PROVISIONAL ADOPTION
Rule-Making Cover Sheet

LR-2012-14

TQ:  Secretary of State

ATTN:  Adminisirative Procedine Officer

State House Station #101, Augusta, Maine 04333 TACERRG IO
FlidNa

1. Agency: Department of Health and Human Services, Finance,

Division of Andit MAR 28 201

IR

2 Agency Umbrella Unit and Number: 10-144 Sﬁoﬂﬁ:[: AH\’OF -ST AT‘E

3. Title of rule(s): Maine Uniform Accounting and Auditing Practices for Community Agencies.

4. Chapter number assigned to (he rule(s): Chapter a0

5. Date(s)/methiods(s) of notice: Notice of Rule-making 2011-P261 11/30/2011, Kennebec Jougnal,
Bangor Daily News, Lewiston Sug, Waterville Sentinel and Portland

Press Herald.

6. Date(s)/place(s) of hearing(s): Date: December 16, 2011
Place Departmont of Health and Human Services

4472 Civic Center Drive, Avgusta, Maine

7. Type of rule: [] new rule [] partial amendment(s) of existing rule

[] suspension of existing rule [} repenl of rule [ 1 emergency rule
[<] repeal and replaces complete replacement of existing chapter, with former version

= shmultaneously repealed

8. Name/phone of ageney contact person: Caroll P. Thompson, CPA, (207)-287-2775

9. Jf a major substantive Rule wnder Tifle 5, ¢.375, subchapter I-A, check one of the following:
X Provistonal adeption |1 Final adoption 1 Emergency adoption

10, Certifieation Statement: I, Mary C. Mayhew , hereby certify that the atfached is a
frue copy of the role(s), described above and is lawfully adopted by

The Department of Health and Homan Services on, 5 tg?él / 2 —
(name of agency) : / (dat
A, Ty,
(/ Slguature/

Mary C. Mayhew, Commissioner
Printed Name & Tifie

1L, Approved as to form and legality by the Attorney General on - // '2-/ 2.0/
(date)

%&—v'l——v —te CJ% LEZ e

S T 1N =T~ Siguature original signature, personalip-signed by an
D Emm@?[éﬂ“_\\flt—ﬁ ['f “\\{ Assistani Alforney Generat) ' /
- i l— i ] L rrareed C.a ﬁ)"«\{ 1, o
Ea. ’j Printed Name —

MAR 22 2012 1V

R AT AT T [ENETRE t s !
OFFIGE OF THE GEGIETARY OF STATE |
AJGUSTAMANE |

H
et searn -t

L v



o 10 44 Chapter 30 pagel
10-144

DEPARTMENT OF HEALTH AND HUMAN SERY ICES

Chapter 30

MAINE UNIFORM ACCOUNTING AND AUDITING
PRACTICES FOR COMMUNITY AGENCIES
(MAAP)

EFEECTIVE DATE
JULY 1,2012

Effective Janvary |, 1987

Amended Effective, July 1, 1989

Amended Effective December 28, 1996
Amended Effective Decembet 16, 2006
Repealed and Replaced Effective January 2,201

Repealed and Replaced — EMERGENCY - Cffective uly 1, 2011

Repealed and Reptaced — Bffective Ociober 4, 2011



B

02

03

MAAP RULES

TABLE OF CONTENTS

Page
APPLICABILITY AND DEFINITIONS
A. Ptpose and APPLCABIIILY woorviciverissiscsss s i
B.  Definitions......cocooomecee e e 2
ACCOUNTING AND FINANCIAL MANAGEMENT STANDARDS FOR
COMMURNITY AGENCIES
A Standards for Presentation of Financial STtEMENtS ... 7
1, Tt SANGATUS «coss. v oe s rereerereamses e sas e s 7
2. Departinent SENAAIAS c...coooovwriomsanns s 7
B. Standards for FInancial SUEMENES ......cowvmrssiims s s 8
C. Standards for Schedule of Expenditures of Department Agreements (SEDA)........oeees 8
D. Standards for Retention of Financial and Administrative Records....o 9
E. Taternal Control SEAIICANTS oo veseeeeee s ross s i arm et e s 10
. REPOFHNE THNELADIES .o covvrvisesees s 11
G. QAMGHIOIS. .+~ e e oe ettt e e e oo 11
AUDIT REQUIREMENTS
A Audit Responsibilities of Community AGEICIES - .cooeevssoseraes s st 12
i, Fedoral AUdit REGUITEIMENE cvv.vsriicerreirsmns s s 12
2. Depattment AU REQUIFEMENT .....ooovissiormsssissr s 12
B. Department Audit Reporting SEANAATS « e evecvransse s rreremsces ey s 13
L. L e 13
2. Report on Internal Control Over Financial REPOITNG ..o 13
3. REPOIT O COMPHANCE ...vvcrrierersmrrisiss o b s 13
4. Schedule of Findings and Questioned COSIS....mmrimimm e 14
C Audit Compliance Testing SERAAAS ... 15
i Testing of Agreements and 50% RBIE ..oovvrorvsissim s 15
2. Criteria for LOW-RISK AUIES ..o 16
3. IVEBHGITREEY -1 crrceveves oo 16
4 COMPHANGCE CRIIEFIA ... verevvivenremtss e e 17
4 TPAS REPOIS e s 17
5. TPA™S WOPKPAPEIS . cresvcsrars s s oot e 17
D. Diepattinent BXAMIAONS ...ovvevvoreorersisisessis s s s 17
STANDARD ADMINISTRATIVE REQUIREMENTS AND COMPLIANCE FOR
DEPARTMENT AGREEMENTS
A, Adoption of Federal OMB Circulars and Commen Rule s e 19
i APPHEADIELY .ot e 19
B. Compliance REGUIISINENLS ..ooovvvmvnr i DTSRRI 20
B Agreement Compliance.....omnen SO RO FUP YR RURPRRRPPPOTRS 20
. Administrative Requirements ... e 21
. COMEFACKAR] PEOCESS ... .ot eeeietimmes e s s s 21
2. Pros OB cooveiemeeee oo e TP U UV R U P UIOPUITIPS PSR 21
3. Revisions of Budgets and Program PIARs . 21
4. Cost Sharing Settiements (Multiple Funding SOUFCES) ..o e 22
23

5. Liquidation of QuiStanding BalanCes..... ..o

H0-144 Chapter 30 page it



__10-144 Cheprer 30 pige 1}

6. FXANTIIALION PLOCESS 11111 verereserseesiarassesmsessam s om0 23
D3 Department Appeals, Resolutions and Sanctions. ... e 23
1. APPEALS PROCEUUIES oo icrrovemisssrsss s s e 23
2 ReSORIION OF APDBALS L.evvvcoiriieres st 24
3. GEIEEIOIIS. . e o trm e e e e e 25

05 DEPARTMENT RESPONSIBILITIES
A. Administrative Responsibilities ... e s
B. Audit Oversight and Examination ReSPONSIBIHEIES corvrver e

ATPPENDICES

A - Schedule of Expenditures of Department Agreements (SHDA) i e 29
B - Inshruetions for Completion of Schedule of Expenditures of Department Agreementis.,31
C - Tustrative Auditor’s REPOrt o wsivmimsnnmmsss oo veerserersnsresarsunner 3%
D - Schedule of Findings and Questioned Costs.mmmoin. serreranssnarseeinsssbannes 360
E - Agreement Complinnee me....llO
T - 700 JFOEDIA suerarsrsesensssestussesstssistsionsssessssisbsst asasapmast i s an bR £3 10 vevesssenrrsssassnrasssassaseoss & 1
G - Agreement Closeout Repmtt&
H - Agreement Settlement FOrl o s



10-tebd Chapter 30 page 1

10 - 144 DEPARTMENT OTF HEALTTI AND HUMAN SERVICES

Chapter 30 MAINE UNIFORM ACCOUNTING AND AUDITING PRACTICES TOR
COMMUNITY AGENCIES

SECTION .01
APPLICABILITY AND DEFINITIONS
A PURPOSE AND APPLICABILITY

EFFLECTIVE DATE: July 1,2012

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

The Acconnting and Financial Management Standavds for Conumunity Agencies (Section
.02) provide a framework of standards of accountability over Department agrcement funds
received by community agencies. The rules proscribe internal control standards and financial
reporting standards for every community agency receiving agreement funding from the
Pepartment. Total amounts of agreemont expenditures will-determine whether community
agencies must submit entity-wide audited financial statements and a compliance audit or
veviewed entity-wide financial statements and supplemental Schedule of Expenditures of
Depastment Awards (SEDA). All community agencies with $50,000 or more of annual
agrcement expenditures are responsibte for a Schedule of Expenditures of Department

Agroements.

The Audit Requirements (Section .03) provide rules to assist Independent Public Accountants
(IPA) in auditing Department agreements with community agencies, The ruies define those
community agencies which must obtain andits of entity-wide financial statements and Schedule
of Expenditures of Department Agreements and compliance with applicable laws and regulations.
This document recopnizes 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 year to have an entity-wide financial audit conducted by a gualified IPA
and to have a compliance audit of the SEDA.

2. Communily agencies witlt fess than $500,000 per yeaf in tota) agreement expenses are
not required (o have an entity-wide financiai audit or compliance audit of the SEDA

conducted by a gualified IPA.

Standard Administeative Requirements and Compliance for Department agreements
(Scction .04) provide unitorm rules for Depariment agreements with community agencies 1o
include such arcas as standard cost principles, ane additional compliance requircments.

The Department Responsibilities (Section .03) define the dutics of Department program and
audit persomel in adminislering agreements under these rules.



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

DETINITIONS

Unless the contest clenrly reguires otheriise, the following terms shall have the folfowing meanings.

Agreement meansa legatly binding written docmment between Lo o more parties,
including, but not limited to, a document commonly referred to as accepted application,
proposal, prospectus, contract, grant, joint ot cooperative agreenent, purchase of service

or state aid.

Agreement amendment is a legally binding change or madification of the existing agreement.
Agrecmont funds means all agreement finds received by the community agency from
the Department that require a periodic financial or service claim to the Department for

settlement purposes. It includes Slate and Federal pass-throngh funds.

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

Budget is an ostimato of oxpenditures of a program during a given time period and the
means by which the expenditures wifl be financed.

Budget revision is an approved chauge or modification to the existing budget.
Client fees (private) are fees self-paid by clienis or covered by third party insurance.
Clicnt fees (program) are fees from agreement or MaineCare subsidized clients.

Commnuissioner means the Commissioner of the Maine Deparlment of Health and Human
Services, who has responsibility for the administration of this chapter.

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

Community agency (or Agency) means any public or private nonprofif organization,
firm, individual, partnership or business carporation operated for profit, which:

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

(b Receives public funds, either directly or indirectly, from one or nrore state
deparlments or agencies; and

¢) Is not an administrative unit of the Federal government oy State government.
, g

{d) Is not exclusively a general or psychiatric hospital within the meaning ot Maine
Administrative Procedures Act 10-144, Chapter | 12. '
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Continuation agreements are agreements with an end date that does not coincide with
Agency’s fiscal yeat.

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

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

Deparfment means the Mains Department of Health and Homan Services, as well as
ather 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 exnmination means actions determined to be necessary by the
Department’s Division of Audit, including, but not limited fo, analyses and/or testing of
reported agreement balances and transactions, provisions of internal control systems and
cotapliance with rules. Examinations conducted by the Depariment may be of a limited
scope and are not consiclered an andit under generally accepted auditing standards or
generally accepted government anditing standards.

Department review means a review by the Department’s Division of Audit of the
community agency’s submitted amal financial statements. A review may include desk
and/for quality control reviews or such other reviews as the Depattment may estnblish 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 Andit is the responsible audit group in the Maine Department of Health and
Human Services and the Maine Department of Transportation.

Federnl Mnds 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. [t includes Federal direct, indirect and pass-through funds from all sources.

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

Financinl/service elaims 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 Acconnting Principles (GAAP) are wniform minimum standards
and guidelines for financial accounting and reporting ordinarily employed by skilled
accountants and agreed upon by authoritative practitioners of recognized professional
standing, such as the Financiai Accounting Standards Board (FASB), Governmental
Accounting Standards Board (GASB) and other recognized professional bodies.

Generally Avcepted Auditing Standards (GAAS) are audiling standards promulgated
by the American Institute of Certified Public Accountants.
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Government Aundiling Standards are auditing standards promulgaied by the
Comptrolier General of the United States.

Independent Public Acconntant (TPA) means a person who complies with generally
accepted government auditing standards and who is one of the following:

a A licensed certificd public accountant or person working for a ticensed certified
: : P ] g
public accounting firm; or

{h) 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, §970.

Indivect expenses are costs that have heen incurred for common or joint objectives that
cannot be readily identified with a particular final cost abjective.

Inown questioned costs means a cost that is questioned by the auditor because of an
audit finding: .

