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16 - 144 DEPARTMENT OF HEALTH AND HUMAN SERVICES

CHAPTER 30 MAINE UNIFORM ACCOUNTING AND AUDITING PRACTICES FOR
COMMUNITY AGENCIES

SECTION .01

APPLICABILITY AND DEFINITIONS

A. PURPOSE AND APPLICABILITY
EFFECTIVE DATE: July 1, 2010

- Pursuant to 5 MLR.S.A. Section 1660-H, this document presents implementing regulations for the Maine
Uniform Accounting and Auditing Practices for Community Agencies (MAAP). The regulations
establish accounting, audit and administrative requirements for community agencies receiving financial
assistance in the form of agreements with the Department.

The Accounting and Financial Management Standards for Community Agencies (Section
.02) provide a framework of standards of accountability over Department agreement funds
received by community agencies. The rules prescribe internal control standards and financial
reporting standards for every community agency receiving agreement funding from: the
Department. Total amounts of agreement expenditures will determine whether community
agencies must submit entity-wide andited financial statements and a compliance audit. All
community agencies with $50,000 or more of annual agreement expenditures are responsible for
a Schedule of Expenditures of Department Agreements (SEDA).

The Audit Requirements (Section .03) provide rules to assist Independent Public Accountants
(IPA) in auditing Department agreements with community agencies. The rules define those
community agencies which must obtain audits of entity-wide financial statements and Schedule
of Expenditures of Department Agreements and compliance with applicable laws and regulations.
This document recognizes the federal audit requirements of Office of Management and Budget
Circular A-133 as applicable to community agencies and builds upon those requirements.

1. These rules require all community agencies with total agreement expenditures of at least
' $500,000 per vear to have an entity-wide financial audit conducted by a qualified IPA
and to have a compliance audit of the SEDA.

2. Community agencies with less than $500,000 per year in total agreement expenses are
not required to have an entity-wide financial andit or compliance audit of the SEDA
conducted by a qualified IPA.

Standard Administrative Requirements and Compliance for Department agreements
(Section .04) provide uniform rules for Department agreements with community agencies to
include such areas as standard cost principles, and additional compliance requirements.

The Department Responsibilities (Section .05) define the duties of Department program and
audit personnel in administering agreements under these rules.



The C-ommissione_r of the Maine Department of Health and Human Services is responsible for the
administration of these regulations.

DEFINITIONS

Unless the context clearly requires othefWise, the following terms shall have the following
meanings.

1. Agreement means a legally binding written document between two or more parties,
including such documents commonly referred to as accepted application, proposal,
prospectus, contract, grant, joint or cooperative agreement, purchase of service or state

aid.
2. Agreement amendment is a legally binding change or modification of the existing
" agreement. :
3. Agreemeht funds means all agreement funds received by the community agency from the

Department that require a periodic financial or service claim to the Department for
settlement purposes. It includes State and Federal pass-through funds.

4. Agreement expenditures means the amount of agreement funds earned based on financial
and service claims submitted to the Department.

5. Budget is an estimate of expenditures of a program during a given time period and the
means by which the expenditures will be financed.

6. Budget revision is an approved change or modification to the existing budget.

7. Client fees (private) are fees from self-paid clients or covered by third party insurance.
8. Client fées (program) are fees from agreement or MaineCare subsidized clients.

9. Commissioner means the Commissioner of the Maine Department of Health and Fluman

Services, who has responsibility for the administration of this chapter.

10. Commitment means the amount of funding the community agency has pledged to the
program.

11. Community agency (or Agency) means any public or private nonprofit organization,
firm, individual, partnership or business corporation operated for profit, which:

(a) Operates a social service program at the community level; and

(b) Receives public funds, either directly or indirectly, from one or more stat¢
departments or agencies; and

() Is not an administrative unit of the Federal government or State government.
(d) Is not exclusively a general or psychiatric hospital within the meaning of Maine

Administrative Procedures Act 10-144, Chapter 112, Chapters III and XXV,
respectively.



12.

13.

14.

15.

16.

17.

18.

. 19.

20.

21.

22.

23.

Continuation agreements are agreements with an end date that does not coincide with
Agency’s fiscal year.

Cost sharing or matching means that portion of project or program costs not borne by the
Federal and/or State government.

Cost sharing settlement is a cost sharing agreement where multiple funding sources share
in the expense of a funded service.

Department means the Maine Department of Health and Human Services, as well as other
Departments and agencies of State government approved for inclusion in this chapter by
the Commissioner. As of July 1, 1996 the Maine Department of Transportation was
approved for inclusion in this chapter by the Commissioner.

Department examination means actions determined to be necessary by the Department’s
Division of Audit, including, but not limited to, analyses and/or testing of reported
agreement balances and transactions, provisions of internal control systems and
compliance with rules. Examinations conducted by the Department may be of a limited
scope and are not considered an audit under generally accepted auditing standards or
generally accepted government auditing standards.

Department review means a review by the Department’s Division of Audit of the
communify agency’s submitted annual fnancial statements. A review may inchule desk
and/or quality control reviews or such other reviews as the Department may establish by
rule. Reviews are done for the purpose of accepting or rejecting the audit submission for-
Federal and State Department purposes or for the purpose of financially closing out the
agreement(s) for the Department.

Division of Audit is the responsible audit group in the Maine Department of Health and
Human Services and the Maine Department of Transportation.

Federal fonds means all federal funds received by the community agency as defined by
OMB Circular A-133 and MAAP and not just those agreements received from the
Department. It includes Federal direct, indirect and pass-through funds from all sources.

Federal pass-through funds means those funds received by a community agency from the
Department and identified in the agreement as federal funds.

Financial/service claims are periodic reports from a community agency that provide the
financial and/or service activity of a “social service™ agreement over a period of time.

Generally Accepted Accounting Principles (GAAP) are uniform minimum standards and
guidelines for financial accounting and reporting ordinarily employed by skitied
accountants and agreed upon by authoritative practitioners of recognized professional
standing, such as the Financial Accounting Standards Board (FASB), Governmental
Accounting Standards Board (GASB) and other recognized professional bodies.

Generally Accepted Auditing Standards (GAAS) are auditing standards promulgated by
the American Institute of Certified Public Accountants.
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25.

26.
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29.

30.
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32

34,

Government Auditing Standards are auditing standards promulgated by the Comptrolier
General of the United States.

“ Independent Public Accountant (IPA) means a person who complies with generally

accepted government auditing standards and who is one of the following:

(a) A licensed certified public accountant or person working for a licensed certified
public accounting firm; or

(b) A public accountant licensed on or before December 31, 1970, or a person
working for a public accounting firm licensed on or before December 31, 1970.

Indirect expenses are costs that have been incurred for common or joint objectives that
cannot be readily identificd with a particular final cost objective.

Known questioned costs are actual costs found to be in non-compliance with Federal and
State compliance requirements. '

Likely questioned costs are the TPA’s estimate of the total costs questioned as a result of
the specifically identified questioned costs.

Major agreement is an agreement or combination of agreements (continuation
agreements) which purchase the same service and expenditures equal or exceed $100,000
during the fiscal year of the agency.

Material finding is non-compliance with agreement conditions where the known
questioned costs or likely questioned costs are $1,000 of expenditures identified on the
SEDA for that agreement or continuation agreement for specific compliance areas (see
Section .03C). Tor non-compliance with no direct dollar impact, the IPA should

" determine whether the degree of non-compliance is more than inconsequential.

Nonparticipating department is a department or division of State government other than
one defined as a Department in this section that has not been approved for inclusion in
this chapter by the Commissioner.

Nonprofit organization means any agency, institution or organization that consists of or is
owned and operated by one or more corporations or associations no part of the net
earnings of which inures, or may lawfully inure, to the benefit of any private shareholder
or individual.

Program is an activity or set of activities intended to help achieve a particular cutcome
for the public.

Program income means gross income earned by the community agency that is directly
generated by a supported activity or earned as a result of the award. Program income
includes, but is not limited to, income from fees for services performed, the use or rental
of real or personal property acquired under Department-funded projects, the sale of
commodities or items fabricated under an agreement, license fees and royalties on patents
and copyrights and interest on loans made with agreement funds. MaineCare revenue,
whether fee for service, unit based or cost settled, is considered program income.




