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Welcome back to Ethica Extra! 

This newsletter continues from June 2, focusing on a single topic: Title I Schoolwide Programs. It is the third in a series on new guidance, accounting rules, and other changes in this key area.

If you missed Part 1 or 2, or can't find it in your email, it's online at www.ethicallc.com/newsletter.

Cheryl



	Schoolwide Programs - Consolidation, Caveats, and Cautions
(Part 3)
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
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The full flexibility discussed in last week's newsletter - both funding and programmatic - is available to schools that fully consolidate. "Full" consolidation means that a school treats the funds it is consolidating like they are a single "pool" of funds." One way to think about this is as a checking account. A family's checking account might include two or more people's paychecks; a tax rebate; a reimbursement payment; and the check that Aunt Sue sent for someone's birthday. All these funds go into that single account, even though they originated from several different places. Then, those funds are spent on various expenses - rent, utilities, restaurants, cat food. Because the funds are blended, comingled, or combined - in fedspeak, "consolidated" in the same account, it doesn't matter which deposit ends up paying for the cat food. The checking account represents what the US Department of Education means by "funds from the contributing programs in the school lose their individual identity."

Once funds are consolidated, "the school uses funds from this consolidated schoolwide pool to support any activity of the schoolwide program without regard to which program contributed the specific funds used for a particular activity.  A schoolwide school must identify in its schoolwide plan which programs are included in its consolidation and the amount each program contributes to the consolidated schoolwide pool."

In contrast, consider gift cards. Let's say for Christmas I received 12 gift cards, from 12 different stores. Of course, I can only use the gift card for the store it's from, so I can only buy computers and related equipment with the CompUSA card, while I can only buy clothing with the GAP card and small appliances with the Bed Bath & Beyond card. This example represents a more traditional, "categorical," use of funds, where each funding type (Title I-A, Title II) remains separate and is used for specific types of expenses.

So, the fiscal flexibility associated with a schoolwide program is the pooling of federal funds. Programmatic flexibility means that a school, rather than complying with each and every regulation of each and every federal program that is consolidated, must meet only the "intents and purposes" of those other programs.

Caveats
Even with full consolidation there are important caveats. First, and extremely important to the US Department of Education, is that schoolwide program schools receive the full amount of state and local funds to which they are entitled. Federal officials have emphasized this repeatedly at recent meetings. Although the USDE refers to this as schoolwide "supplement not supplant," the concept is more like a school-level maintenance of effort. What this means is that the schoolwide program school must receive sufficient state and local funds to operate and educate its students. The district must be allocating enough non-federal funds to the school to pay its utility bills, maintenance, equipment, technology, transportation, textbooks, salaries, food service, and any other standard expense. The test would be to compare the non-federal funds allocated to two identical schools.

The second caveat is that even with consolidation, certain program requirements still apply. The most prominent program for which schools still must meet specific requirements is the Individuals with Disabilities Education Act (IDEA). If a schoolwide program school has IDEA funding (using the specific formula dictated by regulation), it must comply with all other requirements of Part B of IDEA, just as if it did not consolidate.

Another key program where requirements still apply is migrant education (Title I, Part C). Basically, Part C funds cannot be consolidated until migrant parents have agreed that all their children's unique needs have been met, and the school documents that these needs have been met. (See the Federal Register from July 2, 2004 (Volume 69, Number 127)). Specific requirements also apply to Indian Education funds.

Reality Check
Very few schools fully consolidate their state, local, and federal funds. There are many reasons for this lack of consolidation, including district practices, and accounting and recordkeeping concerns. Fortunately, the USDE appears to have realized that it's either beyond the scope of federal authority, or just not realistic, to expect schools to consolidate state and local as well as federal funding.

The new federal guidance provides alternatives to "full" consideration: Title I-A plus other Federal, and Title I-A only consolidation. These situations are much more typical of Title I schools. The following chart compares the benefits of each type of consolidation.

