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Section J. Management and Fiscal Oversight of Education for Homeless Children and Youth Program Grants

Each year, the U.S. Department of Education (ED) allocates funds to each State educational agency (SEA) on a formula basis [42 U.S.C. § 11432(c)(1)].[footnoteRef:1] SEAs must award not less than 75 percent of their McKinney-Vento funding in subgrants to LEAs (not less than 50 percent for minimum-funded States)[42 U.S.C. § 11432(e)(1)]. SEAs may use the remaining funds to conduct State-level activities [42 U.S.C. § 11432(e)(2)]. State Coordinators are the primary stewards of the State McKinney-Vento grant and therefore must be skilled in Federal grants management and fiscal oversight.   [1:  All resources and references mentioned are found in the Resources at the end of this section, with their links, if available.  ] 


J.1. State Fiscal Responsibilities Outlined in the McKinney-Vento Act
The McKinney-Vento Act states that SEAs may use McKinney-Vento funds for the following:
(1) To carry out the policies set forth in section 721 in the State.
(2) To provide services and activities to improve the identification of homeless children and youths (including preschool-aged homeless children) and enable such children and youths to enroll in, attend, and succeed in school, including, if appropriate, in preschool programs.
(3) To establish or designate in the State educational agency an Office of the Coordinator for Education of Homeless Children and Youths that can sufficiently carry out the duties described for the Office in this subtitle in accordance with subsection (f).
(4) To prepare and carry out the State plan described in subsection (g).
(5) To develop and implement professional development programs for liaisons designated under subsection (g)(1)(J)(ii) and other local educational agency personnel – 
(A) to improve their identification of homeless children and youths; and 
(B) to heighten the awareness of the liaisons and personnel of, and their capacity to respond to, specific needs in the education of homeless children and youths. [42 U.S.C. § 11432(d)].

J.1.1 Allowable Uses of Funds for State-level Activities
In developing an annual budget and determining if expenses are allowable and appropriate, consider the following questions:
· Does the expense support the responsibilities of State-level coordination and administration outlined in law?  
· Does this expense cover services that apply only to the homeless education program and are specifically connected to the educational needs of homeless children and youth? 
· Does the expense align with Federal grant and State budget administrative guidelines?
· Does the expense fit within goals articulated in the State Plan and annual plan?
· Does the expense address a need that was identified as a priority based on a needs assessment?
· Is the expense included, and was it approved, in the annual budget proposal developed as part of the annual plan? 
· Is the expense necessary for efficient operation of the homeless education program at the State level? 
· Is there reasonability in proportion of specific budget items? 
· Is the cost for a particular service reasonable?
Following is a list of some of the more common uses of State-level activity funds:
· Salary for the State Coordinator and other homeless education staff
· State or regional trainings for local liaisons
· State conferences
· Individualized technical assistance
· State-level collaborations (e.g., advisory boards, cross-agency task forces, collaborative initiatives)
· Homeless education website
· Awareness materials
· Training materials
· State Coordinator professional development (conference and meeting attendance)
· LEA Monitoring 
· Conducting the McKinney-Vento subgrant process
· Policy review and revision
· Data collection
Other uses of State-level activity funds may include the following:
· Contracted services when available time is an issue or when additional expertise is needed
· Minigrants to LEA homeless projects (e.g., identification activities in districts with few or no homeless students identified, transportation support, local liaison conference attendance)
· Statewide needs assessment and program evaluation activities
· Activities that focus on homeless preschool and/or unaccompanied youth
· Regional technical assistance projects

J.2. Federal Fiscal Management Policies
The U.S. Office of Management and Budget’s (OMB) Uniform Guidance, which consolidated existing cost circulars along with new requirements for grant management, took effect on July 1, 2015. Because the SEA is a recipient of Federal funds, it must abide by the Federal grants management requirements in the Uniform Guidance. Although it is likely that the budget and financial management offices of the SEA have procedures and protocols in place that align with the Uniform Guidance, State Coordinators should review relevant requirements in order to 
· ensure that they are conforming to the requirements in managing the State’s McKinney-Vento grant;
· provide appropriate guidance and oversight to McKinney-Vento subgrantees (subawards); and 
· manage any contracts that assist with carrying out State-level activities related to the Education for Homeless Children and Youths (EHCY) program in accordance with the Uniform Guidance.
	ED maintains a Uniform Guidance portal on its website that includes links to OMB’s resources and to resources developed by ED, including
· frequently Asked Questions (FAQs);
· Uniform Guidance Overview Webcast for Grantees;
· information on Audit Requirements, Cost Principles, Indirect Costs, Internal Controls, Procurement, and Risk and Subaward Management; and 
· crosswalks showing differences between the Uniform Guidance and the OMB Circulars and EDGAR Parts, which it replaces.
What follows is a review of certain parts of the Uniform Guidance that directly impact the work of State Coordinators.

