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October 26, 2020 
 
 
Richard K. Delmar 
Deputy Inspector General 
Office of Inspector General 
Department of the Treasury 
Washington, DC 20220 
VIA EMAIL 
 
 RE: State of Iowa’s Use of Coronavirus Relief Fund Payment for Workday 
 
Dear Mr. Delmar: 
 
I write in response to your correspondence of October 16, 2020, informing the State of Iowa of 
your office’s determination that payments under the State’s contract with Workday, Inc. are not 
allowable expenditures under the CARES Act.  
 
The State of Iowa respectfully requests reconsideration of this determination because the State’s 
expenditures related to Workday between March 1 and December 30, 2020, satisfy the requirements 
of the CARES Act. These expenditures are a significant portion of the $21 million that the State has 
allocated from its Coronavirus Relief Fund payment for costs associated with implementing 
improved budgeting and human resources systems.1 And indeed the State was fortunate enough to 
have entered into a multi-year contingent contract with Workday prior to the beginning of the 
current public health emergency that we are now using to implement these necessary improvements 
as a part of our emergency response. But the timing of this contract does not change the fact the 
expenditures incurred under it between March 1, 2020, and December 30, 2020, were not accounted 
for in the most recently approved budget and are necessary due to the current public health 
emergency. They are thus allowable expenditures under the CARES Act. 
 

 
1 In addition to the payments under the State’s contract with Workday, Inc, referenced in your letter, the 
Office of the Chief Information Officer is also using a portion of the allocation for payments to Computer 
Aid, Inc. for contract staff to assist in the implementation of the Workday system and to Precision Task 
Group for data conversion services necessary for the implementation. 
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Background 
 

The State, through the Office of the Chief Information Office (“OCIO”), is engaged in a multi-year 
project to replace its legacy mainframe human resources and financial accounting systems. The State 
contracted with Workday in October 2019 to provide this technological upgrade as a cloud-based, 
mobile-enabled, subscription as a service system. This encompasses three key components: (1) the 
Human Capital Management system; (2) the Financial system; and (3) Adaptive, a budgeting and 
analysis system. The State intends for Adaptive to be live for use by the end of October 2020. 
Human Capital Management system would be live by July 2020. And finally, the Financial system 
would go live in June 2022. 
 
In March 2020 and the following months of this unprecedented public health emergency, the need 
for these upgrades, particularly the Human Capital Management system and Adaptive became even 
more acute. For example, as much of state government began operating remotely from residences or 
our State’s emergency operations center, the inability to access mainframe systems from any internet 
connection became problematic. The cumbersome processes to reprogram the 1950s-era COBOL-
based human resources system to accommodate changing leave types other processes arising from 
the emergency inhibited an agile response. And the ever-changing fiscal and operational situation 
demonstrated the need for a better system of planning, modeling, budgeting, and forecasting tool 
for our state agencies and statewide leadership. 
 
The Governor thus concluded that it was necessary to continue to move forward with this project as 
part of the State’s response to this public health emergency. And accordingly, she allocated $21 
million from the State’s Coronavirus Relief Fund payment to be used for expenditures from March 
1, 2020, to December 30, 2020, to ensure that Adaptive and the Human Capital Management system 
were available to assist with our response. The total expected cost of this project over five years is 
approximately $57 million.2 
 

Expenditures were not accounted for in the most recently approved budget 
 

As the State initially answered in its correspondence of August 26, 2020, none of these expenditures 
were accounted for in the budget for the State of Iowa or the OCIO most recently approved as of 
March 27, 2020. The most recent guidance from your Department explains that this requirement of 
the CARES Act is satisfied “if either (a) the cost cannot lawfully be funded using a line item, allotment, 
or allocation within that budget or (b) the cost is a substantially different use from any expected use 
of funds in such a line item, allotment, or allocation.”3 
 
