
SECTION IV

FISCAL REGULATIONS AND RESPONSIBILITY

Fiscal Regulations and Responsibility

Budgeting and Expenditure Information

A.  Accounting Procedures

Effective July 1, 1993, NJDOE regulations require that all LEAs prepare budgets and submit expenditure reports according to The Uniform Minimum Chart of Accounts (Handbook 2R2) for New Jersey Public Schools, referred to as Chart of Accounts.  The budget pages in the NCLB application and reporting forms reflect the coding of accounts consistent with those in Generally Accepted Accounting Principles (GAAP).  The handbook describes the coding of accounts in New Jersey school financial operations. The coding system, with its multidimensional structure, creates a common language of use in recording, reporting, and controlling the financial activities of school districts. Each LEA business office has a copy of the complete handbook issued in 1992, effective July 1, 1993. The NJDOE, Divitsion of Finance, is in the process of updating the handbook. LEAs will be issued the revised handbook when available.
The compressed GAAP codes continue to be used.  The application directions provide a quick reference of commonly requested costs.  The compressed GAAP codes are for the purposes of this application only.  For internal use, LEAs may be required to use their own accounting systems and coding.

The application’s Budget Summary aggregates amounts for each expenditure category in the project budget. The Budget Detail pages delineate and clarify budgets for the purpose of reviewing and monitoring the projects’ activities.  Budgets must be completed in conjunction with the LEA’s business office to ensure consistent categorizing of expenditures. Improper coding of expenditures is considered to be in noncompliance with N.J.A.C. 6A:23-2.2(g). Instances of noncompliance noted by auditors must be reported in the Auditor's Management Report. 

Commingling Funds

LEAs may not commingle NCLB funds with other federal, state, or local funds and no commingling of funds is permitted among Titles included in the NCLB Application. The basic requirement is to maintain the fiscal identity of each Title award.  This requirement is satisfied by the use of separate accounts that include an “audit trail” of the expenditures for each project awarded. 
There is one exception to commingling. Program funds may be combined in an approved  schoolwide program under NCLB §1114.  Information on schoolwide programs is included in Appendix D in this manual. There are specific requirements for submitting time sheets for schoolwide program employees.  Refer to OBM Circular A-87, Attachment B (as amended May 10, 2004 with an effective date of June 9, 2004) for more information (see Section II in this manual).

B.  Allocation Refusal

An LEA or private school may choose not to apply for its allocation under one or more of the covered programs by completing the appropriate refusal form.  For more information see “Allocation Refusal” in Section III of this manual. 

C.  Cash Management for Grants in Excess of $50,000

Pursuant to EDGAR 34 CFR, Part 80.20 (b)(7) Cash Management, NJDOE is required to monitor grantees’ cash on hand each fiscal year.  NJDOE has established procedures to ensure the receipt of reports of cash balances and cash disbursement in order to prepare and complete accurate cash transactions to the USDOE.

During FY 2005, the cash-on-hand analysis will be conducted in March 2005. A “Cash Analysis Report” is forwarded to each LEA awarded federal entitlement funds in excess of $50,000. During the review of the report, the amount of federal cash received and the expenditures incurred at a designated point in time are compared. If cash on hand is in excess of one monthly payment, entitlement payments will be delayed until the LEA provides documentation that all issues are resolved.

D.  Period of Obligation
In accordance with EDGAR, 34 CFR  Part 76.708 & 80.23, LEAs may begin to obligate funds on the later of the following dates:

· The beginning of the project period (September 1, 2004). 

· The date that the application is received by NJDOE in “substantially approvable form.”

LEAs must begin to operate their programs at the beginning of the project period (subject to the above conditions).  Upon receipt of the grant approval and funding and if funds have already been expended, the LEA makes the appropriate charge-backs.  Reimbursement for obligations is subject to final approval of the application.  If the LEA expends funds on unallowable costs prior to application approval, the LEA is responsible for covering those costs from other funds.  