() Which resulted from a violation or possible viojation of a provision of a law,
reguiation, contract, grant, cooperative agreemne, or other agreement oy document
governing the use of Agreement funds, including funds used to maich Agreement funds.
(b) Where the costs, at the time of the audit, are not supported by adequate
documentation; or

(¢) Where the costs incurred appear unreasonable and do not reflect the actions a prudent
person would take in the circumstances,

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

Major agreement is an agrecment o combination of agrecments {continuation
agreements) which purchase the same service with expenditures equal to or exceeding
$100,000 during the fiscal year of the agency.

Nonparticipating department is n department or division of State government other
than one defined as a Deparfment 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
garnings of which inures, oy may lawfully inure, to the benefit of any private shareholder

or individual.

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

Program income means gross income earned by the community agency that is divectly
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 projests, the sale of
commodities or items fabricated under an agreement, license fecs and royalties on patens
and copyrights and interest on toans made with agreement funds. MaineCare revenue,
whether fee for service, unit based or cost settled, is program income.
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34 Public means a municipal, county or other governmental body that is a pelitical
subdivision within the state.

35. Restricted revenne is income from organizations or individuals that require the funds to
be used for a specific purpose ol program by the donor,

36. Rislk pool means utilizing and assessing risk factors for determining the need for an
examination of an agreement. Such risk faclors may include the value of the agreement

and prior and current community agency historical profile.

37 Service aren means the name of the program or the type of service being funded through
a Department agreement.

38. Single audit means an audit made pursuant {o Federal OMB Circular A-133 orany
subsequent revisions to that circular, The single audit must be condusted by a qualified

independent public accountant.

39, Social service means any socinl services program funded in whale or in part through an
agreoment issued by the Department. MaineCare funding, whether cost-based or fee for
service, is excluded vniess MaineCare specifically is identified as a social service
program in an agresment awayrd, (Nole 1)

40. S{ate funds mean those State funds received by a community agency direcily from a State
departmenti, burean, office or agency that do not represent Federal pass-through funds.

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

subrecipient to a lower tier subrecipient.

42 Subrecipient means the legal entity to which a sub-contract is made and which is
accountable to the recipient for the use of the funds provided. Guidance for
distingunishing beiween a subrecipient and & vendor is provided in Federal Circular OMB

A-133,§__210.

43. Tier | agency is a community agency with less than $500,000 in total anhual agreement
expenditures of agrecment funding from the Department.

44, Ticr 2 ngency is a community agency with $500,000 or more in total annual agreemont
expenditures of agreement funding from the Department.

45. Unrestricted revenue is revenue fron funding sources (o a community agency that is not
restricted for a specific purpose or program by the donor.

46, Vendor means a dealer, distributor, merchant, or other sellors providing goods or
services that are required for the conduct of a State or Federal program. These goods or
services may be Tor an organization’s 0w 4se or for the use of beneficiarics of the Siate
or Federal program. Guidance for distinguishing between a subrecipient and a vendor is
provided in Federal Circular OMB A-133. 4 2
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Note | - “Social services” includes, but is not fimited to social, correctional, legal, health,
medical, mental health, developmental disability, rehabilitation, substance abuse, transportation
services, programs for children, juveniles, teens and adulis, families and the clderly.
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SECTION .02

ACCOUNTING AND FINANCIAL MANAGEMENT STANDARDS
FOR COMMUNITY AGENCIES

SUMMARY: Ta outline minimum standards for the presentation of financial statements and the Schedule
of Expenditures of Department Agreements (SEDA), doltar thresholds for presentation of financial
statements and the SEDA, record retention standards, interat control standards and timetables for

reporting.
A STANDARDS FOR PRESENTATION OT FINANCIAL STATEMENTS

Responsibility for financial statements - Commmity agencies wilt be required to submit audited
entity-wide financial statements and compliance audit to sach Tunding Department if ammual
agreement expenditures equal or exceed $500,000. Communily agencies with annal agreement
expendifures of at least £100,000 but less than $500,600 will be required to submit entity-wide
financial statements and the supplemental SEDA that have been reviewed by a qualificd IPA.
Agreement expendifures are the amount of agreement funds earned on the financial claims

submitted to the Department.
I, Yederal Standards

If the community agency is required to have a single audit of financial statements in
accordance with OMB Circular A-133, that andit should be condueted and reported in
accordance with those standards and should include ail Federat 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 fedoral audit requirement through a program-
specific andit as specified in OMB Cireular 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
(a) TIER 1- Less than $100,000

If a community agency has jess than $100,000 in total annual agreement
expenditures of agreement funding from the Department, o entity-wide financial

statements are required.
{b) Tier 1 — Between $100,000 and $500,000

Communily agencies with total annual agreement expenditures of $100,000, but
iess than $500,000, must have an entity-wide review of its financial statemenis
and supplemental SEDA conducted by a qualified [PA.

Tier | option - A community ageney within Tier 1 may opt to fotlow the rules for
audits and reporting under Tier 2.
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{c) TIER 2 - Aundited Financinl Statements

If a community agency has $500,000 or greater in total annual agreement
expenditures of agrecment funding from the Departinent, 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 gualified IPA in accordance with Section .03

of these rules.

B STANDARDS FOR TINANCIAL STATEMENTS (Fier 2 and Tier 1 with Department
Expenditures of $100,000 or more) '

i,

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

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

Presentation of financial slatements: Financial statements must be prepaved annually. The
basic financinl statements shall consist of those statements and disclosures required by
Generally Accepted Accounting Principles for the community agency.

{a) For Tier 2 agencies, the financial statements of a community agency musl be
audited on an eptity-wide basis in accordance with Generally Accepted Auditing

Standards and Govermment Auditing Standards.

The audited financial statements must be aceompanied by the audited SEDA.

(M For Tier 1 agencies with annual agreement expenditures of at least $100,000 but
Jess than $500,000, the financial statements of a community agency must be
reviewed in accordance with Statement on Standatds and Review Services

(SSARS) No. 19, Compilation and Review Services.

The reviewed financial statements must be accompanied by the reviewed SEDA,

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

Purpose — The SEDA provides the Department with information identifying agreement
expenditures based on the Agreement Close-out Report(s) (ACR) and interim quarterly
reports submitted to the Department during the current fiscal year. When an agency has a
fisca year end that does not match up to the interim quarterly report period, the agency
will obtain the necessary interim financial information from its accounting records.

{a) MAAP Tier 1:

A communily agency that annually expends at least $50,000 bt less than
$100,900 of agreement funds must preparc the SEDA and submit to the Division

of Audit in accordance with these rules.
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A community agency that annually expends at least $100,000, but less than
£500,000 of agreement funds must prepare the SEDA. The Agency’s [PA must
review the SEDA and issue a report. This SEDA and 1PA report must
accompany the annual reviewed financial stalements submitied to the

Department.
(b MAAP Tier 2:
The community agency must prepate the SEDA. The Agency’s IPA must issue

an aundit report on the SEDA, This SEDA and IPA report must accompany the
annal audited financial statements submitied to the Division of Audit.

Required format

(a) Rach agreement with expenditures during the current year must be identified by State

department, division or office, agreement number, agreement amount, agreement
terin, service area, agreement status, and related Federal and State expenses.

(tr) The method of settfement referenced in the Agreement Compliance Section of
the agreement will determine thie 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.

(d) The expenditures on the SEDA must represent only the Department portion of
the claimed expenses.

{(e) 1f financial claims submitted to the Department ¢ross two or more fiscal years,
the community agency should review the make-up of the claims to determine
what portion of the claimed expenses belongs to the cuirrent 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 actual Departiment cost sharing percentago.

(D The SEDA must contain notes that, ata minimum, identify agreements tested and
the percentage of agreements tested.

SEDA supporting documentation - Financial records and/or worksheets must be available
to support financial claims submitted to the Departiment. 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 requoest to the

Division of Audit.

STANDARDS FOR RETENTION OF FINANCIAL AND ADMINISTRATIVE RECORDS

rinancial records for agreements and supporting documentation under these rules must be
vetained for a period of three (3) years from the date of submission of the final

expenditure report with the following exceptions:
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(r) I any litigation, claim, audit, examination or appeal is started before the expiration
of the 3-year period, the records shall be retained until all iitigation, claims or audit
findings involving the records have been resolved and final action taken.

(b Records for real property and equipment acquired with Federal funds shall be
vetained for 3 years after final disposition.

INTERNAL CONTROL STANDARDS

Community agencies shall establish and maintain internal controls to achieve the organization’s
goals and abjectives. lnlernal controls shall be desigied to provide reasonable assurance about the
achievement of the community agency’s objectives with regard to the relinbility of financial
reporting, effectiveness and efficiency of operalions, and compliance with applicable rules and
regnlations. Internal control standards shall consist of the following five intervclated components.

[ 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
faciors include the integrity, ethical values, management’s operating style, delegation of
authority systems, as well as he processes for managing and developing people in the

organization,

2. Risk Assessment: Risk assessment is the communily agency’s identification and analysis
of relevant risks to achievement of ifs 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 carvied out. They help ensure that necessary actions are taken
to addross risks to achicvement of the community agency’s objectives. Control activities
oceur throughout the organization, at all levels and in at] functions. They include a range
of activities as diverse as approvals, authorizations, verifications, reconciliations, reviews
of operating performance, securily of assets and segregation of duties.

4. Information and conmmunication: Information and conumunication systems support the
identification, capture, and exchange of information in a form and time frame that enable
people to carry oul their respounsibilities. Information and communication systems play a
key role in internal control systems as they produce yeports, including operational,
financial and compliance-related information that make it possible to run and control the

comnminity agency.

5. Monitoring: Monitoring is a process that assesses the quality of internal conlrol
performance over time. This is accomplished through ongoing monitoting activities or
separate evaluations. Internal contro! deficiencies detected through these monitoring
activities should be repotted wupstream, and corrective actions should be taken fo enswé

continuous improvement of the system.
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REPORTING TIMETABLLES
Community agencies will submit reports and the SEDA as follows:

1. Tier | agencies with total annual agreement expenditures of at least $50,000, bul less than
$106,000, must submit the SEDA ho later than four (4) months after theiv fiscal year
end. The SEDA must be signed and dated by an appropriate manager o administrator

certifying to its accuracy.

2. Tier | agencies with fotal annual agreement expenditures of at teast $100,000, but less
than $500,000, must submit the reviewed entity-wide financial statements and the
reviewed supplemental SEDA no later {han six months after the fiscal year end of the

communiky agency.

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

4. Tier | and Tier 2 agencies that fall under the audit requirements of OMI Circutar A-133
must submit the entity-wide financial stalements, the SEDA and the Federal OMB
Cirenlar A-133 reporting package no later than nine (9) months after the fiseal year end

of the community agency.

5. Cost allocation plans due to the Maine Deparfment of Transportation are due no later than
four (4) months after the fiscal year end of the Tier | community agency, and nine {9)
months after the fiscal year end of the Tier 2 community agency.

6. Electronic submission is recommended and should be sent to diihs.audit@maine.gov for
submission to the Maine Department of Health and Humman Services. Electronic
submissions to the Maine Department of Transportation should be senf to

OfficeofAudit. MaineDOT@maine.gov. State personnel who require a copy of the

MAAP report for a community agency should contact the Division of Audit for the
Maine DHHS or the Office of Audit for the Maine DOT.

7. The Department may grant an extension ol report submission for good cause.

SANCTIONS

i, Tailure to follow the reporting timetables in accordance with this part, may result in
Department sanctions such as:

(a) Withholding a percentage of Department awards until the audit is completed
saiisfactorily.

(b) Withholding or disaliowing indirect costs;
{(c) Suspending Department agreements vutil the audit is conducted, or

() Terminating the Department award,
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SECTION .03

AUDIT REQUIREMENTS

SUMMARY: This section presenis requirements lo community agencies and IPAs for audits of
community agencies under these rules and to Department audit personnel for Department examinations of

community agency agreemonts.

A AUDIT RESPONSIBILITIES OF COMMUNITY AGENCIES

Community agencios and IPAs must anderstand the requirements of both Federal and Department
audit requivements and they are as follows:

1.

Federal Andit Requirement

Communily agencies are responsible for obtaining audits that satisfy Federal andit
requirenents bt accordance with OMB Circular A-133. All Federal audits for commumity
agencies will be performet by a qualified IPA. Department auditors will be responsible
for providing the necessary oversight of these audits to assure adequate coverage of pass-
throngh Federal awards to cominunity agencies.

If the comimunity agency can satisfy its Tederal audit requirement through a program-
specific audit as specified in OMB Circular A-133, §__235, and its Federal funds ate the
only agrecment amounis awarded by the Department, that audit will satisfy the audit
requivement of these rules.

