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As a reminder, today's call is being recorded. Without further delay, I will turn your call over to Mr. Tim Fuchs.

TIM FUCHS: Welcome to Part One of Edgar and More webcast on the Department of Education's Guidelines and Administrative Regulations. I am Tim Fuchs and today’s webcast is provided by the CILNET a program for Centers for Independent Living and the ILNET. The ILNET is operated by ILRU in Houston, Texas in partnership with the National Council on Independent Living (NCIL), here in Washington, D.C., and the Association of Programs for Rural Independent Living (APRIL) in Little Rock, Arkansas. I wanted to make a few brief announcements. We believe this new platform will provide us with increased capabilities and provide you with high quality, attractive and accessible webcast information. We hope you agree. 

The webcast participants may also ask questions by using the text box under the emoticon and the webcast platform on the Captioning screen. The materials for today's call include the power point presentation and handouts located on our website. And the website is at www.ncil.org/training/edgar2009materials.html I will give that one more time
 www.ncil.org/training/edgar2009materials.html. 

If you are participating by telephone and have not accessed those materials yet you are going to want to do so now. It will make it very easy to follow the presentation. But, as webcast participants, the power point is displayed on your screen but you want to go to training page at the end of the call. Our evaluation forms, we put a lot of effort into making them brief and easy to complete and they are important to us, so please do that. And, with that, it is time to be in her presentation. So I want to present our presenters for today. We have Sean Barrett, Independent Living Programs Specialist in the IL Unit at RSA, and Bill Bethel, Fiscal Unit Chief with the State Monitoring and Program Inprovement Division at RSA and Wendy Gagliardo who is CFO at the Resource Center for Independent Living at Utica in New York. Without further ado, I'll turn it over to Sean to begin the presentation. 

SEAN BARRETT: Thank you Tim. Thank you everyone for joining us today. I wanted to start off with some overviews of what we will be presenting today and what Wendy will be presenting in large part on Thursday, the second part of this training. First of all, I want you to keep in mind that this is a two-phase training and it is designed with that specifically in mind. Using the broadest possible terms, you could look at this as the first one today, which will be Bill and I talking about some of sort of the legal and regulatory background of Edgar A122 and related items. Thursday will be more of the Wendy talking about her experience in running what is now a large CIL and was formally a very much smaller CIL and have these items helped them grow and maintain, not only the integrity of their services but also their relationships with vendors and the community. 

If I were to say there were some overarching themes of this presentation, things to keep in mind, I would come up with three of these. The first one would be, these are not new requirements nor are they specific to the Department of Ed. I am getting a little feedback, hopefully that will clear up. There it goes. Let me restate that. 

These are not new requirements, not new legal requirement, nor are they specific to the Department of Ed or to RSA. A lot of these A122, especially are related to sound sort of fiscal nonprofit managements. 

Secondly I would encourage you to keep in mind that this might be a lot of new information to some of you. The good news is that this knowledge is available locally. How to administer and track federal grants is something that you typically get from local finance departments, colleges and universities, sometimes the United Way puts on classes, and CPAs or individuals usually have to be good with this stuff. My encouragement for you would be to understand to take with you at today’s training. There is really no practical way that we can give you every piece of information on the all of these things that would be helpful for you in the future. Our goal is to keep its foundation and structures so you can ask future questions. And, so that you can have conversations with your local experts as you continue to develop the expertise within your sector. 

And lastly, these are more than just rules and regulations. These are the foundations of solid non profit administrations and would be critical in not only successful resource development efforts but also any organizational growth that you encourage in the future. We will encourage you to keep that in mind as you progress. 

With that we reviewed in mind, I will turn it over to Bill Bethel. 

BILL BETHEL: Good afternoon and my name is Bill Bethel. Welcome to you all. As we look at fiscal planning on slide two a financial planning and program development, I an analyst an ounce because we talk about financial issues. Because you try to make it more interesting than watching paint dry. But it is very important because as the slide tells you all fiscal decisions have impact on programs. It’s what drives the programs of the CILS I visited is that they are very dedicated to helping people in independent living, but seeing administration is a challenge to them. And, it’s like how can I fuse financial administrative oversight into my program decisions? And good programs cannot be separated from good fiscal programs. You’ll find that good fiscal programs of good fiscal management of CILs result in growing CILS. Because when funders are looking at who to give money to whether it be grants or foundations or donations they are always more attractive if the CIL is more financially strong and can track their dollars. And it can show them really a return on their investment. 

