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August 13, 2009
Control Number ED-OIG/A09I0010

Raymond Hendren

Regional Inspector General for Audit
U.S. Department of Education

Office of Inspector General

501 | Street, Suite 9-200
Sacramento, CA 95814

Dear Mr. Hendren:

We are pleased to provide the following informatéomd enclosed response on behalf of the
Center for Civic Education (“CCE” or “Center”) the draft Office of Inspector General (OIG)
findings and recommendations.

The enclosure provides a detailed, point-by-pa@sponse to each of the proposed findings in
the draft report. We in no way question the goath faf the auditors in conducting this audit,
and we appreciate some of the issues they havafiddnwhich have assisted us in making
improvements in specific financial management pcast However, we must register our very
strong belief that some of the sweeping recommemuatn the report are extreme and
unwarranted. We have several overall reactionkdaltaft report, as follows:

* Apart from some minor, unallowable costs mistakahigirged to grants, the auditors
found no evidence of expenditures for anything othan allowable programmatic
costs specified in proposals and budgets approyeldebU.S. Department of
Education (ED). Stated another way, from 99.9994 %% 998%of all audited costs
were clearly spent on furthering the goals of tBedfant programsBy saying this,
CCE does not seek to diminish the importance oftimgall technical requirements
relating to accounting for use of grant funds; mdlethanks to this report, CCE has
already altered some of its grants managementipsland administrative practices.
CCE merely wishes to stress that the vast majofigrant funds were spent to
further programmatic goals approved by ED. In SHOGE performed precisely the
work it promised to do, performed that work veryllwand effectively and
conscientiously served the purpose of each of gEists.

* The process used by the OIG to perform the auditssue this draft report is
fundamentally unfair. First, because OIG disappdovkthe fact that CCE availed
itself of its right to have a witness present dgr@mployee interviews regarding staff
time accounting practices, OIG, as it acknowledgebke draft audit report, curtailed
CCE'’s opportunity to provide additional informatiprstifying these expenses. In
effect, OIG’s audit work and its draft audit reparduld punish CCE for exercising

! This figure depends upon whether one accepts tileocosts the auditors found unallowable or ahbse the
Center agrees were unallowabl&e Center has reimbursed open grants for the .@000costs it agrees were
mistakenly charged to grants and unallowable.



its rights, and the draft audit report furthermoraterially mischaracterizes CCE’s
purpose in having a witness present at the inteszi&econd, while OIG granted
short extensions to reply to the draft audit repbdeclined CCE’s request to extend
the deadline for responding to the audit until Eibnplies with CCE’s Freedom of
Information Act (FOIA) request for precedential datents that relate to the issues in
the audit. As you know, CCE filed a FOIA requestlome 8, 2009, but, to date, ED
has failed to provide documents in response toeguest. Contrary to its statutory
obligations, ED has, to date, denied CCE acceE®tmformation that CCE needs to
respond to the draft audit report. If OIG procetedissue a final audit report without
ED’s having complied with our FOIA request, ED nimy/prejudicing our ability to
respond to the draft audit by failing to providéopa information relevant to the
audit. We respectfully renew our request that alfaudit not be issued until these
documents are provided and until we have had aortpmty to review them and file
a supplementary response, if warranted.

The recommendation in the draft report that CCHdmgnated a “high-risk grantee”
subject to special grant conditions is plainly umaated. CCE has a well-deserved
reputation for program quality and responsible andstiation of grants. We take
strong exception to this proposed finding. EveB@E does not prevail on specific
cost accountability issues raised in the draft anggiort—and we believe that many
of these proposed findings should not and will®sustained—these issues at most
reflect discrete technical mistakes or misundeditays of specific procedures made
by particular grants managers. Changes have beda im&ach of these areas to
respond to recommendations in the draft audit tepooposed, conclusory findings
regarding systemic deficiencies simply are not sugal by the discrete, concrete
compliance issues cited in the report. The regnjattandards for designation as a
high-risk grantee do not exist here. We note disb ¢ach year CCE has engaged an
independent auditing firm to conduct A-133 auditise audits have consistently
reported that “In our opinion, the Center has coetblin all material respects, with
the requirements referred to above (GovernmenttigdStandards issued by the
Comptroller General of the United States and OMB @ar A-133) that are
applicable to each of its major federal programs....”

CCE is designated in the Elementary and Secondaugdfion Act (ESEA) as a
multiyear recipient of funds (subject to annual r@ppiations), for the duration of the
ESEA authorization. To recommend, as the draftntegmes, that CCE return grant
payments that were carried over and obligatedarydar after the one-year
designated grant period in particular awards (lthiavthe congressionally
authorized period) makes no sense. There is no teaamy federal interest presented
by this issue.

In making the case that CCE drew down funds in &xoé immediate needs and/or
did not expend, in a timely manner, funds thatid kirawn down, the draft audit
report relies on the cash on hand in CCE’s chec&owgunt. This reliance fails to
take into account funds obligated through outstagn@dhecks that had not been
deducted by the bank. The proper measure of C@Eesof expenditure is reflected



in its spending ledger. Attachment D shows that ®&H an average negative
balance of ED funds during the audit period whinteffect, meant that CCE was
operating on what was essentially a cash reimbiestbasis.

» Lastly, again assuming the worst—that CCE doepretail on specific issues in the
audit regarding the process for accounting—we sttirat a recovery of grant funds
by ED is unjustified for these issues. Under Sectib2 of the General Education
Provisions Act (GEPA), a grant recipient that madainallowable expenditure or
failed to account for funds is obligated to retamamount that is proportional to the
harm its violation caused to an identifiable fetierterest associated with the federal
grant program. CCE submits that, with minor exagpgifor which it has already
reimbursed the grants, the issues presented muitie at most involve minor
deviations in the specifically prescribed procegseaccounting, but do not amount
to a basic failure to account for proper use ofgfands.

Futhermore, Section 452 of GEPA requires ED, irkisggeto recover grant funds, to
provide an analysis reflecting the value of thegpam services actually obtained in
determining harm to the federal interest. Thesatgraere properly implemented and
achieved their purposes. This issue may be fotutsn by program officials, not
OIG, but we want to stress that CCE’s implementasiod administration of these
grants has well served, not harmed, applicabler&dgerests. Each year CCE’s
domestic programs reach approximately 2,000,00fesits, and its international
programs reach approximately 1,200,000 studentsedeh indicates these programs
clearly foster a profound understanding and comaeritinio the fundamental values of
constitutional democracy and students’ capacitgsatticipate competently and
responsibly in the political life of their commuies and nations. These programs are
the most thoroughly researched programs in thd 6étivic education. CCE would
be pleased to provide, either to OIG or to progddficials, evidence of the value of
the program services it rendered under these gréhisissue was not addressed in
the audit.

We would appreciate an opportunity to discuss tiesees and would be happy to answer any
guestions or provide additional information.

Sincerely,
Charles N. Quigley
Executive Director

Center for Civic Education

Enclosure



Center for Civic Education’s Response to the DrafOIG Audit Report

Control Number ED-OIG/A0910010

|. CCE response to “Executive Summary”

A. General

During the audit period, the Center for Civic Ediimals (CCE’s) expenditures for U.S.
Department of Education (ED) projects totaled $8@8,652. These funds were used to support
domestic and international civic education programal 50 states, the District of Columbia, the
U.S. trust territories, and more than@0er nations. The programs involved approximad&ly
domestic subawards and 133 international subawardgng from $2,000 to more than
$960,000.

In its executive summary, the OIG audit report gaanseemingly dire picture of CCE’s financial
conduct. This picture, however, is highly inaccarat

Only a miniscule fraction, about .002% to .000986,the audited costs were identified by the
auditors as having been spent on costs that ditleatfit the goals of the ED-funded programs,
and these were the result of simple bookkeepintphkes. There are no allegations here that
CCEFE'’s financial conduct in any way impaired its ealional mission. There are no specific
allegations that the integrity of CCE’s work wasaimy way compromised, nor could there be.
For example, it is true that CCE carried funds famavfrom prior years to pay for textbooks to be
used in a following year without obtaining permissto do so from ED. However, funding of
such costs was in the approved budget for each tyematexts were printed and distributed free to
schools throughout the nation as required in C@R[moved proposals, and the result was the
freeing up of funds from the subsequent budgetiofpr additional professional development
programs and other related and legitimate progratoroasts. Moreover, the Elementary and
Secondary Education Act (ESEA) expressly authorthede grants to CCE for the duration of
the ESEA authorization period (Secs. 2341-2346,A)SHo federal interest was served in
funding the project one year at a time—rather #ma multiyear project subject to annual
appropriations as is often done for direct gragt&B—and in this circumstance there is no
harm to any federal interest in carrying these fufodward to the subsequent fiscal year for
these legitimate project costs within the periodafgressional authorization. On the contrary,
the subject expenditures furthered specific stayytarposes “to continue and expand” CCE’s
educational program (Sec. 2344(b)(1)(A), ESEA) tmhake the program broadly available
(Sec. 2344(b)(1)(2), ESEA).

The draft audit report is replete with these softmstances where arguable technical variances
from administrative processes took place in thaexdrof perfectly acceptable and appropriate

% See footnote 1.

3 CCE recognizes that the auditors claim certainsocannot be substantiated and thus, possibly, trbigh
eventually deemed unallowable. The overwhelmingonmitgjof such costs are personnel costs reflecye@G®E’s
time sheets. CCE vigorously denies that such ceste unallowable.
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programmatic payments. For example, the draft tepoludes a proposed finding that CCE
drew down certain grant funds prematurely. Howeasrletailed in this response, CCE'’s
financial management actuabpvedthe government money by drawing down a monthly
average of $63,779 less in grant funds than iteliggle to receive. And, the money that was
drawn down went to pay for allowable programmatipenses.

The draft likewise is inaccurate in indicating tRa€E did not have written policies regarding a
wide variety of financial procedures. These assestby the auditors will be addressed with
specificity in the body of this response. The fadhat CCE did have written financial policies.
These policies were detailed in policy manuals Wexe handed to the auditors by CCE’s
attorney.

What is particularly troubling in the draft aud#port is its attempt to take a small number of
discrete issues over technical accounting proceduvéhere we concede there are some
legitimate issues (but for which we strongly bedieve are in substantive compliance, as
explained in the sections below)—and contrive difig of systemic inadequacies in CCE’s
financial management systems and a recommendai@dICCE be designated a “high-risk
grantee” subject to special grant conditions. Trsseeping, proposed findings simply are not
supported by the particular accounting issues addrein the report. At most, these findings
represent discrete misunderstandings of applic&gjeirements on a small number of issues. We
take very seriously our responsibility to accouahsparently for the proper use of federal grant
funds and, without waiting for the outcome of thesseies in the audit process, we have taken
steps to address these issues, as outlined irthierss below. Given the nature and scope of the
accounting issues and the corrective actions we taken, Finding No. 1 and the
recommendation to designate CCE as a high-riskegaare unwarranted and should be
withdrawn from the draft audit report.

The draft audit report includes a number of specgcommendations regarding repayment of
grant funds that the report claims have been migsgenot properly accounted for. In a small
number of cases, we agree with these proposedfisdind have reimbursed the grants. For
most issues, we contest the proposed findingh®reéasons articulated in the following sections
of this report. One fundamental point needs todiedhere, however: contrary to the
recommendations for repayment in the audit refiidtpy statute has the burden of establishing
a prima facie case for the recovery of furfds;luding an analysis reflecting the value of the
program services actually obtained in a determioatdf harm to the Federal interest.That

issue was not addressed in the audit or the aglitrt. We will be pleased to provide whatever
information is needed on this issue to OIG or ®ghogram office responsible for resolving the
audit. As demonstrated below, CCE performed prgctbe work it promised to complete, it
performed that work well, and it delivered full ualfor the grant money it received. CCE

* Section 452(a)(2) of the General Education ProwisiAct, 20 U.S.C. 1234a(a)(2). Note that SectB(d)(3)
provides that failure by a recipient to maintainaels required by law, or to allow ED access tdhswcords, shall
constitute a prima facie case for purposes of papg(2), but it does not, in our view, obviate thguirement to
analyze the value of program services obtaineatarchining harm to the federal interest. ED regoitest
implementing these provisions do not address theewaf services issue (34 CFR Part 81). Also, CGlhtained
and provided access to the required grant records.



vigorously asserts that its work was not impaiged the effectiveness, impact, and integrity of
its programs were not compromised in any way byissiyes raised in the audit report.

Specifically, during the academic year coveredhgydudit period, the curricular programs
supported with ED funds were used by teachers fantsts in schools in every congressional
district of the United States and in more than 8@ponations. Annual participation by students
is estimated at more than 2,000,000 for domestignams and 1,200,000 for international
programs, totaling 3,200,000. Research indicat@sstindents participating in these programs
exceed their peers and adults in knowledge ofuhddmental principles of constitutional
democracy, the use of intellectual and participasiills, and the acquisition of dispositions that
facilitate competent and responsible participatiotihe political life of their communities and
countries. Indeed, these programs are the mogiugbly researched in the field of civic
education. For more information on research on @@igrams, please see civiced.org/research/.

B. Scope Limitation

We also need to address the scope limitation desttin the executive summary of the report.
As stated in that section, OIG curtailed interviawh CCE personnel regarding the preparation
of monthly time sheets to document time worked @nty because CCE required CCE counsel
to be present at these interviews. OIG auditoraetkthis as an attempt by CCE to intimidate
employees and prevent them from speaking freelg.draft report acknowledges that additional
information on this issue may have come to OlGterdion if it had not curtailed the interviews.

OIG’s concern is unfounded and contradicted byfalats. As acknowledged in an earlier draft of
the audit report (but omitted from the current i@ty CCE employees informed the auditors
that they had been instructed by CCE managemeali the truth in these interviews, which

they did®> CCE’s executive director, on multiple occasionfd employees to tell the truth when
interviewed by the auditors. An attorney was préesiening interviews because CCE’s board of
directors wanted to make sure young staff membdraat feel intimidated by the auditotsn

fact, we know of no instance when the auditors et@mpted to intimidate anyone, but this was
the sole concern that led to an attorney beingemte3 he auditors did nothing wrong during

their interviews, but neither did CCE. The suggesthat CCE may have hampered the auditors’
investigation is simply a distortion of the facts.

The May 23, 2008, email from CCE’s Chief Fiscali€df (CFO) to CCE employees—
referenced in the draft audit report as an attampbach their answers in the OIG interviews
(Attachment B)—was prompted by the CFO’s conceat itndividual employees would be

® The audit omits language from a prior draft statimgt when the auditors asked the employees “whétiey
received any kind of communication regarding thepgration of monthly time sheets from managemeat, t
Accounting Department, or others since our ingig visit,some employees responded that the Executive Directo
had told them to be truthful and most employeegarded that no communication was distributed tothe
(emphasis added).

® The auditors originally represented to CCE’s exiewirector that a specific federal regulatioolgbited a CCE
employee or anyone else from being present asnesgtduring auditor-conducted interviews. Thatespntation
was inaccurate, and eventually the auditors peethiiCE’s attorney to be present.



intimidated by auditors and therefore should beimelsd of the record-keeping procedure.
Although the email was benign in intent, when CCditector of administration saw it, he was
concerned that it could be perceived as an attéomiach employees. When the executive
director returned to the office from an oversegsdn May 29, the director of administration
notified him of his concern regarding the emailtti 24 hours, a meeting was held with all
staff. During this meeting and subsequent stafftimgg, the executive director explained that
the OIG auditors were federal officials responsfbledetermining staff and CCE compliance
with federal regulations. Furthermore, he explaitied to lie to a federal auditor is a federal
crime and that any staff that did so would endai@@E and would individually be subject to
prosecution. He directed all staff to answer thditaus’ questions directly and honestly; that
is—to tell the truth.At the beginning of the interview process, on Jul2008, the executive
director informed the auditors that he had beesactixd by his board to have a withess attend the
interviews and apologized for any inconveniencs thight cause.

CCE counsel met with staff members who were tonterviewed by the auditors and gave them
strict instructions to tell the truth in responsetiditor questions. The attorney then sat in en th
auditors’ interviews with staff. Afterward, he ndtthat in every instance in which the auditors
asked staff if they had been coached, they respbeitleer “No” or that they had been told to tell
the truth.

CCE has no disagreement with the statement inrtfe @lidit report, derived from Government
Auditing Standards, that “testimonial evidence ot#d under conditions in which persons may
speak freely is generally more reliable than evigenbtained under circumstances in which the
persons may be intimidated.” That is precisely wiey CCE board of directors decided to have
counsel present, recognizing the potential thaviddal staff members scheduled to be
interviewed—many of whom were young and relativiaBxperienced—might be intimidated by
private interviews with three federal auditors.

What is most troubling about this issue is not dhlunsupported inferences drawn in the draft
report, but also the actions that OIG took to dLitsfact-gathering on this issue. In effect, OIG
may have prejudiced CCE's opportunity to addresstidit issue by cutting short CCE’s
opportunity to present additional evidence on #isei@ of accounting for staff time.

We submit that OIG’s conduct—first, incorrectly &lag CCE that it had no right to have an
attorney present; second, drawing negative and uwanigd inferences from that presence; and
third, curtailing further examination of this issteoes not meet the most elementary standards
for neutral fact-gathering and fair treatment airgees.

" CCE staff presumably did not mention the email fitien CFO regarding CCE time sheet procedures bethayg
were directed to tell the truth and repeatedly wdraf the possible consequences of not doing shebgxecutive
director and CCE’s attorney. Thus, the email hadetevance to them, particularly as it was senviayy 23, 2008,
almost six weeks before the interviews took placduy 1 and 2, 2008.



