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· Frequently Asked Questions and Answers for the Financial Management Institute 
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· 1. Question:  What does the Adult Education and Family Literacy Act say about supplanting state or local public funds? 

·  Answer:  The Adult Education and Family Literacy Act (A.E.F.L.A.) states that federal adult education funds must supplement and not supplant other state or local public funds expended for adult education and literacy activities. (Sec. 241(a) of AEFLA, spelled out this reads: Section two hundred and forty-one-a of the Adult Education and Family Literacy Act)
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· 2.  Question:  How do we compute Maintenance of Effort (MOE)? 

· Answer:  The Adult Education and Family Literacy Act states that an eligible agency may receive federal adult education funds for any fiscal year if the state maintains its fiscal effort, comprised of both state and local expenditures for adult education.  (Sec. 241(b) of AEFLA, spelled out this reads Section two hundred and forty-one-b of the Adult Education and Family Literacy Act)
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· 3.  Question:  What happens if a state cannot meet the required Maintenance of Effort level? 

· Answer:  There is a time delay before reductions in state and local spending are initiated, and the reduced year becomes the comparison year for maintenance of effort calculations discussed above. (Sec. 241(c) of AEFLA, spelled out this reads Section two hundred and forty-one-c of the Adult Education and Family Literacy Act)
Slide 6

· 4.  Question:   What costs and contributions are acceptable to meet the eligible agency matching requirements?
·  Answer:  States should be able to identify matching costs that meet program requirements for reporting and auditing purposes.  

· Allowable costs include third party in-kind contributions, donated supplies and loaned equipment or space.
 (34 Code of Federal Regulations Part 80.24: spelled out this reads Title thirty-four Code of Federal Regulations Part eighty Section twenty-four)
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· 5.  Question:  What are the non-federal audit requirements for the eligible state or local sub-grantees? 

·  Answer:  Grantees and sub-grantees are responsible for obtaining audits in accordance with the Single Audit Act Amendments of 1996 (31 U.S.C. 7501-7507: spelled out this reads Title 31 of the United States Code, Money and Finance, Sub-title 5 expressed in Roman numerals or the letter V, General Assistance Administration, Chapter 75, Requirements for Single Audits, all chapter sections 7501 through 7507: Definitions; Audit requirements and exemptions; Relation to other audit requirements; Federal agency responsibilities and relations with non-Federal entities; Regulations; Monitoring responsibilities of the Comptroller General; and Effective date) and revised OMB Circular A-133 (spelled out this is Office of Management and Budget Circular A one hundred and thirty three: Audits of States, Local Governments, and Non-Profit Organizations).  

· The threshold requirements for states, local governments, and non-profit organizations is $500,000 (spelled out this is five hundred thousand dollars).  (OMB Circular A-133; 34 CFR Part 80.26: spelled out these are Office of Management and Budget Circular A one hundred and thirty three and Title thirty-four Code of Federal Regulations Part eighty Section twenty-six)
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6. Question:  What can the awarding agency do if a grantee or sub-grantee fails to comply with the terms of an award? 

· Answer:  If a grantee or sub-grantee materially fails to comply with any term of an award, the awarding agency may temporarily withhold cash payments pending correction of the deficiency by the grantee or sub-grantee. (34 CFR Part 80.43: spelled out this is Title thirty-four Code of Federal Regulations Part eighty Section forty-three)
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7.  How long must grantees keep programmatic and fiscal records? 

· Answer:  Records must be retained for three years (3 years). 

· If any litigation, claim, negotiation, audit, or other action has been started, the records must be retained until completion of the action and resolution of all issues. (34 CFR Part 80.42: spelled out this is Title thirty-four of the Code of Federal Regulations Part eighty Section forty-two)
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8.  Question:  When are Financial Status Reports (abbreviated F. S. ares) required to be submitted? 

· Answer:  The Initial Financial Status Report is due December 30 (or spelled out, thirtieth),  or 90 (ninety) days after the first 15 (or spelled out, fifteen) months (or one year and three months) of the grant. 

·   The Final Financial Status Report for all expenditures including the final 12 month-period (last twelve month period or last year) of the grant, is due 90 (ninety) days after the grant’s ending date.  (34 CFR Part 80.41: spelled out this is Title thirty-four of the Code of Federal Regulations Part eighty Section forty-one)
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9.  Question: What is the State Distribution of Funds under the Adult Education and Family Literacy Act?

· State leadership activities: Not more than 12.5 percent (spelled out: twelve and a half percent or one-eighth, or numerically, 12.5%) of grant funds;

· Expenditures at the local level: Not less than 82.5 percent (spelled out: eighty-two and a half percent, or numerically: 82.5%) of grant funds;

· Costs for corrections: Not more than 10 percent (spelled out: ten percent or one-tenth, or numerically: 10%) of that 82.5 percent (spelled out: eighty-two and a half percent, or numerically: 82.5%); and

· State administrative expenses: Not more than five percent (or numerically, 5%) of grant or $65,000 (spelled out: sixty-five thousand dollars) (Sec. 222 of AEFLA, or spelled out: Section two hundred and twenty-two of the Adult Education and Family Literacy Act)
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10.  What happens if a State does not meet the requirements on “proportionality?”
·  Answer:  When a State or local education agency accepts a grant of Federal funds, it undertakes to comply with conditions established by law on the use of grant funds. 

·   Failure to meet these requirements could mean the recovery of those mis-spent funds, as grant funds were not expended in accordance with the requirements of the Adult Education and Family Literacy Act. (34 CFR Part 81.30: spelled out this is Title thirty-four of the Code of Federal Regulations Part eighty-one Section thirty)
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11.  Question:  What happens to funds that are not obligated during the first year of the grant? 

·  Answer:  If a state does not obligate all of its grant funds during the first fiscal year for which Congress appropriated the funds, it may obligate the funds during the carry-over period of one additional year.  (34 CFR Part 76.709: spelled out this is Title thirty-four of the Code of Federal Regulations Part seventy-six Section seven hundred and nine)
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12.  Question: How do states manage the transfer of funds from the Federal Government and the amount of cash on hand for disbursement?

·  Answer:  The transfer of funds from the Federal Government to the state agency is conducted through the Grants Administration and Payment System (GAPS). 

·  Drawn funds must be expended within three (or numerically, 3) business days after they are deposited in your bank account.
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13.  Question:  What is program income and how is it reported? 

· Answer:  Program income is “gross income received by the grantee or sub-grantee directly generated by a grant supported activity, or earned only as a result of the grant agreement during the grant period.”  (34 CFR 80.25 (b): Spelled out this is Title thirty-four of the Code of Federal Regulations Part eighty Section twenty-five: Program Income, second paragraph (paragraph b))

