KDE Internal Controls and Subrecipient Monitoring Plan for CARES Act Funds

Fiscal Internal Controls
The oversight of the Elementary and Secondary School Emergency Relief Fund (ESSER) will align with existing internal controls for federal grants.  Local education agencies (LEA) were required to submit assurances approved by the superintendent and a Spending Plan.  The Spending Plan allowed LEAs to report their intended use of ESSER funds and the equitable services required set-aside.    
The Kentucky Department of Education (KDE) adhered to determining allowable costs for ESSER funds in accordance with the Uniform Guidance 2 CFR 200.403, 2 CFR 200.404  and 2 CFR 200.405 - Factors affecting allowability of costs as expenses must be necessary and reasonable for the performance of the Federal award and be allocable thereto under these principles. An ESSER funding matrix detailing allowable expenditures is available at CARES Act Funding Matrix.  ESSER funds are tracked separately at the state level with its own accounting structure and at the local education agency level with its own project number. LEAs must adhere to their board policy regarding maintaining documentation necessary for fiscal monitoring.   

KDE processes all LEA payments within statewide accounting system eMARS (Management and Reporting System) through the Federal Cash Request Process.  LEAs may request funds either on a reimbursement basis or cash advance.  Requests for cash advance are only to meet the thirty day cash needs per 2 CFR 200.305.
All Kentucky LEAs receiving ESSER funds are required to submit quarterly expenditure reports to ensure funds are spent with the allowable objects.  

LEAs must submit quarterly MUNIS expenditure reports for all federal grant projects to the Kentucky Department of Education (KDE).  The quarterly expenditure reports are reviewed by KDE federal budget staff to verify that the funds were spent on allowable codes as outlined in the funding matrix.  If an unallowable code has been reported, the district finance officer is contacted.  Districts are given an opportunity to correct the code if the expenditure was coded improperly and submit a revised report.  If the expenditure was an ineligible expenditure, then funds must be transferred to another funding source and a revised expenditure report submitted within fourteen (14) days.  LEAs are required to submit expenditure reports until all funds have been expended.    
	Quarterly Expenditure Reporting 

	Reporting Period 
	Due Date

	July 1 – September 30
	October 25

	October 1 – December 31
	January 25

	January 1 – March 31
	April 25

	April 1 – June 30
	July 25


Ninety (90) days prior to the obligation period of September 30, LEAs which have a balance are notified of the grant end date and the final date request reimbursement.  KDE allows districts approximately sixty (60) days to liquidate and drawn-down funds after September 30.  
LEAs are also required to comply with the Uniform Guidance 2 CFR 200.500-200.507 Cost Principles, Audit, and Administrative Requirements for Federal Awards. Annual audit information is available on the KDE website at Financial Audit Information.  
Subrecipient Monitoring Plan
Revised risk assessment
The selection of districts for monitoring will be determined by a risk assessment. KDE currently uses a risk assessment to select districts for consolidated (on-site) monitoring. Data from Title I Parts A and D, Title II A, Title III, Homeless, IDEA, Career and Technical Education, Title IV-A, Title V, State Preschool and a few other programs are entered into a spreadsheet annually for all 172 school districts. A few examples of risk indicators used in the KDE consolidated risk assessment are:

· Size of the award;
· The presence of findings in federal ESEA programs in the single audit;
· Number of years since the last consolidated monitoring visit;

· Performance indicators such as percentage of schools identified as CSI or TSI;

· Years of experience of district staff who administer and oversee the programs;
· Whether private schools are served; and
· Missing deadlines to submit required documents and reports not submitted to KDE. 
Many program-specific risk factors also are included, such as greater than 15% of the student population with IEPs (IDEA), employing Associate or emergency-certified preschool teachers, and having a high rate of teacher turnover (Title II). 
Total points are calculated for all the risk points entered for each district; the higher the sum total, the greater the risk of the district. The consolidated risk assessment results will be used as part of the risk assessment for ESSER funds. The risk assessment for ESSER funds will be based 50% on the consolidated risk assessment point totals and 50% on indicators specific to ESSER funding. 

