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Instructions for Use of the 202 1  Michigan School Audit ing  Manual  

 
The fiscal year end ing  June 30, 202 1 will bring many challenges for grants 

management and the audit s of federal funds provided to public education. This 

section is designed to assist the users of the manual in completing the year end 

audits. While not an all - inclusive list, the following sho uld be considered in planning 

and execution of audits for June 30,  202 1. 

¶ The Michigan School Audit ing  Manual is designed to assist auditors in 

applying the federal Compliance Supplement to the audit of public schools in 

Michigan. It is considered supplemen tal guidance.  

¶ The 202 1 Compliance Supplement is not expected to be issued before the 

end of June. Therefore, the 2021 School Auditing Manual is crafted after the 

2020 Compliance Supplement (August 2020) and the 2020 Compliance 

Supplement Addendum (December  2020). Guidance on any new programs 

created in response to the COVID -19 pandemic since the most recent 

Compliance Supplement and Addendum may be issued at a later date by the 

OMB.   

¶ The COVID -19 awards are  currently  funded under the following acts:  

o Coronav irus Preparedness and Response Supplemental Appropriations 

Act .  

o Families First Coronavirus Response Act . 

o Coronavirus Aid, Relief, and Economic Security Act (CARES Act) . 

o Paycheck Protection Program and Health Care Enhancement Act . 

o Coronavirus Response and R elief Supplemental Appropriations Act 

(CRRSA)  

o American Rescue Plan Act (ARP Act)  

¶ For the Department of Education, the Education Stabilization program 

includes the following CFDA/ Assistance Listings :  

o 84.425A Education Stabilization Fund ï State Educational Agency 

(Outlying Areas) . 

o 84.425C Governorôs Emergency Education Relief Fund (GEER).  

o 84.425D Elementary and Secondary School Emergency Relief Funds 

(ESSER) . 

o 84.425H Education Stabilization Fund ï Governors (Outlying Areas) . 

¶ The 20 20  Compliance Supplement used the ñpick 6ò concept for identifying 

compliance requirements that are subject to testing. It is not expected there 

will be a substantive change to the compliance requirements identified for 

testing from Education based grants, b ut the auditor must consider the 

possibility when planning Federal program testing . 

  



 

 

¶ The School Audit ing  Manual contains more testing guidance than what is 

contained in the Compliance Supplement. The best practice approach is to 

consult the Compliance Sup plement to determine what compliance 

requirements are subject to audit, consider the guidance in the Compliance 

Supplement, then review the School Audit Manual to identify specific 

guidance for testing the identified compliance requirements subject to 

test ing.  

¶ For auditors testing grants funded under ESSER, specific guidance is included 

in the 2020 Compliance Supplement  Addendum as CFDA/ Assistance Listing  

84.425 C & 84.425 D.  The auditor should consider Part 7 of the compliance 

supplement which discusses the approach needed when a federal program is 

not included in the Compliance Supplement. If guidance is subsequently 

issued by OMB prior to single audit reports being issued, the auditor may 

need to review the guidance and assess whether audit testing needs to  be 

revised.  

¶ ESSER funds are allocated to State Education Agencies (SEAs) by a formula 

based on the stateôs prior  fiscal year share of Title I, Part A. The SEA 

allocates these ESSER funds to LEAs using  this  same formula.  

¶ The ESSER funds were authorized by the CARES Act. The certification and 

agreements with SEAs need to be completed and signed prior to receiving a 

grant award.  

¶ Lastly, both new and/or  existing  programs that have substantively changed 

as a result of the COVID -19 pandemic will have a significa nt impact on the 

single audit process. Some key areas of focus for LEAs and auditors are as 

follows:  

o LEAs 

Á Changes in processes and controls throughout the year will need 

to be documented and communicated to the auditor as part of 

audit planning. Multiple p eriods may need to be considered  

during transitions in and out of  a remote learning environment.   

Á Grant performance requirements may have changed. If this is 

the case, the LEA should document what changed, how it 

modified processes and/or controls because of  the change, and 

how compliance has been maintained.  

Á Segregation of costs may be necessary , and the system must be 

able to capture the segregation. Consult MDE grant accounting 

guidance  to assist in determining how funds should be 

accounted for.  

  

https://www.michigan.gov/documents/mde/COVID-19_Accounting_Guidance_691616_7.pdf
https://www.michigan.gov/documents/mde/COVID-19_Accounting_Guidance_691616_7.pdf


 

 

Á Personnel compensation charged to federal grants is still 

required to be supported with documentation in accordance with 

2 CFR 200 §430. The LEA should ensure that these 

requirements are met based on the guidance provided for the 

specific program and whether/in what capacity employees of the 

program provided services during periods of shut down or 

remo te learning.  

o Auditors  

Á Major program selection will require the auditor to obtain an 

accurate projection of federal expenditures to determine the size 

of the program (Type A vs Type B), the total federal 

expenditures incurred, and to gain an understanding of any 

fluctuations in anticipated grant activity.  