Il. CCE response to “Audit Results”

CCE believes that the findings included in the “AUREsults” section are in some instances
disproportionate to the discrete issues identifigdhe auditors, in some instances not
substantiated by the auditors, and in some instameecurate. Each of the findings is addressed
in the following subsections.

Finding No. 1—"CCE’s Financial Management System [ Not Meet Required Standards
for Administering the Federal Education Grants”

A. Requlatory Controls and Procedures

The auditors claim that CCE was not in compliandd ®@DGAR 34 C.F.R. 74.21(b), which
provides the following:

Recipient’s financial management system shall pl@for the following:

(3) Effective control over and accountability fdr fainds, property, and other assets.
Recipients shall adequately safeguard all assetsamsure they are used solely for
authorized purposes....

(5) Written procedures to minimize the time elag$ietween the transfer of funds to the
recipient from the U.S. Treasury and the issuanmaedemption of checks, warrants or
payments by other means for program purposes bsethient....

(6) Written procedures for determining the reasonabésnallocability, and allowability
of costs in accordance with the provisions of thpli@able Federal cost principles and
the terms and conditions of the award....

CCE response regarding controls and written procedtes to ensure proper and timely use

of grant funds. OIG’s draft finding is a conclusory finding thatnst supported by the specific,
concrete issues identifie@CE firmly believes that its financial managemeygtesms comply

with applicable regulations. CCE’s fiscal records eomplete and transparent. All expenditures
were accounted for and, with minor exceptions natsave and explained below, spent for
authorized purposes specified in its ED-approvep@sals and budgets. Furthermore, each year,
CCE has engaged an independent auditing firm tdwam-133 audits. It has consistently
found that, “In our opinion, the Center has conghlia all material respects, with the
requirements referred to above (Government AudiBitejpdards issued by the Comptroller
General of the United States and OMB Circular AJ1tBat are applicable to each of its major
federal programs....”

All transactions are documented clearly and apjpaitgly segregated in CCE’s accounting
records. The only funds that were mistakenly usedihauthorized purposes were the results of
bookkeeping errors or program staff charging inectraccounts. CCE believes these costs
totaled approximately $6,296, or .0009% of the 8@,837 in ED funds that were audited,



although the auditors claim that these costs totabout $13,000, or .002% of the audited funds.
CCE believes such mistakes do not reflect serigstesic shortcomings in its control over and
accountability for all funds; rather, these areviteble human errors. More importantly, the
principal bases cited by OIG for this finding relé the periods for obligating funds and the
timing of expenditures, which reflect honestly hdidagreements or possible misunderstandings
about applicable requirements, not systemic defaes. Changes in policies and practices have
been made in each of these areas to address ti#igdeissues. All of this is discussed below in
the context of the report’s specific draft findings

CCE'’s policy and procedures manuals do includetevriprocedures consistent with the subject
requirements. For example, CCE’s Financial and Aubtriative Policies Manual, Section 3.4(E)
in effect at the time of the audit, stated, “Acaogito Treasury Circular 1075, the time elapsed
between the transfer of funds from the U.S. Trgaand disbursement by the CCE should be
minimized and should be limited to the actual, irdiage cash requirements of the CCE.” Section
(f) stated, “If required by the Federal agency,@@E will, insofar as feasible, limit cash advances
in the hands of their subgrantees or granteesttmaie than their needs.”

CCE has and uses extensive policy, procedurespensdonnel manuals designed to ensure
compliance with federal cost principles. It alss bad uses materials relevant to this matter
provided by ED, such as EDGAR, the attachmentsstGiant Award Notification, and
miscellaneous documents provided from time to tisueh as the “Expanded Authority
Amendments” to EDGAR contained in Attachment Cadigition, CCE uses similar materials
provided by such federal agencies as the Departafehistice and the Department of State, the
U.S. Agency for International Development, andational Endowment for the Humanities.

Change in CCE policies and proceduresThe audit has revealed that, in spite of havingpo
procedures, procurement, and personnel manualarah both programmatic and fiscal staff
need increased periodic training to ensure actaaitiges conform with written policies and
procedures. Shortly after the audit began, CCE aeldmber of training programs for staff in
fiscal management and grant compliance, which dediua review of CCE’s manuals. Such
training programs will continue to be held on aulag basis and at other times when
circumstances call for them. Furthermore, CCE nowvipes time at every weekly staff meeting
to address any compliance issues that might aeseden formal training sessions. In addition,
CCE has revised its policy, procedures, procurenara personnel manuals to make them more
user-friendly and to ensure that they clearly gopr@priately cover all issues addressed in this
audit.

B. Authorized Periods of Availability

The draft audit report states that CCE did not havecontrols to limit use of grant funds to
authorized periods of availability.

The draft report states that CCE charged grantseeeral costs that were “obligated after the
period of availability” and referred to EDGAR, 34R 74.28, which states the following:



[w]here a funding period is specified, a recipien&y charge to the grant only
allowable costs resulting from obligations incurrédring the funding period....

CCE response regarding the obligation of fundSCCE does not agree that any costs were
“obligated after the period of availability.” Weitk it is important to note that ED support for
the CCE programs that were audited has been dirbgt€ongress since 1987. Congress
authorizes CCE’s programs for periods ranging ffimato seven years, directs ED to fund them
for the period for which they are authorized, aadreyear directs ED to fund the programs at
levels established through the appropriations @®cEhus, each year’s program is essentially a
continuation of the prior year’s program. For tréason, we think CCE’s programs should be
viewed by ED as multiyear projects and that thevisions of EDGAR 34 CFR 75.250, 251, and
253 should apply to these grants. This would mbhah@CE could “expend funds that have not
been obligated at the end of a budget period fogations of the subsequent budget peridd...
((34 CFR 75.253 (c) (1)). In short, since Congtesats the program as a multiyear project, we
respectfully believe that ED should do so as welthis circumstance, it serves no federal
purpose to require that grant funds be obligatetiwia particular year, and it causes no harm to
any federal interest if CCE expends these fundssadiscal years within the years that the
program is authorized and funded by Congress.i¢régard, it is interesting to note that the ED
competitive grant awards under the same authorigigiglation are treated as multiyear grants.
There is no rational basis for a multiyear congoesd authorization for the express purpose of
funding CCE to be restricted in the manner recontednn the draft audit report.

We also think it relevant to note that several gesgo, the ED program officer supervising
CCE’s programs provided the CFO a document entifée@ ‘Expanded Authorities’
Amendments,” which referred to amendments to ségexdions in EDGAR (see Attachment
C). This document contained several statementsecton entitled “Carryover” that led CCE’s
CFO to believe that it was allowable to carry fufmsvard from prior years. The document
guoted from EDGAR regulatory provisions, indicatihgt “Unexpended funds are carried over
from one budget to the next without prior approv&eéction 74.25(e)(3)) and “Unexpended
funds may be used for any allowable cost that faitkin the approved project scope” (Section
75.253 (c)(1))—the section regarding multiyear pcts.

As a technical matter, CCE’s CFO may have misrhadd provisions generally to authorize
carryover absent a grant award designated as &earlaward. Nevertheless, given the multi-
year statutory provisions for these particular gga@CE believes these grants properly should
be understood as a multiyear project and it ndtasdll funds spent in subsequent grant years
were spent entirely for the allowable costs oedsicational programs. For example, the first
three items challenged by the auditors, which apipe@able 2 of their report, identify charges
for the printing of textbooks that were providedetto public and private schools throughout the
country—an allowable cost included annually in pneposals and budgets approved by ED.

The fourth and fifth items in Table 2 identify chas for the payment of subawards to Bowling
Green State University (BGSU) and the American Faten of Teachers (AFT) for their
participation in the Cooperative Program (CCE’sitasv Exchange Program). BGSU has

8 In recent years such multi-year grants have beemded to the American Federation of TeachersCeter for
Civic Education, the Constitutional Rights Foundatof Chicago, and Russell Sage College of New York
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participated in this program for seven years andl A&s participated for 14 years. For the
record, the scholars and civic education stafaahenstitution responsible for fulfilling
programmatic obligations have had an excellentrteobdoing so. The fiscal offices of both
institutions, however, have been seriously lackingegard to the timely signing of contracts and
submission of documentation of expenditures. Bogfitutions use their own funds throughout
the grant periods and then ask for reimbursemetdily far after the termination of grant
periods, which has led to the issues identifiedheyauditors. It should be noted that CCE staff
frequently urged these organizations to submirdigeired documents, but the organizations
failed to respond until far after they were due.

The auditors correctly point out that the payméaitgshe subawards to both institutions occurred
after the end of the “grant performance period.2yralso suggest that the payments were made
for “contract services that were obligated after pieriod of availability” based upon the
observation that the formal executed contracts tdtn institutions are dated after the grant
period. CCE disagrees with this proposed findingstfFas discussed above, CCE believes these
grants should be understood as multiyear projagts,funds from one grant year able to be
carried into a subsequent year. Second, CCE bslitn legally binding and enforceable
contractual obligations were established with B@SU and AFT at or before the beginning of
the applicable grant period, that the tardily styf@mal contracts merely memorialized these
prior enforceable agreements, that both BGSU ant #dffy performed their services during the
grant period, and that therefore CCE was legalligated to pay for the fulfillment of the
subawards.

More specifically,

* Both BGSU and AFT had received subawards for a murobyears before the grant
period in question and had reasonable expectati@aishey would receive continued
subawards because, among other things, they weredhat they were included in
CCE'’s proposal and budget that were approved atynaED.

* At the beginning of the grant period, CCE staffifred BGSU and AFT that they would
be receiving subawards and the amount of fundiayg tould receive. They were also
asked to submit proposals and budgets for the greanidd and notified that signed
contracts would be established upon CCE'’s receigtagpproval of the proposals and
budgets.

» Programmatic reports obtained by CCE from BGSUA&R# document that they began
to fulfill their obligations under their subawarfilem the beginning of the grant period
and completed them during the grant period.

* Both BGSU and AFT supervised domestic and inteonatipartner organizations that
also received subawards and also submitted progagicineports that indicated they
began to fulfill their obligations under their swads from the beginning of the grant
period and completed them during the grant period.

* The programmatic activities of both institutionsrevenonitored by CCE staff to ensure
that their programmatic obligations were met dutimg aforementioned grant period.
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Summarizing, with respect to the aforementionegudi=d costs, CCE believes these costs
clearly benefited the grant and,

» the expenditures were otherwise allocable, alloejadnhd reasonable;

» the expenditures were approvable at the time tiegt were made;

» the facts and circumstances of the expenditures shat CCE did not intend to
circumvent ED’s grant requirements.

CCE'’s subaward policy and procedur€éke auditors note that during a meeting at CCE on
February 13, 2009, they “provided a table showirggibformation regarding 98 transactions
totaling $1,744,087 that were charged to grantsy &CE had made the last GAPS draw for the
grants” (see Table 3 in the draft audit report) EG@uld like to point out that of the 98
transactions totaling $1,744,087 identified by dlnelitors, $1,157,403 was encumbered for
payments to subawardees for obligations incurreohdgrant periods but paid later due to the
late receipt by CCE of final reports from subawasiel'he remainder was composed of
$459,640 for the publication of textbooks previgusbted in Table 2, and $127,044 for salaries
and other program costs.

During the audit year, CCE managed 453 domesticl8Bdnternational subawards ranging
from about $2,000 to more than $960,080the end of the grant period, each subawardee wa
required to submit satisfactory final programmaind fiscal reports prior to receiving final
payment under their subawards. Although most ofélegients of CCE’s 586 subawards made
during the audit year were prompt in their subnoisf final reports and requests for final
payments, a few (three subawardees identified &wtiditors in particular) took months and, in
some cases, more than a year to submit satisfaimatyeports—long after CCE had made its
final drawdown of grant funds.

CCE is persistent in urging subawardees to sulbreit paperwork in a timely manner but has
not always been successful in doing so. The proldeamost common when the subawardees are
universities or other large organizations thatthse& own funds throughout grant periods and
request reimbursement afterwards—sometimes loegradtds—and CCE's policy is not to
disburse funds without adequate programmatic arah@iial documentation.

Change in CCE policies and procedureddowever the audit is resolved, CCE has instructed
program directors and fiscal management staff tdicoe to work closely together to facilitate
the timely obligation and expenditure of grant fandthin particular grant periods. CCE has
established new written policies and proceduressure this takes place. Furthermore, since it
is likely that some grant funds will exist afteetend of a grant period due to, for example, the
late return by subawardees of unexpended gransf@E will handle such funds in
accordance with applicable requirements. In ord@nisure the timely signing of formal, written
contracts with those receiving subawards, CCE mma¢eimented new policies and procedures
that require organizations receiving annual subdsvr submit proposals and budgets to CCE
for approval a minimum of two weeks before the hagig of grant periods. CCE then reviews
and approves proposals and budgets and obtairesdsoggmtracts from those receiving subawards
at the beginning of the grant period.
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C. Time between Receipt and Expenditure of Grant Fads

The auditors state that CCE did not have procedureso minimize time between receipt and
expenditure of grant funds.

The auditors find that there were “98 transactitoiling $1,744,087 that were charged to
grants after CCE had made the last GAPS draw &gthnt. The transactions typically occurred
weeks, months, and in a few cases more than aaftearthe last draw of grant funds.” They cite
EDGAR 74.22 (b) and note that the GAPS form usedédquesting funds requires the funds to
be spent within three days of their receipt.

1. General CCE has three responses to this finding: firsthe majority of cases, CCE did all it
could given that third parties were working on atceeimbursement basis, and they presented
billing documentation extremely late; second, aliffio CCE was unaware of this process,
EDGAR (34 CFR 74.71(b)) authorized ED to approviling these funds for an extended
period of time in order to reimburse subawardeed;third, notwithstanding all of the above, the
procedures used by CCE actually saved the taxpayangy (see below).

2. CCE'’s procedure actually saved the governmemewnw@ CE assumes the ED rationale for
limiting cash advances to what is needed for tii@eperiods is to enable the federal
government to gain interest on its funds for agjlas possible before disbursing them.
Assuming this is correct, CCE did not cost the gomeent lost interest revenue by virtue of how
it administered the grant. For a variety of reastim®ughout the audit period CCE drew down a
monthly average of $63,718ssthan it actually spent on ED programs

A review of the table included as Attachment D edsehat during the audit period, the average
monthly drawdown of ED funds was $1,783,441 andhtiathly CCE expenditure for those
programs was $1,847,221. Thus, throughout the @edibd CCE was consistently drawing
down less ED funding, on average, than it was gpgut—a total shortfall of ED funds at the
end of the audit period of $765,360.

This happened because the ED funds drawn downdegresited in a cash bank account that
included funds from a number of other sourcespuisicdlg CCE’s non federal contracts,
donations, and other unrestricted funds. CCE usatemfrom these other funds to pay for the
monthly shortfall. In effect, CCE used these oflo@ds to advance money to cover the ED
shortfall until such time as additional ED fundsrevdrawn down. The fact is, the federal
treasury (and ultimately the taxpayers) benefitechfthis situation by being able to accumulate
interest on funds that could legitimately have béewn down by CCE. CCE was, by default,
functioning on a cost reimbursement basis.

The draft audit report’s assertion that CCE drewmonore funds than were needed for three
days’ expenses was based upon the amount of fleddsrhCCE’s checking account, which did
not take into account the obligation of outstandihgcks (see line 6 in Attachment D) or
deposits in transit (see line 7 in Attachment Djtamed in CCE’s ledger. The ledger would
have shown that CCE had a monthly average of $6874r0outstanding checks (see line 6 in
Attachment D) that could be cashed at any timéadh rather than holding a surplus of ED
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funds in its ledger, CCE had a negative cash balah&D funds in its ledger for all but one
month during the audit period (see line 10 in Attaent D). Therefore, the draft audit report’s
claim that CCE drew down more funds than requiogdt§ immediate needs is incorrect.

3. The ED monitoring system did not notify CCE thdtad drawn excessive amounts of cdsh.
the attachments to CCE’s grant award notificatibare is a “Memorandum to ED Discretionary
Grantees” (Attachment E) that includes the staténi&eep in mind that the Department
monitors cash drawdown activity for all grants oweekly basis. Department staff will contact
grantees who appear to have drawn down excessigarasof cash under one or more grants
during the fiscal quarter to discuss the particaifration.” The fact that the Department did not
contact CCE regarding drawdowns during the audibdeand had never done so in more than
15 years prior to the audit period led CCE’s CF@abeve that his drawdowns on an aggregate
basis were not excessive. And, as may be seertachkhent D, they were not excessive.

Change in CCE policies and procedure<CCE will continue to maintain the minimum
allowable ED funds in its cash accounts that ageired to meet its average daily needs. CCE
will work with ED to develop an acceptable meansl@wing down and holding funds obligated
during a grant period to be paid to subawardees gpbmission of satisfactory final reports
after grant periods and add the resulting poliaies procedures to its manuals. CCE also has
established a new policy regarding subawardeestheat not submitted satisfactory final reports
within 60 days after the termination of a grant@er Such organizations will receive a
registered letter informing them that if final refsoare not received by the CCE within 90 days
after the termination of a grant period, funds Wwél returned to the federal government and will
not be available to them. If there are situatidrad tall for other action, CCE will consult with
ED and act accordingly with ED’s approval.

