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Scope of Review:  A team from the U.S. Department of Education’s (Department) Student Achievement and School Accountability Programs (SASA) office monitored the Texas Education Agency (TEA) the week of January 30 - February 2, 2012.  This was a comprehensive review of the TEA’s administration of the following programs authorized by the Elementary and Secondary Education Act of 1965 (ESEA), as amended: Title I, Part A (Fiduciary Requirements) and Title I, Part D.  Also reviewed was Title VII, Subtitle B of the McKinney-Vento Homeless Assistance Act (also known as the McKinney-Vento Homeless Education Assistance Improvements Act of 2001).
In conducting this review, the SASA team carried out a number of activities.  In reviewing the fiduciary requirements of the Title I, Part A program, the SASA team reviewed compliance with fiscal and administrative oversight requirements of the State educational agency (SEA).  During the onsite week, the SASA team visited two LEAs –Houston Independent School District (HISD) and Austin Independent School District (AISD).  

In its review of the Title I, Part D program, the SASA team examined the State’s application for funding; procedures and guidance for State agency (SA) applications under Subpart 1; technical assistance provided to SAs; the State’s monitoring plan and activities; SA subgrant plans; and the Title I, Part D, Subpart 1, State agency program at the Windham School and the Texas Youth Commission.  Additionally, Title I, Part D, Subpart 2 staff were interviewed at the Southwest Charter School in Houston and the John Wood Charter School in San Antonio.  The SASA team also interviewed the Title I, Part D State coordinator to discuss administration of the program.

In its review of the Education for Homeless Children and Youth program (Title VII, Subtitle B, of the McKinney-Vento Homeless Assistance Act), the SASA team examined the State’s procedures and guidance for the identification, enrollment and retention of homeless students; technical assistance provided to LEAs with and without subgrants; the State’s McKinney-Vento application;  and LEA applications for subgrants.  Additionally, McKinney-Vento Education for Homeless Children and Youth Program staff were interviewed in Cypress-Fairbanks ISD (subgrantee), Aldine ISD (non-subgrantee), and North East ISD (subgrantee).  The SASA team also interviewed the McKinney-Vento State coordinator to confirm information obtained at the local sites and discuss administration of the program.
Previous Audit Findings:  In 2010 the auditor noted that it was important for the TEA to appropriately identify its high risk subrecipients, because it passes through a significant amount of Federal funds to subrecipients to carry out the objectives of Federal programs.  The auditor stated only 29% of the subrecipients’ expenditures involve some type of analysis of actual expenditures.  The auditor recommended that TEA include either a review or audit of all high risk subrecipients that are not currently being reviewed.  The auditor also noted that the TEA consider the depth of review that is conducted in order to focus on high risk areas for particular subrecipients which would allow for the most efficient use of TEA resources.  

Previous Monitoring Findings:  SASA last reviewed Title I programs in the TEA during the week of May 3-7, 2010.  SASA identified compliance findings in the following areas for Title I, Part A for fiduciary Requirements:  

(1) The TEA did not ensure that its LEAs correctly calculate the appropriate equitable share for children attending  private schools when reserving funds for district-wide activities that are subject to the equitable services requirements;

(2) The TEA did not ensure that its LEAs perform the proper calculations with respect to the required reservations;
(3) The TEA did not ensure that LEA staff who have salaries supported with  split-funds keep and submit Personnel Activity Reports (PARs) to ensure that the work of the staff member is consistent with the salary percentage distribution; 

(4) The TEA did not ensure that its LEAs select children using multiple, educational related criteria when it used Title I funds to support an instructional program with Head Start; 

(5) The TEA did not ensure that its LEAs provide equitable services to participating private school children in a timely manner;

(6) The TEA did not ensure that its LEAs maintain control of the program for participating private school children in its contract with third-party providers ;

(7) The TEA did not ensure that evaluation of the private school program was performed in a compliant manner; 

(8) The TEA did not ensure that its LEAs use proper inventory controls in  participating private schools; 

(9) The TEA did not ensure that its LEAs exercise proper oversight in awarding contracts to provide Title I services to participating private school children.
There were no identified compliance findings during the last review in the McKinney Vento Homeless Program.  Additionally, there were no identified compliance findings for Title I, Part D during the last monitoring review. 
Overarching Requirement – SEA Monitoring
A State’s ability to implement fully and effectively the requirements of the ESEA is directly related to the extent to which the SEA is able to monitor regularly its LEAs and provide quality technical assistance based on identified needs.  This principle applies across all Federal programs under the ESEA.  