J.2.1. Allowability of Costs 
The Uniform Guidance includes a number of criteria for allowable costs in a Federal grant. Among the criteria are those that specify that costs must 
· be necessary to the administration and performance of the grant; 
· be reasonable, in that it does not exceed that which would be incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the cost; 
· be allocable, that is incurred specifically for the award; 
· conform to any limitations specified in the award (e.g., for EHCY programs, those specified in the McKinney-Vento Act);
· be accorded consistent treatment across awards; 
· be determined in accordance with generally accepted accounting principles; 
· be allowable under Federal, State, and local laws; and 
· [bookmark: _GoBack]be adequately documented. [2 C.F.R. § 200.403, 2 C.F.R. § 200.405, 2 C.F.R. § 200.331]	

J.2.2. Travel Costs
	The Uniform Guidance considers travel costs to be the expenses for transportation, lodging, subsistence, and related items incurred by employees in non-Federal entities (SEA or LEA grantees) who are in travel status on official business. Costs incurred must be considered reasonable and otherwise allowable only to the extent they do not exceed charges normally allowed by the non-Federal entity in its regular operations specified in the agency’s written travel policy. [2 C.F.R. § 200.474]

J.2.3. Food at Conferences
The Uniform Guidance states that “[c]onference hosts/sponsors must exercise discretion and judgment in ensuring that conference costs are appropriate, necessary and managed in a manner that minimizes costs to the Federal award.” [2 C.F.R. § 200.432]. ED guidance in “Frequently Asked Questions to Assist U.S. Department of Education Grantees to Appropriately Use Federal Funds for Conferences and Meeting” further clarifies the limited use of Federal funds for food at conferences. The ED guidance states
Generally, there is a very high burden of proof to show that paying for food and beverages with Federal funds is necessary to meet the goals and objectives of a Federal grant.  When a grantee is hosting a meeting, the grantee should structure the agenda for the meeting so that there is time for participants to purchase their own food, beverages, and snacks.  In addition, when planning a meeting, grantees may want to consider a location in which participants have easy access to food and beverages. 
While these determinations will be made on a case-by-case basis, and there may be some circumstances where the cost would be permissible, it is likely that those circumstances will be rare.  Grantees, therefore, will have to make a compelling case that the unique circumstances they have identified would justify these costs as reasonable and necessary. (ED, 2012, p.2)
J.2.4. Record Keeping
The Uniform Guidance requires that financial records, supporting documents, statistical records, and all other non-Federal entity records pertinent to a Federal award must be retained for a period of three years from the date of submission of the final expenditure report [2 C.F.R. § 200.333].

J.2.5. Closeout and Carry Over
A non-Federal entity (grantee or contractor) must submit, no later than 90 calendar days after the end date of the period of performance, all financial, performance, and other reports as required by the terms and conditions of the Federal award. The Federal awarding agency or pass-through entity may approve extensions when requested by the non-Federal entity. [2 C.F.R. § 200.343(a)].
ED’s “Questions and Answers Regarding 2 CFR Part 200” states “The new carryover rules in the Uniform Guidance are consistent with the ED’s pre-existing regulations in EDGAR Parts 75 and 76. So there are no substantive changes to the carryover rules for ED grantees and subgrantees.” The Tydings Amendment [section 421(b)] of the General Education Provisions Act (GEPA) and § 76.709 and § 76.710 of EDGAR provides education agencies additional time to spend the Federal funds they receive. Based on the Tydings Amendment, grantees may carry over for one additional year any Federal education funds that were not obligated in the period for which they were appropriated. For grants that are forward-funded, grantees can have up to 27 months to obligate appropriated funds beginning as early as July 1 of the Federal fiscal year. Unless an extension is approved, grantees must liquidate obligations within 90 days of the end of the funding period. (2 C.F.R. § 200.343(b)).