D. Reasonableness, Allocability, and Allowability bCosts

The auditors state that CCE did not have adequaterpcedures for determining the
reasonableness, allocability, and allowability of @sts.

The audit report includes a proposed finding ti&ECE did not have adequate procedures for
determining the reasonableness, allocability, dledvability of costs charged to the grants.”

CCE response to the issue of adequate procedures émsuring reasonableness, allocability,
and allowability of costs.CCE respectfully submits that these findings dorafiect a complete
and accurate portrayal of the strengths and weaksaes CCE’s fiscal management of grant
funds. As noted above, CCE had policy, proceduned personnel manuals that were designed
to guide staff in grant management in compliandé ¥aderal regulations as well as EDGAR
and the other relevant materials provided by EDidadtified above.

CCE strongly disagrees with the draft audit repadiitidings that (1) all of the costs they have
identified were not reasonable, allocable, or a#lble under applicable regulatory requirements
and (2) that CCE did not have adequate proceduoragetermining the reasonableness,
allocability, or allowability of these costs. InctaCCE affirms that the vast majority of the costs
identified by the auditors were reasonable, alltgand allowable.
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The draft audit report has correctly identified goshortcomings in CCE'’s fiscal management.
However, the problems are greatly overstated. dhewing is a more accurate portrayal of
what happened in regard to the costs noted irsdtason of the draft audit report’s findings.
(Note: CCE briefly notes the bases of its disagesgswith Findings No. 2—6 here and sets
them forth more fully in its subsequent responses.)

1. Personnel costs.

Draft audit report’s statement regarding personnelcosts.In Finding No. 3, the

auditors state that “We reviewed CCE’s policy, mdures, and personnel manuals and
found they did not have written procedures for emeés to follow to complete their
monthly timesheets.” Further, they claim that CGé&rtbt have documentation to support
that the $3,209,373 charged to the five differedtdeants for salaries was properly
allocated to the grants.

CCE response CCEstrongly disagrees with the draft audit reportelfngs. CCE

o did have written procedures for completing montithyesheets (see Attachment
F), and

o has monthly timesheets for all staff throughoutdhdit period signed by staff
members and their supervisors that support thegebaof $3,209,373 to the
grants. The draft audit report questions the vglidf the timesheets. CCE
believes strongly that there is not an adequatis fasquestioning the
documented time distribution, as will be explaimeds response to Finding
No. 3.

2. Non-personnel costs.

Statements regarding non-personnel cost3he draft audit report identifies a number of
costs and states that “CCE did not determine whetbsts were reasonable, allocable,
and allowable,” and that CCE did not have docuntemtdo support that certain costs
were “reasonable, allocable, and allowable.”

CCE responseThe draft audit report summarizes Findings No. PH%s section
regarding Finding No. 1 in order to support theteation that CCE should be considered
a “high-risk grantee.” Because of this, CCE feelspelled to address these findings at
least briefly here prior to responding more fuliythe following sections on Findings No.
2-17.

CCE believes strongly that, in regard to the follogvfindings, it used grant funds for
costs that were reasonable, allocable, and all@eatdl that there were written
procedures specifying how it was to do so. (In,fdet written procedures were presented
to the auditors by CCE.) Whatever technical ernoight have been made in CCE'’s fiscal
management of these funds, these errors did nalidate their reasonableness,
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allocability, or allowability and did not divertéise funds from their proper use to further
the ED-approved goals of the programs.

The auditors state that

o $365,959 of non-personnel costs were “improperbrgad.” These included,

$172,141 in Other Direct Costs included in the Eipraved budget, spent
for costs specified in the budget, and accountedrtoe auditors claim
these costs should have been included in the ktdest section of the
budget; however, such Other Direct Costs have retuded in the ED-
approved budgets for more than 20 years. In faetd costs relate
directly to these projects and were properly treéate direct costs of the
project. Nevertheless, if ED wants them includethenIndirect Cost
section, CCE will begin the practice of includifgse costs in that
section, but it is unfair to attempt to penalizeEC&ter the fact when the
grant budgets and Indirect Cost rates have prelyidieen approved by
ED.

$157,627 (actually $115,165 due to an auditor’'srdrr entering one
invoice twice in their calculations) for the costshardcover editions of
CCE texts. CCE believes this was a legitimate es@en

$29,722 for what CCE claims was severance paylandraft audit report
claims were settlement costs and therefore unabev&CE contests the
draft audit report’s findings, as explained inrgsponse to Finding No. 4.

$6,469 for costs the draft audit report claims westel costs above U.S.
General Services Administration (GSA) rates, unvedlble meal costs, etc.
As noted under Finding 4 below, CCE has reimbugsedts for those
costs it agrees were unallowable.

o0 $1,483,128 of non-personnel costs “were unsup@dridnese included the
following:

$1,465,159 for the printing costs of textbooks,akhCCE will show in
Finding No. 2 are supported by adequate documentédee Table 5 in
the draft audit report).

CCE addresses the issue of the remaining $17,9@® riesponse to
Finding No. 5, below. In some instances, this anholude unsupported
costs mistakenly charged to ED grants. In suclasdns, CCE has
already reimbursed the grants. In other cases, i¥li&ves the costs were
supported and provides its evidence in its resptm&ending No. 5. The
costs are as follows:

16



* $2,763 in charges to the We the People grant, ceatpof $849 in
airfare costs, $186 in apartment lodging costsg$4ravel costs,
$1,131 in travel costs, and $151 in unsupportetscos

* $15,206 in charges to the Cooperative Program geantposed of
a $10,748 consultant contract, $2,065 in airfass;65186 in
apartment lodging costs, $437 in travel costs,&ind70 in
unsupported costs.

Finally, CCE disagrees that the facts support tfie@ ®commendation that CCE should be
designated as a “high-risk grantee” as explainéovhe

CCE response to recommendations for Finding No. 1

1.1 The funds were obligated at the beginning of tregperiod as set forth on pages 5-7,
above.

1.2 No costs were “obligated...after the applicable gea@tpiration date.” Legally obligated
costs were paid “after the applicable grants’ expn date” and it is CCE’s understanding
that such costs are allowable if they were oblidaering the grant period.

1.3 CCE has revised its procedures to ensure the tigigihyng of all contracts. These revisions
will ensure that obligated funds are not paid adtgrant’s period of availability (see
Attachment G).

1.4 As noted above and in Attachment D, CCE drew dowawerage monthly $63,788ssin
ED grant funds than it was expending. This resuhedCE using a total of $765,360 of its
own funds, which were advanced to its ED prograomng the audit year. These funds
came from CCE'’s discretionary and other non-ED $urker this reason, the CCE grants
functioned in effect on a cash-reimbursement b&®E did not have a cash balance of ED
grant funds in excess of its needs. In any eveatyuestion ED’s authority to seek a
recovery of funds related to advance drawdowns ®f GCCCE earned no interest on any of
these drawdowns. Section 452 of GEPA authorizesoEdgek a recovery of grant funds if
the grantee has made an unallowable expenditifegled to discharge its obligation to
account for funds under the grant. There is noaiithfor ED simply to impose penalties
for any type of violation that does not involve iraper use of funds or a failure to account.
An inappropriate gap in the timing between drawd@and expenditure of federal funds
involves neither an improper use of funds nor lufaito account. Neither ED nor Treasury
regulations specifically mandate a three-day timé for expending drawn-down funds by
nonprofit organizations. On the contrary, 34 CFE524nerely contemplates that ED may
require recipients to report the amount of cashaades received in excess of three days.
There is also no basis for implementing this recemdation for subsequent fiscal years.

1.5 As explained in 1.4, no cash is held in excest®BD grants’ immediate needs.
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1.6 As noted in 1.4, CCE has consistently drawn dowrefeED funds than necessary to meet
the immediate needs for the performance of grants.

1.7 CCE strongly objects to this recommendation. Enggag such a time-consuming and
expensive task is unnecessary given the scopeatnckerof the issues identified in this audit
and the corrective actions that already have baentby CCE. The discrete issues
identified in the draft audit report do not remgtglstify the sweeping 100% audit
recommended in the draft report for 2007-08 andegbent fiscal years, particularly given
the improvements that CCE has made in process#gsddb these issues. Further, this
recommendation would be counterproductive and hai@@&’s capacity to fulfill its major
programmatic responsibilities.

1.8 CCE has revised its written policies and procedws®arked on a regular program of staff
development in their use, and assigned its diraftadministration the task of overseeing
compliance with federal regulation in all of itsograms.

1.9 CCE will be pleased to obtain such an attestation.

1.10 CCE strongly objects to the recommendationhitishould be designated as a high-risk
grantee and believes an objective and impartiaéveof its response to this audit and the
improvements in fiscal management it has put ieg@khould persuasively support its
position. As noted above, the issues identifiethis audit do not meet regulatory standards
(34 CFR 74.14) for identifying a grantee as higlk.rin particular,

CCE does not have a history of poor performanceth®@rcontrary, its performance has
been exemplary and it has accomplished signifipeagrammatic results consistent with
its grants’ purposes. Moreover, it has been sulgeictdependent annual A-133 audits
without any significant problems being raised;

CCE is financially stable;

CCE has a financial management system that meplis@pe regulatory standards. The
issues identified in this audit do not implicate #oundness of CCE'’s financial
management system, but at most reflect misundelistgs by particular employees of
discrete processes for accounting for federal drands, and procedural changes have
been effected in these areas;

CCE has conformed to the terms and conditions@fipus awards, taking into account
the possible misunderstandings noted above angetlyaminor unallowable
expenditures;

CCE is responsible and takes its grant obligati@ng seriously.
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Finding No. 2—"CCE Did Not Distribute the Number of Free Textbooks Specified in Its
Proposal and Improperly Charged the WTP Grant for the Costs of Retail Textbooks”

A. Number of Free Textbooks Distributed

The draft audit report states that CCE “distributaaer free textbooks than specified in the
Proposal for the project period.” The auditors 8RGAR 74.25 (a) and (b) as follows:

“The budget plan is the financial expression of pineject or program as
approved during the award process” and that gragtipients are “required to
report deviations from budget and program plans] eequest prior approvals
for budget and program plan revisions, in accordamgth this section.”

CCE response regarding the distribution of textsThe draft audit report’s statement is
incorrect. CCE actually distributed more free texiks than specified in its proposal. The draft
audit report states that “In the budget submitted part of its Proposal, CCE specified the
number of free textbooks that would be distribuftedh May 1, 2007, through April 30, 2008.”
This is not true. Neither the budget nor the budgees specify the number of textbooks to be
distributed for free. The narrative of the proposalwever, clearly does set forth the number of
textbooks to be distributed for free, and CCE nmet @xceeded that number. The difference
between the number of free texts distributed ardalger amount printed was clearly set forth
in the approved proposal and budget.

The narrative of the approved proposal (see AttactirHl) provides for CCE to annually provide
25 classroom sets (30 texts per set) oMheethe People: The Citizen & the Constitution
textbooks to 435 congressional districts plus tigr@t of Columbia and four U.S. territories,
totaling 330,000 textbooks. During the audit peri6€E actually distributed 330,840 textbooks.
In other words, CCE actually distributed for fret08noretextbooks than called for in the
narrative.

The narrative also requires CCE each year to peodfticlassroom sets (30 texts per set) of its
Project Citizentextbooks to 435 congressional districts plusDistrict of Columbia and four
U.S. territories, totaling 132,000 textbooks. Dgrthe audit period, CCE actually distributed
146,190 textbooks; in other words, CCE actuallyriiated for free 14,19@noretextbooks than
called for in the narrative.

CCE indisputably more than met its free textboakrihution goals as they were set forth in the
narrative of its approved proposal.

The following paragraphs address the issue of sheptus” in texts noted by the auditors and
printed pursuant to the approved budget:

* Inregard to the “surplus” of 20,160e the People: The Citizen & the Constitutiexts
(referred to in the draft audit report &Sitizen and the Constitutidyy CCE routinely
prints a small percentage of texts beyond thodellited for free according to the above
formulas. These “extra” texts are provided for ffeespecial projects that enhance the
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programs or are offered for sale. As texts werd,qbk grant that paid for their printing
was fully reimbursed at the end of each month

* Inregard to the “surplus” of 51,8 Rroject Citizentexts, we note that initially the
program coordinators in each of the 435 congresasiistricts, the District of Columbia,
and the four territories were responsible for reitrg ten teachers to use the original
Project Citizentext that was developed for upper elementary aidd/lenschool use. Ten
classroom sets of these materials were providedd¢b district. With the publication of a
new high school version of the text, CCE wantedite coordinators the option of
recruiting high school teachers to take part ingfegram. Not knowing how many high
school teachers would take part, CCE printed enoexjis for its customary allocation of
10 middle school sets to each district and prieteolugh high school texts to provide five
sets to each district. After 146,190 texts had lwkstnibuted, a surplus of 51,810 of
middle school and high school texts remained irmeory and was available for
distribution during the next program cycle. Thesgamce of these sets in inventory
enabledCCE to diminish its printing costs for the subsequear and to provide more
funding for other approved costs, such as increaagung for teachers.

As an alternative, the auditors have suggestee@asang theaumber of free texts
distributed to school districts during the nextryé2CE did exactly that during the
academic year 2008—-09 when it distributed 339,688We the Peopleexts (9,630
above its formula) and 154,230 fréeoject Citizentexts (22,230 above its formula).
CCE, of course, will be pleased to state more eitlliin its future narratives what it
intends to do with books published pursuant tadtindget but which are above the
formula for free distribution described in the raive.

B. Sales of Textbooks

The draft audit report states that printing costs for retail textbooks were charged to the We
the People grants.

The draft audit report indicates that CCE chardktegtbook printing costs to the We the People
grants, even though some textbooks were printeddia to school districts. The auditors cite
OMB Circular A-122, Attachment A.4.a., which definallocable costs and states the following:

A cost is allocable to a particular cost objectigech as a grant, contract,
project, service, or other activity, in accordaneih the relative benefits
received. A cost is allocable to a Federal awari i$ treated consistently with
other costs incurred for the same purposes indikeumstances and if it:

(1) Is incurred specifically for the award.
(2) Benefits both the award and other work and canibgiduted in
reasonable proportion to the benefits received...

CCE response to printing costs for retail textbooksThe draft audit report’s description is
factually accurate on this issue. However, CCE stsbtinat its development, printing, and sales
of textbooks do not appear to violate the cited OpiBvisions.
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Each year, CCE’s practice is to print enough teakiscand related curricular materials to
provide free sets to public and private schoolsughout the United States according to
the formula described above. CCE also prints apprately 10% more texts than are
needed to meet its free distribution formula reguments. These texts are also used to
further the grant programs’ goals. For example,esane provided for free for special
teacher training programs and other programmaticities, some are provided for free
as examination copies to persons interested ipdbsibility of taking part in CCE
programs, and some are sold.

The texts sold to schools or school districts tasuihe expansion of CCE’s programs to
more teachers and students than are reached thtloeifilee texts that are distributed. If
texts are sold, CCE fully reimburses whatever gpand for their printing on a monthly
basis. All credits from the sales of these textsveelded to the appropriate ED grant
account and used for allowable costs that advatieedoals of the program. Indeed,
during the audit period, $153,607 was creditedhéogrant account to pay for the texts
sold. CCE believes that this policy furthers theibatatutory goal of reaching as many
teachers and students as possible and shouldooalzk to the grant since it clearly
“benefits the award.” We do not believe that thiggbice caused any harm to a federal
interest that would justify any further repaymehthese funds.

According to EDGAR, 34 CFR 74.24(h), grantees catnomly print and distribute
textbooks as CCE has done, they can also entecamivacts with private publishers,
receive royalties from them, and use those royaitieany way they please, including
personal gainln such situations, the grantee is not accountabteD for the use of the
funds, which might or might not be used to furttier goals of the grant used to produce
them.

In contrast, CCE publishes and sells its textseteefit the award by furthering the
statutory goal of reaching more teachers and ttedents. These outcomes are far more
beneficial to ED and the taxpayer than the pradtiearly allowed by EDGAR of

allowing grantees, for example, to develop textsgeinto contracts with commercial
publishers, and gain royalties from sales upon wihere are no restrictions. ED
program officials have been aware of this pradiice/ears and have not objected to it.

The draft audit report states that CCE used grant tinds to pay for textbooks exclusively
for sale.

The draft audit report notes that during the apdiiod, $157,629 (it was actually only
$115,165—the auditors counted one invoice for 32 vice) was used to print hardcover
copies of the texts exclusively for sale.

CCE response to charges for textbooks for sal&he description of the procedures used
regarding hardcover texts is factually accuratéh@dgh the vast majority of CCE'’s texts are
bound in soft covers, a limited numbenE the Peoplapper elementary, middle, and high
school texts are bound in hardcover and chargé&Dtgrants. This is because some school
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systems will not adopt or purchase texts or implantige program unless they are available in
hardcover. During the audit period, $29,523 waslited to the grant account to pay for the costs
of hardcover texts sold. As noted above, this adtrthered program goals by bringing more
teachers and students into the program.

Pending an ED decision regarding the CCE respanteetaudit findings on the matter of
printing texts for sale with grant funds, CCE vatintinue to maintain complete records of texts
sold and texts held for sale in its inventory. I Bisallows these costs, CCE will reimburse
open grants for the costs of the texts or refuedctist of unsold texts to ED.

The draft audit report indicates that portions of the textbook costs were allocable to
revenue-producing activities.

The auditors state that because CCE did not sepewats of free textbooks from those for sale,
they could not

» determine which printing costs should be chargeti¢d/Ne the People grants, and
» identify the credits for textbook sales that shdugdapplied against the reviewed
transactions.