Federal law does not specify the particular method or frequency with which States must monitor their grantees, and States have a great deal of flexibility in designing their monitoring systems.  Despite the process used, it is expected that States have mechanisms in place sufficient to ensure that States are able to collect and review critical implementation data with the frequency and intensity required to ensure effective (and fully compliant) programs under the ESEA, as amended.  Such a process should promote quality instruction and lead to achievement of the proficient or advanced level on State standards by all students.

Met Requirements
Title I, Part A Monitoring Area: Fiduciary Responsibilities
	Indicator Number
	Description
	Status
	Page

	3.1
	· Within State Allocations, Reallocations, and Carryover.  The SEA complies with—

· The procedures for adjusting ED-determined allocations from funds outlined in §§200.70-200.75 of the regulations.

· The procedures for reserving funds for school improvement, state administration, and (where applicable) the State Academic Achievement Awards program.

· The reallocation and carryover provisions in §§1126(c) and 1127 of the ESEA.
	Met Requirements
	N/A

	3.2
	LEA Plan.  The SEA ensures that its LEAs comply with the provision for submitting an annual application to the SEA and revising LEA plans as necessary to reflect substantial changes in the direction of the program[§1112].
	Met Requirements
	N/A

	3.3
	Within District Allocation Procedures.  The LEA complies with the requirements with regard to: (1) Reserving funds for the various set-asides either required or allowed under the statute, and (2) Allocating funds to eligible school attendance areas or schools in rank order of poverty based on the number of children from low-income families who reside in an eligible attendance area.[ §§1113, 1116, 1118,of the ESEA and §200.77 and §200.78 of the Title I regulations].
	Findings

	5-6

	3.4
	Fiscal Requirements:  Maintenance of Effort, Comparability, Supplement, not Supplant, Internal controls, and Reporting  --  The SEA ensures that the LEA complies with ---

· The procedures for ensuring maintenance of effort      (MOE).  

· The procedures for meeting the comparability requirement.  

· The procedures for ensuring that Federal funds are supplementing, not supplanting non-Federal sources. 
	Finding
	7-8

	3.5
	Services to Eligible Private School Children.  The SEA ensures that the LEA complies with requirements with regard to services to eligible private school children, their teachers, and families.  §§1120 and 9360 of the ESEA, §443 of GEPA and§§200.62-200.67, 00.77 and §200.78 of the Title I regulations.
	Met Requirements
	N/A


Title I, Part A:  Fiduciary Responsibilities

3.3 Within District Allocation Procedures
Finding (1):  The TEA has not ensured that its LEAs properly determined eligibility of their schools to receive Title I funds and then allocated Title I funds in rank order based on those eligibility determinations.  The HISD has represented that it has an open enrollment policy in which no school has a fixed attendance area.  Because of this open enrollment policy, the HISD used the percentage of children from low-income families enrolled in each school to determine Title I eligibility, rank order its schools, and allocate funds for a majority of its schools.  For three schools (Lanier Middle, Condit Elementary, and Kolter Elementary Schools), however, the HISD used the percentage of children from low-income families who resided in the school attendance area served by each school.  The HISD used this method because, based on enrollment data only, these three schools had less than a 35 percent poverty rate and were, therefore, not eligible to receive Title I funds.  However, based on the percentage of children from low-income families who resided in the school attendance area, the three schools met the threshold for eligibility.  Once the HISD determined that the three schools were eligible based on the percentage of children from low-income families residing in each school’s attendance area, it allocated funds to those schools based on the number of poor children enrolled in the school.  The HISD allocated a per-pupil amount (PPA) of $210 to each school with a poverty percentage of 75 percent or more and $175 to each school below 75 percent.

Citation:  Section 1113(a) of the ESEA and 34 C.F.R. §200.78 generally require, that an LEA determine eligibility to receive Title I funds based on the percentage of children from low-income families residing in each school attendance area.  This percentage includes children who attend both public and private schools.  Once an LEA determines the percentage of poor children residing in each area, it must rank order those areas by poverty percentage (ESEA section 1113(a)(3)-(4)).  Accordingly, a school attendance area’s poverty percentage would be affected by the percentage of children from low-income families who reside in the area but attend private schools as well as the percentage of such children who attend the public school serving the area.  An LEA must allocate Title I funds to eligible school attendance areas or schools in rank order on the basis of the total number of children from low-income families in each area or school (ESEA section 1113(c)(1)). 

