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SUBJECT:
Audit Exceptions, Fund Deferrals, and Disallowances


PROCEDURE

Federal Financial Participation (FFP) audit exceptions, fund deferrals and disallowances occur  when the Federal government determines an actual or perceived misuse of Federal funds.  In order to obtain appropriate administrative review of such exceptions, deferrals or disallowances, the Department usually requests reconsideration by the appropriate Federal authority within thirty (30) days of notification of audit exceptions and disallowances and within sixty (60) days of notification of fund deferrals.  Requests for reconsideration are accompanied by a statement of the issues in dispute including an explanation of the Department’s position with respect to each issue.

1. Audit Exceptions and Disallowances

1.1 Upon receipt of notification of an audit exception or disallowance by the Commissioner, copies are immediately forwarded to the appropriate Division or Office Director and the Director of the Office of Audits.  Within fifteen (15) days after receipt of such notification, the responsible Division or Office Director develops a written initial response.

1.2 Between the 15th and 20th day after receipt of notification of an audit exception or disallowance, a review panel composed of the Deputy Commissioner and the Director of the Office of Audits convenes to review the program response with the responsible Division or Office Director or designee.

1.3 Within seven (7) days after this review, the responsible Division or Office finalizes the request and includes the changes recommended by the review panel.  A copy is provided to the Office of Audits for approval prior to signature by the Commissioner.  Once approved and signed by the Commissioner, the response is forwarded to the Federal program administrator.

2. Fund Deferrals
2.1 Upon receipt of notification of a deferral by the Commissioner, copies are immediately forwarded to the appropriate Division or Office Director and the Director of the Office of Audits. Upon receipt of a notification of a fund deferral, the responsible Division or Office prepares all documents and materials necessary to determine the allowability of the claim.

2.2 Between the 30th and 40th day following notification, as scheduled by the Office of Audits, the above referenced review panel (see paragraph 1.2) reviews these materials with appropriate personnel of the responsible Division or Office.

2.3
  Following this review, the responsible Division or Office finalizes the appeal of the deferred claim and within ten (10) days submits it to the Office of Audits for approval.  Once approved by the Office of Audits and signed by the Commissioner, the appeal is forwarded to the Federal program administrator.

All subsequent responses or inquiries from a Federal agency or other parties relative to the matter at issue are forwarded to the Office of Audits and the responsible program person for necessary action within the time frame established in the transmittal.

The Office of Audits notifies the Office of Financial Services of the ultimate disposition of any exception, deferral or disallowance so that appropriate adjustments in Federal Financial Participation may be made in the accounting records and statements of expenditures.

 A.  History

Replaces Part V.A.3. of the Department of Human Resources Administrative Policy and Procedure Manual dated November 1977 entitled, “Audit Exceptions, Fund Deferrals and Disallowances (Federal Financial Participation).”


B.  Proponency

DHR Office of Audits
C.  Attachments

None
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