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[bookmark: _Toc36552970]Important Information (please read)
This FACCR has been tailored for local government County Job and Family Service Health and Human Services Department programs. It does not include all required references and testing for Institutes of Higher Learning or State organizations.
NAVIGATION PANE
This file has been arranged to be navigable.  Click on the view tab above and check the box that says “Navigation Pane” to bring up the headings.  Click on the various sections within the navigation pane to go directly to that section.
TABLE OF CONTENTS
The Table of Contents starts on page.  On the table of contents page, users can also click on listed sections to go directly to that section. Please note that as information is added into the unrestricted portions of the FACCRs, page numbering can change and won’t necessarily reflect the footer page numbers.  The table of contents can be updated to reflect the proper footer page numbers by clicking on word “contents” directly above the line starting with Introduction, will bring up the icon “update table”.  Clicking on the update table icon will allow users to update the page numbers to *reflect current footer page numbers.

· 
2019 UG FACCR CFDA #93.575 and #93.596 CCDBG						Page 4 of 68
[bookmark: _AGENCY_ADOPTION_OF][bookmark: _Toc36552971]AGENCY ADOPTION OF THE UG AND EXAMPLE CITATIONS
Federal awarding agencies adopted or implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  The Federal awarding agency implementation gives regulatory effect to 2 CFR part 200 for that agency’s Federal awards and, thereby, establishes requirements with which the non-Federal entity must comply when incorporated in the terms and conditions of the federal award.  The following code sections are where ED, HHS, USDA, DOT, EPA, DOL and HUD have adopted the Uniform Guidance in 2 CFR part 200.  For the complete list of agencies adopting 2 CFR 200, as of the date of the OMB Compliance Supplement, see Appendix II.
In implementing the UG, agencies were able to make certain changes to the part 200 by requesting needed exceptions.  A few adopted the UG with no changes; however most agencies did make changes to the UG by either adding specific requirements or editing/modifying the existing language within certain sections of the UG. OMB does not maintain a complete listing of approved agency exception to the UG. Auditors should review the OMB Compliance Supplement and, as necessary, agency regulations adopting/implementing the OMB uniform guidance in 2 CFR part 200 to determine if there is any exception related to the compliance requirements that apply to the program (see link below)  
[bookmark: _2CFR_§400.1_]Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exception.  
(Source: AOS CFAE)
[bookmark: _GoBack]
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[bookmark: _Toc438816432][bookmark: _Toc36552973]Introduction: Materiality by Compliance Requirement Matrix
	Planning Federal Materiality by Compliance Requirement
See Footnotes 1-6 below the matrix table for further explanation, in particular, review note 6 which discusses tailoring the matrix assessments.

	
	
	
	(1)
	(2)
	(6)
	(6)
	(3)
	(4)
	(5)
	(5)
	(6)

	Compliance Requirement
	Applicable per Compl.
Suppl.
	Direct & material to program / entity
	Monetary or nonmonetary
	

If monetary, population subject to require.
	Inherent risk (IR) assess.
	Final control risk (CR) assess.
	Detection risk of noncompl.
	Overall audit risk of noncompl.
	Federal materiality by compl. requirement

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	(Yes or No)
	(Yes or No)
	(M/N)
	(Dollars)
	(High/Low)
	(High/Low)
	(High/Low)
	(High/Low)
	typically 5% of population subject to requirement

	A
	 
	Activities Allowed or Unallowed
	Yes
	
	M
	
	
	
	
	
	5%

	B
	 
	Allowable Costs/Cost Principles
	Yes
	
	M
	
	
	
	
	
	5%

	C
	 
	Cash Management
	No
	
	
	
	
	
	
	
	

	D
	 
	RESERVED
	
	
	
	
	
	
	
	
	

	E 
	 
	Eligibility
	Yes – Tested at
State Level
	
	
	
	
	
	
	
	

	F
	 
	Equipment & Real Property Mgmt
	No
	
	
	
	
	
	
	
	

	G
	 
	Matching, Level of Effort, Earmark
	Yes – Tested at
State Level
	
	
	
	
	
	
	
	

	H
	 
	Period of Performance
	Yes
	
	M
	
	
	
	
	
	5%

	I
	 
	Procurement & Sus. & Debarment
	No
	
	
	
	
	
	
	
	

	J
	 
	Program Income
	No
	
	
	
	
	
	
	
	

	K
	 
	RESERVED
	
	
	
	
	
	
	
	
	

	L
	 
	Reporting
	No
	
	
	
	
	
	
	
	

	M
	 
	Subrecipient Monitoring
	Yes
	
	N
	
	
	
	
	
	5%

	N
	 
	Special Tests & Provisions
	Yes – Tested at
State Level
	
	
	
	
	
	
	
	


NOTE: For all compliance requirements marked as applicable in Column (1) you MUST document in your working papers or this FACCR why a requirement is not direct and material to your program/entity as marked in Column (2). When making that determination all parts of that compliance requirement have to be considered. For example, Equipment and Real Property contains procedures regarding Acquisitions, Dispositions, and Inventory Management. The documentation on why the compliance requirement is not be applicable to the program/entity must cover all parts of that compliance requirement. 
(1)	Taken form Part 2, Matrix of Compliance Requirements, of the OMB Compliance Supplement.  When Part 2 of the Compliance Supplement indicates that a type of compliance requirement is not applicable, the remaining assessments for the compliance requirement are not applicable.
(2)	If the Supplement notes a compliance requirement as being applicable to the program in column (1), it still may not apply at a particular entity either because that entity does not have activity subject to that type of compliance requirement, or the activity could not have a material effect on a major program.  If the Compliance Supplement indicates that a type of compliance requirement is applicable and the auditor determines it also is direct and material to the program at the specific entity being audited, the auditor should answer this question “Yes,” and then complete the remainder of the line to document the various risk assessments, sample sizes, and references to testing.  Alternatively, if the auditor determines that a particular type of compliance requirement that normally would be applicable to a program (as per part 2 of the Compliance Supplement) is not direct and material to the program at the specific entity being audited, the auditor should answer this question “No.” Along with that response, the auditor should document the basis for the determination (for example, "per the Compliance Supplement, eligibility requirements only apply at the state level").
(3)	Refer to the 2019 AICPA Audit Guide, Government Auditing Standards and Single Audits, chapter 10, Compliance Auditing Applicable to Major Programs, for considerations relating to assessing inherent risk of noncompliance for each direct and material type of compliance requirement. The auditor is expected to document the inherent risk assessment for each direct and material compliance requirement.
(4)	Refer to the 2019 AICPA Audit Guide, Government Auditing Standards and Single Audits, chapter 9, Consideration of Internal Control over Compliance for Major Programs, for considerations relating to assessing control risk of noncompliance for each direct and material types of compliance requirement. To determine the control risk assessment, the auditor is to document the five internal control components of the Committee of Sponsoring Organizations of the Treadway Commission (COSO) (that is, control environment, risk assessment, control activities, information and communication, and monitoring) for each direct and material type of compliance requirement. Keep in mind that the auditor is expected to perform procedures to obtain an understanding of internal control over compliance for federal programs that is sufficient to plan the audit to support a low assessed level of control risk. If internal control over compliance for a type of compliance requirement is likely to be ineffective in preventing or detecting noncompliance, then the auditor is not required to plan and perform tests of internal control over compliance. Rather, the auditor must assess control risk at maximum, determine whether additional compliance tests are required, and report a significant deficiency (or material weakness) as part of the audit findings.  The control risk assessment is based upon the auditor's understanding of controls, which would be documented outside of this template. Auditors may use the practice aid, Controls Overview Document, to support their control assessment.  The Controls Overview Document assists the auditor in documenting the elements of COSO, identifying key controls, testing of those controls, and concluding on control risk. The practice aid is available in either a checklist or narrative format. 
(5)	Audit risk of noncompliance is defined in AICPA, Professional Standards, vol. 1, AU-C 935, as the risk that the auditor expresses an inappropriate opinion on the entity's compliance when material noncompliance exists. Audit risk of noncompliance is a function of the risks of material noncompliance and detection risk of noncompliance.
(6)	CFAE included the typical monetary vs. nonmonetary determinations for each compliance requirement in this program.  However, auditors should tailor these assessments as appropriate based on the facts and circumstances of their entity’s operations. The 2019 AICPA Single Audit Guide 10.54 states the auditor's tests of compliance with compliance requirements may disclose instances of noncompliance. The Uniform Guidance refers to these instances of noncompliance, among other matters, as “audit findings.” Such findings may be of a monetary nature and involve questioned costs or may be nonmonetary and not result in questioned costs.  AU-C 935.13 & .A7 require auditors to establish and document two materiality levels:  (1) a materiality level for the program as a whole.  The column above documents quantitative materiality at the COMPLIANCE REQUIREMENT LEVEL for each major program; and (2) a second materiality level for the each of the applicable 12 compliance requirement listed in Appendix XI to Part 200.  
Note:  
a. If the compliance requirement is of a monetary nature, and  
b. The requirement applies to the total population of program expenditure,
Then the compliance materiality amount for the program also equals materiality for the requirement.  For example, the population for allowable costs and cost principles will usually equal the total Federal expenditures for the major program as a whole.  Conversely, the population for some monetary compliance requirements may be less than the total Federal expenditures.  Auditors must carefully determine the population subject to the compliance requirement to properly assess Federal materiality.  Auditors should also consider the qualitative aspects of materiality. For example, in some cases, noncompliance and internal control deficiencies that might otherwise be immaterial could be significant to the major program because they involve fraud, abuse, or illegal acts.  Auditors should document PROGRAM LEVEL materiality in the Record of Single Audit Risk (RSAR).  
(Source:  AOS CFAE)
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Performing Tests to Evaluate the Effectiveness of Controls throughout this FACCR

Improper Payments


[bookmark: _Toc442267683][bookmark: _Toc36552974]Part I – OMB Compliance Supplement Information
[bookmark: _Toc36552975]I. Program Objectives
The Child Care and Development Fund (CCDF) provides funds to States, Territories, and Indian tribes (tribe) to increase the availability, affordability, and quality of child care services. Funds are used to subsidize child care for low-income families where the parents are working or attending training or educational programs, as well as for activities to promote overall child care quality for all children, regardless of subsidy receipt.
(Source: 2019 OMB Compliance Supplement, Part 4, Department of Health and Human Services CFDA 93.575 and 93.596 Child Care and Development Block Grant)
[bookmark: _Toc36552976]II. Program Procedures
The Office of Child Care (OCC), Administration for Children and Families (ACF), Department of Health and Human Services (HHS), administers the CCDF. The CCDF consists of three distinct funding sources: Discretionary Fund (CFDA 93.575), Mandatory Fund (CFDA 93.596), and Matching Fund (CFDA 93.596). Additionally, under the Temporary Assistance for Needy Families (TANF) program (CFDA 93.558), a State may transfer TANF funds to CCDF and, if so, the funds transferred in are treated as Discretionary Funds (42 USC 604(d); 45 CFR section 98.54(a)).
To receive funds, a State, Territory, or tribe must submit a plan containing specific information and assurances. The plan serves as the application for funding for States, Territories, and tribes, and is effective for a 3-year period (Note: previously, the plans were effective for a 2-year period). For States and Territories, the first 3-year plans cover the periods FY 2016-2018 and FY 2019-2021. For tribes, the FY 2014-15 plans were extended for an additional year to cover FY 2016. For Tribes, the first 3-year plans cover FY 2017-2019. (See Source of Governing Requirements below for more context).
Following ACF approval of the plan, funds are awarded to the designated State, territorial or tribal entity (generally referred to as the Lead Agency) based on statutory/regulatory formulas. State awards are not adjusted by separate direct Federal funding of counterpart tribal programs within the State. As long as statutory and regulatory requirements are met (e.g., that the States and Territories offer parents certificates for the purchase of child care services), grantees have flexibility in designing programs and offering services. For example, CCDF funds may be used in collaborative efforts with Head Start (CFDA 93.600), including Early Head Start, programs to provide comprehensive child care and development services for children who are eligible for both programs. In fact, the coordination and collaboration between Head Start/Early Head Start and the CCDF is strongly encouraged by sections 640(g)(1)(D) and (E), 640(h), 641(d)(2)(H)(v), and 642(e)(3) of the Head Start Act in the provision of full working day, full calendar year comprehensive services. In order to implement such collaborative programs, which share, for example, space, equipment or materials, grantees may layer several funding streams so that seamless services are provided.
Pub. L. No. 102-477
Tribes may operate the CCDF program under a consolidated Pub. L. No. 102-477 project. Pub. L. No. 102-477 refers to the Indian Employment, Training, and Related Services Demonstration Act of 1992, which was amended by the Indian Employment, Training, and Related Services Consolidation Act of 2017 (Pub. L. 106-568). The purpose of this initiative is to provide for the integration of employment, training, and related services to improve the effectiveness of those services. Under Pub. L. No. 102-477, funds received from a program must be used and spent in accordance with the applicable rules for that program, subject to any waivers granted by the Secretary of HHS. Tribes participating under a Pub. L. No. 102-477 project submit consolidated plans and reports to the Department of the Interior, which serves as the lead Federal agency for Pub. L. No. 102-477. The separate 477 Cluster is applicable for an audit of an Indian tribal government’s approved 477 Plan. See IV, “Other Information - Tribal CCDF grantees under a Pub. L. No. 102-477 Project (477).”
(Source: 2019 OMB Compliance Supplement, Part 4, Department of Health and Human Services CFDA 93.575 and 93.596 Child Care and Development Block Grant)
[bookmark: _Toc36552977]III. Source of Governing Requirements
The Discretionary Fund (CFDA 93.575) is authorized by the CCDBG Act of 1990, as amended (most recently by the CCDBG Act of 2014 (Pub. L. No. 113-186), discussed further below), and codified at 42 USC 9857 et seq. The Mandatory and Matching Funds (CFDA 93.596) are authorized under section 418 of Title IV-A of the Social Security Act as amended and codified at 42 USC 618.  The CCDF (i.e., CFDAs 93.575 and 93.596) is subject to the regulations at 45 CFR parts 98 and 99.
The CCDBG Act of 2014 made a number of substantive changes to program requirements, including provisions related to eligibility of children, consumer education, and health and safety (including monitoring inspections and criminal background checks). For provisions that were effective upon enactment of the CCDBG Act of 2014, States and Territories were required to complete implementation based on a reasonable interpretation of the law by September 30, 2016 unless the State or Territory submitted and received approval for a temporary extension under a waiver (Note: a copy of any approval letter may be obtained from the Lead Agency). Some provisions have later effective dates specified in the law.
On September 30, 2016, HHS published a final rule to update the CCDF regulations at 45 CFR parts 98 and 99 based on the reauthorized Act. States and Territories have until the start of the FY 2019-2021 CCDF plan period (i.e., October 1, 2018) to comply with any provisions of the rule that go beyond the State’s/Territory’s reasonable interpretation of the Act..
The reauthorized Act did not address how most of its provisions apply to tribes, so this was clarified in the final rule. Under the rule, tribes are subject to a tiered set of requirements based on the size of their CCDF funding allocation. Tribes have until the start of the FY 2020-2022 tribal plan period (i.e., October 1, 2019) to comply with the new provisions (with the exception of the quality expenditure requirements that apply to all tribes beginning in FY 2017). Pending compliance with the final rule, tribes must implement their CCDF programs in accordance with their approved CCDF plans.
Other than 2 CFR section 200.202 and sections 200.330 through 200.332, as implemented by 45 CFR sections 75.202 and 75.351 through 75.353, CCDF is not subject to the post Federal award or cost principles requirements in 2 CFR part 200, subparts D and E, respectively, or the associated HHS implementing regulations at 45 CFR part 75.
(Source: 2019 OMB Compliance Supplement, Part 4, Department of Health and Human Services CFDA 93.575 and 93.596 Child Care and Development Block Grant)
[bookmark: _Toc36552978]IV. Other Information
Availability of Other Program Information
OCC’s website (http://www.acf.hhs.gov/programs/occ/) provides general information on this program.
Other Information
Transfer of Funds to CCDF
Under the TANF program (CFDA 93.558), a State may transfer TANF funds to CCDF and the funds transferred are treated as Discretionary Funds under CCDF. The amounts transferred into CCDF should be included in the audit universe and in total expenditures of CCDF when determining Type A programs. On the Schedule of Expenditures of Federal Awards (SEFA), the amount transferred in should be shown as CCDF expenditures when expended.
(Source: 2019 OMB Compliance Supplement, Part 4, Department of Health and Human Services CFDA 93.575 and 93.596 Child Care and Development Block Grant)
Part I

