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Important File Information (please read)

NOTE:  
· This FACCR was written for funds that passed through the Ohio Department of Job and Family Services; and does not include ARRA the requirements, and the administrative requirements & cost principles of the new Uniform Guidance (UG) do not apply (however, the audit requirements do apply).
· You must document in your w/p’s how the determination was made that this major program fell under the old OMB Circulars for administrative requirements & cost principles (A-102 & A-87), as opposed to the new Uniform Guidance. AOS Staff, also see the federal FAQs page for guidance in determining UG at http://portal/BP/Intranet/Webinar%20Supplemental%20Materials/Federal%20FAQ%27s.pdf.
· Per the AICPA Government Auditing Standards & Single Audit Guide, paragraphs 16.77, 20.75, 21.136 & 21.137 state that a separate sample for pre-UG award transactions and post-UG award transactions within a major program would not typically be needed.  So if your samples selected include ANY expenditure that falls under the administrative requirements & cost principles of the UG, follow the guidance in the last bullet point of this section. 
· While Subpart F (audit requirements) of the new UG are applicable beginning with 12/31/2015 audits, any references to A-133 in this FACCR will be updated next round to the new UG Guidance.  If you need to cite an audit requirement (formerly A-133), please contact CFAE for assistance determining the appropriate new UG section.  Please note – this does not apply to the administrative requirements or cost principles, as noted above.
· If your major program has UG award expenditures you will also need to incorporate and test applicable UG sections. If you have determined that UG transactions require to be tested, you will need to open the applicable compliance sections that are available on our intranet on the federal info page and then go to the UG FACCR sections by agency to pull your required sections. AOS staff should use the sections located on the intranet since the majority of the links do not require an active internet connection. IPA’s will have access to the same information on our internet at https://ohioauditor.gov/references/practiceaids/faccrs.html however all links in these copies will require an active internet connection. If auditors need a UG section that is not available, please contact the CFAE. Since the UG has been adopted by each federal agency and with possible adjustments/exceptions, auditors will need to make sure that they pull the applicable agency specific UG. For AOS staff, complete the applicable UG sections and link them to testing and save them within teammate, however you will not need to select separate samples or stratify populations, just make sure that compliance steps that have been added or modified because of UG implementation have been added as testing attributes within your compliance tests. New or modified steps have been identified within the UG compliance sections. Auditors need to determine if control testing is sufficient for both A-133 and UG transactions and if additional control testing is necessary for UG specific requirements.
· See Section V for important information on reporting WIA on the SEFA.


Update yellow highlighted items based on specific program/grant.
Grey highlighted information was obtained from the pass through agency, Ron Weber, the Ohio Department of Job and Family Services, Budget Coodinator, Office of Workforce Development (and others as mentioned throughout this document).
Orange highlighted text is additional information from AOS Center for Audit Excellence (CFAE)
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* Cross-reference to the working papers where the tests of controls or compliance tests have been performed.
	Planning Federal Materiality by Compliance Requirement
(6)  CFAE included the typical monetary vs. nonmonetary determinations for each compliance requirement in this program.  However, auditors should tailor these assessments as appropriate based on the facts and circumstances of their entity’s operations.  See further guidance below.

	 
	 
	 
	(1)
	(2)
	(6)
	(6)
	(3)
	(4)
	(5)
	(5)
	(6)

	Compliance Requirement
	Applicable per Compl.
Suppl.     
	Direct & material to program / entity
	Monetary or nonmonetary
	

If monetary, population subject to require.
	Inherent risk (IR) assess.
	Final control risk (CR) assess.
	Detection risk of noncompl.
	Overall audit risk of noncompl.
	Federal materiality by compl. requirement

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	(Yes or No)
	(Yes or No)
	(M/N)
	(Dollars)
	(High/Low)
	(High/Low)
	(High/Low)
	(High/Low)
	typically 5% of population subject to requirement

	A
	 
	Activities Allowed or Unallowed
	 Yes
	 
	M
	 
	 
	 
	 
	 
	 5%   

	B
	 
	Allowable Costs/Cost Principles
	 Yes
	 
	M
	 
	 
	 
	 
	 
	5%

	C
	 
	Cash Management
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	D
	 
	RESERVED
	
	 
	
	 
	 
	 
	 
	 
	

	E 
	 
	Eligibility
	 Yes
	 
	M/N
	 
	 
	 
	 
	 
	5%

	F
	 
	Equipment & Real Property Mgmt
	 Yes
	 
	M
	 
	 
	 
	 
	 
	5%

	G
	 
	Matching, Level of Effort, Earmark
	 Yes
	 
	M
	 
	 
	 
	 
	 
	5%

	H
	 
	Period of Availability (Performance)
	 Yes
	 
	M
	 
	 
	 
	 
	 
	5%

	I
	 
	Procurement & Sus. & Debarment
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	J
	 
	Program Income
	 Yes
	 
	M
	 
	 
	 
	 
	 
	5%

	K
	 
	RESERVED
	
	 
	
	 
	 
	 
	 
	 
	

	L
	 
	Reporting
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	M
	 
	Subrecipient Monitoring
	 Yes
	 
	N
	 
	 
	 
	 
	 
	5%

	N
	 
	Special Tests & Provisions 
	 No
	
	
	
	
	
	
	
	





(1)	Taken from Part 2, Matrix of Compliance Requirements, of the OMB Compliance Supplement (http://www.whitehouse.gov/omb/financial_fin_single_audit/).  When Part 2 of the Compliance Supplement indicates that a type of compliance requirement is not applicable, the remaining assessments for the compliance requirement are not applicable.

(2)	If the Supplement notes a compliance requirement as being applicable to the program in column (1), it still may not apply at a particular entity either because that entity does not have activity subject to that type of compliance requirement, or the activity could not have a material effect on a major program.  If the Compliance Supplement indicates that a type of compliance requirement is applicable and the auditor determines it also is direct and material to the program at the specific entity being audited, the auditor should answer this question “Yes,” and then complete the remainder of the line to document the various risk assessments, sample sizes, and references to testing.  Alternatively, if the auditor determines that a particular type of compliance requirement that normally would be applicable to a program (as per part 2 of the Compliance Supplement) is not direct and material to the program at the specific entity being audited, the auditor should answer this question “No.” Along with that response, the auditor should document the basis for the determination (for example, "Davis-Bacon Act does not apply because there were no applicable contracts for construction in the current period" or "per the Compliance Supplement, eligibility requirements only apply at the state level").

(3)	Refer to the AICPA Audit Guide Government Auditing Standards and Circular A-133 Audits, chapter 10, Compliance Auditing Applicable to Major Programs, for considerations relating to assessing inherent risk of noncompliance for each direct and material type of compliance requirement. The auditor is expected to document the inherent risk assessment for each direct and material compliance requirement.

(4)	Refer to the AICPA Audit Guide Government Auditing Standards and Circular A-133 Audits, chapter 9, "Internal Control Over Compliance for Major Programs," for considerations relating to assessing control risk of noncompliance for each direct and material types of compliance requirement. To determine the control risk assessment, the auditor is to document the five internal control components of the Committee of Sponsoring Organizations of the Treadway Commission (COSO) (that is, control environment, risk assessment, control activities, information and communication, and monitoring) for each direct and material type of compliance requirement. Keep in mind that the auditor is expected to perform procedures to obtain an understanding of internal control over compliance for federal programs that is sufficient to plan the audit to support a low assessed level of control risk. If internal control over compliance for a type of compliance requirement is likely to be ineffective in preventing or detecting noncompliance, then the auditor is not required to plan and perform tests of internal control over compliance. Rather, the auditor must assess control risk at maximum, determine whether additional compliance tests are required, and report a significant deficiency (or material weakness) as part of the audit findings.  The control risk assessment is based upon the auditor's understanding of controls, which would be documented outside of this template. Auditors may use the practice aid, Controls Overview Document, to support their control assessment.  The Controls Overview Document assists the auditor in documenting the elements of COSO, identifying key controls, testing of those controls, and concluding on control risk. The practice aid is available in either a checklist or narrative format. 

(5)	Audit risk of noncompliance is defined in Statement on Auditing Standards No. 117, Compliance Audits (AICPA, Professional Standards, vol. 1, AU sec. 801 / AU-C 935), as the risk that the auditor expresses an inappropriate opinion on the entity's compliance when material noncompliance exists. Audit risk of noncompliance is a function of the risks of material noncompliance and detection risk of noncompliance.

(6)	CFAE included the typical monetary vs. nonmonetary determinations for each compliance requirement in this program.  However, auditors should tailor these assessments as appropriate based on the facts and circumstances of their entity’s operations.  AICPA A-133 Guide 10.49 states the auditor's tests of compliance with compliance requirements may disclose instances of noncompliance. Circular A-133 refers to these instances of noncompliance, among other matters, as “findings.” Such findings may be of a monetary nature and involve questioned costs or may be nonmonetary and not result in questioned costs.  AU 801 / AU-C 935.13 & .A7 require auditors to establish and document two materiality levels:  (1) a materiality level for the program as a whole.  The column above documents quantitative materiality at the PROGRAM LEVEL for each major program; and (2) a second materiality level for the each of the applicable 12 compliance requirement listed in A-133 § .320(b)(2)(xii).  
Note:  
a. If the compliance requirement is of a monetary nature, and  
b. The requirement applies to the total population of program expenditure,

Then the compliance materiality amount for the program also equals materiality for the requirement.  For example, the population for allowable costs and cost principles will usually equal the total Federal expenditures for the major program as a whole.  Conversely, the population for some monetary compliance requirements may be less than the total Federal expenditures.  Auditors must carefully determine the population subject to the compliance requirement to properly assess Federal materiality.  Auditors should also consider the qualitative aspects of materiality. For example, in some cases, noncompliance and internal control deficiencies that might otherwise be immaterial could be significant to the major program because they involve fraud, abuse, or illegal acts.  Auditors should document PROGRAM LEVEL materiality in the Record of Single Audit Risk (RSAR).

(Source:  AOS CFAE)






The A-102 Common Rule
A-102 Common Rule applies to State & Local Governments; A-110 (2 CFR Part 215) applies to Universities & Non-Profit Organizations.

Use the following convention to refer to the federal agency codification of the A-102 Common Rule: (A-102 Common Rule:  §___.36).  Auditors should replace the “§___” with the applicable numeric reference.

Appendix II of the OMB Compliance Supplement identifies each agency’s codification of the A-102 Common Rule.  If a citation is warranted, auditors should look up where the federal awarding agency codified the A-102 Common Rule.  For example, a Cash Management citation for a U.S. Department of Education grant would cite 34 CFR 80.21 (34 CFR 80 coming from Appendix II of the OMB Compliance Supplement, and .21 coming from Section C below, Source of Governing Requirements for A-102 Common Rule entities.  There are other “sources of governing requirements” noted in each section as well, this is just an explanation for the A-102 Common Rule references.

Appendix I of the OMB Compliance Supplement includes a list of programs excluded from the requirements of the A-102 Common Rule.

(Source:  AOS CFAE)

	Conclusion

	The opinion on this major program should be:

	Unqualified:
	

	Qualified (describe):
	

	Adverse (describe):
	

	Disclaimer (describe):
	



	Cross-reference to significant compliance requirements obtained from reviewing the grant agreement; terms and conditions; etc. , if any, added to and documented within the FACCR by auditor (Note:  Audit staff should document these items within the appropriate FACCR section for the 12 compliance requirements.  Likewise, auditors should indicate below if there were no additional significant compliance requirements to be added to the FACCR.):

	






	Cross-reference to internal control matters (significant deficiencies or material weaknesses), if any, documented in the FACCR:

	







	Cross-reference to questioned costs and matter of noncompliance, if any, documented in this FACCR:

	







	Cross-reference to any Management Letter items and explain why not included in the A-133 Report:

	Per paragraph 13.38 of the AICPA Audit Guide, Government Auditing Standards and Circular A-133 Audits [image: Permalink to here], the following are required to be reported as audit findings in the federal awards section of the schedule of findings and questioned costs:
· Significant deficiencies or material weaknesses in internal control over major programs
· Material noncompliance with the laws, regulations, and provisions of contracts and grant agreements related to major programs
· Known questioned costs that are greater than $10,000 for a type of compliance requirement for a major program.  The auditor also should report (in the schedule of findings and questioned costs) known questioned costs when likely questioned costs are greater than $10,000 for a type of compliance requirement for a major program.
· [bookmark: OLE_LINK1]Known questioned costs that are greater than $10,000 for programs that are not audited as major.
· The circumstances concerning why the auditor's report on compliance for major programs is other than an unmodified opinion, unless such circumstances are otherwise reported as audit findings in the schedule of findings and questioned costs for federal awards (for example, a scope limitation that is not otherwise reported as a finding). 
· Known fraud affecting a federal award, unless such fraud is otherwise reported as an audit finding in the schedule of findings and questioned costs for federal awards.
· Instances in which the results of audit follow-up procedures disclosed that the summary schedule of prior audit findings prepared by the auditee in accordance with Section 315(b) of Circular A-133 materially misrepresents the status of any prior audit finding.

[bookmark: AICPAIGS:767.2668][bookmark: AICPAIGS:767.2670-1]Per paragraph 13.44 of the AICPA Audit Guide, Government Auditing Standards and Circular A-133 Audits [image: Permalink to here], the schedule of findings and questioned costs should include all audit findings required to be reported under Circular A-133. A separate written communication (such as a communication sometimes referred to as a management letter) may not be used to communicate such matters to the auditee in lieu of reporting them as audit findings in accordance with Circular A-133. See the discussion beginning at paragraph 13.33 for information on Circular A-133 requirements for the schedule of findings and questioned costs. If there are other matters that do not meet the Circular A-133 requirements for reporting but, in the auditor's judgment, warrant the attention those charged with governance, they should be communicated in writing or orally. If such a communication is provided in writing to the auditee, there is no requirement for that communication to be referenced in the Circular A-133 report. Per table 13-2 a matter must meet the following in order to be communicated in the management letter:
· Other deficiencies in internal control over compliance that are not significant deficiencies or material weaknesses required to be reported but, in the auditor's judgment, are of sufficient importance to be communicated to management.
· That does not meet the criteria for reporting under Circular A-133 but, in the auditor's judgment, is of sufficient importance to communicate to management or those charged with governance
· That is less than material to a major program and not otherwise required to be reported but that, in the auditor's judgment, is of sufficient importance to communicate to the auditee
· Other findings or issues arising from the compliance audit that are not otherwise required to be reported but are, in the auditor's professional judgment, significant and relevant to those charged with governance.

Management Letter items and reasons why not reported in the A-133 report:
· 
· 
· 







	Performing Tests to Evaluate the Effectiveness of Controls throughout this FACCR

Auditors should consider the following when evaluating, documenting, and testing the effectiveness of controls throughout this FACCR:
*
As noted in paragraph 9.03 of the A-133 Guide, Circular A-133 states that the auditors should perform tests of internal controls over compliance as planned. (Paragraphs 9.27—.29 of the AICPA Government Auditing Standards and Circular A-133 Guide discuss an exception related to ineffective internal control over compliance.) In addition, paragraph .08 of AU-C section 330 states that the auditor should perform tests of controls when the auditor's risk assessment includes an expectation of the operating effectiveness of control. Testing of the operating effectiveness of controls ordinarily includes procedures such as (a) inquiries of appropriate entity personnel, including grant and contract managers; (b) the inspection of documents, reports, or electronic files indicating performance of the control; (c) the observation of the application of the specific controls; and (d) reperformance of the application of the control by the auditor. The auditor should perform such procedures regardless of whether he or she would otherwise choose to obtain evidence to support an assessment of control risk below the maximum level.

Paragraph .A24 of AU-C section 330 provides guidance related to the testing of controls. When responding to the risk assessment, the auditor may design a test of controls to be performed concurrently with a test of details on the same transactions. Although the purpose of a test of controls is different from the purpose of a test of details, both may be accomplished concurrently by performing a test of controls and a test of details on the same transaction (a dual-purpose test). For example, the auditor may examine an invoice to determine whether it has been approved and whether it provides substantive evidence of a transaction. A dual purpose test is designed and evaluated by considering each purpose of the test separately.9 Also, when performing the tests, the auditor should consider how the outcome of the test of controls may affect the auditor's determination about the extent of substantive procedures to be performed. See chapter 11 of this guide for a discussion of the use of dual purpose samples in a compliance audit.

(Source: Paragraphs 9.31 and 9.33 of the AICPA Government Auditing Standards and Circular A-133 Guide)



	I.	Program Objectives

	The Workforce Investment Act of 1998 (WIA) programs help prepare workers for good jobs through formula grants to States.  Using a variety of methods, States provide employment and training services through a network of American Job Centers (AJC) (formerly known as One-Stop Career Centers or by another name – in Ohio they are currently called OhioMeansJobs Centers).  The WIA Adult and Dislocated Worker programs provide core, intensive and training services, and help jobseekers achieve gainful employment.  The WIA Adult program focuses more on low-skilled, low-income workers, whereas the Dislocated Worker program supports the reemployment of laid-off workers.  The Youth program provides employment and educational services to eligible low-income youth, ages 14 to 21 that face barriers to employment.  The program serves in-school as well as out-of-school youth, youth with disabilities and low literacy rates, and others who may require additional assistance to complete an educational program and acquire an industry-recognized credential, or enter employment.

(Source: 2015 OMB Compliance Supplement, Part 4)

	II.	Program Procedures

	Subtitle B Statewide and Local Workforce Investment Programs

This provides the framework for delivery of workforce investment activities at the State and local levels to individuals who need those services, including job seekers, dislocated workers, youth, incumbent workers, new entrants to the workforce, veterans, persons with disabilities, and employers.  Each State’s Governor is required to establish a State Board; develop a State Workforce Investment Plan (WIA Section 112; 29 USC 2822); designate local workforce investment areas; and oversee the creation of Local Boards and AJC service delivery systems in the State.

The Local Workforce Investment Board (Local Board) is appointed by the chief elected official in each local area in accordance with State criteria established under WIA Section 117(b), and is certified by the Governor every 2 years.  The Local Board, in cooperation with the chief elected official, appoints a youth council as a subgroup of the Local Board and coordinates workforce and youth plans and activities with the youth council, in accordance with WIA Section 117(h).  With the chief elected official, the Local Board sets policy for the portion of the statewide workforce investment system within the local area (29 USC 2832).

Each Local Board, in partnership with the appropriate chief elected officials, develops and submits a comprehensive 5-year plan to the Governor, which identifies and describes certain policies, procedures and local activities that are carried out in the local area and that is consistent with the State Workforce Investment Plan and WIA Section 118(b) (29 USC 2833(b)).  The plan must include a description of the AJC delivery system to be established or designated in the local area, including a copy of the local Memorandums of Understanding (MOU) between the Local Board and each of the AJC partners (1) describing the operation of the local AJC delivery system; (2) identifying the AJC operator or entity responsible for the disbursal of grant funds; and (3) describing the competitive process to be used to award grants and contracts for activities carried out under this Subtitle I of WIA, including the process to be used to procure training services that are made as exceptions to the Individual Training Account process (WIA Section 134(d)(4)(G); 29 USC 2864).

The agreement (20 CFR section 662.400(c)) between the Local Board and the AJC operator shall specify the operator’s role.  That role may range between simply coordinating service providers within the center, to being the primary provider of services within the center, to coordinating activities throughout the local AJC system.  The types of entities that may be selected to be the AJC operator include (1) a postsecondary educational institution; (2) an Employment Service agency established under the Wagner-Peyser Act on behalf of the local office of the agency; (3) a private, non-profit organization (including a community-based organization); (4) a private for-profit entity; (5) a governmental agency; and (6) another interested organization or entity.  The AJC operator may be a single entity or a consortium of entities and may operate one or more AJC centers.  In addition, there may be more than one AJC operator in a local area.

The following Federal programs are required by WIA Section 121(b)(1) to be partners in the local AJC system:  programs authorized under Title I of WIA; public labor exchange programs authorized under the Wagner-Peyser Act (29 USC 49 et seq.); adult education and literacy activities authorized under Title II of WIA; programs authorized under parts A and B of Title I of the Rehabilitation Act (29 USC 720 et seq.); welfare-to-work programs authorized under Section 403(a)(5) of the Social Security Act (42 USC 603(a)(5) et seq.); senior community service employment activities authorized under Title V of the Older Americans Act of 1965 (42 USC 3056 et seq.); postsecondary vocational education activities under the Carl D. Perkins Vocational and Applied Technology Education Act (20 USC 2301 et seq.); Trade Adjustment Assistance and NAFTA Transitional Adjustment Assistance activities authorized under chapter 2 of Title II of the Trade Act of 1974 (19 USC 2271 et seq.); activities authorized under chapter 41 of Title 38, USC (local veterans’ employment representatives and disabled veterans’ outreach programs); employment and training activities carried out under the Community Services Block Grant (42 USC 9901 et seq.); employment and training activities carried out by the Department of Housing and Urban Development (WIA Section 121(b)(1)(B)(xi)); and programs authorized under State unemployment compensation laws (in accordance with applicable Federal law). 

WIA also provides that other entities that carry out human resource programs, including Federal, State, or local programs and programs in the private sector, may serve as additional partners in the AJC system if the Local Board and chief elected official(s) approve the entity’s participation.  Additional partners may include Temporary Assistance for Needy Families programs authorized under part A of Title IV of the Social Security Act (42 USC 601 et seq.); employment and training programs authorized under Section 6(d)(4) of the Food Stamp Act of 1977 (7 USC 2015(d)(4)) and work programs authorized under Section 6(o) of the Food Stamp Act of 1977 (7 USC 2015(o)); programs authorized under the National and Community Service Act of 1990 (42 USC 12501 et seq.); and other appropriate Federal, State or local programs, including programs related to transportation and housing and programs in the private sector (WIA Section 121(b)(2); 29 USC 2841(b)(2)).

All required programs must (1) make available to participants through the AJC delivery system the core services that are applicable to the partner’s programs (WIA Section 121(b)(1)(A)); (2) use a portion of funds made available to the partner’s program, to the extent not inconsistent with the Federal law authorizing the partner’s program, to create and maintain the AJC delivery system and provide core services (WIA Section 134(d)(1)(B)); (3) enter into a MOU with the Local Board relating to the operation of the AJC system, including a description of services, how the cost of the identified services and operating costs of the system will be funded, and methods for referrals (WIA Section 121(c)); (4) participate in the operation of the AJC system consistent with the terms of the MOU and requirements of authorizing laws (WIA Section 121(b)(1)(B)); and (5) provide representation on the Local Workforce Investment Board (WIA Section 117(b)(2)(A)(vi); 20 CFR section 662.230).

The applicable core services may be made available by the provision of appropriate technology at the comprehensive AJC center, by co-locating personnel at the center, cross-training of staff, or through a cost-reimbursement or other agreement between service providers at the comprehensive AJC center and the partner programs, as described in the State Workforce Investment Plan and the local MOU.  Core services may also be made available through the networks of affiliated sites and AJC partners described in WIA Section 134(c)(2) (20 CFR section 662.250).

The workforce investment system established under WIA emphasizes informed customer choice, system performance, and continuous improvement.  The eligible provider process is part of the strategy for achieving these goals.  A Local Board may not itself provide training services to adults and dislocated workers unless it receives a waiver from the Governor and meets the requirements of WIA Section 117(f)(1) (29 USC 2832(f)(1)).  Instead, Local Boards, in partnership with the State, identify training providers and programs whose performance qualifies them to receive WIA funds to train adults and dislocated workers.  After receiving core and intensive services and in consultation with case managers, eligible participants who need training use the list of these eligible providers, which contains performance and cost information on eligible providers, to make an informed choice (20 CFR section 663.440).

Individual Training Accounts (ITAs) are established for eligible individuals to finance training through these eligible providers.  Payments from ITAs may be made in a variety of ways, including the electronic transfer of funds through financial institutions, vouchers, or other appropriate methods.  Payments may also be made through payment of a portion of the costs at different points in the training course (20 CFR section 663.410).  Exceptions to the use of ITAs are permissible only where the services provided are for on-the-job or customized training; where the Local Board determines that there is an insufficient number of eligible providers available locally; or in the case of programs of demonstrated effectiveness serving participant populations which face multiple barriers to employment (20 CFR section 663.430).

The ability of providers to successfully perform, the procedures State and Local Boards use to establish training provider eligibility, and the degree to which information, including performance information, on those providers is made available to customers eligible for training services, are key factors affecting the successful implementation of the statewide workforce investment system (20 CFR section 663.500).

(Source: 2015 OMB Compliance Supplement, Part 4)

	III.	Program Specific Information

	The Ohio Department of Job and Family Services (ODJFS) is the WIA pass-through agency in Ohio (i.e. will be the State Employment Services Agency).  The program is designed to push programmatic decision making down to local governments, with significant private sector input.  

	
Ohio is organized into 20 local workforce investment areas. Each area should have an area agency responsible for oversight, monitoring and policy implementation for all their WIA sub-recipients.  Many of these areas use a June 30 fiscal year.  

Some Areas, such as Area 7, encompass multiple counties.  Where this is the case, the Area appoints one entity to serve as the fiscal agent (i.e., Montgomery County DJFS is the Area 7 fiscal agent).  Like other area fiscal agents, Montgomery County will receive and disburse the WIA allocation for all counties and other WIA subrecipients in the Area. Fiscal agents may disclose the amounts they transmit to other entities in the notes to their federal awards expenditure schedule.  However, fiscal agents should not report these amounts as disbursements in their Schedule.  (Fiscal agents should only report any amounts they disburse as a WIA subrecipient in their Schedule.)

Counties and other entities receiving WIA from the fiscal agents should report their disbursements as pass-through assistance from their area agency in their federal awards expenditure schedule.

(Source: AOS ADAM 2007-003 and ODJFS)





In Ohio, WIA local control and decision-making is maximized through effective state and local partnerships that foster continuous improvement of the workforce development system. WIA services are provided through local One-Stop Centers now identified as OhioMeansJobs Centers in accordance with Ohio’s comprehensive workforce system brand. 

WIA provides the framework for a workforce development system that is designed to meet the needs of employers, job seekers and current workers who want to advance their careers. The goal of WIA is to increase participant employment, job retention, earnings, and occupational skill attainment. 

WIA Programs -  WIA employment and training services target adults, dislocated workers, and youth who must be: 

Adults - Eligible to work in the United States, over the age of 18 and, if applicable, registered for Selective Service.

Dislocated Workers - Individuals who have lost their job through no fault of their own.

Youth - Low-income youth between the ages of 14-21 who are:
 
· Deficient in basic literacy skills 
· Homeless 
· School Dropout 
· Ex-Offender
· Runaway 
· Foster Child 
· Pregnant or a Parent
 
Employer Services - Assists businesses to find good employees, fund training on and off the job to improve the quality of their workforce, and administer tax credits that are available to businesses when they hire certain workers.

(Source: ODJFS website at: http://jfs.ohio.gov/owd/wia/index.stm)  

State policies and guidance are issued by the Office of Workforce Development (OWD).  Policies that have been rescinded or updated are archived online. There is also a glossary of terms used in WIA and workforce development

Policies are organized by main subject area and are in reverse chronological order. Each entry includes the title of the document, title and number of series (e.g., WIA Policy Letter 10-08) and date issued, for instance (4/25/2011).