The project period for the FY 2005 NCLB Application is September 1, 2004 to August 31, 2005.  All funds must be obligated by August 31, 2005, and liquidated by November 30, 2005. LEAs must submit an application for approval to carry over unused NCLB funds into the next project period.  Carry-over funds not obligated by the LEA at the end of the project period for which funds were allocated or approved for carry-over by the NJDOE must be returned to the NJDOE with the Final Report.

	Fiscal Year Calendar

	Fiscal Year
	Project Period
	Obligation Deadline
	Liquidation Deadline

	2003 carry-over
	9/1/03 – 8/31/04
	August 31, 2004
	November 30, 2004

	2004
	9/1/03 – 8/31/04
	August 31, 2004
	November 30, 2004

	2004 carry-over
	9/1/04– 8/31/05
	August 31, 2005
	November 30, 2005

	2005
	9/1/04 – 8/31/05
	August 31, 2005
	November 30, 2005


Purchases are deemed obligated as the follow chart shows:

OBLIGATION REFERENCE CHART

	If an obligation is for . . .
	then the obligation is made on the date . . .



	(1) acquisition of “real or personal property”

	the district makes a “binding written commitment” to acquire the property

	(2) personal services by a district employee

	the services are performed

	(3) personal services by a contractor who is not  district employee

	the district makes a “binding written commitment” to obtain the services

	(4) performance of work other than personal services

	the district makes a “binding written commitment” to obtain the work

	(5) public utility services

	the district receives the services

	(6) travel

	the travel is taken

	(7) rental of real or personal property

	the district uses the property

	(8) a pre-agreement cost that was properly approved by the state under applicable cost principles
	the subgrant period begins


E.  Maintenance of Effort

Maintenance of effort computations must be done annually. Each LEA may receive its full allocation if either its combined fiscal effort per pupil or aggregate expenditures of state and local funds for free public education in the preceding year (2002-2003) were not less than 90 percent of the expenditures for the second preceding year (2001-2002).  If the LEA fails to meet the 90 percent level, the SEA must reduce the LEA’s allocation by the exact percentage of each “titled program” for which the LEA failed to meet the 90 percent level.  The USDOE has the authority to waive this requirement for one year if the SEA determines that the waiver would be equitable because the failure to comply was caused by exceptional or uncontrollable circumstances, such as a natural disaster or a precipitous and unforeseen decline in the financial resources of the LEA.  (See NCLB §9521 and Section I of this manual for waiver process.)

The 90 percent level of expenditures can include funds used for administration, instruction, health services, pupil transportation, plant operation and maintenance, fixed charges, and net expenditures covering deficits for food services and student activities.  They cannot include expenditures for capital outlay, debt service, or expenditures made from federal funds.

F.  Comparability

Title I

LEAs receiving Title I, Part A funds are required to assure compliance with comparability requirements [NCLB §1120A(c)].  LEAs are required to conduct comparability calculations annually and to submit the calculations as part of the NCLB consolidated application.  The form and directions are available on the NJDOE  Web site as part of the parallel paper application.
An LEA may receive Title I, Part A funds only if it uses state and local funds to provide services in Part A schools that are at least comparable to the services provided in schools that are not receiving Part A funds.  If the LEA serves all of its schools with Part A funds, the LEA must use state and local funds to provide services that are substantially comparable in each Part A school. An LEA may determine comparability on a districtwide basis or on a grade-span basis, according to the following guidelines: 

· Even if all schools in the LEA or in a grade-span grouping are served, the LEA must demonstrate that it will use state and local funds to provide services that, taken as a whole, are substantially comparable in each school.  For example, the LEA, in order to establish a comparison to determine that services are “substantially comparable,” may calculate ratios for the group of schools serving program areas with the lowest percentage of children from low-income families.  The ratio for each of the other program schools would then be compared with the average calculated for the comparison group of program schools.