[bookmark: _Toc442267684][bookmark: _Toc36552979]Part II – Pass through Agency and Grant Specific Information
Child Care Fact Sheet: http://jfs.ohio.gov/factsheets/ChildCareAssistance.stm
[bookmark: _Toc36552980]Program Overview
As noted above, this program is to increase the availability, affordability, and quality of child care services for low- income families where the parents are working or attending training or educational programs.
CFDA #93.575 is the benefit part of the program and CFDA #93.596 is the administrative costs of the program. 
ODJFS develops a State Plan. All Counties follow the same program requirements and cannot impose additional requirements.
Provider licensing eligibility is determined by the County using the Ohio Child Licensing and Quality System.  County staff work with early childhood professionals that want to provide Family Child Care, which is care in the person’s own home, these are licensed Type A and Type B family child care home providers. In Home Aides (IHA) are people that provide child care in the family’s home, not their own, and IHAs are certified by the county agency. For all three provider types, the county staff inspect the home and work with the person to submit the proper documentation and apply for a license/certification through the Ohio Child Licensing and Quality System (OCLQS). The county makes a recommendation to ODJFS to approve or deny the application for Type A and Type B family child care homes. ODJFS staff approve or deny using OCLQS but do not approve or deny certifications for IHAs. Once licensed/certified, the county staff monitor compliance of these providers.
State staff work with programs that want to become licensed as a child care Center in order to provide center-based child care, which is care in a program location, not a home. ODJFS staff inspect the program and work with the program staff to submit the proper documentation and apply for a license through the OCLQS. ODJFS staff approve or deny using OCLQS. Once licensed, ODJFS staff monitors compliance of these programs.
Eligibility of the providers will be tested by the State region.  Auditors are not responsible for determining the eligibility of providers.  If an expenditure to a provider is made at the county level requiring the county to report and auditors test, auditors need to ensure their eligibility is noted in the County JFS system.
According to JFS, you can pull a list of providers by Type and by County by going to JFS’ website http://jfs.ohio.gov/cdc/childcare.stm .  Choose “Search for Early Child and Education Programs” and then complete the criteria (County, Program Type, etc). 
ODJFS has manuals on line for additional information regarding Child Care program including Type A and B Providers under the link “Family Child Care Manual” and IHA providers under the link "Child Care In-Home Aide Manual". 
Auditors may find local funds such as United Way Campaign for Children monies and benefits paid in the County JFS CFIS system. Counties include this information for tracking purposes but exclude them from Child Care funding by coding them as unreimbursable.
Please note the OMB Compliance Supplement Appendix I indicates this program is excluded from the A-102 Common Rule and portions of 2 CFR Part 200, however, ODJFS requires the Counties to use State cost principles, which require the counties to follow Circulars A102 and 2 CFR part 200.
County Structure
Each County is segregated into the following three areas:
•	County Department of Job and Family Services (CDJFS) - Administers the Food Assistance (SNAP) Cluster, TANF, Child Care Cluster, Social Services Block Grant, SCHIP, and Medicaid (i.e. all Public Assistance programs).
•	Public Children Services Agency (PCSA) - Administers the Foster Care and Adoption Assistance programs.
•	Child Support Enforcement Agency (CSEA) - Administers the Child Support Enforcement program.
Note: In some Counties, all three areas are combined (Combined Agencies), whereas in other Counties, there may be two or three separate agencies.
Subgrant Agreement
Each County agency (or agencies) enters into an Ohio Department of Job and Family Services Subgrant Agreement.  This agreement describes the subgrant duties, ODJFS & subgrantee responsibilities, effective date of the subgrant, amount of grant/payments, audits of subgrantee, suspension and termination, breach and default, etc.  Auditors should review their applicable County’s subgrant agreement.  This agreement indicates if each agency (Public Assistance (PA), Public Children Services Agency (PCSA), Child Support (CS)) is a stand-alone agency or if they are combined agencies.  This will determine the cost pools that will need tested as part of the RMS process tested in Section A. The various CFIS reports indicate grant years so receipt and expenditure of awards is identifiable.
ODJFS has county profiles and web links at http://jfs.ohio.gov/County/County_Directory.pdf. 
County Collaborations
Collabor8
Collabor8, formed in 2011, is a project that involves nine county department and family services that will work together under a common agreement to process and manage administrative workloads as one project area.   The MOU was extended indefinitely, and there have not been any changes to participants for SFY 19 or SFY 20.  The fiscal sharing splits for SFY 19 & 20 obtained from Collabor8 documentation provided are below.  This information is unaudited.  Auditors should evaluate for accuracy / reasonableness not only the fiscal split percentages used below but also but also any other costs allocated as a result of this collaborative effort.  See FATL 346, dated 4-24-15 and FACT 55 dated 5/20/15 which lists approved collaborations  and OAC 5101:4-1-16.
	County
	State Fiscal Year 19
IM Allocations
	Percentage
	State Fiscal Year 20
IM Allocations
	Percentage

	Carroll
	$245,906
	7.53%
	$284,688
	7.92%

	Delaware
	268,978
	8.24%
	287,365
	8.00%

	Hancock
	374,393
	11.47%
	397,610
	11.07%

	Holmes
	278,912
	8.54%
	294,394
	8.19%

	Knox
	392,210
	12,01%
	419,326
	11.67%

	Marion
	521,953
	15.71%
	564,732
	15.72%

	Morrow
	252,902
	7.75%
	273,517
	7.61%

	Sandusky
	369,797
	11.33%
	432,480
	12.04%

	Wood
	568,935
	17.43%
	638,573
	17.77%

	Total
	$3,264,986
	
	$3,592,685
	



Joint County Department of Job and Family Services
Ohio Revised Code § 329.40-329.46 allows for the formation of joint county departments of job and family services.  The boards of county commissioners of any two or more counties may enter into a written agreement to form a joint county department of job and family services.  Once the agreement is in effect, the department should operate a single new entity replacing the contributing counties JFS offices.  The agreements will specify the reporting periods for the new departments, which are not required to be on a 12/31 reporting timeframe.  If auditors are aware of the formation of a new district they should inquire as soon as possible with the district to determine the reporting period that was established.  Auditors should familiarize themselves with the ORC code sections mentions and should also obtain the agreement establishing the district; perform a potential component unit evaluation to determine if the district is a legally separate entity and if they are a subrecipient of ODJFS or of the contributing counties.  Also, keep in mind ORC 329.44 allows for JFS Districts to hold title to real property.  Auditors will need to evaluate if the district is holding title to real property and will need to import testing procedures from the General boilerplate FACCR.  Also keep in mind costs incurred for the acquisition of buildings and land, as “capital expenditures,” are unallowable as direct charges, except where approved in advance by the awarding agency. See 45 CFR 75.318, 75.343, and 75.439(b)(1) (2 CFR 200.311, 200.329 and 200.439(b)(1)).  We are aware of two districts that have currently formed. See below.  As communicated in FACTL 346 (effective 5-21-15) OAC 5101:4-1-16 was updated and designed county collaborations as certification offices responsible for program operations which include, but not limited to: application processing; eligibility determinations; and operation of employment and training programs. Approved counties were removed from the code section and OAC 5101:4-1-16(B) indicates that approved county collaborations can be found in the food assistance change transmittal letters, which can be found in the food assistance certification handbook at the ODJFS website.  The most recent change letter is FACT 55: 
1.	South Central Job and Family Services District is a combination of Ross, Vinton and Hocking Counties and it is operating on a 6/30 state fiscal year end and,
2.	Defiance/Paulding Consolidated Department of Job and Family Services is a combination of Defiance and Paulding Counties and it is operating on a 12/31 federal fiscal year end.
Additional information per ODJFS: 
•	Counties cannot adopt policies to broaden or restrict the program.
•	ODJFS Bureau of Monitoring and Consulting Services (BMCS) performs ODJFS program County compliance reviews.  The Counties do receive written results of these reviews.  Auditors should consider the results of the reviews for planning purposes.
This is a brief description of the Fiscal Process:
The County JFS receives different types of Funding:
1.	Mandated Share - not applicable for Child Care Block Grant.
2.	Federal Allocation – There are two ways federal monies are allocated by the State: 
•	Allocation specific to the grant – Adoption, Foster Care, Child Care Block Grant, Social Services Block Grant and TANF receive allocations specific to their grants. These allocations are based on mandated methodology guidelines, including demographics, expenditure information pulled from CFIS, etc.  There are no local requirements for the calculating or receiving of these allocations.  The County receives notification of their grant allocation from ODJFS.
•	Child Care Block Grant receives Child Care Funding Allocation for the administrative costs of provding publicly funded child care.  (See OAC 5101:9-6-11 & 5101:9-6-11.2). These allocations consist of Federal monies. Once those allocations are exhausted, the county must use other allowable federal, state or local monies to administer the program.
•	ODJFS issues initial pass-through allocations based on the greater of:
a. 	The average expenditures of the last two years reported expenditures: or 
b. 	The total of the last four completed quarters’ reported expenditures.
An agency with no reported expenditures over either time period will receive a minimum budget (OAC 5101:9-6-44). An agency may request an increase at any time during the fiscal year.  Counties receive notification of their allocation via CFIS Web.  This section does not apply to allocations issued pursuant to OAC 5101:9-6-11 and 5101:9-6-11.2.
3.	Income Maintenance (State Allocation) - not applicable for Child Care Block Grant.
4.	Program Specific State Allocations
In addition to their County JFS allocations, there are two opportunities for County agencies to release or receive monies:  1) In accordance with 5101:9-6-82 of the Administrative Code, county agencies can swap funds with other counties, (this process must be approved by evidence of County Commissioners sign off) which goes through ODJFS to change the allocations in CFIS; or 2) IN accordance with 5101:9-6-02 of the Administrative code, there are at least 2 opportunities in the fiscal year in which they can apply for additional funds or release excess funds for re-distribution to other counties.  In this case, the County JFS must indicate need and ODJFS may provide additional funds as made available by other counties; however, the pass-through allocations are not included in either process.  ODJFS changes the allocation in the CFIS system.  While this does not require testing at the local level, auditors should be aware this may be the reason any such re-allocations in the system.  Note: The Ohio Department of Job and Family Services developed a process to allow for specific allocated funds to be exchanged between counties. The process is detailed in rule 5101:9-6-82 of the Administrative Code.  
For most grants, the County JFS can draw down funds on a weekly basis from the ODJFS.  However, federal grants received by the Public Children Services Agency (PCSA) (Adoption Assistance and Foster Care) are reimbursement grants.  The County JFS agency draws down an advance of funds for anticipated needs .  Quarterly adjustments are made for the differences between funds drawn and actual expenditures.
County JFS submit quarterly data via CFIS.  There is a quarterly reconciliation process performed by ODJFS.  See also OAC 5101:9-7-03 and OAC 5101:9-7-03.1 for additional information on the financing, reconciliation and closeout procedures.  Auditors should review these sections for specific details on this process.  Counties are still required to submit monthly financial data as an upload in CFIS no later than the eighteenth day of the month following the month of the transaction (OAC 5101:9-7-29)
The reconciliation process with CFIS Web is reflected in OAC 5101:9-7-03.1 updated in FAPMTL 406. The CDJFS has access to system reporting throughout the quarter in order to make ongoing adjustments/corrections.  County JFS enters expenditures monthly into CFIS Web and submit to OAKS quarterly.  The CDJFS is given five business days after the eighteenth day of the month following the last month of the quarter to review reports for accuracy.  No later than five business days after the eighteenth day of the month following the last month of the quarter, the CDJFS shall submit any final adjustments and/or revisions to OAKS.  When the eighteenth day of the month falls on a weekend or state recognized holiday, the CDJFS shall submit on the first business day following the weekend or recognized holiday. Once the five-day review period is complete, ODJFS suspends reporting access in OAKS for the closing quarter in order to begin the quarter reconciliation process.  The CDJFS can complete adjusting draws in CFIS prior to the end of the five-day review period.  The Ohio department of job and family services (ODJFS) notifies the CDJFS when the quarter reconciliation process is completed. The CDJFS shall review reports for accuracy and immediately notify ODJFS of any discrepancies.  ODJFS reconciles refunds and collections at the end of each quarter. ODJFS reconciles state funded allocations and federally funded subgrants at the end of their period. The funding period includes the period of availability and the liquidation period.  OAC 5101:9-7-29 states that once the quarter is closed and complete, the CDJFS submits their signed quarterly financial statement of expenditures to ODJFS via e-mail by the 10th day of the second month following the quarter the statement represents.  
The CFIS Web system does not link information into the county auditor’s expenditure ledgers.  Counties can manually reenter the information or they may use a computer program for this upload process. Auditors should check to see if the information uploads to the County Auditor’s system accurately by reconciling Form 2827 to the County Auditor’s & JFS records.  Beginning in 2015 ODJFS made available to its subrecipients, a PET replacement system called the CFIS Web Ledger Reporting (LR) system.  Maximus discontinued PET in 2014.  Effective March 30, 2018, ODJFS will end all support regarding the downloading of INF files in the Maximus Ledger Suite. Based on our review of the LR system and entities using it for 2018, we determined it was widely adopted for 2018 and it was not tested by ISA.
See BCFTA Update 2017-03 and BCFTA Update 2018-01 regarding costs associated with county lay-off of staff.
See also FAPL No. 34, Abnormal or Mass Severance Pay.
[bookmark: _Toc36552981]Testing Considerations
Since each County could conceivably have a different plan with varying eligibility requirements, services offered, etc., there is no effective way to incorporate testing for all Counties in this FACCR.  In addition, Counties can amend their plan at will be amended at will.  Auditors will need to tailor this FACCR in accordance to the plan(s) in effect during their audit.
Auditors should evaluate cost pools and reporting requirements that are consistent between ODJFS grant programs and only test these once rather than with each grant program.  The following table shows where some efficiencies can be gained for common cost pools (FACCR Section A) and reports (FACCR Section L):
	Reported on: 
	Program: 
	County Fund Paid from: 