Á Careful application of the major program selection criteria will 

be essential for an effective major program selection process. 

The major program selection may need to be revisited once a 

final SEFA has been received and once a comprehensive 

understanding o f potential impacts on risk assessments has 

been obtained.  

Á Fraud risks are raised when significant changes are adopted 

quickly. Required Fraud assessments should consider applicable 

risks.  

 

The MDE provides its latest guidance at www.michigan.gov/MDE . LEA s and 
auditors are encouraged to use this site to obtain the most up - to -date 

information related to grants management and planning for 202 1 single 

audits.  
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INTRODUCTION  
 

The Michigan Department of Education (MDE) provides this manual to assist public 

school districts and independent auditors in meeting the federal Office of 

Management and Budget (OMB) 2 Code of Federal Regulations (CFR) Part 20 0 

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 

Federal Awards, commonly called the Uniform Guidance. Unless otherwise noted, 
§200 references in this manual are to the sections within 2 CFR Part 200 which 

should be consul ted for more comprehensive information.  

 

The intent of this manual is to supplement, explain, and interpret the authoritative 

literature. The manual addresses high - risk areas and issues we believe need further 
explanation. It is not intended to completely explain and describe or be a substitute 

for the OMB 2 CFR Part 200 or other authoritative requirements. School 

management and independent auditors will need to refer to the authoritative 

literature, including those in the appendix of this manual to ensure  that all federal 

requirements are  met.  
 

Every public school district, including public school academies and intermediate 

school districts, regardless of whether the school district falls under the OMB 2 CFR 

Part 200 requirement, must submit a financial aud it, completed in accordance with 

Government Auditing Standards (GAS), to the MDE Office of Financial Management. 
The State School Aid Act requires  the audit due date as November 1. It is MDEôs 

responsibility to review the audits for the purpose of ensuring : 1) the audits meet 

the OMB 2 CFR Part 200 requirements and are performed in accordance with 

Generally Accepted Auditing Standards (GAAS) and Generally Accepted Government 

Auditing Standards (GAGAS) also known as GAS, and 2) all findings, questioned 

costs  and other audit issues are resolved in a timely manner.  
 

Generally Accepted Government Auditing Standards require  the staff assigned to 

conduct the audit to  collectively possess adequate professional proficiency for the 

required tasks and the audit organi zation must have appropriate quality controls for 

performing government al  audits. The audit organization is responsible for 
establishing and implementing a program to ensure that auditors meet the 

continuing professional education requirements, have an appropriate internal 

quality control system in place, and participate in an external quality control review 

(peer review) program. Audit organizations conducting government audits must 

have an independent external quality review or peer review once every three years. 
Firms that do not have proof of a peer review posted at the Amer ican Institute of 

Certified Public Accountants (AICPA) website are required to submit their peer 

review to MDE. MDE will not accept audits from firms that do not have proof of a 

peer  review.  
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For further information  contact:  

 
Gloria Suggitt  

Single Audit C oordinator  

Office of Financial Management  

Michigan Department of Education  

P.O. Box 30008  
Lansing, Michigan 48909  

517 -241 -2225  
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OVERVIEW  

 

I.  PUBLIC SCHOOL DISTRICT  RESPONSIBILITIES  
 

A.  Determine the type of audit required.  §200.501  

1.  All public school districts (including public school academies and  

intermediate school districts) must have a financial audit  performed  in 

accordance with  GAGAS.  

2.  A public school district that expends $750,000 or more in federal 
awards must also have a single audit as required by  OMB 2 CFR Part  

200.  

3.  A public school district that expends less than $750,000 in federal 

funds is exempt from federal audit requirements, u nless required by 

the terms of the award.  
4.  If the audited financial statements report federal funds received in 

excess  of  $750,000 but the district did not expend $750,000 or more 

in federal funds and therefore does not require a 2 CFR Part 200 audit, 

a not e should be included in the Notes to the Financial Statements 

explaining the reason for exclusion of the 2 CFR Part 200 audit.  
 

B.  Audit  Procurement  

1.  Procure or otherwise arrange for the  audits.  

2.  See General Audit Issues, Section D -  Procurement and Management 
of Audit Services in this manual and  §200.509.  

 

C. Prepare the Financial Statements  §200.510  

1.  Prepare Financial Statements that reflect the financial position, results 
of operations or changes in net position, and where appropriate, cash 

flows for t he fiscal year  audited.  

2.  Management Discussion & Analysis (MD&A) ï MDE and the Michigan 

Department of Treasury require the MD&A for all school districts. It is 
also required by Federal Financial Accounting Standards (FFAS) 15. 

The MD&A should be  included as  a section in the financial  statements.  

3.  Conflict of Interest and Related Party Transactions (RPT) ï Districts 

must document RPT in the footnotes to the financial statements. 