· Although there is no limitation on the number of grade spans an LEA may use, the number should match the basic organization of schools in the LEA.  For example, if the LEA’s organization includes elementary, middle, and high schools, the LEA would have three grade spans.

· If there is a significant difference in the enrollments of schools within a grade span (i.e., the largest school in the grade span has an enrollment that is two times the enrollment of the smallest school in the grade span),  the LEA may divide grade spans into a large school group and a small school group.

· The comparability requirement does not apply to an LEA that does not have more than one building for each grade span.  An LEA may also exclude schools with 100 or fewer students from its comparability determinations.  

· An LEA must establish and implement the following:

· Districtwide salary schedule.

· Policy to ensure equivalence among schools in teachers, administrators, and other staff.

· Policy to ensure equivalence among schools in the provision of curriculum materials, and instructional supplies.

     
As an alternative, an LEA may meet the comparability requirement if it establishes and implements other measures for determining compliance such as student/instructional staff ratios or student/instructional staff salary ratios.  For example, an LEA may do one of two things:

1) Compare the average number of students per instructional staff in each Part A school with the average number of students per instructional staff in schools not participating in Part A programs.  A Part A school is comparable if its average does not exceed 110 percent of the average of schools not participating in Part A programs.

2) Compare the average instructional staff salary expenditure per student in each program school with the average instructional staff salary expenditure per student in schools not participating under Part A.  A Part A school is comparable if its average is at least 90 percent of the average of schools not participating in Part A programs.

Note:
· Staff salary differentials for years of employment will not be included in comparability determinations.

· An LEA need not include unpredictable changes in student enrollment or personnel assignments that occur after the beginning of a school year in determining comparability of services.

Records 

If the LEA files a written assurance that it has established and implemented a districtwide salary schedule and policies to ensure equivalence among schools in staffing and in the provision of materials and supplies, it must keep records to document that the salary schedule and policies were implemented and that equivalence was achieved among schools in staffing, materials, and supplies.  If the LEA established and implemented other measures for determining compliance with comparability such as student/instructional staff ratios, it must maintain source documentation to support the calculations and documentation to demonstrate that any needed adjustment to staff assignments was made.

Developing Procedures for Compliance

An LEA must develop procedures for compliance with the comparability requirement and implement those procedures annually.  An LEA is required to document compliance with the comparability requirement annually.

Determining Compliance

When determining compliance for comparability, an LEA may exclude state and local funds expended as follows:

· Bilingual education for limited English proficient (LEP) children.

· Excess costs of providing services to children with disabilities as determined by the LEA.

Note:  Title I no longer permits any exclusion of supplemental state or local funds from the Title I comparability requirement.

G.  Supplement, Not Supplant

For all programs, federal funds can be used only to supplement and, to the extent practical, increase the level of funds that would, in the absence of federal funds, be made available from nonfederal sources. [NCLB §1120A(b); 2123(b); 3115(g); 4114(d)4; 6232] In no case may an LEA use federal program funds to supplant funds from nonfederal sources.  Additionally, Title II, Part D includes an assurance that financial resources provided under the Ed Tech program will supplement, and not supplant, state and local funds.  For Title V, Part A, as affirmed by the US Supreme Court, services for private school students must supplement and in no case supplant the level of services that would be available to participating private school students in the absence of Title V services.

Generally, an LEA is presumed to fund state-mandated programs with local and/or state funds.  The use of federal funds for these programs would be considered supplanting,  In certain instances, however, an LEA may overcome this supplanting presumption.  The LEA would have to demonstrate through written documentation (e.g., state or local legislative action, budget information, or other materials) that it does not have the funds necessary to implement the program or activity and that the program or activity would not be carried out in the absence of federal funds.  This rule also applies to Title V, Part A.  An LEA may not, however, decrease state or local funds for particular activities because federal funds are available.
The following question may help determine if funds are supplemental:  “If these funds had not been available, what would the LEA have done instead?”  Although most programs are covered by the supplement, not supplant requirements, there are additional criteria and guidance for several programs.
· Language Instruction Programs under Title I, Part A:  LEAs may exclude funds used for language instruction education programs and may also exclude the excess costs of providing services to children with disabilities.