43.

Note 1

35.
36.

37.

38.

39.

40,

41.

42.

44.

45,

46.

Public means a municipal, county or other governmental body that is a political
subdivision within the state.

Restricted revenue is income from organizations or individuals that require the funds to
be used for a specific purpose within a program.

Risk pool means utilizing and assessing risk factors for determining the need for an
examination of an agreement. Such risk factors may include the value of the agreement
and prior and current community agency historical profile.

Single audit means an audit made pursuant to Federal OMB Circular A-133 or any
subsequent revisions to that circular. The single audit must be conducted by a qualified
independent public accountant.

Social service means any social services program funded in whole or in part through an
agreement issued by the Department. MaineCare funding, whether cost-based or fee for
service, is excluded unless specifically identified as a socxal service program i in an
agreement award. (Note 1) :

State funds mean those State funds received by a community agency directly from a State
department, bureau, office or agency that do not represent Federal pass-through funds.

Sub-contract means an award of financial assistance in the form of money, or property in
licu of money, made under an award by a recipient to an eligible subrecipient or by a
subrecipient to a lower tier subrecipient.

Subrecipient means the legal entity to which a sub-contract is made and Wthh is
accountable to the recipient for the use of the funds provided.

Tier 1 agency is a community agency with less than $500,000 in total annual agreement
expenditures of agreement funding from the Department.

Tier 2 agency is a -community'agency with $500,000 or more in total annual agreement
expenditures of agreement funding from the Department.

Unrestricted revenue is revenue from funding sources to a community agency that is not
restricted for a specific purpose within a program by the donor. Revenue that has been
designated to a specific program, but not a specific purpose, is considered unrestricted
revenue.

Vendor means a dealer, distributor, merchant, or other sellers providing goods or services
that are required for the conduct of a State or Federal program. These goods or services.
may be for an organization’s own use or for the use of beneficiaries of the State or
Federal program.

- “Social services” includes, but is not limited to social, correctional, legal, health, medical, mental

health, mental retardation, rehabilitation, substance abuse, transportation services, programs for
children, juveniles, teens and adults, families and the elderly.



SECTION .02

ACCOUNTING AND FINANCIAL MANAGEMENT STANDARDS
FOR COMMUNITY AGENCIES

SUMMARY: To outline minimum standards for the preéentation of financial statements and the
Schedule of Expenditures of Department Awards (SEDA), dollar thresholds for presentation of financial
statements and the SEDA, record retention standards, internal control standards and timetables for
reporting.

A. STANDARDS FOR PRESENTATION OF FINANCIAL STATEMENTS

Responsibility for financial statements - Community agencies will be required to submit audited '
entity-wide financial statements and compliance audit to each funding Department if annual
agreement expenditures equal or exceed $500,000. Agreement expenditures are the amount of
agreement funds earned on the financial claims submitted to the Department.

1. Federal Stﬁndards

If the community agency is required to have a single audit of financial statements in
accordance with OMB Circular A-133, that audit should be conducted and reported in
accordance with those standards and should iriclude all Federal awards which pass
through the Department. That audit will satisfy the entity-wide financial audit .
requirement of these rules.

If the community agency can satisfy its federal audit requirement through a program-
specific audit as specified in OMB Circular A-133, § 235 and its Federal funds are the
only amounts awarded within its State agreements, that audit will satisfy the audit
requirement of these rules.

2. Department Standards
(3)  TIER 1- No Entity-Wide Financial Statements

If a community agency has less than $500,000 in total annual agreement
expenditures of agreemeént funding from the Department, no entity-wide financial
statements are required.

Tier 1 option - A community agency within Tier 1 may opt to follow the rules for
audits and reporting under Tier 2.

() TIER 2 - Audited Financial Statements

If a community agency has $500,000 or greater in total annual agreement
expenditures of agreement funding from the Department, it must at a minimum
have an entity-wide audit of its financial statements and a compliance audit of the
supplemental SEDA conducted by a qualified IPA in accordance with Section .03
of these rules.



B. STANDARDS FOR FINANCIAL STATEMENTS (Tier 2 only)

1. Responsibilities for financial statements: The financial statements are the
‘representation of the community agency. It is the responsibility of the governing
body of the community agency to ensure the statements are completed in
accordance with these standards.

2. Submission of financial statements: The community agency must submit its
financial statements and IPA’s reports to the Department in accordance with
these rules.

3. Presentation of financial statements: Financial statements must be prepared

annually. The basic financial statements shall consist of those statements and
disclosures required by Generally Accepted Accounting Principles for the
community agency.

(@) The finanicial statements of a community agency must be audited on an
entity-wide basis in accordance with Generally Accepted Auditing
Standards and Government Auditing Standards.

(b) The audited financial statements must be accompanied by the audited
SEDA.

C.  STANDARDS FOR SCHEDULE OF EXPENDITURES OF DEPARTMENT
AGREEMENTS (SEDA)

1. Purpose — The SEDA provides the Department with information identifying
agreement expenditures based on the Agreement Close-out Report(s) (ACR)
submitted to the Department during the current fiscal year.

(a) MAAP Tier I:
A community agency that annually expends $50,000 or more of
agreement funds must prepare the SEDA and submit to the Division of
Audit in accordance with these rules.

(b) MAAP Tier 2:

' The community agency must prepare the SEDA. The Agency’s IPA
must issue an audit report on the SEDA. This SEDA and IPA report
must accompany the annual audited financial statements submitted to
the Division of Audit. '

2 Required format

(a) Each agreement with expenditures during the current year must be
identified by State department, division or office, agreement number,
agreement amount, agreement term, service area, agreement status, and
related Federal and State expenses.



(®)

(©

(d)

(®

®

The method of settlement referenced in the Agreement Compliance
Section of the agreement will determine the basis of settlement. For
example, fee-for-service would be based on the units delivered times the
applicable rate. ' :

The expenditures for each agreement are based on claims submitted to
the Department for the current fiscal year. The SEDA must include both
interim and final agreements, if applicable.

The expenditures on the SEDA must represent only the Department
portion of the claimed expenses. '

If financial claims submitted to the Department cross two or more fiscal years,
the community agency should review the make-up of the claims to determine
what portion of the claimed expenses belong to the current year. For cost sharing
agreements that are in interim status, the community agency must determine the
Department expenditures based on the agreement pro forma adjustments and the
budgeted Department cost sharing percentage.

The SEDA must contain notes that, at a minimum, identify agreements tested and
the percentage of agreements tested.

3. SEDA supporting documentation - Financial records and/or worksheets must be available
to support financial claims submitted to the Department. The financial claims that are the
basis for the SEDA must be maintained to support SEDA amounts. All financial records
and financial claims that support SEDA amounts must be supplied upon request to the
Division of Audit. '

D. STANDARDS FOR RETENTION OF FINANCIAL AND ADMINISTRATIVE RECORDS

1. Financial records for agreements and supporting documentation under these rules must be
retained for a period of three (3) years from the date of submission of the {inal
expenditure report with the following exceptions:

(a)

(®)

If any litigation, claim, audit, examination or appeal is started before the
expiration of the 3-year period, the records shall be retained until all litigation,

claims or audit findings involving the records have been resolved and final action
taken.

Records for real property and equipment acquired with Federal funds shall be
retained for 3 years afler final disposition.

E. INTERNAL CONTROL STANDARDS

Community agencies shall establish and maintain internal controls to achieve the
organization’s goals and objectives. Internal controls shall be designed to provide
reasonable assurance about the achievement of the community agency’s objectives with
regard to the reliability of financial reporting, effectiveness and efficiency of operations,
and compliance with applicable rules and regulations. Internal control standards shall
consist of the following five interrelated components.



—

1. Control environment: The control environment sets the tone of an organization,
influencing the control consciousness of its people. It is the foundation for all
other components of internal control, providing discipline and structure. Control
environment factors include the integrity, ethical values, management’s operating
style, delegation of authority systems, as well as the processes for managing and
developing people in the organization.