Department Audit Requirement

All community agencies within Tier 2 (or within Tier | but opting for a Tier 2 athit) 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 inall material respects in
conformity with Generally Accepted Accounting Principles. The IPA shall also
determine whether the SEDA is presented fairly in ali 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 generaily
accepted in the United States of America and the standards applicable to financial
audits contained in Goverminenl Auditing Stemdards (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 controis over Department
programs sufficient to plan the audit to support a jow assessed level of control
visk for ali programs tested. )

(Y Lxcept as provided it paragraph 2(e) of this section, the 1PA shall plan and
perform testing of internal controls over programs tested o suppotrt a tow
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assessed level of controt risk for the assertions relevant to the compliance
requirements for each program tested.

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

) Iy addition to the requirements of the Yellow Book, the IPA shal 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 any of its prograns.

{g) The compliance testing shall include tests of transactions and such other auditing
procedures necessary to provide the JPA sufficient evidence to support an

opinion on compliance,

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

DEPARTMENT AUDIT REPORTING STANDARDS

The 1PA will issue the following reporis as 4 result of nudits of conymunity agencies in
accordance with these rules.

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

1. Independent Anditors’ Report on the entity-wide financial statenents of the
community agency for the fiscal year. The audit should be conducted in accordance with
Generally Accepted Auditing Standards and Govermmient Auditing Stendards. The report
should also inctude an opinion {or disclaimer of opinion) as to whether the Scheduie of
Expenditures of Department Agreements is presented fairly in all matetial respects in
velation to the financial statements taken as a whole,

2 Report on Internal Control Over Tinancial Reporiing 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 audits performed in
accordance with Government Auditing Stemdards.

Report on Compliance with Reguirements That Could Have a Direct and Material
Effect on Bach Major Program and on Tnternal Control Over Complianee in
Accordance with Maine Uniform Accounting and Auditing Practices {or
Community Agencies. This report is modeled after the report required by Federal
Circular OMB A-133.

e
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4, Schedule of Findings and Questioned Costs shall include the following four components:

(a)

(b)

{c)

A summary of the TPA’s results which shall include:

(iy  Thetype ofreport the IPA issued on the financial statements of the
communily agency (1.e., unqualified opinion, qualified opinion, adverse
opinion, or diselaimer of opinion).

(i) 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.

(iiiy A statementasio whether the audit disclosed any noncompliance which
is malerial to the financial statements of ihe contmunity agency.

(iv) Where applicable, & statement that significant deficiencies in internnl
confrol over programs tested were disclosed by the audit and whether
any such conditions were material weakuesses.

(V) The type ol report the IPA issued on compliance for programs tested
(i.e., ungualified opinion, qualified opinion, adverse opinion, oF
disclaimer of opinion).

(viy An identification of all programs tested.

Findings relating to the financial statements, which are required to be reported in
accardance with Government Audiling Stemdiends.

Findings and questioned costs for Department agrecments which shall be
presented in sufficient detaii for the community agency o prepare a corrective
action plan and take corrective action to allow the Department {o isstie a
management decision regarding the corvective action. Findings shall include the

following detail:

(i Name: Department program nanie as identified on the contract and
agreement number. . :

(i) Criteria: The criteria or specific requirement upon which the audit
finding is based, including statutory, regulatory, or other cilation.

(i)  Conditlon: The condition found, ineluding facts that support the
deficiency identified in the audit finding.

{ivy  I{nown Questioned Costs: ldentification of all questioned costs equal lo
or exceeding $1,000 and how they were computed.

{v) Lilely Questioned Costs: identification of all likely questioned costs
equal to or exceeding $1 000 and how they were computed.

Vi) Context: information to rovide proper perspective for jud ing the
. p ! perspe |
prevalence and consequences of the audit finding, such as whether the
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audit finding represents an isolated instance or a systematic problem.
Where appropriate, instaices identified shall be refated to the universe and
the number of cases examined and be quantified in terms of dollar value,

(vii)  Canse: A brief explanation of what caused the finding should be detailed.

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

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

(x) Vanagement yesponse/eorreetive action: Views of responsibie
officials of the community agency detailing corrective action taken or
planned by the conumunity agency. Elements should include corrective
action taken or planned, estimated dates the corrective action was taken
or planned, and the official responsible for the corrective action.

Prior year items - The IPA 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 scheduole must state there were none.

C. AUDIT COMPLIANCE TESTING STANDARDS

This standard applies to IPAs in the performance of audits of commumity agencies in Tier 2 and
those in Tier | opting for audits undet this rule.

1. Testing of Agreements and 50% Rule

(a)

(b)

(c)

()

Alf agreements selccted for testing must be tested for compliance and internal
control over compliance.

The determination of which agreements to test mast be based oi 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. 1¥ the
auditee meets the criteria in Section .03 C. 2. for low-risk auditee, the auditor
need only audit as major programs Departiment programs with awards expended
that, in the agpregate, encompass at Jeast 25% of total Department awards
expended. The IPA shall use a visk-based approach to detertine which
Deopartment agreements should be selected for testing, This risk-based approach
shall include consideration of eurrent and prior awdit experience, oversight by
Federal and State agencies, and the inherent risk to the Department agreements.

All major agreements must be tested at least once every three years. If the
inclusion of these agreenents sipnificantly raises the percentage tested, the IPA
and the Division of Audit can agree, in writing, oa a plan of action.

For DDepartiment agreements that do not recancile to the agency’s fiscal year end
{stub agreement) where there is a preceding or subsequent agreement that purchases
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ihe same service(s) (continuation agreement), the expenditures for these agreements
must be combined and considered in the major agreement deterntination.

Criterin for Low-Risl Awditee

An anditee which meets ali of the following conditions shall qualify as a low-risk andites
and be eligible for rechuiced audit coverage in accordance with Section .03 C. 1.(b).

{a) MAAP audits were performed on an annual basis in accordance with the provisions
of this part and submitted by the due date to the Division of Audit for the last two
years.

{b) The auditor’s opinions on the financial statements and the SEDA were ungualified

for the last fwo audits. However, the Division of Audit may judge that an opinion
qualification does not affect the management of Department awards and provide a

watver.

() There were no deficiencies in internal control which were identified as material
weaknesses under the requirements of GAGAS for the last hwo audits. However,
the Division of Audit may judge any indentificd material weaknesses that do not
affect the management of Department awards and provide a waiver.

{h None of the Department programs had audit findings from any of the following in
gither of the preceding two years in which they were classified as a major prograny:

{n Internal control deficiencies which were identified as material weaknesses

() Noncompliance with the provisions ol laws, regulations, contracts, or grant
agreements which have a materin] effect on the major program; or

3 Known or likely guestioned cosis that exceed five percent of the total
Departiment awards expended.

{©) The agency had no findings for (he last two examination veports issucd by the
DHHS Division of Audit or the DOT Office of Audit. However, the Division of
Audit may judge any finding issued as not significant and provide a waivet.

Materiality — Materiality for compliance testing is based at the agreement budget level.

For cost settled agreements, total expenses in the categories of personnel and all ofher
should not exceed the budgeted amount for that category by 10% or §1 0,000, whichever

is greater.

For cost settied agreements, fotal expenses in the ealegory of equipment shoutd not
exceed the budgeted amount by 10% or $1,000, whichever is greater.

For cost settled agreements, lotal expenses per subcontract should not exceed the
budgeted amouni by 10% or $1,000, whichever is greater.
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Compliance Criteria - The compliance criieria to be tested are those specified in the
agreeiment compliance section and Section .04 of these rules.

TPA’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 communily agency has knowledge of Federal and Department regulations and
has procedures in place o safeguard Department funds (administrative controls).

(b) Costs are in accordance with the applicable Federal circutars, MAAY regulations,
and any exceptions identified in the agreement award.

{c) The allocation of costs either dircetly or indirectly is equitable (it cost settled).

{c) The final costs claimed by the community agency are within the thresholds
related to budget revisions (if cost setticd).

(¢) The communily agency has a system in place to monitor agrcement advances and
ensure interest from advances is reimbursed to the Department in accordance

wiih applicable federal circulars.

(f All obligations due the Departiaent are liquidated within 90 days after the
termination of an agrcement.

(&) Costs are for the services identified in the agreenient program (if cost seftied).
{h) Services are anly provided 1o eligible clients (il applicable).

(1) 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 proper}y monitored (il applicable).

(h The community agency has adhered to any speeial conditions identified in the
agreenent.

DEPARTMENT XoXAMINATIONS

The Department may requirc or pesform Departinent examinations of communily agencies under

the following circumstances:

2.

As a resuit of the risk pool process.

At the request of the community agency.
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At the request of a State department as & 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 conlrols over agreement funds or assels.

As a result of desk reviews or quality control reviews of audit reports that indicale
substantial inadequacies exist with the audit. However, inadequacies in entity-wide audits

are expected fo be resolved by the community agency in conjunction with its 1PA.

As a result of State recognition of potential irregularities or iliegal acts.

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

Field visits shall be coordinated for communily agencics funded by both DHHS and DOT.
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SECTION .04

STANDARD ADM INISTRATIVE REQUIREMENTS AND COMPLIANCE FOR

DEPARTMENT AGREEMENTS

SUMMARY: This section establishes the adoption of OMB Circulars and ofher Federal and Department

guidance applicable to the agreements

between Community Agencies and the Department. Compliance

and administrative requirements aré outlined, including the appeals procedure for the appeals and
resolution of financial issues arising from audits and Department examinations.

A,

ADOPTION OF FEDERAL OMDB CTRCULARS AND COMMON RULE

Administrative requirements and cost principles applic

able to Federal funds are adopted as being

applicable to Deparlment funded agrecmen(s.

i.

Aypplicability

The Department will apply the following federal administrative requirements and cost
principtes to the following ontities:

(a)

()

{c)

(dy

Nonprofit Entity

D) Office of Management and Budget (OMB) Ciroular A-11 0, “Uniform
Administrative Requirements for Grants and Agreements with Institutions
of Higher Education, Hospitals and Other Non-Prafit Organizations™

(ii) Office of Management and Budget (OMB) Cirenlar A-122, “Cost
Principles for Non- Profit Organizations”.

Educational Entity

§)] Office of Management and Budget {OMB) Circular A-1 10, “Uniform
Administrative Requirements for Grants and Agreements with Institutions
of Higher Edueation, Hospitals and Other Non-Profit Organizations”.

(i7) Office of Management and Budget (OMB) Circutar A-21, “Cost
Principles for Educational Institations™.

Public Entity

(i) Office of Management and Budget (OMB) Circular A-1 02 (Common Ruie),
«Grants and Cooperative Agreements with State and Local Governments”

{H) Office of Management and Budget (OMB) Circutar A-87, “Cost
Principles for State and Local Governments”.

For-Profit Entity

(i) Office of Management and Budget (OMB) Circular A-102 (Common Rule},

scyrants and Cooperative Agreements with State and 1.ocal Governmenis”.
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(i1) Office of Managemen! and Budget (OMB) Circular A-§7, “Cost
Principles for State and Lacal Governments”

B. COMPLIANCE REQUIREMENTS

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

1. Agreement Compliance

(m)

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 that reference specific agreement condilions that
could lead to material non-compliance:

¢ Bonding Requitement

o Budget Compliance

o Activitics Allowed or Unallowed

s Allowable Costs/Cost Principles

« Cash Management

« Davis-Bacon Act

»  Eligibility

+ Equipment and Real Property Management

«  Matching Leve! of Effort, Earmarking

+  Period of Availability of Federal and State Funds

+ Procurement and Suspension and Debarment

» Program Income

» Real Praperty Acquisition/Relocation Assislance

s Reporting

«  Subrecipient Monitoring

o Special Tests And Provisions

These areas ol compliance, as applicabie, must be specifically referenced in each
apreement with the community agency.
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C. ADMINISTRATIVE REQU IREMENTS

[ Contractnal Process

(a)

(b)

(e)

Communily agencies enter inio agreements with the Department {0 provide
poods and/or services.

All agreements with the Department include the agreement number, the
agreement terms, the scope of goods and/for services o be provided, compliance
requirements, method of payment, agreement budget, method of setttement, pro
forma seltlement, the types of reports due to the Department and the due dates of

any required reports.
All agreements ar¢ administered by a Department agrecment administralor.

The Department agreement administrator is responsible for administering the
agreement during the agreement period. "This inctudes approval authority for all
payments made to the community agency, approvai authority to any budget of
budget revisions submitted to the Department by thie community ageney,
agreement seltlements and tiquidation of al} outstanding balances due to or from

the Department.

Review and approval of comiunity agency submissions by the Depatiment doss
not refieve the community ageucy from being audited according io MAAP and
federal regulations in cases where this approval may be counter to MAAP and

federal regulations.

2. Pro Forma

()

(b

The agrecment must include a pro forma that clearly identifies the steps
necessary to reach an accurate seitlemetit.

Community agencies entering info Department pgreements must follow the cast
sharing methodology described in the agresment and as reflected in the pro forma
included in the agreement document except as detailed in (¢ below,

Cominunily 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
éxpense as an 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 fedeval
cireulars, progran regulations and MAAP restrictions, the final settlement to the
Department must be based on the actual restrictions even though not consistent

with the agreement pro forma.

3. 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:
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4.