According to Governmental Accounting Standards Board (GASB) 62 
and AU §334 and §93 34, footnotes should include enough details to 

adequately describe the situation. Examples may include but are not 

limited to , management agreements; borrowing and lending; and sale 

or lease of real estate, buildings, and equipment. §200.112 states that 

the non -  federal entity (school district) must disclose in writing any 

potential conflict of interest to the federal awarding ag ency or pass -
through entity in accordance with applicable federal awarding agency  

policy.  

 

D.  Provide the auditor with access to personnel, accounts, books, records,  

supporting documentation, and other information as needed for the auditor 

to perform the requ ired  audits.   
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E. Populate the auditeeôs portion of the Form SF-SAC Data Collection Form 

(DCF) on the Federal Audit Clearinghouse (FAC)  website  for audits subject to 
Uniform Guidance . 

 

F. MDE will not require the district to submit the DCF with the audit package.  

The district or districtôs auditor should notify MDE that the audit has been 

certified on the FAC website. The MDE auditor will retrieve the DCF from the 
FAC website.  

 

G.  Prepare the Schedule of Expenditures of Federal Awards (SEFA)  §200.510 . 

See General Aud it Issues, Section A -  Reports and Schedules, VII. Schedule 

of Expenditures of Federal Awards in this manual.  

 
H.  Prepare the Summary Schedule of Prior Audit Findings (SSPAF) §200.511 for 

all findings reported in the prior audit (both single audit and financi al 

statement  findings ). See General Audit Issues, Section A -  Reports and 

Schedules, VIII. Summary Schedule of Prior Audit Findings in this  manual.  

 
I.  Prepare the Corrective Action Plan  (CAP)  §200.511  

1.  Include the audit finding reference numbers the auditor assigned  

under  §200.516(c). The finding must include the fiscal year in which 

the finding initially occurred.  

2.  Include findings related to the financial statements which are required 
to be reported in accordance with  GAGAS.  

3.  Provide the name(s) of th e contact person(s) responsible for corrective 

action, the corrective action planned, and the anticipated completion  

date.  

4.  If the district does not agree with the audit findings or believes 

corrective action is not required, the CAP must include an explana tion 
and specific  reasons.  

5.  The CAP must be a document on the district letterhead and separate 

from  the auditorôs findings.  This document must be included in the 

audit package submitted to MDE.  

6.  See General Audit Issues -  Section A, IX. Corrective Action Plan in this  
manual . 

 

J. Report  Submission  

1.  MDE, the Michigan Department of Treasury, and the Michigan 

Department of Health and H uman Services (MDHHS) have unified the 

audit submission/collection process. School districts need to submit 

one audit to MDE to meet the needs of these three departments and 
satisfy the audit requirements of Public Act 34 of  2001.  

2.  Submit an electronic copy  to MDE and other pass - through entities that 

request  a copy.  

3.  For 2 CFR Part 200 Audits, submit a copy to the  FAC. 

4.  See General Audit Issues, Section B -  Report Distribution in this  
manual.  
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K.  Subrecipient  Monitoring  

1.  Any school district granting federal funds  to another subrecipient entity 
must perform subrecipient  monitoring.  

2.  See General Audit Issues, Section C -  Subrecipient Monitoring of this  

manual.  

 

L.  Wr itte n Policies and Procedures ï Required by the Uniform  Guidance  
1.  Cash Management -  §200.302(b)(6) require s written procedures to 

implement the requirements of §200.305.  

2.  Allowability of Costs -  §200.302(b)(7) requires written procedures for 

determining the Allowability of costs in accordance with Subpart E ï 

Cost Principles and the terms and conditions of the federal  award.  

3.  Conflict of Interest -  §200.318(c) requires written standards of 
conduct covering conflicts of interest and governing the actions of 

employees engaged in the selection, award and administration of  

contracts.  

4.  Procurement -  §200.319(c) requires written procedures for 

procurement transactions.  
5.  Method for Conducting Technical Evaluations -  §200.320(d)(3) 

requires a written method for conducting technical evaluations of the 

procurement proposals received and procedures for selec ting  

recipients.  

6.  Travel Reimbursement -  §200.474(b) requires a written travel policy 
for costs incurred by employees and officers for travel, including costs 

of lodging, other subsistence, and incidental  expenses.  

 

II.  AUDITOR  RESPONSIBILITIES  

 

A.  Perform the aud it and provide the required reports and schedules §200.514  
and  §200.515.  

1.  Opinion on the financial  statements.  MDE cannot accept an audit 

report with a disclaimer of opinion.  

2.  Opinion on the Schedule of Expenditures of Federal Awards (SEFA) in 

relation  to th e financial statements as a  whole.  
3.  Report on internal control over financial reporting and compliance with 

federal statutes, regulations, and the terms and conditions of the 

federal award, noncompliance with which could have a material effect 

on the financ ial statements.  