	RMS Cost Pool


	JFS 02827
	Medicaid, CHIP, Food Assistance, TANF, SSBG, CCDBG 
	Public Assistance (PA) Fund 

	IMRMS / SSRMS 


	JFS 02750
	Child Support Enforcement 
	Child Support Administrative Fund 
	CSRMS 


	JFS 02820
	Foster Care & Adoption 
	Children Services Workers 
	CWRMS or SSRMS (if combined agency) 



For an overview of requirements tested by program: see AOS spreadsheet, ODJFS list of program & applicable requirements.  These reports are in CFIS Web.
[bookmark: _Toc512411061][bookmark: _Toc1637227][bookmark: _Toc36552982]Information systems, including a description on how they operate (i.e. Statewide automated eligibility system, CFIS Web, CFIS Web LR)
Computer Systems
The following State-level systems are utilized by Counties for these programs:
· Statewide automated eligibility system - Used primarily to determine eligibility and benefit amounts for Food Assistance, TANF, SCHIP, and Medicaid; and generates the voucher summary detail for these programs.  It also maintains data entered by the case workers related to the recipients and their cases.
· Child Care Information Data System (CCIDS) - Used primarily to determine eligibility and benefit amounts for publicly funded child care services. It also maintains data entered by the case workers related to the recipients and their cases. Through an interface the data is sent to another system, Time, Attendance and Payment (TAP) system. TAP tracks attendance and calculates the amount to be paid to the child care program. Through another interface TAP sends data back to CCIDS. Payments are made to programs through OAKS.
· CFIS – (County Finance Information System) July 1, 2009 County JFS finance offices began using CFIS, which drives the financial reporting (Forms 2827, 2750, and 2820, RMS activity, etc.).  The CFIS application became a web-based application in 2012.  The current and archived CFIS information can be accessed at the County JFS site.  At the county level, financial data is imported (pulled) from templates or from interfaced systems like WebRMS into the CFIS Web reporting system.  Information flows from the county system through CFIS and up to OAKS.  Each grant is coded separately.  ODJFS has a spreadsheet for coding in CFIS.  ODJFS updates this information each year.  
ISA will be testing CFIS Web (including the RMS System used to track Random Moment Sampling activity and allocation of program expenditure.   A recap of that work performed and any user control considerations will be sent out when available for 2019.
The OAKS general controls portion tested as part of the Statewide SSAE 16 SOC 1 engagement, however, will continue to be on a state fiscal year (6/30).
· County JFS fiscal offices use CFIS Web to record their expenditures.  However, this system does not link the information into the county auditor’s expenditure ledgers.  The counties can manually reenter the information or they may use a computer program for this upload process.  The State Region does not look at these type of programs.  In 2015 ODJFS made available to its subrecipients, a PET replacement system called the CFIS Web Ledger Reporting (LR) system.  Maximus discontinued PET in 2014.  Effective March 30, 2018, ODJFS will end all support regarding the downloading of INF files in the Maximus Ledger Suite.  Based on our review of the LR system and entities using it for 2018, we determined it was widely adopted for 2018 and it was not tested by ISA.
· According to ODJFS, the list of allowable PAA's has been added to several times since BCFTA update # 2011-17 was issued on 3-24-11, the new CFIS Web Report CR112 shows all the valid PAA's and agencies can print this report.
· With the implementation of CFIS Web, ODJFS has developed a new process to replace the function of the Configuration File. The new process is called “Adjustment to a Prior Period Allocated and Approved Expenditure” or APAA. Agencies will utilize this process in instances where an adjustment needs to occur and direct coding is not available (i.e. audit, ERIP, and errors). This process can be initiated by the local agency or by ODJFS and is recorded on form JFS 01179.  See BCFTA updated 2013-17 dated 2/28/13 for further information..
NOTE: ODJFS is not granting auditors of County JFS programs access to the JFS systems.  ODJFS is encouraging County JFS offices to cooperate with audit requests.  Per Office of Fiscal and Monitoring Services’ County Monitoring Advisory Bulletin 2012-01 / Workforce Investment Act Advisory Bulletin 2012-01, dated February 13, 2012, in part:
“County agency management personnel are obligated to provide the necessary data to the regional auditors or their designees. However, due care must be taken to safeguard the information provided to the AOS and its contractors. Under no circumstances should agency management or staff give the AOS audit staff access to any ODJFS systems. Each agency must make a reasonable effort to limit the disclosure of protected health information to the minimum necessary to accomplish the intended purpose of the disclosure. The agencies must provide the data to the AOS via encrypted media, i.e. memory sticks, CDs or DVDs, external hard drives etc., in accordance with state guidelines on secure portable media.  The method through which data are transferred is at the sole discretion of each local director.”
[bookmark: _Toc36552983]Reporting
Note: See examples SEFA and Footnote shells available at http://www.ohioauditor.gov/references/practiceaids.html.
See additional SEFA Guidance in the “Single Audit SEFA 2019 Completeness Guide” located at http://www.ohioauditor.gov/references/practiceaids.html.
(Source: CFAE)

Part II

[bookmark: _Toc442267685][bookmark: _Toc36552984]PART III – APPLICABLE COMPLIANCE REQUIREMENTS
[bookmark: _Toc442267686][bookmark: _Toc36552985]A.  ACTIVITIES ALLOWED OR UNALLOWED
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.  
[bookmark: _Toc442267687][bookmark: _Toc36552986]OMB Compliance Requirements
Important Note:  For a cost to be allowable, it must (1) be for a purpose the specific award permits and (2) fall within 45CFR 75 Subpart E (2 CFR 200 subpart E) Cost Principles.  These two criteria are roughly analogous to classifying a cost by both program/function and object.  That is, the grant award generally prescribes the allowable program/function while 2 CFR 200 subpart E prescribes allowable object cost categories and restrictions that may apply to certain object codes of expenditures.
For example, could a government use an imaginary Homeland Security grant to pay OP&F pension costs for its police force?  To determine this, the client (and we) would look to the grant agreement to see if police activities (security of persons and property function cost classification) met the program objectives.  Then, the auditor would look to Subpart E (provisions for selected items of cost 45 CFR 75.420-75.475 (2 CFR § 200.420-200.475)) to determine if pension costs (an object cost classification) are permissible.  (45 CFR 75.431(g) and 2 CFR 200.431(g) state they are allowable, with certain provisions, so we would need to determine if the auditee met the provisions.)  Both the client and we should look at 45 CFR 75 Subpart E (2 CFR 200 subpart E) even if the grant agreement includes a budget by object code approved by the grantor agency.  Also, keep in mind that granting agencies have codified 2 CFR 200 and some agencies have been granted exceptions to provisions within 2 CFR 200.
(Source:  AOS CFAE)
The specific requirements for activities allowed or unallowed are unique to each Federal program and are found in the laws, regulations, and the provisions of the Federal award contracts or grant agreements pertaining to the program.  For programs listed in this Supplement, the specific requirements of the governing statutes and regulations are included in Part 4, “Agency Program Requirements” or Part 5, “Clusters of Programs,” as applicable.  This type of compliance requirement specifies the activities that can or cannot be funded under a specific program.  
Source of Governing Requirements
The requirements for activities allowed or unallowed are contained in program legislation, Federal awarding agency regulations, and the terms and conditions of the award.
(Source: 2019 OMB Compliance Supplement 3.2)
Agency Codification Adjustments/Exceptions:
HHS, DOL, HUD, DOT, and EPA have not made any adjustments or exceptions that directly impact references within this compliance requirement.  
Part 4 OMB Program Specific Requirements
0. Activities Allowed
a.	Funds may be used for child care services in the form of certificates, grants, or contracts (42 USC 9858c(c)(2)(A)).
b.	Funds may be used for activities that improve the quality or availability of child care services, consumer education, and parental choice (42 USC 9858e).
c.	Funds may be used for activities that improve access to child care services, including the use of procedures to permit enrollment of homeless children (after an initial eligibility determination) while required documentation is obtained; training and technical assistance on identifying and serving homeless children and their families; and specific outreach to homeless families (42 USC 9858c(c)(3)(B)(i)).
d.	Funds may be used for any other activity that the State deems appropriate to (a) promote parental choice; (b) provide comprehensive consumer education information to help parents and the public make informed choices about child care services and promote involvement by parents and family members in the development of their children in child care settings; (c) deliver high-quality, coordinated early childhood care and education services to maximize parents’ options and support parents trying to achieve independence from public assistance; (d) improve the overall quality of child care services and programs by implementing the health, safety, licensing, training and oversight standards established in the CCDBG Act and in State law and regulations; (e) improve child care and development of participating children; and (f) increase the number and percentage of low-income children in high-quality child care settings (42 USC 9857 and 9858c(c)(3)(B)).
e.	Improvements or upgrades to a facility which are not specified under the definitions of construction or major renovation (see III.A.2.c(1) below) may be considered minor remodeling and are, therefore, allowed as follows:
(1)	For other than sectarian organizations, funds may be used for the minor remodeling of child care facilities
(2)	For sectarian organizations, funds may be used for the renovation or repair of facilities only to the extent that it is necessary to bring the facility into compliance with the health and safety standards required by 42 USC 9858c(c)(2)(F) (42 USC 9858d(b)).
0. Activities Unallowed
1. No funds may be expended through any grant or contract for child care services for any sectarian purpose or activity, including sectarian worship or instruction (42 USC 9858k(a)).
1. With regard to services to students enrolled in grades 1 through 12, no funds may be used for services provided during the regular school day, for any services for which the students receive academic credit toward graduation, or for any instructional services that supplant or duplicate the academic program of any public or private school (42 USC 9858k(b)).
1. No funds can be used for the purchase or improvement of land, or for the purchase, construction, or permanent improvement (other than minor remodeling) of any building or facility (42 USC 9858d(b)).
2. “Construction” is defined as the erection of a facility that does not currently exist. “Major renovation” is considered permanent improvement and is defined as (1) structural changes to the foundation, roof, floor, exterior or load-bearing walls of a facility, or the extension of a facility to increase its floor area; or (2) extensive alteration of a facility such as to significantly change its function and purpose, even if such renovation does not include any structural change (45 CFR section 98.2). I
2. Exception: Tribes may use funds for the construction and major renovation of child care facilities with ACF approval (42 USC 9858m c)( 6); 45 CFR section 98.
(Source: 2019 OMB Compliance Supplement, Part 4, Department of Health and Human Services CFDA 93.575 and 93.596 Child Care and Development Block Grant)
[bookmark: _Toc442267688][bookmark: _Toc36552987]Additional Program Specific Information
ODJFS Program Specific Requirements
RMS 
The following transmittal letters communicate the most recent changes to the OAC rules concerning the web-based RMS system:
· OAC 5101:9-7-23 Child Support Random Moment Sample (RMS) Time Study
· See FAPMTL No. 358 (eff 10/31/2016) 
· OAC 5101:9-7-20 Income Maintenance, Workforce, Social Services, and Child Welfare Random Moment Sample (RMS) Time Studies 
· See FAPMTL No. 318 (eff 4/12/15)
See also BCFTA Web WebRMS reports at: 
· http://jfs.ohio.gov/ofs/bcfta/TOOLS/RMS/RMSTADocument.pdf 
· Desk Guide at http://jfs.ohio.gov/ofs/bcfta/TOOLS/RMS/RMSDeskGuide.pdf .  
· Web RMS user manual was updated April 2015 and is available here http://jfs.ohio.gov/ofs/bcfta/TOOLS/RMS/RMS_UserManual.stm .
The RMS observations are time studies which are designed to measure county staff activity regarding income maintenance and social services programs.  Both the Income Maintenance RMS (IMRMS) and the Social Services RMS (SSRMS) are completed on a quarterly basis by all positions performing directly related program functions, with the exception of positions performing administrative support or supervisory functions unless the person actually provides direct services.  The RMS system selects the staff sample for completing the RMS from the roster of FTEs  entered into the RMS system.  
Data collected from these time studies are used to calculate the percentage of time spent on the program.  The percentages are used by the County agency system to allocate expenditures reported on the ODJFS 2827 financial statements.
County expenditures primarily consist of administrative expenses, most of which are captured through the RMS process discussed above; however, there may be non-RMS related expenditures as noted above performing administrative support or supervisory functions only, such as the JFS Director, human resource employees, etc.  These are the administrative staff whose expenses belong in the shared cost pool.  If it can be determined that a supervisor only supervises staff in one program- type cost pool, that supervisor’s expenses are included in the program-type cost pool and allocated along with their staff’s expenses by the RMS statistics for that particular program type.
RMS based funding has a one month lag time. For example, RMS reporting for September, October and November drives the quarterly funding for October, November and December.
RMS sample sizes required per OAC:
IMRMS/SSRMS/CWRMS: OAC 5101:9-7-20(G)
CSRMS: OAC 5101:9-7-23(G)
	RMS Type
	Agency Size
	# of Observations