CCE response to portions of costs being allocable tevenue-producing activities. CCE

initially charges all printing costs to its ED gtanlt then each month reimburses those grants for
the costs of texts sold. This constitutes an dfterfact determination of which costs were
allocated to the grants and which were allocated@&’s publishing fund. A review of the

charts in Attachment | will reveal that—

» During the audit period of August 1, 2007, to Jaly 2008,

o0 The cost of hardcover texts printed was $115,1h&. grant was credited $29,523
for the cost of texts sold.

0 The cost of softcover texts printed was $1,924 (#idst of these books, however,
were not sold but distributed for free). The gnals credited $124,084 for the
costs of texts sold.

* During the subsequent period from August 1, 2008/ay 31, 2009,
0 The cost of softcover texts printed was $1,259 @7dst of these books, however,
were not sold but distributed for free). The gnamls credited $76,254 for the

costs of texts sold. In addition, although no hawee texts were printed during
this period, the grant was credited for $21,607cfsts of texts sold.
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The draft audit report states that the current pracice poses a risk to ED.
The draft report states that—

Because CCE charges all printing costs to the WiERtg, and then reimburses
the grants only for the printing costs of thoselierks sold, the grants are
absorbing all the risk for the costs of any undeixtbooks.

CCE response regarding risks for the costs of unstextbooks to ED.CCE attempts to hold
as few texts in inventory as possible to minimittgage costs. For each academic year, it prints
the number of free textbooks it is required to plevand an estimated 10% over this number for
additional free distribution or sales. That peregetis based on estimated needs for free
distribution and estimated sales, which are baseagrior years’ free distribution and sales. Any
free texts not distributed or unsold texts are nakéo account in determining how many texts to
print for free distribution and sales for the suugent year. Textbooks are never wasted or
disposed of. Therefore, there is no risk to theegoment for the costs of unsold textbooks. As
noted above, ED grants are reimbursed on a moh#dig for the costs of texts sold.

The draft audit report states that there is no asstance that grants are being reimbursed.
The draft audit report states the following:

In addition, the WTP grants may be charged foriiegks that are not sold until
after the end of the grant period and there is ssusance that the grants are
being reimbursed for all the printing costs for seaextbooks.

CCE response regarding the reimbursement of grants'he fiscal records of CCE are accurate
and transparent. The monthly reimbursement of grimmttexts sold is accurately recorded. As
noted above, any texts not distributed for fresadd during a grant period are held in inventory
to be distributed for free or sold during the swjusnt grant period. If sold during a subsequent
grant period, the costs of those texts is credited monthly basis to that grant which is, in fact,
a continuation of the programmatic activities af tormer grant, authorized by Congress.

CCE response to recommendations for Finding No. 2

2.1 During academic year 2008—-09, CCE increased tleediistribution ofWe the Peopleexts
by 9,630 andProject Citizentexts by 22,230 in response to requests fromiéhe. ICCE will
continue to distribute as many free texts as ptessibsubsequent years.

2.2 Each year, CCE implements procedures to distrifsatetextbooks in accordance with the
distribution amounts stipulated in its proposalj &rwill continue to do so.

2.3 During the audit period, 1,006,196 textbooks amhaktee curricular materials were printed
for free distribution and sales and charged tdabegrants, totaling $2,080,621. The ED
grants were fully reimbursed $172,151 for the jmigntosts of materials sold. These texts
and related materials were as follows:
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* We the People: The Citizen & the Constitution

* Project Citizen

» Elements of Democracy

* American Legacyocket Constitution

* Representative Democracy in America Instructionaid® and DVD

2.4 CCE has provided this documentation as summarizéd response on pages 20-24 and in
Attachment | and will be pleased to provide whatdugher documentation ED might
request.

2.5 As noted above, CCE contests the finding that teMys to be distributed for free can be
charged to ED grants. However, CCE will, of coursglement any resolution of the audit
resulting in a decision that printing costs undangs must be limited. Again, there is no
harm to any federal interest identified in thessoremendations that warrant a financial
repayment from CCE, given that it has already reirsé&d the grants for these costs.
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Finding No. 3—“CCE Used Predetermined Percentage®f Personnel Costs Charged to the
WTP and Cooperative Program Grants”

A. Accounting for Employee Time Distribution

The draft audit report states that employees’ pegjmas of monthly timesheets were based upon
“predetermined percentages provided by CCE managieh#es a result, the report states that
auditors were unable to determine whether $3,2@3¢Barged to ED grants for personnel costs
were reasonable and allocable to the grants. Ttikoas state that CCE did not meet one of the
four standards contained in OMB Circular A-122,asttment B, Paragraph 8m(2)(a) which
states the following:

The reports must reflect an after-the-fact deteation of the actual activity of
each employee. Budget estimates (i.e., estimatesydred before the services
are performed) do not qualify as support for charge awards.

The draft audit report also states that the CF@alhy informed the auditors that CCE did not
have procedures for employees to follow in comptetnonthly time sheets, but that CCE
corrected the CFO’s misstatement by informing thrditars that CCE did, in fact, have policy,
procedures, and personnel manuals that providddisstructions (see Attachment F).

CCE response regarding accounting for employee timéistribution. During the audit period,
CCE had approximately 75 full time employees. @&ty on average, 28 were assigned to single
grants and 47 were assigned to multiple grantsedilbloyees kept yellow “worksheets,” on
which they entered their total daily hours, sickJe, and vacation leave after the fact.
Employees assigned to multiple grants were informledt percentage of their time they were
expected to work on each grant. These assignmeantswot estimates determined before the
services are performeédRather, these entries represented assigned time wh®loyees were
told, for example, that management expected thedevote 100% of their time for Grant A or
50% of their time for Grant A and 50% for Grant®nce, during the audit period, CCE had 19
budgets for grants and funding from other sourtessCFO, in concert with program directors,
was trying to manage staff time allocations to eastiaff fulfilled obligations to the various
grants and maintain both a measure of control theepverall expenditures for staff salaries and
a proper balance of expenditures to the varioustgta which staff had been assigned.

At the end of each month, employees recorded time& on a formal CCE time sheet and signed
the time sheet. The policy in effect was as follpiiva staff member assigned to multiple grants
determined that his or her hours varied from trségga®d percentages, he or she would notify the
CFO. The CFO would then change the assigned pagesnbn the time sheet to reflect the
employee’s new reported allocations. Staff assigoesingle grants, who worked for 100% of
their time under that grant, filled out their tirsleeets accordingly. Furthermore, during the
auditors’ interviews of employees assigned to rpldtgrants, staff stated that they had
completed their time sheets accurately.

While the majority of time sheets were not revifedn the originally budgeted time allocations,
about 40% of the monthly time sheets for employeles worked under multiple grants (24
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employees) reported variations in their time altmres during the audit year (see examples in
Attachment M). Most of the employees who reporteanges from budgeted time held
management positions that were likely to involvenedlictable assignments that could affect
budgeted time. By contrast, it was not unreasonf@bl€CE management to assume that lower-
level employees would routinely adhere to theirdmidd time allocations, consistent with
legitimate management needs.

It can be argued that CCE should have been momesgjge in challenging a lack of revisions in
the reported time distributions between grants fthentime originally budgeted among many
employees. Nevertheless, we believe that CCE'&Byslid comply with applicable regulations
and cost principles. Employees filled out work sheeompleted and signed monthly time sheets
after the fact, and were subject to supervisioh¢bafirmed their presence and productivity. A
significant percentage of the monthly time shemtfuided revisions from the budgeted time.

Nevertheless, the auditors have challenged thewgiE the staff assigned to multiple grants
and even stated, “We have no assurance that enggaymrging their salaries entirely to one
grant were actually working 100% of their time e grant.” Although some employees may
not have exercised as much care as they shoulditmaeenpleting monthly time sheets, we
believe strongly that the after-the-fact time shawtre essentially accurate and complied with
the mandated accounting process, and there issi® foa OIG to call into question the veracity
of CCE staff.

CCE vigorously asserts, and its record of succiesgrastantially, if not directly, demonstrates
that all staff members fulfilled or exceeded thenuired hours and all staff members executed
their responsibilities to the single or multipleagts to which they were assigned. The work was
performed, fair value was received, and time sheete signed by employees on a monthly
basis after the work was completed. These persammsét should not be disallowed.

Change in CCE policies and proceduresilthough CCE does not believe its former procedure
violated OMB Circular A-122, B, Paragraph 8m(2)@§E has established new and more
rigorous procedures for completing monthly timeethewhich have been in place since August
2008 (see Attachment J). Based on the auditorg£erois, CCE has modified its former policy
by eliminating the yellow work sheets, providinfpamal time sheet at the beginning of each
month including assigned percentages, and requadirgmployees to enter hours worked on a
daily basis, allocating time to the grant or gramswhich they have worked. Oversight of
compliance with this new policy is now the respbiigy of the director of administration, who
checks all time sheets before they are sent tdbal office. All staff have been instructed in
this new policy, and the policy itself has beeromporated into CCE’s policy manual.

CCE response to recommendations for Finding No. 3
3.1 CCE believes it has provided adequate documentadrostaff salaries. All staff fulfilled
their responsibilities, and all goals of the vasdD grants were met as specified in

proposals and budgets. However, CCE would be pldetasprovide whatever additional
documentation ED might require.
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3.2 As noted above, CCE has implemented stringent rusigs for personal activity reports as
specified in Attachment J.
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Finding No. 4—"CCE Charged Costs to the WTP and Coperative Program That Were
Not Reasonable, Necessary, or Allocable to the Pragns”

A. Severance Pay

The draft report challenges the costs noted belwivcges OMB Circular A-122, Paragraph
8.k(1), which states the following:

In determining the reasonableness of a given costsideration shall be given
to:
a. Whether the cost is of a type generally recaghas ordinary and
necessary for the operation of the organizatiother performance of the
award.

The draft audit report states that CCE charged empbyee settlement costs as severance pay.
The auditors claim that $29,722 plus related frihgeefits that CCE charged to grants was not
allowable severance pay, but settlement costs. fdfey to the following material from OMB
Circular A-122.

(1) Severance pay, also commonly referred to anidsal wages, is a payment in
addition to regular salaries and wages, by orgatitas to workers whose
employment is being terminated. Costs of severpagare allowable only to the
extent that in each case, it is required by

(a) law,

(b) employer-employee agreement,

(c) established policy that constitutes, in effactjmplied agreement on

the organization’s part, or

(d) circumstances of the particular employment.

CCE response regarding severance paZ.CE believes the $29,721 in costs constitute
severance pay and therefore may be charged tosgrader OMB Circular A-122, Attachment
B, Paragraph 8.k. These post-termination paymeats veceived by two CCE employees; one
who worked at CCE for twenty years, the other fee f/ears.

The OIG report also states that CCE’s CFO saidetpagments were made “to avoid

lawsuits.” Although there is a kernel of truth mg statement, what it implies is completely
inaccurate. During the course of negotiating sevegay, both former CCE employees
engaged the services of attorneys, hardly a rerhkrkact, particularly in California. Nor is it
remarkable, in our litigious society, that somewt®se employment has been terminated, and
who is in a protected class under labor law, migg the threat of a lawsuit and the resulting
substantial legal costs as a negotiating ploy¢ceimse severance pay, no matter how false such
a potential claim might be. Having said thrasno time was such a threat of potential legal
action ever specifically conveyed to CQ¥o legal action or claim was ever filed. Theregave

no legitimate claims that could be filed by thesg®yees. Still, when considering the terms
of a severance settlement, CCE certainly considiegotential costs of what would amount
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to a nuisance suit. And this is what CCE’s CFO wedsrring to when he spoke with the
auditors. CCE considers the payments to be prudent.

These were legitimate severance costs paid to tmmoyees who had worked for CCE for a
combined twenty-five years. These payments meditdral definition of “severance pay” in
OMB Circular A-122: “[severance pay]. . .also commiyoreferred to as dismissal wages, is a
payment in addition to regular salaries and walgg®rganizations to workers whose
employment is being terminated” (Paragraph 8.keylédso meet the conditions for the
allowability of severance pay stipulated in the OK2Bcular, since they were made pursuant to
an employer-employee agreement or “circumstancésegbarticular employment.The
payments were reasonable, allocable to ED grants¢cansistent with OMB cost principles on
severance pay. Nothing in the OMB circulars or EBulations bars these payments.

The draft audit report also states that CCE didfoltaw its stated practice of charging post-
termination payments to the last grant or grantshiczh the terminated employees were
charging time prior to termination. It is true thiait this case, post-termination payments to
each employee, though initially charged to the graach employee last worked on, were
subsequently switched to different grants suppottive same programs. CCE did this for a
very simple reason: the grants the employees Istdviarked on had ended. Having ended,
these grants could no longer support the post-tetain payments, hence there was no
alternative but to make payments from other grantier which the employee had worked.
This may be seen in the following schedule of payiand percentages charged to grants for
the employee whose time allocation was questioyatdauditors.

» January 07: Final month of full time employmentm&icharged 30% to G&A, 50% to
WTP, and 20% to RDA.

* February 07: Employee worked 112 hours and thek damk leave and vacation time.
Time charged was the same as January.

* March 07: Employee took vacation time and sick éedume charged as in January and
February.

* April-July 07: Employee on disability leave.

» August 07: Employee took vacation time. Time chdrge in January—March.

» September 07—February 08: Disability leave.

» March 08-July 08: Severance period. Time chargéd @0G&A and 80% to WTP.

° Nothing in the OMB Circular or in ED grant reglitats requires the employer-employee agreemenifegrance
to apply to all employees of the grantee or limitsumstances of the particular employment that reagonably
support severance payments. In addition, nothirapinof these provisions excludes payments thaeowithin the
definition of severance pay simply because they hease been made to settle potential litigation \@ithemployee.
We note that irSecretary of the Army v. TECOM, In¢FedCir. 2008cv1171, May 19, 2009), a federalrcouled
that, under the FAR, a contractor’s settlementscostild be charged to the government if there wasy“little
likelihood of success” of a potential plaintiff' tatms. See alsBoeing North American, Inc. v. Ro¢l298 F.3d
1272 (Fed. Cir. 2002). As mentioned, no threa specific claim was ever conveyed to CCE by the émployees
in question. No threat was ever conveyed becaustaim ever existed that could have withstood arsany
judgment motion. Therefore, on this basis, we belidere is an argument that even if these costs teemed to
be settlement costs, they could still be chargetiégovernment as a prudent step to save the sepdiitigation.
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With respect to the issue of charging 80% of theessnce costs to the WTP grant, this was
done because the RDA grant had ended, there hadabagnanticipated increase in charges to
CCE’s G&A account, and WTP was the most reasongdalet in which to allocate the charge
because more of the employee’s time had been ditothat grant than any other grant.

B. Travel and Business Costs

The draft audit report states that CCE charged trawel and business costs that were not
reasonable or allocable to the grantsT'he auditors suggest that some travel and busaosts
were improperly charged to CCE’s domestic and nagonal grants. CCE acknowledges some
of these findings and has reimbursed the applicgtalets. CCE disagrees with others. Both are
explained below in relation to specific findings.

Travel costs.“CCE...charged $3,566 to the Cooperative Program grémt.one...flight.. for
the Executive Director’s spouse.”

CCE responseThe finding is correct, though the charge was #seilt of a CCE bookkeeping
error. However, the auditors’ statement, “After wirmed the CCE of the improper charge,
CCE adjusted the Cooperative Program grant andyetlats unrestricted account for the airfare
cost,” is incorrect. It was CCE staff that discaekthe error after providing the travel voucher to
the auditors. The charge was a bookkeeping enndrilae Cooperative Program was reimbursed
for the charge immediately upon discovery, befbeeduditors discussed the issue with CCE
staff. (Note: As approved by the CCE board of doemore than 20 years ago, CCE uses
discretionary funds to pay for the executive dioestspouse’s travel. Of the 11 trips taken
during the audit period, 10 were charged to theeobdiscretionary account, that is, the
unrestricted account which does not contain govemnirfunds.)

The draft audit report claims that CCE charged somecosts to ED grants that exceeded
GSA rates.The report states that CCE staff on travel stasid more for hotel costs than the
allowable GSA rates, totaling $1,056 charged towrethe People grant and $390 to the
Cooperative Program.

CCE response regarding GSA rates and CCE policyAlthough it is CCE policy to limit hotel
costs to GSA rates whenever possifiiis not always possible or reasonable to do kerw

19 CCE notes that under OMB Circular A-122, paragraplb., a nonprofit organization has the latituniereate a
travel policy that does not specifically adher&tsA rates. Paragraph 51.b. states the following:
Lodging and subsistence. Costs incurred by emptoged officers for travel, including costs of loalg
other subsistence, and incidental expenses, shalbihsidered reasonable and allowable only toxtene
such costs do not exceed charges normally allowebédonon-profit organization in its regular operas
as the result of the non-profit organization’s terit travel policy. In the absence of an acceptatigten
non-profit organization policy regarding travel thghe rates and amounts established under sulechap
of Chapter 57, Title 5, United States Code (“Treaasedl Subsistence Expenses; Mileage Allowances”), or
by the Administrator of General Services, or byResident (or his or her designee) pursuant to any
provisions of such subchapter shall apply to traveler Federal awards (48 CFR 31.205-46(a)).
As mentioned, the Center attempts at all timestlow GSA rates, but permits exceptions under gerta
well-defined circumstances which themselves arkidied in Subpart D-Actual Expenses, sections 301-
11.300 through 11.306. We believe these exceptionstitute a reasonable and appropriate travetyoli
that comes within the provisions of OMB Circularl®2, Paragraph 51.b.
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(1) the only hotels available within a reasonaligashce of places where staff must do business
refuse to honor the rate, (2) attending conferencesnventions in hotels with fixed prices
above the GSA rates, or (3) hotels above GSA atesloser to places where CCE must do
business, which results in reduced transportati@tsc In such instances, CCE uses policies in
Subpart D-Actual Expenses, sections 301-11.30@tird 1.306 41, Code of Federal
Regulations (CFR), Chapters 300 through 304 toeyitgpractices.

