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MEMORANDUM

TO: 
U.S. Department of Education’s Offices of State and Grantee Relations and Elementary and Secondary Education

FROM: 
Cody Stoeser, Director, Division of Finance and Management, South Dakota Department of Education 

cody.stoeser@state.sd.us, 605.773.3248
CC: 

South Dakota Department of Education: 

Dr. Ben Jones, Ms. Mary Stadick Smith.
DATE: 

July 28, 2020

RE:
South Dakota’s Initial Report for Elementary and Secondary School Emergency Relief (ESSER) Funds

Section A:

See attachment: SDDOE Section A Budget Table

 Section C Budget Narrative:

The South Dakota Department of Education (SDDOE) is reserving .5% of the ESSER funds which is $206,476 for salary and benefits for eleven staff. These funds will be used for staff time for reviewing and approving applications and reimbursements. Also, funds will be used for staff time for monitoring Local Education Agencies (LEAs) according to our subrecipient monitoring plan.

Since there are limited funds, they will not be used in any other budget category.

Internal Control and Subrecipient Monitoring Plan:

Management Structure for Implementing ESSER Fund Grant

The South Dakota Department of Education (SDDOE)/Division of Finance and Management’s Office of Grants Management will implement the ESSER Fund grant.

Key staff: 

Finance and Management Division Director – Cody Stoeser

Grants Management Office Administrator – Rob Huffman

The Office of Grants Management will oversee the application process, payment process, and subrecipient monitoring.  

ESSER Grant Process 

The South Dakota Department of Education uses an electronic Grants Management System (GMS) that includes a grant application and a payment process based on approved program budgets. The department uses a risk analysis to evaluate local education agencies (LEAs) and to conduct risk-based monitoring of the LEAs. These processes are used to monitor and verify that LEAs receiving federal education program funds are spending their grant awards in compliance with the rules and regulations governing the programs. The department has provided LEAs with training and technical assistance on program startup and will continue to provide training on program- and fiscal-related matters.

Application Review and Internal Control Process

The GMS grant applications have been designed with business rules that ensure many basic program and fiscal requirements are met and followed prior to allowing the submission of the application by the subrecipients. LEA subrecipients must provide program information and program budgets in their ESSER applications to the South Dakota Department of Education.

The applications are reviewed by both program and fiscal staff to ensure the program and fiscal requirements will be met. The proposed activities and budgets are reviewed to ensure compliance with applicable statutes and regulations; and to ensure the costs are reasonable, necessary, allocable, and allowable under the program. 

Program applications are reviewed in the following order:

1. Program Specialist

2. Fiscal Program Specialist

3. Grants Management Administrator

At each level, if it is determined that the applicant meets the program and fiscal requirements, the application will be forwarded to the next level with a recommendation for approval. The Grants Management Office Administrator will provide final approval of the applications.

If at any level during the review process it is determined that the application does not meet the program or fiscal requirements:

· Additional information may be requested from the LEA or prior department reviewer levels; or

· The application will be returned to the LEA with written notification of the specific parts of the application that fail to meet the federal requirements. Technical assistance will be provided to the LEA as necessary. The LEA must address the specific issues and resubmit the application. 

Once it is determined the application meets the program and fiscal requirements, it is forwarded on to the next level of the approval process.

The department will approve the LEA’s ESSER application once the department determines that the applicant meets the requirements of the federal statutes and regulations that apply to the ESSER program. (EDGAR §76.400)

An LEA may submit budget amendment requests to the department as needed, to change budget line items and activities, or to budget additional available program funds. The department will review and process budget amendment requests using the original application process to ensure they are appropriate and within program requirements before approving the amendment on the GMS.

Risk Analysis

The South Dakota Department of Education will evaluate each subrecipient’s risk of noncompliance with federal statutes, regulations, and the terms and conditions of the subaward as described in 2 CFR 200.331(b), and may in appropriate circumstances apply specific conditions under 2 CFR 3474.10. 

The risk assessment process permits the department to differentiate oversight based on local needs. This has the potential to reduce burden for both the department and LEAs, and ensures LEAs get the specific supports they need to run effective and compliant programs.

The department considers the following risk assessment criteria when evaluating an LEA’s risk of noncompliance:

· The size of the grant awards

· Outcome of initial or prior reimbursement request analysis

· Recent (last 2 years) turnover of key administrative staff (superintendents and business managers)

· Prior experience with the same or similar awards

· Noncompliance identified in audit or prior monitoring findings

· Subject to the equitable private school services requirements

Other factors that may be considered in the risk process at the discretion of the Program Specialists and Office Administrator:

· High average federal funding amount per student 

· Turnover of key federal program director or staff

· Single audit eligibility status

· Failure to submit timely reimbursement requests

· Lack of alignment between actual expenditures and approved budgets

· Failure to adhere to the terms and conditions of the awards

· Other risk factors that may become apparent

Federal Education Grant Payments for Program on the GMS

Approved LEAs can submit requests for reimbursement of incurred expenses based on the approved program budgets through the GMS. An authorized fiscal representative of the LEA must log in to the GMS using their own unique username and password. Once in the GMS, the user goes to the appropriate application and program section and creates a reimbursement request in the GMS. The reimbursement requests pull in the approved program budget line items by activity code and sub object. The LEA’s fiscal representative must enter the requested amounts by line item. The GMS limits reimbursement requests to no more than 10 percent above the approved budget line item amounts while staying within the total approved budget amount. An account inquiry from the LEA’s accounting software that matches the total amount requested must be uploaded in the GMS with each reimbursement request.