4.  Report on compliance for each major program and report on internal 
control over  compliance.  

5.  Schedule of findings and questioned  costs.  

 

B.  Populate the auditorôs portion of the DCF on the Federal Audit Clearinghouse 

(FAC) website.  
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C. Use a risk -based approach to determine which federal programs are major 

programs. The risk -based approach must include consideration of current and 
prior audit experience, oversight by federal agencies and pass - through 

entities, and the inherent risk of the federal program. §200.518 and  

§200.519.  

1.  Identify Type A programs ï generally Ó$750,000 or Ó3% of federal 

expenditures.  
2.  Identify Type B programs ï federal programs not labeled Type  A.  

 

D.  Identify Type A programs which are low - risk ï must meet the following  

criteria:  

1.  Must have been audited as a major program in at least one of the two 

most recent audit  periods.  
2.  In the most recent audit period, the program must not have had any 

of the following:  

a.  Internal control deficiencies which were identified as material 

weaknesses in the auditorôs report on internal control for major 

programs as required  under  §200.515(c);  
b.  A modified opinion on the program in the auditorôs report on 

major program as required under §200.515(c);  or  

c.  Known or likely questioned costs that exceed 5% of the total 

federal awards expended for the  program.  

 
E. Identify Type B programs which are high - risk using professional judgment 

and  the criteria in §200.519, such  as:  

1.  Current and prior audit  experience.  

2.  Oversight exercised by federal agencie s and pass - through  entities.  

3.  Inherent risk of the federal  program.  

4.  The auditor is not required to identify more high - risk type B programs 
than at least one fourth the number of type A programs identified as  

low - risk.  

 

F. Determine if the auditee is a ñlow-risk auditeeò Ä200.520. An auditee that 

meets all the following conditions for each of the preceding two audit periods 
must qualify as a low - risk auditee to be eligible for reduced audit coverage in 

accordance  with  §200.518 .  

1.  Single audits were perfor med annually, including timely submission of 

the  data collection form and the audit reporting package with the  FAC. 

2.  The auditorôs opinions on the financial statements and the SEFA were 
unmodified.  

3.  There were no deficiencies in internal control which were i dentified as 

material weaknesses under the requirements of  GAGAS.  

4.  The auditor did not report a substantial doubt about the auditeeôs 

ability to continue as a going  concern.  
  



 

MICHIGAN SCHOOL AUDITING MANUAL  7 2020 -21  

5.  None of the federal programs had audit findings from any of the 

following in eith er of the preceding two audit periods in which they 
were classified as Type  A programs:  

a.  Internal control deficiencies that were identified as material 

weaknesses  in the auditorôs report on internal controls for major 

programs as required under §200.515(c);  

b.  A modified opinion on a major program in the auditorôs report 
on  major programs as required under §200.515(c);  or  

c.  Known or likely questioned costs that exceeded 5% of the total 

federal awards expended for a Type A program during the audit  

period.  

 

G.  Identify and audit the following as major programs  §200.518  
1.  All Type A programs not identified as low  risk.  

2.  All Type B programs identified as  high - risk.  

3.  Additional programs necessary to comply with the percentage of 

coverage  rule.  

a.  If the auditee meets the low - risk criteria in §200.520, auditor 
must audit additional programs such that in the aggregate, all 

major programs encompass at least 20% of total federal awards  

expended .  

b.  If the auditee does not meet the low - risk criteria in §200.520, 

the auditor must audit additional federal programs with federal 
awards expended that, in aggregate, all major programs 

encompass at least 40% of total federal awards  expended.  

4.  A cluster of programs must be considered as one program for 

determining major programs.  

 

H.  Audit Fi ndings  §200.516  
1.  Report audit findings in a Schedule of Findings and Questioned Costs  

(SFQC).  

2.  Audit findings must be presented in sufficient detail and clarity for the 

auditee to prepare a corrective action plan and take corrective action, 

and for federal a gencies and pass - through entities to arrive at a 
management  decision.  

3.  See General Audit Issues, Section A -  Reports and Schedules, VI. 

Schedule of Findings and Questioned Costs in this  manual.  

 

I.  Audit Documentation §200.517  
1.  Must comply with GAGAS and OMB 2 CFR Part 200, if  applicable.  

2.  Must support the auditorôs planning decisions and results of the audit.  

3.  Must be made available to MDE upon  request.  

4.  Must be retained for three years from the date of the audit  report.  
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GENERAL AUDIT ISSUES  

 
SECTION A  

 

REPORTS and SCHEDULES  

 

The following reports and schedules are required under OMB 2 CFR Part 200:  
 

I.  An audit report on the financial statements  §200.515 . 

 

II.  An audit report on the supplementary Schedule of Expenditures of Federal  

Awards  §200.515 . 

 
III.  An audit report on internal controls over financial reporting and on compliance 

and other matters based on an audit of financial statements performed in 

accordance  with GAS  §200.515 . 

