and Federal grants that they receive.
· Per the U.S. Department of Education (USDE), Office of Inspector General, the Department must ensure that the auditee prepares a Schedule of Expenditures of Federal Awards (SEFA) that provides the total Federal awards expended for each individual Federal program.
· The use of an Agency Fund is not an allowable treatment of Federal dollars and causes a mismatch of total Federal funds awarded vs. reported on the Single Audit and/or other reports to the Federal government.
· Under OMB A-133 Section .400(d) Pass-through entity responsibilities.  A pass-through entity (CDE) shall perform the following for the Federal awards it makes:  OMB A-133 Section .400(d)(2) Advise subrecipients of requirements imposed on them by Federal laws, regulations, and the provisions of contacts or grant agreements…   If the entity and/or the auditor have questions about the grant programs administered by CDE, ask questions.
· Under OMB A-133 Section .400(d)(4)  Ensure that subrecipients expending $500,000 or more in Federal awards during the subrecipient’s fiscal year have met the audit requirements of the Single Audit Act for that fiscal year.
· Under OMB A-133 Section .400(d)(5)  Issue a management decision on audit findings within six months after receipt of the subrecipient’s audit report and ensure that the subrecipient takes appropriate and timely corrective action.


2. Any Prior FPP Action:
	Issue was discussed at the February 11, 2011 FPP committee meeting.


3. Discussion Points/Department Recommendation or Observations (if any)::
	Department action:  A new fatal ADE edit will be implemented for FY2010-2011 collection that will not accept any grant codes of 3000 to 9999 reported with Funds 70 to 79 (Agency Funds).  The Department will only consider a waiver of this ADE edit if the entity provides a written agreement that allows non-CDE grants to be captured by such an agency fund.


4. FPP Action, Decision Made:
	Update only.


5. Further Action/Research Needed/Table for Future Meeting:
	


6. Effective Date:
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