Guidelines for Your Year 2 Budget and Carryover Funds

On or about October 1, 2006 your Year 2 Grant Award Notification (GAN) for the FY 2005 cohort of SS/HS grantees will be mailed.  When you receive the GAN, Box 7 will show the amount of Year 2 funding awarded to your school district for the next year of your project. You will also receive an Excel spreadsheet that shows the breakdown by Element Group and line expense item of your Year 2 award.  This spreadsheet was developed from the Year 2 request that was submitted with your original grant application.  The total on the spreadsheet should match the total on the GAN.

Section 74.25(e)(3) of the Education Department General Administrative Regulations (EDGAR) allows for the carryover of unobligated balances into subsequent funding periods – however, a spending plan must be submitted and approved before carryover funds can be used.  As you prepare your Year 2 budget you will need to include any unspent, carryover funds from the previous year into the proposed Year 2 budget.  You should be tracking your carryover funds by Element Group and line item (personnel, fringe, travel, etc.).  Lastly, as has been previously communicated to you, the restriction on transferring money between Elements without prior approval of the Federal Project Officer remains in place.    

Many of you will be carrying over into Year 2 a significant amount of funds due to start up challenges (e.g., delays in contracts and hirings, etc.).  Given the magnitude of these SS/HS projects, this is understandable.  However, during Year 2 implementation of programs and activities should correspond with a substantial increase in spending.  If you have a large amount of carryover funding, there are three issues that should be considered.
First, when looking at the overall scope of your project, you may want to begin to consider up to a 12-month no-cost extension period at the end of Year 3.  A no cost extension can be used to complete approved grant activities in order to meet grant goals and objectives.  Accordingly, and as an example, if your original application goal of improving mental health services is based upon housing mental health therapists in schools for three years but they were not in the schools until January 2006, you might consider using a no-cost extension period to keep the mental health therapists in the schools for additional months to meet the original scope of work.
Second, you may instead decide to consider increasing the "dosage" of services, i.e., expanding your services in Year 2 or 3 with the intent of carrying little to no money into a no-cost extension period.  In this scenario, as an example, you might decide to hire two additional therapists in Year 2 or 3 to further expand services delivered under the SS./HS grant.

Third, you should consider how your grant partners are approaching issues of sustaining the partnership, progress and activities of the grant beyond federal funding.  Preliminary evaluation data may also impact how you consider using carryover funds.  Whatever you do, it is critical that you tie your approach back to the original application, its scope of work, goals and objectives.

Once you have decided how to proceed you must translate this plan into a budget.  The Year 2 budget should be developed by adding the Year 1 funds for each Element Group to the carryover funds remaining for that Element Group.  The resulting amount will represent the total available funds (Year 2 award amounts + carryover).  The proposed Year 2 budget must be divided into the Element Groups (Elements 1, 2, 5, & 6 as one group and Elements 3 & 4 as a second group) and provide a detailed accounting of how funds will be spent during Year 2.  
You will be asked to submit a single budget that shows how all funds (Year 2 award + unexpended carryover) will be spent during the time period of October 1, 2006 to September 30, 2007 and, if considering a no cost extension from September 30, 2008 forward.  The budget must show by each of the Element Groups and expense line a detailed accounting of how any funds will be spent.  If there are funds that you do not anticipate spending by September 30, 2008 (the end of Year 3), they should be accounted for by each Element Group and line item (personnel, fringe, travel, etc.) along with a brief explanation.  For example, if you project that $20,000 will not be spent under Element 3 & 4  “Contracts”, your justification for this carryover into a no cost extension might be "Due to a delay in Year 1 contract negotiations with the XYZ service provider, $20,000 will be carried into a no-cost extension period to complete the approved scope of grant activities and enable the successful completion of grant goals and objectives."  In this way you are accounting for and providing a spending plan for all carryover funds.  Both Element Group totals should equal the sum of the Year 2 continuation award + any carryover funds not expended prior to September 30, 2006.

The budget work for these grants is very complicated, so please do not hesitate to contact your Federal Project Officer with any questions. When the time comes to submit your Year 2 budget he or she will also be happy to take a look at a draft budget and provide feedback if it would be helpful.