 

IV.  An audit report on compliance with requirements that could have a direct  and 
material effect on each major federal program and on internal control over 

compliance in accordance with the Uniform Guidance  §200.515 . 

 

V.  REPORT ON FINDINGS OF SUSPECTED FRAUD AND/OR  EMBEZZLEMENT 

 
A.  During an engagement, the independent CPA should be constantly aware of 

the possibility of fraud , defalcation, misfeasance, nonfeasance, malfeasance,  

and/or embezzlement. AU §316 should be followed where applicable. If the 

possibility of the occurrence of any fiscal fraud, defalcation, misfeasance, 

nonfeasa nce, or malfeasance comes to the auditorôs attention, the CPA 

should notify the school  district.  
 

B.  The school district should make an ñoral reportò immediately to Caitlin 

Hengesbach (517 -335 -6858), Audit Manager of MDEôs Office of Financial 

Management. With in two weeks, the oral report should be followed up by a 

written report to the Audit Manager with a copy to the CPA disclosing the 
CPAôs findings. If the CPA does not receive a copy of the report within two 

weeks, then the CPA is required to report the inf ormation to  MDE.  

 

C. If the district fails to report suspected irregularities, MDE may withhold state 

aid  in accordance with §162 of the State School Aid Act or federal funds in 
accordance with §200.338. The independent CPA, unless otherwise directed 

in writing by the Audit Manager, Office of Financial Management, should 

complete the normal audit. To avoid any possible conflict with the 

professional ethics of the independent CPA pertaining to the client 

relationship, the district should give written permi ssion to the independent 
CPA to make the disclosures required by these reports, prior to commencing 

the audit. Preferably, this permission should be included in the engagement 

letter or contract for  audit.  
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D.  In addition, the district should consider referri ng the situation to the 

appropriate law enforcement  agency.  
 

VI.  SCHEDULE OF FINDINGS AND QUESTIONED COSTS  (SFQC)  

 

A.  Clear presentation of audit findings and questioned costs is important to 

single audit users. §200.515(d) requires the following three components  in 
the  SFQC:  

1.  A summary of the auditorôs results, which must include:  

a. The type of report the auditor issued on whether the financial 

statements audited were prepared in accordance with GAAP 

(i.e., unmodified opinion, qualified opinion, adverse opinion, or 

disclaimer of  opinion).  
b. Where applicable, a statement about whether significant 

deficiencies or material weaknesses in internal control were 

disclosed by the audit of the financial  statements.  

c. A statement as to whether the audit disclosed any 

noncompliance  that is material to the financial  statements.  
d. Where applicable, a statement about whether significant 

deficiencies or material weaknesses in internal control over 

major programs were  disclosed by the  audit.  

e. The type of report the auditor issued on compliance for major 

programs (i.e., unmodified opinion, qualified opinion, adverse 
opinion, or disclaimer of opinion).  

f. A statement by the auditor reporting whether the audit 

disclosed any audit findings under  §200.516(a).  

g. An identification of major progra ms by listing each individual 

major program  and the applicable CFDA/ Assistance Listing  

number ; however, in the case of a cluster of programs only the 
cluster name and applicable CFDA/ Assistance Listing  numbers  

as shown on the SEFA is  required.  

h. The dollar t hreshold used to distinguish between Type A and 

Type  B programs as described in §200.518(b)(1) or  (b)(3).  

i. A statement as to whether the auditee qualified as a low - risk 
auditee  under §200.520.  

2.  Findings relating to the financial statements which are required to be 

reported in accordance with  GAGAS.  

3.  Findings and questioned costs for federal awards . which must include 

audit findings as defined in  §200.516(a):  
a. Audit findings (e.g., internal control findings, compliance 

findings, questioned costs, or fraud) that relate to the same 

issue should be presented as a single audit finding. Where 

practical, audit findings should be organized by federal agency 

or pass - through  entity.  
b. Audit findings that relate to both the financial statements and 

federal awards should be reported in both sections of the  

schedule.   
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B.  The auditor must report the following as audit findings in the SFQC in 

accordance with  §200.516(a):  
1.  Significant deficiencies and material weaknesses in internal control 

over  major programs and significa nt instances of abuse relating to 

major  programs.  

2.  Material noncompliance with the provisions of federal statutes, 

regulations, or the terms and conditions of federal awards related to a 
major  program.  

3.  Known or likely questioned costs that are greater than $25,000 for a 

type of compliance requirement for a major  program.  

4.  Known questioned costs that are greater than $25,000 for a federal 

program which is not audited as a major  program.  

5.  The circumstances concerning why the auditorôs report on compliance 
for ea ch major program is other than an unmodified  opinion.  

6.  Known or likely fraud affecting a federal  award.  

7.  Instances where the results of audit follow -up procedures disclosed 

that the Summary Schedule of Prior Audit Findings (SSPAF) prepared 

by the auditee in accordance with §200.511(b) misrepresents the 
status of any prior audit  finding.  