· Schoolwide Programs and Targeted Assistance Schools operating Schoolwide Programs under Title I (Parts A and C) do not have to show that federal funds used in the school are being used to pay for service that would otherwise not be provided, show that these funds are being used only for targeted populations, or track federal program funds separately at the school level.  The school is, however, required to use federal funds combined from Title I and other federal programs to supplement nonfederal funding sources for the school.  LEAs can exclude supplemental state or local funds spent in these schools from determinations of compliance with supplement, not supplant requirements.
· Bilingual Programs Funds:  An LEA can use federal bilingual program funds to carry out a federal or state court order detailing services for limited English proficient children or for a plan approved by the Secretary of Education to comply with the Civil Rights Act.

The OMB Circular A-133 Compliance Supplement (see “Federal and State Regulations and Priorities” in Section II of this manual) elaborates on instances when it is presumed that supplanting has occurred:

· If the SEA or LEA uses federal funds to provide services that the SEA or LEA was required to make available under other federal, state, or local laws.

· If the SEA or LEA uses federal funds to provide services that the SEA or LEA provided with nonfederal funds in the prior year.

· If the SEA used Title I, Part A funds to provide services for participating children that the SEA or LEA provided with nonfederal funds for nonparticipating children.

Some USDOE policy letters providing examples of supplementing versus supplanting are provided in Appendix E of this manual. 

H.  Allowable Costs
The following list was developed to highlight allowable costs or costs that have prompted questions in the past.  It is not an exhaustive list of allowable costs. Additional fundable activities are described in the individual Title sections elsewhere in this document and in particular, see Appendix C.  Also refer to OMB Circular A-87, Attachment B (as modified May 10, 2004, effective June 9, 2004) for more details on costs and their treatment.
All Titles
Split-funding of salaries and equipment among grant programs is allowed if the following parameters are met:

· The portion of time allocated to each grant for funded personnel and the amount on the respective budget detail section are clearly indicated.

· Documentation is maintained that demonstrates and verifies that the activities were implemented.

· The portion of time and the dollars allotted to each grant are substantiated.

· Refer to OMB Circular A-87, Attachment B, Section 11(h) “Support for Salaries and Wages” for time sheet requirements.

Title I, Part A

Audit fees are allowable and can be charged to 200-300 or to indirect costs (LEA must have an approved rate).  In either case, these costs are administrative, which cannot exceed 5 percent of the total Title I allocation.
Salaries: 
Purchase orders for items funded by Title I should reflect the following:

· The account number to be charged;

· The program (Title I) that is funding the purchase; 
· Business administrator’s signature; and 
· Easily identifiable Title I amounts if purchase order is split between programs.

Final invoices should tie to the purchase order and/or reconcile to the amount posted to Title I funds.  The amounts should be easily identifiable and reconcilable.
Title II, Part A 

Funds may be used to pay stipends to private school teachers participating in professional development activities and must be paid directly to the private school teachers for their own use and not to the private school.

Funds may be used to support the acquisition of advanced degrees if this is consistent with the LEA’s needs assessment.

Other LEA uses of funds and a list of authorized activities can be found in Section V, Appendix C. 

Title II, Part D

A minimum of 25 percent of Title II, Part D funds for educational technology are required to be used to provide ongoing, sustained, and intensive, high-quality professional development.  The district shall provide professional development in the integration of advanced technologies, including emerging technologies, into curricula and instruction and in using those technologies to create new learning environments, such as professional development in the use of technology, to do the following:

· Access data and resources to develop curricula and instructional materials.

· Enable teachers to use the Internet and other technology to communicate with parents, other teachers, principals, and administrators and to retrieve Internet-based learning resources.  

· Lead to improvements in classroom instruction in the core academic subjects that effectively prepare students to meet challenging state academic content standards, including increasing student technology literacy and student academic achievement standards.