In regard to the hotel costs charged to the Wé#aple program grant, the auditors found that
CCE staff paid $1,056 above the allowable GSA rgges Enclosure 2 of the draft audit report).
Of this sum, $770 was for ten nights’ lodging irtdle where conferences and conventions were
held at a cost of $77 per night above the GSA &glihese were conferences of the National
Council for the Social Studies in San Diego, théidtel Middle Schools Association in

Houston, and the Southern Political Science Assiocian New Orleans. Staff attendance at
these conferences was important in furthering tredsgof its ED programs and there were no
reasonable alternatives. Payment of such costigable under the CFR as noted above and
the CCE policy manual, which is consistent withlagale federal regulations (see Attachment
K).

The remaining costs of $286 ($40 above the GSApatanight for 7 nights) were for the least
expensive hotels reasonably close to where stdftdhvdo business. However, CCE cannot
readily document this claim, so it has reimburdedigrant.

In regard to the Cooperative Program grant, théasdfound that CCE staff paid $1,686 for 8
nights’ lodging with an average payment of $48.@bmght over the GSA rates totaling $390.
At the time CCE made the staff reservations foribiel in Washington, D.C., the hotel refused
to honor the GSA rate and there were no other siatadilable within a reasonable distance of
where CCE staff had to do business.

Change in CCE policies and proceduredn the past, CCE project directors have given Verba
approval when appropriate for staff payments ogiond costs in excess of GSA rates. This
procedure has been modified in CCE’s written pe$idio require written approval by project
directors and the director of administration.

The draft audit report claims that CCE charged morefor apartment lodging costs than
allowable. CCE keeps an apartment in Washington, D.C., fobydbe executive director, CCE
staff, and others affiliated with CCE. It is a shslidio apartment in a rent-controlled building
with a monthly cost of $1,117.50, including utéi$i. Given the high rate of hotel costs in the
District, where GSA rates range from $165 to $288rpght, CCE has found the apartment a
reasonable and useful alternative. CCE chargedaeigrants $90 per day when staff stayed at
the apartment. (When the apartment is vacant, Cyg tfhe cost of the apartment from
nongovernment funds.) The auditors find that CC&uhonly be charging its grants $37.25 a
day, the daily rate paid by CCE. Although CCE badieits method of accounting provided a net
cost saving to the government and should therdferallowable, CCE does not wish to dispute
this issue here and has repaid the WTP grant $8@The Cooperative Program $264 in
compliance with the auditors’ request.
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CCE note.CCE will continue charging the amount recommendeithé draft audit report
pending a request to ED to reconsider the OIG figsliand set a reasonable rate for CCE to
charge for the use of the apartment.

C. Business Meals and Entertainment

The draft audit report challenged some costs of busess mealsThe report challenged a
number of costs for staff meals in situations inclkilthey were either not on travel status, were
on travel status but paid for staff not on travetwss, or were on travel status and paid for non-
staff. The auditors disallowed a total of $442 dearto the WTP grant and $223 charged to the
Cooperative Program grant.

Center response regarding business mealSCE thinks some of these costs should be
considered allowable as they were necessary tomizximeeting time in the conduct of
legitimate business, but will not dispute the paintl has reimbursed the grants in the amounts
identified by the auditors.

Change in CCE policies and proceduresCCE has established a written policy to ensure
compliance with the standards noted by the audéondsrequires any deviations from these
standards to be approved by the director of adtnatisn.

CCE response to recommendations for Finding No. 4

4.1 As noted above, CCE continues to maintain thatktleests were severance pay and not
settlement costs.

4.2 CCE has reviewed its monthly time sheets for theode specified by the auditors and
determined that there were no severance or settlkecosts paid during those periods.

4.3 CCE’s policy is not to charge settlement cost&@ogrants.

4.4 CCE has established clear policies and procedagesding limiting of hotel
accommodation costs to GSA rates, with exceptiorethandled in accordance with
Subpart D-Actual Expenses, sections 301-11.30Qtird. 1.306 41 Code of Federal
Regulations (CFR), Chapters 300 through 304. Intadtd the CCE manual includes policy
consistent with the CFR policy as may be seen tachiment K.

4.5 CCE has refunded $1,742 of the sum of $2,902 tetgrants and believes the remaining
$1,160 of expenditures were allowable for the reaswted above.
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Finding No. 5—"CCE Did Not Properly Allocate or Provide Adequate Supporting
Documentation for Other Direct Costs Charged to theNTP and Cooperative Program
Grants”

A. Allocation of Contractual Services Costs

The draft audit report states that CCE charged theentire cost of contractual services to a
Cooperative Program grant when the activities alsbenefited other grants.The draft report
claimed that “CCE charged $10,748 to its Coopeedfixogram grant for a consultant who
performed services that also benefited anotherrBedgency’s grant.”

CCE response to allocation of contractual service€CE disagrees with the draft audit
report’s findings and believes that the chargebécED Cooperative Program grant for Ms.
Muna Darwish'’s services for the two invoiced pesadkere entirely appropriate given the
context and history of the program. Her time wagpprly allocable to the Cooperative
Education Program. The draft audit report reflectsisunderstanding of her work and role and
of the distinction between ED and State Departmpenjects.

The activities of Ms. Darwish referred to by theldors were specifically related to the goals

and objectives of the Cooperative Program, for Wisice had been employed. Whatever benefits
accrued to the Middle East Partnership InitiatiMEPI)-funded Arab Civitas program were
fortuitous, incidental, and not allocable to theagram.

In fact, the Arab Civitasetwork initiated and supported with ED funds under tlo®gerative
Program, and the Arab Civitas Program, funded byPME&n initiative of the U.S. Department of
State, are separate and distinct programs. As iegpldelow, both of these activities should be
seen as a part of the Cooperative Program, whidhdes approximately 80 partners in countries
from all regions of the world.

« The Arab Civitas network is a group of organizasiaollaborating on civic education
programs in the Middle East and North Africa. Tikdwork was formed in 2002 and has
been collaborating with CCE since its inceptiondfterent times and for
nonduplicative activities, it has been supportedeurthe Cooperative Program grant and
has received funding from the U.S. Department ateSdirectly and through its
embassies in participating countries. It has aseived funding from other domestic and
international public and private sources. The Coatpee Program funded by ED enables
CCE to work in the following countries in the Ar@livitas network: Algeria, Bahrain,
Egypt, Jordan, Kuwait, Lebanon, Morocco, Oman, Q&audi Arabia, Tunisia, United
Arab Emirates, West Bank, and Yemen.

- The Arab Civitas Program, funded by the MEPI initia of the U.S. Department of
State, began at a later date, derived its name tinerArab Civitas network, and
supported separate and nonduplicative activitiasghrmitted the expansion of some of
the programs in the region initiated and suppoaitethe Arab Civitas network under the
Cooperative Program.
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Ms. Darwish first worked for CCE under the CoopeeProgram, where she was instrumental
in establishing programs in Jordan. When CCE reckfunding from MEPI to expand and
deepen its civic education activities in the regigis. Darwish became regional coordinator of
that program. These nonduplicative activities werdertaken within the context of the Arab
Civitas network of the Cooperative Program. WhenRViEnded its support for the regional
coordination office, CCE saw the need for Ms. Datwiio provide services not only to those
nations in the Arab Civitas network, but to alltpars worldwide in the Cooperative Program as
set forth in the “Nature of Work” included below.héh CCE staff referred to Arab Civitas costs
being paid to Ms. Darwish from the Cooperative Paagy this was in reference to the Arab
Civitasnetwork not to the MEPI-funded Arab Civitas program.

CCE wishes to clarify the nature of the servicepiested by CCE from Ms. Darwish for the
benefit ofall partners involved in the Cooperative Program:

Nature of WorkThe Consultant shall advise the Center’s intaoret! program
staff on strategic planning, developing civic ediaacurricular programs and
materials, communications across regional netwookganizing international
events, and pursuing new sources of funding. Thes@@nt shall assist in the
design of pilot programs, help programs in trarmitreassess their strategic
plans, and help established programs pursue a tsagefunding opportunities.
[From Consultant Agreement, July—Sep 07 and Oct-@elc

The Scope of Work quoted by the auditor was agdisit of tasks that CCE requested Ms.
Darwish to complete during the period; it was bynm@ans meant to be comprehensive. CCE
considered the Arab Civitas network a model of @apon among civic educators and wished
to draw on Ms. Darwish’s expertise in developiniggprograms for other regions of the world

as well as advising CCE on the management of edication networks. The consultant was
expected to work in close coordination with CCHfstad respond to additional task requests
related to the Nature of Work stated above. THhus,not surprising that some tasks appeared on
her monthly invoices that fit within her Nature\wrk but had not been described explicitly in
the Scope of Work written prior to the contractpatiod.

The draft audit report is incorrect in suggestingt ttonsultant costs related to a regional office
in Jordan were solely for the benefit of the ME&hded Arab Civitas grant.

» The Arab Civitas Regional Office supported a netaafrcivic education organizations
involved in both the MEPI-funded Arab Civitas Pragr and the ED-funded Cooperative
Program. While most of the regional office’s adies related to the MEPI-funded Arab
Civitas Program, the regional office’s work witret@ooperative Program included
activities such as facilitation of communicationshWCCE’s Arab Civitas network
partners attending the annual World Congress ot Education and other Cooperative
Program events.

» Although Ms. Darwish had formerly served as stathe regional office, her work for
MEPI terminated with the closing of the regiondiad. CCE then engaged her as a
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consultant for the period from July—December 2@@rovide services to the
Cooperative Program, including countries in itsiA€ivitas network.

In 2007, as the termination of MEPI support drewarn&ur of CCE’s Arab Civitas
network partners who had received support undemtfegram received significant
funding from CCE under the Cooperative Program.aneim and the West Bank and
Gaza became special projects, and Jordan and Movee@ partnered with U.S. state
institutions.

CCE enlisted the services of Ms. Darwish to helfhhis transition, including
assistance with communications with the partnésgevelopment of new strategic
plans, and providing advice in financial and progmaatic areas based on her former
capacity as a program director. Ms. Darwish’s girbackground in civic education
content and pedagogy, nongovernmental organizatenmgement, fluency in both
Arabic and English, and familiarity with CCE’s imtational network made her uniquely
suited to the work. Having formerly worked at tlegional office, Ms. Darwish was the
most appropriate individual to advise the regimféite on financial issues related to the
transition of its staff members to the Jordaniant€efor Civic Education Studies,
CCE’s primary Jordanian partner under the Cooperd&rogram.

B. Allocation of Lodging and Meal Costs

The draft audit report challenges the allocation ofapartment lodging costs and meal costs.
The auditors claim thahe WTP and Cooperative Program accounts wereiraclirectly
charged $186 for apartment costs.

The draft report also states that $151 was cham#te WTP grant and $1,770 to the
Cooperative Program grant with documentation tdat hot contain sufficient information to
determine whether the costs were reasonable arzhhle to grants.”

CCE response to apartment and meal cost$he draft audit report is correct in finding thiaét
apartment costs were mistakenly charged to thegvagoounts. The WTP and Cooperative
Program accounts have each been reimbursed $186.

In regard to the $151 in meal costs charged tWH® grant

» $44 was an allowable cost of a working dinner fmidhe Director of the We the People
program for two consultants on travel status whoavptanning a We the People
workshop to be held on the Navajo reservation.

» $52 was paid for dinners for two CCE staff memlmers¢ravel status visiting its main
office in Calabasas. $26 was for the dinner of ainhese staff members. Both meals
were charged to CCE’s WTP grant. The draft augiorecontends that “Documentation
did not support that meal costs only benefittedwhieP grant,” since 50% of one of the
staff member’s salary is charged to the Cooperd&roggram. CCE has credited the
Cooperative Program for 50% of two meal costs itoge$b26.
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* CCE has reimbursed the WTP grant for costs of $ilBaebruary 1, 2008, and $16 on
January 30, 2008, that were unallowable meal costs.

In regard to the $1,770 charged to the Cooper&tiogram:

» $442 was charged for dinners of 17 staff ($26 eaolyavel status attending the
International Project Citizen Showcase held in Vifggtion, D.C.

» $717 was for meals at five restaurants in Massattaufor a delegation of 13 Chinese
educators on travel status who implement CCE’snarog in China. The average cost of
these meals was $11.

* $24 was the total cost for lunch for the executlirector and director of international
programs on travel status in Sacramento to meéttivet Superintendent of Public
Instruction of the State of California to disculss possibility of his department taking
part in the Cooperative Program with Pacific Riniorss.

The above costs total $1,183. CCE believes thests tmbe clearly reasonable, allocable to the
grant, and allowable. The remaining $587 of theltot $1,770 was for staff meals, such as a
going-away party for a staff member, that were akishly charged to the Cooperative Program.
That grant has been reimbursed.

C. Allocation of Airfare and Travel Costs

CCE response to the auditors’ request for supportig documentation for airfare costs.The
auditors requested supporting documentation f@1®Rin airfare charged to the WTP and
Cooperative Program. This was the total airfareafoip by the executive director from Los
Angeles to Russia and Washington, D.C., beginnipgl 26, 2008, and returning to Los
Angeles on May 6, 2008. It was estimated that 7@%eexecutive director’s time was devoted
to the trip to Russia and 30% to the trip to Wagtun, D.C. Therefore, 30% of the total airfare,
or $849, was charged to WTP and 70%, or $2,065 ciasged to the Cooperative Program. The
executive director was a speaker on the openingl@and another panel at a conference in
Russia, which was attended by educators from appedgly 17 countries. He was also a
principal participant in the annual national finatsmpetition of the We the People program in
Washington, D.C., immediately after the Russianfe@mce. We believe these costs were
reasonable and allocable to the subject grantsagibadas for the events in Russia and
Washington, D.C., attended by the executive direate included in Attachment L. CCE will
provide whatever further documentation ED may reqjui

CCE response to the auditors’ request for supportig documentation for travel costs for a
2008 planning strategy meetingThe draft audit report claimed that the Centerraitiprovide
sufficient documentation for costs of $2,014 footemployees from its Washington, D.C.,
office to attend CCE’s annual planning strategy tnge They appear to take exception to the
fact that all of one employee’s expenses were @thtg the WTP grant and the other
employee’s expenses were charged 50% to the WTR gna 50% to the Cooperative Program
grant. The reason for the difference is that tret 8mployee works on CCE’s domestic
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programs and the second employee’s time is sglitden domestic and international programs.
The employees attended the planning strategy ngeatid subsequent meetings at CCE. The
Center will provide whatever further documentati€id would like to receive.

CCE response to recommendations for Finding No. 5

5.1 CCE believes it has adequately justified tbist @bove.

5.2 CCE believes it has adequately justified tbist @above.

5.3 CCE has procedures that enable it to allocaté-actor payments to two or more sources and
will implement them in situations in which they asguired.
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Finding No. 6—"CCE Improperly Charged the WTP and Cooperative Program Grants for
Direct Costs That Were Based on Estimates.”

Draft audit report’s findings regarding Other Direc t Costs.The draft audit report claimed
that CCE “improperly charged $172,141 in Other Bti€osts (ODC) to the WTP and
Cooperative Program grants based on estimates.”

CCE response regarding Other Direct Cost charges he draft audit report claims that these
costs should have been treated as indirect coetse¥er, whether they were direct or indirect
does not implicate their allowability. CCE believes unreasonable and unfair to use this
technicality as a means to seek reimbursemenifpofthese legitimate costs. CCE also
believes that the draft audit report’'s recommetratais arguably impermissible under
prevailing case law"

We submit that the costs in question were diremttjmdirect, costs. They were costs directly
and specifically related to implementation of thargs, not overhead that benefited all
activities of CCE. For example, each year CCE stake thousands of phone calls, copy
thousands of pages, and mail thousands of lettetpackages in support of specific grant
activities. All of these are unquestionably diregsts.

Accounting for these allowable direct costs posesrarmous challenge to an organization of
CCE'’s size and scope. Were CCE’s budget to rivatl difi a Fortune 500 company, it could hire
the necessary personnel, and pay for the necetesdmyology, to track each and every one of
these transactions. But the Center must make doanr leaner budget and staff, and so it has
adopted the following procedure, which we believyesasonable and cost-effective and
identifies costs properly allocable to ED grants.

CCE'’s grant budgets approved by ED (and other t¢dayencies) have always listed the
following ODC categories: Office Space and Utikti€hotocopying, Telephone, Data
Processing, and Mailing. Footnotes have been iedu these approved budgets explicitly
indicating that the amounts allocated to ODC budgétgories are monthly estimates based on
past experience. Since neither ED nor any othertgraking federal agency has ever raised an
objection to these declarations in its annual IR@atiations with CCE, CCE has quite
reasonably continued this practice.