2. Risk Assessment: Risk assessment is the community agency’s identification and
analysis of relevant risks to achievement of its objectives, forming a basis for
determining how the risks should be managed. A precondition for risk
assessment is establishment of objectives and thus risk assessment is the
identification and analysis of relevant risks to achievement of assigned
objectives. Risk assessment is a prerequisite for determining how the risks
should be managed.

3. Control activities: Control activities are the policies and procedures that help
ensure management directives are carried out. They help ensure that necessary
_actions are taken to address risks to achievement of the community agency’s
objectives. Control activities occiir throughout the organization, at all levels and
in all functions. They include a range of activities as diverse as approvals,
authorizations, verifications, reconciliations, reviews of operating performance,
security of assets and segregation of duties.

4, Information and communication. Information and communication systems
support the identification, capture, and exchange of information in a form and
time frame that enable people to carry out their responsibilities. Information and
communication systems play a key role in internal control systems as they
produce reports, including operational, financial and compliance-related

-information, that make it possible to run and control the community agency.

5. Monitoring: Monitoring is a process that assesses the quality of internal control
performance over time. This is accomplished through ongoing monitoring
activities or separate evaluations. Internal conirol deficiencies detected through
these monitoring activities should be reported upstream and corrective actions
should be taken to ensure continuous improvement of the system.

REPORTING TIMETABLES
Community agencies will submit reports and the SEDA as follows:

Tier 1 agencies must submit the SEDA no later than four (4) months after their fiscal year end.
The SEDA must be signed and dated by an appropriate manager or administrator certifying to its
accuracy.

Tier 2 agencies must submit the audited entity-wide financial statements and the andited SEDA
no later than nine months after the fiscal year end of the community agency.

Tier 1 and Tier 2 agencies that fall under the audit requirements of OMB Circular A-133 must
submit the entity-wide financial statements, the SEDA and the Federal OMB Circular A-133
reporting package no later than nine (9) months after the fiscal year end of the community
agency. '



4. Cost allocation plans due to the Maine Department of Transportation are due no later than four
{4) months after the fiscal year end of the community agency for Tier 1 agencies and nine (9)
months after the fiscal year end of the community agency for Tier 2 agencies.

Electronic submission is recommended and should be sent to dhhs.audit@maine.gov for
submission to the Maine Department of Health and Human Services. Electronic
submissions to the Maine Department of Transportation should be sent to
OfficeofAudit. MaineDOT@maine_gov.
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SECTION .03

AUDIT REQUIREMENTS

SUMMARY: This section present requirements to community agencies and IPAs for audits of
community agencies under these rules and to Department audit personnel for Department examinations of
community agency agreements.

A, AUDIT RESPONSIBILITIES OF COMMUNITY AGENCIES

Community agencies and IPAs must understand the requirements of both Federal and Department
audit requirements and they are as follows:

1.

Federal Audit Requirement:

Community agencies are responsible for obtaining audits that satisfy Federal audit
requirements in accordance with OMB Circular A-133. All Federal audits for
community agencies will be performed by a qualified IPA. Department auditors will be .
responsible for providing the necessary oversight of these audits to assure adequate
coverage of pass-through Federal awards to community agencies.

If the community agency can satisfy its Federal audit requirement through a program-
specific audit as specified in OMB Circular A-133, § 235, and its Federal funds are the
only agreement amounts awarded by the Department, that audit will satisfy the audit
requirement of these rules.

Department Audit Requirement:

All community agencies within Tier 2 {or within Tier 1 but opting for a Tier 2 audit) are
required to have a qualified IPA conduct an audit in accordance with these rules. The
Department will be responsible for providing the oversight of the community agency
report submission.

(@) Financial statements: The IPA shall determine whether the financial statements
of the community agency are presented fairly in all material respects in
conformity with Generally Accepted Accounting Principles. The IPA. shall also
determine whether the SEDA is presented fairly in all material respects in
relation to the community agency’s financial statements taken as a whole.

(b) All audits shall be conducted in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards (the Yellow Book) issued by
the Comptroller General of the United States.

{c) In addition to the requirements of the Yellow Book, the IPA shall perform
procedures to obtain an understanding of internal controls over Department
programs sufficient to plan the audit to support a low assessed level of control
risk for all programs tested.

(d) Except as provided in paragraph 2(e) of this section, the IPA shall plan and

perform testing of internal controls over programs tested to support a low

11



assessed level of control risk for the assertions relevant to the compliance
requirements for each program tested.

(e) When the internal control over some or all the compliance requirements for a
program are likely to be ineffective in preventing or detecting noncompliance,
the planning and performing of testing described in 2(d) of this section are not
required for those compliance requirements. However, the IPA shall report a
significant deficiency (including whether any such condition is a material
weakness), assess the related control risk at the maximum, and consider whether
additional compliance tests are required because of ineffective internal control.

| (fH In addition to the requirements of the Yellow Book, the IPA shall determine

whether the community agency has complied with laws, regulations, and the
provisions of contracts or grant agreements that may have a direct and material
effect on each of its programs.

(g) The coinpliance testing shall include tests of transactions and such other auditing
procedures necessary to provide the IPA sufficient evidence to support an
opinion on compliance. '

Upon request, the IPA shall send to the Department audit working papers, reports, letters
and correspondence. The IPA shall also cooperate with the Department in the conduct of
quality control reviews of an audit made under these rules.

DEPARTMENT AUDIT REPORTING STANDARDS

The IPA will issue the following reports as a result of audits of community agencies in
accordance with these rules.

The IPA’s répo’rts may be in the form of either combined or separate reports and may be
organized differently from the manner presented in this section. The IPA’s report shall state that
the audit was conducted in accordance with this part and include the following:

1.

Independent Auditors’ Report on the entity-wide financial statements of the
community agency for the fiscal year. The audit should be conducted in accordance with

- Generally Accepted Auditing Standards and Government Auditing Standards.

Report on Internal Control Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements in Accordance with
Government Auditing Standards. This report is required for all andits performed in
accordance with Government Auditing Standards.,

Report on Compliance with Requirements Applicable to Each Program Tested and
on Internal Conirol Over Compliance and Schedule of Expenditures of Department
Agreements in Accordance with Maine Uniform Accounting 2and Auditing Practices
for Community Agencies. This report is modeled after the report required by Federal
Circular OMB A-133.

12



4. Schedule of Findings and Questioned Costs shall include the following four

components:

(a) A summary of the IPA’s results which-shall include:

@

(i)

(iii)

(iv)

W)

(vi)

The type of report issued on the financial statements of the
community agency (i.e., unqualified opinion, qualified opinion,
adverse opinion, or disclaimer of opinion).

Where applicable, a statement that significant deficiencies in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.

A statement as to whether the audit disclosed any noncompliance
which is material to the financial statements of the community
agency. '

Where applicable, a statement that significant deficiencies in internal
control over programs tested were disclosed by the audit and whether
any such conditions were material weaknesses.

The type of report the [PA issued on complianbe for programs tested
(i.e., unqualified opinion, qualified opinion, adverse opinion, or

disclaimer of opinion).

An identification of all programs tested.

(b) Findings relating to the financial statements which are required
to be reported in accordance with Government Auditing Standards.

(©)

Findings and questioned costs for Department awards which shall be
presented in sufficient detail for the community agency to prepare a
corrective action plan and take corrective action to allow the Department to
issue a management decision regarding the corrective action. Findings shall
include the following detail:

@

(ii)

(iii)

(iv)

)

Department program name as identified on the contract and
agreement number.

Criteria: The criteria or specific requirement upon which the audit

finding is based, including statutory, regulatory, or other citation.

Condition: The condition found, including facts that support the
deficiency identified in the audit finding.

Known Questioned Costs: Identification of all questioned costs
equal to or exceeding $1,000 and how they were computed.

Likely Questioned Costs: Identification of all likely questioned
costs equal to or exceeding $1,000 and how they were computed.

13



(vi) Context: Information to provide proper perspective for judging the
prevalence and consequences of the audit finding, such as whether
the audit finding represents an isolated instance or a systematic
problem. Where appropriate, instances identified shall be related to
the universe and the number of cases examined and be quantified in
terms of dollar value.