Section 1113(b)(1) of the ESEA provides an LEA flexibility in determining the eligibility of individual schools, including basing eligibility on the percentage of children from low-income families enrolled in a school if that percentage is equal to or greater than the percentage of such children in a participating school attendance area.  The purpose of this provision is to enable an LEA to determine eligibility based on enrollment in a school that does not serve a fixed attendance area (ESEA section 1113(b)(1)(B)).  
HISD has represented that, because of its open enrollment policy, none of its schools have a fixed attendance area.  Therefore, the HISD may determine Title I eligibility and allocations for all of its schools based on school enrollment rather than residence in a school attendance area.  In doing so, it must ensure that is has an equitable process for identifying eligible private school children from low-income families to determine how much funding private school children generate for Title I services.  Additionally, given that HISD has indicated that it has no fixed attendance areas, it may not selectively choose whether to use poverty data based on residence in a school attendance area or school enrollment in order to make certain schools eligible to receive Title I funds.  Based on enrollment data that the HISD used for all of its other schools, Lanier, Condit, and Kolter Schools would not have been eligible for Title I and, therefore, should not have received an allocation.  
Further Action Required:  The TEA must have the HISD use school enrollment data to re-determine Title I eligibility for SY 2011-12 (resulting in Lanier, Condit, and Kolter Schools being ineligible), rank all of its eligible schools, and recalculate its SY 2011-2012 allocations.  In basing Title I allocations on school enrollment, the HISD must demonstrate that it has established an equitable process for identifying eligible private school children from low-income families to determine how much funding private school children generate for Title I services.  The TEA must provide documentation that the HISD has (1) recalculated its SY 2011-2012 Title I allocations correctly and made the necessary adjustments in its SY 2012-13 allocations to eligible Title I schools to reflect the correction; (2) established an equitable process for determining the amount of funds that private school children from low-income families generate for Title I services; and (3) implemented controls in its system for reviewing within-district allocations to identify eligibility and possible allocation errors, such as the one cited in this finding, before it approves LEA applications.

Finding (2):  Based on a review of documentation and interviews, the TEA does not have a process in place to ensure that LEAs, when reserving Title I funds for choice-related transportation services and supplemental educational services (SES), do not reduce the Title allocations to individual schools identified for corrective action or restructuring by more than 15 percent.  While this was not a finding specific to the AISD or the HISD because there were no schools identified for corrective action or restructuring, there was no evidence that the TEA has provided guidance for LEAs to take this requirement into consideration when determining Title I allocations for schools in this status.    

Citation:  Section 1116(b)(10)(D) of the ESEA and the Title I regulations in 34 C.F.R. 

§ 200.48(b) states that an LEA may not reduce Title I allocations to schools identified for corrective action or restructuring by more than 15 percent.  

LEAs may satisfy this requirement through one of two methods.  First, an LEA may set a floor of 85 percent of its prior-year allocation for any school identified for corrective action or restructuring.  Under this approach, an LEA reserving Title I funds for choice-related transportation and supplemental educational services would not be permitted to reduce its allocation to an affected school below this 85-percent floor.

Under the second method, in making allocations to schools for a given year, an LEA would calculate two allocations.  For the first allocation, the LEA would determine a “pre-reservation” allocation to schools before setting aside funds for choice-related transportation and supplemental educational services (but after any other reservations, such as those made for administrative costs and district-wide activities like professional development and parental involvement).  Then, for schools identified for corrective action or restructuring, the LEA would calculate what 85 percent of those schools’ “pre-reservation” allocation would be.  The LEA would determine a second allocation for all schools after reserving funds for choice-related transportation and supplemental educational services.  For schools in corrective action and restructuring, the LEA would then compare this allocation with 85 percent of their “pre-reservation” allocation and allocate the higher of the two to those schools.  The allocations to the other schools would be ratably reduced in order to ensure that schools in corrective action and restructuring receive their hold-harmless amounts.

Further Action Required:  The TEA must provide evidence that it has issued guidance to its LEAs regarding this requirement and provide a description of the TEA’s process for ensuring LEAs meet this requirement.  Documentation from the TEA may take the form of letters to LEAs, specific guidance it has issued, or an agenda for technical assistance meetings the TEA has held that address this issue.  The TEA must also provide documentation that it has implemented controls in its application system to ensure that LEAs meet this requirement when they determine their allocations for participating Title I schools.