First of all, we look at Edgar, and Edgar talks about how recipients shall have financial data and have it relate to performance data and be able to develop unit cost information whenever practical. And, in plain English what it’s trying to show exactly what your costs are and how they relate to the performance of the CIL. 

When you look at financial management systems, you want to include the following things: You want to make sure you have accurate, current and complete disclosure of the financial results of each one your federally sponsored projects. What’s that saying? What we're looking for is no matter who looks at your books or whatever question they ask, you would be able to show them and track the dollars within your programs for each of your federally funded projects. 

Another thing about a good financial system management is: records that identify adequately the source and application of funds for federally sponsored activities. Again, simply stated, what you are looking for is to be able to show and follow the dollars. And what exactly is being used for those dollars. 

When we talk about financial management systems the challenge is always, well how sophisticated does it need to be? We don't have a lot of software, we don’t have a lot of computer capability, that is always nice to have, but you can develop a good system in a basic Excel spreadsheet or in one developed by hand, obviously and Excel would facilitate the management of your funds. As a management system would have is accepted control of that manageability of the funds. You want to make sure that the funds are used solely for the purposes that they were granted to you for or contracted to you for. And if anybody asks you, okay why did you spend this amount of money on this particular process or activity, you would be able to track it back and show how those dollars benefit that particular grant. 

Another thing that a good financial management system has is to be able to compare the outlay’s which is your expenditures with budget amounts. Be able to track your budgets. But some organizations, not necessarily CILs, but some organizations have situations where there calling pooling their money, they put it in one pot. That is very convenient for people working in Accounting but when you try to break that out and try to track the individual grants and individual contracts you’re not going to be able to do that. They can have one bank account but to be able to break out how each different funding sources are being used. And be able to tell the person who is the grantor exactly how the funds are used and how the grant is benefitting and how the terms and conditions of the grant or contact. 

The written procedures are important they don’t have to be complicated. I’m always telling people when you’re writing your procedures go to the Internet and download OMB822. We’ll be talking a lot about it. Download it and make a word document out of it and put it on your computer. If you don't have a computer, make a hard copy. The reason why a Word document is convenient, if you have any questions on is something is allowable or how you can handle something, you can actually put a search mechanism on your Word document. Say you want to know about a particular cause principle, you can type the Word in. Whether it be meetings or travel or transportation or whatever you are interested in, you can be able to put that in the search document and be able to go right to this section, where it will give you a specific direction of what he can and can't do in that particular area. Especially important when you want to talk about direct or indirect costs, which we’ll talk about a little bit later.
And, last but not least, these are not the only issues and important concepts of the fiscal management system today. We are just trying to get the main points. Is your accounting records being able to be supported by existing source documentation? You have an auditor or monitor come into your organization and open up your records, and say, have an expenditure of $100 for a widget track that money. You should have your accounting set up so you can track it all the way down to the original purchase order or permission two expand those dollars in how they tied back to the grant of how they were funded at how you allocated those costs out which we will talk about more later. 

Program income is a way that you are able to expand your capability, charge fees within your CIL, using that money coming back to support your other operations within your CIL. People ask what kind of audits do we have to have? Only if you receive $500,000 or more from the federal government are you required to do an audit. Some people say, Bill, I see in the 122 that it is not an allowable cost unless it is it 133 audits. You can still do financials, but what happened is the audit under the cost of A122 if you below $500,000. Financial said it would just be like a corporate bank statement where you'd be able to check your dollars and balance your books. 

We will be going into that second and third slide, or the third slide, I’m sorry. We are talking about cost allocation. I think it is important to at first to talk about the dreaded words, cognizant agency. It took me about a year to pronounce it correctly. But a cognizant agency is really whatever federal agency grants that most money to your organization. That’s how you determine your cognizant agency. Bill, what happens if six months after I get the cognizant agency said it is Health and Human Services, I get another $10,000 from the Department of Education? Once an agency is assigned cognizance for a particular non-profit organization, the assignment will not change unless it is a major long term shift in the dollar value at federal awards of that organization. So if you have a change and its minor or its temporary, just a onetime grant, then the cognizant agency would not change. We talked about the cognizant agency because that the person you want to talk to about what the best thing for the indirect cost rate or cost allocation. As we go through the next sections we will talk about slides three and four because they have the same kind of questions, they have cost allocations and indirect costs. Both of them give you a chance to recoup indirect cost. It is just a different mode of getting at indirect costs. You are required to do a cost allocation and indirect costs, both of them help you recovery the indirect costs. Direct cost versus indirect costs, what does that mean? Direct costs are those costs specifically tied to a final cost objective that is tied to a grant. I could tie it to these funds being spent ties to this grant. An example, you could have Sally Smith works 50% on Grant A at 50% on Grant B. Although her time is allocated 50% to each grant, that is a direct cost. There is no question about that cost being directly tied to that grant. The interesting part is when you get into indirect costs. The indirect costs of those have incurred for common or joint objectives and can't really be identified as a particular cost objective. And there are a couple of examples. 