The LEA is also required to submit a closeout report on the GMS at the end of the grant period or sooner if all funds are exhausted.

The authorized user must electronically sign the following required certification statement in 2 CFR 200.415(a) when submitting the reimbursement requests or closeout reports: 

“By signing this report, I certify to the best of my knowledge and belief that the report is true, complete, and accurate, and the expenditures, disbursements and cash receipts are for the purposes and objectives set forth in the terms and conditions of the Federal award. I am aware that any false, fictitious, or fraudulent information, or the omission of any material fact, may subject me to criminal, civil or administrative penalties for fraud, false statements, false claims or otherwise.” 

The reimbursement requests will be reviewed by Division of Finance and Management staff to ensure they are supported by an appropriate account inquiry report that indicates costs consistent with the activities listed in the approved budget. Once the reimbursement request is accepted, it goes into a batch payment file that the South Dakota Department of Education’s Accounting Office will process after the 10th of each month. The batch payment file is approved by the Grants Management Office Administrator and the Director of Finance and Management, or if unavailable, their designees.

CARES ESSER Fund Fiscal Monitoring Reviews

The South Dakota Department of Education will conduct fiscal reviews of a selected portion of LEAs based on the ongoing risk analysis. The fiscal reviews will primarily be conducted as desk reviews; however, the department may decide to do on-site review depending on the complexity and risk involved. 

The number of LEAs chosen will be based on the resources (staff time) available, and the size, complexity, or high-risk nature of the LEAs identified for review. The LEAs will be selected based on a risk assessment and at the discretion of the department. The department will select districts for review periodically throughout the year based on the resources available to initiate and conduct timely monitoring reports.  

The department will use a program-specific monitoring protocol as part of the review process to verify that the selected LEA meets the fiscal requirements of the ESSER grant program. The selected LEAs will be asked to submit ledger accounting reports to the department to verify the expenditures reflected on the reimbursement requests or project end close out report. The accounting reports and expenditures will be reviewed to determine if they are consistent with the approved program budget. The department will select and request a sampling of support documentation for entries in these accounting reports. Requested documentation may include items such as employee time distribution records, employment contracts, copies of vouchers with invoices attached, property records, etc. The department will check this documentation to verify that the expenditures are an appropriate and allowable charge to the program. If irregularities are discovered on the sample audited, the department may request additional information or conduct an on-site audit.

The department’s goal is to conduct timely reviews to allow LEAs the opportunity to make correction of identified areas of possible noncompliance. The review period may be affected by unforeseen or uncontrollable issues, department staff turnover, unexpectedly complicated reviews, or subrecipient staff turnover. 

As part of its review process the department may choose to send preliminary findings to the LEA giving them 30 days to provide additional supporting documentation to address areas of concern.   

The department will review any additional data submitted in response to the preliminary findings to determine whether the data submitted demonstrates compliance before proceeding with the final letter. The department may consider other documentation to support LEA compliance; for example, if an employee paid with federal funds did not keep required “time and effort” reports, consider whether there are other ways LEAs can verify the employee worked on a federal program. The department may choose to use the cooperative audit resolution procedures to minimize fund repayments. If no response is received to the preliminary findings, the department will proceed with a finalized letter that may include enforcement actions, as necessary. 

The department will provide a written response to the LEA concerning the results of the monitoring review. Any findings of noncompliance will be included on the written response to the LEA. The LEA will have 30 days after receiving the department’s response to either:  

· Submit to the department their plan to correct the areas of noncompliance; or
· Challenge the department’s findings by submitting material that demonstrates the inaccuracy of the finding
Remedies for noncompliance

The South Dakota Department of Education is responsible for taking enforcement action against LEAs that do not comply with federal requirements. The department may attempt to resolve noncompliance by designating the subrecipient as a “high-risk grantee” and impose the specific conditions established under 2 CFR 200.207(b) and (c) as “high-risk conditions.”

If noncompliance cannot be remedied by imposing additional “high-risk conditions,” the department may take one or more of the following actions under 2 CFR 200.338 as appropriate in the circumstances:

· Temporarily withhold grant payments pending correction of the deficiency

· Disallow all or part of the cost of the activity not in compliance

· Wholly or partly suspend or terminate the grant award

· Initiate suspension or debarment proceedings

· Withhold further federal awards for the project or program; or

· Take other remedies that are legally available

Depending on the enforcement action taken, an LEA may be entitled to a hearing if requested under EDGAR § 76.783.