	Income Maintenance (IMRMS)
	Ten County Agencies with the Largest IM Cost Pool Expenditures
	Minimum of 2,300 

	Income Maintenance (IMRMS)
	All Other County Agencies
	Minimum of 354

	Social Services (SSRMS), Child Welfare (CWRMS), Juvenile Ct
	1-10 Participating Positions
	Minimum of 33 per worker

	Social Services (SSRMS), Child Welfare (CWRMS), Juvenile Ct
	11-74 Participating Positions
	Minimum of 354

	Social Services (SSRMS), Child Welfare (CWRMS), Juvenile Ct
	75 or more Participating Positions
	Minimum of 2,400

	Child Support (CSRMS)
	1-10 Participating positions
	Minimum of 33 per worker

	Child Support (CSRMS)
	11 or more Participating positions
	Minimum of 354



AOS Additional Testing Consideration
Sections A & B are most often tested using the same sample.  Additional program specific requirements / testing considerations are included in Section A that would also affect Section B.  
County testing will primarily consist of the following:
· Administrative expenses
· FTE/RMS/Cost pools 
· Direct expenditures
Auditors will need to test pooled costs separately (RMS) from direct charges (County ledgers).
All salaries and indirect expenses are included in cost pools.  There are two levels of allocation for County JFS expenditures.  Costs benefiting all programs (rent, leases, utilities, supplies, indirect employee costs for positions such as the agency director, personnel, fiscal, related compensation, etc.) are included in the Shared Costs Pool and are allocated based on the Quarterly Report of County JFS Full Time Equivalent (FTE) Positions submitted to ODJFS.  Shared costs are distributed in CFIS Web based on the IM, SS, and CSEA FTE percentages.
More information regarding FTE reporting is available at http://jfs.ohio.gov/ofs/bcfta/TOOLS/TOOLS.stm. FTE reporting was previously accomplished on Form 4290, which has been replaced by CFIS Web form CR 445.
	Allowable costs on FTE Report associated with Employees 

	Reported on: 
	Program: 
	County Fund Paid from: 

	RMS Cost Pool


	JFS 02827
	Medicaid, CHIP, Food Assistance, TANF, SSBG, CCDBG 
	Public Assistance (PA) Fund 

	IMRMS / SSRMS 


	JFS 02750
	Child Support Enforcement 
	Child Support Administrative Fund 
	CSRMS 


	JFS 02820
	Foster Care & Adoption 
	Children Services Workers 
	CWRMS or SSRMS (if combined agency) 



These electronic reports are in CFIS Web.
Costs are then allocated to the program level based on the RMS studies.
Auditors will need to test both FTE reporting and RMS. 
Auditors can determine population for RMS testing from a summary report for the quarter on CFIS that uploads from the RMS system.  There is a data file with this information in CFIS that can be downloaded at the County JFS site.

A. Activities Allowed or Unallowed


[bookmark: _Toc36552988]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):


Here are some questions that can help in documenting the above control requirements:
(Note: The County/District JFS Policies should document controls for meeting compliance requirements.  Auditors should review the information provided by the County/District JFS to gain an understanding of the procedures in place.)
1. Does the County/district JFS pay expenditures to the County via a CAP?
1. How does the County ensure only applicable costs are included in the CAP?
1. What procedures does the County/district JFS have in place to ensure they are only paying for allowable activities?
1. What controls does the County/district JFS have to ensure costs are not paid through the CAP and directly to the County/Fiscal Agent?
1. What procedures does the County/district JFS have in place for only allowable costs input into CFIS?
1. What procedures does the County/district JFS have to ensure administrative employees / costs are not reported as part of RMS, unless these employees provide direct services?
1. How does the County ensure that:
· Employees are properly completing the RMS observation;
· Documentation is available to support the program and activity claimed;
· Observations for absent employees are properly completed; 
· FTE allocations for the shared cost pool are correct;
· Employees are assigned to the correct cost pool; and 
· Employees are completing the correct RMS observation.
1. Interview the RMS Coordinator.  Document RMS coordinator name and date of interview.  Document any weaknesses noted.  Interview could include questions such as the following:
0. Are you familiar with the RMS procedures summarized in the RMS User Manual?
0. What is your role in the RMS process?
0. What do you do if you receive an RMS observation for an employee who no longer works in your office?
0. How do you ensure the observation is filled out correctly?
0. Have you received any special training or instructions on RMS procedures within the past 12 months?
0. How do you complete the RMS control sample?  What is the purpose of the control sample?
1. Interview case workers who participate in RMS. Document employee name and date of interview.  Interview could include questions such as the following:
a. Are you familiar with the RMS procedures summarized in the RMS User Manual?
b. What do you do when you receive an observation?
1. Complete immediately
2. Hold until appropriate time
3. Complete at my convenience
4. Other (explain)
c. What items need to be completed for the observation?
1. What program you are working with
2. Activity code
3. Case number (or unique identifier) 
4. Comment section completed



A. Activities Allowed or Unallowed


[bookmark: _Toc36552989]Suggested Audit Procedures – Compliance
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Auditors should gain efficiencies by testing in conjunction with other programs with the same requirements for CAP, FTE and RMS
For instances where the compliance affects multiple major programs (i.e. RMS, FTE, financial reporting) we can sometimes have one population for determining sample size.  See Government Auditing Standards and Single Audit Guide 11.42.
Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	1.	Identify the types of activities which are either specifically allowed or prohibited by the laws, regulations, and the provisions of the contract or grant agreements pertaining to the program.
2.	When allowability is determined based upon summary level data, perform procedures to verify that:
a.	Activities were allowable.
b.	Individual transactions were properly classified and accumulated into the activity total.
3.	When allowability is determined based upon individual transactions, select a sample of transactions and perform procedures to verify that the transaction was for an allowable activity.
4.	The auditor should be alert for large transfers of funds from program accounts which may have been used to fund unallowable activities.
Additional ODJFS Steps
5.	If the client has made subawards under the program, select a representative number of awards and determine whether they were only approved for activities as identified in step 1 above.  See also Section M.
6.	Obtain management’s explanation for any significant questionable expenditures/subawards.  Analyze responses and obtain any additional documentation considered necessary.
7.	In conjunction with Allowable Costs/Cost Principles in Section B, determine if the disbursements met 45 CFR 75 Subpart E (2 CFR 200 Subpart E Cost Principles).
Other Attributes:
· Charges were properly coded.
· Voucher was properly computed.
·  Invoice amount agrees to voucher amount 
· Invoice date precedes voucher date.
· If a reimbursement, reimbursement was not claimed greater than 21 months following the payment of the expenditure. 
· Payments can be made on behalf of eligible and non-eligible children, allowable activities and non-allowable activities per federal terms and conditions. 
CAP (see also CAP testing in Section B)
1. Summarize monthly payments to the County and review CAP for accuracy of payment. Ensure that payments made were for the current or prior period and they were within the current biennium.
1. Review CAP for reasonableness of County/district JFS expenditures.
FTE Reporting- the roster is uploaded through the WebRMS system (See OAC 5101:9-7-23 & OAC 5101:9-7-20 for additional information.)
1. Determine if the number of FTE by program area category is consistent with the payroll in the previous quarter.
1. Select employees and determine if they are reported in the correct program area category based on documentation. (i.e. job duties, job description, personnel file, employee interview, etc.)
RMS 
1. Determine RMS cost pools that require testing (i.e. Income Maintenance, Social Services, Child Support, Child Welfare).
1. Scan all 4 quarterly RMS Tabulation Reports to identify any indications of misuse or manipulation of RMS codes (could help determine which quarter to test in step 3):
1. High instances of un-funded codes
1. Large variances (over 20%) in RMS coding between quarters
1. Distribution of RMS codes between programs
1. The information that was previously included in the County RMS Sample Reference list (the list was a recap from ODJFS of the RMS observations information input into the system by the County/district JFS) is available in the WebRMS system. 
· Determine if the required number of observations were performed
1. Obtain RMS observations for each cost pool being tested (i.e. Income Maintenance, Social Services, Child Support, Child Welfare)
Select one sample of observations across all applicable cost pools, test for the following attributes and note any exceptions.
0. Observation includes a case number or other identifier 
0. Observation includes the activity, where applicable 
0. Determine if documentation exists to substantiate the claimed program and/or activity on the RMS sample observation 
0. Employee must respond to the observation within 24 business hours.
0. The RMS Coordinator reviewed and approved all observation moment responses within 48 hours.  
0. If the observation had been flagged as part of the quality assurance control group, determine the supervisor/supervisor designee validated the response within the same twenty-four-hour response period that is available to the employee.   Also, determine if it was approved by the supervisor/supervisor designee, and that the response was accepted by the RMS coordinator.
0. No unauthorized or vacant positions were included in the RMS sample
0. Obtain payroll listing with job titles and compare to RMS observations completed
0. Review job duties from observation and / or interview with employee
0. Match job activities from RMS with job descriptions in personnel file
0. If employee is an administrative or supervisory, determine whether they are appropriately completing the RMS observations
0. Administrative support employees can participate in RMS if they provide direct services 50% of the time
0. Supervisory employees can participate in RMS if they provide direct services over 50% of the time
Reminder: Auditors should not put confidential information in the current working papers and should follow established procedures for protection of confidential information.