You have an executive director who is working on multiple grants. He or she may be working on several grants at one time and there is no way that she can't keep a time study or personal activity report that would track that. Then his or her time would be entered in to a cost allocation plan or an indirect cost rate. 

Another indirect cost that could be taken and recouped through an indirect cost rate or cost allocation plan would be let’s say, Payroll. If you have a nonprofit with 25 or 30 staff, and the person does payroll and there is no way of knowing each staff is broken up between four or five grants possibly, how could you possibly determine how much of that person's time should be charged, or if you contract your payroll out, you may have the additional challenge of how to do my payroll cost for me. That would be something that you could be able to track, or to track it would not be cost-effective. Those are your indirect costs. 

It is always best to be able to do your indirect cost to do it tracking. If you develop an indirect cost rate or cost allocation plan in order to pick up indirect costs. 

When you are talking about indirect costs or direct cost, there are some basic considerations that are covered in A122. And I really strongly suggesting that you get A122 electronically on your computer or at least a hard copy. Because it will save you a lot of time, it will help you in your financial planning. You will find yourself being a better planner, and be able to answer questions that monitors or auditors ask you because you will be well aware of that document they use when they are looking at the cost. 

Let's talk about the things that affect the allow ability of cost. Is a cost reasonable and is it allocable? I love that word allocable. It means, can you allocate it to a cost. We will talk more specifically later about what reasonable is and what allocable is. But factors that talk about the allow ability of cost must conform to principles in 122. As you go through 122, you will find a listing of those things that are allowable and a listing of things unallowable. And sometimes with each one of those categories they will give you exceptions and say this is allowable where this isn't. But 122 as a reference document for you to learn and to explore those things that affect the allow ability of costs. That is the difference. But the key thing is 122. And, if you download that, you will be able to type in any search word and come up with the answer to any that question you have in 122. Also, to be allowable it must be consistent with the policies and procedures which you have in your organization. Remember, federal funds and nonfederal funds must be treated with the same way that your accounting procedures are set up. If your particular organization does not allow a particular charge being made to non federal funds you wouldn’t make it to federal funds. And a good guideline is what everyone tells you about is generally accepted accounting principles is your Bible which is how you keep your books and tract your costs. 

And again, another thing that helps allow ability is making sure things are adequately documented. Remember what we were talking about before what makes for a good financial management system is keeping things adequately documented. 

Someone else mentioned allow ability of cost. If you are using any of your costs within your organization for match purposes to match one of your grants, Part C is not applicable. If you have another grant you are matching, you can not then use to match another grant.
There is another matching requirement, but keep in mind that if you do use anything for a match, that has not been applied to another federally funded program. 

Remember we’re talking about reasonable and things being allocable. Let's talk about reasonable. What makes a reasonable cost? What might be reasonable to one person may not be reasonable to another. Generally speaking these are questions you can ask yourself, this is clearly spelled out in 122 but let me give you an overview. Is this cost ordinary or necessary for the organization or the performance of the award. Two are the restraints and requirements of the federal and state laws or are the terms and conditions of the award being followed. Because if any of the source documents or regulatory instruments have restraints or requirements, then it does not become a reasonable cost. And, you have to understand that some grants allow some costs while other grants will not allow. There will be a reasonable cost and allowable costs under one Grant but not another. That is why you have to be aware of to state and federal laws and restraints on your particular award might have and any other applicable regulations. Also, some business practices. When you’re talking like you’re contracting outside agencies. 