(vii) Cause: A brief explanatlon of what caused the finding should be
detailed.

(viii) Effect: The possible asserted effect to provide sufficient information
to the community agency and the Department to permit them to
determine the cause and effect to facilitate prompt and proper
corrective action. '

(ix) Recommendation: Recommendations to prevent future occurrences
of the deficiency identified in the audit findings.

(xX) Managemeni response/corrective action: Views of responsible
officials of the community agency detailing corrective action taken
or planned by the community agency. Elements should include
corrective taken or planned, estimated dates the corrective action was
taken or planned and the official responsible for the corrective
action.

(d) Prior year items - the TPA will include a presentation of the status of
findings and questioned costs from prior year. If there were no findings in
the prior year, the schedule must state there were none.

AUDIT COMPLIANCE TESTING STANDARDS

This standard applies to TPAs in the performance of audits of community agencies in Tier 2 and
those in Tier 1 opting for audits under this rule. :

I. Testing of agreements and 50% rule
{a) All agreements selected for testing must be tested for compliance and internal
control.
(b) The determination of which agreements to test must be based on the expenses

identified in the SEDA. The IPA, at a minimum, must perform compliance
testing on agreements that make up 50% of the total expenditures claimed. In
instances where the SEDA includes expenses from both the Maine Department of
Transportation and the Maine Department of Health and Human Services, the
IPA must, at a minimum, perform compliance testing of at least 50% of the total
expenditures claimed for each of the Departments. The IPA shall use a risk-
based approach to determine which Department agreements should be selected
for testing. This risk-based approach shall include consideration of current and
prior audit experience, oversight by Federal and State agencies, and the inherent
risk to the Department agreements.
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(c) All major agreements must be tested at least once every three years. If the
inclusion of these agreements significantly raises the percentage tested, the IPA
and the Division of Audit can agree, in writing, on a plan of action.

(d) For Department agreements that do not reconcile to the agency’s fiscal year end
(stub agreement) where there is a preceding or subsequent agreement that
purchases the same service(s) (continuation agreement), the expendituires for
these agreements must be combined and considered in the major agreement
determination.

Materiality - Materiality for compliance testing is based at the agreement budget level and is
based on the following:

A “material finding” is non-compliance with agreement conditions where the known
questioned costs or likely questioned costs are $1,000 or more of the expenditures
identified on the SEDA for that agreement or continuation agreement specific to the
individual compliance areas below:
¢ Non-budgeted line items in excess of $1,000 (cost settled)
Equipment purchases not approved by the Department (cost settled)
Inequitable allocation of general and administrative (Indirect Cost) (cost settled)
Ineligible clients (cost/unit settled)
Final financial reports (FFR) not supported by financial records (cost settled)
Unit reports not supported by service records (unit settled)
Settlement not prepared consistent to agreement conditions (cost/unit settled)
Settlement not including the appropriate match commitment (cost/unit settled)
Settlement not including all available income (cost settled)
Total expenses in any category except subcontracts (personnel, equipment, all
other) exceed the budgeted amount for that category by 10% or $1,000,
whichever is greater (cost settled)
o The subcontract category is considered restricted funding, and as such, no
variance between budgeted and actual amounts is allowed.

For non-compliance that does not have a direct financial impact (i.e. reporting) the IPA should
determine whether the degree of non-compliance is more than inconsequential.

Compliance Criteria - The compliance criteria to be tested are those specified in the agreement
compliance section and Section .04 of these rules.

IPA’s Reports - The IPA’s report on compliance must encompass each agreement tested in
accordance with the standards of Section .03 C.

IPA’s Workpapers - The IPA must, at a minimum, maintain workpapers that are available upon
request by the Division of Audit that document testing of the community agency’s administrative

controls and compliance requirements in the following areas:

(a) The community agency has knowledge of Federal and Department regulations and has
procedures in place to safeguard Department funds (administrative controls).

{b) Costs are in accordance with the applicable Federal circulars, MAAP regulations, and any
exceptions identified in the agreement award.
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(c) The allocation of costs either directly or indirectly is equitable (if cost settled).

(d) The final costs claimed by the community agency are within the thresholds related to
budget revisions (if cost seitled). '

(e) The community agency has a system in place to monitor agreement advances and ensure
interest from advances is reimbursed to the Department.

03] All obligations due the Department are liquidated within 90 days after the termination of
an agreement.

(g) Costs are for the services identified in the agreement program (if cost settled).
(h) - Services are only provided to eligible clients (if applicable).

M) Match commitment meets the requirement of the federal circulars and the agreement
award (if applicable).

) Reports are submitted to the Department timely.
k) Subrecipient agreements are properly monitored (if applicable).

) The community agency has adhered to any special conditions identified in the agreement.

DEPARTMENT EXAMINATIONS

The Department may require or perform Department examinations of community agencies under the
following circumstances:

1. As a result of the risk pool process.
2. At the request of the community agency.
3. At the request of a State department as a result of an audit report or findings which indicate

material weaknesses in internal controls, lack of compliance with agreement conditions, or other
matters which indicate lack of controls over agreement funds or assets.

4 As a result of desk reviews or quality control reviews of audit reports that indicate substantial
inadequacies exist with the andit. However, inadequacies in entity-wide audits are expected to be
resolved by the community agency in conjunction with its IPA.

5. As a result of State recognition of potential irregularities or illegal acts.

6. At the request of a department for a limited-purpose review not covered in the scope of a
financial and compliance audit.

7. Field visits shall be coordinated for community agencies funded by both DHHS and DOT.
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'SECTION .04

STANDARD ADMINISTRATIVE REQUIREMENTS AND COMPLIANCE FOR DEPARTMENT

AGREEMENTS

Summary: This section establishes the adoption of OMB Circulars and other Federal and Department guidance
applicable to the agreements between Community Agencies and the Department. Compliance and administrative
requirements are outlined, including the appeals procedure for the appeals and resolution of financial issues
arising from audits and Department examinations. '

A.

Adoption of Federal OMB Circulars and Common Rule

Administrative requirements and cost principles applicable to Federal funds are adopted as being
applicable to Department funded agreements.

1.

(i)

Applicability
The Department will apply administrative requirements and cost prmc1ples to the followmg
entities:
(a) Nonprofit Entity
(i) Office of Management and Budget (OMB) Circular A-110, “Uniform
Administrative Requirements for Grants and Agreements with Institutions of
Higher Education, Hospitals and Other Non-Profit Organizations™.
Office of Management and Budget (OMB) Circular A- 122 “Cost Principles for
Non- Profit Orgamzatlons
(b) Educational Entity
(D Office of Management and Budget (OMB) Circular A-110, “Uniform
Administrative Requirements for Grants and Agreements with Institutions of
Higher Education, Hospitals and Other Non-Profit Organizations™.
(ii) Office of Management and Budget (OMB) Circular A-21, “Cost Principles for
Educational Institutions™.
(c) Public Entity
(i) Office of Management and Budget (OMB) Circular A-102 (Common Rule),
“Grants and Cooperative Agreements with State and Local Governments™
(ii)  Office of Management and Budget (OMB) Circular A-87, “Cost Principles for
State and Local Governments™.
(d) For-Profit Entity

Office of Management and Budget (OMB) Circular A-102 {(Common Rule),
“Grants and Cooperative Agreements with State and Local Governments™.
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Office of Management and Budget (OMB) Circular A-87, “Cost Principles for
State and Local Governments™

2, State Restrictions to Cost Principles

The provisions of OMB A-21, OMB A-87 and OMB A-122 shall apply to Department
agreements with community agencies. The following restrictions to the Federal circulars are.
identified below. Any additional restrictions must be specifically identified in the agreement
award.

Advisory councils consist of a group of individuals who meet periodically to discuss areas of
concern and provide feedback to a community agency. Advisory council costs are unallowable,
unless required by the terms of the grant or agreement and included in the approved budget.