(a) The total expenses in personnet and all other category exceed the budgeied amouitt
for that category by at least ten percent or $10,000, whichever is greater,

{b) The total expenses per subcontract vary from the budgeted amount by at least
10% or $§,000, whichever is greater.

() ‘The total expenses in the equipment category exceed the budgeted amount by at
least 10% or $1,000, whichever is greater,

(d) The total agency commitment differs from the budgeted amound,

The community agency must request a budget revision at teast thirty (30) days prior {6
the agreement termination date. 1f 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 adjnsted on the agreement seltlement form

prior to cost sharing,
Cost Shaving Settlements

The Department enters inlo agreements where the Depariment participates in programs
with multiple funding sources. Below arc Departiment cost sharing principles to be
followed in the budgeting and settiement process:

{a) Unrestricted revenues shall be specifically identified as such in the agreement
budget. These amounts are comprised of revenues such as private client fees and
the community agency’s copnmitment to the program. The agency’s stated
commitment to the program shatl be included in the final settlement whether or
not the community agency transferred these funds fo the program. Al unrestricted
revenues are (o be cost shared in the final settlement with the Department.

(b Restricted revenus must be eliminated against program expenses dollar tor dollar
prior to cost sharing.

() Revenue from other federal and siate funding sources that are not considered
agreement vevenne must be eliminated against program expense doliar for deliar

prior to cost sharing.

() Program income such as client fees (program) must be eliminated against
program expenses doltar for doflar prior 1o cost sharing. Client fees (private)
must be made available for cost sharing, unless specifically vestricted against
identified expenses in the budgeting process.

(e) Al MaineCare revenue, whether fee for service, unit based or cost settled, must
be eliminated dollar for dollar against expense prior 10 cost sharing,

(N An agency must eliminate all in-kind revenue and expenses prior to cosl sharing.
In-kind revenue and expenses ate third party non-cash {ransactions that add
benefits to a program.
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(&) An agency must eliminate all subcontiact revenues and related expenses prior (o
cost sharing.

(I If an agreement award has multiple pro formas, a final setttement must be
prepared consistent {o the pro formas.

(i) The final financial report (agreement closeout report) must include the total
Depariment agreement amount less any subcontract amonnd as available revenue

for seitiement purposes.
Liguidation 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 Department may charge interest based on the U.S. Treasury, Cash
Management Improvement Act (CMIA}.

Examination Process

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

{b) The Division of Audit will perform a desk review for Tier 1 A-133 and Tier 2
conununity agencies to determine compliance with the agreement, MAAP, and
Federal Circular A-133 requirements, if applicable.

{c) The Division of Awit shall prepare an examination report of community
agencios selected for Department examination. The results will be communicated

to the conununity agency and the Department.

{d) 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 responsive to all recommendations and full payment of any balances
due. Failure to comply within the atlotted time may resuit in sanctions being
applied by the Department as described in Section .02 G.

() Periodically, the Division of Audit may elect to perform a quality control review
of IPA’s workpapers

DEPARTMENT APPEALS, RESOLUTIONS AND SANCTIONS

Appeals Procedures
Step a - Director of Audit ~ Maine DHHS and Maine DOT

A communily agency may appeal, in writing, the findings of a Department
examination by submitting a letter of appeal in writing 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



10144 Chapter 30 page 24

must be addressed to the Direclor of the Division of Audit at the Maine DHHS or
to the Director of the Office of Audit at the Maine DOT.

The Director or the Divector’s designee will initiate a veview of the audit appeal
and will, as needed, consult with program management vesponsible for the
affected agreemonts, agreement administrators, and other applicable and

appropriate staff.

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

Step b - Agency appeal of Director of Division/Office of Audit Decision

t. Maine DHHS

If the community agency wishes to proceed further in its appeal, it may appeal to
the DHHS Office of Administrative Hearings by submilting a notice of appeal in
writing within sixty (60} days of veceiving the decision fram the Director of the
Division of Audit. The issue(s) on appeal will be limited to what was raised af the
Step a appeal. The hearing will be an Order of Reference appeal hearing. The
hearing officer will issue a recommended decision to the Cotnmissioner, who

will issue a final decision,

2. Maine DOT

I the communily agency wishes to proceed in its appeal, it may appeal to the
Commissioner of Maine DOT within sixty (60) days of receiving the decision
fiom the Director of the Office of Audit. The issue(s) on appeal will be fimited to
what was raised at the Step a appeal. The DOT Comm issioner will issue the final

decision.
Step ¢ - Judicial appeal - Maine DHHS and Maine DOT

The communily agency may appeal the DHHS or DOT Commissioner final
decision by filing an appeal with: the Maine Superior Court pursuant to the Maine
Rules of Civil Procedure, Rule 80C and 5 M.R.S.A. §11001, et seq.

Resolution of Appeals
When fhe communily agency chooses not to further pursue its appeal, or the appeal
process has been exhausted, or the Depariment and community agency reach agreement,

a letter will be sent by the Department confirming the tetms of the seitlement or
clarifying the terms of the Commissioner’s final decision.

The community agency must within thirty (30) days of receipt of the letter, as applicable;

{a) Make full payment of any balance due;
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(" If full payment cannot be made for good cause, the agency will make
arrangement for a repayment plan acceptable to the Department,

{c) The agency will also submit a corvective action plan acceptable to the
Departitent regarding any findings noted in the examination report.

Sonctions

(a) Failure to comply with Section .04 1. 2. above, may result in sanclions being
applied by the Departnient as described in Section .02 (.

{In} The Depariment may vefer the matter over to the Atforney Generalortoa
collection agency.
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SECTION .05
DEPARTMENT RESPONSIBILITIES

es for administering agreements with Community

Agencies in accordance with MAAP and federal regulations. Specific Departinent responsibilities shall, at
a minimum, include the following:

A ADMINISTRATIVE RESP ONSIBILITIES

4.

6.

To prepare requests for proposals for agreements with community agencies.

To negotiate agrecments with community agencies that contain applicable accounting and
administrative requirements contained within these rules.

To ensire cach agreement botween the Deparfment and the cominunily agency includes
an Agreement Compliance Section and a pro forma.

(a) Agreement Compliance Section

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

{h) Pro Forma Agreement Closeout Report

Each agreement shall contain a pro forma to illustrate the close-out method to be
applied. Tilustrative 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 arca must
b identified and cross-referenced to the agreement. In addition, a separate page
must be inserted in the agrecment which specifies the compliance tequirements.

To provide technical advice to community agencies and 1PAs 10 assist them in
anderstanding their responsibilities under the agreement.

To monitor agreement fiscal and program performance.
To resolve agreement balances resulting from audits and examinations.

To apply sanctions s described in Section .02 G when necessary.
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AUDIT OVERSIGHT AND EXAMINATION RESPONSIBILITIES

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

9.

1

To perform Department examinations of community agency records.

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

To conduet desk reviews of audits of community agencicé performed by 1PAs.
To conduet quality control roviews of selected 1PAs’ audits.

To review the communily agency’s SEDA.

To prepare examination reports for agreements administered by the Department.

T review agreement pro formas for conformity to achieve a fair and equitable settlement
which complies with all applicable rutes and regulations.

f'o assess risk for Department exantinations associated with community agencies. Ata
minimum, such factors as frequency of audit, past history, level of agreement funding,
etc. miay be considered.

Tao provide the necessary training concerning the yegulatory requirements of this Act.
To provide technical advice and act as a liaison between all interested pasties.

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

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

To advise Department management of community agencies materiatly not complying
with the MAAP reporting requirements,
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Appendix C
Tiustrative Auditor’s Report

Report on Compliance with Requirements That Could Have a Direct and interial Yffect on Each
Major Program and on Internal Control over Compliance in Accordance with Maine Uniform
Accounting and Aundifing Practices for Comnumnily Agencies.

(Unguiadified Opiulon on Compliance; No Muferial Weaknesses or Significant Deficicncies it Internal
Control Over Complinnce Idenilfied)

Independent Auditor’s Report

(Addressee)

Complianee
L

We have audited Sample Community Agency’s compliance with' 1e’t§ﬁ<‘;§,of conpliance requirements
described in the Maine Uniform Accounting and Auditing Practices for Cfo':}égnuniﬁe_ﬂgencies (MAAD),
and with the requirements in the Contract Compliance Rides(s) 61’ the Ageué;‘;?s agreement(s) with the
Miaine Department of Heallh and Human Services and the, Maine Dipariment &f Transportation (the

i z

Department) that could have a divect and material effediion cagh of SéﬁE}ilé"Cbnnmmily Agency’s major

Deparlment agreements for the year ended June 30, 20X X. Sai’xi]%jg Cofiitnunity Agency’s major
Department programs are identified in the summiry oflduditor’s resiiits selition of the accompanying
sehedule of findings and questioned costs. Coj)‘}]'?}liance wilh the reqizircmenfs of laws, regulations,
contract and grants applicable to each of its maj‘é}‘:Dppartniéf{ti‘programs is the responsibility of Sample

Community ageney’s management. Ourrespor sibility is to cxpress an opinion on Sample Community
, IR

Ageney’s compliance based on our agdit.
._}'

e
|

: L

We conducted our audit of compl ianté in i'ic‘cordz‘\iﬁfe' with auditing standards generally accepted in the
United Staies of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued-by thc@pnmﬁiqlter Gen’éi"s&l‘?iif the United States; and the MAAP. Those standards and
the MAAP rcqi:i'r:é {hat we plaii and,perform the audit to obtain reasonable assurance about whether
noncompljaiice with the typos of ¢omplidiice requitements referred to above that could have a direct and
materia) effect on a lpéij"ér Department agreement ocourred. An audit includes examining, on a test basis,
cvidence about Sarmiple Community Agency’s compliance with those requirements and performing such
other pl'occél\i)'gg a8 we consiflgred necessary in the circumstances, Ouv audit does not provide a legal
determination of Sample Cominunity Agency’s compliance with those requirements.

In our opinion, SampfefCbmnmnity Agency complied, i all material respects, with the compliance
reguirements veferred to above that could have a direct and material effect on each of its major
Department agreements for the year ended June 30, 20XX. However, the results of our auditing
procedures disclosed instances of noncomptiance with those requirements, which are required to be
reported in accordance with the MAAP and which are deseribed in the accompanying schedule of
findings and questioned costs as items (list the veference numbers of the related findings, for exauniple,
HNT-2 emd 20X1-4; if there are no vuel instemces, this sentence should be omitted).
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Internal Control Over Compliance

Management of Sample Community Agency is responsible for establishing and maintaining effective
internal controls over compliance with the requirements of laws, regulalions, contyacts, and grant
applicable to Deparlinent agreements. In planning and performing our audit, we considered Sample
Community Agency’s internal control over compliance with the requirements {lat could have a direct and
material effect on a major Departtent agreement to determine the auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with MAAP, 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 controf over compliance.

v

: . s il
A deficiency in intevial control over complicnce exisls when the design or operation of A controf over
f . : i A L. .
compliance does not allow management or employees, i the normal ‘conrse ofiperforisg their assigned

functions, to prevent, or detect and correet, noncompliance with a typé of compliande 'fequif%}jlwnt of a

R . R .. H it H .

Departiment agreement on a timely basis. A material weakness in mtemal-eqntrol oV epcﬁmphancc is a
. . . . . - . . .ot ' 1 N

deficiency, or combination of deficiencies, in internal control over compiianeé; guch‘l 1£1t there is a

wEpe . . 1 it el .
reasonable possibility that material noncompliance with a type Of:*,(]()ll}ll;')il{i]_lca régyirenent of a
. ity i i '
Department agreement will not be prevented, or detected and gofrected oi'a j1mely5b351s.
i

1it
LN

. RS :'?! . .
Our consideration of internal controf over compliance wiisi for tl;e'lipuggd purpose described in the first
paragraph of this section and was not designed to itlenéil'y ail‘dgﬂcieﬁéiﬁg%ih ‘internal control over

compliance that might be deficiencies, signiﬁcantgle;ﬁ@ii.encies 65“m‘ateﬁai;;\'{gaknesses. We did not

identify any deficiencies in internal over complidnte 'tﬁ%;ts}ye considér to beNiterial weakuesses, as
I N )

defined above. i ‘r“!l!;-
IS

Sample Community Agency’s 1esponses ) 1-‘,‘,‘5? ﬁlik‘iil’ljg§ identified in our audit are described in the
accompanying schedule of findings .afgi'(i'qtle'sltjgjy_gd costs, We did not audit Sample Community Agency’s
responses and we express no Opi[nioiﬂQn the résfionses (Jf there are no findings, this paragraph should be
ontitfed). RV L

This report is il}l@ndﬁd solely. fo {he infoi'im‘ﬁfiiﬂii‘aml use of management, (identify the body or
individuals cligiged with goverl neeothers within the entity, (ideniify the legislative or regulatory
body), Department awarding agelities, and pass-through ontities and is not intended to be and should not

b used: byf'anyone othél than these speci fied parties.