 

C. Audit Finding Detail in accordance with §200.516(b). The following specific 

information must be included, as applicable, in federal audit  findings.  

1.  Reference number in the fo rmat required for the DCF submission, 
which is  the finding year and three -digit number  (20 xx -00x).  

2.  Federal program and specific federal award identification including the 

Catalog  of Federal Domestic Assistance ( CFDA/ Assistance Listing ) title 

and number, federal award identification number and year, name of 

federal agency, and name of the applicable pass - through  entity.  

3.  Criteria or specific requirement upon which the audit finding is based, 
including the federal statutes, regulations, or the terms and conditions 

of the  awards . 

4.  Condition found, including facts that support the deficiency identified in 

the  audit finding.  

5.  Statement of the cause identifying  the reason or explanation for the 
condition or the factors responsible for the difference between  the 

condition and the criteria, which may also serve as the basis for 

recommendations for corrective  action.  

6.  Possible effect to provide sufficient information to facilitate prompt and 

proper corrective  action.  
7.  Identification of questioned costs and how th ey were computed. 

Known questioned costs must be identified by applicable 

CFDA/ Assistance Listing  number(s) and applicable federal award 

identification  number(s).  
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8.  Information to provide perspective for judging the prevalence and 

consequences of the audit findings, such as whether the audit findings 
represent an isolated instance or a systemic problem. Where 

appropriate, instances identified must  be related to the universe and 

the number of cases examined and be quantified in terms of dollar 

value. Th e auditor should report whether the sampling was a 

statistically valid  sample.  
9.  Identification of whether the audit finding was a repeat of a finding in 

the immediately prior audit and if so, any applicable prior year audit 

finding numbers.  

10.  Recommendations to prevent future occurrences of the deficiency 

identified.  The recommended action may consist of returning funds 

received for disallowed expenditures.  
11.  Views of responsible district officials of the  auditee.  

12.  Include the auditorôs reasons for rejecting the views of the districtôs 

officials when those views oppose the auditorôs findings and 

conclusions.  

13.  If the auditorôs report does not include the applicable elements 
identified in these guidelines, then it must specify whether the 

information wi ll be disclosed later or give the reason(s) why it was not 

included in the report. For example, ñadditional information was not 

considered relevant or obtainable during the audit.ò Failure to provide 

well -developed findings or the exclusion of information may cause a 
determination that the report is substandard. A statement of grant 

purpose, amount of carryover available, grant allocation, etc., may be 

informational only. Do not include these items as findings in the 

Schedule of Findings and Questioned  Cost s.  

 

VII.  SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS  (SEFA)  
 

A.  Include all federal financial assistance (include grants, contracts, property, 

loans, loan guarantees, interest subsidies, cooperative agreements, 

insurance, or direct appropriations) and related expen ditures. These are 

reported whether received directly from the federal agencies or indirectly 
through other units of government, nonprofit organizations, etc. Examples  

include:  

1.  Payment from the county for Schools and Roads Grant, unrestricted -

use national forests.  

2.  Workforce Innovation and Opportunity Act (WIOA) funds received 
under contract from an administrative  agency.  

3.  Special Education, Individuals with Disabilities Education Act (IDEA), 

P.L. 101 -  476 and Title V received through the intermediate school 

district (ISD) or another school district acting as a fiscal  agent.  

4.  Payments in kind, such as United States Department of Agriculture 
(USDA) Donated Commodities  (Entitlement and Bonus) . The Recipient 

Entitlement Balance Report provided by the individual co mmodity 

consortia should be used to determine distribution of commodities to 

the school district during the  year.  
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5.  Energy grants: Energy Conservation Measures (ECM) and Technical 

Assistance (TA)  grants.  
6.  Loan amounts received from the Environmental Protectio n Agency 

(EPA) under Asbestos Hazard Emergency Response Act, etc. The value 

of loans should be reported separately in the schedule or disclosed in a 

footnote. Any interest subsidy or administrative costs allowance 

received during the fiscal year should be included in the  schedule.  
7.  Medicaid Outreach  claims.  

 

B.  Include the total federal awards expended as determined in accordance  with  

§200.502.  

 

C. List individual federal programs by federal agency. For a cluster of programs, 
provide the cluster name, list individual federal programs within the cluster of 

programs, and provide the applicable federal agency name. Clusters must be 

identified on the schedule and must be considered as one program for 

determining major programs. See  §200.510.  

 
D.  For awards passed through the MDE, name MDE as the pass - through entity 

and the identification number assigned by  MDE.  

 

E. Provide total federal awards expended for each federal program and the 

CFDA/ Assistance Listing  number. For a cluster of programs, also provide the 
total for the  cluster.  