(Source: ODJFS website at: http://jfs.ohio.gov/owd/WorkforceProf/policy_info.stm)   
 
	ODJFS performs a completeness test of WIA monies sent by ODJFS with the county and local area agency federal schedules.  However, ODJFS tests completeness at the Local Area Agency level.  If the auditor wishes to obtain 3rd party confirmations of the WIA receipts amounts reported on the County’s Federal Schedule, audit staff should contact the appropriate Local Area Agency.   If the Local Area Agency is included in the County’s reporting entity, please contact Donna Tucker at (614) 466-6067or Donna.Tucker@jfs.ohio.gov for confirmation of WIA Monies sent to the County.

(Source: AOS ADAM 2007-003 and ODJFS)




WIA Funding 

WIA funds are issued to JFS in components.  For example, ODJFS received funds starting in April 2012 with the issuance of PY12 WIA Youth.  Then in July of 2012 ODJFS received PY12 Adult and PY12 Dislocated.  In October of 2012 ODJFS received FFY13 WIA Adult and FFY13 WIA Dislocated Worker funds.  ODJFS subgranted those PY13 and FFY13 WIA Formula Youth, Adult and Dislocated Worker dollars to the 20 WIA areas with an end date of 6/30/2014 and a liquidation deadline of 9/30/14. After the close of the "local" period of availability, ODJFS still has spending authority on these funds through 6/30/15 since the state has 3 years of appropriation on WIA.
 
JFS also issues Rapid Response which is a subset of the state share of WIA Dislocated Worker dollars.  ODJFS issues Rapid Response for one SFY at a time and can potentially issue SFY2013 Rapid Response from any of the 6 open periods  of appropriation.  So in SFY2013 for example, ODJFS could have issued SFY2013 Rapid Response out of PY10, FY11, PY11, FY12, PY12, FY13 Dislocated Worker.  The end date for these funds would appear on both the Office of Workforce Development allocation request letter and in the County Finance Information System accounting system.  The SFY2013 Rapid Response ODJFS issued (regardless of year of federal appropriation) had an end date of 6/30/13 and liquidation date of 9/30/13.

(Source:  Ron Weber, Budget Coordinator, Office of Workforce Development)


WIA Waivers Chart:  

Information about waivers not described in this FACCR can be found at:  http://jfs.ohio.gov/owd/WorkforceProf/policy_info.stm. 


	IV.	Source of Governing Requirements (CFR, USC, grantor manual section, etc.)

	
The WIA program is authorized by Title I of the Workforce Investment Act of 1998 (Pub. L. No. 105-220, 112 Stat. 936-1059; 29 USC 2811 et seq.  The regulations are at 20 CFR parts 660-671

Availability of Other Program Information

Additional information on programs authorized under the Workforce Investment Act can be found at http://www.doleta.gov/programs/adult_program.cfm#wia.  The Planning and Policy Guidance section is a particularly useful source of information on compliance issues.

(Source: 2015 OMB Compliance Supplement, Part 4)

Additional Guidance:

OMB Compliance Supplements:
http://www.whitehouse.gov/omb/financial_fin_single_audit/ 

AOS Guidance on federal sampling – Fall 2014
http://portal/BP/Intranet/Webinar%20Supplemental%20Materials/Fall%202014%20-%20Federal%20Sampling.pdf 

AOS Guidance on WIA Training – Fall 2009
http://portal/BP/Intranet/AA%20Training%20Fall%202009/Workforce%20Investment%20Act%20(WIA)%20Tuition.pdf 


	V.	Reporting in the Schedule of Expenditures of Federal Awards

	
CFDA 17.260, which included WIA Dislocated Worker Formula Grants and National Emergency Grants (NEGs), has been removed from the CFDA.  The new CFDA for the WIA Dislocated Worker Formula Grant program is 17.278 and is included as part of the WIA Cluster.  The new CFDA number for the NEG program is 17.277.  For awards made on or after July 1, 2010, CFDA 17.277 should be audited under Part 7 of the Supplement and not as part of the WIA cluster.  Therefore, while CFDA 17.277 is not part of the WIA Cluster, it should be reported on the SEFA as a separate program.

(Source:  2015 OMB Circular A-133 Compliance Supplement, Part 4)

Note:  There was some confusion with the CFDA numbers for this cluster during Fy 2011.  The 2011 OMB Compliance Supplement, Part 5, did not include 17.277 & 17.278 in the WIA Cluster.  However, an e-mail was later received from DOL OIG, dated 7/7/11, stating that these should be included as part of the WIA cluster.  However, beginning with the 2012 OMB Compliance Supplement, it states 17.277 is not part of the WIA Cluster.  We will now follow the most recent guidance in the 2013 OMB Compliance Supplement.

As described in §___.310(b)(3) of OMB Circular A-133, auditees must complete the SEFA and include CFDA numbers provided in Federal awards/subawards and associated expenditures.


Reimbursements from the Public Assistance (PA) Fund
The Ohio General Assembly, in Amended Substitute House Bill No. 1, of the 128th Ohio General Assembly, amended Section 6301.03 (B), Revised Code, to read as follows:

The director shall allocate to local areas all funds required to be allocated to local areas pursuant to the “Workforce Investment Act of 1998,” 112 Stat. 936, 29 U.S.C.A. 2801, as amended. The director shall make allocations only with funds available. Local areas, as defined by either section 101 of the “Workforce Investment Act of 1998,” 112 Stat. 936, 29 U.S.C.A. 2801, as amended, or section 6301.01 of the Revised Code, and subrecipients of a local area shall establish a workforce development fund and the entity receiving funds shall deposit all funds received under this section into the workforce development fund. All expenditures for activities funded under this section shall be made from the workforce development fund, including reimbursements to a county public assistance fund for expenditures made for activities funded under this section.

The purpose of this bulletin is to clarify for county department of job and family services staff the limitations upon the use of the Public Assistance (PA) Fund for payment for WIA activities funded under Section 6301.03, Revised Code.

Effect of Amendment

The PA Fund is established in Section 5101.161, Revised Code, which states that: 

A county shall make payments for public assistance expenditures from the public assistance fund.

In addition, Section 5705.10 (F), Revised Code, provides that:

Money paid into any fund shall be used only for the purposes for which such fund is established.

The combined effect of these two statutory enactments would normally be to prohibit the expenditure of monies in the PA Fund for WIA activities. However, the amendment to Section 6301.03 (B), Revised Code, as set forth above, authorizes the initial payment for WIA activities from the PA Fund, with a reimbursement from the Workforce Development Fund.

Classification of Reimbursement Transactions

County Monitoring Advisory Bulletin 2009-01, Interfund Cash Transactions, provides clarification as to the five general types of interfund cash transactions. Where payment has been made from the PA Fund for an allowable WIA activity, the reimbursement authorized by Section 6301.03 (B), Revised Code, falls into the classification of “movement of cash by operation of law.” Thus, such transactions do not require compliance with the legal restrictions set out in that Advisory Bulletin concerning interfund cash advances or statutory transfers under Sections 5705.15 – 5705.16, Revised Code.

Limitations on Use of PA Fund Monies for WIA Activities

Notwithstanding the amendment to Section 6301.03 (B), Revised Code, the use of monies within the PA Fund is still subject to limitations of federal law. These limitations include two significant issues: 1) use of restricted federal cash in the PA fund; and 2) claiming of costs to federal programs funded through the PA Fund.

Use of Restricted Cash – 45 CFR 92.20 (B) (2) provides that county departments of job and family services, as subgrantees of federal awards . . .


. . . Must maintain records which adequately identify the source and application of funds provided for financially-assisted activities. These records must contain information pertaining to grant or subgrant awards and authorizations, obligations, unobligated balances, assets, liabilities, outlays or expenditures, and income.

Federal cash drawn down by a county job and family services agency and paid into the PA Fund may only be used for allowable federal purposes consistent with the requirements of the federal awarding agency for the federal program in question. Under 45 CFR 92.20 (B) (2), agency management must be able to demonstrate that any expenditures of federal monies from other (non-WIA) programs in the PA Fund for the costs of WIA activities were for allowable expenditures for those non-WIA programs.

Claims to Federal Programs – 2 CFR 225, Appendix A, C.3.a, provides that costs are allowable and allocable to federal programs only where . . .

The goods or services involved are chargeable or assignable to such cost objective in accordance with relative benefits received.

Unless it can be demonstrated that costs for WIA activities provide a benefit to a federal program accounted for in the PA Fund, such costs must be charged to “nonreimbursable expenditures” in the PA Fund in order to avoid an improper claim to nonbenefiting federal programs. As it is unlikely that the RMS allocation will appropriately allocate costs of WIA activities to benefiting federal programs, it is our assessment that the costs of such activities cannot be charged to a cost pool within the PA Fund. Any charge for WIA activities to federal programs in the PA Fund must be direct charges to a benefiting federal program.

(Source: ODJFS OFMS Memo dated September 24, 2009, Re: County Monitoring Advisory Bulletin 2009-002: Reimbursement of the Public Assistance Fund from the Workforce Development Fund)


Reporting WIA on County Federal Awards Expenditure Schedules

Fiscal agents may disclose the amounts they transmit to other entities in the notes to their federal awards expenditure schedule. However, fiscal agents should not report these amounts as disbursements in their Schedule. (Fiscal agents should only report any amounts they disburse as a WIA subrecipient in their Schedule.) Counties and other entities receiving WIA from the fiscal agents should report their disbursements as pass-through assistance from their area agency in their federal awards expenditure schedule.

The County or WIA Area Agency should report federal disbursements for the WIA Cluster in the workforce development fund.  At a minimum, the County or WIA Area Agency should report the total fiscal year WIA Cluster disbursements, by program and Cluster.  The County or WIA Area Agency should also separate each program by Administrative and Non-administrative dollars.  A-133.310(b)(2) requires including pass-through numbers (if any) on the Schedule.  The ODJFS Director confirmed that a pass through number should be printed on all WIA awards to local governments.  The Schedule should also report the following for the WIA Cluster:  
· CFDA numbers & Grant Titles:
· #17.258 – WIA Adult Program
· #17.259 – WIA Youth Activities
· #17.278 – WIA Dislocated Formula *
· Disbursements for each pass-through number (i.e., cost center), program, and cluster total.

* = In prior years, CFDA 17.260 represented both the WIA Dislocated Worker formula grants and the National Emergency Grants (NEGs).  Beginning in PY 2010 (i.e., grants awarded after July 1, 2010), CFDA 17.260 was archived and any new funds allocated through these two programs are now referenced using two new CFDA numbers:  17.277 for NEGs and 17.278 for WIA Dislocated Formula Grants.  17.277 is not part of the WIA Cluster, and it should be reported on the SEFA as a separate program.


SAMPLE FEDERAL SCHEDULE
	FEDERAL GRANTOR
Pass-Through Grantor
Program Title
	CFDA Number
	Pass-Through
Entity Number
(or Grant Year)
	Cash Disbursement

	Passed Through Area 7 Workforce Investment Board
	
	
	

	Workforce Investment Act (WIA) Cluster
	
	
	

	WIA-Adult Programs (SFY 09)
	17.258
	N/A
	$ 900

	WIA-Adult Programs (SFY 09)-Admin
	
	N/A
	15

	WIA-Adult Programs (SFY 10)
	
	N/A
	325

	WIA-Adult Programs (SFY 10)-Admin
	
	N/A
	25

	Total WIA-Adult
	
	
	$1,265

	
	
	
	

	WIA-Youth Activities (SFY 09) 
	17.259
	N/A
	$ 1,250

	WIA-Youth Activities (SFY 09)-Admin
	
	N/A
	150

	WIA-Youth Activities (SFY 10)
	
	N/A
	150

	WIA-Youth Activities (SFY 10)-Admin
	
	N/A
	25

	Total WIA-Youth Activities
	
	
	$ 1.575

	
	
	
	

	WIA-Dislocated Workers (SFY 09)
	17.260
	N/A
	$ 600

	WIA-Dislocated Workers (SFY 09)-Admin
	
	N/A
	100

	Total WIA-Dislocated Workers
	
	
	$ 700

	
	
	
	

	WIA-Dislocated Formula (SFY 10)
	17.278
	N/A
	$ 700

	WIA-Dislocated Formula (SFY 10)-Admin
	
	N/A
	115

	Total WIA-Dislocated Workers
	
	
	$ 815

	
	
	
	

	Total WIA Cluster
	
	
	$4,355



FOOTNOTE TO THE FEDERAL SCHEDULE (If the County or WIA Area Agency has subrecipients):

NOTE X - SUBRECIPIENTS
The Board passes-through certain Federal assistance received from Ohio Department of Job and Family Services to other governments and entities. The Board records expenditures of Federal awards to sub-recipients when requested.

The sub-recipient agencies have certain compliance responsibilities related to administering these Federal Programs. Under Federal Circular A-133, the Board is responsible for monitoring sub-recipients to help assure that Federal awards are used for authorized purposes in compliance with laws, regulations, and the provisions of contracts or grant agreements, and that performance goals are achieved.

(Source:  AOS CFAE)


	VI. Other

	County Monitoring Advisory Bulletin 2010-03 / Workforce Investment Act Bulletin 2010-01 issued by ODJFS on October 12, 2010 states that due to the fact the “audits require the use of protected health information and other confidential data” JFS directors and WIA area agencies should ”Under no circumstances …   give the AOS audit staff access to any of the ODJFS systems.”  Auditors should plan accordingly.


WIA Organization Chart (Effective February 4, 2014)
State of Ohio

	State Workforce Policy Board
(oversees 20 areas)



	Area #1
	Area #2
	Area #3
	Area #4
	Area #5
	Area #6
	Area #7

	Adams,
Brown,
Pike, Scioto Counties
	Medina and
Summit
Counties 
	Cuyahoga County
	Lorain County
	Lake County
	Stark and Tuscarawas Counties
	43 Counties
-for listing refer to website below

	Fiscal Agent:
Community Action Group Organization of Scioto Co., Inc (non profit)
	Fiscal Agent:
Summit County Department of Job and Family Services 
	Fiscal Agent:  Cleveland/
Cuyahoga Co.
Workforce
Investment
Board
	Fiscal Agent:  Lorain County Commissioners
	Fiscal Agent:
Lake County Department of Job and Family Services
	Fiscal Agent: The
Employment
Source
	Fiscal Agent: 
Area 7
Workforce Investment Board




	Area #8
	Area #9
	Area #10
	Area # 11
	Area # 12
	Area # 13
	Area # 14

	Auglaize/
Hardin/
Mercer/
Van Wert
	Lucas County
	Crawford and Richland Counties
	Franklin
County
	Butler, Clermont, and
Warren
Counties
	Hamilton
County
	Athens,
Meigs, and Perry
Counties

	Fiscal Agent:  Mercer County Board of Commissioners
	Fiscal Agent:  Lucas County Workforce
Development Agency
	Fiscal Agent:  Richland County Department of Job and Family Services
	Fiscal Agent:
Central Ohio Workforce Investment Corporation (non profit)
	Fiscal Agent:
Clermont County Department of Job and Family Services
	Fiscal Agent:
Hamilton County Department of Job and Family Services
	Fiscal Agent:
Perry County Department of Job and Family Services



	Area # 15
	Area # 16
	Area # 17
	Area # 18
	Area # 19
	Area # 20

	Monroe/
Morgan/
Noble/
Washington
Counties
	Belmont/
Carroll/
Harrison/
Jefferson
Counties
	Columbiana
And Mahoning
Counties
	Trumbull
County
	Ashtabula/
Geauga/
Portage
Counties
	Fairfield, Hocking, Pickaway, Ross, and Vinton Counties

	Fiscal Agent:
Ohio Valley Employment Resource
	Fiscal Agent:
Belmont County Department of Job and Family Services
	Fiscal Agent:
Mahoning &
Columbiana
Training Association
	Fiscal Agent:
Trumbull County Department of Job and Family Services
	Fiscal Agent:
Northeast
Ohio
Consortium
Council of
Governments
	Fiscal Agent:  Ross County Department of Job and Family Services / Jobs One Stop 



(Source:  http://jfs.ohio.gov/owd/wia/Docs/WIA-Local-Administrative-Contacts-with-CCs.pdf )

Note:  An area agency may have subrecipients other than the counties listed in this chart, such as not-for-profit organizations, to which this FACCR would apply.

A listing of counties and administrative entities for all areas can be found at the following URL: http://jfs.ohio.gov/owd/wia/Docs/WIA-WIB-Board-Chairs.pdf. 

Also, Ohio has 89 certified OhioMeansJobs centers that provide services to job seekers and employers.  Every WIA Local Workforce Area has an administrative entity and fiscal agent to administer WIA programs and funds.

Local Workforce Investment Boards establish local workforce policies and priorities.

Local OhioMeansJobs system operators oversee OhioMeansJobs systems that provide services to single or multi-county areas.

Each of Ohio’s Local Workforce Areas has a Youth Council that establishes youth employment policies.

Additional information about WIA administration in Ohio (including the information above) can be found at: http://jfs.ohio.gov/owd/wia/wiamap.stm) 


	VII.	 Improper Payments

	Under OMB guidance, Public Law (Pub. L.) No. 107-300, the Improper Payments Information Act of 2002, as amended by Pub. L. No. 111-204, the Improper Payments Elimination and Recovery Act, Executive Order 13520 on reducing improper payments, and the June 18, 2010 Presidential memorandum to enhance payment accuracy, Federal agencies are required to take actions to prevent improper payments, review Federal awards for such payments, and, as applicable, reclaim improper payments.  Improper payment means:
1.	Any payment that should not have been made or that was made in an incorrect amount under statutory, contractual, administrative, or other legally applicable requirements.  
2. Incorrect amounts are overpayments or underpayments that are made to eligible recipients (including inappropriate denials of payment or service, any payment that does not account for credit for applicable discounts, payments that are for the incorrect amount, and duplicate payments).  
3. Any payment that was made to an ineligible recipient or for an ineligible good or service, or payments for goods or services not received (except for such payments where authorized by law).
4. Any payment that an agency’s review is unable to discern whether a payment was proper as a result of insufficient or lack of documentation.
Auditors should be alert to improper payments, particularly when testing the following parts - A, “Activities Allowed or Unallowed;” B, “Allowable Costs/Cost Principles;” E, “Eligibility;” and, in some cases, N, “Special Tests and Provisions.”
(Source:  2015 OMB Compliance Supplement, Part 3)



	A.	Activities Allowed or Unallowed

	Audit Objectives

	1) Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2) Determine whether Federal awards were expended only for allowable activities.

	Compliance Requirements

	
	Important Note:  For a cost to be allowable, it must (1) be for a purpose the specific award permits and (2) fall within A-87’s (codified in 2 CFR Part 225) allowable cost guidelines.  These two criteria are roughly analogous to classifying a cost by both program/function and object.  That is, the grant award generally prescribes the allowable program/function while A-87 prescribes allowable object cost categories and restrictions that may apply to certain object codes of expenditures.

For example, could a government use an imaginary Homeland Security grant to pay OP&F pension costs for its police force?  To determine this, the client (and we) would look to the grant agreement to see if police activities (security of persons and property function cost classification) met the program objectives.  Then, the auditor would look to A-87 to determine if pension costs (an object cost classification) are permissible.  (A-87, Appendix B states they are allowable, with restrictions, so we would need to determine if the auditee met the restrictions.)  Both the client and we should look at A-87 even if the grant agreement includes a budget by object code approved by the grantor agency.

(Source:  AOS CFAE)



The specific requirements for activities allowed or unallowed are unique to each Federal program and are found in the laws, regulations, and the provisions of contract or grant agreements pertaining to the program.  For programs listed in the OMB Compliance Supplement, the specific requirements of the governing statutes and regulations are included in Part 4 – Agency Program Requirements or Part 5 – Clusters of Programs, as applicable.  This type of compliance requirement specifies the activities that can or cannot be funded under a specific program.

Source of Governing Requirements

The requirements for activities allowed or unallowed are contained in program legislation Federal awarding agency regulations, and the terms and conditions of the award.

(Source: 2015 OMB Compliance Supplement, Part 3)

Program Specific Requirements

1.	Waivers and Work-Flex
a.	The Secretary of Labor may waive statutory or regulatory requirements of the adult and youth provisions of the Act and of the Wagner-Peyser Act (29 USC 2939(i)(4); 20 CFR sections 661.400 through .420).
b.	Under an approved Workforce Flexibility plan, a Governor may be granted authority to approve requests for waivers of statutory or regulatory provisions of Title I submitted by local workforce areas (29 USC 2942; 20 CFR sections 661.430 and .440)).  SEE WAIVER AUTHORITY GUIDANCE PROVIDED IN INTRODUCTORY, SECTION III ABOVE FOR MORE INFORMATION ABOUT OHIO WAIVERS.

2.	Local Activities – Subtitle B Adult and Dislocated Worker Programs
a.	Funds may be used at the local level to pay for core AJC system costs as well as for intensive services and training services for program participants.
b.	Core Services - The following are core services (20 CFR section 662.240):
(1)	Eligibility determination for WIA services.
(2)	Outreach, intake, and orientation to available information and services.[footnoteRef:2] [2:  Pursuant to ODJFS WIA Policy Letter 10-05, dated September 14, 2010, available at: http://jfs.ohio.gov/owd/WorkforceProf/Docs/WIAPL-10-05.pdf, local areas are required to utilize the “Ohio Means Jobs” brand on new outreach opportunities including, but not limited to, websites, screen savers, signage, brochures and posters.  Any allocated funds provided to local areas, which are designated for outreach, may be used toward the Ohio Means Jobs branding initiative. In addition, the local areas may also use any other funds set aside or designated to update brochures, upgrade and/or modify inside signage, order/reorder brochures, restock current outreach materials, or for electronic signage, job fair displays, etc. Local areas are expected to utilize allowable funds that are reasonable and necessary or budgeted line items towards expenditures modifying and/or upgrading their outreach materials to convey the unified branding message. Note that local areas are not required to discontinue using their current outreach materials. However, they are expected to incorporate the Ohio Means Jobs brand on all new and reproduced materials. Further, going forward, the new branding requirements will be incorporated in the Workforce Investment Board grant agreements.
] 

(3)	Initial assessment of skill levels, aptitudes, abilities and supportive services needs.  SEE MORE INFORMATION BELOW REGARDING SUPPORTIVE SERVICES NEEDS.
(4)	Career counseling.
(5)	Job search and placement assistance.
(6)	Provision of employment statistics and job information.
(7)	Provision of performance information on eligible providers of training services, youth activities, and adult education.
(8)	Provision of information on local area performance.
(9)	Provision of information on availability of supportive services.  SEE MORE INFORMATION BELOW REGARDING SUPPORTIVE SERVICES NEEDS.
(10)	Provision of information regarding filing Unemployment Insurance (UI) claims.
(11)	Assistance in establishing eligibility for welfare to work activities and programs of financial assistance for training and education programs.
(12)	Follow-up services including counseling for individual placed into unsubsidized employment for at least 12 months following placement (20 CFR section 663.150).
c.	Intensive Services - The following are intensive services (29 USC 2864(d)(3); 20 CFR section 663.200):
(1)	Specialized assessments including diagnostic testing, in-depth interviewing, and evaluation.
(2)	Development of employment plan.
(3)	Group counseling.
(4)	Individual counseling and career planning.
(5)	Case management.
(6)	Pre-vocational services, including workplace behavior skills training.
SEE MORE INFORMATION BELOW REGARDING INTENSIVE SERVICES.
d.	Training Services - The following are training services (29 USC 2864(d)(4); 20 CFR section 663.300):
(1)	Occupational training.
(2)	On-the-Job-Training (OJT) (Employers may be reimbursed up to 50 percent of the wage rate of an OJT participant for the extraordinary costs of providing the training and additional supervision related to the OJT.  The employer is not required to document its extraordinary costs (20 CFR section 663.710)).
(3)	Skill upgrading.
(4)	Entrepreneurial training.
(5)	Job readiness training.
(6)	Adult literacy.
(7)	Customized training (Customized training is designed to meet the special needs of an employer.  Such employers are required to pay at least fifty percent of the training (20 CFR section 663.715)).  
SEE MORE INFORMATION BELOW REGARDING TRAINING SERVICES.
e.	At the discretion of the State and Local Boards the following services may be provided (29 USC 2864(e)):
(1)	Customized screening and referral.
(2)	Supportive services, including needs related payments. 

f.	For each participant, each level of services (i.e. core, intensive, training) must be completed before moving to the next level of service.  (Source: See “Eligibility Section” and Section 134 of the Act for a description of these requirements)

An Individual Training Account is established on behalf of a participant.  WIA Title I adult and dislocated workers “purchase” training services from eligible providers they select in consultation with the case manager.  Payments from ITA’s may be made in a variety of ways, including the electronic transfer of funds, through financial institutions, vouchers, or other appropriate methods.  Payments may also be made incrementally; through payment of a portion of the costs at different points in the training course.  (Section 134 (d)(4)(G) of the Act.)

Each local area is responsible for maintaining records for each ITA.  Each Workforce Policy Board of the local area is responsible for establishing recordkeeping policies and procedures for the ITAs.  The actual maintenance of the ITA records may be performed by a variety of entities, such as a CDJFS.  An ITA is not a separate cash account, it is simply a record of cash authorized and services “purchased” for an eligible participant. 

In general, ITAs are used for tuition, the price or payment for instruction. However, tuition may include access to non-instructional services as a part of the price of tuition. Tuition may include access to services and facilities such as childcare, restrooms, parking, first aid, etc. For example, community colleges typically provide students many services that are not instructional for the cost of tuition. Nevertheless, an ITA may not be used to purchase stand-alone supportive services.

As a matter of clarification, supportive services may be provided to participants that are enrolled in training in accordance with the provisions of WIA and Title 20 of the Code of Federal Regulations.

Exceptions to the use of ITAs as addressed in Section 134 (d)(4)(G)(ii) of the Act:
(ii) EXCEPTIONS – Training services authorized under this paragraph may be provided pursuant to a contract for services in lieu of an individual training account if the requirements of Section 134 (d)(4)(F) are met and if-
(I) such services are on-the-job training provided by an employer or customized training;
(II) the local board determines there are an insufficient number of eligible providers of training services in the local area involved (such as in a rural area) to accomplish the purposes of a system of individual training accounts, or;
(III) the local board determines that there is a training services program of demonstrated effectiveness offered in the local area by a community-based organization or another private organization to serve special participant populations that face multiple barriers to employment.

Section 134 (d)(4)(F)

(F) CONSUMER CHOICE REQUIREMENTS-
(i) IN GENERAL.-Training services provided under this paragraph shall be provided in a manner that maximizes consumer choice in the selection of an eligible provider of such services.
(ii) ELIGIBLE PROVIDERS.-Each local board through one-stop centers referred to subsection (c), shall make available-
(I) the State list of eligible providers of training services required under section 122 (e), with the description of the programs through which the providers may offer the training services, and the information identifying eligible providers of on-the-job training and customized training required under section 122 (h); and
(II) the performance information and performance cost information relating to eligible providers of training services described in subsections (e) and (h) of section 122.

