FISCAL CONTROL AND FUNDING ACCOUNTING

The state will use fiscal control and fund accounting procedures that ensure proper disbursement of and accounting for federal funds.  The state has established standards for grantee and subgrantee financial management systems and nonfederal audits as prescribed in the U.S. Department of Education General Administrative Regulations (EDGAR) Subpart H.

Subpart H – Standards for Grantee and Subgrantee Financial Management Systems and Non-Federal Audits

74.60 Scope of Subpart.

(a) This subpart contains standards for financial management systems and non-Federal audits of recipients.

(b) Awarding parties may not impose on recipients additional financial management standards or requirements concerning non-Federal audits.  The awarding parties may, however, provide recipients with suggestions and assistance on these subjects.

(Authority:  20 U.S.C. 3474; OMB Circular – 110)

74.61 Financial Management Standards.

Grantees and subgrantees shall meet the following standards for their grant and subgrant financial management systems.

(a) Financial reporting.  Accurate, current, and complete disclosure of the financial results of each project or program shall be made in accordance with the financial reporting requirements of the grant or subgrant.  When accrual reporting is statutorily required, a recipient whose accounting system is not maintained on that basis shall not be required to convert it to the accrual basis; the recipient may develop the accrual information through an analysis of the documentation on hand.

(b) Accounting records.  Records, which identify adequately the source and application of funds for grant or subgrant-supported activities, shall be maintained.  These records shall contain information pertaining to grant or subgrant awards, authorizations, obligations, unobligated balances, assets, outlays, income, and if the recipient is a government, liabilities.

(c) Internal control.  Effective control and accountability shall be maintained for all grant or subgrant cash, real and personal property covered by Subpart O of this part, and other assets.  Recipients shall adequately safeguard all such property and shall assure that it is used solely for authorized purposes.

(d) Budgetary control.  The actual and budgeted amounts for each grant or subgrant shall be compared.  If appropriate or specifically required, recipients shall relate financial information to performance or productivity data, including the production of unit cost information.  If unit cost data are required, estimates based on available documentation will be accepted whenever possible.

(e) Advance payments.  The recipient shall establish procedures to minimize the time elapsing between the advance of Federal grant or subgrant funds and their disbursement.  When advances are made by a letter-of-credit method, the recipient shall make drawdowns as close as possible to the time of making disbursements.  Grantees advancing cash to subgrantees shall conform substantially to the same standards of timing and amount as apply to advances by Federal agencies to grantees, including requirements for timely reporting of cash disbursements and balances.  (See Subpart K or this part.)

(f) Allowable costs.  Procedures shall be established for determining the reasonableness, allowability, and allocability of costs in accordance with the applicable cost principles prescribed by Subpart Q of this part and the terms of the grant.

(g) Source documentation.  Accounting records shall be supported by source documentation such as cancelled checks, paid bills, payrolls, contract and subgrant award documents, etc.

(h) Audit – (1) General.  (i) This paragraph applies to each recipient that is not subject to the audit requirements in the appendix to 34 CFR Part 80.   (ii) Not applicable.  (iii) A financial and compliance audit shall be made in accordance with generally accepted auditing standards, including the standards of the U.S. General Accounting Office’s publication “Standards for Audit of Governmental Organizations, Programs, Activities, and Functions.”¹   The auditors engaged by a recipient shall meet the criteria for qualifications and independence in that publication.

(2) Purpose and scope.  The purpose of these audits shall be to determine the effectiveness of the financial management systems and internal procedures established by the recipient to meet the terms of its grants and subgrants.  These tests would include an appropriate sampling of Federal grants and subgrants.

(3) Frequency.  These audits shall be conducted on a continuing basis or at scheduled intervals, usually once a year, but at least every two years.  The frequency shall depend on the nature, size and complexity of the recipient’s grant- or subgrant-supported activities.

(4) Relation to Federal audit.  These audits may affect the frequency and scope of Federal audit.  However, nothing in this section is intended to limit the right of the Federal Government to conduct an audit of a grant- or sub-grant-supported activity.

(5) Audit resolution.  The recipient shall follow a systematic method to assure timely and appropriate resolution of audit findings and recommendations.

(6) Copies of audit reports.  A copy of each audit report, and a description of its resolution, shall be furnished to West Virginia Department of Education.

(Approved by the Office of Management and Budget under control number 1880-0513)

(Authority:  20 U.S.C. 3474; OMB Circular A – 110)

¹Available from the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C.  20402.
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