(Signaiure)

(Date)
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Appendix D
AGENCY NAME
Schedule of Findings and Questioned Cosls
DATE

Section ¥ - Summary of Auditor's Results

Financinl Statements

Tyne of auditor's repoit issued: VUnqualiﬁed

Internal control over financial reporting:
Material weaknesses identified?
Significant deficiencies identified not considered
to be material weaknesses?

Noncompliance material to financial statements noted?

Siate Agreements

Internal Control over programs tested:
Material weaknesses identified? No
Significant deficiencios identified no

to be material weaknesses? None reported

Type of auditor’s report issued on comphancc for

programs tested 1 Unqualified

Any audit findings (hsc]ose(! th’it are aequued to be

repor tcd nuacmrdance with MAAP»:egulanons‘? Yes

Identific cﬂtmn of‘ p;og:ams teste(l

Name of Progmn}g;.
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Appendix D
AGENCY NAME
Schedule of Findings and Questioned Costs
DATE

Section 1T - Findings Required to be Reported ynder Govermment Anditing Standurds
Criteria -
Condition —
Context -
Cause -
Effect -

Recommendation -

Management Response -




10-144 Chapter 30 Appendix D page 38

Appendix D
AGENCY NAME
Sehedule of Findings and Questioned Coslts
DATE

Section III - Findings and Questioned Costs for State Agreements

Depattment Program Name and Agreement Number -
Criteria -

Condition -

Kunown Questioned Costs -

Likely Questioned Costs -

Context -

Cause -

Effect —

Recommendatibn -

Management Response/corrective action -



Appendix D
AGENCY NAME
Schedule of Findings and Questioned Costs
DATE
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Section IV - Status of Prior Year Findings
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APPENDIN E
AGREEMENT COMPLIANCE FORM

This scction identifies compliance requirenznts that must be considered in audits of agreements between the Departmait

and a Comumnity Agency. Below i a summary ofrequired complinnee tests as well as sections within the agreemeit
award relevant to such lesting. Failure ta comply with any of these areas conld lead to material deficiencies.

X Review the Federal compliance requirements specific to the follewing CFDA identiliers:
CFDA ¥ 93.710 CFDA CFDA #

OMB A-133 Conipliatce Supplemsnt localed at www.wliitehouse.goviombfeircalars

and review all the State compliance requiremends listed helow that apply to Feders! Funds.

X Review the State complianee requirenenis in applicable preas specified below:
X 1.} INTERNAL CONTROL
X 2} STANDARD ADMINISTRATIVEPRACTICES : -
A. OMB A-11{(/Cotmon Rule _ B, Deparingm Agldilidns‘

Geneeal T Gow T
Pre-award Requireneals -
Financial and Program Mangemens - ‘Standerds for Bonding
Property Standards o Program Budget
Procurement Standards o
Repoits and Records

Tenulnation and Enforcement
Afler the Award Reguitenints

X 1) ACTIVITIES ALLOWED olgﬁN:\LLaii'ED | o Coniract
X 4 .»\1.LO\\’;\BLECQST§fCOS;!‘fi;]NCIPLES ‘
X OMBA-172. . f OMB A-87 OMBA-21

X 5) CASHVANAGEMENT' OMB Circular A-110, §__22
X 6) ELIGIBILITY - o : Contract .

x 7 miijvﬁjé\‘r,\wo REAL PROPERTY MANAGEMENT OMB Ciruclar A-110, § .34
¥ 8) M-\TCH{.-‘&&..LE\'EL OF EFFORT, EARMARKING Contract

X 9) PERIOD OF AVANABLITY OF RUNDS OMB Cirentor 4-170, §___28

X i0) PROCUREMENT AND $USPENSION AND DEGARMENT  OMB Cireular -1 10, &__40:48

X 11} PROGRAM INCONIE  OMBCirenlar A-110, 5 2

X 12 REPORTING Contract

GMB Circittar A-1 1, §___31
and OMB Clreubar o133,

X 13} SUBRECIEPIENT MONITORING § A00{d)

X 14.) SPECIAL TESTS AND PROVISIONS Cantract
Y 13} AGRFEMENT SEYVTLEMENT: COSTSHARING X
{Check adl that nre spplicable) FEEFOR SERVICE
UNIT COST

LINEYIFM EXPENSE
OTHER {syceify)

|




11, Settlement

Notes to adjustments;

Appendix F
Pro Forma
Community Agency: ABC Agency, Inc.
Fiseal Year End: 9/30/2008
Funding Department: Department of Health and Humao Services
Agreement Number: CFS-08-1040
Agreement Period: T H7-6/30/08
Agresment Amount: $180,000
. Parti Agreement Totals T
Revenug Expense Balance
1. Per Agreement Budgel 293,500 293,500 '
Agreement Adjustments -
2. MaineCare/Program Expenses {45,000} {45,000) 0
3. . Restricted United Way/Equipment {5,600) (5,000) . o
4 In-Kind Revenue/Bxpenses (3,500) (3,500) 20
0
5. Total Adjustments (53,500} '_(_SQ_LS_O_O)'T- e 0
6. Totals Available for Cost L Sy
Sharing 240,000° . 240,000 8
Part 11 Agreement Cost Sharing ot o
Funding Source Budget % Reyenue Expense . Balance
7. Agrecment # {state funds) 3750 © 90,000, 90,000 0
8. Agreement# (federal funds) 37.50 90,000. - 90,000 0
G, All Other 25.00 60,000 60,000 0
10, Totals 100.00. 240,000 240,000 0
Part 114 Settlenent Depariment Allocated Due Dept.
: Payments Expenses {Agency)
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Appendix G
Agreement Closeout Report {ACR)
Actual

Communify Agency:
Fiscal Year End:
Funding Department;
Agreement Number:
Agreement Period:

ABC Agency, Inc.

9/30/2008

Department of Health and Human Services
CFS-08-1040

1/07-6/30/08

Agreement Amount: $180,000
Program/Service: Teen Health
Pait 1 Agreement Totals Revenue Q}gpense—— Balance
1. PorFinancial Claim 293,750 281,250 12,500
Agreement Adjustments _ o .
2. MaineCare/Program Expenses : (52,000) (52,000) S0
3. Restricted United Way/Equipment {(4,500) (4,500) 2R
4. 1n-Kind Revenue/Exponses (3,500) (3,500) . 0
5. Available CI'S-08-1040 10,000 o
6. Total Adjustments (50,000) (60,000} - 10,000
7. Totals Available for Cost L e e |
Sharing 243,750 . 221.250 22,500
Part 11 Agreement Cost Shaving
Funding Source Actual%e - jRe\'elith _ Expense Ralance
S. Agreement # (state funds} 3692 190,000 81,085 8,315
9. Agreement # (federal funds) 36,92 90,000 81,685 8,315
10. All Other 26,16 63,750 57,880 5,870
1. Totals 10000 243.750 221250 22,500
Part IT1 Settlémsut
" Department Allocated Due Dept.
Payments Expenses {Agency)
12. Settfement 170,000 163,370 6,630

Notes to adjustments;

Line #5 To adjust CFS (8-1040 revenue per agency, $170,400 to agreement

amount, $180,000 for cost sharing purposes,



Communlly Agency:

| Fiscal Year End:
Funding Depariment:
L Program/Senice:

d I
L gﬁj Agreement Number:
aphew, Commissions:
Agreement Period:

Agreement Amount:

G Rty

INVOIGES SUBMITTED BY AGENCY
List all imoice dates and mnounts:

T FEE FOR SERVICE AGREEMENT
CLOSEOUT REPORT

IR

S L T T R R B e doEa )
AT R A A e TR

10-144 Chapler 30 Appendix G pagedd

Sample Communily Agency
BI30720XX
_Department of Heallh and Human Seivices
Community Outreach
CRC-XX300X
71200 6301200
$145,000.00

INVOICE DATE INVOICE AMOUNT INVOIGE DATE:.  INVOICE AMOUNT ..
$ - Jan, 20%6 1. [$ 10,183.00 |
- tTls Feb. 200X 1s 18,564.00 17
$ - March 200X | s 19,548,00
B 5 R ApAl 205K $ 9,5684.00
$ May 200X $ 44,620,00
$ - | June 20K%- $ 13,564.00
$ . oy 20K B 10,265.00 |
$ X Avg 200k ]l 12,365,00
5 - TUsepl 2%, |8 10,458.00
$ : T Osh 200K | 1% 11,456.00
. $ - | . Nov, 20%X ' $ 9,668.00
T s - Deo, 200X | |$ 10,252.00
TOTAL INVOICED AMOUNT ‘
T R e R R A R v e
e R R R

TOTAL AMOUNT REGEIVED FROMDHHS
AMOUNT INVOICED MINUS AMOUNT RECEIVED

If Amountis posilive,Améiiht is due Agency = OR '

l $ 143,000.00[

$ 673.00)

I Amount is negative, Amount s dug DHHS

Checks: f an amount Is owsd DHHS, submit a check péyable to *Treasurer, Slale of Malng” tor Atin: Team #2, DHHS Senice
Center, 221 State Streel, Augusta, ME 04333, Aflach a copy of this report to the check. Include a separale check for interast due

from funds pald under the agreement.

Repor Completed by:

_Dme:

Reviewed by DHHS:

_Q_nte: B
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APPENDIX H
AGREEMENT SETTLEMENT FORM
pOT/Passenger Transporiation
D.O.T. SECTION 8
URBAN TRANTORTATION PROGIRAM
DEFICII| FUNDING
Sampte Community Agency

Flseal Year Ending:

CEDAJ!:

Project Name/No:
PINK

Agrectent Period:

Fotal Operaling Costs
Less:

Fares
Net Operating Deficit

Revemie:
Federal

State

Local

Total Revenues
Surplus/Deficit

o

Federal Poyticipating Share

1. Amount of Non-Fateral Funds Contributed:
State
Locat
Total Non-Fed

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

3. Operating Deliclt After Adding L.ocal Fund
Tt Before Adding UMTA Funds :

Opemting Costs
.58 o
Fares A
State o
Local

Deficit Belore UMTA

4. Maximum Amount of Grant
: Federal Share Paid

Participatitig Share (Steps 1-4)
Federal Over (Under) Paid

&3

o0 5 WY

ey

|

Nl

§Iﬁf’g ]‘_;11'{ici;mli6n Shinre
Max Aiitl’bﬁzecf Amount '
Stale Share (2'50% ..

State Share Paid -
State Over (Under) Paid

Contlusion:

=3

'M‘Vz o

"
i

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:
Tl amotnt of non-fedentl funds contiibuted;
. 50% of the net project cosls;

Ll PO —

The maximm amownt of the grant.

. The operating deficit afler adding local funds but before adding UMTA funds, o

State Funds [rom MDOT cannot exceed Ihe amount avthorized. and in no evem excead 30% of the



CFDA#K:

Project Name/No:
PIN#

Agreement Period:

Gross Expenditures

Less:
Contra-Expenditures
Operating Revenue
Excess Unrestricted

Fed

Total Deductions

Net
Expenditures/Deficit

Federal Share
Maximum %
Amount Paid
Maximum Amount

Over (Undey) Maximumn

State Share

Maximum %

Amount Paid

Maximum Amount

Over (Under) Maximum

Sunmary:
Federal Over Paid
State Over Paid
Tota! Over Paid

Note: This form is used for all funds other than Section
Including, but not fimited to: Section 3, 10,

DOT/Passenger Transporiation
D.O.T. SECTION #
RURAL TRANSPORTATION PROGRAM
DEFICIT FUNDING

Sample Community Agency
Fiscal year Lnding:

10134 Chapier 30 Appendix i1 pagedd

AGREEMENT SETTLEMENT FORM

QOperating Admin

- S —

s 3

s 3

N

.

F Y

% %
s s

$ X $ 3
o % %

I S — $ S o
A I s I
I S — $ I

. Y oo .» o Yo

R S — I e
I [ U —— B
$ 5 [ I S

G - Urban Transportation Program Deficit Funding.
or 18 funds; JARC, Reverse Commuie...
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CFDAJE

Project Name/No:
PiN# :
Agreement Period:

Gross Expenditure
Less:

L.ocal Share
Not Expenditures/Deficit

Federal Participating Share

Maximum %

Amount Paid
Maximum Amount
Over(Under) Maximum

State Participating Share
Maximum %

Amount Pald

Maximurs Amount
Over(Under) Maximum

Summary
Federal Cver{Under) Paid

State Over(Under) Paid
Total Over{Under) Paid

AGREEMENT SETTLENMENT FORM
DOT/Passenger Transportation
LEASE AGREEMENTS

Sample Community Agency
Fiscal Year Ending:

CAPITAL TOTAL:
3 S
$ $
$ $
S $
Ey ;
% $
$.- 5
$ 5
$ $
3 $
$ $

page 46



10-144 Chapier 30

STATUTORY AUTHORITY: 5 MR.S.A. ¢ 148-C, sub-c. 1660-H

page 47






BASIS STATEMENT
MAINE UNIFORM ACCOUNTING AND AUDITING PRACTICES FOR
COMMUNITY AGENCIES
10-144 DHHS Ch. 30

The Division of Audit is repealing and replacing {he Maine Uniform Accounting and
Auditing Practices for Community Agencics due to significant changes that have
oceurted in accounting and auditing standards and federal regulations since the last major
revision in December, 1996, Because these rules aie major substantive rules, they are
provisionally adopted. The tule changes include:

« Section .01 Definitions are changed to mirror federal definitions.