DISASTER RELIEF EMPLOYMENT AND ASSISTANCE REQUIREMENTS-(per Section 173 (d) of the Act)
(d) (I) IN GENERAL-Funds made available under subsection (a)(2)—

(A) shall be used to provide disaster relief employment on projects that provide food, clothing, shelter, and other humanitarian assistance for disaster victims, and projects regarding demolition, cleaning, repair, renovation, and reconstruction of damaged and destroyed structures, facilities, and lands located within the disaster area;
(B) may be expended through public and private agencies and organizations engaged in such projects; and
(C) may be expended to provide employment and training activities.

Section 193.  USE OF CERTAIN REAL PROPERTY.
(a) IN GENERAL-Notwithstanding any other provision of law, the Governor may authorize a public agency to make available, for the use of a one-stop service delivery system within the State which is carded out by a consortium of entities that includes the public agency, real property in which, as of the date of the enactment of the Workforce Investment Act of 1998, the Federal Government has acquired equity through the use of funds provided under title III of the Social Security Act (42 U.S.C. 1103 (c)), or the Wagner Peyser Act (29 U.S.C. 49 et seq.)

(b) USE OF FUNDS.-Subsequent to the commencement of the use of the property described in subsection (a) for the functions of a one-stop service delivery system, funds provided under the provisions of law described in such property, or to pay operating and maintenance expenses relating to such property in proportion authorized under such provisions of law.

3.	Local Activities - Subtitle B Youth Activities
a.	Youth activities can provide a wide array of activities relating to employment, education and youth development.  With the exception of the design framework component (e.g., services for intake, objective assessment, and the development of individual service strategy), these activities must be obtained by grant or contract with a service provider.  The activities include but are not limited to the following (29 USC 2843 and 2854(c)(2); 20 CFR sections 664.405(a)(4) and .410): 
(1)	Tutoring, study skills training, and instruction leading to completion of secondary school, including dropout prevention strategies.
(2)	Alternative secondary school services.
(3)	Summer employment opportunities that are directly linked to academic and occupational learning.
(4)	Paid and unpaid work experience, including internships and job shadowing.
(5)	Occupational skills training.
(6)	Leadership development opportunities, including community service and peer-centered activities encouraging responsibility and other positive social behaviors.
(7)	Supportive services.
(8)	Adult mentoring for a period of participation and a subsequent period, for a total of not less than 12 months.
(9)	Follow-up services.
(10)	Comprehensive guidance and counseling, including drug and alcohol abuse counseling and referral.
b.	Funds allocated to a local area for eligible youth shall be used for programs that (20 CFR section 664.405):
(1)	Objectively assess academic levels, occupational skills levels, service needs (i.e., occupational, prior work experience, employability, interests, aptitudes), and supportive service needs of each participant;
(2)	Develop service strategies that identify an employment goals, achievement objectives, and the appropriate services needed to achieve the goals and objectives for each participant; and 
(3)	Provide post-secondary education preparation, linkages between academic and occupational learning, preparation for unsubsidized employment opportunities, and effective connections to intermediaries with strong links to the job market and local and regional employers.

4.	Activities Unallowed – All WIA Programs
WIA Title I funds may not be used for the following activities: 
a.	Construction or purchase of facilities or buildings (20 CFR section 667.260), with the following exceptions:
(1)	Providing physical and programmatic accessibility and reasonable accommodation, as required under section 504 of the Rehabilitation Act of 1973, as amended, and the Americans with Disabilities Act of 1990, as amended (20 CFR section 667.260(a)).
(2)	Repairs, renovations, alterations and capital improvements of SESA real property and JTPA-owned property which is transferred to WIA Title I programs (20 CFR section 667.260(b)).
(3)	Disaster relief employment on projects for demolition, cleaning, repair, renovation, and reconstruction of damaged and destroyed structures, facilities, and lands located within a disaster area (WIA Section173(d); 29 USC 2918(d); 20 CFR section 667.260(d)). 
b.	Employment-generating activities, economic development activities, investment in revolving loan funds, capitalization of businesses, investment in contract bidding resource centers, and similar activities, unless they directly relate to training for eligible individuals.  Employer outreach and job development activities are considered directly related to training for eligible individuals (WIA Section 181(e); 29 USC 2931(e); 20 CFR section 667.262). 
c.	The employment or training of participants in sectarian activities.  Participants shall not be employed in the construction, operation, or maintenance of a facility that is or will be used for sectarian instruction or as a place for religious worship.  However, WIA funds may be used for the maintenance of a facility that is not primarily or inherently devoted to sectarian instruction or religious worship if the organization operating the facility is part of a program or activity providing services to WIA participants. (WIA Section 188(a)(3); 29 USC 2938(a)(3); 20 CFR section 667.266).
d.	Encouraging or inducing the relocation of a business or part of a business from any location in the United States if the relocation results in any employee losing his or her job at the original location (20 CFR section 667.268).
e.	Providing customized training, skill training, or on-the-job training or company specific assessments of job applicants or employees of a business or a part of a business that has relocated from any location in the United States, until the company has operated at that location for 120 days, if the relocation resulted in any employee losing his or her job at the original location (20 CFR section 667.268(a)).
f.	Paying the wages of incumbent employees during their participation in economic development activities provided through a statewide workforce investment system (WIA Section 181(b)(1); 29 USC 2931(b)(1); 20 CFR section 667.264(a)(1)).
g.	Public service employment, except to provide disaster relief employment, as specifically authorized in section 173(d) of WIA (WIA Section 195(10); 29 USC 2945(10); 20 CFR section 667.264(a)(2)).
h.	Other Requirements and Restrictions (Source:  Section 181 of the Act)
(a)(1) IN GENERAL.—Individuals in on-the-job training or individuals employed in activities under this title shall be compensated at the same rates, including periodic increases, as trainees or employees who are similarly situated in similar occupations by the same employer and who have similar training, experience, and skills, and such rates shall be in accordance with applicable law, but in no event less than the higher of the rate specified in section 6(a)(1) of the Fair Labor Standards Act of 1938 (29 U.S.C. 206(a)(1)) or the applicable State or local minimum wage law. 
(b)(2)  PROHIBITION.—A participant in a program or activity authorized under this title (referred to in this section as a ‘‘specified activity’’) shall not displace (including a partial displacement, such as a reduction in the hours of nonovertime work, wages, or employment benefits) any currently employed employee (as of the date of the participation). 
(d)(3) Funds cannot be used to encourage a business to relocate if relocations would result in the loss of employment of those at the original location.

General Program Requirements (Section 195 of the Act)
(2)  Funds shall only be used for activities that are in addition to those that would otherwise be available in the local area.
(3)  Local areas may agree to share costs, if approved by each participating local Board.
(5)  No person or organization shall charge an individual a placement or referral fee.
(6)  Political activities are prohibited.

5.	Activities Unallowed - All Subtitle B Statewide and Local Programs
Funds available to States and local areas under Subtitle B may not be used for foreign travel (29 USC 2931(e)). 

(Source:  2015 OMB Compliance Supplement, Part 4; WIA Act http://www.doleta.gov/regs/statutes/wialaw.pdf ; 20 CFR 667 http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&tpl=/ecfrbrowse/Title20/20cfr667_main_02.tpl) 


Additional Program Specific Requirements

Rapid Response System

All local WIBs and OhioMeansJobs systems that have agreed to be a part of the local area rapid response service delivery system must have the following array of rapid response services available, as needed, for local employers and impacted workers:
· Preliminary steps upon notification of potential event (notification, research, initial contact, strategy meeting)
· Initial employer meeting
· Plan for services
· Rapid response worker orientation
· Additional rapid response services
· Transition to local OhioMeansJobs Center services
· Post rapid response follow-up

The above list represents the minimum services that must be readily available. A complete list of rapid response activities is found in WIA regulations, 20 CFR 665.310.

(Source: ODJFS Rapid Response Procedure Manual, revised 10/1/14, pg. 11-13, available at: http://www.ohiored.gov/Misc/RRProcedureManual.pdf


Waiver on Individual Training Accounts (ITA) for Youth Participants
The Workforce Investment Act, Public Law 105-220, dated August 7, 1998, Section 134 (d) (4) (G) requires the use of an ITA for training services for the adult and dislocated worker programs. WIA, 20 Code of Federal Regulations, Section 664.510 allows youth, who are 18 years of age and above, to use an ITA for training services if they are co-enrolled in the adult and/or dislocated worker programs. 
On June 7 2011, the U.S. Department of Labor (DOL) granted Ohio a waiver extension allowing the use of ITAs for older and out-of-school youth participants without co-enrolling in the adult and/or dislocated worker program for training services requiring an ITA. An extension of this waiver has been granted through June 30, 2017.
(Source: ODJFS WIA Policy Letter 10-02.2, dated March 4, 2014, re: Waiver on ITA for Youth Participants, available at:  http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?docLoc=C%3A%2Fodjfs%2FReady4Build%2F99_WIA.htm%3ASRC%23%2F1%2F2%2F1%2F7%2F18%2F1&locSource=input&docId=Document(storage%3DREPOSITORY%2CdocID%3D%23token-range(16707932-16771031))&showHits=true&queryId=guest14120120586261412012102438&titleIndx=17&version=8.0.0)

Needs-Related Payments (NRPs) – WIA Adult/Dislocated Worker Formula Funds

NRPs provide financial assistance to participants for the purpose of enabling individuals to participate in training programs, and are one of the supportive services authorized by WIA section 134(e)(3). Federal regulations require that payments must be based on financial need.

Adult/Dislocated Worker formula funded NRPs are an allowable support service where authorized by local workforce investment boards. It is a local WIB decision to allow or prohibit the payment of NRPs. The local WIB supportive service policy must indicate whether or not NRPs are available to eligible participants.

(Source: ODFJS WIA Policy Letter 08-14, dated August 10, 2009, re: Needs-Related Payments (NRPs) – WIA Adult/Dislocated Worker Formula Funds, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL0814%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL0814&username=guest&password=guest&publicationName=emanuals; Federal Register / Vol. 69, No. 81 / Tuesday, April 27, 2004 / Notices; Workforce Investment Act of 1998, Public Law 105-220, August 7, 1998, WIA Section 134; 20 CFR Part 652 et al. Sections §663.815, §663.820, §663.825, §663.840, §667.272(c), §671.140; TEGL No. 17-05; Lower Living Standard Income Level (LLSIL) Guidelines – 2009; TEGL No. 7-99) 


Layoff Aversion Incumbent Worker Training (IWT) with Local Formula Funds under Waiver Authority

Waiver authority has allowed local WIBs to use up to [20% dislocated worker formula funds] to provide incumbent worker training (IWT). The United States Department of Labor (USDOL) is requiring that all IWT conducted under this waiver must be for layoff aversion. Due to the success of local incumbent worker training programs in the past, the state is continuing to utilize the waiver authority.

Local dislocated worker formula funds appropriated annually for the program year may be used to fund an incumbent worker training program.  A WIB may utilize the incumbent worker waiver at any time during the program year (July 1st – June 30th).

Business closings, downsizings, and mass layoffs can occur for a variety of reasons in periods of both economic expansion and economic decline. Training incumbent workers to upgrade their skills can prevent worker dislocation and avoid a layoff. In conjunction with rapid response services provided by the state, layoff aversion can involve a range of strategies that may be used to prevent dislocations and business downsizing or closures.

Layoff aversion strategies for workers may include:
1. providing workers with training services to assist them with retaining their present jobs, or placement into new jobs, or
2. retraining workers with new technologies within the same company, when the company is at risk of closure or downsizing.

Appropriate data that includes a comprehensive business retention/layoff aversion plan must be available to verify the need for layoff aversion services for monitoring documentation purposes.

Allowable costs may include:
· instructor / trainer salaries
· curriculum development, textbooks, manuals, training software, materials and non-consumables
· other necessary and reasonable costs directly related to training

Unallowable costs include but are not limited to:
· foreign travel,
· purchase or lease of capital equipment,
· encouragement or inducement of a business or part of a business to relocate from any location in the United States,
· use of IWT funds to pay for a worker's training wages
· use of IWT funds to train management employees in management skills such as Six Sigma and LEAN.

Allowable types of training for incumbent workers:
· Skills upgrade training: short-term training that enhances occupation-specific skills or basic skills that lead to a credential/certificate. See TEGL 17-05.
· Customized training: see WIAPL 09-07 for details; minimum employer match of 10% required depending on number of employees. Reimbursements of trainee wages are disallowed.
· Occupational skill training (ITAs): training that leads to a credential or a certificate as defined in TEGL 17-05 (subject to local policy established by local area boards).

C. Eligibility for Participating Businesses

Local IWT is one of many business services offered through local WIBs, ODOD, and other stakeholders. Based upon a thorough assessment, it may be determined that a business could be better served through a program not funded under this activity. Therefore, it is important to gather sufficient information to determine the appropriate mix of services to meet the business' needs.

There are also businesses that should not participate in this initiative due to past or current violations of local, state, or federal law; unfair labor practices; and other conditions identified during the course of conducting initial employer assessments and reviewing contract requirements, assurances, and certifications with the local WIB designee. Businesses that fail to meet any of the following six qualifying criteria are not eligible to receive funds for incumbent worker training:
1. Businesses must not be presently debarred, suspended, proposed for disbarment, declared ineligible, or voluntarily excluded from participation in transactions by USDOL or the State of Ohio.
2. Businesses shall not have any outstanding tax liability to the State of Ohio.*
3. Businesses must ensure that they are not on the most recent list established by the Ohio Secretary of State that would identify them as having more than one (1) unfair labor practice contempt of court finding.
4. Ohio businesses must have all of the approvals, licenses, or other qualifications needed to conduct business in the state and all must be current. Should this status change during the course of the local IWT program activities and the business is disqualified from conducting business in Ohio, all training under the IWT program must cease.
5. Governmental entities, including the city, county and state, may not participate in the local IWT program. Health care providers that are operating as not-for-profit entities are the only allowable exceptions to this prohibition.
6. Businesses that have relocated to Ohio and have laid-off workers at their former location in the United States may not be considered for this program until they have been in operation at the new location for 120 days.
7. Businesses must not have any outstanding civil, criminal or administrative fines or penalties owed to or pending in the state of Ohio.

* WIBs will require the businesses to disclose any known outstanding tax liabilities with other states prior to entering into contract. The local WIB may consider existing out-of-state violations when determining eligibility to receive incumbent worker training funds.

E. Training Provider Considerations
The University System of Ohio (USO), community colleges, vocational schools, technical schools, licensed private institutions, and training providers on Ohio's statewide WIA Eligible Training Provider (ETP) list should be used whenever possible. However, WIBs may enter into a contract for services, rather than using an ITA, if there are an insufficient number of eligible training providers on the ETP list to conduct the proposed training.

Training providers without satisfactory past performance, accreditation, curricula that lead to credentials, relevant training experience, accredited instructors, high job placement rates, and or high training completion rates, should be avoided.
The training facility should provide an environment that supports learning and be within reasonable proximity to the trainees so the cost and time required for travel is minimized.

(Source: ODJFS WIA Policy Letter 09-09.5, dated May 14, 2014, re: Layoff Aversion Incumbent Worker Training (IWT) with Local Formula Funds under Waiver Authority, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?docLoc=C%3A%2Fodjfs%2FReady4Build%2F99_WIA.htm%3ASRC%23%2F1%2F2%2F1%2F7%2F21%2F1&locSource=input&docId=Document(storage%3DREPOSITORY%2CdocID%3D%23token-range(16707932-16771031))&showHits=true&queryId=guest14120120586261412012102438&titleIndx=20&version=8.0.0 ; DOL waiver approval letter, June 30, 2010; DOL Training and Employment Guidance Letter (TEGL) 26-09, May 12, 2010; DOL Training and Employment Guidance Letter (TEGL) 30-09, June 08, 2010; DOL waiver approval letter, November 12, 2009; Office of Workforce Development, Waiver Request Plan, July 24, 2009; DOL Training and Employment Guidance Letter (TEGL) 14-00, Change 3, August 24, 2009; DOL Training and Employment Guidance Letter (TEGL) 18-05, March 6, 2006; Federal Register 20 Code of Federal Regulations, Final Rules, August 11, 2000, Sections 661.400, 661.420(c) and (e), 663.245, 663.145, 665.220, 667.220, 667.262, 663.715, and 667.264; Workforce Investment Act (WIA) of 1998, Public Law 105-220, August 7, 1998, Sections 129(b), 134, 181(e) and 189 (i)(4)(B); DOL Training and Employment Guidance Letter (TEGL) 13-07, December 11, 2007; Office of Workforce Development Memo, June 2, 2008, John B. Weber)


Salary and Bonus Limitations

Public Law 109-234 section 7013, enacted on June 15, 2006, limits the salary and bonus payments to individuals from funds appropriated to the ETA.  Training and Employment Guidance Letter (TEGL) 5-06, issued on August 15, 2006, provides further details on the implementation of Public Law 109-234. 

The limit for salary and bonus payments to individuals funded from any ETA program, grant or contract is set at the rate of the Executive Level II. A salary table providing this rate is listed on the Federal Office of Personnel Management Web site: www.opm.gov.  These levels and the web site are revised annually. The 2015 pay tables for Executive and Senior Level Employees are available at: http://www.opm.gov/policy-data-oversight/pay-leave/salaries-wages/2015/executive-senior-level .  The sum of all bonuses received over the previous 12-month period when added to the employee’s salary may not at any time exceed this limitation.

For example, an employee paid at a rate of $162,000 may not receive bonuses in any 12-month period that exceeds $3,200, assuming the limitation of $183,300.  If an individual works part time, let’s say 60% of the time on any program funded by the ETA, then his/her salary and bonus payments may not be more than 60% of the Executive Level II, or $109,980. 

The limitation in this WIATL applies to funds used by recipients and subrecipients to pay for salaries or bonuses regardless of whether these are considered as direct or indirect costs. Recipients are entities that directly or indirectly receive contracts or grants from ETA. If an individual’s payments include only a portion of ETA appropriated funds, this limit pertains to that portion. Thus, if an employee spends 25% of the time on an ETA funded program, the limit for this individual ETA funded salary is 25% of the Executive Level II.

The limit pertains to programs that received appropriations through the ETA, even if these programs are administered by another agency. The Veterans Employment and Training Service (VETS) programs that are funded by ETA are subject to the salary and bonus limitations. Conversely, programs funded by H-1B grants, Disaster Unemployment Assistance (DUA) program, and WIA incentive grants that are financed only through the Department of Education (DOE), are not subject to ETA appropriations and are not affected by this limit. 

TEGL 5-06 affects recipients, sub-recipients, contractors and sub-contractors, but it does not apply to vendors that provide goods and services to other entities, and to ETA funded programs. The determination of whether an organization is a sub-recipient or a vendor is based on the substance of the relationship. For instance, when deciding whether a vendor or sub-recipient relationship exists, no one factor should be taken in isolation; all the applicable criteria should be reviewed. However, under no circumstances should a designation of vendor be made for providers that have a financial or performance requirement related to eligibility or selection of participants. The designations of sub-recipient and vendor relate to type of product or service provided, and not to the type of agreement document used or whether that agreement is called a contract or a subgrant.

(Source: ODJFS WIA Transmittal Letter 25, dated December 20, 2006, Re: Salary and Bonus Limitations, available at: http://www.odjfs.state.oh.us/lpc/calendar/fileLINKNAME.asp?ID=WIATL25; Emergency Supplemental Appropriations Bill, Public Law 109-234, June 15, 2006; USDOL, Training and Employment Guidance Letter (TEGL) 5-06, August 15, 2006)


Waiver Authority for Employer Match Related to Customized Training
Overall, customized training is training designed to meet the needs of a specific employer, or group of employers (employer consortiums). It can be provided for the introduction of new technologies, or to new production or service procedures, upgrading existing skills, workplace literacy, or other appropriate purposes identified by the local WIB. The employer must commit to employ, or continue to employ, the worker(s) upon successful completion of any form of customized training.

Customized training agreements may be written for unemployed as well as employed workers. Employed workers may include full-time, part-time, and/or workers placed through private placement agencies.

The private placement agency and the placement employer should be included in the contract when offering customized training to employers that want to include workers placed through private placement agencies. This is to ensure that all parties agree that successful completion of the customized training will include the placement of the trainees into permanent employment.

Unless the trainee is unemployed, in order to participate in customized training, an "employer-employee" relationship must exist between the trainee and the business that is seeking local WIB approval to perform customized training. Individual workers who are independent contractors are not eligible to participate in customized training. Independent contractors fall under the category of self-employment. Trainees must meet the definition of employment found in the Ohio Administrative Code (OAC) 4141-3-05.

Customized training is one of several types of allowable training identified in Section 134(d)(4) of WIA. This training may be offered to individuals under local area formula-funded programs or as a type of incumbent worker training, conducted at the local level under waiver authority. As a type of training offered in local formula-funded programs, participants must meet all eligibility requirements, and receive both a core and an intensive service prior to the start of customized training. Local WIBs/employers need not adhere to the regulatory eligibility requirements, when serving incumbent workers through programs operated under waiver authority, as they are considered statewide activities and not subject to the same eligibility and sequence of service rules as regular formula-funded program participant services.

Regardless of the target group for services (incumbent workers or formula-funded participants), all other requirements of customized training apply, as described in this issuance. This includes the sliding scale, which allows an employer to pay less than 50% of the cost of training, depending on the total number of employees.

Training providers for customized training either need to be included in the ETP Online System in OWCMS (OHIO WORKFORCE CASH MANAGEMENT SYSTEM), or must be competitively procured. For training providers not in the ETP Online System, local WIBs will need to follow proper procurement procedures as identified in Fiscal Administrative Procedure Manual Transmittal Letter (FAPMTL) No. 14, Acquisition Standards Definitions and Procurement Requirements, or local procurement policies if they are more restrictive.

ODJFS reserves the right to review and approve proposed exceptions to the requirements identified in this issuance, on a case-by-case basis. 

A. Utilizing the Employer Reimbursement Waiver
1. Sliding Scale
This waiver is available immediately. Local WIBs may choose to implement this waiver of a reduction of the 50% match. If so, the employer match will be based upon the following sliding scale.

a) 1-50 employees - Employer match of no less than 10%
b) 51-100 employees - Employer match of no less than 25%
c) 100+ employees - Employer match of 50% - as per current statutory requirements continue to apply

Head count: The following guidelines should be applied while determining head count at a local operation:
· Include all full time and part time workers and temporary and permanent workers at the work site including all managers and front line workers,
· Include any individuals employed by a staffing agency who are subject to the day to day control of the host employer,
· Do not use "FTE's." Every worker counts as "1,"
· Include individuals employed within the same local operation,
· Do not include individuals employed by and subject to the day to day control of other employers or independent contractors,
· Use the best, good faith estimate given by the employer on the day when the customized training screening form is completed.

Local areas should use reasonable judgment in determining head count, along with being consistent and documenting their methodologies. The determination for head count is applied while completing the employer information form and need not be updated unless the employer so requests or until the customized training agreement expires. Thus, if a small employer becomes a large employer in the midst of the customized training agreement period, the employer reimbursement rate will remain unchanged until the agreement expires.

For the purposes of determining head count, local operation is the employer size where the customized training placements will be made. For instance, a hotel chain that employs thousands nationwide, but only 40 at its company in the targeted region, may be eligible for reimbursement up to 90%, when reimbursement is determined based on size.

The number of workers to be counted in determining the customized training sliding scale shall include the workers at all worksites within an employer's local operation. In determining the geographic boundaries that define the employer's local operation, local areas should use their best judgment based on analysis of each employer's size and structure.

2. Selection Criteria and Local Policy
Local WIBs must establish policies if they choose to implement this waiver. Local policies should include any selection criteria for awarding customized training contracts, such as industry type, cost, demand occupation, increase in earnings, career advancement, portable skills, retention, etc. WIBs without a policy that includes the criteria above will be assumed to require a 50% employer match for all customized training activities.

IN NO INSTANCE MAY THE EMPLOYER PROVIDE A MATCH OF LESS THAN 10% OF THE COST OF TRAINING

B. Customized Training
1. Customized training means training:
a) That is designed to meet the special requirements of an employer (including a group of employers);
b) That is a participant/trainee service and a business service;
c) That is conducted with a commitment by the employer to employ or continue to employ an individual upon successful completion of the training;
d) That enable trainees to obtain industry or employer-recognized skills identified by the employer (or group of employers);
e) For which the employer pays for not less than 50% of the cost of the training, except as set forth in Section IV. B. 1. (f) below;
f) That requires a 50% employer match, unless a lesser percent match is warranted and approved by the local WIB. (Please refer to Section IV. A, above); and
g) For which an agreement has been negotiated and signed. The agreement must identify the occupation(s) of trainees, the skills and competencies to be learned, and the length of time the training will be provided. The agreement must specify what the employer will pay for the employer match portion for the cost of the training and according to what payment percent and method.

2. The Local WIBs Must:
a) Develop a local policy if they choose to implement the sliding scale and include any additional selection criteria;
b) Obtain commitments from participating employers to include, at a minimum:
i. That successful completion of the customized training will result in portable skills, and retention and placement of the trainee into permanent employment that offers good pay and benefits, with opportunities for career advancement;
ii. That continued training will be provided for trainees who need help with remedial skills or other skills in order to retain their jobs; after completion of customized training; and
iii. That training will be aligned with industry or employer recognized skill standards, as defined by the WIB and/or the employer.

3. Agreement Provisions for Customized Training
a) Good and effective agreements should include:
i. The occupation for which training will be provided; the skills and competencies to be achieved and the length of time for the training;
ii. The number of employees to be trained;
iii. The employer's assurance that customized training is needed, based upon the individual skill sets of trainees;
iv. The method and maximum amount of reimbursement (employer match);
v. Job description(s) of the trainees and a training outline;
vi. The cost and documented description of any ancillary items or supportive services that may be needed; and
vii. Other appropriate training outcomes related to the training (i.e. increases in earnings).
b) Customized training agreements are to contain appropriate assurances and certifications as specified in this issuance.
c) Written endorsement from a union official is required when the workplace is covered by a collective bargaining agreement.
d) When working with a group of employers (employer consortiums), the local WIB may decide with whom to contract and the details set forth therein. If the consortium is a legal entity and the participating employers are in agreement on their match requirements, the local WIB may contract with the consortium directly and accordingly, the match requirement would be paid by the consortium. It is also allowable to enter into individual contracts with each participating employer. Regardless of what entity the contract is with, all requirements, expected outcomes, and assurances described in this issuance must be met.

4. Business Considerations for Customized Training
a) A WIB must not enter into a customized training agreement with an employer who has exhibited a pattern of failing to retain individuals after successful completion of the customized training.
b) Businesses should be current on their local, state and federal tax obligations and compliant with all environmental requirements. Only businesses that are not presently debarred, suspended, or proposed for disbarment by any State or federal department or agency should be considered for training. Several websites that may be helpful in checking tax, environmental compliance, and debarment status are located at the end of this issuance, in Section VI.
c) A customized training contract that would prevent a layoff or avert a business closure should be given priority consideration. Businesses that provide additional sources of funding to support the training make strong candidates.
d) Businesses that have employees in a lay-off status should not be considered for customized training unless the training would avert additional layoffs.
e) Businesses that have relocated to Ohio and laid-off workers at their original location in the United States may not be considered for customized training, until they have been in operation at the new location for 120 days.
To verify that a business is not relocating employment from another area, a Pre-award review must be undertaken and documented by the local WIB. The Review must include the names under which the establishment conducts business, including predecessors and successors in interest; the name, title, and address of the company official certifying the information, and whether WIA assistance is being sought in connection with past or impending job losses at other facilities of their company. The pre-award review should also include a review of whether appropriate notices have been filed, as required by the Worker Adjustment Retraining Notification (WARN) Act. The review may also include consultations with labor organizations and others in the affected local area(s).