J.3. State-level Budgeting 
State Coordinators should develop an annual action plan for State-level activities based on statewide needs assessment and program evaluation data, responsibilities outlined in the law, and Federal expectations detailed in monitoring indicators. (See Section B – Charting the Course.) 
In much the same way as one would develop a grant proposal, the State Coordinator should develop annual goals, objectives, and activities in preparation for developing an annual budget that includes expenses, staff, travel, indirect costs, etc. Each budget item should connect to the annual action plan so that it can be justified as supporting an activity related to the education of homeless children and youth. This approach positions the State EHCY program well for the fiscal accountability and transparency needed for Federal monitoring reviews as well as fiscal audits.   
Recent Federal monitoring protocols require State Coordinators to provide budget sheets that are detailed and transparent to account for how all State activity funds are spent and how and when all subgrant funds are disbursed to LEAs. State Coordinators must ensure that all funds are spent on activities allowed by the McKinney-Vento Act. In order to do this, State Coordinators should submit an annual budget for State activities for approval to the SEA administration and follow up periodically to ensure accountability. 

J.4	Oversight of LEAs without Subgrants
All LEAs are required to implement the McKinney-Vento Act whether or not they receive subgrant funds. Certain requirements in the law necessitate that LEAs provide resources and support serving homeless children and youth. Although LEAs without subgrants are not required to report district expenses related to the McKinney-Vento Act to the State Coordinator, documenting time and effort and salary for the local liaison and for expenses such as transportation or academic support is helpful for needs assessment purposes to determine the level of need for serving homeless students in the district and for positioning the LEA to successfully apply for a subgrant. Moreover, the LEA should document community resources that are contributed to serve homeless students. In trainings, you should encourage LEAs to document expenses related to homeless children and youth. As part of LEA monitoring, you may request a review of fiscal records related to the EHCY program, especially for the time and effort allocated to the local liaison position since one of the SEA assurances for the State Plan is that liaisons are able to carry out required duties. [42 U.S.C. § 11432(g)(1)(J)(ii)].

J.5. Management and Fiscal Oversight of LEAs with Subgrants
State Coordinators are responsible for overseeing McKinney-Vento subgrantees, as they are considered subrecipients of Federal funds that pass to them through the SEA. The Uniform Guidance focuses on both the performance and fiscal accountability of subrecipents to ensure they use Federal funds appropriately and comply with the laws and regulations of their program.  
All grant recipients, including subrecipients (or with regard to the EHCY program, subgrantees), must have financial management systems that include written procedures for ensuring all expenditures conform to the terms and conditions of the grant as well as the cost principles. Specifically, the Uniform Guidance states 
Each state must expend and account for the Federal award in accordance with state laws and procedures for expending and accounting for the state's own funds. In addition, the state's and the other non-Federal entity's financial management systems, including records documenting compliance with Federal statutes, regulations, and the terms and conditions of the Federal award, must be sufficient to permit the preparation of reports required by general and program-specific terms and conditions; and the tracing of funds to a level of expenditures adequate to establish that such funds have been used according to the Federal statutes, regulations, and the terms and conditions of the Federal award. [2 C.F.R. § 200.302(a)]. 

Agencies serving as pass-through entities for Federal awards, such as SEAs, must undertake the following responsibilities:
· Implementing strong internal controls for managing subawards
· Communicating with ED staff and with subrecipients
· Documenting all activities 
· Monitoring subawards 
· Verifying subrecipents are audited, if required. (See, generally, 2 C.F.R. § 200, Subpart D).
Pass-through entities must conduct a risk assessment prior to awarding funds to a subrecipent, such as a McKinney-Vento subgrantee. The Uniform Guidance suggests items such as the following to assess the risks in awarding funds to a subrecipient:
· financial stability;
· quality of management systems;
· history of performance regarding management of Federal awards, the applicant's record in managing Federal awards, if it is a prior recipient of Federal awards, including timeliness of compliance with applicable reporting requirements;
· conformance to the terms and conditions of previous Federal awards; 
· if applicable, the extent to which any previously awarded amounts will be expended prior to future awards; 
· audit findings; and
· ability to implement statutory requirements. [2 C.F.R. § 200.205(c)]
The Uniform Guidance also requires the awarding agency to monitor the subrecipient, including the following activities:
· Reviewing financial and performance reports, 
· Ensuring that the subrecipient takes timely and appropriate action on all deficiencies, and
· Issuing a management decision for audit findings pertaining to the award. [2 C.F.R. § 200.331(d)]
The State Coordinator must include these activities in the award and monitoring processes for McKinney-Vento subgrantees. (See Section H: State Monitoring of LEA Education for Homeless Children and Youth Programs and Section I: Subgrants.)
	For more information on the requirements to manage and oversee Federal funds that flow through as subawards, see ED’s tip sheet entitled “Key Sections of Uniform Guidance Related to Subawards.”