A technology project, such as Workday, would ordinarily be funded from an appropriation from the 
Technology Reinvestment Fund established in section 8.57C of the Iowa Code. And in fact, the 
Governor included a request for $20.9 million from the fund for this project in her proposed budget 

 
2 The $20,105,015 figure referenced in your letter is only the five-year subscription cost under the 
Master Subscription Agreement. It does not include other costs under the Workday contract or the 
costs for contract staff and data conversion. 
3 Coronavirus Relief Fund Guidance for State, Territorial, Local, and Tribal Governments (Updated 
Sept. 2, 2020), at 2, available at https://home.treasury.gov/system/files/136/Coronavirus-Relief-
Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf. 

https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf
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for Fiscal Year 2021 that she submitted prior to this public health emergency.4 But ultimately no such 
appropriation was included in final budget enacted into law by the Legislature and the Governor on 
June 30, 2020.5 And no line item for this project had been included in the Fiscal Year 2020 budget.6 
 
Your office appears to conclude the opposite—that the “upgrade was already planned and budgeted 
for prior to the CARES Act”—because the contract was signed on October 30, 2019, for a five-year 
term. The State concedes that the upgrade was “planned” and contracted for before March 27, 2020. 
But planning and contracting does not equate with being “accounted for in the budget most recently 
approved as of March 27, 2020.”  These expenditures were not.  
 
Recognizing that expenditures under the contract were not yet accounted for in an approved budget, 
the contract with Workday includes an explicit contingency permitting termination of the contract 
“[i]f adequate funds are not appropriated or granted” for the project.7 Thus the fact that the contract 
was signed on October 30, 2019, does not support a conclusion that the expenditures were accounted 
for in an approved budget. To the contrary, the contract demonstrates that State funds had not yet 
been appropriated for these expenditures. 
 
The State did use one-time state funds from the Department of Administrative Services’ I/3 internal 
service fund to pay expenses under the contract with Workday from October 2019 until March 2020. 
These funds had been allocated by the Department of Administrative Services for the purpose of this 
technology upgrade. But once this one-time money had been used, there was no other line item, 
allotment, or allocation that could be used for these expenditures without being a substantially 
different use than the expected use of the funds. 

 
Expenditures are necessary due to the public health emergency 

 
These expenditures were also necessary due to the public health emergency. Treasury guidance 
explains that to satisfy the requirement the expenditures “must be used for actions taken to respond 
to the public health emergency,” and include “expenditures incurred to allow the State . . . to 
respond directly to the emergency, such as by addressing medical or public health needs, as well as 
expenditures incurred to respond to second-order effects of the emergency.” The guidance 
recognizes that “a broad range of uses is allowed.” And it elaborates that Treasury “broadly” 
interprets the term “necessary” “to mean that the expenditure is reasonably necessary for its 
intended use in the reasonable judgment of the government official responsible for spending Fund 

 
4 See Attachment A, FY 2021 State Budget in Brief, at 69, also available at https://dom.iowa.gov/ 
sites/default/files/documents/2020/01/fy2021bib_0.pdf.  
5 See Attachment B, 2020 Iowa Acts chapter 1120, division II, also available at https://www.legis. 
iowa.gov/docs/publications/iactc/88.2/CH1120.pdf.  
6 See Attachment C, 2019 Iowa Acts chapter 137, division II, also available at https://www.legis. 
iowa.gov/docs/publications/iactc/88.1/CH0137.pdf. 
7 See Attachment D, at 7, paragraph 9.3. See also id. at 58, paragraph 9.4 (permitting termination of 
professional services agreement) 

https://dom.iowa.gov/sites/default/files/documents/2020/01/fy2021bib_0.pdf
https://dom.iowa.gov/sites/default/files/documents/2020/01/fy2021bib_0.pdf
https://www.legis.iowa.gov/docs/publications/iactc/88.2/CH1120.pdf
https://www.legis.iowa.gov/docs/publications/iactc/88.2/CH1120.pdf
https://www.legis.iowa.gov/docs/publications/iactc/88.1/CH0137.pdf
https://www.legis.iowa.gov/docs/publications/iactc/88.1/CH0137.pdf
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payments.”8 This is also recognized repeatedly in the Treasury FAQs as they defer to the 
responsibility of governments “for making determinations as to what expenditures are necessary.”9 
 