 

F. Include the total amount provided to  subrecipients.  

 

G.  SCHEDULE OF FEDERAL AWARDS PROVIDED TO SUBRECIPIENTS (though 

not required by the Uniform Guidance, it is necessary to verify that the 
districts are reporting all federal expenditur es. This also aids the MDE Auditor 

in the determination of the single audit  requirement).  

1.  This schedule must be submitted when funds are passed through to 

another school district and should include all the  following:  

a. Subrecipientsô program(s) title and project  numbers.  
b. CFDA/ Assistance Listing  number of  federal program.  

c. Subrecipient award or contract amount. To the extent practical, 

identify the total amount provided from each program included 

in the  SEFA. 

d. Current year cash, etc., transferred to  subrecipient .  
e. Current year federal expenditures reported by  subrecipients.  

 

H.  Include notes that describe significant accounting policies used in preparing 

the schedule and note whether the rule for de minimis indirect cost rate in 

§200.414 was  used.  
 

I.  The following item s must be included in the Schedule for each active award 

(See example).  
1.  Approved amount of the  award/grant.  
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2.  CFDA/ Assistance Listing  number. If a CFDA/ Assistance Listing  number 

has not been assigned, identify it under  the caption ñother federal 
assistance.ò 

3.  Source code and project  number.  

4.  Beginning inventory and accrued or deferred revenue as of July 1, of 

prior  year.  
5.  Current year cash or payments in -kind received from federal  sources.  

6.  Current year actual expenditures of all federal  awards  

7.  Ending inventory and accrued or deferred revenue as of June 30, of  

current year.  

8.  Amounts of awards passed through to subrecipients as required by 

§200.510(b).  

9.  Adjustments to prior  year awards, expenditures and balances including  

transfers  between grants. All adjustments must be explained in the 
footnotes to the schedule.  

 

Note: Commodities remaining at the processor are not the property of the ordering 

school district. Commodities become the property of the district only when they are 

received at the district. The amounts reported as Entitlement and Bonus 
Commodities on the PAL Report will be the actual amounts received by th e district. 

These amounts should be reported on the SEFA a s received and expended. 

Amounts reported in the ñPilot Project F-Vò on the PAL Report are included in the 

Total column on the PAL Report as part of the Entitlement.  

 

J. All projects should be classified by program and all programs should be 
classified under the federal department that administers the program.  For 

each program and project, the schedule should identify whether assistance is 

received directly from a federal department or passed through a state or 

local recipient such as an ISD  or local school di strict . The schedule should 

provide unit amounts, subtotals, and totals for each classification (projects, 
programs by CFDA/ Assistance Listing  number, direct and pass - through, 

departments,  etc.).  

 

K.  The same amount of accrued/deferred revenue should be reported at 6/30 of 

current year (ending balances) and at 7/1 of subsequent year (beginning  
balances). Project adjustments may be reported when funds are returned by 

check or as a deduction from future funding requests, when transferred to 

another project,  or when a project is  amended.  If adjustments are included 

on the schedule, include a note explaining the adjustment in the Notes to the 

SEFA (see item 4 in section M  below).  
 

L.  The schedule should include the following statement: ñThe accompanying 

notes are  an integral part of this  schedule.ò 
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M.  The Uniform Guidance prescribes certain footnotes to the SEFA. In addition, 

the following footnotes must be included in the  schedule:  
1.  Describe the significant accounting policies used in preparing the 

schedule.  Quite often, reference to the financial statement footnotes 

will be appropriate  here.  

2.  Note that management has utilized the MDE Cash Management 

System (CMS) Grant Auditor Report (GAR) in preparing the SEFA. 
Differences between current payments re ported in the GAR and 

amounts reported in the schedule should be reconciled. The auditor 

should provide an explanation for all differences as a footnote to the  

schedule.  

3.  Note  that indicates whether the district chose to use the 10% de 

minimis indirect cost  rate.  
4.  When the adjustment column is used, a clear explanation must be 

given for each  adjustment.  

For example, the prior year SEFA includes an award for $213,000, 

expenditures of $209,000, an amount received of $213,000, deferred 

amount at June 30  of  $4,000. If for the current federal year, the award 
is adjusted downward  to  $209,000, report the original award of 

$213,000, prior year expenditures of  $209,000, and $4,000 in the 

adjustment column. The footnote may read, ñProject #021530-0102 

was reduced f rom $213,000 to $209,000 and the amount deferred at 

July 1 of $4,000 was returned to MDE (via  check  # )  or has been/will be 
taken out of a future request for funds, or the school district has 

recorded $4,000 as a payable to  MDE.ò 

 

N.  Schedule of Reconciliation  of Revenues with Expenditures for Federal Award 

Programs  

1.  The purpose of this schedule is to reconcile and explain any differences 
between the revenues from federal sources reported in the financial 

statements and the expenditures reported in the Schedule of 

Expenditures of Federal Awards. This schedule is to be prepared when 

there are several reconciling items. Otherwise, the reconciliation may 

be disclosed in a note to the SEFA. Items c and d should be properly 
reported on future financial reports to elim inate these differences. 