5. Training Considerations for Customized Training:
a) Training for customized training will address:
i. Occupations in industries that have documented skill shortages. High wages, high costs for recruitment, and/or positions that remain unfilled for long periods of time may indicate a shortage of skills within the workforce; and
ii. Developing the skills of the workforce so as to lead to enhanced career pathways for individual employees.
b) Training providers should have satisfactory past performance, accreditation, curricula that lead to credentials, relevant training experience and programs, accredited instructors, high job placement rates, and/or high training completion rates. Training providers should also meet acceptable minimum retention rates for trainees in their field or occupation of training.
c) The training facility should provide an environment that supports learning and be within reasonable proximity to the participant. The training may take place in the business owned facility, a training provider's facility, or combination of sites.

6. Employer Match Requirements

Should a local WIB choose to lower the 50% match requirement, the local WIB must utilize the sliding scale described in Section IV. A. to determine the appropriate match. Local WIBs may add other selection criteria to the sliding scale if they so choose. Also, local WIBs decide if the employer match is cash or in-kind. In-kind match must benefit the training and must be documented. Also, the employer match cannot include federal, state, or other grant funds.

Step 1 is to identify the individual training items and establish the total training budget. These items may include, but are not limited to, items in Section IV.7. This budget may include trainee wages while attending training and the wages can count for the employer match. But, the WIA costs cannot include trainee wages.

Step two calculates the employer match and the WIA cost. This calculation varies based upon allowable and unallowable WIA costs. Typically, the variable is the trainee wages.

If trainee wages are less than or equal to (</=) the employer match, an adjustment is not necessary. Just multiply the total budget by the selected percentage (%) to establish the Employer and WIA expense. See Scenario 1.

If trainee wages are greater (>) than the employer match, an adjustment is necessary to prevent unallowable WIA costs. When calculating the employer match and the WIA costs, subtract the excess wages over selected percentage. See Scenario 2.

Note: In both scenarios, the selected percentage is 50%. 

Scenario 1: Trainee wages are less than or equal to (</=) the employer match.

	Step 1: Identify training budget 
	Amount
	Total

	Instructor/Trainer Salary
	$800
	

	Curriculum Development
	$0
	

	Textbooks, Instructional Equipment, Manuals, Materials and Supplies
	$200

	

	Trainee Wages (e.g. 10 trainees x $12.50/hour for 8 hours)
	$1,000
	

	Other
	$0
	

	Total Training Budget
	
	$2,000

	

	Step 2: Calculate employer match and WIA costs 
	Amount
	Total

	Initial Employer Calculation (50% of Total Training budget)
	$1,000
	

	Net Employer Match
	
	$1,000

	
	
	

	Initial WIA Calculation (50% of Total Training Costs)
	$1,000
	

	Net WIA Cost 
	
	$1,000




Scenario 2: Trainee Wages are greater (>) than the employer match.

	Step 1: Identify training budget 
	Amount
	Total

	Instructor/Trainer Salary
	$800
	

	Curriculum Development
	$0
	

	Textbooks, Instructional Equipment, Manuals, Materials and Supplies
	$200
	

	Trainee Wages (e.g. 10 trainees x $15.00/hour for 8 hours)
	$1,200
	

	Other
	$0
	

	Total Training Budget
	
	$2,200

	
	
	

	Step 2: Calculate employer match and WIA Expense
	Amount
	Total

	Initial Employer Calculation (50% of Total Training Costs)
	$1,100
	

	Less Adjustment for wages over 50%
	-$100
	

	Net Employer Match
	
	$1,000

	

	Initial WIA Calculation (50% of Total Training Costs)
	$1,100
	

	Less Adjustment for wages over 50%
	-$100
	

	Net WIA Expense
	
	$1,000



7. Allowable Costs for Customized Training
Allowable costs may include only costs directly related to training. Examples of allowable costs include, but are not limited to the following:
a) Instructor's / trainer's training-related wages; 
b) Curriculum development; and
c) Textbooks, instructional equipment, manuals, materials and supplies.

8. Unallowable Costs for Customized Training
Unallowable costs include but are not limited to:
a) Trainees' benefits/fringes;
b) Wages of trainees while attending customized training;
c) Costs that are not directly related to customized training for eligible individuals under Title I;
d) Foreign travel; and/or
e) Purchase of capital equipment.

(Source: ODJFS WIA Policy Letter 09-07.4, dated March 6, 2014. Re: Customized training and guidelines for the employer match requirement from 50% to a sliding scale with a minimum of 10% under waiver authority available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?docLoc=C%3A%2Fodjfs%2FReady4Build%2F99_WIA.htm%3ASRC%23%2F1%2F2%2F1%2F7%2F23%2F1&locSource=input&docId=Document(storage%3DREPOSITORY%2CdocID%3D%23node-id(1749711))&titleIndx=22&version=8.0.0 )  

WIA requires the coordination of training costs with funds available under federal programs such as Pell Grants.  


Advance Payments of Tuition:

A. The WIA Areas must ensure their sub-recipients obtain the designated training provider’s standard policy regarding the amount of tuition that must be paid in advance to enroll or accept a client.
B. The Department of Labor, One-Stop Comprehensive Financial Management Technical Assistance Guide, Chapter II-6-9, states that “unless specifically required as a condition of attendance, as in a tuition payment required before beginning a formal training course, payment should not be made in advance of the receipt of services.”
C. Service providers should negotiate any advanced payments with the training provider in order to minimize out of pocket expense prior to the start of training.


Recovery of WIA Tuition and Training Refunds: 

A. The WIA Areas must ensure that each of their service providers are aware of their role and responsibility for recovery of WIA tuition and training refunds. 
B. When a client drops a class or is dropped from a class, the sub-recipient must verify with the training provider if the sub-recipient is eligible for a refund based on the refund policy of the training provider. 
C. The sub-recipient must have timely communication between the case and financial staff concerning clients that have dropped classes. They must ensure the prompt return of any refund due. 
D. Failure to recover these costs could result in an audit finding and disallowed costs which must be reimbursed to the State using non-federal funds. 

(Source:  U.S. Department of Labor, One-Stop Comprehensive Financial Management Technical Assistance Guide, page II-6-9 http://www.doleta.gov/grants/pdf/FinalTAG_August_02.pdf) 

Auditors should also be alert for third-tier delivery providers.  Subgrantee may claim compensation for performance based on lower-tier agencies actually providing uncompensated services that are readily available at no cost/lower cost to the subgrantee within the community. 

Example: A fixed-price or performance-based contract between a WIA Area agency and a provider specifies delivery of vocational training to result in specific achievement rates, including completions and training-related placements at a designated median wage rate. Results are to be compensated on incremental performance basis, with full delivery valued at $1,200 per participant. Six months into the contract period, monitoring of the contract by the WIA Area Agency reveals that the provider has hired no one to teach the vocational classes from which it is claiming compensation for completions and placements. The monitoring further reveals that (1) the entity actually providing the training is the local community college; (2) tuition, fees, books, and supplies total less than $200 per student; (3) all participants have been referred to the college by the provider; (4) the majority of participants are eligible for and receiving Pell grant assistance (U.S. Department of Education funds); and (5) according to interviews with a sample of participants, they all indicate having found their placements without assistance from the provider.

(Source:  U.S. Department of Labor, One-Stop Comprehensive Financial Management Technical Assistance Guide, page II-10-13 http://www.doleta.gov/grants/pdf/FinalTAG_August_02.pdf) 



Audit Costs:
Except for fiscal and administrative agents for WIA Areas, most WIA recipients cannot charge audit costs as a program cost to WIA.  Conversely, fiscal and administrative agents for WIA Areas receive an Administrative cost allocation (i.e., 10%) which can be used to pay for audit costs related to the fiscal or administrative agent.  Auditors should refer to the written agreement between the participating county and the administrative and/or fiscal agent for a description of the Administrative services provided for the county.  Counties may consult their legal counsel to determine if audit costs can be billed to the administrative or fiscal agent for recovery at the county level.  Otherwise, audit costs must be allocated to the general fund.

(Source:  ODJFS, Robert Cintala, cintar@odjfs.state.oh.us) 

AOS is also aware that a question has arisen about whether, for example, a veteran must use GI Bill benefits along with an individual training account.  The GI Bill benefits are earned benefits and not grants provided through a general federal program.  Title 20 of the Code of Federal Regulations (CFR) Section 663.320 requires the coordination of WIA training funds and other "grant assistance," although it does not define "grant."  According to the Veterans' Administration Educational Benefits web site, www.gibill.va.gov, GI educational assistance is a service benefit (analogous to health care benefits), not a grant.

Under WIA, the Local Workforce Investment Area must establish service priority criteria, and need is among those criteria.  Section 663.320(a)(2) of the CFR specifically limits the use of WIA training funds to those who "require assistance beyond that available under grant assistance from other sources...," (i.e., those who need the funding). As long as the WIA Area is consistent and fair to all potential clients (as required under OMB Circular A-87, Appendix A), it may take into consideration the availability of GI educational assistance in determining an individual's need, but it cannot require a client to apply for that or any other such assistance.

Additionally, there are several forms of military and veteran educational assistance (e.g., the Montgomery GI Bill).  Some forms seem more like grants than others, e.g., the "Tuition Top-Off" funds.  However, according to the Veterans' Administration, educational benefits may be used for any purpose, e.g., living expenses, as long as the veteran meets the eligibility requirements. The WIA funds are more restricted.  Therefore, AOS recommends that auditors determine whether such benefits and policies are being consistently and equitably applied across all individual by the WIA Area when determining the allowability of such costs.  
 
(Source:  AOS CFAE)

Additional Program Specific Requirements

The grant application, agreement, or policies may contain the specific requirements for activities allowed or unallowed.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Activities Allowed or Unallowed and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

1) Identify (and document) the types of activities which are either specifically allowed or prohibited by the laws, regulations, and the provisions of contract or grant agreements pertaining to the program.

2) When allowability is determined based upon summary level data (voucher summaries, etc.), perform procedures to verify that:
a) Activities were allowable.
b) Individual transactions were properly classified and accumulated into the activity total.

3) When allowability is determined based upon individual transactions, select a sample of transactions and perform procedures (vouch, scan, etc.) to verify that the transaction was for an allowable activity.

4) The auditor should be alert for large transfers of funds from program accounts, which may have been used to fund unallowable activities.

5) Accuracy of Individual Training Account (ITA) Balances

a.	Select a sample of ITAs.

b.	Determine that the training costs charged to an ITA meets the individual employment plan and is consistent with the provisions set forth in Section 663.240 of the Regulations.
(1) At a minimum, an individual must receive at least one intensive service, such as development of an individual employment plan with a case manager or individual counseling and career planning, before the individual may receive training services.
(2)The case file must contain a determination of need for training services under 663.310 of the Regulations, as identified in the individual employment plan, comprehensive assessment, or through any other intensive service received.

c.	Determine whether WIA funds are in addition to funds otherwise available (i.e. PELL, Perkins, Warn, Supplemental loan, Welfare-to-Work etc.) and that allocation of costs are consistent with Section  663.320 of the Regulations pertaining to coordination of WIA training funds and other grant assistance.

d.	Determine that amounts approved for payment were debited against the ITA.  (Do this in conjunction with step b.)

e.	Determine that amounts “credited” to ITAs comply with the program agreement.  (Note that credits do not represent cash posted to an actual account---to do so would violate cash management requirements, since the participant may not spend against her/his account for a period of time.  Instead, credits represent amounts each individual is permitted to spend).

f.	Crossfoot the ITAs to determine that the beginning balance, plus credits, less payments charged, equal the ending balance.

g.	Determine if WIA funds were advanced pending receipt of PELL funding and if so, whether or not appropriate reimbursement occurred as consistent with the provisions of Sec 134 (4)(B)(ii)  of the Act (Reimbursements).

h.	Determine if the fiscal agent reconciles or matches ITA debits to fund disbursements.

(The failure to have an adequate system or controls over ITA balances would be an A-133 reportable condition.

6) Memorandum of Understanding (MOU) / Cost sharing agreement WIA regulation 20 CFR 662.270 requires each partner to contribute a fair share of the operating costs of an OhioMeansJobs system proportionate to the use of the system by customers who are attributable to the partner’s program.   Cost allocation methodology must be consistent with the applicable OMB Circular.

a.	Review the cost sharing agreement from the MOU as it relates to WIA.  (That is, there should be an agreement describing how each partner will contribute their share of costs to operate the AJC.   You should inquire and read the MOU at your local area to see if it does include a cost sharing agreement.)  Normally the cost sharing agreement is an attachment, in spreadsheet form, to the MOU.

b.	Obtain / summarize actual disbursements to the AJC operator from the fund accounting records or other supporting worksheets.

c.	Determine that WIA’s actual contribution doesn’t exceed the percentage of costs agreed to in the MOU.

	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A.	Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B.	Assessment of Control Risk:

C.	Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D.	Results of Compliance (Substantive Tests) Tests:

E.	Questioned Costs:  Actual __________     Projected __________




	B.	Allowable Costs / Cost Principles

	Introduction

	The following OMB cost principles circulars prescribe the cost accounting policies associated with the administration of Federal awards by (1) States, local governments, and Indian tribal governments (State rules for expenditures of State funds apply for block grants authorized by the Omnibus Budget Reconciliation Act of 1981 and for other programs specified on Appendix I); (2) institutions of higher education; and (3) non-profit organizations.  Federal awards administered by publicly owned hospitals and other providers of medical care are exempt from OMB’s cost principles circulars, but are subject to requirements promulgated by the sponsoring Federal agencies (e.g., the Department of Health and Human Services’ 45 CFR part 74, Appendix  E).  The cost principles applicable to a non-Federal entity apply to all Federal awards received by the entity, regardless of whether the awards are received directly from the Federal Government, or indirectly through a pass-through entity.  The circulars describe selected cost items, allowable and unallowable costs, and standard methodologies for calculating indirect costs rates (e.g., methodologies used to recover facilities and administrative costs (F&A) at institutions of higher education).  Federal awards include Federal programs and cost-type contracts and may be in the form of grants, contracts, and other agreements.

The three cost principles circulars are as follows:  

· OMB Circular A-87 OMB Circular A-87, “Cost Principles for State, Local, and Indian Tribal Governments” (2 CFR part 225) 

· OMB Circular A-21, “Cost Principles for Educational Institutions.” (2 CFR part 220) - All institutions of higher education are subject to the cost principles contained in OMB Circular A-21, which incorporates the four Cost Accounting Standards Board (CASB) Standards and the Disclosure Statement (DS-2) requirements as described in OMB Circular A-21, sections C.10 through C.14 and Appendices A and B.

· OMB Circular A-122, “Cost Principles for Non-Profit Organizations.” (2 CFR part 230) - Non-profit organizations are subject to OMB Circular A-122, except those non-profit organizations listed in OMB Circular A-122, Appendix C that are subject to the commercial cost principles contained in the Federal Acquisition Regulation (FAR).  Also, by contract terms and conditions, some non-profit organizations may be subject to the CASB’s Standards and the Disclosure Statement (DS-1) requirements.

[bookmark: OLE_LINK4][bookmark: OLE_LINK5]Although these cost principles circulars have been reissued in Title 2 of the CFR for ease of access, the OMB Circular A-133 Compliance Supplement refers to them by the circular title and numbering.  However, auditors should use the authoritative reference of 2 CFR Part 225 … when citing noncompliance.

The cost principles articulated in the three OMB cost principles circulars are, in most cases, substantially identical, but a few differences do exist.  These differences are necessary because of the nature of the Federal/State/local/non-profit organizational structures, programs administered, and breadth of services offered by some grantees and not others.  Exhibit 1 of Part 3 of the OMB Circular A-133 Compliance Supplement, Selected Items of Cost (included in at the end of Part B to this FACCR), lists the treatment of the selected cost items in the different circulars. 

	Note: This FACCR is designed for State and Local Governments (based on the requirements of OMB Circular A-87).  If you are performing a Single Audit for a Higher Educational Institution or a Non-Profit Organization, you will need to update the guidance contained within this FACCR in accordance with the applicable cost principle circular.

(Source:  AOS CFAE)



	Important Note:  For a cost to be allowable, it must (1) be for a purpose the specific award permits and (2) fall within A-87’s (codified in 2 CFR Part 225) allowable cost guidelines.  These two criteria are roughly analogous to classifying a cost by both program/function and object.  That is, the grant award generally prescribes the allowable program/function while A-87 prescribes allowable object cost categories and restrictions that may apply to certain object codes of expenditures.


For example, could a government use an imaginary Homeland Security grant to pay OP&F pension costs for its police force?  To determine this, the client (and we) would look to the grant agreement to see if police activities (security of persons and property function cost classification) met the program objectives.  Then, the auditor would look to A-87 to determine if pension costs (an object cost classification) are permissible.  (A-87, Appendix B states they are allowable, with restrictions, so we would need to determine if the auditee met the restrictions.)  Both the client and we should look at A-87 even if the grant agreement includes a budget by object code approved by the grantor agency.

(Source:  AOS CFAE)



2 CFR PART 225/OBM Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments

2 CFR part 225/OBM Circular A-87 (A-87) establishes principles and standards for determining allowable direct and indirect for Federal awards.  This part is organized in to the following areas of allowable costs: State/Local-Wide Central Service Costs; State/Local Department or Agency Costs (Direct and Indirect); and State Public Assistance Agency Costs.

Cognizant Agency

A-87, Appendix A, paragraph B.6. defines “cognizant agency” as the Federal agency responsible for reviewing, negotiating, and approving cost allocation plans or indirect cost proposals developed under A-87 on behalf of all Federal agencies.  OMB publishes a listing of cognizant agencies (Federal Register, 51 FR 552, January 6, 1986).  This listing is available at
http://www.whitehouse.gov/sites/default/files/omb/assets/financial_pdf/fr-notice_cost_negotiation_010686.pdf.  References to cognizant agency in this section should not be confused with the cognizant Federal agency for audit responsibilities, which is defined in OMB Circular A-133, Subpart D. §____.400(a).

Availability of Other Information

Additional information on cost allocation plans and indirect cost rates is found in the Department of Health and Human Services (HHS) publications: A Guide for State, Local, and Indian Tribal Governments (ASMB C-10); Review Guide for State and Local Governments, State/Local-Wide Central Service Cost Allocation Plans, and Indirect Cost Rates; and the DCA Best Practices Manual for Reviewing Public Assistance Cost Allocation Plans which are available at  https://rates.psc.gov/fms/dca/pa.html.

(Source: 2015 OMB Compliance Supplement, Part 3)

Indirect Costs Include:
1. Costs originating at the State or Local-Wide level, such as: Personnel, Budgeting, Data Center, Accounting, Treasurer, Auditor (e.g., audit costs, county auditor preparation of SEFA)
1. Costs originating at the Departmental level, such as: Director/Asst. Director’s Compensation, Secretaries, Space, Supplies (e.g., Dir.’s compensation for the Community & Economic Dev. Dept.)
1. Costs originating at the Divisional level, such as: Director/Asst. Director’s Compensation, Secretaries, Space, Supplies (e.g., Asst. Dir.’s compensation for the Economic Dev. Division)

(Source:  AOS CFAE)


	Audit Objectives - State/Local-Wide Central Service Costs

	
1)	Obtain an understanding of internal control over compliance requirements for central service costs, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2)	Determine whether the governmental unit complied with the provisions of A-87 (codified in 2 CFR Part 225) as follows:
a)	Direct charges to Federal awards were for allowable costs.
b)	Charges to cost pools allocated to Federal awards through central service CAPs were for allowable costs.
c)	The methods of allocating the costs are in accordance with the applicable cost principles, and produce and equitable and consistent distribution of costs, which benefit from the central service costs being allocated (e.g., cost allocation bases include all activities, including all State departments and agencies and, if appropriate, non-State organizations which receive services).
d)	Cost allocations were in accordance with central service CAPs approved by the cognizant agency or, in cases where such plans are not subject to approval, in accordance with the plan on file.


	Compliance Requirements - State/Local-Wide Central Service Costs

	
State/Local-Wide Cost Allocation Plan (SWCAP/LWCAP)

Most governmental entities provide services, such as accounting, purchasing, computer services, and fringe benefits, to operating agencies on a centralized basis.  Since the Federal awards are performed within the individual operating agencies, there must be a process whereby these central service costs are identified and assigned to benefiting operating agency activities on a reasonable and consistent basis.  The State/local-wide central service cost allocation plan (CAP) provides that process.  (Refer to A-87, Appendix C, State/Local-Wide Central Service Cost Allocation Plans, for additional information and specific requirements.) 

The allowable costs of central services that a governmental unit provides to its agencies may be allocated or billed to the user agencies.  The State/local-wide central service CAP is the required documentation of the methods used by the governmental unit to identify and accumulate these costs, and to allocate them or develop billing rates based on them.

Allocated central service costs (referred to as Section I costs) are allocated to benefiting operating agencies on some reasonable basis.  These costs are usually negotiated and approved for a future year on a “fixed-with-carry-forward” basis.  Examples of such services might include general accounting, personnel administration, and purchasing.  Section I costs assigned to an operating agency through the State/local-wide central service CAP are typically included in the agency’s indirect cost pool.

Billed central service costs (referred to as Section II costs) are billed to benefiting agencies and/or programs on an individual fee-for-service or similar basis.  The billed rates are usually based on the estimated costs for providing the services.  An adjustment will be made at least annually for the difference between the revenue generated by each billed service and the actual allowable costs.  Examples of such billed services include computer services, transportation services, self- insurance, and fringe benefits.  Section II costs billed to an operating agency may be charged as direct costs to the agency’s Federal awards or included in its indirect cost pool.

1.	Compliance Requirements – State/Local-Wide Central Service Costs

a.	Basic Guidelines

(1) The basic guidelines affecting allowability of costs (direct and indirect) are identified in A-87, Appendix A, paragraph C.
(2) To be allowable under Federal awards, costs must meet the following general criteria (A-87, Appendix A, paragraph C.1):

(a)	Be necessary and reasonable for the performance and administration of Federal awards.  (Refer to A-87, Appendix A, paragraph C.2 for additional information on reasonableness of costs.)

(b)	Be allocable to Federal awards under the provisions of A-87.  (Refer to A-87, Appendix A, paragraph C.3 for additional information on allocable costs.)

(c)	Be authorized or not prohibited under State or local laws or regulations.

(d)	Conform to any limitations or exclusions set forth in A-87, Federal laws, terms and conditions of the Federal award, or other governing regulations as to types or amounts of cost items.

(e)	Be consistent with policies, regulations, and procedures that apply uniformly to both Federal awards and other activities of the governmental unit.

(f)	Be accorded consistent treatment.  A cost may not be assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like circumstances has been allocated to the Federal award as an indirect cost.

(g)	Be determined in accordance with generally accepted accounting principles, except as otherwise provided in A-87.

(h)	Not be included as a cost or used to meet cost sharing or matching requirements of any other Federal award, except as specifically provided by Federal law or regulation.

(i)	Be net of all applicable credits.  (Refer to A-87, Appendix A, paragraph C.4 for additional information on applicable credits.)

(j)	Be adequately documented.

b.	Selected Items of Cost

(1)	Sections 1 through 43 of A-87, Appendix B, provide the principles to be applied in establishing the allowability or unallowability of certain items of cost.  (For a listing of costs, refer to Exhibit 1 of this part of the Supplement.)  These principles apply whether a cost is treated as direct or indirect.  Failure to mention a particular item of cost in this section of A-87 is not intended to imply that it is either allowable or unallowable; rather, determination of allowability in each case should be based on the treatment or standards provided for similar or related items of cost.

(2)	A cost is allowable for Federal reimbursement only to the extent of benefits received by Federal awards and its conformance with the general policies and principles stated in A-87, Appendix A.

c.	Submission Requirements

(1)	Submission requirements are identified in A-87, Appendix C, paragraph D.  

(2)	A State is required to submit a State-wide central service CAP to HHS for each year in which it claims central service costs under Federal awards.

(3)	A local government that has been designated as a “major local government” by OMB is required to submit a central service CAP to its cognizant agency annually.  This listing is posted on the OMB website (http://www.whitehouse.gov/omb/management ).  All other local governments claiming central service costs must develop a CAP in accordance with the requirements described in A-87 and maintain the plan and related supporting documentation for audit.  Local governments are not required to submit the plan for Federal approval unless they are specifically requested to do so by the cognizant agency.  If a local government receives funds as a subrecipient only, the primary recipient will be responsible for negotiating and/or monitoring the local government’s plan.  

(4)	All central service CAPs will be prepared and, when required, submitted within the 6 months prior to the beginning of the governmental unit’s fiscal years in which it proposes to claim central service costs.  Extensions may be granted by the cognizant agency.

d.	Documentation Requirements

(1)	The central service CAP must include all central service costs that will be claimed (either as an allocated or a billed cost) under Federal awards.  Costs of central services omitted from the CAP will not be reimbursed.

(2)	The documentation requirements for all central service CAPs are contained in A 87, Appendix C, paragraph E.  All plans and related documentation used as a basis for claiming costs under Federal awards must be retained for audit in accordance with the record retention requirements contained in the A-102 Common Rule.

e.	Required Certification – No proposal to establish a central service CAP, whether submitted to a Federal cognizant agency or maintained on file by the governmental unit, shall be accepted and approved unless such costs have been certified by the governmental unit using the Certificate of Cost Allocation Plan as set forth in A-87, Appendix C.

f.	Allocated Central Service Costs (Section I Costs) – A carry-forward adjustment is not permitted for a central service activity that was not included in the previously approved plan or for unallowable costs that must be reimbursed immediately (A-87, Appendix C, paragraph G.3).

g.	Billed Central Service Costs (Section II Costs)

(1)	Internal service funds for central service activities are allowed a working capital reserve of up to 60 days cash expenses for normal operating purposes (A- 87, Appendix C, paragraph G.2).  A working capital reserve exceeding 60 days may be approved by the cognizant Federal agency in exceptional cases.

(2)	Adjustments of billed central services are required when there is a difference between the revenue generated by each billed service and the actual allowable costs (A-87, Appendix C, paragraph G.4).  The adjustments will be made through one of the following methods:

(a)	A cash refund to the Federal Government for the Federal share of the adjustment, if revenue exceeds costs,

(b)	Credits to the amounts charged to the individual programs,

(c)	Adjustments to future billing rates, or

(d)	Adjustments to allocated central service costs (Section I) if the total amount of the adjustment for a particular service does not exceed $500,000.

(3)	Whenever funds are transferred from a self-insurance reserve to other accounts (e.g., general fund), refunds shall be made to the Federal Government for its share of funds transferred, including earned or imputed interest from the date of transfer (A-87, Appendix B, paragraph 22).

Source of Governing Requirements

The requirements for allowable costs/cost principles are contained in the A-102 Common Rule (§___.22), OMB Circular A-110 (2 CFR section 215.27), program legislation, Federal awarding agency regulations, and the terms and conditions of the award.


