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DECISION 

By letter dated April 3, 1930, from the negional Administrator, Office of 
HUlaan DevelopiJ.ent Services (OHDS), llegion IX, to the Executive Director 
of the i'leishborhood House Association emA or Grantee), the OnDS Headstart 
Grantee for San Diego, OnDS uplleld a uisa110wance of $39,406, the amount 
of the shortage in Grantee's required non-federal matchinG share. The 
Regional Aduinistrator further inforLleJ :h1Athat an "adjustin::; grant 
aHard reducing the current year's (py IiO") !Je\1 Obligation Aut~lOri ty 
OWA) by the. amount of the disallowance ".;i th a COfJ.:'1enSurate increase 
in the non-Federal share requirenent Hill be initiated." "3y letter dated 
April 30, 1980, the Grantee filed an incomplete application for review 
with this Board. On .~y 20, 1930, the Board's Executive Secret£ry informed 
the Grantee that its application did not couply with noard requirements 
and directed the Grantee to file a CO?y of the :Iotice of Disallowance. 
:'hat docunent ,;vas file;! June 6, 1980. The Agency filed its response 
to the Grantee's Application for Review on July 31, 19BO. The Eoard 
invited the Grantee to reply to the Agency's response. The Grantee did 
not file a response. ;le have deterrilined to proceed to decision based 
on the Grantee's application for revieH anJ the Atency's response to 
that application}). For reasons stated belm.;, ~"e conclude that that 
the disa11m'lance should be upheld. 

11 	(nlen the Board's Invitation to Brief, dated September 25, 1930, 
illicited no response, the designated representative for the 
Grantee was contact~d by telephone in order to determine if a 
reply 'iVDuld be filed. The representative claimed no knm,rleQc,e 
of the Invitation and stated his belief that llis client had settled 
the case with the Agency. The representative then was given several 
opportunities to elicit infornation frora his clier.t, but failed 
to respond to the Eoard by telephone as promised. The representative 
had been notified repeatly that the Board haj no other choice 
but to proceed to decision on the record compiled to that point 
if the Grantee failed to respond. 
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Statement of the Case 

An audit report dated December 15, 1973 covering mIA's grant grant 
year "L" ending February 28, 1978 was prepared by the WlA' s own 
auditing firm and identified certain questioned costs. On June 29, 
1979, the IIEH Audit Agency (HEHAA) transmitted a copy of the audit 
report to NHA's Board of Directors with a cover letter noting the 
report's disallowance recommendations and requesting NIlA to respond 
to the Regional Administrator, OHDS, within 30 days of the IIE\.JAA 
letter concerning these recrn~nendations. 

On August 2, 1979, tnlA requested and received on August 7, 1979 a 
thirty day extension in order to reply to the lIEHAA letter of June 19, 
1979. Inasmuch as no response had been received from rnlA by OlIDS, OllDS 
sent a notice dated January 9, 1930 disallowing the $40,060 of costs 
recol:lG1ended for disallowance in the audit report. The $40,060 included 
the $39,406 shortfall in UHA's required 20 percent non-Federal share 
for grant year "L" and a $654 disallowance for lack of supporting 
documentation on certain payments for supplies. By letter dated 
Janauary 18, 1930, NHA requested reconsideration by the Regional 
Adninistrator of the GilDS disallo\vance determination. In its request 
for reconsideration, NHA stated that documentation for the questioned 
expenditure of $654 had been located and explained that the bulk of 
the shortage of non-federal matching funds totalling $39,406 was due 
to extreme weather conditions. NHA stated that because of weather 
conditions, its North County based delegate agencies were unable to 
comply with repeated requests for reports and documentation prior to 
the closing of the books at the end of grant year "L" on February 28, 
1973. miA, therefore, requested a "waiver" of its non-Federal share 
shortfall because of the unusual circUI:lstances and alternatively, 
suggested that the shortage be charged against non-Federal contributions 
for Year "~1" which exceeded requireraents. Attached to :~IA 's request 
for reconsideration to ORDS were copies of San Diego County Board of 
Supervisor Resolutions and local newspaper clippings indicating that 
the county had suffered severe rainstorm and flood damage during the 
period between January 14, 1973 and the end of February 197U. 