Another thing that determines a reasonable cost, did the individual, the account were the manager concerned act with prudence considering their responsibilities to the organization cracks whip the prudent person make this kind of expenditure on cost? And last but not least, under reasonable cost, significant deviation from standard practices of the organization, which may unjustifiably, increased the award cost. So again, is it ordinary and necessary for the operation of the organization? Be mindful of the restraints and requirements of the state laws and the federal laws. Did the individual act with prudence in their actions considering their responsibilities to the organization as members, and police, etc.? And significant deviations from the established practices of the organization which may justifiably increase award costs. In other words, if reasonable cost and not make sense, and these are volatile costs. Benefits received. I would say you could put that at the top of your list of things that I would have you learned today and to keep in mind. A cost is allocable to a particular cost objectives, a fancy way of saying to a particular grant or contract, in accordance or at the level of a grant received. So it futurity cost to a grant you should be able to say show that it benefited that particular grant. 

Under the benefits, was it encouraged specifically for that award? Because understand if it was occurred for that award or other words, that those awards should be allocated to that particular cost. And we will get to salaries which is also the biggest dollar amount. 

Another thing under allocable cost is the benefits to pour the award to be distributed to every stumble portion of benefits received. Keep talking about reasonable apportionment and reasonable account received. 

Another flag might want to put herself is the cost for an award or received for these principles may not be shifted to other awards overcoming funding deficiencies or to avoid restrictions imposed by law or by the terms of the award. For example, there is a particular cost that has a grant that desktops cover administration. So because it does not cover that, I will charge it to another administrative grant. I don't have enough money in that Grant, so of a shift that cost to another grant. It can't be done. What you're using this particular time is unrestricted funds. It could be in your donations. Any funds that are unrestricted could be used to fill this particular cap. Let me say that again. Any cost allocable to a particular award or as our cost objectives under these principles, and we are talking about A 122, it may not be shifted to other federal awards to overcome the deficiencies or to avoid restrictions imposed by law or by terms of the award. 

Again, we are talking about slide to three and slide four, and it is noticed that both of them pretty much ask the same kind of thing. When aspects are required, how do I get one, what is allowed and what is not. I believe that these particular questions are mostly directed to your cognizant agency. For us to try to do proper instructions cost allocation, how to put it together on a cost allocation plan for cost rate would not serve at this time, we would leave things out. Corporate the kindness and agencies would have a particular approach. Some cognizant agencies would actually . 

Simply speaking the cost allocation plan, once it is developed, it doesn't have to be redone every year. You will have your cost within the agency, approve your cost allocation plan, they will send you approval, and there is notification. Every year, you will have a letter stating of your cost allocation plan. What is the change of it? Different switches in the funding, new and large grants, things like that. You can send an amendment, at the end of your fiscal year, you have to submit a new plan. What it is, one is to have a plan on how you plan to spread your indirect costs to indirect costs of a different grants and the funding resources. And the other is the percentage of the based figure which you're agency will share with you. In dealing with your agency, you can decide which is best for you. You need to have an indirect cost rate or cost allocation plan in place if you are dealing with the -- if you are taking any federal funds. 

Now, we have talked about the indirect costs, the cost allocation plans, and let's talk about the largest thing in an organization, payroll. Now, just for your reference under OMB-A-122, I would refer you to Attachment B, Paragraph 8. It talks about the compensation for the personal services. This is a fancy way of saying the salaries, wages and fringes. This distribution of salary and wages must be supported. This is important. This is not something new that has come along. This has been around for a long time. We are trying to assist the agencies to understand the requirements of the A-122. The distribution awards must be supported by the personnel activity reports except when a substitute system has been approved in writing by the cognizant agency. That is the sampling and random reviews, but as a rule, you are doing the personal activity reports and you come with a substitute system that the cognizant agency approves, and we are dealing with slides 3 and 4. Most of your costs are going to be charged directly to the awards. How do we do that? What is the allowed and what is not allowed? It's important that these reports are done after the facts. The employee should keep track of the time spent on each of the grants that they are being charged too. That has to be done at least once per month, and it must coincide with one or more pay period. If you are a weekly pay period, you can do it for one week; you can do it for that percentage and that allocation. You are on a biweekly pay period, you would have a personal activity report that is covering two weeks. These are not estimated times. Anyone auditing or reviewing those will be looking for backup. So those are the percent packages of the grants and -- percentages of the grants. The following month you will do it again. Each report must account for the total activity of the employees that are compensated for the particular grants. Those are including the ones that are 100% of the grants. There is different ways. There is no magic way, no required way, and you have to be able to track your particular percentages back to actual work papers that each one of your employees has developed. 