¢ Section .01 Definitions are expanded.

s Sections .02 Standards for the Schedule of Expenditures of Depattment
Awards (SEDA) ate established.

e Section .02 The requirement for an audited Schedule of Agteement
Operations and a compiled Agreement Settlement Form has been eliminated.

e Section .02 Community agencies with annual agreement expenditures of
$100,000, but Jess than $500,000 are required to have an entity-wide review
of its financial statements and supplemental SEDA conducted by a qualified
Independent Public Accountant.

o Section .02 Internal Control standards are changed to the five internal control
standards issucd by the Committee of Sponsoring Organizations (COSO) and
adopted by the American Institute of Certified Public Accountants (AICPA).

o  Section .02 Electronic submission is provided as the prefetred method of
submitting audits to the Department, :

o Section .03 Depattment audit requirements are updated to mandate audits be
performed in accordance with Government Auditing Standards.

+ Section .03 Auditing requirements mitrot generally accepted auditing
standards, government auditing standards and Federal Circular OMB A-133.

e Section .03 Audit reporting standards are updated to mirror Federal Circolar
A-133, ‘

¢ Scction .03 Known and likely questioned costs have been quantified at
$1,000.

¢ Section .03 Audit compliance testing standayds are updated to mirror Federal
Circular A-133.

s Scetion ,03 provides for & status of a low-risk auditee.

e  Section .04 Complinnce requirements for community agencies are updated to
mirror Federal Circutar OMB A-133.

e Section .04 The requirement for a budget revision when budgeted tevenue
differs from actual by 10% or $5,000 has been eliminated.

e Section .04 The requirement for a budget revision for an unbudgeted line item
in excess of $1,000 has been eliminated.



Section .04 The requirement for a budget revision when total expenses in the
personnel and all other category exceed a certain threshold has been changed
fiom the greater of $1,000 or 10% to the greater of $10,000 or 10%.

Section .04 The requirement for a budget revision when total expenses in the
subcontract category exceed a certain threshold has been changed from the
greater of $1,000 or 10% as a category to the greater of $1,000 or 10% per
subcontract.

Section .04 Standards for liquidation of outstanding balances was added.
Section .04 Appeals, resolution and sanctions have been changed to reflect
curtent practice for both DHHS and DOT.

Section .05 Department and Division of Audit responsibilities are updated to
veflect current practice.

Statufory Authority
5 MRSA §1660-H; 22-A MRSA §205

Effective Date

Tuly 1, 2012



IDENTIFICATION OF PRIMARY SOURCES OF INFORMATION
TOR ADOPTED RULE
DIHHS DIVISION OF AUDIT

MARCH 21, 2012

10-144, Chapter 30, Maine Uniform Accounting and Auditing Practices for Community Agencies

Pursuant to 5 MRSA §8063-B, the DITHS Division of Audit is required to file citations 10 primary
sources of information relied upon in developing this proposed rule. The Division of Audit retied on the

following sources of information:

Federal Office of Management aud Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations.

Federal Office of Management and Budget (OMB) Cireular A-102, Grants and Coopesative
Agreements with State and Local Governments.

Federal Office of Management and Budget {OMB) Circular A-110, Uniform Administrative
Requirements for Grants and Agreements with Tnstitutions of Higher Bducation, Hospitals, and
Other Non-Profit Organizations. ,

Federal Office of Management and Budget (OMB) Circular A-21, Cost Principles for Educational
Institutions.

Federal Office of Management and Budget (OMB) Circular A-87, Cost Principles for State and
Local Goveraments.

Federal Office of Management and Budget (OMB) Circular A-122, Cost Principles for Non-
Profit Organizations.

Generally Accepted Accounting Principles issued by the Financial Accounting Standards Board.
Generally Accepted Accommting Principles issued by the Governmental Accounting Standards
Board.

Generally Accepted Auditing Standaids issued by the American Institute of Certificd Public

Accountants.
Government Auditing Standards issued by the Comptroller General of the United States.



Department of Health and Hunan Services
Financial Servives - Audit

11 State House Station

Augusta, Maine (4333-0011

Tel. (207) 287-2403

Pax (207) 287-2601; TTY (800) 606-0215

Paul R, laPage, Govemor Moy C. Moyhew, Comamlssloner

March 21, 2012
TO: Interested Parties
FROM: Hexb F. Downs, Director, Division of Audit

SUBJECT:  Final Rule: Maine Uniform Accounting and Auditing Practices for Community Agencics
10-144 DHHS Ch, 30

The Department is provisionally adopling final rules of the Maine Uniform Accounting and Auditing Practices
for Contmunity Agencies. "The Maine State Legislature has directed the Depattment to adopt new rules that are
consistent with federal standards and preserve the authority of conmunily agency boards,

A public hearing was held on December 16,2011, 'The comment deadline was December 26, 2011

Rules and related rulemaking documents nay be reviewed at and printed from the DHHS Division of
Audit website at http://www.maine.gov!dhhsfaudiflsocia!-serviccs or, for a fee, intercsted parties may
request a papex copy of rules by calling 207-287-2403. For those who are deaf or hard of hearing and
have a TTY machine, the TTY number is 1-300-606-02135.

A copy of the public comments and Department responses can be viewed at and printed from Division of
Audit website or obtained by calting 207-287-2403 or TTY: 1-800-606-0215.

If you have any questions regarding the rule, please contact Carolt P. Thompson, CPA at 207-287-2775.




Paul R. lsPege, Governos Mary C. Mayhew, Commissioner

Departient of Health and Human Serviges
Financial Services - Audit

11 State House Stalion

Augusta, Maine 04333.0011

Tel. (207} 287-2403

Fax (207) 287-2601; TTY (800) 6060215

TO: Mary C. Mayhew, Commissioner, Departiment of Health and Human Services

FROM.: Herb Downs, Director, Division of Audit

SUBJECT: Provisional Adoption of final rale —~Maine Uniform Accounting and Auditing Practices for Community
Agencies

DATI: March 3, 2012

Attached please find a final rule, Maine Uniform Accounting and Audiling Practices for Community Agencies.

1L A bricf explanation of the specific natuve of the new rulet
This rule was necessary to update the Maine Uniform Accounting and Auditing Practices for Community

Agencics due to significant changes that have occurred in accounting and auditing standards since the last
major revision in 1996. The Maine State Legislature had directed the Department to adopt new rules that are

consistent with federal standards and preserve the authority of comniunity agency boards.
2, A statement of (he reason for the adoption of the rule:

This rule is being adopied (o assist the Department in complying with Federat regulations.
3, A Drief assessment of its impact on clients or others who are affected:

This rale will increase administrative efficiencies for community agencies and the CPA community as the
audit requirements wilt decrease under the rule.

4, Its potential impact, if any, on other Offlices or Depariments:

The Maine Department of Transportation will be impacted by this role. The Maine DOT has agreed with the
changes to this rule,

5. Its divect or indivect cost to the Department of Health and Human Services:
None known,
0. Any specific points of actual or potential public controversy:

None known,

Rw ed hy!
Deputy Commissioner — Program or designee

W minissioney — Fiunnysignce
7 {f/% (2elle_

O
g
Commissioner (/ Date




Maine Uniform Accounting and Auditing Practices for Community Agencies (MAAP)

Summary of Comments and Responses

The Maine Department of Health and Human Services (DHHS) held a public hearing on
December 16, 2011 to obtain comments on a complete repeal and reptace of MAAP regulations.
This document summarizes ali comments received during the public comment petiod ending

‘December 26, 2011,

Comments Not Specific to Sections of the Proposed Rule:

L.

A number of commentess stated that the proposed rule is an improvement over the

version adopted on January 1, 2011. (D{2)(3)(@)(5)One commenter stated that the
proposed rule is the result of excellent work done by many people and would like to

thank them all for their time and careful consideration, (1)

One commenter stated that he appreciated the work of the MAAP Advisory Committee
and also noted the Department’s willingness to make substantive changes that make these

rules better than what was propesed previously. )

Another conmnenter stated her ap‘preciatmn for the work by the Department and the
MAAP Advisory Committee in making the rule less onerous for the commenter’s

membets. (4)

Another comsmenter stated that she appreciated the collaboration to date between the
MAAP Advisory Committec and the Department o make substantive changes and

improvements to the former rules. (5)

Response - The Department thanks the commenters for their comments. The Department
did not make any changes to the final rule as a result of these comments.

Comments Specific to Proposed Rule

§ .01 B. 6.

One commenter stated that a budget revision is a substantive change to the terms and
conditions of an agreement and should be considered an amendiment and used as an
example under Section .01 B. 2. Agrecment amendment. (6)

Response — The Department disagrees. An agreement amendment as defined in Section
01 B. 2 is a legally binding change or inodification of the existing agreement. The
DHIS Division of Purchased Services Policy and Procedure Manual clearly identifies
the conditions under which an amendment o an agreement must be made. A budget
yevision as defined in Section .01 B. 6 is an approved change or modification to the
existing budget and does not constitute a change to the total budget amounL. The DHHS
Division of Purchased Services Policy and Procedure manual clearly identifies the



conditions under which a budget revision will be approved. Moreover, the DHHS
Division of Purchased Services Policy and Procedure Manual defines an amendment to
be a “substantive change to the original agreement, which change(s) is agreed to by all
parties to the agreement, An amendment will be in wiitten form and signed by all parties
to the agreement,” The DHHS Division of Purchased Services Policy and Procedure
Manual defincs Revision as a “nonsubstantive change to the original agreement usually
suggested by one party and agreed to by other parties. It requires prior writlen approval
agrecd (o by all parties.” The Department did not make any changes to the final tule as a
result of this comment.

§ .01 B. 33.

One commenter stated that it was his understanding that this new definition of program
income has becn added in order to clarify the cost sharing/settlement where multiple
funding sources share in the expense of a funded service. The commenter stated that this
clarification needs to be part of the definition. The commenter proposes (he following

language:

a, “Program income, for the purpose of the cost shating agreement/settiement where
multiple funding sources share in the expense of a funded service, means gross

income earned by .....". (2)

Response — The definition of program income contained in the MAAP 1ule, with the
exception of the last sentence, is replicated from the def inition of program income found
in Pederat Circular OMB A-110, Uniform Administrative Requirements for Grants and
Agreements with Institutions of Higher Education, Hospitals, and Other Non-Profit
Organizations. The last sentence of the definition of progtam income, (“MaineCare
vevenue, whether fee for scrvice, unit based or cost settled, is program income.”) was
added by the Department to claify the Department’s position that MaineCare income
meets the definition of progtam income contained in OMB Circular A-110, Subpart A, §
___2(x) Program income. The Departiment did not make any changes to the final rule as

a result of this cominent,

§ .01 B. 35.