The 25 percent minimum allocation requirement for professional development does not apply to a district that seeks a waiver if it demonstrates that ongoing, sustained, and intensive, high-quality professional development is already being provided to all teachers in core academic subjects in the integration of advanced technologies, including emerging technologies, into curricula and instruction.  Professional development must be based on a review of relevant research. See the Educational Technology Professional Development Waiver in the NCLB application.


The seventy-five percent (75%) of the funding is to be used to implement other activities consistent with the purposes of Title II, Part D and the district’s local technology plan.  
 Program elements and authorized activities are described in Appendix C of this manual.  
Title III, Part A

LEAs must use Title III funds to provide high-quality language instruction educational programs that are based on scientifically based research demonstrating effectiveness in increasing English and student academic achievement in the core academic subjects. Subgrants may be used for the following:

· Develop and implement new language instruction educational programs and academic content instructional programs for limited English proficient students in early childhood, elementary, and secondary programs.

· Expand or enhance existing language instruction educational programs by identifying, acquiring, and upgrading curricula, instructional materials, educational software, and assessment procedures.

· Implement schoolwide programs within individual schools to restructure, reform, and upgrade all programs, activities, and operations related to language instruction programs and academic content instruction programs for limited English proficient students.

· Provide the following:

· Tutorial and academic or vocational education for LEP children and intensified instruction.

· Community participation programs, family literacy services, and parent outreach and training activities to LEP children and their families.

· Improved instruction of LEP children by providing for the acquisition or development of educational technology or instructional materials and access to, or participation in, electronic networks for materials, training, and communication.

Note:  No more than 2 percent of the subgrant may be used for administrative purposes.

Title III Supplemental Immigrant Student Aid
Subgrants may be used for the following purposes:

· Developing and implementing new language instruction educational programs and academic content instructional programs for limited English proficient students in early childhood, elementary and secondary programs;

· Expanding or enhancing existing language instruction educational programs by identifying, acquiring and upgrading curricula, instructional materials, educational software, and assessment procedures;

· Implementing schoolwide programs within individual schools to restructure, reform and upgrade all programs, activities and operations related to language instruction programs and academic content instruction programs for limited English proficient students; and

· Providing the following:

1. tutorial and academic or vocational education for LEP children;

2. community participation programs, family literacy services, and parent outreach and training activities to LEP children and their families; and

3. improved instruction of LEP children by providing for the acquisition or development of educational technology or instructional materials.

In order to be eligible for a supplemental immigrant grant, LEAs or consortia must have received a minimum Title III allocation of $10,000 based on their limited English student enrollment. 

Title IV, Part A, School Security Costs 

The cap on funds for the following security-related expenses remains at 20% of the Title IV allocation in total [NCLB §4115(b)(2)(E)]: 
· Acquiring and installing metal detectors, electronic locks, surveillance cameras, or other related equipment and technologies; 
· Reporting criminal offenses committed on school property; 
· Developing and implementing comprehensive school security plans or obtaining technical assistance concerning such plans, which may include obtaining a security assessment;  and
· Supporting safe zones of passage activities, including bicycle and pedestrian safety programs that ensure that students travel safely to and from school.
The 20% described above, plus an additional 20% (or up to 40% of the Title IV allocation) may be used for: 

· The hiring and mandatory training, based on scientific research, of school security personnel (including school resource officers) who interact with students in support of youth drug and violence prevention activities implemented in schools.  

Title IV funds may be used for the security-related activities described above only to the extent that an LEA does not receive funding for those activities from other Federal agencies.  These activities are subject to the Principles of Effectiveness [NCLB §4115(a)]].

Title V, Part A

Title V has a broad range of allowable costs as per NCLB §5131.  The list of 27 local uses of funds is provided in Appendix C.