Compensation. Employee compensation in excess of $100,000 per year for any individual,
including managers and executives, charged directly or indirectly to an agreement is unallowable,
unless the employee is a doctoral level clinical practitioner who is employed for 100% of his or
her time as a clinical practitioner. Costs for any retirement benefits, bonuses, incentive awards,
or deferred compensation contributions provided to individual employees that are not available to
all regular, full time employees are unallowable. Such costs must be part of an established
written policy and not dependent uvpon end-of-year availability of funds.

Travel costs for community agencies, including but not limited to employees, executives and
members of the board of trustees or trustees. Costs in excess of Maine State reimbursement
amount for mileage, lodging and meals are unallowable. Out of state travel is unallowable unless
approved, in writing, by the Department agreement administrator, prior to the travel.

Compliance Requirements

Community agencies receiving agreement funding shall follow the more restrictive of the applicable
program regulations, Federal circulars, MAAP, and the agreement award.

1. Agreement compliance

(a) In addition to the administrative requirements and cost principles, the Department has
identified in the “Agreement Compliance Section” of the agreement award specific
compliance categories (compliance supplement) that reference specific agreement
conditions that could lead to material non-compliance:

Bonding Requirement

Budget Compliance

Activities Allowed or Unallowed

Allowable Costs/Cost Principles

Cash Management

Davis-Bacon Act

Eligibility

Equipment and Real Property Management
Matching Level of Effort , Earmarking

Period of Availability of Federal and State Funds
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Procurement and Suspension and Debarment
Program Income

Real Property Acquisition/Relocation Assistance
Reporting ‘
Subrecipient Monitoring

Special Tests And Provisions

These areas of compliance, as applicable, must be specifically referenced in each
agreement with the community agency.

C. Administrative Requirements
1. Contractual Process
(a) Community agencies enter into agreements with the Department to provide goods and/or

(b)

(c)
(d)

(e)

services.

All agreements with the Department include the agreement number, the agreement terms, the
scope of goods and/or services to be provided, compliance requirements, method of payment,
agreement budget, method of settlement, pro forma settlement, the types of reports due to the
Department and the due dates of any required reports.

All agreements are administered by a Department agreement administrator.

The Department agreement administrator is responsible for administering the agreement
during the agreement period. This inciudes approval anthority for all payments made to the
community agency, approval authority to any budget or budget revisions submitted to the
Department by the community agency, agreement settlements and liquidation of all
outstanding balances due to or from the Department. However, the Department agreement
administrator does not have the authority to approve budgets or budget revisions that are
contrary to the MAAP rules, including any federal regulations incorporated therein, as later
determined by the Division of Audit. All budget and budget revisions are subject to the
Division of Audit examination process and these MAAP rules. :

Review and approval of community agency submissions by the Department’s agreement
administrator does not relieve the community agency from being audited according to
MAAP and federal regulations in cases where this approval may be counter to MAAP and
federal regulations.

2. Pro Forma

(a) The agreement must include a pro forma that clearly identifies the steps necessary to
reach an accurate settlement.

(b) Community agencies entering into Department agreements must follow the cost sharing
methodology described in the agreement and as reflected in the pro forma inctuded in the
agreement document except as detailed in (¢) below.

() Commuzity agencies are required to follow applicable federal circulars, program

regulations and MAAP restrictions, even if those restrictions are not expressly set forth in
the pro forma. For example, bad debt will always be climinated against expense as an
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unallowable expense, even if the pro forma did not show bad debt being eliminated. If
during the settlement process the community agency notes that the pro forma did not
accurately reflect the restrictions imposed by federal circulars, program regulations and
MAAP restrictions, the final settlement to the Department must be based on the actual
restrictions evern though not consistent to the agreement pro forma.

Revisions of Budgets and Program Plans

- The community agency shall request prior written approval for budget revisions whenever one or
more of the following conditions occur: ‘ :

(a) The total expenses in personnel, equipment or all other category exceed the budgeted
' amount for that category by at least ten percent or $1,000, whichever is greater,

(b) The total expensés in the subcontract category vary from the budgeted amount,

(c) Total income, excluding agency commitment, differs from the budgeted amount by at
least ten percent or $5,000, whichever is greater,

(d) The total agency commitment differs from the budgeted amount,
(e) There are non budgeted line items n excess of $1,000.

The community agency must request a budget revision at least thirty (30) days prior to the
agreement termination date. If revision approval is not granted in writing prior to the date of the
required final report, all costs that exceed the budget thresholds shall be deemed questioned
costs. In addition, any variance, if any, between the actual agency commitment and the budgeted
amount shall be adjusted on the agreement settlement form prior to cost sharing.

Cost Sharing Settlements (Muitiple Funding Sources):

The Department enters into agreements where the Department participates in programs with
muitiple funding sources. Below are Department cost sharing principles to be followed in the
budgeting and settlement process:

(a) Unrestricted revenues shall be specifically identified as such in the agreement budget.
These amounts are comprised of revenues that have been designated to the program by
such sources as local governments, United Way, private client fees and the community
agency’s commitment to the program. The agency’s stated commitment to the program
shall be included in the final settlement whether or not the community agency transferred
these funds to the program. All unrestricted revenues are to be cost shared in the final
seftlement with the Department.

§)] Restricted revenue sources that purchase part of a program must be eliminated against the
related expenses prior to cost sharing,

(© Revenue from other federal and state funding sources that are not considered agreement
revenue must be eliminated dollar for dollar prior to cost sharing.
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D.

(d)

Program income such as client fees must be eliminated against program expenses dollar
for dollar prior to cost sharing. Client fees-private must be made available for cost
sharing, unless specifically restricted against identified expenses in the budgeting
process.

(e) All MaineCare revenue, whether fee for service, unit based or cost settled, must be
eliminated doliar for dollar against expense prior to cost sharing.

® An agency must eliminate all in-kind revenue and expenses prior to cost sharing. In-kind
revenue and expenses are third party non-cash transactions that add benefits to a program.

(2) An agency must eliminate all subcontract revenues and related expenses prior to cost
sharing.

(h) If an agreement award has multiple pro formas, a final seitlement must be prepared
consistent to the pro formas.

@) The final financial report (agreement closeout report) must include the total Department
agreement amount as available revenue for seitlement purposes.

5. Liquidation of Outstanding Balances

Community agencies must liquidate any outstanding balance due the Department within ninety
days after termination of an agreement (Note: The agreement can be more restrictive and require
payment prior to the ninety days). If reimbursement is not made timely, the Depariment may
charge interest based on the U.S. Treasury, Cash Management Improvement Act (CMIA).

6. Examination Process

(a)

®)

(H

£y
8/

()

The Division of Audit may elect to perform a Department examination of Tier 1
community agencies’ ACR(s) as submitted to the Department.

The Division of Audit will perform a desk review for Tier 1 A-133 and Tier 2 community
agencies to determine compliance with the agreement, MA AP, and Federal Circular A-
133 requirements, if applicable.

The Division of Audit shall prepare an examination report of community agencics
selected for Department examination. The results will be communicated to the
community agency and the Department.

Upon receipt of the Department examination report, the community agency has sixty (60)
days to either accept or appeal. Acceptance shall include a corrective action plan to
recommendations and full payment of any balances due. Failure to comply within the
allotied time may result in sanctions being applied by the Department.

Periodically, the Division of Audit may ¢lect to perform a quality control review of IPA’s
workpapers -

Department Appeals, Resolutions and Sanctions

1. Appeals Procedures
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Stepa- Director of Audit — Maine DHHS and MaineDOT

A community agency may appeal, in writing, the findings of a Department
examination within sixty (60) days after receiving the report from the Department.
The appeal letter must identify the issues being appealed and include the specific
supporting documentation. It must be addressed to the Director of the Division of
Audit either at the Maine DHHS or Maine DOT.

The Director or the Director’s designee will initiate a review of the audit appeal and will,
as needed, consuit with program management responsible for the affected agreements,
agreement administrators, and other applicable and appropriate staff.

The Director or the Director’s designee will issue a written decision on the appeal and the
full basis of the decision to the community agency no later than sixty (60) days following
the receipt of the appeal letter, unless both parties agree to an extension. The letter may
be co-signed by other DHHS staff as applicable.

