Bureau of Indian Education
May 7-11, 2012
Scope of Review:  A team from the U.S. Department of Education’s (ED) Student Achievement and School Accountability Programs (SASA) office monitored the U.S. Department of Interior’s Bureau of Indian Education (BIE) the week of May 7-11, 2012.  This was a review of the BIE’s administration of the fiduciary requirements under Title I, Part A as authorized by the Elementary and Secondary Education Act of 1965 (ESEA), as amended.  Also reviewed was Title VII, Subtitle B of the McKinney-Vento Homeless Assistance Act (also known as the McKinney-Vento Homeless Education Assistance Improvements Act of 2001).
In its review of the Education for Homeless Children and Youth program (Title VII, Subtitle B, of the McKinney-Vento Homeless Assistance Act), the ED team examined the State’s procedures and guidance for the identification, enrollment and retention of homeless students; technical assistance provided to LEAs with and without subgrants; the State’s McKinney-Vento application, and LEA applications for subgrants and local evaluations for projects in Cheyenne Eagle Butte School (CEBS) and Crow Creek Tribal Schools (CCTS) in South Dakota.  The ED team also interviewed the McKinney-Vento State coordinator to confirm information obtained at the local site and to review administration of the program.
Previous Audit Findings:  None 
Previous Monitoring Findings:  The U.S. Department of Education (ED) last reviewed Title I programs in the Bureau of Indian Education (BIE) in three phases during the fall of 2007.  A team visited the Pine Ridge Education Line Office (ELO) in South Dakota in October, a second team visited Hopi Education Line Office (ELO), Arizona in November 2007, and a third team the Southern Pueblo ELO, New Mexico in December 2007, as well as to the BIE central administrative offices.   The following were findings in the previous monitoring review of      Title I, Parts A and the Title VII, Subtitle B of the McKinney-Vento Homeless Assistance Act (Education for Homeless Children and Youth:

· The BIE's procedures for monitoring its ELOs and schools for compliance with Title I of the ESEA were insufficient to ensure that all areas of noncompliance were identified and corrected in a timely manner. 

· The procedures used by the BIE to calculate adequate yearly progress (AYP) do not ensure valid and reliable accountability determinations within States or for BIE results across States.

· The BIE did not ensure that school improvement plans developed by schools in improvement contained all of the required elements.

· The BIE did not ensure that that the required annual review of schoolwide plans was conducted as required and that plans were revised as needed based on the review.

· Schools were unable to provide any information regarding their current allocation, required reservations, expenditures or budgets.

· The BIE did not ensure that its schools identified for improvement reserved the required ten percent of the Title I allocation for professional development designed to address the reasons why the school is in improvement. 

· Schools reviewed could not provide copies of the most recent A-133 single audit reports.
· The BIE did not ensure that ELOs and schools have in place complaint procedures that meet NCLB requirements. 
· The BIE did not have a system for collection of data regarding the educational needs of homeless students except through the reporting required for sub-grant awards.  

· The BIE did not have a comprehensive process to identify and enroll homeless students.

· The BIE did not ensure that all of its subgrantees are monitored sufficiently for compliance with McKinney-Vento requirements.
Overarching Requirement – SEA Monitoring

A State’s ability to fully and effectively implement the requirements of Title I of the ESEA is directly related to the extent to which it is able to regularly monitor its LEAs and provide quality technical assistance based on identified needs.  This principle applies across all Federal programs under the ESEA.  

Federal law does not specify the particular method or frequency with which States must monitor their grantees, and States have a great deal of flexibility in designing their monitoring systems.  Whatever process is used, it is expected that States have mechanisms in place sufficient to ensure that they are able to collect and review critical implementation data with the frequency and intensity required to ensure effective (and fully compliant) programs under the ESEA.  Such a process should promote quality instruction and lead to achievement of the proficient or advanced level on state standards by all students.

Met Requirements

Title I, Part A Monitoring Area: Fiduciary Responsibilities

	Indicator Number
	Description
	Status
	Page

	3.1
	· Within State Allocations, Reallocations, and Carryover.  The SEA complies with—

· The procedures for adjusting ED-determined allocations from funds outlined in §§200.70-200.75 of the regulations.

· The procedures for reserving funds for school improvement, state administration, and (where applicable) the State Academic Achievement Awards program.