I.  Unallowable Costs

All Titles

Distributing materials or operating programs that promote or encourage sexual activity; distributing legally obscene materials to minors on school grounds; providing sex education or HIV prevention education unless such instruction is age-appropriate and includes the health benefits of abstinence; or operating a program of contraceptive distribution in schools.  [NCLB §9526]

Refer to OMB Circular A-87, Attachment B, “Selected Items of Cost,” for other specifically identified unallowable costs.

Title II, Part A

The salary of a parent education coordinator is an unallowable cost.

Use of funds for state-mandated programs such as mentoring may or may not be allowable.  For more detail, see the previous “Allowable Costs and Supplement, not Supplant” sections.

Funds may not be used to pay for substitute teachers for private school teachers who attend professional development activities.
Title IV, Part A

Medical services, drug treatment or rehabilitation, except for pupil services or referral to treatment for students who are victims of, or witnesses to, a crime or who illegally use drugs.  Consistent with this prohibition, LEAs may not use Title IV funds to pay for either drug tests conducted as part of the required medical examination of students suspected of being under the influence of alcoholic beverages or other drugs on school property or at school functions, as set forth in N.J.S.A. 18A:40A-12 and N.J.A.C. 6A:16-4.3, or for any other component of the required medical examination of students suspected of being under the influence.  This prohibition does not preclude the use of Title IV funds for drug tests that are conducted outside of the required medical examination for students suspected of being under the influence, pursuant to N.J.S.A. 18A:40A-12 and N.J.A.C. 6A:16-4.3.  Per NCLB §4115(b)(2)(E)(xiv), “Consistent with the Fourth Amendment to the Constitution of the United States, the testing of a student for illegal drug use or the inspecting of a student’s locker for weapons or illegal drugs or drug paraphernalia, including at the request of or with the consent of a parent or legal guardian of the student, if the LEA elects to test or inspect” is permitted.  The prohibitions set forth above are consistent with items 13 and 16 of the Title IV, Part A section of the Assurances and Certification of the NCLB application.

Title V, Part A

An LEA may not use Title V, Part A funds to contract with a for-profit agency, organization, or institution to operate programs or conduct programmatic activities.  However, this does not preclude the LEA from contracting with an individual or a for-profit corporation or other organization to purchase specific goods or services (e.g., equipment and materials, computer hardware and software, audit services, evaluation services, professional development services) to assist in carrying out a program.

J.  Administrative Costs
Administrative costs are permitted, with the following restrictions:

· A maximum of 5 percent of each grant award of Titles I, II-A, II-D, and V may be used for administrative costs.  

· For Titles III and IV the maximum is 2 percent.

· No administrative funds may be used from Title I School Improvement.

Administrative costs include expenditures for activities concerned with overall administrative responsibility for a grant program such as the following:

· Supervising the application of funds.

· Assigning duties to staff members.

· Supervising and maintaining records pertaining to the grant program.

· Coordinating activities with other locally, federally, and state-funded activities, including the work of clerical staff in support of teaching and administrative duties.

· Full-time department chairpersons’ expenditures.

· The prorated expenditures of part-time department chairpersons.

Administrative costs may include the salaries of program directors (200-100), salaries of secretarial and clerical assistants (200-100), the pro rata share of fringe benefits for salaries included in the preceding categories (200-200), purchased professional services-excluding services for professional development activities (200-300), purchased technical services (200-300), rentals of noninstructional equipment (200-400), travel for administrative staff (200-580), administrative supplies and materials (200-600), and indirect costs (200-860). (Use of the Indirect Cost category must be approved by NJDOE.  See “Indirect Costs” below for more information.)  Administrative costs do not include expenditures for supervisors of instruction, inservice teacher training, or other professional development activities.

Each expenditure should be evaluated individually as to its function (i.e., instructional vs. administrative), with each budgeted item clearly linked to an identifiable activity reflecting the nature of the expenditure.  The cost of the activities must be supported in the Program Plan.  (All administrative funds charged to the grant program must be shown on the NCLB application’s Administrative Costs Budget Detail page.)