J.6. Managing and Overseeing McKinney-Vento Subgrantee Expenditures
State Coordinators are responsible for ensuring that subgrantees understand what expenses are allowable under their grant and spend their funds appropriately. (See the discussion of Federal requirements for McKinney-Vento subgrants in Section I: McKinney-Vento Subgrants and a list of allowable subgrant expenditures in Section 723 of the McKinney-Vento Act in Appendix I-1.) In addition, subgrant expenditures are subject to the requirements for administration of Federal grants and cost principles in the Uniform Guidance. 

J.6.1. Subgrantee Budget Oversight
Part of the SEA’s responsibility for McKinney-Vento subgrants includes oversight of the budget, including approving budget amendments for individual grantees. This oversight entails having access to the SEA’s system for expenditure reports for the subgrants and requiring a budget sheet and/or budget narrative in the subgrantees’ end-of-year reports. You will also need to review the budget of each subgrantee during monitoring.
Discrepancies between proposed expenses and actual expenses must be addressed with the subgrantee. The State Coordinator should require that the subgrantee provide an explanation for any budget amendments so that he or she can review and approve the amendments. This process will likely require coordination with the SEA budget office.
State Coordinators should discourage subgrantees from having significant unobligated funds to be carried over. If a subgrantee has carryover funds, the local program coordinator should provide an explanation in the end-of-year report and submit a plan for how the funds will be spent in the following year. Significant carryover funds could indicate that the LEA overestimated the need for homeless students in the LEA or has had difficulty committing adequate time and effort to the program, potentially impacting subsequent funding.

J.6.2. McKinney-Vento Act Requirements for LEA Subgrantee Fiscal Effort
The McKinney-Vento Act intends that services provided through subgrants to LEAs will expand upon or improve (and not replace) services provided as part of a school’s regular academic program. [42 U.S.C. § 11433(a)(3)]. This provision is similar to the supplement not supplant provisions of other Federal programs, and subgrantees should demonstrate in a fiscal review that funds are not being used for activities and services that were formerly provided by the LEA or through other programs. 
In addition, the law requires that LEAs with subgrants must maintain their expenditures for public education from State and local funds from one year to the next. The 2016 Non-regulatory Guidance explains, “An LEA cannot reduce its own spending for public education and replace those funds with Federal funds” (ED, 2016, p. 20). The McKinney-Vento Act specifies that applicants must assure that 
the local educational agency’s combined fiscal effort per student, or the aggregate expenditures of that agency and the State with respect to the provision of free public education by such agency for the fiscal year preceding the fiscal year for which the determination is made, was not less than 90 percent of such combined fiscal effort or aggregate expenditures for the second fiscal year for which the determination is made. [42 U.S.C. § 11433(b)(3)]

As part of the records review and monitoring processes for LEAs with subgrants, State Coordinators must determine if the LEA has maintained the required level of effort with regard to services for homeless students that supplemented the regular academic program.

J.6.3. Use of Funds for McKinney-Vento Subgrants
SEAs award McKinney-Vento subgrants to LEAs to provide services to ensure the identification, enrollment, attendance, and success in school of children and youth experiencing homelessness. The McKinney-Vento Act provides explicit information on the purpose and uses of the funds; nevertheless, questions frequently arise as to the appropriate use of funds. State Coordinators and local program coordinators in their oversight of the subgrant program must determine if certain expenditures are appropriate. 
When determining if a subgrant expense is appropriate, see the list of questions provided in Appendix J-1. Guiding Questions for Use of Subgrant Funds. 