· The reallocation and carryover provisions in §§1126(c) and 1127 of the ESEA.
	Met Requirements
	N/A

	3.2
	LEA Plan.  The SEA ensures that its LEAs comply with the provision for submitting an annual application to the SEA and revising LEA plans as necessary to reflect substantial changes in the direction of the program[§1112].
	Finding
	4-5

	3.3
	Within District Allocation Procedures.  The LEA complies with the requirements with regard to: (1) Reserving funds for the various set-asides either required or allowed under the statute, and (2) Allocating funds to eligible school attendance areas or schools in rank order of poverty based on the number of children from low-income families who reside in an eligible attendance area.[ §§1113, 1116, 1118,of the ESEA and §200.77 and §200.78 of the Title I regulations].
	Met Requirements
	N/A

	3.4
	Fiscal Requirements:  Maintenance of Effort, Comparability, Supplement, not Supplant, Internal controls, and Reporting  --  The SEA ensures that the LEA complies with ---

· The procedures for ensuring maintenance of effort (MOE).  

· The procedures for meeting the comparability requirement.  

· The procedures for ensuring that Federal funds are supplementing, not supplanting non-Federal sources. 
	Findings
	5-6


Indicator 3.2:  LEA Plan
Finding:  According the Memorandum of Understanding (MOU) between ED and the U.S. Department of Interior – Bureau of Indian Education, bureau-funded schools are considered to be local educational agencies (LEAs).  Additionally, the MOU gives the BIE the authority of a State educational agency (SEA).  However, the BIE does not receive annual Title I or consolidated applications from all of their LEAs.  
The BIE disburses Title I funds to their LEAs without receiving or approving Title I or consolidated applications.  
Additionally, LEAs do not submit budgets to the BIE or provide any information on how Title I funds are planned to be used. 

Citation:  Section 1112(a) of the Elementary and Secondary Education Act of 1965 (ESEA), as amended, requires that an LEA may receive a Title I, Part A subgrant only if the LEA has a plan approved by the SEA on file.  Additionally, section 9305 (d) states that an SEA shall require only descriptions, information, assurances, and other material that are absolutely necessary for the consideration of the LEA plan or application.  Also, C.F.R. §76.770 states that each SEA shall have procedures for reviewing and approving applications for subgrants and amendments to those applications, for providing technical assistance, for evaluating projects, and for performing other administrative responsibilities the State has determined are necessary to ensure compliance with applicable statutes and regulations.   
 Further action required:  The BIE must establish procedures and timelines for its LEAs (schools) to submit applications with pertinent information to show how Title I, Part A funds will be used to raise academic achievement for all students.  The BIE must submit a copy to ED of the application it will require that all schools submit in order to receive Title I, Part A funds.  The BIE must also include deadlines for application submission, and describe how it plans to approve the applications.  
Indicator 3.4:  Fiscal Requirements: Maintenance of Effort, Comparability, Supplement not Supplant, Internal Controls and Reporting
Finding (1):  The BIE lacks internal controls to ensure that Title I funds are allowable, necessary and allocable prior to, and after, the funds have been expended by the LEAs.  The BIE relies on A-133 audits to determine if any Title I funds have been used improperly.  The BIE does not require all LEAs to submit Title I, Part A budgets or plans/applications showing how the LEAs intend to spend their Title I, Part A funds; consequently there is no internal control to verify that funds were spent according to the LEAs Title I application/plan. Additionally, staff that process claims submitted by the LEAs do not verify that expended funds were allowable, necessary and allocable to the Tile I, Part A program.  
Citation:  The Office of Management and Budget (OMB) Circular A-87 requires that costs for Federal awards must be allowable, necessary and allocable.  34 C.F.R. §76.700 also requires that States and subgrantees comply with the State plan and applicable statutes,  regulations, and approved applications, and shall use Federal funds in accordance with those statutes, regulations, plan and applications.  
Further action required:  The BIE must establish an application process for its LEAs to use in applying for Title I, Part A funds prior to the LEAs receiving Title I, Part A funds.  The application must include information as to how each LEA plans to spend its Title I, Part A allocation.  The BIE must establish internal controls to ensure that costs attributed to the Title I program are allowable, necessary and allocable.    The BIE must train its staff that processes LEA claims in OMB A-87 cost principles, the Education Department’s General Administrative Regulations and Title I, Part A of the ESEA, as amended.  In addition, the BIE must implement internal controls to ensure that Title I funds are expended according to the LEA’s application.  The BIE must provide ED with the policies and procedures that will be, or have been, implemented to establishing internal controls that ensures that Title I funds are spent according to programmatic and fiscal requirements.  
Finding (2):  During interviews with the BIE staff, the ED team learned Title I-paid staff at the LEA-level that are split-funded and staff that are paid fully from Title I, Part A funds do not document charges for their salaries with personnel activity reports or semi-annual certifications. 
Citation:  OMB Circular A-87, Attachment B (8)(h) requires employees working on a single Federal program to support their salaries through semi-annual certifications.  Employees that work on multiple programs must support their salaries with personnel activity reports.  

