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Welcome back to Ethica Extra! 

This newsletter continues from May 22, focusing on a single topic: Title I Schoolwide Programs. It is the second in a series on new guidance, accounting rules, and other changes in this key area.

If you missed Part 1, or can't find it in your email, it's online at www.ethicallc.com/newsletter.

Cheryl



	Schoolwide Programs - The Link Between Funds and Flexibility
(Part 2)
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

[image: image1.jpg]


In 2008, the vast majority of all schools that receive Title I funds operate as schoolwide programs. There are still a few circumstances under which schools operate as targeted assistance programs, such as new schools transitioning from targeted assistance models to schoolwide, or the few states that do not allow schoolwide programs. However, schoolwide programs now are almost interchangeable with Title I itself. This fact means that any new guidance on schoolwide programs affects a huge number of schools. The fact that the new schoolwide program guidance is accompanied by an updated OMB Compliance Supplement (A-133) and a path-breaking audit should signal districts that the US Department of Education is trying to make a major change in how Title I schools operate.

Recall that as Congress lowered the barriers to participating in schoolwide programs, it left in place those three fiscal tests - comparability, maintenance of effort, and supplement not supplant. These three tests are the "check" on schoolwide flexibility. They are the only way that the federal government has to judge whether or not federal funds are, in fact, replacing state or local funds in high-poverty schools.

This argument makes sense for comparability and maintenance of effort, which measure overall funding, school to school and at the district level, respectively. But if funds within a schoolwide program lose their identity as state, local, or federal - why leave the supplement, not supplant requirement -an item by item measure- in place? 

The answer is: they didn't. Supplement, not supplant, does not apply - but only if a school is operating a true schoolwide program. Now we're getting to the current guidance.

Defining Schoolwide Programs
What does it mean to operate a true schoolwide program? Most districts understand that schoolwide programs must serve all students within the school based on a required, 10-point plan, spend time developing that plan, and evaluate the plan's success each year, updating the plan accordingly. However, there also is a key prerequisite before a district qualifies to operate a schoolwide program: it must consolidate funds.

In fact, in the law, the definition of schoolwide programs starts with the use of funds: 
 "A local educational agency may consolidate and use funds under this part, together with other Federal, State, and local funds, in order to upgrade the entire educational program of a school." (PL 107-110, Sec. 1114 (a))5), emphasis added.

In March 2006, the US Department of Education issued schoolwide guidance with the following definition: "In general, schoolwide programs--

·    Plan for comprehensive, long-term improvement;
·    Serve all students with highly qualified teachers and paraprofessionals;
·    Provide continuous learning for staff, parents, and the community;
·    Use research-based practices to develop and implement enriched instruction for all students;
·    Use inclusive approaches to strengthen the school's organizational structure;
·    Consolidate resources to achieve program goals; and
·    Engage in continuous self-assessment and improvement. (emphasis added) (Read the full guidance here.)

Columbus' Audit
The Columbus City School District (CCSD) learned about the importance of consolidating funds firsthand: they were the subject of a federal audit by the Inspector General (read the audit here). That audit found that: "CCSD did not always (1) comply with federal requirements for employee timekeeping and (2) record capital assets in the equipment inventory system.  The estimated total amount of questioned costs is $210,000, and the estimated total amount of unsupported costs is 
$2,360,000." It wasn't a typical audit, either - it was conducted not by a local firm as an annual single audit; instead, it was conducted by the US Department of Education's Office of the Inspector General (OIG). OIG audits shape the entire audit process, because the OIG is basically the bottom line - it is the auditor of auditors.

Basically, what happened is this. The auditors examined whether each employee funded by Title I was actually providing Title I services. In order to examine this, they looked for time and effort forms. Some Title I employees had not filled out required time and effort forms to certify that they were working on Title I objectives (the auditors also found that not all forms were correct, had the right signatures, were completed on time, etc.). The total money used to pay these employees was $210,000, and the auditors asked the district to return those funds.

The district, and the state of Ohio, objected to the finding on the basis that, since these employees worked within Title I schoolwide programs, it didn't matter how they were funded (state, local, Title I, or other federal funds), because funds lose their identity within a schoolwide program.

Here's the kicker. The audit found that, because the district's accounting system did not make any distinction between Title I schoolwide programs and anything else, it could not use schoolwide authority to exempt employees from filling out time and effort forms. The audit then "questions" (asks for the return of) the full $2,360,000 that CCSD spent on everything in its Title I schoolwide programs.

"[O]ur testing of personnel certifications showed that funds were accounted for in the same way whether or not the individual was employed by a schoolwide or non-schoolwide school. [The Ohio Department of Education] did not provide any evidence to show that during the period we reviewed. CCSD used an accounting method to consolidate schoolwide program funds at its schoolwide schools.  CCSD's accounting records provided no indication that any of its schoolwide schools chose to consolidate funds."

The audit draws a line between coordination of services - the operating definition of most schoolwide programs - and a consolidated accounting system.

To recap: auditors say that certain Title I employees couldn't prove they worked on Title I activities. The district replies that they didn't need to prove this due to schoolwide flexibility. The auditors respond that the district can't invoke schoolwide flexibility because they are not consolidating funds. Coordinating services is not enough; the district must consolidate funds.

If we flip that argument over, it seems that if a district consolidates funds, and those funds are treated differently within its accounting, then (and only then) can it operate schoolwide programs.

Consolidating funds is a prerequisite to using the fiscal flexibility associated with a Title I schoolwide program.

Therefore, if - and only if - a district consolidates funds, can it exempt itself from "accounting for funds from each specific program separately, because a schoolwide school is not required to distinguish among funds received from different sources when accounting for their use.  Therefore, a school is not required to maintain separate fiscal accounting records, by Federal program, that identify the specific activities supported by each program's funds in order to demonstrate that those activities are allowable under the program. [Section 1114(a)(3)(C)]; and

"A school that consolidates Federal funds in its schoolwide program is not required to meet most of the statutory and regulatory requirements of the specific Federal programs included in the consolidation.  However, the school must ensure that it meets the intent and purposes of the Federal programs included in the consolidation so that the needs of the intended beneficiaries are met.  (See E-8 through E-10.)  [Section 1114(a)(3); 34 CFR 200.29(a), (b), (d)] (Excerpted from the new fiscal guidance).

NEXT: What's Consolidation?

You can count on Ethica to give you the bottom line interpretations of what new Federal activities will mean to your district. For more personalized service, just call!
OMB Releases New Compliance Supplement 
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If you'd like to read the new compliance supplement for yourself (perhaps you failed to make plans for a real summer vacation or are not sleeping well), it is on line here: 

http://www.whitehouse.gov/omb/circulars/a133_compliance/08/08toc.html


	

	We've received so many questions about Ethica's services that we developed a handout. Read it on the home page! 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

As always, 

...visit our web site at www.EthicaLLC.com
...send me an email at Cheryl@EthicaLLC.com
...or give us a call! 850.766.7216

If you have a different email address for the summer months, you won't want to miss the Ethica Extra! Send in that address and we'll make sure you stay in the know.
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