The Office Space and Utilities category is chargased on the actual percentage of each
grant’s salaries to the total monthly salaries GECFor example, if 50% of staff were to be
charged to the WTP grant, then 50% of the Officacgpand Utilities costs would be charged
to that grant. For all other ODC categories, ibatds clearly identifiable with a grant, thenst i
charged to that grant. All other costs are accutadlenonthly by ODC category in a Suspense

It is also arguable that, under prevailing case the draft audit report’s recommendation wouldbant to a
retroactive indirect cost adjustment, would thuslatie the terms of the Center’s negotiated indicest agreement,
and would therefore be unenforceable. See, lattpn Industries, Inc. v. U.5449 F.2d 392 (1971). See also
footnote 12.

2 The fact that CCE has routinely made these deigasain its grant budgets, and that the ED hagneised an
objection to these declarations, supports the aegtithat the draft audit report’s recommendatioamts to an
impermissible retroactive indirect cost adjustm&ste footnote 11.
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Account. Charges are then allocated to the diffegeamts and General and Administrative
account (the indirect cost pool) in the proportdrthe average monthly budgets of each of
those grants in relation to the total funding ofECC

CCE suggests there are essentially three optiosslte the issue raised by the draft audit
report. The first is to put all of these costs IGIGE’s indirect cost pool. If this had been done

in the past, the total grant charges would haveaneed unchanged—the money would simply
be allocated to a different budget category. Astioaad, however, this solution appears
inappropriate since a substantial proportion o$éheosts are legitimate direct costs chargeable
only to grants and not to the G&A costs. The secmidtion is to require the Center to track
these time costs item by item, but this would dieaot be cost-effective given the
administrative expenses needed to track the Certtesusands of ODC transactions. The third
choice is the one adopted by the Center: to majaod faith, rational, and cost-effective
attempt to reflect the true nature of its ODC.

CCE submits that its solution is reasonable, traresgt, and cost-effective, and that it identifies
costs properly allocable to ED grants. Finallya dlecision were made to treat these costs as
indirect costs, that decision should apply to peasipe costs, and the audit report should
withdraw any recommendation for reimbursement e§éhcosts, which—whether direct or
indirect—were reasonable and properly allocabliaéogrants.

CCE response to recommendations for Finding No. 6
6.1 CCE will prospectively follow whatever procedure Egjuires.

6.2 CCE strongly disagrees with the draft audit rego‘commendation that its ODC be
returned to the federal government. All costs cedrg the ODC accounts were
appropriately documented and were for legitimatepses. During the grant period, CCE
had 19 different sources of funding and budgetsallozate, for example, each phone call,
each fax, and each document copied to one of 8msees of funding would have been
extremely costly and would have diverted staff tiinoen the programmatic goals of CCE.
The procedure CCE used for allocating these coassreasonable, practical, cost-effective,
and identified costs properly allocable to the ggan
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Finding No. 7 — “CCE Did Not Properly Execute and Monitor Its Contracts for the
Cooperative Program Grant”

A. Execution and Monitoring of Contracts

The draft audit report states that “CCE did notoee its contracts timely for the Cooperative
Program or ensure that contractors complied wiplonténg requirements.” As a result, the draft
audit report suggests that CCE made federal funbterable to misuse by reimbursing
contractors for costs incurred before contractevesecuted and by not ensuring that
contractors adhered to contractual reporting requents. EDGAR 34 C.F.R. § 74.51(a) states
that “[r]ecipients are responsible for managing amahitoring each project, subaward, function,
or activity supported by the award.”

CCE response regarding the execution and monitoringf contracts. The draft audit report
claims that the “CCE did not properly execute arahitor its contracts for the Cooperative
Program.” Legally binding contracts were establishvith principal entities receiving
subawards from the initiation of the grant periddsaddition, CCE carefully monitored the
programmatic performance of its contracts and Réensive documentation to prove it. Finally,
to substantiate this finding the auditors sele@®d the 133 subawards for international
programs of the total of 586 subawards for domestitinternational programs made during the
audit year and generalized their findings to calkof the subawards made by the Center. The
subawards they selected were made to U.S. instisithat fulfilled all of their programmatic
obligations, used their own money to do so, buteWate in the signing of ratifying contracts
and in requesting reimbursement for their own fusyisnt.

CCE strongly asserts that—

» legally binding and enforceable contracts existeal defore the beginning of the grant
period as explained in its response to FindingNabove,

* no funds were misused by the subawardees for tusteed before the contracts
referred to by the auditors were signed, and

» CCE carefully monitored the performance of subaeeasdrom the beginning of the
grant period and they fulfilled their contractudligations.

Indeed, the draft audit report acknowledges: “Based our reviews of programmatic reports,
we noted that the activities carried out appear®in line with contract objectives.”

CCE rigorously oversaw the performance of its suydees and they fulfilled their obligations
as noted in the draft audit report's comment on G@Eogrammatic reports set forth below.

Ultimately, the three subawardees focused upoméyatditors and all of the other subawardees
in the program fulfilled their programmatic obligats, and no federal funds were misused.

CCE admits that the formal, written contacts reféno by the auditors were executed far later
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than they should have been and, as noted abovestasished new procedures to ensure the
timely execution of such written contracts. In amdi, CCE acknowledges the auditors’
observation that it “allowed programmatic acti\stier the next award year to begin without a
signed contract in place.” These facts do not dbwuiae fact that CCE did, in fact, properly
oversee fulfillment of the subcontracts.

CCE response regarding additional information on tle lack of timely execution of formal
contracts. The fact that formal contracts were not executedl timely manner does not reflect
any bad faith or mismanagement on CCE’s part, sithh@ére any harm to a federal interest arising
from this circumstance.

The principal recipients of subawards under thep@oative Program are identified in the grant
proposals submitted to ED annually by CCE. Theycalty are funded year after year to fulfill
the same programmatic objectives set forth in tlibaizing legislation, which requires

fulfilling many of the same programmatic taskshaligh specific innovations are often added to
these responsibilities. For example, the instingiceceiving subawards identified by the
auditors as having problematic execution dates baee partner organizations in the Civitas
Exchange Program for the following number of yeéas Co-operation Ireland, nine years (since
2000); (b) Bowling Green State University, sevearggsince 2002); and (c) American
Federation of Teachers, fourteen years (since 19%&se institutions and other partners are
named and the funding they are to receive is Spdari the proposal and budget approved by
the Department of Education each year.

Prior to the beginning of each grant year, subaeesdre notified of their continued inclusion in
the next year’s program. Subawardees are alreadyeant their basic responsibilities for the
forthcoming grant period since they are similathiose of the prior grant period; for example,
the exchange of delegations, professional develaparal technical assistance, and translation
and adaptation of curricular materials. Subawardeeslso aware that to maximize the use of
taxpayer funds their activities must be coordinateti academic years and summer training
programs for teachers and educational leaders.

In order to plan and conduct activities coordinatéfth academic years and maintain a seamless
continuity between grant periods, subawardeestsifprogram planning activities prior to the
beginning of each grant period, regardless of wdretiey have an approved proposal and
budget and formally signed contract. The timelyedlepment and submission of subawardee
proposals and budgets and the execution of fornsadlyed contracts has been complicated a
number of times by the late approval of budgettheyU.S. Congress. This has resulted in the
awarding of funds to CCE by ED weeks and even nwatter the end of the previous grant
period. (For example, this year’'s Cooperative awead approved in late June after being
submitted in April and has a start date of JulaAQ9—four monthgfter the end of the previous
year’s award.)

In order to maintain the momentum and efficienttouarity of the partners’ programs, a practice
developed whereby CCE and its subawardees contproggams pending receipt of ED funds
regardless of the existence of formally signed remts$. This practice explains, at least partially,
why CCE did not pursue a change in the timing f@oation of subcontract awards.
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A further complication exists in the cases of igibns or organizations such as the three noted
above that were identified by the auditors as besrgjcularly late in the execution of their

formal contracts. Each has performed in an exempteanner for a number of years. Each
prefers to work on a cash reimbursement basis,hwihigans that as soon as a grant year begins,
each incurs costs for the performance of its resipdities as established in prior years’
subawards. Each has typically been very late imdttibg its proposals and budgets, signing
formal contracts, and requesting reimbursemenbstscdespite continued urgings from CCE to
do so. Since each institution or organization iagigs own funds, CCE cannot withhold funds

to ensure compliance as it can with other subavestde

Change in CCE policies and proceduresAs noted above, CCE now requires the submisdion o
proposals and budgets and the execution of sigmeiiacts or award notifications two weeks
prior to grant periods. This will not change thagiice of maintaining network activities despite
delays in funding, but will avoid delays in formetecution of subcontracts noted by the
auditors.

B. Contractor Compliance

The draft audit report states that “CCE Did Not Ensure That Contractors Complied with
Reporting Requirements.” It states, “CCE’s contract monitoring process dit ensure that
contractors complied with periodic reporting regaients that were specified in each of the
contracts. CCE’s contract terms generally requihatl contractors complete and remit to CCE
periodic programmatic and financial reports. Inesewf the eight contracts we reviewed, the
contractors submitted the quarterly or semiannnahtial and programmatic reports well after
the specified due date.... Periodic programmaticfarahcial reports for three contracts were
not submitted to CCE even though such reportingstipsilated as a requirement in the executed
contracts. For these three contracts only a fieg@brt was submitted.... Non-adherence to
contract requirements diminishes the level of aase that the Department receives the
products and services intended and puts the Depattiuinds at risk.”

CCE response to the assertion that CCE did not enselthat contractors complied with
reporting requirements. CCE admits that the reports referred to by thetargiwere submitted
well after their due dates and that the three drgdions noted above did not submit quarterly
reports as required, but only submitted final pamgmatic and financial reports and that they
were submitted after the required due dates.

However, CCE strongly asserts that—

- it carefully monitored th@erformanceof the three subawardees and all others throughout
the grant period,

- all products and services required were provided, a

« CCE has documentation to support these facts.
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Again, the draft audit report acknowledges: “Based our reviews of programmatic reports,
we noted that the activities carried out appear®in line with contract objectives.” It is clear
that at no time during the grant period were ED fds “at risk.”

In regard to the three subawardees identified byatiditors, as noted above, they worked on a
cash reimbursement basis using their own fundslfidl their obligations, did not submit the
required quarterly reports, submitted their proppaad budgets late, and did not request
reimbursement until very late. CCE did not havedpgon of withholding cash advances to
pressure the timely submission of the required dwsus. However, when the organizations did
request funds, CCE refused to provide them untim@hensive final programmatic and
financial reports and signed formal contracts weceived. It should be noted that despite their
shortcomings in submitting proposals, reports, ¢te three organizations fulfilled their
programmatic obligations in an exemplary mannethag have for years.

Change in CCE policies and proceduresCCE has terminated its relationship with one ef th
institutions that was particularly unresponsivedquests for the timely submission of proper
documentation. It has informed all other subawasdkat they will be required to work on a

cash advance basis or quarterly cash reimbursdvasis, regardless of their institutional
practices. CCE has instituted more stringent ogbtgrocedures by its staff, provides periodic
training to its staff in the implementation of tegqzrocedures, and now requires oversight staff to
bring any problems of subawardee non-complian¢kdaa@ttention of the director of

international programs and, if necessary, the threaf administration for resolution

CCE responses to recommendations for Finding No. 7

7.1 CCE has established new interdepartmental ig¥engrocedures to ensure all contracts are
properly executed before subawardees are allowbdgm their work and grant funds are
disbursed.

7.2 CCE has implemented periodic staff traininggpams to increase its monitoring efforts to

ensure contractual reporting requirements are nekttzat the contractors’ performance is in
accordance with the terms and conditions of théraots.
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Conclusion

The Center for Civic Education recognizes thatetponse to the OIG report is lengthy and
complex. We believe this has been necessary tpregipond to the draft audit report, which
CCE views as unduly harsh, unfair, and at timedeatng. We agree that the report raises some
legitimate issues relating to technical compliawith specific processes for accounting.
However, we believe that CCE has met its fundanheigyations to account for proper use of
grant funds; we have, in fact, properly used tHases for effective projects that delivered
outstanding educational benefits consistent wighpthirposes of the grants. Specific
misunderstandings by a small number of CCE empbgeaearticular accounting issues do not
amount to systemic deficiencies in accounting fords. Whatever mistakes CCE made were
technical in nature, committed in good faith, aad lbsolutely no impact on the efficacy of
CCE'’s programs, something to which CCE and itd st&f passionately and conscientiously
committed. CCE also believes that the recommendatialesignate it as a high-risk grantee is
unwarranted and grossly unfair under the circunt&snTto the extent the OIG report has
indicated administrative areas where improvemeautsbe made, CCE has used this opportunity
to make those internal procedural changes to etisat¢éhese issues are avoided in the future.
Finally, we stand ready to meet with OIG staff atider ED personnel to provide any additional
information and to resolve any areas of disagreémen
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Attachment A
Scope Limitation Statement from Auditors’ Draft Report of February 2009

Scope Limitation:

CCE imposed constraints on our tnterviews of CCE staff that were conducted to obtain
information on the percentage of their time charged to the grants. CCE required that its legal
counsel be present during the interviews and CCE’s legal counsel informed us that he met with
the staff prior to the interviews. Generally Accepted Government Auditing Standards state that
testimonial evidence obtained under conditions in which persons may speak freely is generally
more reliable than evidence obtained under circumstances in which the persons may be
intimidated. The information obtained during the interviews substantiated our finding that CCE
used predetermined percentages to charge personnel costs to the grants. However, other
information regarding the allowability of the personnel costs may have been brought to our
attention by CCE staff had the interviews been conducted in an unrestricted environment.

In our opinion, the employees that we interviewed may have been coached by CCE management
on how to answer questions regarding time and effort reporting. We obtained an email that the
CFO sent to CCE staff instructing them on how to explain to us how they prepared their
timesheets, We asked employees whether they received any kind of communication regarding
the preparation of monthly timesheets from management, the Accounting Department, or others
since our initial site visit. Some employees responded that the Executive Director had told them
to be truthfil and most employees responded that no communication was distributed to them.
The responses were contrary to evidence that we obtained showing that CCE’s CFO distributed
an email regarding the preparation of timesheets.

We did not continue our interviews with CCE staff to verify that their duties and responsibilities
were for allowable activities for the grants due to CCE’s constraint requiring that its legal
counsel be present during the interviews and the possibility that CCE management coached its
employees on how to answer our questions,
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Attachment B
Chief Fiscal Officer's Email to Staff Regarding Timesheet Procedures

To: CCE staff
Sent: May 23, 2008
Subject; URGENT: Explanation of how you fill out your time sheets...understand carefully.

Please understand this carefully and ask me if you do not understand.
The auditors will ask you how you fill out your time cards. Thanks..Jim

Employee Time/Effort is budgeted/allocated across a single or multiple
grants. At the beginning of each month employees are provided with a

time sheet with the allocated percentages of time for the employee to
review and ascertain with the actual effort. Should a discrepancy be

noted; the employee informs accounting and the CFO makes the necessary
changes and distributes the costs

accordingly. The employees also indicate vacation and sick leave taken
during the month. The time sheet is approved by the relevant supervisor
and signed. Accounting updates the vacation and sick

leave accrual.

Chief Fiscal Officer
Center for Civic Education
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Attachment C
“Expanded Authorities Amendments” for EDGAR

The “Expanded Authorities” Amendments

Pre-Award Costs
[74.25(e)(1) and 75.263]

No prior approval is required for pre-award
costs incurred up to 90 days before the
budget period begins

Includes both new and non-competing :
continuation awards

Applicant should have some reasonable
expectation that it wilf receive an ED grant

Expenditures are incurred at the applicant’s
own risk

ED funds are not available fér drawdown
until the budget period begins

Cannot be used to pay for cost overruns
from the previous year

Prior approval is required for pre-award
costs incurred more than 90 days before
start of the budget period

Time Extensions
[74.25(e)(2) and 75.261]

One-time extension of the project period for
up to one year without prior approval

Grantee sends written notification of planned
extension to assigned ED program officer no
later than 70 days before end of project
period. Notice includes:

» Supporting reasons for extension

» Revised expiration date

Cannot be merely for the purpose of
exhausting unexpended funds

- Cannot require the need for additional
Federal funds

Cannot change the scope or objectives of
the project

Budget Transfers
[74.25 and 75.264]

Provisions in 34 CFR 74.25 regarding
budget transfers apply to all types of
grantees

No prior approval is required for many
budget transfers

Check applicable OMB Cost Principle
Circulars for specific expenditures requiring
prior approval

Changes in EDGAR still requiring prior

approval:

> Changes in project scope or objectives;

> Changes in a key person specified in

- the award document;

» The absence for more than 3 months or
a 25 percent reduction in time of the
approved project director (Part 74
grantees only);

In research projects, a change in project
director or principal investigator (Part 80
grantees only);

The need for additional Federal funds;

» : The transfer of funds aliotted for training
allowances to other categories;

Transfer or contracting out of any work
(doesn't apply fo supplies, material,
equipment, or general support services)

Carryover
[74.25(e)(3) and 75.253(c)(1)]

Unexpended funds are carried over from
one budget pericd to the next without prior
approval .

Program Office may require a written
statement describing how unexpended

funds will be used

When: At the time of funding decision

New funds may be reduced under certain , .
circumstances -

Unexpended funds may be used for any ‘
allowable cost that falls within the approved . -
project scope

Not just for finishing uncompleted activities
from the previous budget period
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Attachment D
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Attachment E
“Memorandum to ED Discretionary Grantees” from the Chief Financial Officer of the U.S.
Department of Education

UNITED STATES DEPARTMENT OF EDUCATION
Office of the Chief Financial Officer

Memorandum to ED Discretionary Grantees

You are receiving this memorandum to remind you of Federal requirements, found in Parts 74 and 80 of the Education
Department General Administrative Regulations (EDGAR), regarding cash drawdowns under your grant account.