Further action required:  The BIE must provide the ED with copies of the forms and the procedures that will be used to document the salaries of employees that work solely on the Title I program and those that work on more than one program of which one is the Title I, Part A program.  The BIE must also provide details of how they will ensure that time and effort records are maintained at the LEA-level.  
Finding (3):  During interviews with the BIE staff, the ED team learned that the BIE does not ensure that LEA purchased equipment with a useful life of more than a year and a per-unit market value of $5,000 or less, is tracked through an inventory system.  

Citation:  34 C.F.R. §80.20 (b)(3) Internal Control states that effective control and accountability must be maintained for all grant and subgrant cash, real and personal property, and other assets.  Grantees and subgrantees must adequately safeguard all such property and must assure that it is used solely for authorized purposes. 
Further action required:  In order to maintain effective control over Title I assets, the BIE must maintain an inventory system for equipment that has a useful life of more than a year and a current per unit market value of $5,000 or less (i.e. printers, laptops, and desktop computers).  The inventory system could be part of the BIE’s current asset management system or a new system could be maintained that tracks Title I purchased equipment.  Title I purchased equipment with a useful life of more than a year and a current per-unit market value of $5,000 or less must be maintained for Title I equipment at each school and for the BIE central office.  The BIE must provide ED with the policies and procedures that establish internal controls over these Title I assets.  
McKinney-Vento Homeless Education Program

Summary of Monitoring Indicators

	Indicator Number
	Description
	Status
	Page

	Indicator 1.1
	The SEA conducts monitoring and evaluation of LEAs with and without subgrants, sufficient to ensure compliance with McKinney-Vento program requirements.  
	Finding

	7

	Indicator 2.1
	The SEA implements procedures to address the identification, enrollment and retention of homeless students through coordinating and collaborating with other program offices and State agencies.
	Recommendation

	8

	Indicator 2.2
	The SEA provides, or provides for, technical assistance to LEAs to ensure appropriate implementation of the statute.
	Met Requirements


	N/A

	Indicator 3.1
	The SEA ensures that local educational agency (LEA) subgrant plans for services to eligible homeless students meet all requirements.  
	Finding
	8-9

	Indicator 3.2
	The SEA complies with the statutory and other regulatory requirements governing the reservation of funds for State-level coordination activities.
	Finding

	9

	Indicator 3.3
	The SEA has a system for ensuring the prompt resolution of disputes. 
	Met Requirements


	N/A


Monitoring Area: McKinney-Vento Homeless Education Program

Indicator 1.1:
 The SEA conducts monitoring and evaluation of LEAs with and without subgrants, sufficient to ensure compliance with McKinney-Vento program requirements. 

Finding: The BIE has not ensured that LEAs with and without subgrants are adequately monitored for compliance with the McKinney-Vento statute.  The ED team observed that no subgrantees in Fiscal Year (FY) 2011 received an on-site monitoring visit, nor was there a schedule for monitoring subgrantees. There were two monitoring reports for FY 2010 submitted to resolve a similar finding from the 2008 review.  The BIE indicated that all McKinney-Vento American Recovery and Reinvestment Act (ARRA) subgrantees received a fiscal desk review in the summer 2011, which included current Education for Homeless Children and Youth (EHCY) subgrantees, however no review documents were available to review.  Furthermore, while there is a protocol for monitoring non-subgrantee schools for McKinney-Vento requirements, there were no schedules, reports nor procedure on follow-up corrective actions for any schools. 

Citation:  Section 722(g)(2)(A) of the McKinney-Vento Homeless Assistance Act (Education for Homeless Children and Youths) requires  the SEA to conduct monitoring of LEAs with and without subgrants to ensure compliance with McKinney-Vento program requirements.  