Risk factors for ESSER funding will include the following indicators specific to the CARES Act funds: 
· Size of the ESSER award;

· Late submission of the CARES Act application to KDE;
· Serving private schools with ESSER funds;

· Budgeting funds across multiple initiatives allowed under several of the 12 areas; and

· Not spending ESSER funds in a timely fashion.
A separate risk assessment spreadsheet will be created for ESSER funds. Risk points will be entered and totaled for each of the categories listed above. The final risk score for each district will be calculated as 50% of the ESSER risk total plus 50% of the district’s consolidated risk score. The districts with the highest total risk scores will be eligible for CARES Act monitoring. 
Revised monitoring protocols
Monitoring will consist of both desk reviews and on-site visits. Districts that score in the top tier of the risk assessment will receive on-site visits, while districts scoring in the second-highest group will receive desk reviews. If any desk reviews uncover serious issues, on-site visits for those districts will be conducted. The monitoring protocol for ESSER funds for desk monitoring will include a self-assessment which districts will complete, and a review of documentation such as financial reports. On-site monitoring will include a district self-assessment, review of documentation, interviews with school administrators, and interviews with district staff who administer and oversee initiatives paid for with ESSER funds. 
KDE will develop desk and on-site monitoring forms and self-assessments specific to ESSER funding. The monitoring forms will include sections for fiscal and programmatic requirements. The fiscal section will include a review of school and district spending to ensure costs are reasonable and allowable under the CARES Act, and that funds were used in accordance with the approved CARES Act application. The programmatic section of the desk review form will not be as detailed as the on-site form but will include the most important elements of the on-site protocol. The on-site monitoring form will require districts to provide narratives and evidence of implementation of activities in the approved application, and collaboration with private school officials if private schools are being served. If equipment was purchased with ESSER funds, monitors will ask for evidence the equipment was purchased, appropriately tagged and inventoried, and is being used as approved in the application. Similar avenues of inquiry will be developed if funds were used to purchase supplies, pay additional staff, and for other uses of funds.
Similar to KDE’s current consolidated monitoring process, districts selected for ESSER monitoring will be asked to upload documentation into a shared online folder before the monitoring visit. Monitors will review districts’ documentation and approved CARES Act applications and will develop follow-up questions. Interviews will be arranged with school principals and with district staff. Monitors will ask the questions on the monitoring tool as well as any follow-up questions. Monitors will request additional documentation as needed. 
KDE will develop report templates for CARES Act desk monitoring and on-site monitoring that align with the respective monitoring forms. Based on the information gathered before, during and after the monitoring, monitors will write an “Actions Needed” report for each district monitored. Reports will be emailed to the districts after the monitoring. Similar to the individual programmatic Actions Needed reports KDE currently provides to districts, CARES Act reports will highlight strengths of the district’s implementation of ESSER-funded initiatives. Recommendations for improvement will also be provided. Any findings of noncompliance and necessary corrective actions will be communicated in the report along with deadlines for the districts to submit evidence the noncompliance has been corrected.  Monitors will work with districts to provide technical assistance as they work to implement corrective actions, and will ensure all findings are satisfied. 

Schedule for subrecipient monitoring

The risk assessment for consolidated monitoring is completed in the fall of each year, with meetings and discussion beginning in late July and the assessment completed in August. Since the CARES Act risk assessment will be based on results of the consolidated risk assessment, it will be completed after the consolidated monitoring risk assessment results are available, and after data needed for the ESSER funds risk factors (e.g., subrecipient ESSER funds balance data) is available. It is anticipated the risk assessment will be completed in January 2021. CARES Act monitoring will occur during spring and fall 2021. A total of 40 districts will be monitored—20 in spring 2021, and 20 in fall 2021. Both desk and on-site monitoring will be conducted during each of the two monitoring periods. 
In 2011, the KDE contracted with the Kentucky State Auditor’s office for monitoring of Kentucky districts’ use and implementation of ARRA (American Recovery & Reinvestment Act) funds. KDE contacted the State Auditor’s office in August 2020 to determine availability and interest in a similar agreement for monitoring of CARES Act funds. If agreement is reached the KDE will perform the initial work to prepare for the monitoring, including conducting the risk assessment, selecting the 40 districts for monitoring, developing the monitoring forms for desk and on-site monitoring, and the corresponding report templates. KDE staff will work with monitors selected by the State Auditor’s office to communicate the requirements of the CARES Act, discuss the monitoring protocols and forms, and to ensure they are prepared to carry out the monitoring processes. KDE also will maintain open lines of communication with monitors during the monitoring period. At the time of submission of this report we have not received confirmation that the State Auditor’s office will conduct the CARES Act monitoring. 