One commenter stated that the definition of restricted income should be changed to the
definition agreed to by the previous MAAP Advisory Committee and included in the rule
adopted on January 1, 2011 and subsequently repealed. The commenter noted that the
previous definition stated: “Restricted revenue is income from organizations ot
individuals that require the funds be used for a specific purpose within a program.” The
commenter stated that all restricted revenue is eliminated dollar for dollar with expense
prior to cost sharing and limits the ability of the community agencies to retain surpluses.
The commenter said that community agencies keep ail deficits, and the amount of surplus
agencies are allowed to keep is s0 small that it hampers the agency’s ability to maintain
the agency as a “‘going concern”. The commenter stated that the effect of the definition 1s
{hat contributions to a program from a source like the United Way arc uscd to supplant



State agreement funds. The commenter stated that he does not believe this is the donor’s
intent. (2)

Another commenter stated that the definition of restricted and unrestricted revenue and
the issue of inclusion or exclusion of charitable donations with respect to cost shating are
issues for the agencies that the commenter represents, The commentey stated that
charitable contributions are critical to an agency’s ability to maintain core services and to
meet the needs of vulnerable clients. The commenter stated that the agencies she
represents do not accept that the Department’s definitions and interpretation are within
the mainstream of practice. The commentet stated that she does not think that the DHHS
proposed interpretation complies with generally accepted accounting principles or
guidance provided by any authoritative accounting body regarding the definition of
unrestiicted contributions and their eligibility to cost share, The commenter suppoits the
langnage put forward by Paul Morgan, CFO of Penquis (sec commenter (2) above). The
commenter said that the definition of restricted revenue should be changed to read:
“restricted tevenue is income from organizations or individuals that require the funds be
used for a specific purpose within a program.”  The commenter reiterated that
eliminating restricted revenue from cost sharing limits the ability of community agencies
to yelain surpluses. She said that community agencies keep all deficits, but the amount of
surplus retained is so small that it hampers a community agency’s ability to maintain an
agency as a “going concern”. The commenter stated that the effect of the definition is
that contributions from a source like the United Way are used to supplant state
agreements funds, presumably not the donor’s intent. The commenter recommended that
the definition that was agrecd to by the previous MAAP Advisory Committee and in the

prior draft rules be used. (3)

One commenter stated that cost sharing contract definitions are unduly restrictive,
subverting donot intent. The commenler stated that the definition of resiticted income in
the proposed rule supports recent interpretations of MAAP regulations in which other
source donations need to be fully spent pefore State doHars are spent for purchased
services, The commenter said that this interpretation does not appear to be a common
interpretation across other states and represents a radical approach to cost shating. The
commenter stated that the agencies the commenter represents are concetned that
philanthropic dollars raised in good faith to augment services purchased by the State, ave
instead being used by the State to cover the costs of the purchased services, contraty {0
donot intent to betier serve the targeted populations. The commenter said that, as donors
begin to understand this practice, it will have a chilling effect on charitable giving for the
services which the commenter said he does not believe is the intent of the legislature nor
i1 the best interest of the nonprofit service providets ot the people they serve. The
commenter urged the Departinent (o tevisit this interpretation and work with the
regulated comununity to come up with definitions that are more in line with practices in

other states and beneficial to all pattics. 4)

Response: The Department belicves that restricted donations, most of which are
recurring, that are restricted for a particular agency program should be spent in the



program year for which they are intended. Furthermore, Financial Accounting Standards
Board Accounting Standards Codification 958-205-45-11 states:
If an expense is incurred for a purpose for which both vnrestricted and
temporarily restricted net assets are available, a donor-imposed restriction is
fulfilied to the extent of the expense incuired, unless the cxpense is for a purpose
that is directly attributable to another specific external source of revenue.

The Depariment has interpreted this statement to mean that if an agency has
incutred expenses which are eligible to be paid from eithet unrestricted or restricted
funds, the agency must charge (he restricted funds first. Therefore, the elimination of
restricted revenue dollar for dollar against restricted expense prior to cost sharing is in
keeping with generally accepted accounting principles. The Department did not make
any changes to the final rule as a result of this comment.

§ .01 B. 45.

One commenter stated that the definition for unrestricted revenuc is problematic and
recommends that the langnage of the prior Advisory Committee be used. That langoage
defined unrestricted revenue as follows: “Upyestricted revenue from funding sources 0 4
community agency that is not restricted Tor 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 unresiricted revenue.” (2)

Another commentes stated that the definition for unrestricted revenue is problematic and
recommends that the language of the prior Advisory Committee be used. That Janguage
defined umrestricted revenue as follows: «f Inrestricted revenue from funding sources (0 a
community agency that is not testricted for a specific purpose within a program by the
donotr. Revenue that has beent designated to a specific program, but not a specific
purpose is considered untestricted revenue.” The commenter stated that she does not
believe the pupose of charitable gifts is to supplant monics authorized by the legislature
to provide sexvice to victims in Maine, She stated that domestic violence organizations
receive donations throughout the year that are intended to expand the yange of services
cither in kind or in quantity. The commentey stated that own contributions, United Way
award, and other grant awards, for example, need to be managed in a way that allows
them to be leveraged for increased capacity within organizations to meet increased client
needs and decreased state/federal 1evenues. She stated that donors need to be assured
that the money they provide will not end up supplanting the State’s burden and returned
to the State, The commenter stated that she belieyes that cost sharing principles allow for
that burden of financial responsibility to be shared and that proper locations for charitable

gifts are within applicable cost sharing parameters. (3)

Response: For reasons explained in the response Lo comments listed in #5 concerning
restricted revenue, the Depattment has made no changes to the final rule as a result of this

comment,




§.02B.3.(a),§.02C. 1.(b)and § .03 A. 2.(a)

_ One commenter stated that the threc requitements noted above require additional audit
work which will increase costs for the community agencics. The commenter suggested
that, in this time of scarce resources, perhaps something other than an audited SEDA

might suffice. (L)

Response - Title 5, Part 4, Chapter 148-C, Maine Uniform Accounting and Auditing
Practices for Community Agencies requites community agencies expending $500,000 or
tnore of agreement funding from the Department must have an entity wide financial and
compliance audit of the agency’s financial statements and agreement supplemental
schedules prepared by a qualified independent public accountant. T he Department did
ot make any changes to the final rule as a result of this comment,

§.02C. L

One commenter stated that this section was changed to add that the SEDA would match
to interim quatterly repozis submitted to the Department. The commenter stated that this
is an improvement over previous language that the SEDA needed to match to the
Agreement Close-out report. The commenter said that the problem is {hat an agency
fiscal year may not match up to the interim quarterly repori period. The commenter
recominends the following wording to resolve this issue: “Purpose: The SEDA provides
the Department with information identifying agreement expenditures based on the
Agreement Close-Out Repori(s) (ACR) and interim quatferly reports subnitted to the
Depattment during the fiscal year, when those reports match to the fiscal year end of the

agency.” (2)

Response — The Department agrees with the commenter that when an agency’s fiscal year
does not match up to an interim quarterly repost, the sule should provide additional
guidance. §.02C. L. has been changed to read as follows:

Purpose: The SEDA provides the Department with information identifying
agreement expenditures based on the Agreement Close-out Report(s) (ACR) and
interim quarterly reports submitted to the Department during the current fiscal
year. When an agency has a fiscal year end that does not match np to the interim
quarterly report period, the agency will obtain the necessary interim information
from its accounting records.

§.02C. 1. And 3.

One commenter stated that the MAAP rules requires the SEDA to match the Agreement
Close-out Report (ACR) but that there is nothing in the rule that specifies the timeframe
an agency has to submit the ACR, The commenter stated that curtent practice by some
Agreement Administrators is that the ACR duc in 30 to 45 days at the end of an
agreement. The commenter stated that this time frame is inadequate to capture all
accounting data necessary {0 submit an accurate ACR. The commentes recon\nncndeci the



following language be added to the rule: “‘Agreement Close-out Repoxis are due to the
Depattment no later than ninety (90) days from the end of the agreement. Agreement
Administrators may require the Agreement Close-out repotts carlier, but no carlier than
sixty (60) days after the agreement end date.” (2}

Response — The due dates of interim and final reports to the Department are the purview
of the Division of Purchased Setvices and are beyond the scope of these rules. The
Department did not make any changes as a result of this comment.

§ 021.6.

9. Onc commenter stated that he likes the ability to submit the MAAP report electronically
to the Division of Audit. The commenter said he would like to see language in the rule
dirceting agreement administralors and others who need a copy of the agency MAAP
submission to obtain the copy through the Division of Audit rather than requesting it
from the community agency. The conunenter suggested language as follows!
“Department personnel who necd or want a copy of the community agency submitted
reports will obtain them theough the Division of Audit.” (2)

Response — The Department agrees that a communily agency should not have to submit
the required MAAP reports t0 the Department multiple times. The language of § 02 F. 6

has been changed as follows:

Blectronic subinission is recommended and should be sent to
dhhs.audit@mainegov for submission to the Maine Department of Health and
Human Services. Electronic submissions {0 the Maine Department of
Transportation should be sent to OfficeofAudit.MaineDOT @maine.gov. State
personnel who require a copy of the MAAP report for a community agency
should contact the Division of Audit for the Maine Department of Health and
Fuman Services or the Office of Audit for the Maine Department of
Transportation.

§.03C. 1.

10. Two commenters encouraged the Department to adopt the federal 25% of total
expenditures testing for low-risk auditees. The commenters stated that whenever the
state vatles from the federal requirements, audit and compliance costs increase. The
commenters said that they do not believe that the value of the additional testing offsets
the increase in costs. The commenters suggested the Department add a new item 2 that
addresses testing of 25% for a low-risk auditee. (1) (2)

Another commenter stated that her agency supports using the federat 25% of total
expenditures for low-tisk auditees and would encourage the addition of that language t©

the role. (5)



11.

12.

Response - 'The Department agrecs and made the following changes: Section .03,
C.1.(b) has been changed to allow an Independent Public Accountant to classify an
agency as a low-risk auditee and perform compliance testing on agreements that make up
at least 25% of total expenditures claimed. Section .03, C.2 was added to define the
criteria to be classified as a low-risk auditee.

§.03C 2.

One commentes recommended that the Depariment adopt the American Institute of
Public Accountants (AICPA} definition of materiality, which is not a specific numbey but
is based on facts and circumstances. (1)

Response — Paragraph .13 of the Statement of Auditing Standatds (SAS) 117,
Compliance Audits, promulgated by the AICPA, states that the auditor should establish
and apply matetiality levels for compliance based on the governmental audit requirement.
In paragraph .A8 of the Application Guidance and Bxplanatory Material, it states that
“pecause the governmental audit requirement usuatly is established by the grantors and
the auditor’s report on compliance is primarily for their use, the anditor’s determmination
of matetiality usually is influenced by the needs of the grantors,” For many years, the
Depariment-has had budget compliance requirements for all cost settled agreements.
Materiality for budget compliance has been quantified to mect the needs of the
Departmeni. The Department did not make any changes as a result of this comment.

§.03C. 2.

One commenter said that the Department’s new position on the trieatment of subcontracts
as restricted funding with no variance between budgeted and actual allowed is
problematic, The commenter said that a subcontract amount is not necessarity known at
the time the agreement is being negotiated with the Department. The conmenter stated
that, because the level of work may change and the agency may need to move funds
between other categories, there should be some flexibitity to do this without requiting a
budget revision. Additionally, the conumentey states that Department Agreement
Adrministratoss do not want to review and approve budget revisions many times during
the course of the agreement, The conumenter asked, if the service being purchased is
supphied and the agency has to shift its budgeted category amount around to do that, why
should the agency be penalized for not accomplishing an administrative task of a budget
revision? The commenter recommended that the subcontract category be included in the
paragraph describing the variance allowed for personnel and the all other category. (2)

Another commenter stated that her agency does not support the Department’s new
position on the treatment of subcontracts as restricted funding and with no variance
between budgeted and actual allowed. The commenter said she does support the
Department’s existing practice of allowing a budget to actual variance similar to
personnel and the “all other” category. 'The commenter stated that, i there are cerlain
types of subcontracts that can be identified and defined within the rules to demonstrate
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citcumstances where therc would not be any variance between budget to actual, while
other types could have a variance, that would be an acceptable alternative. (5)

Response -~ The Depattment agiees and has the made the following changes: In Section
03 C. 3 (b) has been changed to state:,

Total expenses pet subcontract vary from the budgeted amount by at least 10% or
$1,000, whichever is greater.

§ .03 C. 5.(¢}

One commenter stated that this section requires community agencies to monitor
agreement advances and return interest from advances to the Depattment. The
commenter stated that this section should include an offset for the agreements that the
Depattment is in arreats paying, with any net intercst due to the Departiment.
Additionally, the cominenter stated that federal rules allow community apencies to retain
up to $250 of interest income annually. The commentet recommended that this section
vead as follows: “The community agency has a system in place to monitor agreement
advances and amounts owed fo them from the Depattment and ensure that interest from
the net of these amounts in excess of $250 annually is reimbursed to the Department,”

(2)

Response — It is the Department’s infention that community agencies follow applicable
federal circulars with regard to cash management compliance requirements, This
particular section relates to the minimum workpapet requirements for Independent Public
Accountants in documenting the testing of a community agency’s administrative controls
and compliance requirements. In the interest of clarity, the Department has modified the

wording as follows:

The community agency has a system in place to monitor agreement advances and
ensute interest from advances is reimbursed to the Department in accordance with

applicable federal circulars,

§ .03 C. 5.(f)

One commentet stated that the Department requires the community agency (0 liquidate
balances owed to the Department within 90 days of the end of the agreement. The
cominenter stated that there currently is nothing in MAAP that says when the Department
must liguidate balances due to community agencies. T he commenter tecommende that
the following be added as a separate fetter to this section: “The Department will liquidate
all balances due the community agency within 90 days of receiving the Agreement Close-

out Report.” (1)

Response —- Payments made by the Department to a community agency are beyond the
scope of these rules. In addition, this particular section of the rale velates to minimum
workpaper requireinents for Independent Public Accountants that document testing of the
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community agency's administrative controls and compliance requirements. The
Department did not make any changes as a result of this comment,

One commenter stated that the A-133 and MAAP IPA reports are due no later than 9
months after the fiscal year end. The commenter stated that, until A-133 and MAAP
repoits are completed, there is no established notice of debt. The commenter stated that
witil varions cost reports we submitted, and organizations ar¢ able (o complete MAAP
requirements, therefore no determination of debt (obligation) has taken place. ©)

Response: The Department disagrees with this comment, The Notice of Debt requited in
accordance with 22 M.S.R.S §1714-A are rules that are specific to MaineCare payments
and are not applicable to social service agreetnemts. Social Service agreements are
subject to applicable Federal circulats and MAAP as detailed in Section .04 of the MAAP
rule. Nonprofit and educational entities must follow OMB Circular A-110, Uniform
Administrative Requirements for Grants and Agreements with Institutions of Higher
Education, Hospitals and Other Non-Profit Organizations. Tn addition, non- profit
agencies must also follow OMB Circular A-122, Cost Principles for Non-Profit
Organizations sud educational entities must follow OMB A-21, Cost Principles for
Rducational Institutions, Local govermnents and For-Profit enfities must foliow both
OMB Circular OMB A-102, Grants and Cooperative Agreements with State and Local
Agencies and OMB A-87, Cost Principles for State and Local Governments. For noti-
profit and educational institutions, OMB Circular A-110, §___71(b), states that *a
recipient shalt liquidate all obligations incuired under the award not later than 90
calendar days after the funding period or the date of completion as specified in the terms
and conditions of the award or in agency implementing instructions.” The Department
did not make any changes as resull of this comment.