A. Activities Allowed or Unallowed


[bookmark: _Toc36552990]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



A. Activities Allowed or Unallowed


[bookmark: _Toc442267689][bookmark: _Toc36552991]B.  ALLOWABLE COSTS/COST PRINCIPLES
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.
[bookmark: B___ALLOWABLE_COSTS_COST_PRINCIPLES][bookmark: _Toc36552992]Applicability of Cost Principles
Important Note:  For a cost to be allowable, it must (1) be for a purpose the specific award permits and (2) fall within 45 CFR 75 Subpart E (2 CFR 200 subpart E) Cost Principles.  These two criteria are roughly analogous to classifying a cost by both program/function and object.  That is, the grant award generally prescribes the allowable program/function while 45 CFR 75 Subpart E (2 CFR 200 subpart E) prescribes allowable object cost categories and restrictions that may apply to certain object codes of expenditures.
For example, could a government use an imaginary Homeland Security grant to pay OP&F pension costs for its police force?  To determine this, the client (and we) would look to the grant agreement to see if police activities (security of persons and property function cost classification) met the program objectives.  Then, the auditor would look to Subpart E (provisions for selected items of cost 45 CFR 75.420-75.575 (2 CFR 200.420-200.475)) to determine if pension costs (an object cost classification) are permissible.  (45 CFR 75.431(g) and 2 CFR 200.431(g) state they are allowable, with certain provisions, so we would need to determine if the auditee met the provisions.)  Both the client and we should look at 2 CFR 200 subpart E even if the grant agreement includes a budget by object code approved by the grantor agency.  Also keep in mind that granting agencies have codified 2 CFR 200 and some agencies have been granted exceptions to provisions within 2 CFR 200.
(Source:  AOS CFAE)
The cost principles in 45 CFR 75, Subpart E (2 CFR part 200, subpart E) (Cost Principles), prescribe the cost accounting requirements associated with the administration of Federal awards by:
· States, local governments and Indian tribes
· Institutions of higher education (IHEs)
· Nonprofit organizations
As provided in 45 CFR 75.101 (2 CFR section 200.101), the cost principles requirements apply to all Federal awards with the exception of grant agreements and cooperative agreements providing  food commodities; agreements for loans, loan guarantees, interest subsidies, insurance; and programs listed in 45 CFR 75.101 (2 CFR section 200.101(d)) (see Appendix I of this Supplement).  Federal awards administered by publicly owned hospitals and other providers of medical care are exempt from 2 CFR part 200, subpart E, but are subject to the requirements 45 CFR part 75, Appendix IX, the Department of Health and Human Services (HHS) implementation of 2 CFR part 200.  The cost principles applicable to a non-Federal entity apply to all Federal awards received by the entity, regardless of whether the awards are received directly from the Federal awarding agency or indirectly through a pass-through entity.  For this purpose, Federal awards include cost-reimbursement contacts under the Federal Acquisition Regulation (FAR).  The cost principles do not apply to Federal awards under which a non-Federal entity is not required to account to the Federal awarding agency or pass-through entity for actual costs incurred. 
Source of Governing Requirements
The requirements for allowable costs/cost principles are contained in 45 CFR 75 Subpart E (2 CFR part 200, subpart E), program legislation, Federal awarding agency regulations, and the terms and conditions of the award.
The requirements for the development and submission of indirect (facilities and administration (F&A)) cost rate proposals and cost allocation plans (CAPs) are contained in 45 CFR 75 Appendices IV-VII (2 CFR part 200, Appendices III-VII) as follows:  
· Appendix III to Part 200—Indirect (F&A) Const Identification and Assignment and Rate Determination for Institutions of Higher Education (IHEs)
· Appendix IV to Part 200—Indirect (F&A) Costs Identification and Assignment, and Rate Determination for Nonprofit Organizations
· Appendix V to Part 200—State/Local Government-Wide Central Service Cost Allocation Plans
· Appendix VI to Part 200—Public Assistance Cost Allocation Plans
· Appendix VII to Part 200—States and Local Government and Indian Tribe Indirect Cost Proposals
Except for the requirements identified below under “Basic Guidelines,” which are applicable to all types of non-Federal entities, this compliance requirement is divided into sections based on the type of non-Federal entity. The differences that exist are necessary because of the nature of the non-Federal entity organizational structures, programs administered, and breadth of services offered by some non-Federal entities and not others.  
(Source: 2019 OMB Compliance Supplement 3.2)
Agency Codification Adjustments/Exceptions:
HHS, USDA, and DOL have made additions and edits to subpart E.  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.  However, this list is only updated through 12/2014.  
Basic Guidelines
Except where otherwise authorized by statute, cost must meet the following general criteria in order to be allowable under Federal awards;
1.	Be necessary and reasonable for the performance of the Federal award and be allocable thereto under the principles in 45 CFR 75 Subpart E (2 CFR part 200, subpart E).
2.	Conform to any limitations or exclusions set forth in 45 CFR 75 Subpart E (2 CFR part 200, subpart E) or in the Federal award as to types or amount of cost items.
3.	Be consistent with policies and procedures that apply uniformly to both federally financed and other activities of the non-Federal entity.
4.	Be accorded consistent treatment. A cost may not be assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like circumstances has been allocated to the Federal award as an indirect cost.
5.	Be determined in accordance with generally accepted accounting principles (GAAP), except, for State and local governments and Indian tribes only, as otherwise provided for in 2 CFR part 200.
6.	Not be included as a cost or used to meet cost-sharing or matching requirements of any other federally financed program in either the current or a prior period.
7.	Be adequately documented. 
Selected Items of Cost
45 CFR 75.420 through 75.475 (2 CFR sections 200.420 through 200.475) provide the principles to be applied in establishing the allowability of certain items of cost, in addition to the basic considerations identified above.  These principles apply whether or not a particular item of cost is treated as a direct cost or indirect (F&A) cost.  Failure to mention a particular item of cost is not intended to imply that it is either allowable or unallowable; rather, determination of allowability in each case should be based on the treatment provided for similar or related items of cost and the principles described in 45 CFR 75.402 through 75.411 (2 CFR sections 200.402 through 200.411).
List of Selected Items of Cost Contained in 2 CFR Part 200
(Source: 2019 OMB Compliance Supplement 3.2)
Part 4 OMB Program Specific Requirements
As indicated in Appendix I to the Supplement, “Federal Programs Excluded from the A- 102 Common Rule and Portions of 2 CFR Part 200,” grantees (Lead Agencies) expend and account for CCDF funds in accordance with the laws and procedures they use for expending and accounting for their own funds (45 CFR section 98.67).
(Source: 2019 OMB Compliance Supplement, Part 4, Department of Health and Human Services CFDA 93.575 and 93.596 Child Care and Development Block Grant)
Written Procedure Requirements:
45 CFR 75.302(b)(7) (2 CFR 200.302(b)(7)) requires written procedures for determining the allowability of costs in accordance with Subpart E-Cost Principles of this part and the terms and conditions of the Federal award.
45 CFR 75.430 (2 CFR 200.430) states that costs of compensation are allowable to the extent that they satisfy the specific requirements of this part, and that the total compensation for individual employees: (1) Is reasonable for the services rendered and conforms to the established written policy of the non-Federal entity consistently applied to both Federal and non-Federal activities; (2) Follows an appointment made in accordance with a non-Federal entity's laws and/or rules or written policies and meets the requirements of Federal statute, where applicable; and (3) Is determined and supported as provided in paragraph (i) of this section, Standards for Documentation of Personnel Expenses, when applicable.
45 CFR 75.431 (2 CFR 200.431) requires established written leave policies if the entity intends to pay fringe benefits. 
45 CFR 75.464(a)(2) (2 CFR 200.464(a)(2)) requires reimbursement of relocation costs to employees be in accordance with an established written policy must be consistently followed by the employer. 
45 CFR 75.474 (2 CFR 200.474) requires reimbursement and/or charges to be consistent with those normally allowed in like circumstances in the non-Federal entity's non-federally-funded activities and in accordance with non-Federal entity's written travel reimbursement policies. 
(Source: CFAE/eCFR)
[bookmark: _Toc36552993]Additional Program Specific Information
ODJFS Program Specific Requirements
Sections A & B are most often test together using the same sample.  See also Section A.
The most significant administrative costs of the County JFS is compensation.  Costs of compensation must be allocated by means of full-time equivalents (FTEs) and the RMS system, as set forth in the state cost allocation plan.   The costs of providers should normally be charged directly to the benefiting program.  Provider costs, including provider administrative costs, should not be charged to a cost pool as this would likely cause costs to be charged to non-benefiting programs, contrary to the federal cost allocation principles (45 CFR 75 Subpart E and 2 CFR 200 Subpart E).  Costs which are readily assignable as direct costs should be charged in that manner and not charged to a cost pool, unless required by the statewide cost allocation plan.  Costs, whether charged directly or indirectly, should be charged only to benefiting federal programs.  Subrecipients may not be paid any amounts in excess of allowable costs, whether as a fee or any other increment.  For example, where a contractor is providing both WIA and TANF program services (if it is assignable to each program), each cost should be allocated by the contractor to the appropriate program and charged as direct program costs.   On the other hand, where a contractor is providing general administrative services, such as the development of an agency-wide classification system for employees and (is not assignable to individual programs), those costs are not direct program costs.  As the costs benefit all programs within the agency, they should be charged to the shared cost pool.
Counties have a cost allocation plan (CAP) for centralized services that includes County JFS Agencies.  County JFS pays the County Auditor for their portion of the CAP.  
Agencies place administrative expenditures in a pool; for combined agencies, it is referred to as the shared cost pool.  ODJFS allocates funding from the shared cost pool through FTE statistics and divides the expenditures into program cost pools (IM, SS, CS).   Random Moment Sampling (RMS) statistics are used to allocate the expenditures in each of the separate program (IM, SS, CS) cost pools.
Auditors should be alert for the following:
· Expenditures reimbursed as part of the County CAP and being paid directly (could be charged directly to the program or allocated to a cost pool).  Many County CAPs include rent therefore the County JFS should not be paying for rent as a direct expense.  The County JFS could be paying the County twice for the same expenditure.
· Instances where County JFS offices may show these County CAP expenditures in the CFIS system even when they did not pay them to the County (offset by a negative expenditure in order to balance to the county auditor’s records).
· Less than arm’s length transactions (see example rent issue discussed below).
County family services agencies are not authorized under Ohio law to hold title to real properly; however, joint county departments of Job and Family Services organized under ORC § 329 can hold title to real property. The agencies routinely rent or lease (for federal grants management purposes, the terms are interchangeable) the facilities necessary for their operation. Rental costs are allowable costs to federal programs under 45 CFR 75.465 (2 CFR 200.465). However, rates must be reasonable in light of such factors as:
· Rental costs of comparable property, if any; 
· Market conditions in the area
· Alternatives available; and
· The type, life expectancy, condition, and value of the property leased.
If the County JFS rents facilities from the board of county commissioners, they are subject to additional restrictions under 45 CFR 75.465 (2 CFR 200.465). As the county family services agency and the board of county commissioners are “related parties,” a rental transaction between the two is considered a “less-than-arm’s-length” transaction. As a result, allowable rental costs are limited to the amount that would be allowed had title to the property vested in the governmental unit; i.e., depreciation, maintenance, taxes and insurance. If the lease amount is tied to a bond schedule for the repayment of the county’s indebtedness on the building in question, this amount may be more than the allowable rental costs under 45 CFR 75.465 (2 CFR 200.465), and the excessive amount would not be an allowable cost to federal programs.
ODJFS issued County Monitoring Advisory Bulletin 2008-001 regarding this matter. 
Please note if the County capitalizes the interest, they can’t charge the JFS depreciation + interest as this would result in the County double-charging for the interest.
See also OAC 5101:9-4-11 (eff. 2-21-15), Rental Costs and Lease Agreements for the rule governing this requirement.  
Per FAPMTL 309 (effective 2/16/15), OAC 5101:9-1-15 was rescinded. According to the transmittal, information for the rule can be found in the OMB Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards CFR part 200. Expenditures after this effective date will need to follow cost principles within 2 CFR part 200 Subpart E. Where federal, state, or local requirements differ, the most restrictive shall apply.  Part (H) of this section lists selected items of costs where there is more restrictive policy based on Ohio law and/or where policy clarifications have been received.  

B. Allowable Costs/Cost Principles

[bookmark: _Toc36552994]Indirect Cost Rate
Except for those non-Federal entities described in 45 CFR part 75 Appendix VII, paragraph D.1.b (2 CFR part 200, Appendix VII, paragraph D.1.b), if a non-Federal entity has never received a negotiated indirect cost rate, it may elect to charge a de minimis rate of 10 percent of modified total direct costs (MTDC).  Such a rate may be used indefinitely or until the non-Federal entity chooses to negotiate a rate, which the non-Federal entity may do at any time.  If a non-Federal entity chooses to use the de minimis rate, that rate must be used consistently for all of its Federal awards.  Also, as described in 45 CFR 75.403 (2 CFR section 200.403), costs must be consistently charged as either indirect or direct, but may not be doubled charged or inconsistently charged as both.  In accordance with 45 CFR 75.400(g) (2 CFR section 200.400(g)), a non-Federal entity may not earn or keep any profit resulting from Federal financial assistance, unless explicitly authorized by the terms and conditions of the award. 
(Source: 2019 OMB Compliance Supplement 3.2)
Audit Objectives (Deminimis Indirect Cost Rate) and Control Testing Procedures 
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):





-
Suggested Compliance Audit Procedures – De Minimis Indirect Cost Rate
Note:  The following subsections identify requirements specific to each type of non-Federal entity. 
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	The following suggested audit procedures apply to any non-Federal entity using a de minimis indirect cost rate, whether as a recipient or a subrecipient.  None of the procedures related to indirect costs in the sections organized by type of non-Federal entity apply when a de minimis rate is used. 
Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	1.	Determine that the non-Federal entity has not previously claimed indirect costs on the basis of a negotiated rate.  Auditors are required to test only for the three fiscal years immediately prior to the current audit period.
2.	Test a sample of transactions for conformance with 45 CFR 75.414(f) (2 CFR section 200.414(f)).
a	Select a sample of claims for reimbursement of indirect costs and verify that the de minimis rate was used consistently, the rate was applied to the appropriate base, and the amounts claimed were the product of applying the rate to a modified total direct costs base.  
b	Verify that the costs included in the base are consistent with the costs that were included in the base year, i.e., verify that current year modified total direct costs do not include costs items that were treated as indirect costs in the base year.  
3.	For a non-Federal entity conducting a single function, which is predominately funded by Federal awards, determine whether use of the de minimis indirect cost rate resulted in the non-Federal entity double-charging or inconsistently charging costs as both direct and indirect.




B. Allowable Costs/Cost Principles

2 CFR PART 200 
[bookmark: _Toc36552995]Cost Principles for States, Local Governments and Indian Tribes
Introduction
45 CFR part 75, subpart E (2 CFR part 200, subpart E), and 45 CFR part 75 Appendices III-VII (2 CFR part 200 Appendices III-VII) establish principles and standards for determining allowable direct and indirect costs for Federal awards.  This section is organized into the following areas of allowable costs:  States and Local Government and Indian Tribe Costs (Direct and Indirect); State/Local Government Central Service Costs; and State Public Assistance Agency Costs.
Cognizant Agency for Indirect Costs 
45 CFR part 75, Appendix V, paragraph F (2 CFR part 200, Appendix V, paragraph F), provides the guidelines to use when determining the Federal agency that will serve as the cognizant agency for indirect costs for States, local governments, and Indian tribes.  References to the “cognizant agency for indirect costs” are not equivalent to the cognizant agency for audit responsibilities, which is defined in 45 CFR 75.2 (2 CFR section 200.18). In addition, the change from the term “cognizant agency” in OMB Circular A-87 to the term “cognizant agency for indirect costs” in 2 CFR part 200 was not intended to change the scope of cognizance for central service or public assistance cist allocation plans. 
For indirect cost rates and departmental indirect cost allocation plans, the cognizant agency is the Federal agency with the largest value of direct Federal awards (excluding pass-through awards) with a governmental unit or component, as appropriate.  In general, unless different arrangements are agreed to by the concerned Federal agencies or described in 2 CFR part 200, Appendix V, paragraph F, the cognizant agency for central service cost allocation plans is the Federal agency with the largest dollar value of total Federal awards (including pass-through awards) with a governmental unit.  
Once designated as the cognizant agency for indirect costs, the Federal agency remains so for a period of 5 years.  In addition, 2 CFR part 200, Appendix V, paragraph F, lists the cognizant agencies for certain specific types of plans and the cognizant agencies for indirect costs for certain types of governmental entities.  For example, HHS is cognizant for all public assistance and State-wide cost allocation plans for all States (including the District of Columbia and Puerto Rico), State and local hospitals, libraries, and health districts and the Department of the Interior (DOI) is cognizant for all Indian tribal governments, territorial governments, and State and local park and recreational districts.  
(Source: 2019 OMB Compliance Supplement 3.2)