J.5.3. Discussion of Categories of Expenses for McKinney-Vento Subgrant Funds
The following discussion of subgrant expenditures is meant not to serve as guidance on what expenditures are allowable or not allowable but to illustrate a process for thinking through what expenses should be approved. All expenditures should be considered in reference to the Guiding Questions listed in Appendix J-1. 
Supplies and Fees for Homeless Children and Youth. In general, subgrant funds can be used to purchase supplies to enable homeless children and youth to participate fully in school activities. These supplies would include school supplies, clothing, backpacks, and calculators. However, before spending subgrant funds, the program coordinator should ensure that these supplies (1) are not already provided by the LEA to needy students and therefore should be provided to homeless students as comparable services; (2) are not available through other sources, such as business partners or service agencies; and (3) reflect coordination with Title I for using the Title I homeless set aside.	
Academic Services/School Activities. Subgrant funds may be used to pay fees for field trips, summer programs, and before- and after-school programs that have an educational purpose or component overseen by qualified staff. Daycare or after-school care would not be an appropriate use of funds, unless there is an educational component, such as tutoring, homework help, or educational enrichment overseen by a professional educator. The program coordinator should look at comparable services – does the LEA support other students who cannot afford to participate in these activities? Or is there a Title I after-school program already available in which the student may participate? 
Health Services. Homeless education programs should make referrals for counseling, medical, and dental services. The intent of the subgrant program is not to provide ongoing medical and dental services, but to initiate collaborations for medical services and identify resources for referrals. However, subgrant funds can cover times when a homeless child needs medical or dental care in an emergency when other resources are not available. Also, the Title I, Part A reservation of funds for homeless students may be used for counseling services and health services. Local homeless liaisons should coordinate with the Title I program to cover these types of costs.
Transportation. LEAs are required to provide transportation to and from the school of origin when attending the school of origin is in the best interest of the student. [42 U.S.C. § 11432(g)(1)(J)(iii)]. LEAs are also required to provide homeless students transportation services that are comparable to those for housed students. [42 U.S.C. § 11432(g)(4)(A)]. 
Subgrant funds may cover the “excess cost of transportation” for homeless students. [42 U.S.C. § 11433(d)(5)]. Many school districts use some of their subgrant funds to supplement the cost of transporting homeless students when they have a large number of homeless students needing transportation to and from the school of origin, have a wide geographical area to cover, or need to provide specialized transportation services for educational activities that go beyond the comparable services the LEA provides to all students. These circumstances are what the law intended as an allowable use of a portion of subgrant funds for transportation. 
Subgrant funds should be viewed in the context of the total McKinney-Vento subgrant proposal for meeting the broad range of need of homeless students, not just used for transportation. Fundable transportation strategies may include reimbursing parents for mileage, providing gas cards, and arranging taxicabs when no other affordable options are available. 
Emergency Services. Emergency services are those that will alleviate a crisis that would prevent a homeless student from attending school and participating fully in school activities. These services usually require short-term expenses to resolve a crisis or to provide an interim service until a more permanent solution is attained. For example, subgrant funds could be used to obtain a birth certificate or temporarily pay for child care for a homeless teen parent to attend school until other arrangements are made.
	Funds may not be used to pay hotel, motel, or utility bills for a student or his or her family because these expenses are outside of the scope of the purpose of the grant to support the educational needs of homeless students. Community collaborations should be in place for referrals to cover basic needs of families.
Salaries and Program Administration. All LEAs are required to designate a local liaison. However, if the need for serving homeless students is greater than what the LEA provides in its responsibility to implement the McKinney-Vento Act, then subgrant funds can support the expansion of the duties of the local liaison, and include other staff, if necessary, to carry out the authorized activities and facilitate the efficient administration of the subgrant program. Staffing included in the subgrant must be incorporated in the overall program plan to ensure that identified priorities and needs are met. Moreover, any funds provided for salaries must support duties to serve only homeless students and relate to the allowable activities. 
Training. Professional development is one of the authorized activities for subgrants. Professional development may include training that the program provides to the LEA or community or training that McKinney-Vento program staff attends. Professional development or training activities should be justified in the subgrant proposal as they relate to stated needs, program goals, and the overall budget for the program.  
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