Step b - Office of Administrative Hearings — Maine DHHS

If the community agency wishes to proceed further in its appeal, it may appeal to the -
Office of Administrative Hearings within sixty (60) days of receiving the decision from
the Director of the Division of Audit. The issue(s) on appeal will be limited to what was
raised at the Step a appeal. The hearing will be a de novo Order of Reference appeal
hearing. The hearing officer will issue a recommended decision with the Commissioner
issuing a final decision.

Step b - Commissioner of the MaineDOT - MaineDOT

If the community agency wishes to proceed in its appeal, it may appeal to the
Commissioner of MaineDOT within sixty (60) days of receiving the decision from the
Director of the Office of Audit. The issue(s) on appeal will be limited to what was raised
at the Step a appeal. The Commissionet’s dec1s10n is the final Department appeals
action.

Step ¢ - Judicial appeal —Maine DHHS and MaineDOT

The Commissioner’s decision is the final Department appeals action. Any further appeal
is to the Maine Superior Court pursuant to Maine Rules of Civil Procedure, Rule 80C and
5SMR.S.A. §11001.

2. Resolution of Appeals and Sanctions

When the community agency chooses not to further pursue its appeal, the process has
been exhausted or the Department and community agency reach agreement, a letter will
be sent by the Department confirming the terms of the settleinent.

As required by the terms of the settlement, the community agency must within thirty (3 0)
days of receipt of the letter, as applicable;

1) make full payment of any balance due;
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2) make arrangement for a repayment plan acceptable to the Department

3) submit a corrective action plan acceptable to the Department regarding any non-
compliance issues.

If there are no future agreements, the Depértment may also turn the matter over to the Attorney
General or to a collection agency.
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SECTION .05

DEPARTMENT RESPONSIBILITIES

Summary: The Department shall establish procedures for administering agreements with community agencies in
accordance with MAAP and the regulations. Specific Department responsibilities shall, at a minimum, include
the following:

A. ADMINISTRATIVE RESPONSIBILITIES
1. To prepare requests for proposals for agreements with community agencies.

2. To negotiate agreements with community agencies that contain all applicable accounting and
administrative requirements contained within these ruies.

3. To ensure each agreement between the Department and the community agency includes
an Agreement Compliance Section and a pro forma.

{a) Agreement Compliance Section

Each agreement shall contain a standard section which presents the related
agreement compliance testing requirements. Each area of compliance indicated
as applicable shall be cross-referenced to the agreement.

(b) Pro Forma Agreement Closeout Report

Each agreement shall contain a pro forma to illustrate the closeout method to be
apphied. Illustrative amounts should be filled in on the pro forma.

{c) Special Provisions

An agreement may present in the Agreement Compliance Section an applicable
special compliance area in addition to the standard areas. Special compliance
areas must have a measurable effect to the agreement. Any special compliance
area must be identified and cross-referenced to the agreement. In addition, a
separate page must be inserted in the agreement which specifies the compliance
requirements. '

4. To provide technical advice to community agencies and IPAs to assist them in’
understanding their responsibilities under the agreement.

5. To monitor agreement fiscal and program performance.
6. To resolve agreement balances resulting from audits and examinations.
7. To apply sanctions when necessary when non-compliance findings are not resolved.
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AUDIT OVERSIGHT AND EXAMINATION RESPONSIBILITIES

Division of Audit personnel of the Department are responsible for the following:

1.

2.

10,

11.

12.

13.

14.

To perform Department examinations of community ageocy records.

Ensure that subrecipients expending $500,000 or more in Federal awards during the
subrecipient’s fiscal year have met the audit requirements of OMB Circular A-133.

To conduct desk reviews of audits of community agencies performed by IPAs.
To conduct quality control reviews of selected IPAs’ audits.

To review the community agency’s SEDA.

To prepare examination reports for agreements administered by the Department.

To review agreement pro formas for conformity to achieve a fair and equitable settlement
which complies with all applicabie rules and regulations.

To assess risk for Department examinations associated with Tier I community agencies.
At a minimum, such factors as frequency of audit, past history, level of agreement
funding, etc. may be considered.

To provide the necessary training concerning the regulatory requirements of this Act.

To provide technical advice and act as a liaison between all interested parties.

To inform the community agency of any additional Departments approved for inclusion in this
chapter by the Commissioner.

To respond to community agency non-compliance and corrective action plans.
To respond to community agency appeals in accordance with Section .04.

To advise Department program managemenf of community agencies materially not complying
with the MAAP reporting requirements.
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STATUTORY AUTHORITY: 5 MRSA ¢.148-C, sub-c. 1660-H.
- EFFECTIVE DATE: January 1, 1987
AMENDED: July 1, 1989

REPEALED AND REPLACED: December 28, 1996 - Removed as 18-106 Chapter 1 in favor of this
joint Chapter 30.

AMENDED: December 16, 2006
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Appendix C
Example 1

Independent Auditer’s Report on Compliance with Requirements Applicable to Each
Program Tested and on Internal Control Over Compliance and Schedule of Expenditures
of Department Agreements in Accordance with Maine Uniform Accounting and Auditing
Practices for Community Agencies

" (Report with Unqualified Opinion on Compliance and No Materia
Significant Deficiencies)

[To the Board of Directors of
Addressee]

Compliance

Compl o Rjder(s) of the
37 g‘f‘fts major Department
partment agreements arc

identified in the accompanying SEDA C
confracts, and grants applicable to each 0
of the Agency’s management. Our respo
Agency’s compliance based on our audit. -

omptroller General of the Umted States; and the
f%a ices for Communnjy Agencies. Those standards”

: ce about Sample Community Agency’s compliance with those
g such other procedures as we considered necessary in the
hat our audlt provides a reasonabie basis for our opnnon Our audit

ample Community Agency complied, in all material respects, with the
rred to above that are applicable to each of its major Department agreements for
the year ended June 30, 20X1. (However, the results of our auditing procedures disclosed
instances of noncompliance with those requirements, which are required to be reported in
accordance with MAAP and which are described in the accompanying schedule of findings and

questioned costs as items {list finding reference numbers, for example, 20X1-1 and 20X1-2.})
Internal Control Over Compliance

Management of Sample Community Agency is responsible for establishing and maintaining
effective internal confrol over compliance with the requirements of laws, regulations, contracts,
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and grants applicable to Department agreements. In planning and performing our audit, we
considered Sample Commuanity Agency’s internal control over compliance with  the
requirements that could have a direct and material effect on a major Department agreement in
order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of
Sample Community Agency’s internal control over compliance.

A deficiency in internal control over comphance exists when the de51gn or operatlon of a control
does not allow management or employees, in the normal course of performing
functions, to prevent or detect noncompliance with a type of compha.nc
Department agreement on a timely basis. A material weakﬁés in in
compliance is a deficiency, or combmation of deﬁcnencles in 1nter

identify any deficiencies in mternal control o
weaknesses, as defined abo_ve.

Sample Community Agency’s response
accompanying schedule of findings and
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This report is intended solely for the information and use of management, [identify the body or
individuals charged with governance], others within the entity, the Board of Directors, and the
Department as the awarding agency and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

Firm’s signature

City, State
[Date]
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Example 2

Independent Auditor’s Report on Compliance with Requirements Applicable to Each
Program Tested and on Internal Control Over Compliance and Schedule of Expenditures
of Department Agreements in Accordance with Maine Uniform Accounting and Auditing
Practices for Commaunity Agencies :

(Report with Qualified Opinion on Compliance and Significant Deficiencies and Material
Weaknesses)

[To the Board of Directors of
Addressee]

Compliance
f)liance

Community
Rider(s) of

We have audited the compliance of Sample Community Age

the Agency’s agreemeént(s) with the Department that ar
Department agreements for the year ended June 30 ;

Department agreements are identified in the &
Department Awards. Compliance with the reqti
grants applicable to each of its major Dep
Communlty Agency s management i

ity Agency’s major
lerof Expenditures of
lations, contracts, and
sponsibility of Sample

2T

# ' bpinion on Sample

phcable ‘to financial audits contained in
oller General of the United States; and the
étices for Community Agencies. Those standards
the audit to obtain reasonable assurance about

Govemment Auditing Standdrd -
Maine Uniform Accounting agm' Aud

about Sample Community Agency’s comphance with those
other procedures as we consuiered necessary in the

-l

I ermination of Sample Community Agency’s compliance with those

n[list finding reference number, for example, 20X1-3] in the accompanying

s“hpﬂ"l éﬁ;tgs ﬂﬂ,f‘ "uestloncd costs, Sample Cf\mmumty Agency did not comply with

SRR R s

[identify the major Department agreement]. Compliance with such requirements is necessary, in
our opinion, for Sample Community Agency to comply with requirements applicable to that
agreement.