	Audit Objectives - State/Local Department or Agency Costs – Direct and Indirect

	1. Obtain an understanding of internal control over the compliance requirements for State/local department or agency costs, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2. Determine whether the governmental unit complied with the provisions of A-87 as follows:
a) Direct charges to Federal awards were for allowable costs.
b) Charges to cost pools used in calculating indirect cost rates were for allowable costs.
c) The methods for allocating the costs are in accordance with the applicable cost principles, and produce an equitable and consistent distribution of costs (e.g., all activities that benefit from the indirect cost, including unallowable activities, must receive an appropriate allocation of indirect costs).
d) Indirect cost rates were applied in accordance with approved indirect cost rate agreements (ICRA), or special award provisions or limitations, if different from those stated in negotiated rate agreements.
e) For local departments or agencies that do not have to submit an ICRP to the cognizant Federal agency, indirect cost rates were applied in accordance with the ICRP maintained on file.

	Compliance Requirements – State/Local Department or Agency Costs – Direct and Indirect

	The individual State/local departments or agencies (also known as operating agencies) are responsible for the performance or administration of Federal awards.  In order to receive cost reimbursement under Federal awards, the department or agency usually submits claims asserting that allowable and eligible costs (direct and indirect) have been incurred in accordance with A-87 (codified in 2 CFR Part 225).

While direct costs are those that can be identified specifically with a particular final cost objective, the indirect costs are those that have been incurred for common or joint purposes, and not readily assignable to the cost objectives specifically benefited without effort disproportionate to the results achieved.  Indirect costs are normally charged to Federal awards by the use of an indirect cost rate.

The indirect cost rate proposal (ICRP) provides the documentation prepared by a State/local department or agency, to substantiate its request for the establishment of an indirect cost rate.  The indirect costs include (1) costs originating in the department or agency carrying out Federal awards, and (2) costs of central governmental services distributed through the State/local-wide central service CAP that are not otherwise treated as direct costs.  The IRCPs are based on the most current financial data and are used to either establish predetermined, fixed, or provisional indirect cost rates or to finalize provisional rates (for rate definitions refer to A-87 (codified in 2 CFR Part 225), Appendix E, paragraph B).

1. General Compliance Requirements – State/Local Department or Agency Costs – Direct and Indirect
a.	Basic Guidelines – Refer to the previous section, “Allowability of Costs – General Criteria (applicable to both direct and indirect costs) – Basic Guidelines,” for the guidelines affecting the allowability of costs (direct and indirect) under Federal awards.
b.	Selected Items of Cost – Refer to the previous section, “Allowability of Costs – General Criteria (applicable to both direct and indirect costs) – Selected Items of Cost,” for the principles to establish allowability or unallowability of certain items of cost.  These principles apply whether a cost is treated as direct or indirect. 
c.	Allocation of Indirect Costs and Determination of Indirect Cost Rates
(1)	The specific methods for allocating indirect costs and computing indirect cost rates are as follows:
(a)	Simplified Method – This method is applicable where a governmental unit’s department or agency has only one major function, or where all its major functions benefit from the indirect cost to approximately the same degree.  The allocation of indirect costs and the computation of an indirect cost rate may be accomplished through simplified allocation procedures described in the circular (A-87, Appendix E, paragraph C.2).
(b)	Multiple Allocation Base Method – This method is applicable where a governmental unit’s department or agency has several major functions that benefit from its indirect costs in varying degrees.  The allocation of indirect costs may require the accumulation of such costs into separate groupings which are then allocated individually to benefiting functions by means of a base which best measures the relative degree of benefit.  (For detailed information, refer to A-87, Appendix E, paragraph C.3.)
(c)	Special Indirect Cost Rates – In some instances, a single indirect cost rate for all activities of a department or agency may not be appropriate.  Different factors may substantially affect the indirect costs applicable to a particular program or group of programs, e.g., the physical location of the work, the nature of the facilities, or level of administrative support required.  (For the requirements for a separate indirect cost rate, refer to A-87, Appendix E, paragraph C.4.)
(d)	Cost Allocation Plans – In certain cases, the cognizant agency may require a State or local governmental unit’s department or agency to prepare a CAP instead of an ICRP. These are infrequently occurring cases in which the nature of the department or agency’s Federal awards makes impracticable the use of a rate to recover indirect costs.  A CAP required in such cases consists of narrative descriptions of the methods the department or agency uses to allocate indirect costs to programs, awards, or other cost objectives.  Like an ICRP, the CAP must be either submitted to the cognizant agency for review, negotiation and approval, or retained on file for inspection during audits.
d.	Submission Requirements
(1)	Submission requirements are identified in A-87, Appendix E, paragraph D.1.  All departments or agencies of a governmental unit claiming indirect costs under Federal awards must prepare an ICRP and related documentation to support those costs. 
(2)	A State/local department or agency for which a cognizant Federal agency has been assigned by OMB must submit its ICRP to its cognizant agency.  Smaller local government departments or agencies which are not required to submit a proposal to the cognizant Federal agency must develop an ICRP in accordance with the requirements of A-87, and maintain the proposal and related supporting documentation for audit.  Where a local government receives funds as a subrecipient only, the primary recipient will be responsible for negotiating and/or monitoring the subrecipient’s plan.
(3)	Each Indian tribal government desiring reimbursement of indirect costs must submit its ICRP to its cognizant agency, which generally is the Department of the Interior.
(4)	ICRPs must be developed (and, when required, submitted) within 6 months after the close of the governmental unit’s fiscal year.
e.	Documentation and Certification Requirements
The documentation and certification requirements for ICRPs are included in A‑87, Appendix E, paragraphs D.2 and 3, respectively.  The proposal and related documentation must be retained for audit in accordance with the record retention requirements contained in the A-102 Common Rule.
(Source: 2015 OMB Compliance Supplement, Part 3)


	Additional Program Specific Requirements

Though not common, some programs or pass-through entities impose specific additional requirements or restrict the application of certain practices generally permitted by A-87.  Document any material requirements here.

1.	AJC Centers

The Department of Labor (DOL), in a collaborative effort with other Federal agencies, published in the Federal Register dated May 31, 2001 (66 FR 29637) a notice that provides guidance on resource sharing methodologies for the shared costs of an AJC service delivery system.

2.	All Subtitle B Statewide and Local Programs

For those selected items of cost requiring prior approval, the authority to grant or deny approval is delegated to the Governor for youth, adult, and dislocated worker programs (20 CFR section 667.200(c)).

(Source:  2015 OMB Compliance Supplement, Part 4)
The following WIA Title I functions and activities constitute eligible costs of administration subject to the administrative cost limit:
(1) The costs of administration are that allocable portion of necessary and reasonable allowable costs of state and local workforce investment boards, direct recipients, including state grant recipients under subtitle B of Title I and recipients of awards under subtitle D of Title I, as well as local grant recipients, local grant subrecipients, local fiscal agents, and one-stop operators that are associated with those specific functions identified in paragraph(c)(2) of this rule and that are not related to the direct provision of workforce investment services, including services to participants and employers.
(2) The costs of administration are the costs associated with the following:
(a) Performing the following overall general administrative functions and coordination of those functions under WIA Title I:
(i) Accounting, budgeting, financial and cash management functions;
(ii) Procurement and purchasing functions;
(iii) Property management functions;
(iv) Personnel management functions;
(v) Payroll functions;
(vi) Coordinating the resolution of findings arising from audits, reviews, investigations and incident reports;
(vii) Audit functions;
(viii) General legal services functions;
(ix) Developing systems and procedures, including information systems, required for these administrative functions; and
(b) Performing oversight and monitoring responsibilities related to WIA administrative functions;
(c) Costs of goods and services required for administrative functions of the program, including goods and services such as rental or purchase of equipment, utilities, office supplies, postage, and rental and maintenance of office space;
(d) Travel costs incurred for official business in carrying out administrative activities or the overall management of the WIA system;
(e) Costs of information systems related to administrative functions (for example, personnel, procurement, purchasing, property management, accounting and payroll systems) including the purchase, systems development and operating costs of such systems; and
(f) Awards to subrecipients or vendors that are solely for the performance of administrative functions.
(3) The associated costs listed in this paragraph are allocated as follows:
(a) Personnel and related non-personnel costs of staff who perform both administrative functions specified in paragraph(c)(2) of this rule and programmatic services or activities must be allocated as administrative or program costs to the benefiting cost objectives/categories based on documented distributions of actual time worked or other equitable cost allocation methods.
(b) Specific costs charged to an overhead or indirect cost pool that can be identified directly as a program cost are to be charged as a program cost. Documentation of such charges must be maintained.
(c) Except as provided in paragraph©(3)(a) of this rule, all costs incurred for functions and activities of subrecipients and vendors are program costs. A CDJFS that has entered into a formal competitively procured agreement to provide WIA services to a local area shall report all costs as program costs.
(d) Costs of information systems listed in this paragraph, including the purchase, systems development, and operating (e.g., data entry) costs, are charged to the program category:
(i) Tracking or monitoring of participant and performance information;
(ii) Employment statistics information, including job listing information, job skills information, and demand occupation information;
(iii) Performance and program cost information on eligible providers of training services, youth activities, and appropriate activities;
(iv) Local area performance information; and
(v) Information relating to supportive services and unemployment insurance claims for program participants.
(e) Continuous improvement activities are charged to administration or program category based on the purpose or nature of the activity to be improved. Documentation of such charges must be maintained.
(Source: Ohio Admin. Code Rule 5101:9-31-06(C))
(D) Based on the definition of administration for the WIA as found in paragraph© of this rule, appropriate administration costs will be calculated using form JFS 01869 “WIA Administration Cost Allocation” (rev. 10/2004). This form and all supporting documentation is maintained at the local level agency when an adjustment transferring costs from program to administration is made by the local area at the end of each applicable quarter of the SFY. Local areas shall use direct program and classification codes and report the adjusted entry on the JFS 01992 “Workforce Investment Act (WIA) Quarterly Financial Statement” in accordance with rule 5101:9-7-29 of the Administrative Code.
(E)  The WIA local area shall retain documentation in accordance with the records retention requirements in rule 5101:9-9-21 of the Administrative Code. This documentation may be subject to inspection, monitoring, and audit by the ODJFS office of fiscal and monitoring services and the Ohio auditor of state.
(Source: Ohio Admin. Code Rule 5101:9-31-06(D & E))
County Random Moment Sampling (RMS)

The following guidance applies only to counties receiving WIA and allocating costs to the workforce (WFRMS) pool using RMS.

Indirect costs related to WIA are allocated to the WIA program via the Workforce RMS cost pool.  OAC 5101:9-7-20 Income maintenance, workforce, social services, and child welfare random moment sample (RMS) time studies. (effective 2/1/08) [This rule designated an Internal Management Rule] – Auditors should refer to this section (http://codes.ohio.gov/oac/5101%3A9-7-20) for additional information on RMS.

•	Per this OAC code, the income maintenance random moment sample (IMRMS), workforce random moment sample (WFRMS), social services random moment sample (SSRMS), and child welfare random moment sample (CWRMS) time studies are designed to measure activity regarding various programs.  Data collected from these time studies are used to calculate allocation statistics used to distribute cost pool expenditures to the appropriate programs. The percentages are used by the Ohio Department of Job and Family Services (ODJFS) to distribute administrative funds reported on the monthly financial statements or certification sheets as detailed in rule 5101:9-7-29 of the Administrative Code.

County expenditures primarily consist of administrative expenses, most of which are captured through the RMS process discussed above; however, there may be non-RMS related expenditures  performing administrative support or supervisory functions only, such as the JFS Director, human resource employees, etc.  These are the administrative staff whose expenses belong in the shared cost pool.  If it can be determined that a supervisor only supervises staff in one program- type cost pool, that supervisor’s expenses are included in the program-type cost pool and allocated along with their staff’s expenses by the RMS statistics for that particular program type.

The RMS system selects the staff sample for completing the RMS from the staff rosters (FTE reporting) submitted by the county RMS coordinators and determines the sampling times.  The RMS system creates the ODJFS forms for the county RMS coordinator who then administers the forms and enters the results into the RMS module within the county’s Maximus system.  Data collected from these time studies are used to calculate the percentage of time spent on the program.  The percentages are used by the County agency system to allocate expenditures reported on the ODJFS 02827 financial statements.

RMS based funding has a one month lag time. For example, RMS reporting for September, October and November drives the quarterly funding for October, November and December.

Counties also have a cost allocation plan (CAP) for centralized services that includes County JFS Agencies.  County JFS pays the County Auditor for their portion of the CAP.  

Agencies place administrative expenditures in a pool (for combined agencies it is referred to as the shared cost pool).  ODJFS allocates funding from the shared cost pool through FTE statistics and divides the expenditures into program cost pools (e.g., IM, SS, CS).   Random Moment Sampling (RMS) statistics are used to allocate the expenditures in each of the separate program (IM, SS, CS, WF) cost pools.  


Auditors should be alert for the following:
•	Expenditures reimbursed as part of the County CAP and being paid directly (could be charged directly to the program or allocated to a cost pool).  Many County CAPs include rent therefore the County JFS should not be paying for rent as a direct expense.  The County JFS could be paying the County twice for the same expenditure.

•	Instances where County JFS offices may show these County CAP expenditures in the CFIS system even when they did not pay them to the County (offset by a negative expenditure in order to balance to the county auditor’s records). 

•	Less than arms length transactions (see example rent issue discussed below).

County family services agencies are not authorized under Ohio law to hold title to real properly. The agencies routinely rent or lease (for federal grants management purposes, the terms are interchangeable) the facilities necessary for their operation. Rental costs are allowable costs to federal programs under OMB Circular A-87, Attachment B, item 37. However, rates must be reasonable in light of such factors as: 

• Rental costs of comparable property, if any; 
• Market conditions in the area; 
• Alternatives available; and 
• The type, life expectancy, condition, and value of the property leased. 

For specific questions on the RMS process, there is an RMS manual (dated 4/2010) available at http://jfs.ohio.gov/ofs/bcfta/TOOLS/RMS/RMSManual10.2010.pdf.

(Source: AOS ODJFS FACCRs) 

In addition, many pass-through entities prohibit indirect costs or require local government to have ICRPs approved prior to charging indirect costs to the program.  Document any such requirements here. 

The grant application, agreement, or policies may contain the specific requirements for allowable costs/cost principles.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Allowable Costs / Cost Principles and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	
Suggested Compliance Audit Procedures – State/Local-Wide Central Service Costs

a.	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.
		
(1)	In reviewing the State/local-wide central service costs, the auditor may not need to test all central service costs (allocated or billed) every year; for example, the auditor in obtaining sufficient evidence for the opinion may consider testing each central service at least every 5 years, and perform additional testing for central services with operating budgets of $5 million or more.

(2)	If the local governmental entity is not required to submit the central service CAP and related supporting documentation, the auditor should consider the risk of the reduced level of oversight in designing the nature, timing and extent of compliance testing.

b.	General Audit Procedures for State/Local-Wide Central Service CAPs – The following procedures apply to direct charges to Federal awards as well as charges to cost pools that are allocated wholly or partially to Federal awards or used in formulating indirect cost rates used for recovering indirect costs under Federal awards.

(1)	Test a sample of transactions for conformance with:

(a)	The criteria contained in the “Basic Guidelines” section of A-87, Appendix A, paragraph C.

(b)	The principles to establish allowability or unallowability of certain items of cost (A-87, Appendix B).

(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.

c.	Special Audit Procedures for State/Local-Wide Central Service CAPs

(1)	Verify that the central service CAP includes the required documentation in accordance with A-87, Appendix C, paragraph E.

(2)	Testing of the State/Local-Wide Central Service CAPs – Allocated Section I Costs

(a)	If new allocated central service costs were added, review the justification for including the item as Section I costs to ascertain if the costs are allowable (e.g., if costs benefit Federal awards).

(b)	Identify the central service costs that incurred a significant increase in actual costs from the prior year’s costs.  Test a sample of transactions to verify the allowability of the costs.

(c)	Determine whether the bases used to allocate costs are appropriate, i.e., costs are allocated in accordance with relative benefits received.

(d)	Determine whether the proposed bases include all activities that benefit from the central service costs being allocated, including all users that receive the services.  For example, the State-wide central service CAP should allocate costs to all benefiting State departments and agencies, and, where appropriate, non-State organizations, such as local government agencies.

(e)	Perform an analysis of the allocation bases by selecting agencies with significant Federal awards to determine if the percentage of costs allocated to these agencies has increased from the prior year.  For those selected agencies with significant allocation percentage increases, determine that the data included in the bases are current and accurate. 

(f)	Verify that carry-forward adjustments are properly computed in accordance with A-87, Appendix C, paragraph G.3.

(3)	Testing of the State/Local-Wide Central Service CAPs – Billed Section II Costs

(a)	For billed central service activities accounted for in separate funds (e.g., internal service funds), ascertain if: 

(i)	Retained earnings/fund balances (including reserves) are computed in accordance with the applicable cost principles;

(ii)	Working capital reserves are not excessive in amount (generally not greater than 60 days for cash expenses for normal operations incurred for the period exclusive of depreciation, capital costs, and debt principal costs); and

(iii)	Adjustments were made when there is a difference between the revenue generated by each billed service and the actual allowable costs.

Note:  A 60-day working capital reserve is not automatic.  Refer to the HHS publication, A Guide for State, Local, and Indian Tribal Governments (ASMB C-10) for guidelines.

(b)	Test to ensure that all users of services are billed in a consistent manner. For example, examine selected billings to determine if all users (including users outside the governmental unit) are charged the same rate for the same service.

(c)	Test that billing rates exclude unallowable costs, in accordance with applicable cost principles and Federal statutes.

(d)	Test, where billed central service activities are funded through general revenue appropriations, that the billing rates (or charges) are developed based on actual costs and were adjusted to eliminate profits.

(e)	For self-insurance and pension funds, ascertain if independent actuarial studies appropriate for such activities are performed at least biennially and that current period costs were allocated based on an appropriate study that is not over 2 years old.

(f)	Determine if refunds were made to the Federal Government for its share of funds transferred from the self-insurance reserve to other accounts, including imputed or earned interest from the date of the transfer.
	

	
Suggested Compliance Audit Procedures – State/Local Department or Agency Costs – Direct and Indirect

a.	Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.  If the local department or agency is not required to submit an ICRP and related supporting documentation, the auditor should consider the risk of the reduced level of oversight in designing the nature, timing, and extent of compliance testing.

b.	General Audit Procedures (Direct and Indirect Costs) – The following procedures apply to direct charges to Federal awards as well as charges to cost pools that are allocated wholly or partially to Federal awards or used in formulating indirect cost rates used for recovering indirect costs from Federal awards.

(1)	Test a sample of transactions for conformance with:

(a)	The criteria contained in the “Basic Guidelines” section of A-87, Appendix A, paragraph C.  
http://www.gpo.gov/fdsys/pkg/CFR-2012-title2-vol1/pdf/CFR-2012-title2-vol1-part225-appA.pdf 
(b)	The principles to establish allowability or unallowability of certain items of cost (A-87, Appendix B).
http://www.gpo.gov/fdsys/pkg/CFR-2012-title2-vol1/pdf/CFR-2012-title2-vol1-part225-appB.pdf

Note:  While several items are included in A-87 (2 CFR 225) Appendix B, one item to note is Time & Effort / Semi-Annual certification (paragraph 8h).  If A-87 applies to the program, then time & effort/semi-annual certification applies.  This is not limited to only Education programs.

(2)	If the auditor identifies unallowable costs, the auditor should be aware that directly associated costs might have been charged.  Directly associated costs are costs incurred solely as a result of incurring another cost, and would have not been incurred if the other cost had not been incurred.  When an unallowable cost is incurred, directly associated costs are also unallowable.  For example, occupancy costs related to unallowable general costs of government are also unallowable.

c.	Special Audit Procedures for State/Local Department or Agency ICRPs

(1)	Verify that the ICRP includes the required documentation in accordance with A-87, Appendix E, paragraph D.

(2)	Testing of the ICRP – There may be a timing consideration when the audit is completed before the ICRP is completed.  In this instance, the auditor should consider performing interim testing of the costs charged to the cost pools and the allocation bases (e.g., determine from management the cost pools that management expects to include in the ICRP and test the costs for compliance with A-87).  Should there be audit exceptions, corrective action may be taken earlier to minimize questioned costs.  In the next year’s audit, the auditor should complete testing and verify management’s representations against the completed ICRP.

(a)	When the ICRA is the basis for indirect cost charged to a major program, the auditor is required to obtain appropriate assurance that the costs collected in the cost pools and allocation methods are in compliance with the applicable cost principles.  The following procedures are some acceptable options the auditor may use to obtain this assurance:

(i)	Indirect Cost Pool – Test the indirect cost pool to ascertain if it includes only allowable costs in accordance with A-87.

(A)	Test to ensure that unallowable costs are identified and eliminated from the indirect cost pool (e.g., capital expenditures, general costs of government).

(B)	Identify significant changes in expense categories between the prior ICRP and the current ICRP.  Test a sample of transactions to verify the allowability of the costs.

(C)	Trace the central service costs that are included in the indirect cost pool to the approved State/local-wide central service CAP or to plans on file when submission is not required.

(ii)	Direct Cost Base – Test the methods of allocating the costs to ascertain if they are in accordance with the applicable provisions of A-87 and produce an equitable distribution of costs.

(A)	Determine that the proposed base(s) includes all activities that benefit from the indirect costs being allocated.

(B)	If the direct cost base is not limited to direct salaries and wages, determine that distorting items are excluded from the base.  Examples of distorting items include capital expenditures, flow-through funds (such as benefit payments), and subaward costs in excess of $25,000 per subaward.

(C)	Determine the appropriateness of the allocation base (e.g., salaries and wages, modified total direct costs).

(iii)	Other Procedures 

(A)	Examine the employee time report system results (where and if used) to ascertain if they are accurate, and are based on the actual effort devoted to the various functional and programmatic activities to which the salary and wage costs are charged.  (Refer to A-87, Appendix B, paragraph 8.h for additional information on support of salaries and wages - http://www.gpo.gov/fdsys/pkg/CFR-2012-title2-vol1/pdf/CFR-2012-title2-vol1-part225-appB.pdf pg. 5/15.)

(B)	For an ICRP using the multiple allocation base method, test statistical data (e.g., square footage, audit hours, salaries and wages) to ascertain if the proposed allocation or rate bases are reasonable, updated as necessary, and do not contain any material omissions.

(3)	Testing of Charges Based Upon the ICRA – Perform the following procedures to test the application of charges to Federal awards based upon an ICRA:

(a)	Obtain and read the current ICRA and determine the terms in effect.

(b)	Select a sample of claims for reimbursement and verify that the rates used are in accordance with the rate agreement, that rates were applied to the appropriate bases, and that the amounts claimed were the product of applying the rate to the applicable base.  Verify that the costs included in the base(s) are consistent with the costs that were included in the base year (e.g., if the allocation base is total direct costs, verify that current-year direct costs do not include costs items that were treated as indirect costs in the base year).

(4)	Other Procedures – No Negotiated ICRA

(a)	If an indirect cost rate has not been negotiated by a cognizant Federal agency, as required, the auditor should determine whether documentation exists to support the costs.  Where the auditee has documentation, the suggested general audit procedures (direct and indirect costs under paragraph 4.b of this section) should be performed to determine the appropriateness of the indirect cost charges to awards.

(b)	If an indirect cost rate has not been negotiated by a cognizant agency, as required, and documentation to support the indirect costs does not exist, the auditor should question the costs based on a lack of supporting documentation.
	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A.	Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B.	Assessment of Control Risk:

C.	Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D.	Results of Compliance (Substantive Tests) Tests:

E.	Questioned Costs:  Actual __________     Projected __________




ICRP (Testing of the Program)

The ICRP is based upon costs charged to cost pools representing costs of a base year.  The base year often precedes the year in which the ICRP is prepared and the year the resulting Indirect Cost Rate Agreement (IDCRA) is used to charge indirect costs.  For example, a non-federal entity may submit an ICRP in January 2004, based upon costs incurred and charged to cost pools during fiscal year ending June 30, 2003 (2003), the base year.  The resulting IDCRA negotiated during year ending June 30, 2004 (2004) would be used as the basis for charging indirect costs to federal awards in the year ended June 30, 2005 (2005).  For this example, the term IDCRA will also include an ICRP which is not required to be submitted to the federal agency for indirect cost negotiation but is retained on file is first used to charge indirect costs to federal awards the same as an approved plan resulting in an IDCRA.

An audit timing consideration is that the audit for 2003 (which covers the applicable cost pools) may be completed before the ICRP is submitted.  Therefore, as part of the audit, the auditor cannot complete testing of the ICRP.  Also, if the auditor waits to test the ICRP until 2005 (the year when this ICRP is first used to charge federal awards), the auditor would be testing 2003 records which would then be two years old.

Continuing this example, when the IDCRA is the basis of material charges to a major program in 2005, the auditor for 2005 is require to obtain appropriate assurance that the costs collected in the cost pools and allocation methods are in compliance with A-87 (codified in 2 CFR Part 225) cost principles.  The following are some acceptable options the auditor may use to obtain this assurance.

· Perform interim testing of the costs charged to cost pools (e.g., determine from management the cost pools that management expects to include the ICRP and test the costs charged to those pools for compliance with the cost principles of Circular A-87 during the 2003 audit.  As part of the 2004 audit, complete testing and verify management’s representation against the ICRP finally submitted in 2004.

· Test costs charged to the cost pools underlying the ICRP during the audit of 2004, the year immediately following the base year.  This would require testing of 2003 transactions.

· Wait until 2005, the year in which charges from the IDCRA are material to a major program and test costs charged to cost pools (2003) used to prepare the ICRP.  This is a much more difficult approach because it requires going back two years to audit the cost charged to cost pools of the base year.

Advantages of the first two methods are that the testing of the costs charged to the cost pools occurs closer to the time when the transactions occur (which makes audit exceptions easier to resolve).  When material indirect costs are charged to any Type A program (determined in accordance with Circular A-133), auditors are strongly encouraged to use one of the first two methods.  This is because under the risk-based approach, described in OMB Circular A-133, all Type A programs are required to be considered major programs at least in every three years and the IDCRA is usually used to charge federal awards for at least three years.

When the government submits an IDCRA, the government provides written assurance to the federal government that the plan includes only allowable costs.  Accordingly, any material unallowable costs reflected in the ICRP should be reported as an audit finding in the year in which they are first found by audit.

An ICRP may result in an IDCRA that covers one year, but most often results in a multi-year IDCRA.  When an ICRP has been tested in an prior year and this testing provides the auditor appropriate audit assurance, in subsequent years the auditor is only required to perform tests to ascertain if there have been material changes to the cost accounting practices and, if so, that the federal cognizant agency for indirect cost negotiation has been informed.

The auditor should take appropriate steps to coordinate testing of costs charges to cost pools supporting an ICRP with the client and, as appropriate, with the federal cognizant agency for indirect cost negotiation.

The auditor should consult with the client in the base year and the year in which the ICRP is submitted to determine the best (e.g., most efficient) alternative under the circumstances.