Section 80.40 of the EDGAR further requires that the State, as the grantee, is responsible for monitoring grant and subgrant-supported activities to assure compliance with applicable Federal requirements. 

Further action required:  The BIE must provide a written plan to ED that describes how it will implement a monitoring process that includes a comprehensive protocol and corrective action procedures to ensure that LEAs with and without subgrants comply with McKinney-Vento requirements.  The BIE must also provide to ED a copy of post-monitoring reports that include corrective actions, as appropriate, for at least two LEAs with subgrants and one LEA without a subgrant for 2012-2013 within 30 days following the monitoring review. 

Indicator 2.1:  The SEA implements procedures to address the identification, enrollment and retention of homeless students through coordinating and collaborating with other program offices and State agencies.

Recommendation:  ED recommends that the BIE provide additional technical assistance to all school homeless education liaisons and Title I coordinators about the determination and use of the Title I, Part A reservation for comparable services for homeless students. During the school interviews, neither liaison knew the reservation (set-aside) amount for FY 2011 nor had such funds been expended.  The homeless liaison’s data on homeless students’ needs should be part of the planning, monitoring and evaluation of the use of the Title I, Part A reservation amount.
Indicator 3.1:   The SEA ensures that Local Education Agency (LEA) subgrant plans for services to eligible homeless students meet all requirements.  

Finding:  Both subgrantee schools interviewed and all other subgrantees received their FY 2011 grant funds from BIE in April 2012, which is more than 9 months into the grant year.  Therefore, homeless education projects could not be implemented until grant awards were made, creating a significant gap in services for FY 2011 during the regular academic year.
Citation:  Section 723 of the Education for Homeless Children and Youths Act states that the SEA shall, in accordance with the requirements of this subtitle, make competitive subgrants to LEAs that submit applications under subsection (b). 

EDGAR Part 76, Subpart 3 enumerates the SEA’s general administrative responsibilities for subgrants as well as its fiscal control and fund accounting procedures.  

Section 76.702 of EDGAR states that an SEA and a subgrantee shall use fiscal control and fund accounting procedures that ensure proper disbursement of and accounting for Federal funds.

Further action required:  The SEA must report to ED on the system that is in place so that sufficient McKinney-Vento subgrant funds are made available immediately after the grant applications are approved and throughout the grant project term.  ED understands that the BIE is planning to move to a 3-year subgrant competition process starting in FY 2012. The BIE must submit documents related to the new competition and FY 2012 grant award notifications and timeline for funding the subgrants.

Indicator 3.2:  The SEA complies with the statutory and other regulatory requirements governing the reservation of funds for State-level coordination activities.

Finding:  During the SEA interview and in arranging the site visit, ED observed that the State Coordinator, who is reportedly funded at 100% for time and effort from the McKinney-Vento Education for Homeless Children and Youth grant, had significant other administrative duties within the BIE assisting the Chief of Staff.  At the time of the SEA interview, the BIE could not produce documentation of the use of all of the reservation for State-level coordination activities, the sources of the State Coordinator’s salary, nor a job description of the State Coordinator’s duties. 

Citation:  Attachment C (3) of the Office of Management and Budget (OMB) Circular A-87, which contains government-wide cost principles that apply to State, Local, and Indian Tribal Governments, requires that a cost be allocable to a particular cost objective if the goods or services involved are chargeable or assignable to such cost objective in accordance with relative benefits received. 

Section 722 (f) of Title VII, Subtitle B of the McKinney-Vento Homeless Assistance Act outlines the functions of the Office of Coordinator at the SEA for the Education for Homeless Children and Youth program.

Further action required:  The BIE must submit to ED a time and effort report that explains what percentage of the State Coordinator’s duties were allocable to the McKinney-Vento grant and what percentage of the salary was paid for by the grant.  If any duties are determined not to be allocable to the grant for FY 2011, that percentage of the salary must be returned to the grant budget as carryover for FY 2012.  Furthermore, the SEA must conduct an audit of the functions required of the Office of Coordinator of Education for Homeless Children and Youth programs to determine if additional staff is needed for FY 2012 to, for example, conduct monitoring and evaluation of all subgrantees, as well as monitoring of all of all BIE schools for McKinney-Vento requirements.
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