In our opinion, except for the noncompliance described in the preceding paragraph, Sample
Community Agency complied, in all material respects, with the requirements referred to above
that are applicable to each of its major Department agreements for the year ended June 30, 20X1.
(The resuits of our auditing procedures also disclosed other instances of noncompliance with
those requirements, which are required to be reported in accordance with MAAP and which are
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‘described in the accompanying schedule of findings and questioned costs as items {list finding
reference numbers, for example, 20X1-1 and 20X1-2.})

Internal Control Over Compliance

determine our auditing procedures for the purpose of expressing our op"im
not for the purpose of expressing an opinion on the effectifientss: of

compliance. Accordingly, we do not express an opiniof . on the
Community Agency’s internal control over compliance.

internal control that might be deficiencies, significant defit
defined above. However we identified cer ienci
that we consider to be significant deficiencie
weaknesses. *

A deficiency in internal control:

a type of compliance requirement of a
;A material weakness in internal control over
t deficiencies, in internal control over compliance,
that material noncompliance with a type of compliance
will not be prevented, or detected and corrected on a timely
cies in internal control over compliance described in the
s'and questioned costs as items (Zist the reference numbers of
20X1-1 and 20X1-2) to be material weaknesses.

1at control over compliance with a type of compliance requirement of a
ogram is less severe than a material weakness in internal control over compliance,
yet imports ':éggmg}i to merit attention by those charged with governance. We consider the
deficiencics i’ internal control over compliance described in the accompanying schedule of
findings and” questioned costs as items (list the reference numbers of the related findings, for
example 20X1-3 and 20X1-4) io be significant deficiencies.

Sample Community Agency’s responses {o the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the Sample
Community Agency’s responses and, accordingly, we express no opinion on the responses.
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Schedule of Expenditures of Department Awards

We have audited the basic financial statements of Sample Community Agency as of and for the
year ended June 30, 20X1, and have issued our report thereon dated Month, XX, XXXX. Our
audit was performed for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying Schedule of Expenditures of Department Awards is
presented for the purposes of additional analysis as required by Maine Uniform Accounting and
Auditing Practices for Community Agencies and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audlt
of the basic financial statements and, in our opinion, is fairly stated, in all material respects
relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of management, f3
individuals charged with governance], others within the entity, the Board of Dire

Department as the awarding agency and pass-thirough entities and is not 111tenii:
should not be used by anyone other than these specified parties. '

Firm’s signature

City, State
[Date]
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Appendix D

AGENCY NAME

Schedule of Findings and Questioned Costs

DATE

Section I - Summary of Auditor's Results

Financial Statements

Type of auditor’s report issued:

Internal control over financial reporting:
Material weaknesses identified?

Signiticant deficiencies identified not considered
to be material weaknesses? :

Noncompliance material to financial statements noted?
State Awards
Internal Control over programs testea:

Material weaknesses identified?

Significant deficiencies identified not considered
10 be material weaknesses?

Type of auditor's report issued on compliance for
programs tested )
Any audit findings disclosed that are requhgqfféé :
reported in accordance with MAAP regiii%tlons

i

Identification of programs tested:

Name of Program:

39
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Appendix D
AGENCY NAME
Schedule of Findings and Questioned Costs
DATE

Section II - Findings Required to be Réported under vaemmentAuditing Standards
Criteria -
Condition -
Cause -

Effect -

Recommendation -

Management Response -

s,
e
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Appendix D
AGENCY NAME
Scheduie of Findings and Questioned Costs
DATE

Section III - Findings and Questioned Costs for State and/or Federal Awards

Department Program Name and Agreement Number -

Criteria -

Condition -
Known Questioned Costs -
Likely Questioned Costs -
Context -

Cause -
Effect -

Questioned Costs -

Recommendation -5
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Appendix D
' AGENCY NAME
Schedule of Findings and Questioned Costs
DATE

Section IV - Status of Prior Year Findings
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APPENDIX E
AGREEMENT COMPLIANCE FORM

This section identifies compliance requirements that must be considered in audits of agreements between the Department
and a Community Agency. Below is a summary of required compliance tests as well as sections within the agreement
award relevant to such testing. Failure to comply with any of these areas could lead to material deficiencies.

X Review the Federal compliance requirements specific fo the following CFDA identifiers:
CFDA # 93.710 CFDA # CFDA #

OMB A-133 Compliance Supplement located at www.white house.gov/omb/circulars, ..

and review all the State compliance requirements listed below that apply to Federal Funds.

X Review the State compliance requirements in applicable areas spécified below:

X 1) INTERNAL CONTROL
X 2.) STANDARD ADMINISTRATIVE PRACTICES H:
A._ OMB A-110/Common Rule
General

Pre-award Requirements -
Financial and Program NEih
Property Standards
Procurement Stand

Standards for Bonding
Program Budget

Termination
After thiej

x 3) ACTIVITIES Rider A Section III

OMB A-21

-
b

PROCUREMENT AND SUSPENSION AND DEBARMENT

11.) PROGRAM INCOME

X 12 REPORTING ' Rider A Section IIL
X 13.) SUBRECIEPIENT MONITORING
X 14.) SPECIAL TESTS AND PROVISIONS
X 15) AGREEMENT SETTLEMENT: COST SHARING X
{Check all that are applicable) FEE FOR SERVICE
UNIT COST
LINE ITEM EXPENSE
OTHER (specify):
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Appendix F

Pro Forma
Community Agency: ABC Agency, Inc.
Fiscal Year End: 9/30/2008
Funding Department: Department of Health and Human Services
Agreement Number: CFS-08-1040
~Agreement Period: 7/1/07-6/30/08
-Agreement Amount: $180,000
Part I Acreement Totals
Revenue
1. Per Agrecment Budget 293,500
Agreement Adjustments
2. MaineCare/Program Expenses - (45,000)
3 Restricted United Way/Equipment (5,000)

4. In-Kind Revenue/Expenses _ (3,500)
5. Total Adjustments
6. Totals Available for Cost
Sharing 0
Part I Agreement Cost Sharing ‘
Funding Source . Budget %
7. Agreement # (state funds) 90,000 0
8. Agreement # (federal funds): 90,000 0
9, All Other 60,000 0
240,000 0
Department Allocated Due Dept.
Payments Expenses {Agency)

Notes to adiustmentss:
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PRO FORNMA

FEE FOR SERVICE
Community Agency: ABC Agency, Inc.
Fiscal Year End: 8730/2008
Funding Department Department of Health & Human Sesvices
Agreement Number DHHS: CFS-07-1050
Agreement Period: 10/1/2006 - 8/30/2007
Agreement Amount: $330,000
Program/Setvice: Subsidized Child Care Slots
A. ACTUAL UNITS PROVIDED AT THE APPROVED UNIT RATE
#of Units  |# of Units Provided)|
Unit of Measure recuired per per Service Rate
Service Name County | Agreement Reports per Unit Units x Rate
Cerder {Preschool) Oxford 700 125.00 Q.00
0.00 0.00
Home (Infant Care) Oxord 400 125.00 0.00
Home (Toddler Care) Oxdord 600 120.00 0.00}
Home (Preschool Care) Oxford _700 100.00 0.00
{Hiome (Schooiage Care) Oxford 300 85.00 0.00}
0.00 0.00}
0.00 0.00}
0.0C 0.00
Total Amount: 0.00|
B. li_LlGlﬁlLiTY AND REPORTING FUNDS % of Unils Dei_is{ered is iess than 75%, must complete Section C-2
. ﬁiii;er Total Units | TotalUnits | %ofUnits | TORE&R
agreement Reguired Reported Delivered A X %)
Child Care Services 2.900.00 2700 ' 0% -
C. SETTLEMENT
S it |Section 2 _ Etigibility and Reporting Funds