LIST OF SELECTED ITEMS OF COST CONTAINED IN OMB COST PRINCIPLES CIRCULAR A-87 (codified in 2 CFR Part 225)
(Effective August 31, 2005)

The following exhibit provides an updated listing of selected items of cost contained in 2 CFR part 225 based on the changes contained in the Federal Register notice dated August 31, 2005.  This is available at the following link:  http://www.whitehouse.gov/omb/fedreg/2005/083105_a87.pdf.

The exhibit lists the selected items of cost along with a cursory description of their allowability.  The numbers in parentheses refer to the cost item in Appendix B of 2 CFR part 225.    The reader is strongly cautioned not to rely exclusively on the summary but to place primary reliance on the referenced circular text.  There are also cost items listed auditors may identify in the testing that are not specifically addressed in the CFR.

	Selected Items of Cost
Exhibit 1 (amended 8/05)

	Selected Cost Item
	OMB Circular A-87 (codified in 2 CFR Part 225), Appendix B
State, Local, & Indian Tribal Governments

	Advertising and public relations costs
	(1) – Allowable with restrictions

	Advisory councils
	(2) – Allowable with restrictions

	Alcoholic beverages
	(3) – Unallowable

	Alumni/ae activities
	Not specifically addressed

	Audit costs and related services
	(4) – Allowable with restrictions and as addressed in OMB Circular A-133

	Bad debts
	(5) – Unallowable

	Bonding costs
	(6) – Allowable with restrictions

	Commencement and convocation costs
	Not specifically addressed

	Communication costs
	(7) – Allowable

	Compensation for personal services
	(8)(g) – Unique criteria for support

	Compensation for personal services – organization furnished automobile
	Not specifically addressed

	Compensation for personal services - sabbatical leave costs
	Not specifically addressed

	Compensation for personal services - severance pay
	(8)-Allowable with restrictions

	Contingency provisions
	(9) – Unallowable with exceptions

	Deans of faculty and graduate schools
	Not addressed

	Defense and prosecution of criminal and civil proceedings and claims
	(10) – Allowable with restrictions

	Depreciation and use allowances
	(11) – Allowable with qualifications

	Donations and contributions
	(12) – Unallowable (made by recipient); not reimbursable but value may be used as cost sharing or matching (made to recipient)

	Employee morale, health, and welfare costs
	(13) – Allowable with restrictions

	Entertainment costs
	(14) – Unallowable

	Equipment and other capital expenditures
	(15) – Allowability based on specific requirements

	Fines and penalties
	(16) – Unallowable with exception

	Fundraising and investment management costs
	(17) – Unallowable with restriction

	Gains and losses on depreciable assets 
	(18) – Allowable with restrictions (Gains and losses on disposition of depreciable property and other capital assets and substantial relocation of Federal programs)

	General government expenses
	(19) – Unallowable with exceptions

	Goods or services for personal use
	(20) – Unallowable

	Housing and personal living expenses
	Not specifically addressed

	Idle facilities and idle capacity
	(21) – Idle facilities - unallowable with exceptions; idle capacity - allowable with restrictions

	Insurance and indemnification
	(22) – Allowable with restrictions

	Interest
	(23) – Allowable with restrictions

	Interest - substantial relocation
	Not specifically addressed

	Labor Relations Costs
	Not specifically addressed

	Lobbying
	(24)-Unallowable 

	Lobbying - executive lobbying costs
	(24.b.) – Unallowable

	Losses on other sponsored agreements or contracts
	Not specifically addressed 

	Maintenance, operations and repairs
	(25) – Allowable with restrictions (Maintenance, operations, and repairs)

	Materials and supplies costs
	(26) – Allowable with restrictions

	Meetings and conferences
	(27) – Allowable with restrictions

	Memberships, subscriptions, and professional activity costs
	(28) – Allowable as a direct cost for civic, community and social organizations with Federal approval; unallowable for lobbying organizations

	Organization costs
	Not specifically addressed

	Page charges in professional journals
	(34.b)-Allowable with restrictions (addressed under “Publication and printing costs”)

	Participant support costs
	Not specifically addressed

	Patent costs
	(29) – Allowable with restrictions

	Plant and homeland security costs
	(30) – Allowable with restrictions

	Pre-award costs
	(31) – Allowable with restrictions (Pre-award costs)

	Professional services costs
	(32) – Allowable with restrictions

	Proposal costs
	(33) – Allowable with restrictions

	Publication and printing costs
	(34) – Allowable with restrictions

	Rearrangement and alteration costs
	(35) – Allowable (ordinary and normal); Allowable with Federal prior approval (special)

	Reconversion costs
	(36) – Allowable with restrictions

	Recruiting costs
	(1.c(1)) – Allowable with restrictions (addresses costs of advertising only)

	Relocation costs
	Not specifically addressed

	Rental cost of buildings and equipment
	(37) – Allowable with restrictions

	Royalties and other costs for use of patents
	(38) – Allowable with restrictions

	Scholarships and student aid costs
	Not specifically addressed

	Selling and marketing costs
	(39) – Unallowable with exceptions

	Specialized service facilities
	Not specifically addressed

	Student activity costs
	Not specifically addressed

	Taxes
	(40) – Allowable with restrictions

	Termination costs applicable to sponsored agreements
	(41) – Allowable with restrictions

	Training costs
	(42) – Allowable for employee development

	Transportation costs
	Not specifically addressed

	Travel costs
	(43) – Allowable with restrictions

	Trustees
	Not specifically addressed



	C.	Cash Management

	Audit Objectives

	1) Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2) Determine whether for advance payments the recipient/subrecipient followed procedures to minimize the time elapsing between the transfer of funds from the U.S. Treasury, or pass-through entity, and their disbursement.

3) Determine whether the pass-through entity implemented procedures to ensure that advance payments to subrecipients conformed substantially to the same timing requirements that apply to the pass-through entity.

4) Determine whether interest earned on advances was reported/remitted as required.

5) Determine whether an entity has awards funded on a reimbursement payment basis and, if so, whether program costs are paid for with entity funds before reimbursement is requested from the Federal Government.

	Compliance Requirements

	General

When awards provide for advance payments, recipient must follow procedures to minimize the time elapsing between the transfer of funds from the U.S. Treasury and disbursement and establish similar procedures for subrecipients.  Pass-through entities must establish reasonable procedures to ensure receipt of reports on subrecipients’ cash balances and cash disbursements in sufficient time to enable the pass-through entities to submit complete and accurate cash transactions reports to the Federal awarding agency or pass-through entity.  Pass-through entities must monitor cash drawdowns by their subrecipients to ensure that subrecipients conform substantially to the same standards of timing and amount as apply to the pass-through entity.

U.S. department of the Treasury (Treasury) regulations at 31 CFR part 205, which implement the Cash Management Improvement Act of 1990 (CMIA), as amended (Pub. L. 101-453; 31 USC 6501 et seq.), require State recipients to enter into agreements that prescribe specific methods of drawing down Federal funds (funding techniques) for selected large programs.  The agreements also specify the terms and conditions under which an interest liability would be incurred.  Programs not covered by a Treasury-State Agreement are subject to procedures prescribed by Treasury is Subpart B of 31 CFR part 205 (Subpart B).

Except for interest earned on advances of funds exempt under the Intergovernmental Cooperation Act (31 USC 6501 et seq.) and the Indian Self-Determination Act (23 USC 450), interest earned by local government and Indian tribal government grantees and subgrantees on advances is required to be submitted promptly, but at least quarterly, to the Federal agency.  Up to $100 per year may be kept for administrative expenses.  Interest earned by non-State non-profit entities on Federal fund balances in excess of $250, regardless of the funding agency, is required to be remitted to Department of Health and Human Services, Payment Management System, P.O. Box 6021, Rockville, MD 20852.
When entities are funded on a reimbursement basis, program costs must be paid for by entity funds before reimbursement is requested from the Federal Government.  
Note:  Violations of cash management rules alone generally should not result in a questioned cost unless the entity spent the interest earnings related to the excess grant cash balances on hand throughout the year (these monies would be payable back to the pass-through/federal agency).  Further, the interest earnings expended must exceed $10,000 in a single major program to be a questioned cost. (Source:  AOS CFAE)

Source of Governing Requirements
The requirements for cash management are contained in the A-102 Common Rule (§___.21), OMB Circular A-110 (2 CFR section 215.22), Treasury regulations at 31 CFR part 205, program legislation, Federal awarding agency regulations, and the terms and conditions of the award.

Availability of Other Information

Treasury’s Bureau of the Fiscal Service maintains a Cash Management Improvement Act web page (http://www.fms.treas.gov/cmia/).

(Source: 2015 OMB Compliance Supplement, Part 3)

Additional Program Specific Requirements

NOTE: ODJFS advances WIA funds to fiscal agents, so cash management requirements will apply.

Interest income is reported by the WIA areas through their normal reporting mechanism (upload in CFIS and included in 1992 data). The interest reports ODJFS provides to the areas/counties are only a tool for them to use if they have no other way to calculate interest. However, they are required to report actual interest - if possible.  If the WIA area shows the WIA funding does not earn interest, ODJFS does not require them to report interest. However, if the funds do earn interest, they must report it - whether or not the Area actually receives it from the County Auditor.

(Source:  Donna Tucker, Acting Bureau Chief, Bureau of County Finance and Technical Assistance, ODJFS, Office of Fiscal and Monitoring Services, Donna.Tucker@jfs.ohio.gov)
The Ohio department of job and family services (ODJFS) notifies the local area fiscal agent at the beginning of the state fiscal year (SFY) of the amounts the local area is eligible to receive. The local area, through the area’s designated fiscal agent, makes the WIA funding available to its subrecipients. Each local area and subrecipients of the local areas are required to establish and maintain a workforce development fund to be used for all deposits and disbursements of funds for all WIA activities.
(1) Available funds are limited by state appropriation and federal award.
(2) All payments are issued via electronic funds transfer (EFT) .
(3) All expenditures and reimbursements for activities funded under WIA are required to be made from the workforce development fund.
 (Source:  Ohio Admin. Code Rule 5101: 9-7-04(A))
When a local area is funded on a reimbursement basis, program costs are paid with local funds before reimbursement is requested. When funds are drawn in advance, the local area shall follow procedures to minimize the time elapsing between the transfer of funds from the state and local disbursement. Disbursements to a local area administering federal programs shall cover allowable expenditures consistent with federal and state regulations.
(1) A local area may submit requests for cash draws weekly. Requests are processed by ODJFS within six working days. In accordance with the Cash Management Improvement Act and Title 29 C.F.R. part 97, section 20, cash drawn in advance must be limited to the minimum amount needed for actual, immediate requirements. The local area shall have cash management procedures in place to ensure the time elapsing between the receipt of funds and the disbursement of funds does not exceed a ten-day average for all federal grants. The local area shall monitor the cash management practices of the workforce development agencies to ensure they conform to the same standards.
(2) Cash drawn shall be traceable to a level of program expenditures adequate to establish that such funds have not been used in violation of the restrictions and prohibitions of applicable statutes, rules, and regulations. The accounting systems of the local area shall support internal controls necessary to insure the reporting of activity affiliated with federal grants and state funds remain separated on a grant, program, or project basis.
ODJFS currently has a 10 day disbursement cycle (which is subject to change).  Therefore, we should deem amounts on hand significantly exceeding 10 days’ needs, as noncompliant.
(Source:  Ohio Admin. Code Rule 5101: 9-7-04 (B))
Quarterly cash on hand calculation
(1) At the end of each quarter, ODJFS will calculate each local area’s average days’ cash on hand for all federal funding based on expenditures and cash draws for the WIA data subset as they appear on the county finance information (CFIS) over/under report.
(2) The average days’ cash on hand will be calculated on an individual grant basis as follows:
(a) At the end of each quarter, ODJFS will calculate excess cash on hand by deducting the total expenditures over the lifetime of the funding source, up to the budgeted amount, from the total amount of cash draws over the lifetime of the funding source.
(b) ODJFS will then calculate the average expenditures by dividing the total expenditures by the number of calendar days the funding has been available; and
(c) Finally, ODJFS will calculate the average days’ cash on hand by dividing the excess cash on hand from the amount calculated in paragraph©(2)(a) of this rule by the average daily expenditures calculated in paragraph©(2)(b) of this rule.
(3) ODJFS will forward the results of the average days’ cash on hand calculation to the local area for review.
(a) If an event, beyond the reasonable control of the local area, results in noncompliance with the cash management requirements, the local area shall document the event and upon request of ODJFS provide documentation to the ODJFS office of fiscal and monitoring services (OFMS).
(b) If circumstances resulting in the noncompliance are caused by internal control deficiencies or operational processes, the local area shall document the steps implemented to avoid a reoccurrence and upon request provide the documentation to the ODJFS OFMS.
(c) ODJFS may take additional action to ensure the cash management practices of the local area are in compliance with paragraph (B)(1) of this rule.
 (Source:  Ohio Admin. Code Rule 5101: 9-7-04(C))
Quarterly interest calculation and reconciliation.
An interest liability accrues if federal funds are received prior to the day the funds are paid. A local area shall calculate and report earned interest quarterly. ODJFS will complete the quarterly interest reconciliation using the “State Treasury Asset Reserve of Ohio” (STAR Ohio) rate and send a preliminary spreadsheet to the local area.
(1) Interest on the cumulative amount of excess cash on hand shall be compounded daily and calculated by the local area using either the average monthly interest rate earned or the STAR Ohio interest rate published on the Ohio treasurer of state website at http://www.ohiotreasurer.org.
(2) As part of the quarterly interest reconciliation, the local area may take into consideration the months in which the local area used local funds for program purposes other than for local match and, therefore, operated on a reimbursement basis, provided the local area requests funds timely as set forth in this rule. When the monthly interest liability as calculated in paragraph (D)(1) of this rule is a negative number and when the local area has documentation identifying the funds used as local funds, the resulting negative number may be used to offset any interest liability from other months during the quarter. The format of the quarterly reconciliation will include, at a minimum, the following:
(a) The monthly interest liability owed by the local area or the monthly offsetting interest liability based upon the local area using local funds for program purposes for each applicable federal program allocation; and
(b) The total net interest liability owed by the local area or the total net offsetting interest liability based upon the local area using local funds for program purposes for each applicable federal program allocation for the quarter.
(3) The total net interest liability owed by the local area or the total net offsetting interest liability based upon the local area using local funds for program purposes for each applicable federal program allocation for the federal fiscal year (FFY). In accordance with 29 C.F.R. 97.21(i), a local area, as subgrantee, may keep interest amounts up to one hundred dollars per year for administrative expenses.
(4) For each applicable federal program allocation with a total net offsetting interest liability (a negative number calculated in the quarterly reconciliation), no adjustment to program income will be necessary. ODJFS shall not be liable to the local area for any interest liability based upon the local area using local funds for program purposes.
(Source:  Ohio Admin. Code Rule 5101: 9-7-04(D))

(E) Local area accruals and liquidations of accruals.

As expenditures are incurred, they become accrued expenses and shall be reported as accruals. At the time the accrual is liquidated (disbursed), the local area may draw down funds and shall report the disbursement of the accrual as expenditure for that quarter. All accruals shall be liquidated by the end of the period of availability

(F) The local area shall maintain the completed quarterly interest reconciliation documentation in accordance with the records retention requirements in rule 5101:9-9-21 of the Administrative Code. This documentation may be subject to inspection, monitoring, and audit by ODJFS and the Ohio auditor of state.

(Source:  Ohio Admin. Code Rule 5101: 9-7-04(E & F))

The individual grant application, agreement, or policies may contain the specific requirements for cash management.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Cash Management and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.


	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

Note: The following procedures are intended to be applied to each program determined to be major.  However, due to the nature of cash management and the system of cash management in place in a particular entity, it may be appropriate and more efficient to perform these procedures for all programs collectively rather than separately for each program.
Recipients Other than States and Subrecipients

1)	For those programs that received advances of Federal funds, ascertain (and document) the procedures established with the Federal agency or pass-through entity to minimize the time between the transfer of Federal funds and the disbursement of funds for program purposes.

2)	Select a sample of Federal cash draws and verify that:

a) Established procedures to minimize the time elapsing between drawdown and disbursement were followed.

b) To the extent available, program income, rebates, refunds, and other income and receipts were disbursed before requesting additional cash payments as required by the A-102 Common Rule (§___.22) and OMB Circular A-110 (2 CFR section 215.22).

3)	When awards are funded on a reimbursement basis, select a sample of reimbursement requests and trace to supporting documentation showing that the costs for which reimbursement was requested were paid prior to the date of the reimbursement request.

4)	Review records to determine if interest was earned on Federal cash draws.  If so, review evidence to ascertain whether it was returned to the appropriate agency.
	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A.	Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B.	Assessment of Control Risk:

C.	Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D.	Results of Compliance (Substantive Tests) Tests:

E.	Questioned Costs:  Actual __________     Projected __________




	D.	RESERVED

· In the 2015 Supplement, OMB has removed several of the compliance requirements that previously were required to be tested across all programs, when applicable.  The compliance requirements that were removed are Davis-Bacon Act (now applicable only for specified programs as a “special test or provision”); Relocation and Real Property Assistance; and, within Reporting, Subaward Reporting under the Federal Funding Accountability and Transparency Act.  As with any other change in a compliance requirement, if there was a finding(s) in any of these areas in audits conducted using the 2014 Supplement, those findings must continue to be reported in the summary schedule of prior audit findings and the corrective action plan, as provided in OMB Circular A-133 §_.315/2 CFR section 200.511, and be considered in the assessment of risk under OMB Circular A-133 §_.525(b)/2 CFR section 200.519(b).  (Source: 2015 OMB Compliance Supplement, Appendix VII)




	E.	Eligibility

	Audit Objectives

	1)	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2)	Determine whether required eligibility determinations were made, (including obtaining any required documentation/verifications), that individual program participants or groups of participants (including area of service delivery) were determined to be eligible, and that only eligible individuals or groups of individuals participated in the program.

3)	Determine whether subawards were made only to eligible subrecipients.

4)	Determine whether amounts provided to or on behalf of eligible participants or groups of participants were calculated in accordance with program requirements.

	Compliance Requirements

	The specific requirements for eligibility are unique to each Federal program and are found in the laws, regulations, and the provisions of contract or grant agreements pertaining to the program.  For programs listed in the Compliance Supplement, these specific requirements are in Part 4 – Agency Program Requirements or Part 5 – Clusters of Programs, as applicable.  This compliance requirement specifies the criteria for determining the individuals, groups of individuals (including area of service delivery), or subrecipients that can participate in the program and the amounts for which they qualify.

Source of Governing Requirements
The requirements for eligibility are contained in program legislation, Federal awarding agency regulations, and the terms and conditions of the award.
(Source: 2015 OMB Compliance Supplement, Part 3)

[bookmark: OLE_LINK8][bookmark: OLE_LINK9]Program Specific Requirements

Note: Separate eligibility requirements apply to (1) participant/citizens and (2) service providers.

1.	Eligibility for Individuals

a.	All Programs

Selective Service - No participant may be in violation of section 3 of the Military Selective Service Act (50 USC App. 453) by not presenting and submitting to registration under that Act (29 USC 2939(h)).

b.	All Subtitle B Statewide and Local Programs

(1)	An adult must be 18 years of age or older.
(2)	A dislocated worker means an individual who meets the definition in 29 USC 2801(9).
(3)	A dislocated homemaker means an individual who meets the definition in 29 USC 2801(10).
(4)	Before receiving training services, an adult or dislocated worker must have received at least one intensive service, been determined to be unable to obtain or retain employment through intensive services, and met all of the following requirements (20 CFR sections 663.240 and 663.310):
(a)	Had an interview, evaluation, or assessment and determined to be in need of training services and have the skills and qualifications to successfully complete the selected training program.
(b)	Selected a training service linked to the employment opportunities.
(c)	Was unable to obtain grant assistance from other sources, including other Federal programs, to pay the costs of the training.

c.	Subtitle B Youth Activities

A person is eligible to receive services under Youth Activities if they are between the ages of 14 and 21 at the time of enrollment (20 CFR section 664.200) and demonstrate at least one of the following barriers to employment: deficient in basic literacy skills; a school dropout; homeless; a runaway; a foster child; pregnant or parenting; offender; or an individual who requires additional assistance to complete an educational program, or to secure and hold employment (20 CFR sections 664.200, .205, and .210).

See III.G.3.d.(2), “Matching, Level of Effort, Earmarking - Earmarking,” for the requirement that at least 95 percent of eligible youth participants be disadvantaged low-income youth as defined in 29 USC 2801(25).

2.	Eligibility for Group of Individuals or Area of Service Delivery – Not Applicable

3.	Eligibility for Subrecipients – Not Applicable

(Source:  2015 OMB Compliance Supplement, Part 4)

Additional Program Specific Requirements

Rapid Response System

Eligible workers served in the rapid response program must be enrolled in the local formula funded dislocated worker program when staff-assisted services are needed and provided. The RRID number must be entered in the Dislocated Worker Eligibility field in OWCMS (OHIO WORKFORCE CASH MANAGEMENT SYSTEM) for eligible workers enrolled in the local formula funded dislocated worker programs. Workers receiving non-registered services and/or are participating in rapid response group activities (i.e. workshops, information sessions, etc) are not required to be enrolled into the local dislocated worker program. As with all other individuals enrolled in the local dislocated worker rapid response formula program, all WIA dislocated worker program eligibility requirements must be met and documented appropriately, following [WIAPL 13-01], Source Documentation Guide to WIA Eligibility (see excerpt below).

(Source: ODJFS Rapid Response Manual, Section I, available at: http://www.ohiored.gov/Misc/RRProcedureManual.pdf; Workforce Investment Act of 1998, Public Law 105-220; Workforce Investment Act Final Rules, 20 CFR Part 652, et al.; National Employment Law Project Report (NELP) 11/12/2008; Rapid Response System, response to NELP study on Ohio's Rapid Response System, 12/16/2008; The Worker Adjustment and Retraining Notification Act (WARN) [and Ron Weber]) 


Source Documentation for WIA Eligibility (WIAPL 13-01)

WIA and 20 CFR Part 652 establish general and specific program eligibility criteria. In TEN 9-06, USDOL established specific expectations for acceptable source documentation for WIA adult, dislocated worker and youth participants. The data validation requirements were issued to ensure compliance with the WIA eligibility guidelines. DOL data validation requirements form the basis for the state of Ohio case file requirements for all WIA program participants.

Local areas conducting incumbent worker training programs using local funds specifically approved by the state for this purpose are not subject to the requirements listed in this guidance, except for the General Eligibility Items that are discussed later in this guidance. Refer to WIATL 22 B for additional information on incumbent worker program specifics.

Local areas are required to verify (i.e., confirm) eligibility requirements through an examination of documents. Furthermore, local areas are required to document (i.e., maintain physical evidence of) eligibility in participant files. There are a variety of documents that may be used to verify required data elements. In fact, self-attestation and telephone/electronic verification are acceptable documents for some data elements. 

However, it is important to note that the type of acceptable documentation is dependent upon each particular data element. The charts provided list each data element collected during the application process that require documentation, and provide a variety of source documentation that may be used for verification.

Please note that the following source documentation elements represent the minimal requirements for documenting eligibility. A local area may choose to implement a more restrictive documentation policy based on knowledge of specific local conditions. However, the local policy should not be so restrictive as to make the eligibility determination an unnecessary burden. 

Dislocated Worker Local Definitions

Local areas should have their own local definitions for the following terms:
• Substantial layoff
• Unlikely to return

The rationale for each of these definitions must be clearly evident, and in the cases where they are applied, documentation must be provided that shows how the participant or the business meets the definition.

Clarification of the Use of Specific Documents

Telephone or Electronic Communication

In instances where telephone or electronic communication is acceptable and used by a local area, the case file must contain the name of the agency representative, the date of the conversation, and the result of the verification. Local areas should use standardized forms to document phone verification. If a phone conversation is used to verify dislocation, the file must contain the date of termination, the reason for termination, and if applicable, a possible recall date. Please see attachment A for a sample telephone verification form.

Self-Attestation
Applicant self-attestation statements may be used to document certain data elements. However, self-attestation can be used only if it avoids undue hardship for individuals to obtain a proof of eligibility, or if all other forms of documentation are not available. In self-attestation, a participant states his/her status or characteristic, and then signs and dates a form that acknowledges this status. Local areas should use a standardized form for self-attestation. Please see attachment B for a sample self-attestation form. 

Cross match with public assistance records

A cross match requires accessing a state public assistance records database to find detailed supporting evidence for the eligibility characteristic that is being documented. Detailed supporting evidence may include the date of eligibility determination, as well as the date and type of services provided. For example, a CRIS-E printout that shows the name, the Social Security Number, the date of determination and the amount of assistance will be considered to be detailed supporting evidence for the receipt of public assistance. However, a CRIS-E printout that shows just a check mark in a box indicating a receipt of public assistance is not enough supporting evidence.

(Source: ODJFS WIAPL 13-01, Re: Source Documentation for WIA Eligibility, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL1301%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL1301&username=guest&password=guest&publicationName=emanuals )


Poverty Income Guidelines and Lower Living Standard Income Level tables as mandated by the Ohio Administrative Code Rule 5101:9-30-03 [New Fy 2015 name: Ohio Workforce Case Management System (OWCMS)]

The poverty income guidelines and lower living standard income level are used for determining eligibility and low income for programs operated under the Workforce Investment Act. Low income is used to determine eligibility for youth services and to prioritize adult individual training accounts when funds are limited.

The Ohio Administrative Code Rule 5101:9-30-03 titled: Workforce Investment Act poverty income guidelines and lower living standard income level, describes the use and the enforcement of the poverty income guidelines and the lower living standard income level by programs under the Workforce Investment Act.

The poverty income guidelines and lower living standard income level are issued at separate time frames and by different federal agencies. The Department of Health and Human Services is responsible for the federal poverty income guidelines and historically releases new guidelines during the first quarter of the calendar year. The Secretary of Labor determines and historically releases the lower living standard income level for Title I of the Workforce Investment Act during the end second quarter of the calendar year. The poverty income guidelines and the lower living standard income level are revised annually by the Office of Workforce Development, Ohio Department of Job and Family Services (ODJFS).

The income tables are revised at the federal level. The tables, poverty income guidelines and lower living standard income level, will be updated in OWCMS (OHIO WORKFORCE CASH MANAGEMENT SYSTEM) for income-based eligibility determination. 

(Source:  ODJFS WIA Policy Letter 10-04, dated September 3, 2010, Re: Poverty Income Guidelines and Lower Living Standard Income Level, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL1004%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL1004&username=guest&password=guest&publicationName=emanuals ) 

The Poverty Income Guidelines are available at: http://aspe.hhs.gov/poverty/index.cfm .


Waiver on Individual Training Accounts (ITA) for Youth Participants

The Workforce Investment Act, Public Law 105-220, dated August 7, 1998, Section 134 (d) (4) (G) requires the use of an ITA for training services for the adult and dislocated worker programs. WIA, 20 Code of Federal Regulations, Section 664.510 allows youth, who are 18 years of age and above, to use an ITA for training services if they are co-enrolled in the adult and/or dislocated worker programs.

On June 30 2010, the U.S. Department of Labor (DOL) granted Ohio a waiver extension allowing the use of ITAs for older and out-of-school youth participants without co-enrolling in the adult and/or dislocated worker program for training services requiring an ITA.  An extension of this waiver has been granted through June 30, 2017.