Now, this particular personal activity report has to be signed by the employee or the supervisor who is aware of their activities, they can certify it. We sometimes have the challenge of agencies that we use a budget to estimate the break down of the costs. In other words, 50% of my moneys come from Grant A, and 50% of my budget of the organization comes from Grant B. So everybody's cost is split 50/50. You use the budget estimates to determine before the services are performed do not qualify for the reports and forms. In other words, you wouldn't know how the dollars are split out until the end of that tracking period. Well, still, this can get kind of scary. Initially, it appears so, but then you start managing your money. For instance, let's say you have a particular month where you have activities in Grant A, the entire month is Grant A, but that is only making up 25% of your total budget. Well, you have to keep in mind that you allocate staff on the given activities that are going to move towards the funding. It does give the manager an idea of the times that are being spent, where the people's times are being spent. If it is overcharged, maybe there is too much time being spent on a particular grant. Maybe the grant only supports my organization for 25% of the time, but over the year’s time, if I manage it, it will be 25%. It's important that your employees understand they need to fill it out correctly. It can be an easy audit issue. An auditor will interview individual staff, and if the interview is contrary to what they are seeing in the reports that these people are putting in, sometimes the [ inaudible ] will discontinue the entire amount. You need to do these activity reports at least on a monthly basis. If you are weekly, you can do it for one week, and then keep an activity for the other weeks, and then if it's biweekly, you do it during the pay period of those months. 

Questions? 

OPERATOR: If you have a question or a comment you can do so by pressing zero then 1 on your telephone key pad. 

It looks like your first question comes from Andrew Sailor. Go ahead. 

CALLER: Part B and Part C funding, if you look at -- that's the only funding that we receive. If you look at the requirements of grant, they are identical. They are the same in RSA. How do you define the personal allocations, how do you find -- how do you define what is part B and part C money if you are working on the same job. 

SEAN BARRETT:  This is Sean. Thank you for that question. It's a common question. It would be unfortunate if it was not ask. One of the things to keep in mind is that the -- that they have the same goal each day. The tasks that you are doing and spending with the funds, they don't have to be the same thing. These are the examples -- these are examples off of the top of my head, I would encourage you to have conversations with a CPA or an ILRU representative. It's hard to determine the specific amount. As Sean has alluded to, it's a recommended practice -- not a required -- a recommended practice, and with your state agency that gives you the part B money is to identify the specific moneys. It's a clear and crisp way to maximize the dollars on part B. Does that help? 

CALLER:  A little bit. Unfortunately, we don't get hardly any direction from our state agency or our DSU, they tell us to, you know, follow the federal regulations and what they are, and then they just let us go. 

Thank you. 

OPERATOR: If anyone else has questions at this time, please press star and then 1 on the telephone key pad.  The next question comes from Sandy. 

CALLER:  I've got two grants. One is my federal grant, and the other is the local grantor, local funder. Both bay for independent living services. My staff is doing the same job with two parts of money, how do I differentiate that? 

SEAN: Hi, Sandy. 

CALLER SANDY: Hi, Sean. 

SEAN BARRETT:  Let me real quickly address that. I think if you would look at -- we don't have the contracts or the agreements in front of us, which can be part of a larger conversation. 

Uh-huh. 

So we don't know if they are actually requiring the same things. There may be some lines there where it is clear that they are not -- you know, that they have different requirements and agreements. 

Uh-huh. 

That's the first thing you want to be clear about. 

Okay. 

This goes back to the first question: There is a difference between what people do during the week versus having a common goal. Even if it is a similar activity, it can happen in a different location, a different part of the city, and there is different ways when it comes to breaking those apart. At the end of the day, you can say: The mono you gave us -- you gave us to -- the money you gave us to accomplish these things, accomplished these things, and you can do that, and then you can take it back to your boss and say, this is the great job that we did with the money, document that, and it's better than not documenting where that money really went. 

Well, my auditor is really happy. I just have to rewrite all of this stuff, so you are all there. 

We can look at. We can look at the specific details. 

Yeah. 

Frankly, we haven't -- 

Right. 

I understand. It was just a general -- thanks. 

Yeah. 

OPERATOR: Anyone else? 

At this time, I would like to turn it over to Mr. Fuchs for any web questions he may have. 

TIM FUCHS:  Thank you. I have a couple. 

The first one I want to point out is: I have a question about A-122, and that is directly linked on the training page that I referenced on the beginning of the call. It's the same page that you received on the confirmation e-mail where the links to the webcast was included. If you go to the confirmation e-mail or training page, you will be able to access 122. I am aware of how I access EDGAR online, but I wanted to know if you had a specific way to link to that? If not, I will tell you the way I go. 