Section 3: Program improvement Funds anﬁ
Family Network Support Funds

P | Revenue P | Expense

10,160.00 10,100.00
FNS Revenue FNS Expense
40,000.00 40,000.00

1a. Total Amount from Section B:
1b. Totsl E & R Funds Received:

o, Amount due DHHS: |

0.00

9,900.00}

5,800.00}

Make Checks Payable " I reasurer, State of Maing”
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Appendix G
Agreement Closeout Report (ACR)

Actual
 Community Agency: ABC Agency, Inc.
Fiscal Year End: 9/30/2008
Funding Department: Department of Health and Human Services
Agreement Number: CFS-08-1040
Agreement Period: 7/1/07-6/30/08
Agreement Amount: - $180,000
Program/Service:  Teen Health
Part Agreement Totals - Revenue
1. PerFinancial Claim 293,750 281,250
Agreement Adjustments | :
2. MaineCare/Program Expenses (52,000)
3. " Restricted United Way/Equipment (4,500}
4. In-Kind Revenue/Expenses (3,500)
5. Available CFS-08-1040 10,000
6. Total Adjustments
7. Totals Available for Cost
Sharing
Part II Agreement Cost Sharing
Funding Source Expense Balance
8. Agreement # (state funds) 81,685 8,315
9. 81,685 8,315
10. 57,880 5,870
1. 221,250 22,500
Part 1 :
Allocated Due Dept.
Payments Expenses (Agency)
12. 170,000 163,370 6,630

Notes to adjustments: .
Line #5 To adjust CFS 08-1040 revenue per agency, $170,000 to agreement amount, $180,000 for cost sharing purposes.
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AGREEMENT SETTLEMENT FORM (ASF)
EEE FOR SERVICE

Community Agency: ABC Agency, Inc.

Fiscal Year End: 9/30/200%

Funding Department . Depantment of Health & Human Services
‘Agreement Number DHHS: CFS3-09-1050

Agreement Pericd: 10/1/08-9/30/09

Agreement Amount: $631,288
Program/Service: Subsidized Child Care Slots

A, ACTUAL UNITS PROVIDED AT THE APPROVED UNIT RATE
#of Units  |# of Units Provided

Unit of Measure required per perService - - Rate
Service Name County Agreement Reports per Unit Units x Rate
Center
Infants ‘ ) Any County 0| - 79.75
Toddlers Any County 1701 215.7588
Preschool Any County 1220 1,161.00
School Age Any County 340 422.50
School Age . |Any County 340 " 198.75
Family Child Care : ‘ i
Infants ' Any County 1,560.00
Toddlers Any County 0.00
Preschool Any County 4,290.00
School Age Any County 0.00
Center
Infants Any County 52,237.50
Toddlers Any County 153,605.00
Preschool Any County 98.056.25
School Age Any County 29,130.00
Family Child Care gk
Infants Any County | % 21.00 125.00 2,625.00
Toddlers Any County 235.50 ~ 115.00 27,082.50
Preschool 253.50 110.00 _27.,885.00
School Age 90.00 0.00}
Total Amount: 637, 4898.75
B. ELIGIBILITY AND REPOQ if % ofi _§-§_§Delivered is less than 75%, must complete Section C-2
Total Units % of Units FJ:;Z' EEaf‘n':d
. Reported Delivered : o
68 e . : {Amount X %)
Child Car Servicessiliil] 4847 8% T4,008.00
4
Service Fund: Section2  Eligibility and Reporting Funds
637,498.75 Ja. Total Amount from Section B: 14,008.00
82.,976.00 Ib. Total E & R Funds Received: 14,008.00
554 522.75
536,120.00 Jc. Amountdue DHHS: i 0.00
£ 536,120.00
f. Total DHHS _ 538,120.00
g. Amt. (due tue Agency (e-f) : . 0.00 JSection 4 Summary of Agreement Settlement Forms
Due DHHS Due Provider
Section 3: Program Improvement Funds JProgram improvement 0.00 0.00
Family Network Support 0.00 0.00
P i Revenue P | Expense Balance]F1 ASF.QRS 1,734.12 0.00
13,612.00 13,612.00 0.00JF1a ASF-Sec.C1 0.00 0.00
Fla ASF:Sec.C2 0.00 0.00
H.S. Family CC Home Admin Funds Revenue & Expense Balance| 1,734.12 0.00
5,364.00 5,364.00 0.00)TOTAL DUE 1,734.12 0.00
Make Checks Payable "Treasurer, State of Maine"
Agency Signature & Date DHHS Agreement Administrator Signature & Date
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APPENDIX H
AGREEMENT SETTLEMENT FORM
DOT/Passenger Transportation
D.0. T. SECTION 9
URBAN TRANPORTATION PROGRAM
DEFICIT FUNDING
Samople Community Agency

Fiscal Year Ending:

CFDAf#:

Project Name/No:
PIN#

Agreement Period:

Total Operating Costs $
Less:

Fares
Net Operating Deficit

Revenue:
Federal

State

Local

Total Revenues
Surplus/Deficit

Federal Participating Share

1. Amount of Non-Federal Funds Contributed:
State :
Local
Total Non-Fed

2. 50% of the net Project Costs:
Federal Share @ 50%

3. Operating Deficit After Adding Local Funds
But Before Adding UMTA Funds

Operating Costs S
Less:
Fares $
State h
Local $
Deficit Before 3
4.
s
hy
3
State Part
Max Authorized: $
State Share @ 50% 3
tate Share Paid $
State Over (Under) Pai $

Conclusion:

Purpose:

To determine whether the federal share of operating costs complies with federal requirements.
Participating shares paid can be no greater than the smallest of the following:

1. The amount of non-federal funds contributed;

2. 50% of the net project costs;

3. The operating deficit after adding local funds but before adding UMTA funds, or;

4. The maximum amount of the grant.

State Funds from MDOT cannot exceed the amount authorized, and in no event exceed 50% of the eligible deficit
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CFDA#:

Project Name/No:
PIN# ,
Agreement Period:

Gross Expenditures

Less:
Contra-Expenditures
Operating Revenue
Excess Unrestricted

Fed

Total Deductions

Net
Expenditures/Deficit

Federal Share
Maximum %

State Share
Maximum %
Amount Paid
Maximum Amount

Over (Under) Maximum

Summﬁl_'_[ :
Federal Over Paid
~ State Over Paid
Total Over Paid

Note: This form is used for all funds other than Section 9 - Urban Transportation Program Deficit Funding.

AGREEMENT SETTLEMENT FORM
DOT/Passenger Transportation
D.G.T. SECTION #
RURAL TRANSPORTATION PROGRAM
DEFICIT FUNDING

Sample Community Agency
Fiscal year Ending:

Operating Tota
$

$ $
$ $
$ $
$ $
$

Yo %
$ 3
$ $
$ $

Yo %
$ $ $
$ $ $
$ $ $ $

% % %
$ $ $ $
$ $ $ $
$ $ $ $

Including, but not limited to: Section 3, 16,0r 18 funds; JARC, Reverse Commute. ..
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AGREEMENT SETTLEMENT FORM
DOT/Passenger Transportation
LEASE AGREEMENTS

Sample Community Agency
Fiscal Year Ending:

CFDA#:

Project Name/No:
PIN#

Agreement Period:

_ CAPITAL
Gross Expenditure
Less:
Local Share

Net Expenditures/Deficit

Federal Participating Share
Maximum %

Amount Paid

Maximum Amount
Over(Under) Maximum

State Participating Share
“Maximum %

Amount Paid
Maximum Amount
Over(Under) Maximum

Summary
Federal Over(Under), Paid

State Over(Under)iPaid -
Total Over(Undgr)

[

[ &
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