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year. For example, consider an LEA that, in
the LEA’s FY-1, spent a total of $1,000,000
of local funds on special education and
related services to serve 100 students with
disabilities. (For this discussion, assume that
the LEA does not receive any State funds for
any year for special education and related
services.) An auditor, in trying to determine
if the LEA, in its FY-2, had complied with
§300.231, would review the LEA’s
expenditure of local funds on special
education and related services. If, in the
LEA’s FY-2, the LEA served 100 students
with disabilities and spent $1,000,000 or
more in local funds on special education and
related services, it would have met the
requirements of § 300.231 for FY-2.

c. Application of the 20 percent rule to
§300.231. If the LEA in the preceding
example had spent only $996,000 of local
funds on special education and related
services for its 100 students with disabilities
in its FY-2 (not counting any section 611(g)
subgrant funds that could be considered local
funds under the 20 percent rule), then it
would have failed to meet its obligation
under §300.231, and an auditor would
question $4,000 of the LEA’s IDEA-Part B
subgrant expenditures in that year.

This questioned cost, however, could be
avoided, if the LEA had available, and spent,
$4,000 of Federal funds under the 20 percent
rule during its FY-2. These funds may be
available from a variety of sources (see

Examples in paragraph 1). If, as described in
Example 1 of paragraph 1 the LEA had
received from the Federal FY-2
appropriation, a section 611(g) subgrant that
was $20,000 greater than the subgrant it
received from the Federal FY-1
appropriation, then up to $4,000 of that
subgrant could be treated as local funds. The
LEA, however, would have to spend at least
$4,000 of its Federal FY-2 section 611(g)
subgrant during its FY-2 in order for those
funds to count as part of its local
expenditures for that year for purposes of
§300.231.

In this example, if the LEA had carried
over all of its Federal FY-2 section 611(g)
subgrant to the LEA’s FY-3 (and thus did not
spend any of those funds during its FY-2),
then none of the section 611(g) subgrant
funds subject to the 20 percent rule could be
considered as local funds for purposes of
determining compliance with §300.231. (The
reason for this is that auditors, in
determining an LEA’s compliance with
§300.231, examine State and local, or local
funds the LEA actually spent on special
education and related services, and not those
funds that the LEA could, but did not, spend
for those purposes.)

If the LEA, in its FY-2, spent $4,000 of its
Federal FY-2 section 611(g) subgrant, then
the LEA could count those expenditures and
bring itself into compliance with §300.231
(i.e., $996,000 of the LEA’s own local funds

spent on special education and related
services plus the $4,000 of Federal FY-2
section 611(g) funds that can be counted as
local funds equals a total of $1,000,000 of
local expenditures on special education in its
FY—-2—the amount of local expenditures
needed to comply with §300.231). However,
if the LEA elected to take this step, it could
not count any of the Federal FY-2 section
611(g) subgrant funds that it will spend in its
FY-3 as local funds.

If the LEA, in its FY=2, spent only $3,000
of its Federal FY-2 section 611(g) subgrant
funds, then those funds could be counted by
the LEA as local funds in calculating its
compliance with §300.231 for its FY-2. If the
remaining $1,000 of Federal FY-2 funds
available to be considered local funds were
spent in the LEA’s FY-3, those funds could
be considered in determining the LEA’s
compliance with §300.231 for its FY-3.
(Note, However, that if in its FY-2 the LEA
had only spent $996,000 of local funds and
$3,000 of its Federal funds, it would not have
met the requirements of § 300.231. In this
case the auditor would have $1,000 of
questioned costs
($1,000,000 — [$996,000+$3,000]=$1,000) for
FY-2).

[FR Doc. 01-431 Filed 1-5-01; 8:45 am]
BILLING CODE 4000£01+U