Local areas can provide ITA to these categories of youth participants without co-enrolling them in the adult and/or dislocated worker program. Local areas must use their local youth formula allocations to provide ITAs to the eligible youth participants who are enrolled in the WIA youth program. This waiver applies statewide. A local Workforce Investment Board (WIB) does not need to make a formal request to implement this waiver.

Administrative entities may utilize the ETPL when issuing ITAs under this waiver. The administrative entity must procure the occupational skills training youth program element for individuals not using an ITA.

Out-of-School Definition
1. Enrolled in Education leading to a certificate – In-School
(See exception in Number 3)
2. Not attending School leading to a certificate – Out-of-School
3. In post-secondary education & basic skills deficient – Out-of-School
A. Post-Secondary Education – A program at an accredited degree-granting institution that leads to an academic degree (e.g. A.A., A.S., B.A., B.S.).
B. If in Post-Secondary education they are not available for work; therefore cannot be considered unemployed or underemployed.

An ITA must be a part of a youth’s individual service strategy (ISS). The decision to use an ITA is based on an objective assessment. The participant must have the qualifications to succeed in an occupational skills training program and funding must be available. A determination must be made that occupational skill training is necessary and is for a demand occupation. Youth should be cautioned and encouraged not to use an ITA as an enticement to drop out of high school or terminate other academic programs.

The administrative entity must ensure that youth have access to and select providers and programs from the State Eligible Training Provider list (ETP).

All ITAs awarded to youth participants must be reported in the OWCMS (Ohio Workforce Cash Management System).  If a youth is receiving services through the ten youth program elements and an ITA, the youth performance measures apply. When you co-enroll a youth in both the ten youth elements and the adult and/or dislocated programs, the performance measures apply as appropriate. The WIB should provide policy direction to the administrative entity staff to evaluate outcomes at least quarterly to determine any impact of the waiver.

(Source: ODJFS WIA Policy Letter 10-02-2, dated March 6, 2014, re: Waiver on ITA for Youth Participants, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL10021%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL10021&username=guest&password=guest&publicationName=emanuals ; Workforce Investment Act (WIA) 1998, Public Law 105-220, August 7, 1998; Sections 101 (33) 123, 129 (c), 134 and 189 (i) (4) (B); WIA, 20 Code of Federal Regulations, Final Rules, August 11, 2000, Sections 661.340 661.420(c) and (e), 664.405 (4) and 664.510; Training and Employment Guidance Letter (TEGL) 17-05, February 17, 2006)


Adult and Dislocated Worker Suitability Requirements for Intensive and Training Services in WIA Programs

The WIA program is designed to provide employment and training opportunities to those who can benefit from, and who are in need of such opportunities. However, WIA is not an entitlement program. This requires local WIBs to ensure that eligible individuals are determined to be suitable for program enrollment based upon a consistent equitable assessment that is relevant to the level of services for which the individuals are applying.

WIA staff must gather information and assess suitability in a timely fashion. Local WIBs should strive to establish a customer flow that allows an expedited path to needed services in order to maximize the amount of time a dislocated worker can receive financial support through Unemployment Compensation and / or Trade benefits while enrolled in services.

A. Determination of Suitability for Intensive Services

Suitability for program enrollment into the adult and dislocated worker programs must be driven by local WIB policy and applies to eligible adults and dislocated workers that progress from registered core to intensive services.

Determining an individual's suitability and "need" for intensive services requires one-on-one assistance with WIA staff, and it is here that information must be obtained to identify if WIA intensive services are appropriate for the eligible core services participant. A review of individual barriers (current or potential), work history, existing skills, interests, expectations, and the availability of appropriate intensive services in the local area are all factors that should be reviewed in order to determine if the individual should be enrolled beyond core services.

WIA adult and/or dislocated worker intensive services are intended for employed and unemployed individuals who are unable to obtain or retain employment at the core service level. All employed individuals must demonstrate that they are not self-sufficient as defined by the local WIB policy in order to move from core to intensive services.

B. Determination of Suitability for Training Services

Access to training services requires more information in order to determine if training is needed and appropriate for the intensive services participant. The regulations require that in order to receive training services, the participant must:
1. Be unable to obtain or retain employment through core and intensive services;
2. Be determined to be in need of training after an individual interview, evaluation, or assessment;
3. Have the skills and qualifications to successfully participate in the selected program of training services;
4. Select a program of training services that are directly linked to the employment opportunities in the local area involved or in other areas in which the individual is willing to relocate; and
5. Be unable to obtain other grant assistance for training or require assistance beyond the assistance made available under other grant assistance programs including Pell Grant funds.

This information, combined with assessment data collected during intensive services (such as a review of barriers, dependency, employment history, interests, etc), help determine suitability or "need" for training assistance.

The process to obtain this information is a local decision. However, this information should be a combination of—among other things—standardized tests, interviews, inventory of applicants' fields of interest, skills assessments, career exploration, and available labor market information.

C. Additional Requirements for Adult-Funded ITAs

In addition to the criteria listed in B, WIA adult-funded ITAs may be approved only for those who have been determined to be below a locally defined standard of "family self-sufficiency." This does not apply to ITAs funded with other WIA funding streams.

WIBs are required to develop the criteria for "family self-sufficiency" and make it available for review during monitoring and audits. The term "family" in family self-sufficiency refers to the definition found in WIA Section 101 (15).

This requirement is intended to ensure that individuals (including adults, ages 18-23) enrolled in WIA adult-funded ITAs are those whose families lack or have limited ability to pay for the training and supportive services needed in order to obtain or retain employment.

WIA eligible adults who are over the local standard are not eligible for adult-funded ITAs. Other WIA services may be provided, as appropriate. They may also be served using other WIA funds, if eligible.

In order to comply with this requirement, all young adults, ages 18-23, who are applying for WIA adult-funded ITAs, must be screened for dependency status. If the young adult is found to be a dependent, the applicant and his/her family are to be screened for "family self-sufficiency."

The new local definition of family self-sufficiency should not be confused with the local "self-sufficiency" definition required under WIA regulations to be applied to all employed adults and dislocated workers when determining eligibility for intensive services. A chart which distinguishes the differences between these terms is included with this policy as Attachment A.

D. Extenuating Circumstances for WIA Adult-Funded ITAs

"Extenuating Circumstances" are defined as an economic hardship that is beyond the reasonable control of the person(s) responsible for providing financial assistance to the WIA participant for training. The costs related to the economic hardship must be the responsibility of that person or for his or her legal dependent, spouse, or parent. Those costs must be ongoing and expected to cause a financial hardship for the duration of the ITA.

Economic hardships include, but are not limited to:
· The portion of medical procedure or prescription medication costs that are not covered by insurance and are ongoing and determined to be medically essential;
· Health insurance premium payments that are not paid for by private or public sources;
· Payments on past due or back mortgage, rent, or essential services (e.g., electric, water, natural gas, propane, and other utility arrearages) that accumulated because of involuntary unemployment or underemployment;
· Ongoing payments to a nursing home, home health care provider, elder care provider, or assisted living provider; and
· Payments toward debt that accumulated as a result of a natural disaster, severe illness, or disability;

Extenuating circumstances do not include normal rent, mortgage, utility, court ordered child support, court-ordered spousal support, automobile, fuel, grocery, credit card, or "pay-day loan," payments.

Exceptions may be approved on a case by case basis for individuals whose family income exceeds the family self-sufficiency standard. Documentation explaining the extenuating circumstances must be maintained in the participant file, along with the signature approval of the local WIB Fiscal Agent and WIB Director or designee.

E. Documentation

Documentation must be maintained in the participant file in order to justify the approval for training. This includes documentation to support an approved ITA with WIA adult funds that meets the local definition of "family self-sufficiency." The type of documentation will be driven by the requirements at the local level which at a minimum, meet the conditions described in this policy.

F. Mandated Screening for Determination of Close Family or Stakeholder Relationships

A relevant factor that must be considered prior to enrollment into adult and/or dislocated worker intensive and training services is the determination of whether the participant is an immediate family member, close acquaintance, or stakeholder with someone in the WIA workforce system. (See WIAPL 08-13.2)

If it is determined that a relationship exists between the participant and a stakeholder or relative in the WIA workforce system, case managers must follow the local WIB policy that describes the mandatory procedures governing how these individuals may be assessed and potentially served.

G. WIB Policy Requirements

All WIBs must have a suitability policy for enrollment into adult and/or dislocated worker intensive and training services. WIBs must also have a local definition of "family self-sufficiency" that applies to all WIA-funded adult ITAs. This required definition may be incorporated into the local suitability policy or incorporated into other appropriate and relevant policies so long as the definition is explicitly applied to WIA-funded adult ITAs.

The local policy must include documentation required for suitability determination and family self-sufficiency (see section E. Documentation). A reference to the WIB approved policy regarding disclosure and procedures for serving relatives and stakeholders of the WIA workforce system must also be included in the local suitability policy. Close relationships could cause a real or perceived conflict for enrollment in the WIA program.

Local WIBs should review previously submitted suitability policies and revise as necessary based on the new language contained in this state policy modification.

(Source: ODJFS WIA Policy Letter 08-12.3, dated May 27, 2011, Re: Adult and Dislocated Worker Suitability Requirements for Intensive and Training Services in WIA Programs available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL08123%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL08123&username=guest&password=guest&publicationName=emanuals ; Workforce Investment Act of 1998, Public Law 105-220; Workforce Investment Act Final Rules, 20 CFR Part 652, et. al.; U. S. DOL TEGL 17-05; ODJFS, WIAPL 08-11.1) 


Needs-Related Payments (NRPs) – WIA Adult/Dislocated Worker Formula Funds

NRPs provide financial assistance to participants for the purpose of enabling individuals to participate in training programs, and are one of the supportive services authorized by WIA section 134(e)(3). Federal regulations require that payments must be based on financial need.

Adult/Dislocated Worker formula funded NRPs are an allowable support service where authorized by local workforce investment boards. It is a local WIB decision to allow or prohibit the payment of NRPs. The local WIB supportive service policy must indicate whether or not NRPs are available to eligible participants.

A. Eligibility for Needs-Related Payments

Receiving needs-related payments is not an entitlement for eligible participants.

Adult Eligibility

To be eligible for NRPs, an Adult must:
1. Be unemployed;
2. Not qualify for or have ceased to qualify for Unemployment Compensation (UC); and,
3. Be enrolled in a program of training services under WIA, section 134(d) (4).

Dislocated Worker Eligibility

This supportive service is based upon the family's financial need, as well as the participant's enrollment into training and ineligibility for Unemployment Compensation (UC) and Trade Readjustment Allowance (TRA) assistance. This two-part determination is described below.

To be eligible for NRPs, a Dislocated Worker must:

Part 1 – Financial Need
1. Individuals must have a three-month family income of less than the Lower Living Standard Income Level (LLSIL).
2. Determination of financial need may be determined up to ninety days prior to the start of training. This initial determination of eligibility is based on the family income from the prior three months.

And

Part 2 – Training & UC/TRA Status
1. Be unemployed, and:
a. Have ceased to qualify for UC or TRA; and
b. Be enrolled in a program of training services under WIA by the end of the 13th week after the most recent layoff that resulted in a determination of the worker's eligibility as a dislocated worker, or, if later, by the end of the 8th week after the worker is informed that a short-term layoff will exceed 6 months.

If, due to the lack of funds in the State or local area at the time of a dislocation, unemployed individuals served by a project are not able to meet the 13th or 8th week deadline for enrollment in training, as set forth in WIA section 134(e)(3)(B), then such individuals may be eligible for needs-related payments if they are enrolled in training by the end of the 6th week following the date of the funds award.

2. Be unemployed and did not qualify for UC or TRA.

If the participant is not initially eligible and his or her financial situation changes during the course of training, eligibility may be re-determined throughout the course of participation. However, the timeframe requirements for beginning training (if applicable) and the family income requirements must be met in order to begin issuing needs-related payments.

If these eligibility requirements are met, individuals may be awarded NRPs from WIA funding prior to the start date of training classes for the purpose of enabling the individual to participate in programs of employment and training services that begin within thirty (30) calendar days.

Note: Verification demonstrating proof of UC payments, amounts paid, and the fact that the participant is no longer receiving benefits, all need to be part of the participant's file. Refer to WIATL No. 27 for case file documentation requirements.

B. Level of Payments and Conditions

Adults

The level of NRP made to Adults may not exceed the equivalent weekly amount of the local area's annual 100% LLSIL for a family of one.

Dislocated Workers

The level of needs-related payments for participants will not exceed the following:
1. For participants who were eligible for unemployment compensation (UC) as a result of the qualifying dislocation, and who are no longer receiving benefits, the weekly payment may not exceed the applicable weekly level of the unemployment compensation benefits; or
2. For participants who did not qualify for unemployment compensation as a result of the qualifying layoff, the weekly payment will be equal to the poverty level based on family size and income for an equivalent period.

C. Participant Training Requirements

Weekly payments may begin on the Monday after both eligibility and training enrollment criteria have been met.
If the participant has been accepted into a training program that will begin within 30 calendar days of the determination of NRP eligibility, payments may be awarded prior to the start date of training classes for the purpose of enabling the participant to enroll in the program. All training participants must be enrolled and attending full-time training as defined by the school, and maintain a minimum GPA of 2.0 in order to continue receiving NRPs.

When a participant has a break in training of less than 30 business days (not counting weekends or holidays), the participant is still eligible for NRPs and will receive the weekly NRP. If the break in training is greater than 30 business days, the participant will not receive NRPs for that period until the participant's training program begins.
In the event that training is delayed, NRPs may be paid while a participant is waiting to start training classes provided the participant has been accepted in a training program that will begin within thirty (30) calendar days.
In the event the participants' circumstances prevent them from beginning training, or the training is further delayed (over 30 days), the case manager must make the participant aware of the need to disclose this information to avoid disallowed costs. The provider must also inform the case manager of delays to their training program.

NRP funds may be used only during the period in which an individual participates in WIA training.

Needs-related payments must be immediately terminated for any participant who fails to meet one of these training requirements.

E. Continuing Eligibility to Receive NRPs

Participants receiving NRPs must re-qualify for these benefits during the period of the training program every ninety days from the date of the original determination. This re-determination shall be based on the family income for the previous ninety day period. Any income from needs-related payments will not be included. The total revised family income so determined shall continue to be annualized to determine the participant's current eligibility for needs-related payments. Where the revised family income exceeds the LLSIL, the eligible participant shall not be eligible for needs-related payments. Where the revised family income does not exceed the LLSIL, the eligible participant shall continue to receive needs-related payments. NRPs are not allowable for participants receiving UC, TRA, OJT, and relocation assistance.

(Source: ODFJS WIA Policy Letter 08-14, dated August 10, 2009, re: Needs-Related Payments (NRPs) – WIA Adult/Dislocated Worker Formula Funds, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL0814%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL0814&username=guest&password=guest&publicationName=emanuals ; Federal Register / Vol. 69, No. 81 / Tuesday, April 27, 2004 / Notices; Workforce Investment Act of 1998, Public Law 105-220, August 7, 1998, WIA Section 134; 20 CFR Part 652 et al. Sections §663.815, §663.820, §663.825, §663.840, §667.272(c), §671.140; TEGL No. 17-05; Lower Living Standard Income Level (LLSIL) Guidelines – 2009; TEGL No. 7-99) 


Dislocated Worker Eligibility - Discharged Military Service Members/Military Spouses

U. S. Department of Labor (USDOL) issued Training and Employment Guideline Letter 22-04 on March 22, 2005, provided clarification on this issue and is attached with this document for your reference. Essentially, it is USDOL policy that being discharged (under honorable circumstances) either voluntarily or involuntarily terminates an employment relationship between an individual and the military and thus falls within the scope of the terminated component of the WIA definition of dislocated worker. The separating military personnel must also satisfy the other criteria for dislocated worker eligibility, including the requirement that the individual is “unlikely to return to a previous industry or occupation.”

A military spouse who leaves his/her job to follow his/her spouse may be determined eligible as a dislocated worker under certain circumstances. The military spouse may also meet the criteria as a displaced homemaker and may be considered eligible as a dislocated worker. Details regarding the circumstances for eligibility are found within TEGL 22-04.

(Source: ODJFS Memo dated November 8, 2006, Re: Dislocated Worker Eligibility - Discharged Military Service Members/Military Spouses)


Dislocated Worker Eligibility Determination for Locked-Out Workers

The Workforce Investment Act, Public Law 105-220, dated August 7, 1998, Section 101 defines the term “dislocated worker” as an individual who meets specific criteria, primarily that an individual must be: (1) laid off or terminated from employment, (2) eligible for unemployment compensation, and (3) unlikely to return to his/her previous industry or occupation (see WIA section 101(9)(A)(iii)). 

When an ODJFS Office of Unemployment Compensation hearing officer has issued a determination that a lockout exists, individuals prevented from working for a period of 120 days as a result of that lockout shall be considered “unlikely to return to a previous industry or occupation”. The 120 day duration starts on either the date of layoff or date of lockout, whichever is earlier, at which point the locked-out workers are considered to be unemployed for WIA dislocated worker eligibility purposes. Eligibility for services does not constitute an entitlement to services for locked-out workers. Local workforce investment areas will still maintain responsibility for determining the individual need for services, including the appropriateness of specific training given the skills of the applicant and the requirements of the labor market.

If desired, local Workforce Investment Boards may establish policies that consider individuals in a lockout situation “unlikely to return to a previous industry or occupation” if the individuals have been laid off for a duration of less than 120 days. Local policies may not require a duration greater than 120 days. For purposes of WIA performance results, local workforce investment areas will be held harmless for locked-out individuals served under this policy and reported according to instructions that will be provided by OWD. OWD will re-negotiate performance standards with local workforce investment areas that request renegotiation as a result of services to locked-out individuals. Local areas must follow the OWD reporting instructions, so that individuals may be tracked separately and performance may be re-negotiated. OWD will assist local areas in the re-negotiation process, using existing WIA policy.

A listing of Lockout Status Employers (Attachment A to TL 29) is available on the ODJFS website at: http://jfs.ohio.gov/owd/WorkforceProf/policy_info.stm. 

(Source: ODJFS WIA Transmittal Letter 29, dated February 21, 2007, re: Dislocated Worker Eligibility Determination for Locked-Out Workers, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIATL29%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIATL29&username=guest&password=guest&publicationName=emanuals ; Workforce Investment Act of 1998, Public Law 105-220: Section 101 (9); 29 USC 2801) 


NOTE:  THE LOCAL WIA AREA PROVIDERS ARE PERMITTED TO ESTABLISH THEIR OWN ELIGIBILITY CRITERIA (WHICH MUST BE CONSISTENT WITH THE FEDERAL PROGRAM CRITERIA, BUT CAN SOMETIMES BE MORE SPECIFIC/RESTRICTIVE) BASED UPON THE NEED IN THEIR LOCAL WIA AREA.  AUDITORS MUST OBTAIN A COPY OF THE LOCAL WIA AREA’S ELIGIBILITY CRITERIA AND INCORPORATE ANY SIGNIFICANT REQUIREMENTS INTO THIS SECTION OF THE FACCR AND TEST ACCORDINGLY.


The individual grant application, agreement, or policies may contain the specific requirements for eligibility.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Eligibility and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

1)	Eligibility for Individuals

a)	For some Federal programs with a large number of people receiving benefits, the non-Federal entity may use a computer system for processing individual eligibility determinations and delivery of benefits.  Often these computer systems are complex and will be separate from the non-Federal entity’s regular financial accounting system.  Typical functions a computer system for eligibility may perform are:

(1)	Perform calculations to assist in determining who is eligible and the amount of benefits.
(2)	Pay benefits (e.g., write checks).
(3)	Maintain eligibility records, including information about each individual and benefits paid to or on behalf of the individual (regular payments, refunds, and adjustments).
(4)	Track the period of time during which an individual is eligible to receive benefits, i.e., from the beginning of the date of eligibility through the date when those benefits stop, generally at the end of a predetermined period unless, there is a redetermination of eligibility.
(5)	Perform matches with other computer databases to verify eligibility (e.g., matches to verify earnings or identify individuals who are deceased).
(6)	Control who is authorized to approve benefits for eligible individuals (e.g., an employee may be approving benefits on-line and this process may be controlled by passwords or other access controls).
(7)	Produce exception reports indicating likely errors that need follow-up (e.g., when benefits exceed a certain amount, would not be appropriate for a particular classification of individuals, or are paid more frequently than normal).

Because of the diversity of computer systems, both hardware and software, it is not practical for the OMB Compliance Supplement to provide suggested audit procedures to address each system.  However, generally accepted auditing standards provide guidance for the auditor when computer processing relates to accounting information that can materially affect the financial statements being audited.  Similarly, when eligibility is material to a major program, and a computer system is integral to eligibility compliance, the auditor should follow this guidance and consider the non-Federal entity’s computer processing.  The auditor should perform audit procedures relative to the computer system for eligibility as necessary to support the opinion on compliance for the major program.  Due to the nature and controls of computer systems, the auditor may choose to perform these tests of the computer systems as part of testing the internal controls for eligibility.

b)	Split Eligibility Determination Functions

(1)	Background – Some non-Federal entities pay the Federal benefits to the eligible participants but arrange with another entity to perform part or all of the eligibility determination.  For example, a State arranges with local government social services agencies to perform the “intake function” (e.g., the meeting with the social services client to determine income and categorical eligibility) while the State maintains the computer systems supporting the eligibility determination process and actually pays the benefits to the participants.  The State is fully responsible for Federal compliance for the eligibility determination as the benefits are paid by the State and State shows the benefits paid as Federal awards expended on the State’s Schedule of Expenditures of Federal Awards.  Therefore, the auditor of the State is responsible for meeting the internal control and compliance audit objectives for eligibility.  This may require the auditor of the State to perform or arrange for additional procedures to ensure compliant eligibility determinations when another entity performs part of the eligibility determination functions.  The responsibility of the auditor of the State for auditing eligibility does not relieve the auditor of the other entity (e.g., local government) from responsibility for meeting those internal control and compliance audit objectives for eligibility that apply to the other entity’s responsibilities.  An exception occurs when the auditor of the other entity confirms with the auditor of the State that certain procedures are not necessary.
(2)	Ensure that eligibility testing includes all benefit payments regardless of whether another entity, by arrangement, performs part of the eligibility determination functions.

c)	Perform procedures to ascertain if the non-Federal entity’s records/database includes all individuals receiving benefits during the audit period (e.g., that the population of individuals receiving benefits is complete).

d)	Select a sample of individuals receiving benefits and perform tests to ascertain if:
(1)	The required eligibility determinations and redeterminations, (including obtaining any required documentation/verifications) were performed and the individual was determined to be eligible in accordance with the compliance requirements of the program.  (Note that some programs have both initial and continuing eligibility requirements and the auditor should design and perform appropriate tests for both.  Also, some programs require periodic redeterminations of eligibility, which should also be tested.)
(2)	Benefits paid to or on behalf of the individuals were calculated correctly and in compliance with the requirements of the program.
(3)	Benefits were discontinued when the period of eligibility expired.

e)	In some programs, the non-Federal entity is required to use a quality control process to obtain assurances about eligibility.  Review the quality control process and perform tests to ascertain if it is operating to effectively meet the objectives of the process and in compliance with applicable program requirements.

2)	Eligibility for Group of Individuals or Area of Service Delivery—Not Applicable

3)	Eligibility for Subrecipients—Not Applicable

	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A.	Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B.	Assessment of Control Risk:

C.	Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D.	Results of Compliance (Substantive Tests) Tests:

E.	Questioned Costs:  Actual __________     Projected __________




	F.	Equipment and Real Property Management

	Audit Objectives

	1)	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2)	Determination whether the non-Federal entity maintains proper records for equipment and adequately safeguards and maintains equipment.

3)	Determine whether disposition or encumbrance of any equipment or real property acquired under Federal awards is in accordance with Federal requirements and that the awarding agency was compensated for its share of any property sold or converted to non-Federal use.

	Compliance Requirements

	Equipment Management

Title to equipment acquired by a non-Federal entity with Federal awards vests with the non-Federal entity.  Equipment means tangible nonexpendable property, including exempt property, charged directly to the award having a useful life of more than one year and an acquisition cost of $5000 or more per unit.  However, consistent with a non-Federal entity’s policy, lower limits may be established.

A State shall use, manage, and dispose of equipment acquired under a Federal grant in accordance with State laws and procedures.  Local governments shall use State laws and procedures for equipment acquired under a subgrant from a State.

Local governments and subgrantees shall follow the A-102 Common Rule for equipment acquired under Federal awards received directly from a Federal awarding agency.  Institutions of higher education, hospitals, and other non-profit organizations shall follow the provisions of OMB Circular A-110.  Basically the A-102 Common Rule and OMB Circular A-110 require that equipment be used in the program for which it was acquired or, when appropriate, other Federal programs.  Equipment records shall be maintained, a physical inventory of equipment shall be taken at least once every 2 years and reconciled to the equipment records, an appropriate control system shall be used to safeguard equipment, and equipment shall be adequately maintained.  When equipment with a current per unit fair market value of $5000 or more is no longer needed for a Federal program, it may be retained or sold with the Federal agency having a right to a proportionate (percent of Federal participation in the cost of the original project) amount of the current fair market value.  Proper sales procedures shall be used that provide for competition to the extent practicable and result in the highest possible return.

Source of Governing Requirements - Equipment

The requirements for equipment are contained in the A-102 Common Rule (§___.32), OMB Circular A-110 (2 CFR section 215.34), program legislation, Federal awarding agency regulations, and the terms and conditions of the award.

Real Property Management

Title to real property acquired by non-Federal entities with Federal awards vests with the non-Federal entity.  Real property shall be used for the originally authorized purpose as long as needed for that purpose.  For non-Federal entities covered by OMB Circular A-110 and with written approval from the Federal awarding agency, the real property may be used in other federally sponsored projects or programs that have purposes consistent with those authorized for support by the Federal awarding agency.  The non-Federal entity may not dispose of or encumber the title to real property without the prior consent of the awarding agency.

When real property is no longer needed for federally supported programs or projects, the non-Federal entity shall request disposition instructions.  (For purposes of this compliance requirement, the recipient makes the request to the Federal awarding agency.  Subrecipients make requests through the recipient (pass-through entity) and do not make requests directly to the Federal awarding agency.  The pass-through recipient is required to comply (ensure compliance) with the direction of the Federal awarding agency and the terms and conditions of its award.  When real property is sold, sales procedures should provide for competition to the extent practicable and result in the highest possible return.  If sold, non-Federal entities are normally required to remit to the awarding agency the Federal portion (based on the Federal participation in the project) of net sales proceeds.  If the property is retained, the non-Federal entity shall normally compensate the awarding agency for the Federal portion of the current fair market value of the property.  Disposition instructions may also provide for transfer of title in which case, the non-Federal entity is entitled to compensation for its percentage share of the current fair market value.

Source of Governing Requirements – Real Property

The requirements for real property are contained in the A-102 Common Rule (§___.31), OMB Circular A-110 (2 CFR section 215.32), program legislation, Federal awarding agency regulations, and the terms and conditions of the award.