I would Google EDGAR, if you do that, you will go to the actual websites. 

We should say what EDGAR stands for, Education Department General Administrative Regulations. 
Under the training manuals there are -- manuals, there are sections that are most relevant to [ inaudible ] and [ inaudible ], and we have done that for a previous training and that is a place that is easily referenced to get the information. I'm going to move on to the second question, and that comes from Dawn Francis. And Dawn states a lot of people are not doing the [ inaudible ] and the [ inaudible ], how do we get the word out that they develop the activity reports and report them. Any tips?

As you do the contacts with the agencies, as part of your contact, you need to discuss this with them. There is no special way to get the information out. I realize that there are some areas that were not aware of this, it's been around for a long time, and the only thing I would recommend to you is that -- the different organizations and the state agencies and such start sharing not only the personal activity reports but the A-122 of the fiscal management system. 

I would add quickly to look around to your local non-profit communities. These are issues that the other directors are facing and you may sit next to somebody in a meeting one day that would have a great way of doing it. This comes from Karen Michalski. 

QUESTION: What are your suggestions? 

SEAN: Don't do that. [ Laughter ] No, you can only charge to the grant those activities in which the grant benefits from. I understand what you are say c. c. c. saying, but it is not a good practice and it will leave you vulnerability. You can only charge the grant for those things that are benefiting the grant. 

As long as that is what the grant is working on. 

Right. 

Okay. 

If you maximize it to the personality of the grant. 

It's not allowable for A122. 

Okay. 

TIM: Julie, thank you. We have time for one more question. 

OPERATOR: I have one last audio question from Mary Eilsizer, go ahead, Mary. 

I'm sorry, Mary, we are not able to hear you. 
CALLER: Can you hear me now? My question is about an audit. You mentioned earlier that federal funds are an allowable expenditure for financial statements even though you don't spend the entire $500,000. I logged on to OMB 122, and there is an extension on the services and organizations. Can you expand on that? 

I'm not familiar with what section you are looking at, but you can't spend funds on an audit unless you have $500,000 or more. You can have your accountant or your CPA manage that for you. Those are audited by an outside firm other than the ones that put it together. 

SEAN BARRETT:  This is Sean. One of the things I ran in to in this area is the language. People use the word audit and it means different things to different people. I would contact them and tell them, hey, I am non-profit, this is my annual budget, and what are my options to have someone come in a structural way and look at my information. Any time you have someone review your financials that becomes an audit. Once they say they have certified your financials, they have audited them, finalized them in the mode that they have financed the mixture rule, and that is a -- financed them, and that is an audit and you have to have those funds in a restricted account. 

Thank you. 

You're welcome. 

That was the last of the audio questions at this time. Would you like to continue with your presentation? 

Okay. 

Thank you. 

SEAN BARRETT: I'm going to run through some slides here, roughly 5-12, we want to leave time at the end of the presentation for more questions, and I would also like to go back and reiterate the notion I mentioned earlier, this is -- we are about an hour through of what is ultimately three hours. Hopefully these will blend together. This will prove to the vendors that the money you are getting is impacting XY and Z. The structure created by the different things that Bill is talking about enhances your ability to do that. I'm sure Wendy will go through that in her presentation on Thursday. 

Are you required to do this? 

There are sections in 704 where you have to report your availability. I'm not going -- this is unique. Most federal resources don't say, hey, use our money and generate more. This is an important aspect. 

What can I say, I'm sorry I am moving on to slide six. What can I do with what funds? Bill addressed a lot of this. One of the things you want to be careful about is: If you say funds are covered by C in this case, then they are actually funded by activities authorized by C. What is a common see that we end up seeing in the centers and the states as we go out is if you have the activities that are not allowable under C, you need to have the mechanisms in place to really prove -- you can use different words here, firewalls is a common word, but you need to show they are separated out. You need to have accurate paper trail to keep the auditors happy and to keep them from asking questions. It's laid out there, its right there, and it clear. 

It provides internal checks and balances not only for the reviewer, but also for you to ensure that the funds are safe guarded and they are being spent the way you want them to be spent according to the grant or the contract. I realize the next slide, slide 7, the questions and the answers, but we are going to talk about the resources and activities. We will leave more time for the Q & A at the end. 

I just want to jump off of what Bill said, that goes back to the earlier point of having the structure, it allows you to document these activities. It allows you to know what is separating what. It is a management tool for you. It gives you the capacity two months in to a project versus 12 months of the project. 