On April 3, 1980, the Regional Administrator, OHDS, denied NHA's request 
for "waiver" and upheld the $39,406 disallowance. The Administrator 
pointed out that although ~mA suggested that the shortage was attributable 
to extreme weather conditions, its appeal did not explain hm.] the extreme 
weather conditions were responsible for the delegate agencies being unable 
to comply with repeated requests for reports and documentation. 
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Lhc P..egional Adninistrator stated, 
(oJnce the extrel'1e w2ather conditions had subsided, the ;Torth County 
based prozraus should have been able to produce the missing 
reports and docu~entation. 

In requesting further reconsideration fro~ this Board and in support 
of its appeal, the Grantee states that the disallowance will serve 
as a hardship and will have a ne.sative i:rrpact on the fanilies served 
by this prograLl. 

Discussion 

~he linits of financial assistance vlhich nay be provided by the 
Federal goverQ~ent to a IIeadstart grantee for the period in question 
are set forth at 42 U.S.C. §2928(b).1/ That section states: 

Financial assistance extended under this part for a Headstart 
;:>rogra.:l shall not exceed SO per centum of the approved costs 
of the assisted program or activities, except that the Secretary 
may approve assistance in excess of such percentaJe if he determines 
in accordance with regulations establishing objective criteria, that 
such action is required in furtherance of the purposes of this 
part •••• The Secretary shall not require non-Federal contributions 
in excess of 20 per centU:-ll of the approved costs of pro;;rarns or 
activities assisted under this part. 

45 C.F.'?,. §1301.2l establishes the objective criteria by ,,,hich the 
Secretary nay waive the the required 20% non-Federal share as contemplated 
by the statute. That section states as follows: 

Criteria for increase in Federal financial assistance. 

The responsible TEF official, on the basis of written application 
and any supporting evidence he or she nay require, will approve 
financial assistance in excess of sa percent if he or she concludes 
that the Head Start agency has uade a reasonable effort to [:leet its 
required non-Federal share but is unable to do so, and the Head Start 
agency is located in a county: (a) that has personal per capital incoue 
of less than $3,000 per year, or (b) that has been involved in a 
major disaster. 

2/ 	On :~ove!llber 2,1978,42 U.S.C. §2928(b) was recodified at 42 U.2.C. 
§2923b(c) by Public Lm1 95-563 and anended to eli:ninate "he" and 
substitute lithe Secretary." 
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In order to neet the criteria, a Headstart agency must first demonstrate 
that it "has made a reasonable effort to meet its required non-Feueral 
share but is unable to do so." It is not sufficient in and of itself 
to allege, with nothing more, as NHA has done, that the Grantee has been 
involved in a major disaster. Even if ?IHA had met the "major disaster" 
test--a questionable proposition itself--its submissions have not provided 
any proof that the Grantee made a reasonable effort to meet its required 
non-Federal share. In fact, the contrary is true. 7he extreme weather 
conditions complaineu of by NRA occurred during the last month and a half 
(January 14, 1978 - February 28, 1978) of the grant year in question 
(Harch 1, 1977 - February 23, 1978) and should not have interfered \vith 
tile Grantee's delegate agencies being able to provide their non-Federal 
share for the other 10 months. Furthermore, NHA has never indicated why, 
as noted by the Regional Administrator, the North County programs should 
not have been able to produce the missing documentation once the extreme 
conditions had subsided. 

The Board agrees with the Agency that fTHA has failed to show that it 
made a reasonable effort to meet its required non-Federal share. 
UHA has not produced any documentation to indicate that the Federal 
share shortage was attributable to the extreme weather conditions. 
The Board finds that the Agency's denial of the Grantee's request for 
waiver was in accordance with provisions of 45 C.F.R. §130L21 and was 
reasonable. The Board has held that it will not substitute its decretion 
for that of the Agency where the Agency's decision is in accordance with 
the rules and the Agency's exercise of its discretion is reasonable. 
(Oregon State-Wide Allocation Plan, DGAB Docket No. 75-7, Decision 
No. 22, June 25, 1976). 

Conclusion 

For the reasons stated above, we uphold the disallowa~ of $39,406 
for grant H-70l5 "L" ending February 28_ 1978. 

/s/ Clarence M. Coster 

/s/ Cecilia S. Ford 

/ s/ Norval D. (John) Set tIe, Panel Chair 