Private school funds may be used for administrative purposes, up to their equitable share, providing the private school has been consulted and is in agreement.

Note:  If an employee splits time among the “covered programs” and other local, state, or federal programs, time and activity records showing the actual time spent on each program or activity must be maintained.  (See OMB Circular A-87, Attachment B, Section 11(h)(4) for time reporting requirements.)

K.  Equipment

The capitalization threshold used by school districts and charter schools in the State of  New Jersey continues to be $2000.  (See revised pages 72 and 73 of The Uniform Minimum Chart of Accounts (Handbook 2R2) for New Jersey Public Schools.)  If a district business administrator needs clarification of whether an item should be classified as equipment or supply, the district’s auditor should be consulted.

Some federal, state, and local laws and regulations, usually in the form of funding programs, may present conflicting criteria for distinguishing between supplies and equipment.  The criteria below are based on a combination of the most practical guidelines from these laws and regulations.  Unless otherwise bound by federal, state, or local law, LEAs should use these criteria in their supply/equipment classification decisions.

An equipment item is any instrument, machine, furniture, apparatus, or set of articles that meets all of the following criteria:

· It retains its original shape, appearance, and character with use.

· It does not lose its identity through fabrication or incorporation into a different or more complex unit or substance.

· It is nonexpendable—that is, if the item is damaged or some of its parts are lost or worn out, it is more feasible to repair the item than to replace it with an entirely new unit.

· Under normal conditions of use, including reasonable care and maintenance, it can be expected to serve its principal purpose for at least one year.

· The item costs more than $2,000.
An item should be classified as a supply if it does not meet all the equipment criteria listed above.

Title I Fiscal Responsibilities for Equipment: LEAs that purchase equipment with Title I funds must:

· Maintain a master inventory listing;
· Label all equipment properly;
· Maintain inventory records for a minimum of five years after disposition of equipment; and 
· Maintain at the school level a subsidiary listing of Title I equipment.
L.  Indirect Costs

Indirect costs may be charged to the programs if the LEA has an Indirect Cost Rate approved by the NJDOE.  The cost to be charged to each program is calculated by applying an approved Indirect Cost Rate, restricted rate only, to the Total Funds Requested by program as shown on the Title Page of the Consolidated Application.  An example is contained in the application directions.  LEAs may obtain an approved calculated rate by completing and submitting an “Application for Indirect Cost” to the NJDOE, Office of Fiscal Policy and Planning.  Indirect costs should be shown on the Budget Detail, “Administrative Costs,” page and on the Title I Eligibility Summary of the application.
M.  Teacher’s Pension & Annuity Fund (TPAF) and Social Security (FICA) Charges 

All LEAs budgeting federal grant funds for salaries of full- and part-time staff who participate in TPAF must include TPAF and FICA contributions in the federal grant budget according to N.J.S.A. 18A:66-90. A minimum of 15 percent must be budgeted for FY 2005. For those employees working for more than their base salary (i.e., stipends), an additional 7.65 percent of the wages in excess of the base salary must be budgeted for FICA. Other benefits may also be budgeted; however, all TPAF/FICA and other fringe benefits must be budgeted in proportion to the allocated federal salary.
Title I Responsibilities: The use of Title I funds for employee benefits is restricted to participants in TPAF (contracted teacher salaries, supervisors, program directors).  Title I funds cannot be used to fund employee benefits for paraprofessionals, secretaries, clerks, substitute teachers, summer teachers
 or stipends.
N.  Transferability of Funds and Small, Rural School Achievement (REAP)

The NCLB flexibility provisions (NCLB §6123, 6212, and 6221) allow LEAs and small, rural LEAs to transfer a portion of the funds they receive under certain federal programs to other programs that most effectively address their unique needs and to allocations for certain activities under Title I.  

Transferability

An LEA (unless identified for improvement or subject to corrective action) may transfer not more than 50 percent of its eligible allocated funds to other eligible programs per NCLB §6123 (see chart below).