We are going to go on to the next slide, slide 8, more resource development and activities. How do we provide the resources to be developed. If you know what is costing you more or less. What is demanding more of your travel and phone -- and phone costs. That is not only a flag that it is drawing too much costs, but, hey, here is a target for the future resource development activities. 

The second bullet here, stating the obvious, but we want to make sure that the resources you are developing are can connected with the centers mission. Where do you want to be? How is it going to relate to the cost allocations and mechanisms that you have set up. 

And I think -- think broadly about the term resources which is by the last bullet there. It's not always money in the door, but I like to think of it as less money going out the door. Maybe it's a local deal, a Costco or Sam's Club. How do I -- next slide, No. 9, how do I plan for budget and allocations. I am going to encourage Bill to chime in here, its part of the forecasted expenditures and the shared costs. What has this cost me before? Every budget I have filled out had a line for fringe, travel, and phone. These costs you shouldn't get. Not only does guessing get you in trouble in the future, but the first thing you write down on what you think the costs will be, you should have a significant amount of information as to what that has cost you for the last six months. 

Go ahead, Bill. 

BILL BETHEL: This is where the personal activity reports are helpful. You can see the ebbs and the flows of the personal costs and expenses. You can see towards the beginning of the year, you are going to spend more money there. You need this grant, you need in this area, and you didn't have enough for this area, this activity. The things that are required by 122, the personal activity reports, or the internal controls; those can be used as a template for planning next year. Where did we do it right? Where did we do well? Where could we have been more thrifty or budget better. Some people budget as they go along. If you don't have a target, you won't know until you get there. Without that target, you won't be able to move to a larger and better environment. 

One of the things that they, that is they ran in to the expenses. 

Slide 10, what is program income and how does it relate to resource development? It specific points that point out the regulations and the legalistic information. I would encourage you to read these documents and become familiar with them. And/or have these conversations with your accountant, the head of your finance committee. Using your broader terms is the money you get generated by the Part B activities. The advantages of the program income is to be used to reduce towards the expenditure charts and the regular funding. So if you can talk about that and how it goes from year to year. You can realize that this is the program expectations through the next year especially if it is a program that is just developing, then you really don't have a -- it's a track record of how you would create or allocate the costs. 

Let me expand on that just a bit. You are expanding your ability to provide the IL services. Where as, if you had X dollars with the IL funds, fees, other program income that comes in, it would expand your ability and add to your funding sources in addition to your basic grant. Thank you. 

Slide 11, what can we do with the resources developed? Once again, you want to be careful with the rules and the regs of the specific funding source. If something is not allowable with Source X, and you generated the cash -- I'm sorry, the funding, the time that was being paid for by source X when they were generating the funding, you want to be careful and ensure that the new activities are related. 

As a wrap up here, the new resources can be provided in specific resources in the case of an award. 

That means, wherever -- you know, pretty much any money that comes in the door and they say, hey, I love what you do; here is 20 bucks, you want to make sure that the new resources are used in that area. So if you think strategically about developing this, developing this in time, especially if you have a good understanding of your costs previously, then you can be strategic about developing your resources and expand your services away from where you started with the core. 

Do you want to add anything else? 

SEAN: No, I have nothing to add to this. 

BILL: Okay. I think that is the material that we want to cover on our side of the electronic table, so to speak. If you can see, if you look ahead to slide 13, we start talking about utilizing the funds, a lot of these things will seem similar, and they are similar to what we have discussed today. I am excited to hear what Wendy has to say on this. 

SEAN: know we have, I believe we have the line until 4:30, but we are ready for our last round of questions, right, Bill? 

BILL: Yes. 

TIM: Yeah, thank you, Sean, I am excited that we have plenty of time here. I want to use the remainder of the call for Q & A. Julie, can you help? 

OPERATOR: If you have an audio question that you would like to ask at this time, you can press zero and then 1 on our telephone key pad and your questions will be taken in the order that they are received. 

CALLER: Can we use funds to pay for the developmental purposes? 

BILL: Yes. 

SEAN: Yes. 

Thank you. 

The next question comes from Karen Avery. 

QUESTION:  There is no set form saying: This is the way it must be. You have to be able to track each person's time during that period by grant, and I have seen time sheets that are specifically including that. It needs to be supported on each day for each grant. To answer your question, yes, you can modify the payroll sheet. 

Thank you. I just wanted to clarify. 

Mr. Fuchs do you have web questions that you would like to go over now? 