§ .04, C. L(d), § .04. C. L.(e), § .05, A. 2. and § .05. B, 9.

Two commenters stated that afl of the sections listed (above) give authority to
Department employees, but, as written, hold the community agencies, not the Department
employees, responsible for any errors or omissions committed by the Department
employees. The commenters stated that under these proposed rules, the only truly
responsible party to any Department agreement is the community agency, which the
commentets said is being held to the unrealistic requirement of having to negotiate and
manage both sides of the agreement. The commenters stated that this is inherently unfair.
The commenters said that by giving authority without accountability or consequence, this
provides no incentive for Department employees to do their work well. The commenters
added that this is a major flaw in the MAAP rule that could be tesolved by stating in the
rule that whete there is a contradiction between MAAP and the Department agreement,

the terms of the agreement will prevail. (1) (2)

Another commenter stated that where there ave discrepancies between a coniract and
MAAP regulations, the contract tanguage should prevail. The commenter stated that the
current draft rules do not adequately fix the situations where a service provider fulfills a
contract only to find out after the fact that the contract langnage coniradicts MAAP
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regulations. The commenter stated that in these situations, the Department has 14 Jed that
even though the services have been provided, the costs are not allowable under MAAP
and the money has been recalled, The commenter stated that this practice unfairly places
the burden on the regulated community and provides no incentive for those writing the
contracts to ehsure compliance with MAAP. The commenter encouraged the Depariment
to add language to the rules that specifically states that when there are discrepancies
between a contract and the MAAP regulations, the contract Janguage will be honored. @)

Response — The Department cannot contract to violate its 0wn rules. Both the regulated
community and the Department are on notice of and obligated as a matter of law to
follow those rules. No change was made to this rulc as a result of these comments.

§.04C. 1. (d)and (e)

One commenter stated that MAAP dcfines an agreement s legally binding in Section
01, B. 1. The commenter stated that this is in conflict with State contract language. The
commenter noted that the State’s boiler-plate language in Rider B, 20 states that
“agreements must have the approval of the State Controller and the State Purchases
Revicw Committee before it is considered a valid enforceable agtecment.” The
commenter stated that changes in the docutnents that do not follow such approval process
are neither valid nor enforceable, and are therefore not auditable agreements. (6)

Response ~ Minor changes (o an agreement, such as a budget revision, do not require the
approval of the State Controller and the State Puichases Review Conunittes. Other
changes, such as the amount of the agreement or the dates of the agrecement, are
considered contract amendments and are subject to the approval of the State Controller
and the State Purchases Review Committee, The Department did not make any changes
to the final rule as a result of this comment,

§.04C.3.

One commenter stated that the community agency must request a budget revision at least
thirty (30) days prior (o the agieement termination date. 'The commenter noted that if the
revision approval is not granted in writing prior to the date of the required final report, atl
costs that exceed the budget thresholds shall be deemed guestioned costs. The
conimenter also noted that any variance between the actual agency commitment and the
budgeted amount shall be adjusted on the agreement settlement form priov (o cost
shaving, The commenter stated that this rule again places all the responsibility for failed
state performance on the community agency. The commenter stated that the Departiment
must be held accountable for its performance and that there must be consequences for the
Department’s §; ailure to respond to a budget revision in a timely mannoey. The commenter
stated that if the Department does not respond in a timely fashion, the revision request

should be treated as approved. (N

Another commenter stated that this section requires conmunity agencies o request a
budget revision 30 days before the end of (he agreement. The commenter stated that

10



there is no cotresponding requiroment for when an Agreemnent Administrator needs {o
respond with an approval or rejection of the budget revision. The commenter stated that
the section simply says if the agency does not have an approval by the time the close-out
repott is due, the agency smust settle on the budget in existence prior to the budgel
gevision request and any variance outside the thresholds will be deemed questioned costs.
The commenter recommended the following change to the last paragtaph of the section:

The commmmity agency must request a budget revision at Jeast thirty (30) days
prior to the agreement termination date. The Agreement Administrator must
respond in writing accepting or rejecting the budget revision or propose an
alternative budget revision within fiftcen (15) days of receiving the budget
revision request. If the Agrecment Administrator does not reply within this fime
period the budget revision is deemed accepted by the Agreement Administrator as
long as the community agency can prove yeceipt of the budget revision request by
the Depattment. I the revision approval is not granted, all costs that exceed the
approved agreement budget thresholds shall be deemed questioned costs. In
addition, any variance, if any, between the actual agency commitiment and the
budgeted amount shal! be adjusted on the agreement setflement form prior to cost

shating. (2)

Another commenter said that her agency cain support the requirement of requesting a
budget revision 30 days before the end of the agreement, if there is a corresponding
requitement for an Agreement Administrator o respond with an approval or rejection of
the budget revision in a given timeframe or that no response deems acceptance, The
commenter stated that her experiesice has been (o not receive formal approval and so the

commenter would expect a lot of frustration and uncertainty if this requirement were not
equatly balanced. (5)

Anothet commenter stated that MAAP defines an agreement as legally binding in Section
01, B. 1, which the commenter said is in conflict with State conlract janguage. The
commenter noted that the State’s Doiler-plate language in Rider B, 20 states that
“ggreements must have the approval of the State Controlier and the State Purchases
Review Commiltee before it is considered a valid enforceable agreement.” The
commenter stated that changes in the documents that do not follow such approval process
are neither valid nor enforceable, and are therefore not anditable agreements. 6

Response - [nits Policy & Procedures Manual, the DFHS Division of Purchased
Services gives Agreement Administeators fifteen (15) days to approve 2 budget revision.
It is not the intention of these MAAP rules to reiteraté policies and procedures for
Depattment personnel, as those policies and procedures are beyond the scope of these
rules. The Depattment did not make any changes to the final rule as a result of comments
made by commenters (1), (2) and (5).

Minor changes to an agreement, such as a budget revision, do not vequire the approval of
the State Controller and the State Purchases Review Committee. The Department did not
make any changes to the final rule as a vesult of the comment made by commenter (6).

11
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20.

21.

§.04. C.3.(d)

One commenter stated that this section should be amended to read: “The total agency
commitment differs from the budgeted amount by at Jeast 10% or $1,000, whichever is

greater.,” (1)

Response — An agency commitment is defined in the MAAP rule as the amount of
funding the community agency has pledged to the program. Unlike cxpenses where the
budgeted expenses do not always match actual expenses, the agency commitment is a
fixed number, where the budgeted commitment should equal the actual funds comumitted.
Therefore, the Department does not allow for a variance in what should be a fixed
amount, Should the agency need to change its commitment for good cause during the
year, the agency can request a budget revision. The Department did not make any
changes to the final rule as a tesult of this comment,

§.04C. 4

One commenter stated the second sentence of this section should be changed to: “The
Department enters info agreements where the Depactment patticipates in programs with
multiple funding sources. Below are the Department cost shaving principles to be
followed in the budget and settlement process for the funds committed to programs with

multiple funding sources.” (1)

Response — The Department has opted to describe the settiement process for ail
agreements, whether the agreement is funded by Department funds or multiple funds, If
the agreement involves only Department funds, many of the steps described in the section
would not be applicable. The Department has changed the title of this section to “Cost
Sharing Settlements” from the original “Cost Sharing Settiements (Multiple Funding

Sources).”
§.04 C. 4.(a)

One comumenter stated that the last sentence in this section exemplifies the
mischaracterization of the settlement process. The commenter stated that the settlement
process is not a “cost sharing” pracess. The commenter said that the process developed
in MAAP for settlement is a process of revenue sharing, and its purpose is to bring
principles that allow the State to share in all possible funding sources vessus paying for

an equitable amount of costs. (6)

Response — Section .01 B. 14. defines a cost shared settlemeit as an agreement where
multiple funding sources share in the expense of a funded service. Whether or not
Departient funding pays for an equitable amount of costs is beyond the scope of these
rules. The Department did not make any changes to the final rule as a result of this

comment.

12



§.04, C. 4.41)

22, One commenter stated that calling the final financial report the “agreement closeout

report” is inaccurate. The commenter stated that the Agreement Closeout Repotts are due
within 90 days after the agency’s fiscal year end (and are typically unaudited by the IPA),
whereas the MAAP reports are due within 9 months and represent the trae “final financial

report”. (6)

Response — The Depattment disagrees. Under Section .02, C. the comnmunity agency will
prepare the Schedule of Expenditures of Department Agreements (SEDA) based on its
final closeout report(s) and any interinm reports for agreements that have not closed. The
IPA will opine on the SEDA as it was prepared by the agency. The nine-month time
frame is to give an agency time to have its audit completed. The final closeout report,
which is due no later than 90 days after the agreement termination date, is the report that
the Departiment will settle. Any reports submitted after that time will not be accepted, as
the Department has unencumbered any remaining funds in the agreement.” The
Department did not make any changes as a result of this comment.

§ .04 C. 6. and §.05 B.

. One commenter stated that this section references the “examination process” but fails to

establish a clear process for both parties, The commenter stated that it scems reasonable
to establish time frames for State responsibilities similar to those established for

commumnity agencies. (6)

Another commentor stated that MAAD sets forth the time frame within which community
agencies must file their repotts to the Departinent. The commenter stated that this section
indicates the time frames within which community agencies must respond to a
Depariment examination of their submitted reports, The commenter said that this section
is silent as to the time frame within which the Depattment must perforin an examination
of the community agency’s submitted reports. The commenter stated that this has been
an area of great frastration in the past whexe it could be several years after the audit
report has been submitted before the Department issues an examination report,  The
commnenter stated that without timely feedback, the community agency does not receive
timely feedback of any problems encountered with the settlement. The commenter said
that a second problem with untimely examinations is that the agency has only sixty (60)
days to respond to an examination. The commenter stated that when the examination is
for an older year, the agency needs to go to the historical filing sites and pull out the
agteement files to review them to ensure that agency is in agreement with the
Department, and if not, research and prepare a response, all the while continuing current
operations. The commenter said that while the Division of Audit has made a
concentrated effort to get caught up on its examinations, there needs to be something in
the MAAP rules so history does not repeat itself. The commenter recommended the
following language be added to Section .04, C. 6.(c):

13
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25.

The Division of Audit shall prepare an examination report of community agencies
selected for Department examination, The results will be communicated to the
commumity agency and the Department within nine months of the community
agency submission of their statements to the Division of Audit. Failure to issue
an examination repott to the community agency within this timeframe constitutes
acceptance by the Department of the report as filed. (2)

Response — The Division of Audit has made a concentrated effort to become current with
its examinations of community agencies. However, the Division of Audit is not
guaranteed that sufficient resources will be provided in the future to allow the Division to
continue in its efforts to bring all examinations current. The Department made no changes
to the final rule as a result of this comment,

§.04D. 1L

One commenter stated that under Step b, there is a 1. under DHHS appeals, but a step b
under DOT step b appeals. To be consistent, the commenter recormmends a 2. next to the

DOT.

Response - The Departinent agrees and has made the suggested change,

§ .05A.2

One commenter stated that the word “negotiate” should be changed to “establish,” as the
process does not allow for negotiation to occur between the patties, (6)

Response — The Departiment disagrees, According to the Merriam-Webster Dictionary,
the definition of negotiate is: *T'o confer with amother so as to arrive at the settlement of
some matter”. Ttis the Depattment’s view that all agreements are negotiated. For
example, the Department has approval authority over an agency’s budget, but the
Department does not set the budget for the agency. The Departiment did not make any
changes to the final rule as a result of this cormment,

Commenteys:

R

Charles Newton, Penquis

Paut L. Morgan, CMA, Penguis

Julia Colpitts, Maine Coalition to End Domestic Violence
Brenda Peluso, Maine Association of Nonprofits

Debra Parry, Sentors Plus

Dale Hamilton, Community Health and Counseling Services
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