B. Allowable Costs/Cost Principles

Audit Objectives/Compliance Requirements and Control Tests Allowable Costs –– Direct and Indirect Costs
The individual State/local government/Indian tribe departments or agencies (also known as “operating agencies”) are responsible for the performance or administration of Federal awards.  In order to receive cost reimbursement under Federal awards, the department or agency usually submits claims asserting that allowable and eligible costs (direct and indirect) have been incurred in accordance with 45 CFR part 75, Subpart E (2 CFR part 200, subpart E).
The indirect cost rate proposal (ICRP) provides the documentation prepared by a State/local government/Indian tribe department or agency to substantiate its request for the establishment of an indirect cost rate.  The indirect costs include (1) costs originating in the department or agency of the governmental unit carrying out Federal awards, and (2) for States and local governments, costs of central governmental services distributed through the State/local government-wide central service CAP that are not otherwise treated as direct costs.  The ICRPs are based on the most current financial data and are used to either establish predetermined, fixed, or provisional indirect cost rates or to finalize provisional rates (for rate definitions refer to 45 CFR part 75, Appendix VII, paragraph B (2 CFR part 200, Appendix VII, paragraph B)).
(Source: 2019 OMB Compliance Supplement 3.2)
See here for the OMB Supplement Audit Objectives and Compliance Requirements
Additional Control Test Objectives for Written Procedures
When documenting and identifying the key control(s) in place to address the compliance requirement, consider if the client has written procedures to document the control process.  
· UG requires written policies for the requirements outlined in 45 CFR 75.302(b)(7), 45 CFR 75.430, 45 CFR 75.431, 45 CFR 75.464(a)(2), and 45 CFR 75.474 (2 CFR 200.302(b)(7), 2 CFR 200.430, 2 CFR 200.431, 2 CFR 200.464(a)(2), and 2 CFR 200.474)
· Document whether the non-Federal entity established written procedures consistent with the following requirements:
· 45 CFR 75.302(b)(7) (2 CFR 200.302(b)(7)) for determining the allowability of costs in accordance with Subpart E-Cost Principles. 
· 45 CFR 75.430 (2 CFR 200.430) for allowability of compensation costs. 
· 45 CFR 75.431 (2 CFR 200.431) for written leave policies. 
· 45 CFR 75.464(a)(2) (2 CFR 200.464(a)(2)) for reimbursement of relocation costs. 
· 45 CFR 75.474 (2 CFR 200.474) for travel reimbursements. 
· It is auditor judgment how to report instances where the entity either lacks having a written policy or their written policy is insufficient to meet the requirements of 45 CFR 75.302(b)(7), 45 CFR 75.430, 45 CFR 75.431, 45 CFR 75.464(a)(2), and 45 CFR 75.474 (2 CFR 200.302(b)(7), 2 CFR 200.430, 2 CFR 200.431, 2 CFR 200.464(a)(2), and 2 CFR 200.474).
· While auditors would normally use a written policy as the basis for the compliance control, there could be other key controls in place to ensure program compliance. 
· The lack of a policy would be noncompliance, which could rise to the level of material noncompliance and even a control deficiency (SD / MW) if there were underlying internal control deficiencies. 
· If there are key controls in place operating effectively, AOS auditors would report the lack of the required UG policy as a management letter citation.  However, in subsequent audits, evaluate if the noncompliance should be elevated if not adopted.  Written policies aid in consistency and adherence to requirements strengthening internal control processes.
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):






Suggested Compliance Audit Procedures – Direct and Indirect Costs
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	Direct Costs 
Test a sample of transactions for conformance with the following criteria contained in 2 CFR part 200, as applicable:
a. If the auditor identifies unallowable direct costs, the auditor should be aware that “directly associated costs” might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would not have been incurred if the other cost had not been incurred.  For example, fringe benefits are “directly associated” with payroll costs.  When an unallowable cost is incurred, directly associated costs are also unallowable.
b. Costs were approved by the Federal awarding agency, if required (see the above table (Selected Items of Cost, Exhibit 1) or 45 CFR 75.407 (2 CFR section 200.407) for selected items of cost that require prior written approval). 
c. Costs did not consist of improper payments, including (1) payments that should not have been made or that were made in incorrect amounts (including overpayments and underpayments) under statutory, contractual, administrative, or other legally applicable requirements; (2) payments that do not account for credit for applicable discounts; (3) duplicate payments; (4) payments that were made to an ineligible party or for an ineligible good or service; and (5) payments for goods or services not received (except for such payments where authorized by law).
d.	Costs were necessary and reasonable for the performance of the Federal award and allocable under the principles of 45 CFR part 75, subpart E (2 CFR part 200, subpart E).
e.	Costs conformed to any limitations or exclusions set forth in 2 CFR part 200, subpart E, or in the Federal award as to types or amount of cost items.
f.	Costs were consistent with policies and procedures that apply uniformly to both federally financed and other activities of the State/local government/Indian tribe department or agency.
g.	Costs were accorded consistent treatment.  Costs were not assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like circumstances was allocated to the Federal award as an indirect cost.
h.	Costs were not included as a cost of any other federally financed program in either the current or a prior period.
i.	Costs were not used to meet the cost-sharing or matching requirements of another Federal program, except where authorized by Federal statute.
j.	Costs were adequately documented.
Indirect Costs
a.	If the State/local department or agency is not required to submit an ICRP and related supporting documentation, the auditor should consider the risk of the reduced level of oversight in designing the nature, timing, and extent of compliance testing.
b.	General Audit Procedures – The following procedures apply to charges to cost pools that are allocated wholly or partially to Federal awards or used in formulating indirect cost rates used for recovering indirect costs under Federal awards.
(1)	Test a sample of transactions for conformance with:
(a)	The criteria contained in the “Basic Considerations” section of 45 CFR 75.402 through 74.411 (2 CFR sections 200.402 through 200.411).
(b)	The principles to establish allowability or unallowability of certain items of cost 45 CFR 75.420 through 75.475 (2 CFR sections 200.420 through 200.475).
Note: While several selected items of cost are included in Exhibit 1, one item to note is Compensation - Personnel Services, (formally referred to as Time and Effort/Semi Annual Certification). See 45 CFR 75.430 (2 CFR 200.430). 
(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.
c.	Special Audit Procedures for State, Local Government, and Indian Tribe ICRPs (see also the AOS discussion on testing the ICRP)
(1)	Verify that the ICRP includes the required documentation in accordance with 45 CFR part 75, Appendix VII, paragraph D (2 CFR part 200, Appendix VII, paragraph D).
(2)	Testing of the ICRP – There may be a timing consideration when the audit is completed before the ICRP is completed.  In this instance, the auditor should consider performing interim testing of the costs charged to the cost pools and the allocation bases (e.g., determine from management the cost pools that management expects to include in the ICRP and test the costs for compliance with 2 CFR part 200).  Should there be audit exceptions, corrective action may be taken earlier to minimize questioned costs.  In the next year’s audit, the auditor should complete testing and verify management’s representations against the completed ICRP.
\The following procedures are some acceptable options the auditor may use to obtain assurance that the costs collected in the cost pools and the allocation methods used are in compliance with 45 CFR part 75, subpart E (2 CFR part 200, subpart E):
(a)	Indirect Cost Pool – Test the indirect cost pool to ascertain if it includes only allowable costs in accordance with 2 CFR part 200.
(i)	Test to ensure that unallowable costs are identified and eliminated from the indirect cost pool (e.g., capital expenditures, general costs of government).
(ii)	Identify significant changes in expense categories between the prior ICRP and the current ICRP.  Test a sample of transactions to verify the allowability of the costs.
(iii)	Trace the central service costs that are included in the indirect cost pool to the approved State/local government or central service CAP or to plans on file when submission is not required.
(b)	Direct Cost Base – Test the methods of allocating the costs to ascertain if they are in accordance with the applicable provisions of 2 CFR part 200 and produce an equitable distribution of costs.
(i)	Determine that the proposed base(s) includes all activities that benefit from the indirect costs being allocated.
(ii)	If the direct cost base is not limited to direct salaries and wages, determine that distorting items are excluded from the base.  Examples of distorting items include capital expenditures, flow-through funds (such as benefit payments), and subaward costs in excess of $25,000 per subaward.
(iii)	Determine the appropriateness of the allocation base (e.g., salaries and wages, modified total direct costs).
(c)	Other Procedures 
(i)	Examine the records for employee compensation to ascertain if they are accurate, and the costs are allowable and properly allocated to the various functional and programmatic activities to which salary and wage costs are charged. (Refer to 45 CFR 75.430 (2 CFR section 200.430) for additional information on support of salaries and wages.)
(ii)	For an ICRP using the multiple allocation base method, test statistical data (e.g., square footage, audit hours, salaries and wages) to ascertain if the proposed allocation or rate bases are reasonable, updated as necessary, and do not contain any material omissions.
(3)	Testing of Charges Based Upon the ICRA – Perform the following procedures to test the application of charges to Federal awards based upon an ICRA:
(a)	Obtain and read the current ICRA and determine the terms in effect.
(b)	Select a sample of claims for reimbursement and verify that the rates used are in accordance with the rate agreement, that rates were applied to the appropriate bases, and that the amounts claimed were the product of applying the rate to the applicable base.  Verify that the costs included in the base(s) are consistent with the costs that were included in the base year (e.g., if the allocation base is total direct costs, verify that current-year direct costs do not include costs items that were treated as indirect costs in the base year).
(4)	Other Procedures – No Negotiated ICRA
(a)	If an indirect cost rate has not been negotiated by a cognizant agency for indirect costs, the auditor should determine whether documentation exists to support the costs.  Where the auditee has documentation, the suggested general audit procedures under paragraph 3.b above should be performed to determine the appropriateness of the indirect cost charges to awards.
(b)	If an indirect cost rate has not been negotiated by a cognizant agency for indirect costs, and documentation to support the indirect costs does not exist, the auditor should question the costs based on a lack of supporting documentation.




[bookmark: _Toc36552996]Allowable Costs – State/Local Government-wide Central Service Costs 
Most governmental entities provide services, such as accounting, purchasing, computer services, and fringe benefits, to operating agencies on a centralized basis.  Since the Federal awards are performed within the individual operating agencies, there must be a process whereby these central service costs are identified and assigned to benefiting operating agency activities on a reasonable and consistent basis.  The State/local government-wide central service cost allocation plan (CAP) provides that process.  (Refer to 45 CFR part 75, Appendix V (2 CFR part 200, Appendix V), for additional information and specific requirements.) 
The allowable costs of central services that a governmental unit provides to its agencies may be allocated or billed to the user agencies.  The State/local government-wide central service CAP is the required documentation of the methods used by the governmental unit to identify and accumulate these costs, and to allocate them or develop billing rates based on them.
Allocated central service costs (referred to as Section I costs) are allocated to benefiting operating agencies on some reasonable basis.  These costs are usually negotiated and approved for a future year on a “fixed-with-carry-forward” basis.  Examples of such services might include general accounting, personnel administration, and purchasing.  Section I costs assigned to an operating agency through the State/local government-wide central service CAP are typically included in the agency’s indirect cost pool.
Billed central service costs (referred to as Section II costs) are billed to benefiting agencies and/or programs on an individual fee-for-service or similar basis.  The billed rates are usually based on the estimated costs for providing the services.  An adjustment will be made at least annually for the difference between the revenue generated by each billed service and the actual allowable costs.  Examples of such billed services include computer services, transportation services, self- insurance, and fringe benefits.  Section II costs billed to an operating agency may be charged as direct costs to the agency’s Federal awards or included in its indirect cost pool.
(Source: 2019 OMB Compliance Supplement 3.2)


Audit Objectives/Compliance Requirements and Control Tests Allowable Costs - State/Local Government-wide Central Service Costs
See here for the OMB Compliance Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):





B. Allowable Costs/Cost Principles

Suggested Compliance Audit Procedures – State/Local Government-Wide Central Service Costs
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	a.	For local governments that are not required to submit the central service CAP and related supporting documentation, the auditor should consider the risk of the reduced level of oversight in designing the nature, timing and extent of compliance testing.
b.	General Audit Procedures for State/Local Government-Wide Central Service CAPs – The following procedures apply to charges to cost pools that are allocated wholly or partially to Federal awards or used in formulating indirect cost rates used for recovering indirect costs under Federal awards.
(1) 	Test a sample of transactions for conformance with:
(a) 	The criteria contained in the “Basic Considerations” section of 45 CFR 75 part 200, subpart E (2 CFR part 200, subpart E) (sections 45 CFR 75.402 through 75.411 (2 CFR 200.402 through 200.411)).
(b) 	The principles to establish allowability or unallowability of certain items of cost (45 CFR 75.420 through 75.475 (2 CFR sections 200.420 through 475)).
(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.
c.	Special Audit Procedures for State/Local Government-Wide Central Service CAPs
(1)	Verify that the central service CAP includes the required documentation in accordance with 45 CFR part 75, Appendix V, paragraph E (2 CFR part 200 Appendix V, paragraph E).
(2)	Testing of the State/Local Government-Wide Central Service CAPs – Allocated Section I Costs
(a) 	If new allocated central service costs were added, review the justification for including the item as Section I costs to ascertain if the costs are allowable (e.g., if costs benefit Federal awards).
(b) 	Identify the central service costs that incurred a significant increase in actual costs from the prior year’s costs.  Test a sample of transactions to verify the allowability of the costs.
(c)	Ascertain if the bases used to allocate costs are appropriate, i.e., costs are allocated in accordance with relative benefits received.
(d) 	Ascertain if the proposed bases include all activities that benefit from the central service costs being allocated, including all users that receive the services.  For example, the State-wide central service CAP should allocate costs to all benefiting State departments and agencies, and, where appropriate, non-State organizations, such as local government agencies.
(e)	Perform an analysis of the allocation bases by selecting agencies with significant Federal awards to determine if the percentage of costs allocated to these agencies has increased from the prior year.  For those selected agencies with significant allocation percentage increases, ascertain if the data included in the bases are current and accurate. 
(f)	Verify that carry-forward adjustments are properly computed in accordance with 45 CFR part 75, Appendix V, paragraph G.3 (2 CFR part 200, Appendix V, paragraph G.3).  
(3)	Testing of the State/Local Government-Wide Central Service CAPs – Billed Section II Costs
(a) 	For billed central service activities accounted for in separate funds (e.g., internal service funds), ascertain if: 
(i)	Retained earnings/fund balances (including reserves) are computed in accordance with the cost principles;
(ii)	Working capital reserves are not excessive in amount (generally not greater than 60 calendar days for cash expenses for normal operations incurred for the period exclusive of depreciation, capital costs, and debt principal costs); and
(iii)	Adjustments were made when there is a difference between the revenue generated by each billed service and the actual allowable costs.
(b)	Test to ensure that all users of services are billed in a consistent manner. For example, examine selected billings to determine if all users (including users outside the governmental unit) are charged the same rate for the same service.
(c)	Test that billing rates exclude unallowable costs, in accordance with the cost principles and Federal statutes.
(d) 	Test, where billed central service activities are funded through general revenue appropriations, that the billing rates (or charges) were developed based on actual costs and were adjusted to eliminate profits.
(e) 	For self-insurance and pension funds, ascertain if the fund contributions are appropriate for such activities as indicated in the current actuarial report.
(f) 	Determine if refunds were made to the Federal Government for its share of funds transferred from the self-insurance reserve to other accounts, including imputed or earned interest from the date of the transfer.