TIM FUCHS: I do, thank you, Julie.  I have a number of questions. Let me begin with my list. 

The first question is: Will the AORA funds -- ARRA funds allow for capital acquisitions and improvement for the direct infrastructure expenses or do they need to be shared by the cost centers for the use of allowance in the appreciation guidelines?

SEAN: So in that arena, reporting, you will want to bring that question up, and it will be factored in our thought process as we prepare for that. 

TIM: Thank you Sean. 

TIM: My next question is outside the scope of CILSs, but I will include it. What is the appropriate version of the A-122 for the non profit, really, with a small business innovation research grant from the Department of Education. 

SEAN: In all honesty, we would rather not address that question. It's wading in someone else's water. 

BILL:  I don't disagree with that. 

TIM: I'm going to try to sneak in a third question here, and then I will be through.  Please explain or expand on what is the inconsistency in the regs and then provide the guidance as to whether or not the resource development is expected and allowable for a center of independent living. 

SEAN: I will take a shot at this. When I hear the question, I would appreciate that that person would contact the IL unit person, and then be specific of where they see that. I think it is -- it is -- it says, you know, it is required. Now, there is nothing in the regs that say, you have to do it this many hours, or you have to be successful about it, but doing that type of requirement is successful in the regs. 

TIM: And then I have a comment, quickly. Sean, you mentioned the training resources on EDGAR, but I wanted to point out that also on the training page, there is additional resources on the reading and opportunities about the regs. 

Julie, I will turn it over to you. 

OPERATOR: The next question comes from Karen Michalski. 

CALLER: Tim asked me to type questions in the chat box online, and I just wanted to let you know that that is highlighted and I can't type in there. The question that I did have is related to program income. I am assuming that program income relates directly to IL services that are being provided under Part C. 

SEAN: Can you expand on that a little bit? 

CALLER: Well, we know that using the IL funding, we are not able to charge individuals with disabilities. And if we are providing other than IL services and we are generating income, is that considered program income under the part C funding? 

SEAN: We are going to talk for a second here. Let us put you on hold for a second. [Long Pause on Hold]  Funds that are generated from staff facilities that are fed rated by the federal -- federated by the federal funds, then they are put back in to the unexpended services. If you are putting that in independent living and you are providing the staff time of the independent living center there is no concern because you are using the time to do non-IL staff services. 

TIM: Does that answer your question? 

CALLER: Yes, thank you. 

TIM: You are welcome. 

OPERATOR: And your next question comes from Wendy McGraw. 

QUESTION: I was curious about the regulations which is the purple book of 1997. 

SEAN: We don't know of a purple book. 

[ Laughter ]   The unanimous look is new. The color changes is new. 

Maybe Tim or somebody can check this. Usually if there is a link to it and a link to the ed.gov site, there is a paper copy of it. I know there is a PDF or a Word document publication of EDGAR that you can print out and download. 

TIM: Thank you. 

SEAN: You are welcome. 

OPERATOR: I'm sorry, that is the last audio question that we have at this time. I would like to give the instructions again. If you do have a question, please press zero then 1 on your telephone key pad. 

There are no further -- no other audio questions. 

SEAN: Just real quick, I wanted to add: Bill just said something that his understanding is that they don't print the EDGAR anymore. I would encourage you to look it up on the ED.gov website or ILRU and we can get you those specific links. 

TIM: Any other questions? 

OPERATOR: We do have another question from Andrew Sailor. 

Go ahead. 

CALLER:  I believe one of the gentlemen's said earlier that under part C, we are required to develop other resources; is that correct? 

SEAN: Yes. We are? 

CALLER: Did you say part B or part C? 

SEAN: C as in Charlie.  Yes. 

CALLER: There is a section where you are providing that every year?
SEAN: Part 2 of 704. 

Okay. 

Thank you. 

You're welcome. 

OPERATOR: Mr. Fuchs do you have any further web questions? 

TIM: I do not. 

OPERATOR: There is no other audio questions either. 

TIM FUCHS: Okay. I want to thank all of our presenters for being with us today. I want to remind you all that we will be back on Thursday at the same time and the same connection information, by the way, same telephone line, and same web connections, for part 2 of this training and Wendy will be printing. Also on the training page is on the agenda and you will see what we are going over. We will be using the same PowerPoint, and please visit the links, the returning information, and the evaluation. 

Thank you to all of you for being with us today. We will speak to you all on Thursday afternoon. 