	Programs
	Transfer Funds From
	Transfer Funds To

	Title I, Part A
	
	X

	Title II, Part A
	X
	X

	Title II, Part D
	X
	X

	Title IV, Part A
	X
	X

	Title V, Part A
	X
	X


Note:  No Title I, Part A funds can be transferred.

LEAs identified for improvement (those with schools in need of improvement) may transfer not more than 30 percent of eligible funds to other eligible programs, providing the transferred funds are used only for schools in need of improvement.

An LEA identified for corrective action (with schools in need of improvement) may not transfer funds under this authority.

LEAs may apply to use this transfer option using the NCLB online application EWEG). 

· 
· 
· 
Transferred funds are subject to the rules and requirements of the programs to which they are transferred.  The LEA shall conduct consultations with students, teachers, or other educational personnel from private schools if such transferred funds are transferred from a program that provides for private school participation.

LEAs may use different internal accounting methods to transfer funds. Examples are:

·  Move funds from the account(s) of the program(s) from which the funds are being transferred into the account(s) of the program(s) to which the funds are being transferred.

·  Establish a new, separate account for transferred funds.
·  Keep the "transferred funds" in their original account(s), but maintain documentation that shows how "transferred funds" in the original account(s) have been reclassified. In other words, in transferring funds, an LEA does not actually have to move funds from one account to another providing it maintains adequate documentation to account for the transfer.

Regardless of the method the LEA uses to transfer funds, the LEA must maintain records demonstrating how a program's overall funds (including the transferred funds) were spent. However, the LEA does not have to account separately for the expenditure of the funds that are transferred into a program and the allocation to which the transferred funds were added. 

REAP - Alternate Uses of Funds Authority 
LEAs eligible for the Small, Rural School Achievement Program are also eligible to use the Alternate Uses of Funds Authority.  [NCLB §6212]  This authority allows eligible LEAs to use funds from certain NCLB programs for other programs.  Eligible LEAs may use the application to apply.

	Programs
	Transfer Funds From
	Transfer Funds To

	Title I, Part A
	
	X

	Title II, Part A
	X
	X

	Title II, Part D
	X
	X

	Title III
	
	X

	Title IV, Part A (&B)
	X
	X

	Title V, Part A
	X
	X


O.  Public Control of Funds and Property

The LEA must administer funds, retain control over the funds, and retain equipment, materials, and property that are purchased with federal funds.  [NCLB §9501(d); EDGAR 34 CFR §76.661]  The services and personnel or agencies providing services to private school children will be under the control and supervision of the LEA.  Services to private school children must be provided by personnel employed by or under contract with the LEA.  LEAs may not turn funds over to the private schools and allow the private school to oversee their use.

On June 28, 2000, the United States Supreme Court issued its decision in Mitchell v. Helms.  It ruled that Title VI (now Title V) services, materials, and equipment provided for private school students must be secular, neutral, and nonideological.

Title to real property and nonexpendable personal property (tangible personal property having a useful life of more than one year and an acquisition cost of $2,000 or more per unit) purchased by LEAs partly or wholly with federal funds will be vested in the LEA until the assets are no longer available for use in the federally sponsored program, or used for purposes not authorized by the state grantor agency.  At that time, federal and state equitable interest will be refunded to the state in the same proportion as the federal and state participation in its costs of acquisition.  [EDGAR 34 CFR §80.32]

P.  Consolidated Administrative Costs

NCLB funds may be used to support administrative positions that oversee more than one of the programs, as well as other associated costs (e.g., supplies).  In this situation, it may be more efficient to consider these costs as “consolidated administrative costs” which are shared among the programs. The LEA is not required to maintain separate records indicating the percentage of time dedicated to individual projects.  Consolidated administrative costs must be attributed to each program and each function/object code. An LEA may consolidate up to the amount allowable for each title to be used for the administration and coordination of one or more programs.

 
�Slightly changed
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