[bookmark: _Toc36552997]Allowable Costs – State Public Assistance Agency Costs 
State public assistance agency costs are (1) defined as all costs allocated or incurred by the State agency except expenditures for financial assistance, medical vendor payments, and payments for services and goods provided directly to program recipients (e.g., day care services); and (2) normally charged to Federal awards by implementing the public assistance cost allocation plan (CAP).  The public assistance CAP provides a narrative description of the procedures that are used in identifying, measuring, and allocating all costs (direct and indirect) to each of the programs administered or supervised by State public assistance agencies.  
45 CFR part 75, Appendix VI, paragraph A (2 CFR part 200, Appendix VI, paragraph A), states that, since the federally financed programs administered by State public assistance agencies are funded predominantly by HHS, HHS is responsible for the requirements for the development, documentation, submission, negotiation, and approval of public assistance CAPs.  These requirements are specified in 45 CFR part 95, subpart E.
Major Federal programs typically administered by State public assistance agencies include:  Temporary Assistance for Needy Families (CFDA 93.558), Medicaid (CFDA 93.778), Supplemental Nutrition Assistance Program (CFDA 10.561), Child Support Enforcement (CFDA 93.563), Foster Care (CFDA 93.658), Adoption Assistance (CFDA 93.659), and Social Services Block Grant (CFDA 93.667). 
(Source: 2019 OMB Compliance Supplement 3.2)
Audit Objectives/Compliance Requirements and Control Tests Allowable Costs - State Public Assistance Agency Costs
See here for the OMB Compliance Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):




B. Allowable Costs/Cost Principles

Suggested Compliance Audit Procedures – State Public Assistance Agency Costs 
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	This may be applicable to public assistance programs at the local level

a.	Since a significant amount of the costs in the public assistance CAP are allocated based on employee compensation reporting systems, it is suggested that the auditor consider the risk when designing the nature, timing, and extent of compliance testing.
b.	General Audit Procedures – The following procedures apply to direct charges to Federal awards as well as charges to cost pools that are allocated wholly or partially to Federal awards.
(1)	Test a sample of transactions for conformance with:
(a)	The criteria contained in the “Basic Considerations” section of 45 CFR 75.402 through 75.411 (2 CFR part 200 sections 200.402 through 200.411). 
(b)	The principles to establish allowability or unallowability of certain items of cost at 45 CFR 75.420 through 75.475 (2 CFR sections 200.420 through 200.475).
(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.
c.	Special Audit Procedures for Public Assistance CAPs
(1)	Verify that the State public assistance agency is complying with the submission requirements, i.e., an amendment is promptly submitted when any of the events identified in 45 CFR section 95.509 occur.
(2)	Verify that public assistance CAP includes the required documentation in accordance with 45 CFR section 95.507.
(3)	Testing of the Public Assistance CAP – Test the methods of allocating the costs to ascertain if they are in accordance with the applicable provisions of the cost principles and produce an equitable distribution of costs.  Appropriate detailed tests may include:
(a)	Examining the results of the employee compensation system or in addition the records for employee compensation to ascertain if they are accurate, allowable, and properly allocated to the various functional and programmatic activities to which salary and wage costs are charged.
(b)	Since the most significant cost pools in terms of dollars are usually allocated based upon the distribution of income maintenance and social services workers’ efforts identified through random moment time studies, determining whether the time studies are implemented and operated in accordance with the methodologies described in the approved  public assistance CAP.  For example, verifying the adequacy of the controls governing the conduct and evaluation of the study, and determining that the sampled observations were properly selected and performed, the documentation of the observations was properly completed, and the results of the study were correctly accumulated and applied.  Testing may include observing or interviewing staff who participate in the time studies to determine if they are correctly recording their activities.
(c)	Testing statistical data (e.g., square footage, case counts, salaries and wages) to ascertain if the proposed allocation bases are reasonable, updated as necessary, and do not contain any material omissions.
(4)	Testing of Charges Based Upon the Public Assistance CAP – If the approved public assistance CAP is determined to be in compliance with the cost principles and produces an equitable distribution of costs, verify that the methods of charging costs to Federal awards are in accordance with the approved CAP and the provisions of the approval documents issued by HHS.  Detailed compliance tests may include:
(a)	Verifying that the cost allocation schedules, supporting documentation and allocation data are accurate and that the costs are allocated in compliance with the approved CAP.
(b)	Reconciling the allocation statistics of labor costs to employee compensation records (e.g., random moment sampling observation forms).
(c)	Reconciling the allocation statistics of non-labor costs to allocation data, (e.g., square footage or case counts).
(d)	Verifying direct charges to supporting documents (e.g., purchase orders).
(e)	Reconciling the costs to the Federal claims.




B. Allowable Costs/Cost Principles

[bookmark: _Toc36552998]Cost Principles for Nonprofit Organizations
If the federal program is an NPO, pull up the 2019 OMB compliance supplement Allowable Costs/Cost Principles section.  This section can be completed as an addendum to the FACCR, saved within in your working papers and can the cross referenced section can also be added on this page.
Cross Reference to the NPO Allowable cost principles testing: _____________
(Source: 2019 OMB Compliance Supplement 3.2)

B. Allowable Costs/Cost Principles

[bookmark: _Toc36552999]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



B. Allowable Costs/Cost Principles

[bookmark: B__LIST_OF_SELECTED_ITEMS][bookmark: C___CASH_MANAGEMENT][bookmark: _Toc442267698][bookmark: _Toc36553000]H.  PERIOD OF PERFORMANCE
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.
[bookmark: _Toc36553001]OMB Compliance Requirements
A non-Federal entity may charge to the Federal award only allowable costs incurred during the period of performance and any costs incurred before the Federal awarding agency or pass-through entity made the Federal award that were authorized by the Federal awarding agency or pass-through entity (45 CFR 75.309 and 2 CFR section 200.309).
Unless the Federal awarding agency or pass-through entity authorizes an extension, a non-Federal entity must liquidate all obligations incurred under the Federal award not later than 90 calendar days after the end date of the period of performance as specified in the terms and conditions of the Federal award (45 CFR 75.381(b) and 2 CFR section 200.343(b)).  When used in connection with a non-Federal entity’s utilization of funds under a Federal award, “obligations” means orders placed for property and services, contracts and subawards made, and similar transactions during a given period that require payment by the non-Federal entity during the same or a future period (45 CFR 75.2 and 2 CFR section 200.71).
Source of Governing Requirements
The requirements for the period of performance are contained in 45 CFR 75.2 (2 CFR section 200.71) (definition of “obligations”), 45 CFR 75.2 (2 CFR section 200.77) (definition of “period of performance”), 45 CFR 75.309 (2 CFR section 200.309) (period of performance), 45 CFR 75.381 (2 CFR section 200.343) (closeout), program legislation, Federal awarding agency regulations; and the terms and conditions of the award.
(Source: 2019 OMB Compliance Supplement 3.2)
Agency Codification Adjustments/Exceptions:
HHS has made additions and edits to parts 71, 77, 309 and 343.  DOL has made additions and edits to part 343.  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.  However, this list is only updated through 12/2014.  
Part 4 OMB Program Specific Requirements
1. Discretionary Funds (CFDA 93.575) must be obligated by the end of the succeeding fiscal year after award and expended by the end of the third fiscal year after award (42 USC 9858h(c); 45 CFR section 98.60).
2. Mandatory Funds (CFDA 93.596) for States must be obligated by the end of the fiscal year in which they are awarded if the State also requests Matching Funds (CFDA 93.596). If no Matching Funds are requested for the fiscal year, then the Mandatory Funds (CFDA 93.596) are available until liquidated (45 CFR section 98.60(d)).
3. Matching Funds (CFDA 93.596) must be obligated by the end of the fiscal year in which they are awarded and liquidated by the end of the succeeding fiscal year after award (45 CFR section 98.60(d)).
For example, availability periods for FY 2017 funds awarded on any date in FY 2017 (October 1, 2016 through September 30, 2017):
	If Source of Obligation Is –
	Obligation must Be Made by End of –
	Obligation must Be Liquidated by End of –

	FY 2017 Discretionary
(CFDA 93.575)
	FY 2018 (i.e., by 9/30/18)
	FY 2019 (i.e., by 9/30/19)

	FY 2017 Mandatory (State) (CFDA 93.596)
	FY 2017 (i.e., by 9/30/17 but ONLY if Matching Funds are used)
	No requirement for liquidation by a specific date

	FY 2017 Mandatory (Tribes) (CFDA 93.596)
	FY 2018 (i.e., by 9/30/18)
	FY 2019 (i.e., by 9/30/19)

	FY 2017 Matching
(CFDA 93.596)
	FY 2017 (i.e., by 9/30/17)
	FY 2018 (i.e., by 9/30/18)



TANF funds (CFDA 93.558) transferred to the CCDF during a fiscal year are treated as Discretionary Funds of the year they are transferred for purposes of the period of availability (45 CFR section 98.54(a)(1)).
In lieu of the obligation and liquidation requirements cited above, tribes are required to liquidate CCDF funds used for construction or major renovation by the end of the second fiscal year following the fiscal year for which the grant is awarded (45 CFR section 98.84(e)).
(Source: 2019 OMB Compliance Supplement, Part 4, Department of Health and Human Services CFDA 93.575 and 93.596 Child Care and Development Block Grant)
[bookmark: _Toc36553002]Additional Program Specific Information
ODJFS Compliance Requirements
Period of Performance and Liquidation
Agencies may occasionally have 2 grants open at the same time. (Example: Both TANF FFY 19 and TANF FFY 20 will be available during the Oct 2019 – Dec 2019 quarter.) It is important for agencies to consider the period of performance and the liquidation period of those grants, as entered into CFIS, in order to make the appropriate grant choice during this time.
Other than claims for Title XX funding, DHHS allows a State to file a claim for FFP within 2 years after the calendar quarter in which the expenditure was made (45 CFR 95.7). See OMB Specific Information on previous page.  County agencies must report those expenditures to ODJFS within 7 calendar quarters after the expenditure was made to ensure the State reports the expenditure within the time frames. (Please refer to 45 CFR 95.13 regarding how to determine when an expenditure was made.)
Per ODJFS, Federal regulations in 45 CFR 95.13 define incurred as the quarter in which a payment was made even if the payment was for a month in a previous quarter. And for depreciation – the quarter the expenditure was recorded in the accounting records.
Because of the two-year time limit, agencies have the option of posting expenditures incurred prior to 9/30/19 (and after 10/1/18) to either the FFY 19 grants or FFY 20 grants. Expenditures may be charged to a future grant (within 2 years) but cannot be charged to a grant that is past its period of performance.
· Agencies are encouraged to utilize FFY 19 allocation balances by completing a Post Allocated Adjustment (PAA) for expenditures that occurred for services as of 9/30/2019.
· Agencies may not, under any circumstances, post expenditures incurred after 9/30/19 to a FFY 19 grant. FFY 19 grants must be used for expenditures incurred on or after the beginning of the new FFY (10/1/19.)
Grant Funding Period and Liquidation
ODJFS communicates the funding period and liquidation period through the county finance information system (CFIS). The CDJFS can incur services through the funding period and disburse and report expenditures no later than the end of the liquidation period.

H. Period of Performance of Federal Funds

[bookmark: _Toc36553003]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):


Here are some questions that can help in documenting the above control requirements
What procedures does the County/district JFS have in place to report expenditures within two years after the expense incurred?
What procedures does the County/district JFS have in place for coding adjustments submitted to ODJFS one quarter prior to the end of the two-year period?


H. Period of Performance of Federal Funds

[bookmark: _Toc36553004]Suggested Audit Procedures – Compliance
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	1.	Review the award documents and regulations pertaining to the program and determine any award-specific requirements related to the period of performance.
2.	For Federal awards with performance period beginning dates during the audit period, test transactions for costs recorded during the beginning of the period of performance and verify that the costs were not incurred prior to the start of the period of performance unless authorized by the Federal awarding agency or the pass-through entity.
3.	For Federal awards with performance period ending dates during the audit period, test transactions for costs recorded during the latter part and after the period of performance and verify that the costs had been incurred within the period of performance.  
4.	For Federal awards with performance period ending dates during the audit period, test transactions for Federal award costs for which the obligation had not been liquidated (payment made) as of the end of the period of performance and verify that the liquidation occurred within the allowed time period.
5.	Test adjustments (e.g., manual journal entries) for Federal award costs and verify that these adjustments were for transactions that occurred during the period of performance.