For any cash that you draw from your Department of Education grant account, you nmst:

e draw down only as much cash as is necessary to meet the immediate needs of the grant project;

s  keep to the minimum the time between drawing down the funds and paying them out for grant activities; and

s return to the Government the interest earned on grant funds deposited in interest-bearing bank accounts (except for a
small amount of interest earned each year that your enfity is allowed to keep to reimburse itself for administrative
€XPEnses). .

In order to meet these requirements, you are urged to:

o take info account the neéd to coordinate the timing of drawdowns with prior internal clearances (¢.g., by boards,
directors, or other officials) when projecting immediate cash needs so that funds drawn down from ED do not stay in
a bank account for extended periods of time while waiting for approval;

e monifor the fiscal activity (drawdowns and payments) under your grant on a continuous basis;

* plan carefully for cash flow in your grant project during the budget period and review project cash requirements
before each drawdown; and

e  pay out grant funds for project activities as soon as it is practical to do so after receiving cash from the Department.

Keep in mind that the Department monitors cash drawdown activity for all grants on a weekly basis. Department staff
will contact grantees who appear to have drawn down excessive amounts of cash under one or more grants during the
fiscal quarter to discuss the particular situation. For the purposes of drawdown monitoring, the Department will contact
grantees who have drawn down 50% or more of the grant in the first quarter, 80% or more in the second quarter, and/or
100% of the cash in the third quarter of the budget period. However, even amounts less than these thresholds could still
represent excessive drawdowns for your particular grant activities in any particular quarter. Grantees determined to have
drawn down excessive cash will be required to return the excess funds to the Department, along with any associated
earned interest, until such time as the money is legitimately needed to pay for grant activitics. You can find the
procedures for returning funds and interest in the ED User's Guide, which is located on the Web at the following URL:

haps:/fwww.g5.gov

Grantees who do not follow Federal cash management requirements and/or consistently appear on the Department's
reports of excessive drawdowns could be:

e designated "high-risk” grantees [EDGAR 74.14, 80.12], which could mean being placed on a "cash-reimbursement”
payment method (i.e., a grantee would experience the inconvenience of having to pay for grant activities with its
own money and waiting to be reimbursed by the Department afterwards);

e subject to further corrective action;

o denied selection for funding on future ED grant applications [EDGAR 75.217(dX3)(ii)]; and/or

e debarred or suspended from recefving future federal awards from any executive agency of the federal government.

Depending on which type of entity your organization is, you are urged to read either §74.22 or §80.21 of EDGAR to
learn more about Federal requirements related to grant payments. If you are a state or local educational agency with a
grant covered by Part 80, please check with the ED staff person named in Block 3 of your Grant Award Notification to
determine how to apply these requirements to any subgrantees. You are urged to make copies of this memorandum and
share it with all affected individuals within your organization.

. 400 MARYLAND AVE., SW. WASHINGTON, DC. 20202
Our mission is to equd aceess o i dop ional excellence the Nation.
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Attachment F
Excerpts from CCE Manuals Regarding Timesheet Proadures

FINANCIAL AND ADMINISTRATIVE POLICIES MANUAL — TIME SHEET POLICIES,
SECTION 9.6
9.6 Labor Distribution Reporting

C. Labor distribution reports will be peged and controlled according to the following
minimum standards:

1. Employees, including subconedamployees performing in-house work, are
responsible for preparing their own timecards/tinests.

a. Employees should be predidlear instructions of the work to be performed
and the activity to be charged.

b. Timesheets should be espa

c. Timesheets should bedilbeit as work is performed, but no less often than
daily.

d. All supervised hours watlshould be recorded on timesheets.
2. Timesheets will be signed by Empes and the supervisor only after they aredfille
out. In the event the supervisor is not availahéetimesheets may be
signed by the Chief of Staff.

3. Corrections are to be made bgsiout and new entry, with no erasures or
whiteouts.

a. Corrections are to beated by the employee and supervisor.

b. An explanation must bevided for corrections.
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Distribution and collection ahesheets will be controlled by the

accounting department.

a. Only one card is to benfsined to an employee for a period.

b. Corrections are to beiahitd by the employee and supervisor.

c. Timesheets must be caflédty an authorized person.

Responsibility for distributi@md collection of timesheets should be segregated

from that for:

a. Preparation and appro¥éihee and attendance records.

b. Preparation and distribatof the payroll.

c. Monitoring performancebiedgets.

New employees are to be fuljactrinated on proper timesheet procedures.
Employees must be made aware of their individugdoasibility for
accurate timecard/timesheet preparation.

Periodic internal reviews ard&performed by the internal auditors of the
timekeeping system to assure compliance with systantrols.

Overtime hours are to be appdatethe time of approval of the labor distribution

report.

Supervisors authorized to appriomesheets are listed below:

Departments/Programs

International

We the People: C&C

We the People: PC

School Violence Prevention
Youth for Justice

Research & Evaluation
Production/Shipping/Publications
Editorial/Design

Information Technology
Fiscal/Accounting

DC Office Site
Directors/Managing Directors
Associate Directors, CFO, COS
Organizational Support Staff
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Title of Approving Supervisor

Director

Director

Director

Director

Director

Director

Managing Director
Director

Director

Chief Fiscal Officer
Managing Director
Associate Directors
Executive Director
Office Manager



Office Manager Director of Administration

FINANCIAL AND ADMINISTRATIVE POLICIES MANUAL — FRAUD POLICIES,
SECTION 2.7 [ltalics added for emphasis]

2.7 Fraud Policy
The Center considers acts of malfeasanag] fraisrepresentation, or embezzling committed
by its staff members to be reprehensible and,sparse, will take all disciplinary or other
action that the organization deems appropridtdfeasance may include falsifying time
sheets or documents, abuse of sick time, thefetalcation includes the misuse or

stealing of funds or other organization resourdey.questions should be directed to the
Chief Fiscal Officer or the Executive or AssociBiesctor.

FINANCIAL AND ADMINISTRATIVE PROCEDURES MANUAL, SECION 3.4.3
3.4.3. Timekeeping and Labor Distribution

Control Objective

To ensure that payment for salaries and waggsmsde in accordance with documented time
records and that employee time is properly distadu

Major Controls
A. Timekeeping Policies
A written timekeeping and effort distribati policy will instruct employees on the proper
charging of time and
reasonably assure the accuracy of recdraedto cost objectives.
B. Orientation and Training
All employees will be oriented on propeiioetf charging practices.

C. Time Sheet Preparation

Labor hours will be accurately recorded ang corrections to timekeeping
records including the appropriate authorizations a@pprovals, are documented.

D. Internal Reviews

Center for Civic Education personnel wilbmitor the overall integrity of the timekeeping
and labor distribution system.
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E. Internal Accounting Controls
(i) Daily head-counts of all employeesdiectors while at job site
(i) Periodic checks on the way employpespare their time sheets
(i) Verification of labor cost transfers

(iv) Reconciliation of hours charged imé& cards to attendance records and to labor cost
summaries

(v) Segregation of responsibilities besawéimekeeping and payroll and those responsible
for operating within
budgets
Procedures

Orientation and Training

1. Each new employee will receive an orieataprogram on proper timekeeping and labor
charging practices.

2. For employees who are not following projéior-charging procedures, a periodic
refresher course will be conducted.

Time Sheet Preparation

1. Each employee will prepare his/her owretsheet as stipulated in the Employee
Handbook.

2. In preparing time sheet, each employek wil
Hard copy system:
(i) Use work authorizations and/or jokigaments provided by the employee’s supervisor
(i) Enter his/her own hours in ink andrsthe completed timekeeping record
(i) Keep timekeeping documents underehgloyee’s control
(iv) Make corrections in ink by crossingtdhe error and initialing the change
(v) Submit the completed time card toshpervisor for approval

Automated system: (not applicable at prgsen
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(i) Use work authorizations and/or jokigaments provided by the employee’s
supervisor/manager

(i) Access the labor system with the emypk’s time charging identification/password/etc.
(i) Employee enters the time chargedydaeekly and the system performs an edit check

(iv) Route the complete time card recdestteonically to the supervisor/manager for
his/her approval.

Distribution, Approval and Collection of Timé&&ets

1. Before the beginning of a pay period, preprinted time sheet will be distributed to each
employee.

2. Each employee’s time sheet will be appdavewriting by an assigned supervisor. A list
of supervisors authorized to approve time sheetsgalith signature cards will be kept on file
by the Fiscal Office.

3. Completed time sheets will be returneth®Fiscal Office.

Overtime Approval

Overtime will be approved in advance by the lexyge’s supervisor and the CFO and
justification will be included on the time sheet.

Reconciliation of Payroll to Time Sheets

1. Hours shown on time sheets will be rededdby the Payroll Department on a monthly
basis with the hours recorded on attendance reemd$he total hours recorded on the payroll.

Internal Review

Periodically, the Fiscal Office will monitordtoverall integrity of the payroll/timekeeping
system by:

(i) Performing unannounced interviewshwemployees on their labor charging practices
(i) Completing periodic comparisons otdgeted labor with actual costs
(iif) Providing special emphasis in anpsiéve areas

(iv) Verifying work performed to an appadwvork authorization

55



EMPLOYEE HANDBOOK — TIME SHEET POLICIES, PAGE 2-1
RECORDING YOUR TIME

Non-exempt employees must record their hours oa sheets and give them to thaipervisor
as stipulated by the accounting department.

The normal workweek is 7 hours a day totaling 36re@ week. If it is necessary to work more
than 35 hours in a work week, hours worked durimgeak between 35 and 40 will be
compensated at the normal hourly rate. If a pevganks more than 8 hours a day or 40 hours in
one week, whichever occurs first, the extra timk lpé paid at 1 and 1/2 times the hourly rate.

Because of the nature of our business, the workdsda may vary depending on the job being
performed. Individual schedules will be establisbgdhe appropriate supervisor. Employees are
expected to work 7 hours within our normal busirtessrs which are from 8:00 am to 5:00 pm,
Monday through Friday.

Exempt employees may be required to accuratelyddbeir time worked in accordance with
federal and state wage and hour law.

All employees subject to this policy are requirectcurately record all time worked.

For payroll purposes, the workweek starts on Sumaiayends on Saturday.
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Attachment G
CCE Policy Regarding Timely Execution of Contracts

(c) Regarding contracting sub awards, all directoes
responsible for

Requiring sub award recipients to submit propodalsigets, and signed contracts to
the Center no later than two weeks before the dtdet of a new grant,

Signing and filing the contracts with proposalseltied upon receipt and uploading
them to PAW.

Sending sub award recipients a “Grant Award Ndifmn” as soon as the Center has
received such a notification from a funding agenhhis notification will be a
modification of the notification the Center hasa®ed from the funding agency.)

Withholding any payments on the new grant until dhganization receiving the sub
award has complied with all reporting requirementsn any prior grant from the
Center that it might have received and refundedramaining funds.

Monitoring sub awards to ensure funds are spemtbbgated before the end of the
grant period

Documenting any contractual transactions or sigaift information regarding
performance of obligations by those receiving swhrds. If such communications
are conducted by phone or in-person meetings, eemaifirmation of the
transactions or performance information should»whanged and recorded.
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Attachment H
Excerpts from ED Proposals for 2007—-08 Regarding thFormula for the Provision of Free
Textbooks

We the Peoplds also extremely cost-effective. For some yeadera support has permitted the
distribution of fifteen free classroom sets of mnais in each congressional district. In fiscal
year 2002 the free distribution was increased entyfive sets per congressional district, which
has been very well received. The cost to purchasentire classroom set of thirty student texts,
teacher’'s guide, and ancillary materials rangey @am $200, at the middle school level, to
$335 for the high school level.

Like We the People Project Citizen uses the same national organizational structure of
identified state and district coordinators who dieghate program materials and provide access
to professional development opportunities for ieséed teachers and youth organization leaders.
Each congressional district coordinator is ableptovide ten free sets of the instructional
material to teachers and youth group leaders whmeiment the program in the congressional
district.
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Attachment |
Accounting of Printed Textbook Free and Sales Distibutions and

Crediting of Grants for Sales
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Attachment J
CCE Revised Timesheet Procedures

TIMESHEETS

All employees, whether exempt or non-exempt, millsidt on a daily basis time sheets
reflecting hours worked. An employee must fill the time sheet at the end of the day, after
work for that day has been completed, so thatithe sheet reflects an after-the-fact statement
regarding hours worked. Employees who fail to rdabeir time accurately, or who fail to turn
in timesheets as and when required by their sup@nwvill be subject to discipline, up to and
including termination.

« All employees will be provided the expected allomaof their time at the beginning of
each month and provided with time sheets that decthe allocation

o All employees are required to fill in their timeests daily in ink. (See below for
staff on multiple grants and G&A.) Staff will reabtime in hourly increments or,
where the situation so dictates, in incrementg?tbur.

o Any changes made by employees to their time sisbeisld be done by crossing
out incorrect entries, recording correct entriesl mitializing the changes. No
white out or similar methods should be used.

o Time sheets must be submitted to employee’s sugmr/ihe first working day
after the close of the end-of-month pay periodlufaito turn in timesheets in a
timely manner may result in discipline such as réirg the failure in their
performance review, reduction or elimination ofeamual pay raise, and
termination.

o Time sheets should include a record of vacations&cidleave days as well as
bonus time and jury duty.

o Time sheets should be dated, signed in ink, armedigpy the employee’s
supervisor or the supervisor’s designee.

o If an employee cannot sign a time sheet due tonglesieom the office on the
final day it is to be submitted, the sheet canigeesl by a responsible
supervisory official having first hand knowledgetbé activities performed by
the employee and knowledge that the distributiotinoé on the sheet represents a
reasonable estimate of the actual work performetthé&ymployee during the
period covered by the report.

o Employees on travel status which extends overasiedays of a month and first
days of a new month may fill out time sheets onRA&V website, e-mail their
hours to their supervisor or a designated persatingin department, and, by doing
S0, authorize the person to sign on their behalf.
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« Procedures for employees on more than one grant.

(o]

While employees should try to perform work, to é€xtent possible, as budgeted
each month by supervisors, they must always reaoraccurate and good faith
estimate daily of the actual allocation of themnéi on the different grants, G&A,
and Unrest.

Employees do not have to meet the expected moaliolyation, but if they vary
by more than 10% on any specific grant or G&A tebguld inform their
supervisor and the Chief Fiscal Officer.

If employees spend time on grants, G&A, or Unresthich they have not been
assigned, they should record that time and chaigpropriately.

Exempt employees who spend more than 35 hours laevetheir tasks and
activities should record an accurate and good &sthmate daily of the actual
allocation of their time to the different grants§& and Unrest.

Exempt employees who spend a total of 15 to 59 tesghduring a day on a
particular grant should record the time as one hour

Supervisors or their designees should collect timksets on the first working day of each
month, sign them, and submit them to the Director bAdministration.

The Director of Administration will review and sign the time sheets, keep copies on file,
and submit the originals to the financial departmen

« Procedures for employees who lobbyt is understood that employees will undertake
lobbying activities only on rare occasions. Neveldls, if such lobbying activity takes
place, that activity should be recorded each dathemmonthly lobbying time sheet
provided for this purpose. Time should be recoraeébllows.

(o]

(o]

Any activity that takes less than one minute shd@decorded as a minute, e.g.,
a coordinator asks if he or she should contact mimee of Congress and a staff
member says “Yes” or No.”

At the end of the month enter the total time for lobbying spent during thonth
in the space provided for this purpose on the lofibtime sheet and on the
regular time sheet in the right hand total spaceHe line identified as “Unrest
L.” Enter the total time in hours, e.g., if one nii@ was spent, then one hour
should be charged. If one hour and one minute waststhen record two hours.
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Attachment K
Excerpt from CCE Manuals Regarding Costs over Gened Services Administration Rates

11.7 Reimbursement for Excess Travel Expenses
A. For reasonable and allowable employaeetrexpenses up to 300% of the maximum
GTR/JTR per diem rate for the area, employeesregiliest approval in writing from
the CFO provided the justification is for speciabiausual situations.

B. Special or unusual situations are detegdchto apply when:

1. A government representative regug€enter employee to travel on such short notice
that lower cost lodging is not readily available

2. A Center employee attends a cenfag or seminar at a higher priced hotel or mbtel;
in order to facilitate interaction or communicatiwith other conference or
seminar attendees, there is a benefit in incuthiegadditional lodging cost

3. Travel to an area is at a pealetrperiod so that lower cost lodging is not avadéa
which is documented with a list of hotels contacted

C. Blanket prior approvals for reimburset@rexcess travel expenses are not authorized.

D. Ifit becomes necessary to exerciseatibority repetitively or on a continuing basisin
particular area, The Center will obtain advance@gg from the Contracting Officer.
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Attachment L
Agendas from Executive Director’s Trips to Russia ad Washington, D.C.

International congress Civic Education: Traditiansl Innovations in the Information Era
Khanty-Mansiysk (Khanty-Mansiysky autonomous regioviugra)
April 26 — May 1, 2008

Program

April 26, Saturday
Departure from Moscow.
Vnukovo airport, fight 351 Moscow — Khanty-Mansiyg0.10.