Title I-A and other Federal Funding Consolidation
In this situation, the school would consolidate its Title I, Part A funds and funds from other Federal education programs included in its schoolwide plan into a single pool of funds. (Recall that the schoolwide plan must describe all of the funds to be used in the schoolwide program.) 

Importantly, according to the Columbus audit, the accounting system must clearly show that the funds from the contributing Federal programs become part of a consolidated schoolwide pool and are accounted for as part of that pool rather than by the individual programs that contribute to the consolidated schoolwide pool.  If this pooling is not clear in the accounting system, the school is not consolidating!

In this type of consolidation, the school retains programmatic flexibility, but there is an important limitation on the use of funds: "Title I, Part A funds and other consolidated Federal funds must be used to address the specific educational needs of the school identified by the needs assessment and articulated in the comprehensive plan" (emphasis added; see new fiscal guidance).

Use of those funds is governed by the cost principles in Office of Management and Budget (OMB) Circular A-87.

Title I-A Only 
It is still possible to operate a Title I schoolwide program while "consolidating" only Title I-A funds. However, the new guidance is very clear that in this case, flexibility is extremely limited. According to the guidance, 

·    Part A funds must be used to address specific educational needs of the school identified by the needs assessment and articulated in the schoolwide plan;
·    All children in the school may participate in activities funded with Title I, Part A funds (consistent with the school's comprehensive schoolwide program plan); and 
·    The school does not need to demonstrate that those activities are supplemental to ones that would otherwise be provided by the school. 

Use of Title I, Part A funds in this situation would be governed by the cost principles in OMB Circular A-87.  Because Title I, Part A funds are not consolidated with other Federal, State, and local funds, the school and LEA must account for and track the Title I, Part A funds separately, identifying the activities that the Part A funds support.  

The guidance specifically states that in this situation, funds cannot be used for non-educational activities such as building maintenance and repairs, landscaping, and custodial services.

The guidance is silent on whether or not such a school must meet all the requirements of each federal program rather than simply the "intents and purposes." However, the safe action would be to document such compliance.

Schoolwide Plan
All of this illustrates why the schoolwide plan is now a budget document. It is the way to connect expenditures to educational needs. Especially in schools that "consolidate" only Title I-A funds - the vast majority of Title I schools - a well-written, thorough, comprehensive schoolwide plan is necessary as a justification of any expenditure. Even schools that consolidate Title I-A with other federal funds must ensure that the funds address the specific, educational needs of the school.

To some extent, Florida's current Title I application heads in this direction. However, it is not sufficient unless the completed application also matches the schoolwide plan. Be careful! This new federal guidance tells us that a Title I schoolwide program must have (1) a schoolwide plan that names all resources used at the school, and links expenditures to educational need; and (2) matching accounting practices.

NEXT: Accounting for Consolidated Funds


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!
Feds Extend SES/Choice Pilot 

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


All states may now apply to flip the order of supplemental educational services and public school choice. This change of order - offering SES first, and then choice - has been run as a small-scale pilot in four states. Perhaps in a bid to increase enrollment in both programs - a top US Department of Education priority - the pilot has now been extended. However, states must apply, and the following criteria must be met:

1. The state assessment system must be fully approved or nearing full approval; 

2. The state must have made timely AYP determinations prior to the beginning of the 2006-07 and 2007-08 school years; and 

3.  The state must be evaluating the impact SES providers are having on student achievement and, at a minimum, must have already begun collecting data for the evaluation. 
The Florida DOE is likely to meet all these criteria. It has data on SES providers but, according to staff, has not yet begun analyzing them. 

Read the full invitation here.

Florida Receives Charter Funds for Expansion 

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

Yesterday, US Secretary of Education Margaret Spellings announced that Florida was one of five states to receive funding under the Department's Charter Schools Program (CSP), which supports states' efforts to plan, design, implement and disseminate information about charter schools. The other states receiving grants are Oregon, New York, Utah, and Idaho. Florida is to receive $33.5 million.

Funds are to "help create more quality charter schools and increase school choices that parents have to provide to their children."

Read the announcement here.

 



	

	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
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