Differences may result from the  following:  

a. Income and outgoing transfers (identified by  program).  

b. Timing differences (i.e., GASB 33 revenue recognition  issues).  

c. Federal revenue reported as state revenue and vice  versa.  
d. Beginning an d/or ending accrued (deferred) revenues that have 

not been recognized in the financial  statements.  

2.  Rebates and discounts from USDA Donated Commodities in the 

National Commodities Processing (NCP) Program may be netted 

against expenditures in the financial statements. However, for 
Financial Information Database (FID) presentation and accuracy in 

reporting, rebates should be reported as revenue. Do not offset or 

reduce expenditures or show costs net of rebates from the NCP 

Program.   
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VIII.  SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS  (SS  

A.  The auditee is responsible for follow -up and corrective action on all audit 
findings. As part of this responsibility, the auditee must prepare a summary 

schedule of prior audit findings, (both financial statement and federal 

findings must be included). Include the audit finding reference numbers the 

auditor assigned  under  §200.516(c), including the fiscal year in which the 

finding initially occurred.  
 

B.  Include findings related to the financial statements which are required to b e 

reported in accordance with  GAGAS.  

 

C. Report the status of all audit findings included in the prior auditôs Schedule of 

Findings and Questioned Costs ( SFQC) . Include all findings reported in the 
prior auditôs SSPAF except audit findings listed as corrected , no longer valid , 

or not warranting further  action.  

1.  When audit findings were fully corrected, the summary schedule need 

only list the audit findings and state that corrective action was  taken.  

2.  When audit findings were not corrected or were only p artially 
corrected, the summary schedule must describe the reasons for the 

findingôs recurrence and planned corrective action, and any partial 

corrective action taken. When corrective action taken is significantly 

different from corrective action previousl y reported in a corrective 

action plan or in MDEôs management decision, the summary schedule 
must provide an  explanation.  

3.  When audit findings are no longer valid or do not warrant further 

action, the reasons for this position must be described in the summa ry 

schedule. All the following must have  occurred:  

a. Two years have passed since the audit report in which 

the finding occurred was submitted to the  FAC. 
b. MDE is not currently following up on the audit  finding.  

c. A management decision was not  issued.  

 

IX.  CORRECTIVE ACTION  PLAN 

 
A.  The school districtôs response to the findings must  be included with the audit 

report. It should be specific and action oriented. The response is required to 

be on the school districtôs letterhead, separate from the finding , and 

generally titled a s a corrective action plan. If funds are due to the state, they 

must be returned to resolve the finding. The corrective action plan should 
include the following  elements:  

1.  The school districtôs comments for each finding. Denote commen ts by 

the finding reference number. The finding must include the fiscal year 

in which the finding initially occurred.  

2.  The corrective steps that have already been  taken.  
3.  The steps that will be taken, along with target ed completion  dates.  
4.  The plan for monito ring adherence to the corrective action  plan.  
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5.  If warranted, reasons why the auditee does not consider corrective  

action necessary.  
6.  Name of responsible person(s) for further  information.  

7.  If questioned costs are being returned to the Department, disclose the 

mailing date and amount of the  check.  

 

B.  For funding passed through MDE: All audit findings are forwarded by the MDE 
Office  of Financial Management to the applicable program offices for 

evaluation and follow -up. If the questioned costs are unall owable, 

undocumented, unapproved, or unreasonable, or cash was received in 

advance and not expended within the grant time limits (deferred revenue), 

repayment of these funds is required, unless these conditions can be 

resolved to meet the requirements of t he grant. For USDA funding and most 
United States Department of Education (USED) funding, MDE will 

recover/reduce a future payment by the amount of questioned costs. 

However, for all other programs, funds may be recovered by the Grants 

System or the school  district may be asked to send a check payable to the 

Michigan Department of Education, with program name,  project and source 
codes reported on the stub. Checks should be mailed to the following  

address:  

 

Chief Cashier  

Michigan Department of Education  
P.O.  Box 30106  

Lansing, Michigan 48909  

Attention: Becki Gresh  

 

X.  MANAGEMENT LETTER 

 
A.  A management letter may be issued for nonmaterial internal control 

weaknesses  in accordance with GAGAS. Other nonmaterial instances of 

noncompliance with state and local laws and regulations may also be 

reported in the management letter. GAGAS allows this communication to be 

oral; MDE prefers the written  format.  
 

B.  If more than one management letter is issued, or if a letter to the director of 

business or finance, etc. is is sued along with a separate letter to 

management,  MDE should receive both letters. Communications with the 

audit committee (or equivalent) for certain matters related to the conduct of 
an audit under AU §260 and §265 do not preclude the issuance or 

replace m ent of  the auditorôs responsibility to issue a management letter.  
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