April 27, Sunday
01.00 - 02.00. Arrival in Khanty-Mansiysk, accondation in
«Na semi kholmah» («At seven hills») Hofalress: 628002, Russia, Khanty-Mansiysk,
Sportivhaya str., 15, tel. +7(34671) 55-692

09.00 — 11.00. Breakfast.

«Na semi kholmah» Hotel.

10.00 —12.00. Registration.

12.00 — 13.30. The hall of «Na semi kholmah» Hdtehch. Restaurant «Gostinyi
dvor», «Na semi kholmah» hotel.

14.00 - 18.00. Excursion. City of Khanty-MansiySkate Museum of Nature and Man,

Art Gallery of Khanty-Mansiysk Generation Foundatio

19.00 — 22.30. Offcial reception and dinner spoeddy Khanty-Mansiysk Department
of Education.

Restaurant «Palace», «Na semi kholmah» Hotel.

April 28, Monday

07.00 — 08.30. Breakfast.

«Na semi kholmahx» Hotel.

08:30 — 09:00. Transfer to the building of KhaMgnsiysk government.
09.00 — 13.30. Plenary session

«Civic education: traditions and innovations in i@rmation era.

Moderator: Conference Hall, Building of Khanty-Marsk government.

Petr Polozhevets, editor-in-chief, «Uchitelskaya&a»; president, Russian Association for
Civic Education (09.00 — 11.15).

09.00 — 09.40 «New goals of regional educatiatesys» -Alexander Filipenko,
governor, Khanty-Mansiysk autonomous regions — ¥ugr

09.40 — 10.10. «Civic education in Russia: newag@ghes» — Nikolay Bulaev, head,
Federal Education Agency.

10.10 — 10.30. «Civic education in the world: revallenges» — Charles Quigley,

executive director, Center for Civic Education, &mlsas, USA.
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10.30 —11.00. Gabriele Mazza, Director of Sch@uit-of-School and Higher Education,
Council of Europe.

11.00 — 11.15. Questions and answers. Commentaries

11.15-11.45. Coffee-break.

Moderator: Alexey Maiorov, deputy chairperson of Khanty-MankiysYugra
government (11.45 — 13.30).

11.45-12.30. «Issues of civic education in #mad generation of Federal standards» —

Alexader Kondakov, general director, Prosvesheniblishing house,
corresponding member of RAE, Doctor of Education.

12.30 - 13.00. «Civic education in the conditiohglobalization: Russian specifcs» —
Leonid Polyakov, professor, National University igher School of Economics,
Doctor of Political Science.

13.00 — 13.15. «Developing civic consciousnesadexander Selyanin, minister of
education, republic of Karelia.

13.15-13.30. Questions and answers.

13.30 — 15.00. Lunch. Restaurant «Gostinyi Dvor».

15.00 - 16.30. Panel discussion

Place and role of civic education in the global lvor
Conference Hall, building of Khanty-Mansiysk govesnt

Moderator:
Narangerel Rinchin, head, Center for Civic EducgtMongolia, Ph.D.

Participants:

Arkadiy Gutnikov, vice-president, associate professdimector of Center of clinical law
education of Saint-Petersburg Prince Oldenburg lrestitute; Andrey loffe,
associate professor, Russian Academy in In-Seiviaming of Education; vice-
president, Russian Association for Civic Educat®h,D.; Sergey Lyamin,
lecturer, Tambov state university after the namBe@fzhavin, Teacher of the Year
2001 of Tambov region, Ph.D; Charles Quigley, exgeuirector, Center for
Civic Education, Calabasas, USA; Anuradha Sen,eroaddirector, Education
Quality Foundation of India.

16.30 - 17.00. Coffee-break

17.00 - 18.30. Panel discussion

Civic Education as a means of forming cross-cultuntaraction

Conference Hall, building of Khanty-Mansiysk goveent

Moderator:

Irina Akhmetova, associate professor, Russiancrigitademy at the Supreme Court and
Supreme Arbitrary Court of RF, Ph.D.

Participants:

Monica Ang, instructor, University of Asia and tRacifc; project manager, Project Citizen,
Philippoines; Sergey Bukinich, History teacher,caiNe 116, Teacher of the Year
— 2006, Saint-Petersburg; Ludmila Gurianova, Histord Social Studies teacher,
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schoolNe 8, Khanty-Mansiysk, Honored Teacher of RF; Willi&yan, head,
Center for Civic Education, Jakarta, Indonesia; radha Sen, academic director,
Education Quality Foundation of India; Tigran Towyan, head, Armenia Civitas,
Yerevan, Armenia.

19.00 — 21.00. Dinner.

Restaurant «Gostinyi Dvor».

21.00 — 21.30. Transfer to «Na semi kholmah» Hotel
April 29, Tuesday

07.00 — 09.00. Breakfast.

«Na semi kholmah» Hotel.

09.00 — 09.30. Transfer to Expo-Center.

09.30 - 11.00. Master classes

«Active school» — Zhenya Belyakov, president, @wiFoundation.

Expocenter, Auditorium 1. «Globalization and redigh —Andrey loffe, associate professor,
Russian Academy in In-Service Training of Educgtvoe-president, Russian
Association for Civic Education, Ph.D.

Expocenter, Auditorium 2.

«Legal regulation of citizens’ and organizationatticipation in economic activities» —
Konstantin Ulanov, principal, fnancial-economic lyoeNe29, Penza, chairperson,
Penza regional branch association for Civic Edocatrice-president, Russian
Association for Civic Education.

Expocenter, Auditorium 3. «Children’s rights in thgst century» Fatiana Ivanova, History
and Law teacher, gymnasiuxal, Ramenskoye, Moscow region.

Expocenter, Auditorium 4.

11.00 —11.30. Offcal Opening Ceremony of ExhaitikEdication — 2008».

11.30 - 13.00. Master classes

«Introduction to practical social studies¥+kadiy Gutnikov, vice-president, associate
professor, director of Center of clinical law eduma of Saint-Petersburg Prince
Oldenburg Law Institute.

Expocenter, Auditorium 1.

«Types of legitimate power (authority)» — NadezHKdiégskaya, associate professor, Kirov In-
Service Teacher Training Institute.

Expocenter, Auditorium 2. «Analysis of documentsiwic education» — Sergey Losev, leading
researcher, Samara regional Center for Civic Edugtadirector of information
programs, Civitas Foundation.

Expocenter, Auditorium 3. «Development of commutiaaskills» — Tigran Tovmasyan,
education consultant, IREX Armenia; head, Armeniateas.

Expocenter, Auditorium 4.

«Forming institutes of civil society in the regio(developing civic-mindedness through
activities of NGOs) — Vladimir Denisov, chairpersginKhanty-Mansiysk — Yugra
Public Chamber; chairperson of NGO «Union of Khaitgnsiysk — Yugra

Lawers».
Conference-Hall
13.00 — 13.30. Transfer to «Gostinyi Dvor».
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13.30 - 14.30 Lunch.

Restaurant «Gostinyi Dvors».

14.30 — 15.00. Transfer to Expo-Center.

15.00 — 16.30. Master classes

«Organization of class discussion» — Ludmila Mostg associate professor, Ryazan Education
Development Institute; head, Ryazan Center forcdaducation, Ph.D., Honored
Education worker of RF.

Expocenter, Auditorium 1. «Organization of schaadents’ cognitive refection in Social
Studies» — Yuri Romanov, senior lecturer, Histoaglty Moscow State
Pedagogical University, History and Social Studescher, gymnasiuiie45,

Moscow.

Expocenter, Auditorium 2. «Ugra is my love. Childief Ugra» — Valentina Kuznetsova,

Biology teacher, schode8, Teacher of the Year of Khanty-Mansiysk — 2007.

Expocenter, Auditorium 3. «Evaluation of social pbeena at Social Studies lessons» — Sergey
Lyamin, Ph.D., lecturer, Tambov state universitgiathe name of Derzhavin,
Teacher of the Year 2001 of Tambov region.

Expocenter, Auditorium 4.

16:30 — 17:00. Coffee-break.

16.30 — 18.00. Presentation of textbooks and mamu&ivics and Social Studies
Conference Hall, Expocenter.

Moderator:

Irina Dimova, executive director, Russian Assooiatior Civic Education, frst deputy editor-in-
chief, Uchitelskaya Gazeta, Ph.D.
Participants:

1. Prosveshenie Publishing House.

2. Drofa Publishing House.

3. «Russkoye Slovo» Publishing House.

4, AST-Press Publishing House.

18:00 — 18:30. Transfer to «Na semi kholmah» Hotel
19.00 — 22.00 Dinner.

Restaurant «Palace», «Na semi kholmah» Hotel.

April 30, Wednesday

07.00 — 08.30. Breakfast.
08.30 - 09.00 Transfer to Expo-Center.
09.00 - 10.30. Presentation of the All-Russia exéam a citizen of Russia» with

participation of Khanty-Mansiysk team. Round table
Conference Hall, Expocenter.

Moderators:

Irina Dimova, executive director, Russian Assooiatior Civic Education, frst deputy editor-in-
chief, Uchitelskaya Gazeta, Ph.D.;
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Vladimir Pakhomov, head, Samara regional Cente€feic Education; vice-president, Russian
Association for Civic Education, Ph.D.

10.30 — 11.00. Coffee-break.

11.00 - 12.30. Presentation of civic educationguts

Conference Hall, Expocenter.

Moderator: Participants:

Natalya Voskresenskaya, frst vice-president, Rasagsociation for Civic Education, Ph.D.
Polina Verbitkska, head, Teachers’ Association kifdihe; Tibor Gal, Hungarian Civitas

Association, Hungary; Zafarullah Khan, Center favi€Education, Pakistan;
Valdmaa Sulev, Jaan Tonisson Institute, Estonia.

12:30 — 13:00. Transfer to «Gostinyi Dvor» resasr
13.00 — 14.00. Lunch.
14.00 — 14.30. Transfer to Expo-Center.

«Gostinyi Dvor» restaurant.
14:30 - 16:00.
Work in sections

Section 1. IT technologies

Expocenter, Auditorium 1.

Moderator:

Sergey Losev, leading researcher, Samara regi@raeCfor Civic Education;
director of information programs, Civitas Foundati®h.D. Participants:

Enver Abdulaev, editor-in-chief, «Teaching HistamySchools»;

Yuri Romanov, senior lecturer, History Faculty, Mow State Pedagogical
University, History and Social Studies teacher, ggsiumNe45, Moscow;
Konstantin Ulanov, principal, fnancial-econonilyceum Ne29, Penza,
chairperson, Penza regional branch associatio@ifoc Education.

Section 2. Interactive teaching methods

Expocenter, Auditorium 2.

Moderator:

Andrey loffe, associate professor, Russian Acaddnhy-8ervice Training of
Educators; vice-president, Russian AssociatiorCigic Education , Ph.D. Participants:
Nadezhda Kritskaya, associate professor, Kirovdn##8e Teachers Training
Institute;

Ludmila Mostyaeva, associate professor, Ryazan &oucDevelopment Institute;
head, Ryazan Center for Civic Education, Ph.D.,dfled Education worker of RF;
Valdmaa Sulev, Jaan Tonisson Institute, Estonia.

Secion 3. Project activities
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Expocenter, Auditorium 3.

Moderator:

Zhenya Belyakov, president, Civitas Foundationti€ipants:

Narangerel Rinchin, head, Center for Civic Educgtldlan-Bator, Mongolia;
William Ryan, head, Center for Civic Education, aid&, Indonesia,

Tigran Tovmasyan, head, Armenia Civitas, Yerevameénia.

Section 4. Content of civic education and assessmen

Expocenter, Auditorium 4.

Moderator:

Natalya Voskresenskaya, frst vice-president, Rusagsociation for Civic
Education, Ph.D.

Participants:

Monica Ang, Instructor, University of Asia and tRacifc, Program manager,
Project Citizen, Manila, Philippines;

Arkadiy Gutnikov, vice president, associate profesSaint Petersburg Prince
Oldenburg Law Institute;

Anuradha Sen, Center for education quality, India;

Yakov Sokolov, head, Grazhdanin (Citizen) CentérpP

16:00 — 16:30. Coffee-break.
16:30 — 17:30. Panel discussion
Civic education as a social value
Moderator:

Polina Verbitska, head, Teachers’ Association ofdifie.

Participants:

Sergey Lyamin, lecturer, Tambov state universitgrahe name of Derzhavin,

Teacher of the Year 2001 of Tambov region;

Ludmila Molodtsova, head, Center for Civic Educati&ranoyarsk In-Service

Teacher Training Institute, Ph.D.;

Oana Nestian, Project coordinator, Interculturatitnte of Timisoara.

17.30 — 18.00. Conference closing

Conference Hall, Expocenter.

Moderators:

Petr Polozhevets, editor-in-chief, Uchitelskaya €&azpresident, Russian Association for Civic
Education;

Alexey Mayorov, deputy chairperson, Khanty-Mansigsgkonomous region — Yugra
government.

18.00 — 18.30. Transfer to the hotel.

19.00 - 22.00. Dinner-banquet.

Restaurant «Palace», «Na Semi Kholmah» Hotel.
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May 1, Thursday

06.00 — 06.30. Breakfast.

«Na semi kholmahx» Hotel.

06.30. Departure from the hotel.
07.40. Flight to Moscow.
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We the People

THE CITIZEN AND THE CONSTITUTION

Directed by the Center for Clvic Educurive and funded by the U.S. Dn of Education under the Education for D

FRIDAY, MAY 2
All Day
415 - 445pm.

5:00 - 7:00 p.m.

5:00 - 7:00 pm.
6:00 - 7:00 p.m.
7:00 - 8:00 p.m.

SATURDAY, MAY 3
8:00 am. - 6:00 p.m.

SUNDAY, MAY 4
8:00 a.m. - 6:00 p.m.
7:30 p.m.

730 p.m.
915 p.m.
9:30 p.m.

MONDAY, MAY 5
9:30 am. - 12:30 p.m.
1:30 - 4:30 p.m.

7:00 p.m.

TUESDAY, MAY 6
All Day

Arrivals
Facilitators’ orientation

Scholarship teachers’ and international
educators’ orientation

Judges’ /facilitators’ orientation

Timers'/supervisors’ orientation

Reception for orientation participants

Competition

Competition
We the People Dance
Food, Music, Dancing

Reception honoring teachers
Announcement of top 10 finalists
Meeting of finalist teachers/ coordinators

Competition finals

Awards banquet

Departures

Acr d by the United States C‘angru

EVENT SCHEDULE — NATIONAL FINALS 2008

Crystal Gateway Marriott
1700 Jefferson Davis Hwy.
Arlington, VA 22202

(703) 920-3230

Crystal Gateway Marriott

Crystal Gateway Marriott
Crystal Gateway Marriott
Crystal Gateway Marriott

Crystal Gateway Marriott

Crystal Gateway Marriott
Fashion Centre at Pentagon City
1100 South Hayes St.

Arlington, VA 22202

Ritz Carlton, Diplomat Room
adjacent to Fashion Center

Capitol Hill, Washington, D.C.
Capitol Hill, Washington, D.C.
Omni Shoreham

2500 Calvert St.,, NW
Washington, D.C. 20008

(202) 234-0700

Center for Civic Education # 5145 Douglas Fir Road ® Calabasas, CA 91302-1440
{818) 591-9321 e fax (818) 591-9330 & cce@civited.org ® www.civiced.org

71



Attachment M
Variations in Staff Time Allocations

A review of the following salary distribution chartvill reveal that

During the month of February 2008, 14 staff repbtariations from their normal
percentage of time they were assigned to diffegesmits and reported time assigned to
the CCE unrestricted fund for non—ED-grant-relaetivities (see the third percentage
column on the February chart).

During the month of March 2008, 13 staff reportadations from their normal
percentage of time they were assigned to diffegesmits and reported time assigned to
the CCE unrestricted fund for non—ED-grant-relaetivities (see the third percentage
column on the March chart).

Examples of other variations reported by staffifideed by their initials) throughout the
year, which may be seen by looking at percentagersts in the months identified
below, include the following:

o

CB, whose normal time assignment was 60% to WTP4@86 to INT, changed
his percentage to 20% to the unrestricted fund @y Bihd 5% to the unrestricted
fund in June because he was working on the CCE@mog China that is not
supported by ED funds.

MF, whose normal time assignment was 90% to WTP188d to the California-
funded Project Citizen program (CAPC), changedbisentage to 5% to the
unrestricted fund in February for non—-ED-granttedaactivities, and 30% in
June and 10% in July to the ED-funded Latin Amegcant because he was
asked to fulfill professional development taskfatin America.

NF is assigned to work on WTP, CAPC, and NEH-funpleyrams and varied
her percentages depending on the time spent os fasthe various grants.

GL is normally assigned 100% to INT programs, hwrirty the month of July he
charged 10% of his time to work on non—ED-fundeagpams in China.

BM is normally assigned to work 100% on variouginational programs.
However, in July she charged 30% of her time tautm@stricted fund because
she worked on a special project for South Koreaws not included in the ED
grant.

KP is normally assigned to work 80% on the WTP paogand 20% on the

CAPC program. In February, she charged 5% of he to the unrestricted fund
for activities not related to the ED grants.
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o CQ is normally assigned 60% on the WTP program, 2% &A, 10% on INT,
and 10% on the unrestricted fund. He charged thestnicted fund 20% in
February, 15% in March, and 5% in July for actestnot related to ED grants.

Please see the following monthly salary distributbarts for the audit year for documentation
of such variations as are noted above.
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