[bookmark: _Toc36553005]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



H. Period of Performance of Federal Funds

[bookmark: J___PROGRAM_INCOME][bookmark: L___REPORTING][bookmark: M___SUBRECIPIENT_MONITORING__][bookmark: _Toc442267702][bookmark: _Toc36553006]M.  SUBRECIPIENT MONITORING
Federal awarding agencies adopted/implemented the Uniform Guidance in 2 CFR part 200.  The OMB guidance is directed to Federal agencies and, by itself, does not establish regulatory requirements binding on non-federal entities.  Throughout the FACCR 2 CFR part 200 has been referenced, however in determining compliance auditors need to refer the applicable agency codification of 2 CFR Part 200.  Auditors should review this link for a full discussion of agency adoption of the UG and how to cite non-compliance exceptions.  Auditors will need to start with the agency codification of the UG when citing exceptions.
Note:  Transfers of Federal awards to another component of the same auditee under 45 CFR part 75 subpart F (2 CFR part 200, subpart F), do not constitute a subrecipient or contractor relationship.
[bookmark: _Toc36553007]OMB Compliance Requirements
A pass-through entity (PTE) must (see here for 45 CFR 75.352 and 2 CFR 200.331(a)):	 
-	Identify the Award and Applicable Requirements – Clearly identify to the subrecipient:  (1) the award as a subaward at the time of subaward (or subsequent subaward modification) by providing the information described in 2 CFR section 200.331(a)(1); (2) all requirements imposed by the PTE on the subrecipient so that the Federal award is used in accordance with Federal statutes, regulations, and the terms and conditions of the award (2 CFR section 200.331(a)(2)); and (3) any additional- requirements that the PTE imposes on the subrecipient in order for the PTE to meet its own responsibility for the Federal award (e.g., financial, performance, and special reports) (2 CFR section 200.331(a)(3)).
-	Evaluate Risk – Evaluate each subrecipient’s risk of noncompliance for purposes of determining the appropriate subrecipient monitoring related to the subaward (2 CFR section 200.331(b)).  This evaluation of risk may include consideration of such factors as the following (see here for 45 CFR 75.352 and 2 CFR 200.331(b)-(f)):
1. The subrecipient’s prior experience with the same or similar subawards;
2. The results of previous audits including whether or not the subrecipient receives single audit in accordance with 2 CFR part 200, subpart F, and the extent to which the same or similar subaward has been audited as a major program;
3. Whether the subrecipient has new personnel or new or substantially changed systems; and
4. The extent and results of Federal awarding agency monitoring (e.g., if the subrecipient also receives Federal awards directly from a Federal awarding agency).
-	Monitor – Monitor the activities of the subrecipient as necessary to ensure that the subaward is used for authorized purposes, complies with the terms and conditions of the subaward, and achieves performance goals (45 CFR 75.352 and 2 CFR sections 200.331(d) through (f)).  In addition to procedures identified as necessary based upon the evaluation of subrecipient risk or specifically required by the terms and conditions of the award, subaward monitoring must include the following:
1. Reviewing financial and programmatic (performance and special reports) required by the PTE.
2. Following-up and ensuring that the subrecipient takes timely and appropriate action on all deficiencies pertaining to the Federal award provided to the subrecipient from the PTE detected through audits, on-site reviews, and other means.
3. Issuing a management decision for audit findings pertaining to the Federal award provided to the subrecipient from the PTE as required by 45 CFR 75.521 (2 CFR section 200.521).
· Ensure Accountability of For-Profit Subrecipients – Some Federal awards may be passed through to for-profit entities.  For-profit subrecipients are accountable to the PTE for the use of the Federal funds provided.  Because 2 CFR part 200 does not make subpart F applicable to for-profit subrecipients, the PTE is responsible for establishing requirements, as necessary, to ensure compliance by for-profit subrecipients for the subaward.  The agreement with the for-profit subrecipient must describe applicable compliance requirements and the for-profit subrecipient's compliance responsibility.  Methods to ensure compliance for Federal awards made to for-profit subrecipients may include pre-award audits, monitoring during the agreement, and post-award audits (45 CFR 75.501 and 2 CFR section 200.501(h)).  
Source of Governing Requirements
The requirements for subrecipient monitoring for the subaward are contained in 31 USC 7502(f)(2) (Single Audit Act Amendments of 1996 (Pub. L. No. 104-156)), 45 CFR 75.351, 75.352, and 75.501 (2 CFR sections 200.330, .331, and .501(h)); Federal awarding agency regulations; and the terms and conditions of the award. 
(Source: 2019 OMB Compliance Supplement 3.2)
Agency Codification Adjustments/Exceptions:
HHS made additions and edits to part 501 (subpart F).  The most recent compilation of agency additions and exceptions is provided on the COFAR website here https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf.  However, this list is only updated through 12/2014.  
Part 4 OMB Program Specific Requirements
Lead Agencies that use other governmental or non-governmental subrecipients to administer the program must have written agreements in place outlining roles and responsibilities for meeting CCDF requirements. Lead Agencies shall oversee the expenditure of funds by sub-grantees, monitor programs and services, and ensure that sub-grantees that determine individual eligibility operate according to rules established by the program (45 CFR section 98.11).
(Source: 2019 OMB Compliance Supplement, Part 4, Department of Health and Human Services CFDA 93.575 and 93.596 Child Care and Development Block Grant)
[bookmark: _Toc36553008]Additional Program Specific Information
ODJFS Compliance Requirements
Some counties have elected to contract with outside parties to provide services for Child Care recipients, including eligibility for subsidized childcare and licensing of Type A and Type B family child care providers and certification of In-Home Aides. Each county audit team must inquire with county management to determine if disbursements were made to subrecipients during the audit period. In some cases, the County JFS has allowed the subrecipients to determine eligibility for services. As such, the County JFS should stipulate within each contract the eligibility criteria. Furthermore, the County JFS should monitor the subrecipients to ensure eligibility is properly determined and services are provided only to eligible recipients.
Per ODJFS, Ohio Revised Code Section 5104.34 (A) (1) allows counties to contract out eligibility determination services.  If such contracts are found during testing auditors should evaluate the contract to determine if a subrecipient relationship exists.
See OAC 5101:9-1-88 Subrecipient annual risk assessment review and subrecipient monitoring process.  

M. Subrecipient Monitoring

[bookmark: _Toc36553009]Audit Objectives and Control Testing
See here for the OMB Supplement Audit Objectives and Compliance Requirements
	What Control Procedures Address the Compliance Requirement (reference/link to documentation or where the testing was performed):

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):


Here are some questions that can help in documenting the above control requirements
Does the County have procedures in place to perform an annual risk assessment review, considering the following:
· Extent and frequency of the review;
· Type of subrecipient organization;
· Subrecipient’s prior experience;
· Subrecipient’s prior monitoring results;
· Complexity of the program requirements;
· Subrecipient’s organizational stability; and
· Subrecipient’s reporting history
Are there risk assessment review mechanisms to identify the following:
· When unallowable activities or costs could be charged to a federal program and be undetected or misappropriated, or improper disposition of property acquired with federal funds;
· Changes to eligibility determination systems;
· Accuracy of underlying report source data and the validity of the reports;
· Level of management commitment and understanding of federal requirements and regulatory changes;
· Various internal changes that may affect performance such as financial problems, loss of personnel and rapid growth; and
· If required to be audited as required by 45 CFR part 75, subpart F, that they met that requirement.
The County/District JFS policies should document controls for meeting compliance requirements.  Auditors should review the information provided by the County/District JFS to gain an understanding of the procedures in place.


M. Subrecipient Monitoring

[bookmark: _Toc36553010]Suggested Audit Procedures – Compliance
	Suggested Audit Procedures – Compliance (Substantive Tests)
(Reference / link to documentation where testing was performed testing):

	Note:  The auditor may consider coordinating the tests related to subrecipients performed as part of C., “Cash Management” (tests of cash reporting submitted by subrecipients); E., “Eligibility” (tests that subawards were made only to eligible subrecipients); and I., “Procurement and Suspension and Debarment” (tests of ensuring that a subrecipient is not suspended or debarred) with the testing of “Subrecipient Monitoring.”
Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

	1. Review the PTE’s subrecipient monitoring policies and procedures to gain an understanding of the PTE’s process to identify subawards, evaluate risk of noncompliance, and perform monitoring procedures based upon identified risks.
2.	Review subaward documents including the terms and conditions of the subaward to ascertain if, at the time of subaward (or subsequent subaward modification), the PTE made the subrecipient aware of the award information required by 45 CFR 75.352 (2 CFR section 200.331(a)) sufficient for the PTE to comply with Federal statutes, regulations, and the terms and conditions of the award.
3.	Review the PTE’s documentation of monitoring the subaward and consider if the PTE’s monitoring provided reasonable assurance that the subrecipient used the subaward for authorized purposes in compliance with Federal statutes, regulations, and the terms and conditions of the subaward.  
4.	Ascertain if the PTE verified that subrecipients expected to be audited as required by 45 CFR 75 subpart F (2 CFR part 200, subpart F), met this requirement (45 CFR 75.352 and 2 CFR section 200.331(f)).  This verification may be performed as part of the required monitoring under 45 CFR 75.352 (2 CFR section 200.331(d)(2)) to ensure that the subrecipient takes timely and appropriate action on deficiencies detected though audits.





[bookmark: _Toc36553011]Audit Implications Summary
	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, material non-compliance and management letter comments)

	A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



M. Subrecipient Monitoring

[bookmark: _Toc442267704][bookmark: _Toc36553012]Program Testing Conclusion
We have performed procedures sufficient to provide reasonable assurance for federal award program compliance requirements (to support our opinions). The procedures performed, relevant evidence obtained, and our conclusions are adequately documented. (If you are unable to conclude, prepare a memo documenting your reason and the implications for the engagement, including the audit reports.)	
	Conclusion

	The opinion on this major program should be:
	

	Unmodified:
	

	Qualified (describe):
	

	Adverse (describe):
	

	Disclaimer (describe):
	



Per paragraph 13.39 of the 2019 AICPA Audit Guide, Government Auditing Standards and Single Audits, [image: Permalink to here], the following are required to be reported as audit findings in the federal awards section of the schedule of findings and questioned costs (see 45 CFR 75.352 and 2 CFR 200.516):
· Significant deficiencies and material weaknesses in internal control over major programs
· Material noncompliance with the federal statues, regulations, or the terms and conditions of federal awards related to major programs
· Known questioned costs that are greater than $25,000 for a type of compliance requirement for a major program.  The auditor also must  report (in the schedule of findings and questioned costs)  known questioned costs when likely questioned costs are greater than $25,000 for a type of compliance requirement for a major program. 
· Known questioned costs that are greater than $25,000 for programs that are not audited as major.
· The circumstances concerning why the opinion in the auditor's report on compliance for major programs is other than an unmodified opinion, unless such circumstances are otherwise reported as audit findings in the schedule of findings and questioned costs for federal awards (for example, a scope limitation that is not otherwise reported as a finding). 
· Known or likely fraud affecting a federal award, unless such fraud is otherwise reported as an audit finding in the schedule of findings and questioned costs for federal awards.
· Significant instances of abuse relating to major programs
· Instances in which the results of audit follow-up procedures disclosed that the summary schedule* of prior audit findings prepared by the auditee in accordance with 45 CFR 75.511 (2 CFR 200.511(b) of the Uniform Guidance, materially misrepresents the status of any prior audit finding.
45 CFR Appendix I (2 CFR Appendix I) lists block grants and other programs excluded from the requirements of specified portions of 2 CFR part 200.
45 CFR Appendix I (2 CFR Appendix II) provides regulatory citations for Federal agencies’ codification of the OMB guidance on “Uniform Administrative Requirements, Cost Principles, and Audit Requirements” (in 2 CFR part 200). 
All departments and agencies other than the following have OMB-approved exceptions as part of their adoption/implementation: Departments of Commerce, Homeland Security, Housing and Urban Development, and Veterans Affairs; Gulf Coast Restoration Council; Institute of Museum and Library Services; National Endowments for the Arts and Humanities; Office of National Drug Control Policy; and Social Security Administration. The complete list of exceptions is available at https://cfo.gov/wp-content/uploads/2014/12/Agency-Exceptions.pdf and Appendix II of the OMB Compliance Supplement. 


	Cross-reference to internal control matters (significant deficiencies or material weaknesses), if any, documented in the FACCR:

	




	Cross-reference to questioned costs and matter of noncompliance, if any, documented in this FACCR:

	




[bookmark: AICPAIGS:767.2670-1]Per paragraph 13.49 of the 2019 AICPA Audit Guide, Government Auditing Standards and Single Audits, the schedule of findings and questioned costs should include all audit findings required to be reported under the Uniform Guidance.   A separate written communication (such as a communication sometimes referred to as a management letter) may not be used to communicate such matters to the auditee in lieu of reporting them as audit findings in accordance with the Uniform Guidance.   See the discussion beginning at paragraph 13.33 for information on Uniform Guidance requirements for the schedule of findings and questioned costs. If there are other matters that do not meet the Uniform Guidance requirements for reporting but, in the auditor's judgment, warrant the attention those charged with governance, they should be communicated in writing or orally.  If such a communication is provided in writing to the auditee, there is no requirement for that communication to be referenced in the Uniform Guidance compliance report. Per table 13-2 a matter must meet the following in order to be communicated in the management letter: 
1. Other deficiencies in internal control over compliance that are not significant deficiencies or material weaknesses required to be reported but, in the auditor's judgment, are of sufficient importance to be communicated to management.
1. Noncompliance with federal statutes, regulations or terms and conditions of federal awards related to a major program that does not meet the criteria for reporting under the Uniform Guidance but, in the auditor's judgment, is of sufficient importance to communicate to management or those charged with governance.
1. Abuse that is less than material to a major program and not otherwise required to be reported but that, in the auditor's judgment, is of sufficient importance to communicate to management and those charged with governance. 
1. Other findings or issues arising from the compliance audit that are not otherwise required to be reported but are, in the auditor's professional judgment, significant and relevant to those charged with governance.
	Cross-reference to any Management Letter items and explain why not included in the Single Audit Compliance Report:
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