3.4 Comparability

Finding:  The TEA has not ensured that its LEAs have properly complied with comparability requirements to ensure that Title I schools are comparable with non-Title I schools.  A review of the comparability worksheet for the HISD that the TEA provided to the SASA review team showed that the HISD compared its 23 Title I high schools with low-enrollments with each other rather than to its three non-Title I schools with low enrollments.  When the instructional staff to pupil ratios for each of its Title I, low-enrollment high schools are compared to the average for the non-Title I schools with low enrollments, 19 of 23 Title I schools were not comparable.
Citation:  Section 1120A(c)(1)(A) of the ESEA states that an LEA may receive Title I funds only if it uses State and local funds to provide services in each Title I school that  are at least comparable to services that, taken as a whole, an LEA provides to schools not receiving Title I funds.  The purpose of this requirement is to ensure that each Title I school receives a share of State and locally supported resources that is equitable to those that an LEA allocates to its non-Title I schools.  ED guidance provides for SEA flexibility in establishing reasonable variances for LEAs to use in determining whether their Title I and non-Title I schools are comparable.  However, variances must be reasonable enough to ensure that the intent and purpose of the comparability requirement are met.  For example, if an LEA uses instructional staff to pupil ratios to compare the average number of students per instructional staff, an SEA may allow the LEA to consider a Title school to comparable if its average does not exceed 110 percent of the average for its non-Title I schools.  The pupil-instructional staff to pupil ratio for 19 of the HISD’s 23 Title I high schools with low income were greater than 110 percent of the average and does not meet the intent and purpose of the comparability requirement.
Further Action Required:  The TEA must submit documentation showing that for SY 2011-2012 each of the HISD Title I high schools with low enrollments are substantially comparable to its non-Title I low-enrollment high schools and that the instructional staff to pupil ratio used to determine whether each Title I school is comparable falls within the 110 percent variance of the average for its non-Title I schools. 
Title I, Part D

Summary of Monitoring Indicators
	Indicator Number
	Description
	Status
	Page

	1.1
	The SEA conducts monitoring and evaluation of its subgrantees sufficient to ensure compliance with Title I, Part D program requirements and progress toward Federal and State program goals and objectives.  
	Met Requirements
	N/A

	2.1
	The SEA ensures that State Agency (SA) programs for eligible students meet all requirements, including facilities that operate institution-wide projects.  
	Met Requirements
	N/A

	2.2
	The SEA ensures that Local Education Agency (LEA) programs for eligible students meet all requirements.  
	Met Requirements
	N/A

	3.1
	The SEA ensures each State agency complies with the statutory and other regulatory requirements governing State administrative activities, providing fiscal oversight of the grants including reallocations and carryover, ensuring subgrantees reserve funds for transition services, demonstrating fiscal maintenance of effort and requirements to supplement not supplant.
	Met Requirements
	N/A

	3.2
	The SEA ensures each LEA complies with the statutory and other regulatory requirements governing State administrative activities, providing fiscal oversight of the grants including reallocations and carryover, and allowable uses of funds.
	Met Requirements
	N/A


McKinney-Vento Homeless Education Program

Summary of Monitoring Indicators
	Indicator 1.1
	The SEA conducts monitoring and evaluation of LEAs with and without subgrants, sufficient to ensure compliance with McKinney-Vento program requirements.  
	Met Requirements


	N/A

	Indicator 2.1
	The SEA implements procedures to address the identification, enrollment and retention of homeless students through coordinating and collaborating with other program offices and State agencies.
	Recommendation
	N/A

	Indicator 2.2
	The SEA provides, or provides for, technical assistance to LEAs to ensure appropriate implementation of the statute.
	Met Requirements


	N/A

	Indicator 3.1
	The SEA ensures that Local Educational Agency (LEA) subgrant plans for services to eligible homeless students meet all requirements.  
	Met Requirements
	N/A

	Indicator 3.2
	The SEA complies with the statutory and other regulatory requirements governing the reservation of funds for State-level coordination activities.
	Met Requirements


	N/A

	Indicator 3.3
	The SEA has a system for ensuring the prompt resolution of disputes. 
	Recommendation


	N/A
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