These expenditures are necessary to permit the state to respond to the public health emergency in 
several ways. First, both the Human Capital Management system and Adaptive are cloud-based, 
mobile-enabled solutions that will permit state government to productively continue functioning 
when many state employees are operating remotely to reduce the risk of transmission of 
coronavirus. Second, the Human Capital Management system will better permit the State to swiftly 
adjust to changing requirements caused by the emergency—whether that is new categories of leave 
or other processes necessitated by the emergency—without engaging in 1950s-era reprograming. 
Third, the Adaptative system provides a new tool for our state agencies and leaders to plan, model, 
budget, and forecast to properly respond to the public health emergency and its second-order 
economic effects.   
 
In reaching the contrary conclusion, your office appears to again rely on the fact that the upgrade 
was already planned. Yet the fact that the State had begun planning for such an upgrade does not 
preclude the upgrade becoming necessary due to the public health emergency. The urgency and 
necessity of having remotely accessible and more robust and agile human resources systems and 
budgeting systems arose because of the public health emergency. And because no other funding was 
allocated, if the State had not proceeded with using these funds, the need would not have been met 
despite the prior plans. 
 
Your office also states that “a reasonable alternative is the continued use of Iowa’s current legacy 
system.” But such reasoning fails to properly apply the broad interpretation of the Treasury guidance 
that recognizes the needs of the State to best respond to the public health emergency are to be 
determined “in the reasonable judgment of the government officials responsible for spending Fund 
payments.” Governor Reynolds exercised that judgment and determined it is necessary to proceed 
with these technology upgrades in order to allow the State to respond to the ongoing emergency. 
 
True, another governmental official could exercise her judgment to conclude that an alternative, 
such as what you proposed, would meet the State’s need. But the same could be said about countless 
allowable expenditures. For example, Treasury FAQs highlight that it could be an allowable expense 
to reimburse public universities for tuition refunds they issued;10 but one could conclude that a 
reasonable alternative would be for a university to bear those costs or pass them on in future tuition 
increases. This alternative does not make it any less reasonable for a Governor to conclude that such 
a reimbursement is necessary. These are judgment calls. And the Treasury guidance appropriately 

 
8 Coronavirus Relief Fund Guidance for State, Territorial, Local, and Tribal Governments (Updated 
Sept. 2, 2020), at 1. 
9 Coronavirus Relief Fund Frequently Asked Questions (Updated Oct. 19, 2020), at 1, available at 
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Frequently-Asked-
Questions.pdf. See also Responses 18, 22, 23, 25, 27, 32, 35, 46, 57 (approving of various specific 
expenditures “if a government determines” or “if a governmental official determines” they are 
necessary). 
10 Coronavirus Relief Fund Frequently Asked Questions, at 12, Response 57. 

https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Frequently-Asked-Questions.pdf
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Frequently-Asked-Questions.pdf
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places those judgements with “governmental officials responsible for spending Fund payments.” In 
this case, that is the Governor of Iowa.  
 
For these reasons, the State of Iowa respectfully requests reconsideration of your office’s 
determination that payments under the State’s contract with Workday, Inc. are not allowable 
expenditures under the CARES Act. Continuing to implement our State’s upgraded budgeting and 
human resources systems is critical to our effective response to the COVID-19 pandemic in the 
coming months. Please do not hesitate to reach out if we can provide any additional information. 
 
Sincere regards, 
 
 
 
Samuel P. Langholz 
Senior Legal Counsel and Special Advisor 
 
cc: David Roederer, Director of the Iowa Department of Management 
 Daniel J. Kowalski, Counselor to the Secretary, Department of the Treasury 
 Rob Sand, Auditor of State 
 
 
 