(Source: 2015 OMB Compliance Supplement, Part 3)

Additional Program Specific Requirements

Recipients and subrecipients may permit employers to use WIA-funded, local area services, facilities, or equipment, on a fee-for-service basis, to provide employment and training activities to incumbent workers if this does not interfere with utilization by eligible participants and the income generated from such fees is treated as program income (29 USC 2945(13); 20 CFR section 667.200(a)(8)).

(Source:   2015 OMB Compliance Supplement, Part 4  )

Through discussion with the U.S. Department of Labor, if an asset has been purchased for $5,000 or more or has a current per-unit fair market value of more than $5,000 and was originally charged to a cost pool, then that cost pool can be listed under percentage of federal participation.  When the asset is sold or otherwise disposed of, the same cost pool must be refunded using current allocation at the time of disposal.

The individual grant application, agreement, or policies may contain the specific requirements for equipment and real property management.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Equipment and Real Property Management and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

(Procedure 1 only applies to subrecipients of States that are local governments or Indian tribal governments.  Procedure 2 only applies to States and to subrecipients of States that are local governments or Indian tribal governments.) 
1)	Obtain the entity’s policies and procedures for equipment management and ascertain if they comply with the State’s policies and procedures.

2)	Select a sample of equipment transactions and test for compliance with the State’s policies and procedures for management and disposition of equipment.

(Procedures 3-4 only apply to institutions of higher education, hospitals, and other non-profit organizations, and Federal awards received directly from a Federal awarding agency by a local government or an Indian tribal government.)
3)	Inventory Management of Equipment

a)	Inquire is a required physical inventory of equipment acquired under Federal awards was taken within the last 2 years.  Test whether any differences between the physical inventory and equipment records were resolved.  Review documentation to corroborate management’s comments.

b)	Identify equipment acquired under Federal awards during the audit period and trace selected purchases to the property records.  Verify that the property records contain the following information about the equipment:  description (including serial number or other identification number), source, who holds title, acquisition date and cost, percentage of Federal participation in the cost, location, condition, and any ultimate disposition data including, the date of disposal and sales price or method used to determine current fair market value.

c)	Select a sample of equipment identified as acquired under Federal awards from the property records and physically inspect the equipment including whether the equipment is appropriately safeguarded and maintained.

4)	Disposition of Equipment

a)	Determine the amount of equipment dispositions for the audit period and perform procedures to verify that dispositions were properly classified between equipment acquired under Federal awards and equipment otherwise acquired.

b)	For dispositions of equipment acquired under Federal awards, perform procedures to verify that the dispositions were properly reflected in the property records.

c)	For dispositions of equipment acquired under Federal awards with a current per-unit fair market value of $5000 or more, test whether the awarding agency was reimbursed for the appropriate Federal share.

(Procedure 5 applies to States, local governments, Indian tribal governments and non-profit organizations regardless of whether funding is received as a recipient or subrecipient.)
5)	Disposition of Real Property

a)	Determine real property dispositions for the audit period and ascertain such real property acquired under Federal awards.

b)	For dispositions of real property acquired under Federal awards, perform procedures to verify that the non-Federal entity followed the instructions of the awarding agency, which will normally require reimbursement to the awarding agency for the Federal portion of net sales proceeds or fair market value at the time of disposition, as applicable.
	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A.	Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B.	Assessment of Control Risk:

C.	Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D.	Results of Compliance (Substantive Tests) Tests:

E.	Questioned Costs:  Actual __________     Projected __________




	G.	Matching, Level of Effort, Earmarking

	Audit Objectives

	1)	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2)	Matching – Determine whether the minimum amount or percentage of contributions or matching funds was provided.

3)	Level of Effort – Determine whether specified service or expenditure levels were maintained.

4)	Earmarking – Determine whether minimum or maximum limits for specified purposes or types of participants were met.

	Compliance Requirements

	The specific requirements for matching, level of effort, and earmarking are unique to each Federal program and are found in the laws, regulations, and the provisions of contract or grant agreements pertaining to the program.  For programs listed in the OMB Compliance Supplement, these specific requirements are in Part 4 – Agency Program Requirements or Part 5 – Clusters of Programs, as applicable.

However, for matching, the A-102 Common Rule (§___.24) and OMB Circular A-110 (2 CFR section 215.23) provide provides detailed criteria for acceptable costs and contributions.  The following is a list of the basic criteria for acceptable matching:

· Are verifiable from the non-Federal entity’s records.
· Are not included as contributions for any other federally assisted project or program, unless specifically allowed by Federal program laws and regulations.
· Are necessary and reasonable for proper and efficient accomplishment of project or program objectives.
· Are allowed under the applicable cost principles.
· Are not paid by the Federal Government under another award, except where authorized by Federal statute to be allowable for cost sharing or matching.
· Are provided for in the approved budget when required by the Federal awarding agency.
· Conform to other applicable provisions of the A-102 Common Rule and OMB Circular A-110 and the laws, regulations, and provisions of contract or grant agreements applicable to the program.

Matching, level of effort and earmarking are defined as follows:
1)	Matching or cost sharing includes requirements to provide contributions (usually non-Federal) of a specified amount or percentage to match Federal awards.  Matching may be in the form of allowable costs incurred or in-kind contributions (including third-party in-kind contributions).

2)	Level of effort includes requirements for (a) a specified level of service to be provided from period to period, (b) a specified level of expenditures from non-Federal or Federal sources for specified activities to be maintained from period to period, and (c) Federal funds to supplement and not supplant non-Federal funding of services.

3)	Earmarking includes requirements that specify the minimum and/or maximum amount or percentage of the program’s funding that must/may be used for specified activities, including funds provided to subrecipients.  Earmarking may also be specified in relation to the types of participants covered.  

Source of Governing Requirements
The requirements for matching are contained in the A-102 Common Rule (§____.24), OMB Circular A-110 (2 CFR section 215.23), program legislation, Federal awarding agency regulations, and the terms and conditions of the award. The requirements for level of effort and earmarking are contained in program legislation, Federal awarding agency regulations, and the terms and conditions of the award.
(Source: 2015 OMB Compliance Supplement, Part 3)


Additional Program Specific Requirements

1.	Matching – Not Applicable

2	Level of Effort – Not Applicable

3.	Earmarking

Subtitle B Local Programs

a.	Local Areas

Administrative Cost Limits - A local area may expend no more than 10 percent of the Adult, Dislocated Worker, and Youth Activities funds allocated to the local area under Sections 128(b) and 133(b) of the Act for administrative costs.  The funds provided for administrative costs by one of the three fund sources (Adult, Dislocated Worker, Youth Activities) can be used for administrative costs of the other two sources (20 CFR section 667.210(a)(2)).

It is the responsibility of each individual area agency to ensure the area as a whole meets the requirement.  For example, Area 7, as a whole, must meet this standard.  Therefore, it is not a violation for a county within an area to spend more than 10% for administration.  However, if we determine a county or other sub-recipient has spent more than 10% on administration, we should report it in the management letter.  We should disclose the percentage and amount of administrative costs exceeding 10%, and recommend they review their administrative costs to help assure the area does not exceed its 10% limit.    We should recommend the entity monitor compliance with this requirement and adjust their spending if needed.  (Source:  AOS CFAE)

(Amounts an area as a whole expends on administration in excess of 10% would be questioned costs to the area agency.)

b.	Youth Activities

(1)	Out-of School Youth – Thirty percent of the Youth Activity funds allocated to the local areas, except for the local area expenditures for administration, must be used to provide services to out-of-school youth (20 CFR section 664.320).

(For example, if 10% of the total CFDA 17.259 funds are spent for administration, the county is required to spend 30%  x  90%  = 27% of its youth allocation on out-of-school youth.)

Note:  In the calendar year 2002 and 2003 single audits, this was a common finding; however, the auditors did not consider that the 30% requirement is based on the entire allocation to the Area.  The recipient of the entire youth allocation, technically the area agency, must meet the requirement within the two (2) year period of fund availability. (see FACCR section H)  We should determine if total out-of-school youth expenditures did not meet the 30% requirement. If so, our management letter should alert the entity they have not met this requirement.  We should recommend the auditee monitor this requirement to ensure the area meets this requirement as a whole.  The Area Agency is responsible for complying with the 30% requirement, not its subrecipients.  

(Source:  AOS CFAE)

(2)	Low-Income Youth – A minimum of 95 percent of eligible participants in Youth Activities must meet the criteria of disadvantaged low-income youth as defined in 29 USC 2801(25) (20 CFR section 664.220).

c.	Adult and Dislocated Workers Funds

Transfers of Funds – Section 133(b)(4) of the WIA authorizes workforce investment areas, with the approval of the Governor, to transfer up to 20 percent of the Adult Activities funds to Dislocated Workers Activities, and up to 20 percent of Dislocated Workers Activities funds to Adult Activities.  The transfer limits are 30 percent (Pub. L. No. 112-10).

(Source:  2015 OMB Compliance Supplement, Part 4)


Layoff Aversion Incumbent Worker Training (IWT) with Local Formula Funds under Waiver Authority

Waiver authority has allowed local WIBs to use up to [20% dislocated worker formula funds] to provide incumbent worker training (IWT). The United States Department of Labor (USDOL) is requiring that all IWT conducted under this waiver must be for layoff aversion. Due to the success of local incumbent worker training programs in the past, the state is continuing to utilize the waiver authority.

Business closings, downsizings, and mass layoffs can occur for a variety of reasons in periods of both economic expansion and economic decline. Training incumbent workers to upgrade their skills can prevent worker dislocation and avoid a layoff. In conjunction with rapid response services provided by the state, layoff aversion can involve a range of strategies that may be used to prevent dislocations and business downsizing or closures.

Layoff aversion strategies for workers may include:
1. providing workers with training services to assist them with retaining their present jobs, or placement into new jobs, or
2. retraining workers with new technologies within the same company, when the company is at risk of closure or downsizing.

Appropriate data that includes a comprehensive business retention/layoff aversion plan must be available to verify the need for layoff aversion services for monitoring documentation purposes.

A. IWT-General Guidelines

IWT is a business service designed to develop a highly skilled workforce which will result in increased business financial viability, stability, competitiveness, and productivity. To avert the risk of closing, IWT can be developed with a business or business association to maintain their competitive status, incorporate new technology, or prevent downsizing.

Local WIBs shall establish criteria for identifying employers and any targeted industries and economic sectors, using resources such as Business Services Representatives (BSR), Chambers of Commerce or the local media. Further, local WIBs are required to develop IWT program policies and procedures in a manner that coordinates with the array of business services available through the Ohio Development Services Agency (DSA) and other state and local stakeholders. WIBs are not mandated to use this waiver.

Workers participating in IWT will benefit by enhancing existing skills, learning new skills, earning employer or industry recognized credentials, in addition to retaining employment, maintaining their careers, and/or increasing their earnings potential. IWT will also allow the opportunity for backfilling vacated positions resulting from the promotion of newly trained workers.

Ohio employers, as well as employers in bordering states whose employees are Ohio residents, are eligible to participate in IWT programs under the waiver authority defined in this policy. A joint strategy should be developed between the WIBs, bordering states, and other stakeholders to explore the possibility of a jointly funded training package among appropriate state and local entities.

Even though IWT under this policy is considered to be a statewide activity, all 10% adult funds must be restricted to serve low-income adults. Local areas are required to follow the statutory definition of low-income as described in WIA Section 101. All IWT participants must be authorized to work in the United States. If applicable, male applicants must be registered for the Selective Service. Documentation may be satisfied by an employer statement that ensures all trainees meet this requirement and documentation must be made available to the WIB upon request.

Local WIBs are encouraged to develop innovative program design strategies to meet the needs of its local area workforce. If a WIB chooses to offer incumbent worker services, the WIB must set criteria to select employers and/or incumbent workers and define its local program requirements and application process.

Local WIBs have several options when determining how best to serve eligible employers. A WIB can arrange training using the traditional array of intensive and training services, customized training, skill upgrade training, occupational skills training (through the issuance of ITAs), or a combination of these training approaches. WIBs may also implement innovative training strategies that best meet the needs of the business community.

Ohio Department of Job and Family Services reserves the right to approve variances to this guidance on a case-by-case basis.

B. Definitions

For the purpose of this waiver, the following definitions apply:

Incumbent Worker
An incumbent worker is an employed worker who is in need of additional skills in order to avoid layoff. Incumbent worker training would support further job retention and career development for improved economic self-sufficiency for employed workers, especially those most vulnerable to job loss, and increase the capability of the employing firm(s) to access and retain skilled workers.

The employers have determined that their workforce requires training in order to help:
· workers maintain employment,
· upgrade workers' skills, and
· maintain wages earned by employees

Eligible Incumbent Workers
Local areas are required to use the 10% adult funds to serve low-income adults. However, local areas are required to follow the statutory definition of low-income as described in WIA Section 101.

Local areas utilizing up to 10% of their dislocated workers funds for IWT are not subject to the low-income requirement.

Layoff Aversion
Layoff aversion involves a continuum of strategies targeted to specific employers or industries that are experiencing a decline and have the potential to undergo layoffs, or are experiencing a serious skills gap that impacts their ability to compete and retain workers. A layoff is considered to be averted when:
1. a worker's job is saved at an existing employer facing a risk of downsizing or closing; or
2. a worker at risk of dislocation faces a brief gap of unemployment when transitioning to a different job with the same employer or is hired at a new job with a different employer.

(Source: ODJFS WIA Policy Letter 09-09.5, dated May 14, 2014, re: Layoff Aversion Incumbent Worker Training (IWT) with Local Formula Funds under Waiver Authority, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL09093%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL09093&username=guest&password=guest&publicationName=emanuals ; DOL waiver approval letter, June 30, 2010; DOL Training and Employment Guidance Letter (TEGL) 26-09, May 12, 2010; DOL Training and Employment Guidance Letter (TEGL) 30-09, June 08, 2010; DOL waiver approval letter, November 12, 2009; Office of Workforce Development, Waiver Request Plan, July 24, 2009; DOL Training and Employment Guidance Letter (TEGL) 14-00, Change 3, August 24, 2009; DOL Training and Employment Guidance Letter (TEGL) 18-05, March 6, 2006; Federal Register 20 Code of Federal Regulations, Final Rules, August 11, 2000, Sections 661.400, 661.420(c) and (e), 663.245, 663.145, 665.220, 667.220, 667.262, 663.715, and 667.264; Workforce Investment Act (WIA) of 1998, Public Law 105-220, August 7, 1998, Sections 129(b), 134, 181(e) and 189 (i)(4)(B); DOL Training and Employment Guidance Letter (TEGL) 13-07, December 11, 2007; Office of Workforce Development Memo, June 2, 2008)

The individual grant application, agreement, or policies may contain the specific requirements for matching, level of effort, and earmarking.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Matching, Level of Effort, Earmarking and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

1)	Matching – Not Applicable 

2.1)	Level of Effort – Maintenance of Effort – Not Applicable

2.2)	Level of Effort – Supplement Not Supplant – Not Applicable

3)	Earmarking

a)	Identify the applicable percentage or dollar requirements for earmarking.

b)	Perform procedures to verify that the amounts recorded in the financial records met the requirements (e.g., when a minimum amount is required to be spent for a specified type of service, perform procedures to verify that the financial records show at least the minimum amount for this type of service was charged to the program; or, when the amount spent on a specified type of service may not exceed a maximum amount, perform procedures to verify that the financial records show no more than this maximum amount for the specified type of service was charged to the program).

c)	When earmarking requirements specify a minimum percentage or amount, select a sample of transactions supporting the specified amount or percentage and perform tests to verify proper classification to meet the minimum percentage or amount.

d)	When the earmarking requirements specify a maximum percentage or amount, review the financial records to identify transactions for the specified activity which were improperly classified in another account (e.g., if only 10 percent may be spent for administrative costs, review accounts for other than administrative costs to identify administrative costs which were improperly classified elsewhere and cause the maximum percentage or amount to be exceeded).

e)	When earmarking requirements prescribe the minimum number or percentage of specified types of participants that can be served, select a sample of participants that are counted toward meeting the minimum requirement and perform testing to verify that they were properly classified.

f)	When earmarking requirements prescribe the maximum number or percentage of specified types of participants that can be served, select a sample of other participants and perform tests to verify that they were not of the specified type.
	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A.	Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B.	Assessment of Control Risk:

C.	Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D.	Results of Compliance (Substantive Tests) Tests:

E.	Questioned Costs:  Actual __________     Projected __________




	H.	Period of Availability of Federal Funds (“Period of Performance” Elsewhere in the FACCR)

	Audit Objectives

	1)	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2)	Determine whether Federal funds were obligated within the period of availability and obligations were liquidated within the required time period.

	Compliance Requirements

	General 

Federal awards may specify a time period during which the non-Federal entity may use the Federal funds.  Where a funding period is specified, a non-Federal entity may charge to the award only costs resulting from obligations incurred during the funding period and any pre-award costs authorized by the Federal awarding agency.  Also, if authorized by the Federal program, unobligated balances may be carried over and charged for obligations of a subsequent funding period.  Obligations means the amounts of orders placed, contracts and subgrants awarded, goods and services received, and similar transactions during a given period that will require payment by the non-Federal entity during the same or a future period (A-102 Common Rule, §___.23; OMB Circular A-110 (2 CFR section 215.28)).

Non-Federal entities subject to the A-102 Common Rule shall liquidate all obligations incurred under the award not later than 90 days after the end of the funding period (or as specified in a program regulation The Federal agency may extend this deadline upon request (A-102 Common Rule, §___.23; OMB Circular A-110 (2 CFR section 215.71)).

Source of Governing Requirements

The requirements for period of availability of Federal funds are contained in the A-102 Common Rule (§____.23), OMB Circular A-110 (2 CFR sections 215.28 and 215.71), program legislation, Federal awarding agency regulations, and the terms and conditions of the award.

(Source: 2015 OMB Compliance Supplement, Part 3)

Definition of Obligation - An obligation is not necessarily a liability in accordance with generally accepted accounting principles.  When an obligation occurs (is made) depends on the type of property or services that the obligation is for (34 CFR section 76.707):

	IF AN OBLIGATION IS FOR --
	THE OBLIGATION IS MADE --

	(a)	Acquisition of real or personal property.
	On the date on which the State or subgrantee makes a binding written commitment to acquire the property.

	(b)	Personal services by an employee of the State or subgrantee.
	When the services are performed.

	(c)	Personal services by a contractor who is not an employee of the State or subgrantee.
	On the date on which the State or subgrantee makes a binding written commitment to obtain the services.

	(d)	Performance of work other than personal services.
	On the date on which the State or subgrantee makes a binding written commitment to obtain the work.

	(e)	Public utility services.
	When the State or subgrantee receives the services.

	(f)	Travel.
	When the travel is taken.

	(g)	Rental of real or personal property.
	When the State or subgrantee uses the property.

	(h)	A pre-agreement cost that was properly approved by the State under the applicable cost principles.
	On the first day of the subgrant period.



The act of an SEA or other grantee awarding Federal funds to an LEA or other eligible entity within a State does not constitute an obligation for the purposes of this compliance requirement.  An SEA or other grantee may not reallocate grant funds from one subrecipient to another after the period of availability ends.

If a grantee or subgrantee uses a different accounting system or accounting principles from one year to the next, it shall demonstrate that the system or principle was not improperly changed to avoid returning funds that were not timely obligated.  A grantee or subgrantee may not make accounting adjustments after the period of availability ends in an attempt to offset audit disallowances.  The disallowed costs must be refunded.

(Source: 2015 OMB Compliance Supplement, Part 4, Department of Education Cross-Cutting – which is referred to in Part 3 as an example for all federal agencies)

Additional Program Specific Requirements

Local Areas

Funds allocated by a State to a local area for any program year are available for expenditure only during that program year and the succeeding program year.  Funds which are not expended by a local area in this 2-year period must be returned to the State, which can use the funds for statewide projects during the third program year of availability, or distribute the funds to local areas which had fully expended their allocation of funds for the same program year within the 2-year period (29 USC 2939(g)(2); 20 CFR section 667.107(b)).

(Source:  2015 OMB Compliance Supplement, Part 4)
 As expenditures are incurred, they become accrued expenses and shall be reported as accruals. At the time the accrual is liquidated (disbursed), the local area may draw down funds and shall report the disbursement of the accrual as expenditure for that quarter. All accruals shall be liquidated by the end of the period of availability
(Source:  Ohio Admin. Code Rule 5101: 9-7-04(E))

WIA funds are issued to JFS in components.  For example, ODJFS received funds starting in April 2012 with the issuance of PY12 WIA Youth.  Then in July of 2012 ODJFS received PY12 Adult and PY12 Dislocated.  In October of 2012 ODJFS received FFY13 WIA Adult and FFY13 WIA Dislocated Worker funds.  ODJFS subgranted those PY12 and FFY13 WIA Formula Youth, Adult and Dislocated Worker dollars to the 20 WIA areas with an end date of 6/30/2014 and a liquidation deadline of 9/30/14. After the close of the "local" period of availability, ODJFS still has spending authority on these funds through 6/30/15 since the state has 3 years of appropriation on WIA.
 
JFS also issues Rapid Response which is a subset of the state share of WIA Dislocated Worker dollars.  ODJFS issues Rapid Response for one SFY at a time and can potentially issue SFY2013 Rapid Response from any of the 6 open years of appropriation.  So in SFY2013 for example, ODJFS could have issued SFY2013 Rapid Response out of PY10, FY11, PY11, FY12, PY12, FY13 Dislocated Worker.  The end date for these funds would appear on both the Office of Workforce Development allocation request letter and the allocation letter from the bureau of county finance.  The SFY2012 Rapid Response ODJFS issued (regardless of year of federal appropriation) had an end date of 6/30/13 and liquidation date of 9/30/13.

(Source:  Ron Weber, Budget Coordinator, Office of Workforce Development, 12/12/13)  


The individual grant application, agreement, or policies may contain the specific requirements for period of performance of federal funds.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Period of Performance and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance. 

1)	Review the award documents and regulations pertaining to the program and determine any award-specific requirements related to the period of availability and document the availability period.

2) Test transactions charged to the Federal award after the end of the period of availability to verify that the – 
a.   underlying obligations occurred within the period of availability, and 
b.   liquidation (payment) was made within the allowed time period.

3) Test transactions that were recorded during the period of availability and verify that the underlying obligations occurred within the period of availability.

4) Test adjustments (i.e., manual journal entries) to the Federal funds and verify that the adjustments were for transactions that occurred during the period of availability.

As long as the auditor obtains sufficient, appropriate evidence to meet the period of availability audit objectives, the auditor may test period of availability using the same test items used to test other types of compliance requirements (e.g., activities allowed or unallowed or allowable costs/cost principles).  However, if this approach is used, the auditor should exercise care in designing the sample to ensure that sample items are suitable for testing the stated objectives of compliance requirements covered by the sample.

	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A.	Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B.	Assessment of Control Risk:

C.	Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D.	Results of Compliance (Substantive Tests) Tests:

E.	Questioned Costs:  Actual __________     Projected __________




	I.	Procurement and Suspension and Debarment

	Audit Objectives

	1)	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2)	Determine whether procurements were made in compliance with the provisions of the A-102 Common Rule, OMB Circular A-110, and other procurement requirements specific to an award.

3)	For covered transactions determine whether the non-Federal entity verified that entities are not suspended, debarred, or otherwise excluded.


	Compliance Requirements

	General

Procurement

States, and governmental subrecipients of States, will use the same State policies and procedures used for procurements from non-Federal funds.  They also must ensure that every purchase order or other contract includes any clauses required by Federal statutes and executive orders and their implementing regulations.
Local governments and Indian tribal governments that are direct recipients of Federal awards and their subrecipients will use procurement procedures that conform to applicable Federal law and regulations and standards identified in the A-102 Common Rule or OMB Circular A-110 (2 CFR part 215), as applicable.
Institutions of higher education, hospitals, and other non-profit organizations will use procurement procedures that conform to applicable Federal law and regulations and standards identified in OMB Circular A-110 (2 CFR part 215).  Their subrecipients will use procurement procedures that conform to applicable Federal law and regulations and standards identified in OMB Circular A-110 (2 CFR part 215) or the A-102 common rule, as applicable.  
All non-Federal entities shall follow Federal laws and implementing regulations applicable to procurements, as noted in Federal agency implementation of the A-102 Common Rule and OMB Circular A-110.

Source of Governing Requirements - Procurement

The requirements for procurement are contained in the A-102 Common Rule (§____.36); OMB Circular A-110 (2 CFR sections 215.40 through 215.48); program legislation; Federal awarding agency regulations; and the terms and conditions of the award.  The specific references for the A-102 Common Rule and OMB Circular A-110, respectively, are given for each suggested audit procedure indicated below.  (The first number listed refers to the A-102 Common Rule and the second refers to A-110.)  

Suspension and Debarment

Non-Federal entities are prohibited from contracting with or making subawards under covered transactions to parties that are suspended or debarred.  “Covered transactions” include those procurement contracts for goods and services awarded under a nonprocurement transaction (e.g., grant or cooperative agreement) that are expected to equal or exceed $25,000 or meet certain other criteria as specified in 2 CFR section 180.220.  All nonprocurement transactions entered into by a recipient (i.e., subawards to subrecipients), irrespective of award amount, are considered covered transactions, unless they are exempt as provided in 2 CFR section 180.215.
When a non-federal entity enters into a covered transaction with an entity at a lower tier, the non-federal entity must verify that the entity, as defined in 2 CFR section 180.995 and agency adopting regulations, is not suspended or debarred or otherwise excluded from participating in the transaction.  This verification may be accomplished by (1) checking the Excluded Parties List System (EPLS) maintained by the General Services Administration (GSA) and available at https://www.sam.gov/portal/public/SAM/ (note:  EPLS is no longer a separate system; however, the OMB guidance and agency implementing regulations still refer to it as EPLS), (2) collecting a certification from the entity, or (3) adding a clause or condition to the covered transaction with that entity (2 CFR section 180.300).  
Non-profit entities receiving contracts from the Federal Government are required to comply with the contract clause at Federal Acquisition Regulation (FAR) 52.209-6 before entering into a subcontract that will exceed $30,000, other than a subcontract for a commercially available off-the-shelf item.
Source of Governing Requirements – Suspension and Debarment
The requirements for nonprocurement suspension and debarment are contained in OMB guidance in 2 CFR part 180, which implements Executive Orders 12549 and 12689, Debarment and Suspension; Federal agency regulations in 2 CFR adopting the OMB guidance; the A-102 Common Rule (§____.36); OMB Circular A-110 (2 CFR section 215.13); program legislation; Federal awarding agency regulations; and the terms and conditions of the award.  Most of the Federal agencies have adopted 2 CFR part 180 and relocated their associated agency rules in Title 2 of the CFR.  For any agency that has not completed its adoption of 2 CFR part 180, pending completion of that adoption, agency implementations of the common rule (issued November 26, 2003) remain in effect.  Appendix II includes the current CFR citations for all agencies.  In either case, the applicable requirements are specified in the terms and conditions of award.
Governmentwide requirements related to suspension and debarment and doing business with suspended or debarred subcontractors under direct Federal procurement awards are contained in FAR 9.405-2(b) and the clause at FAR 52.209-6, and pertain to non-profit entities receiving Federal contracts.
(Source: 2015 OMB Compliance Supplement, Part 3)

Additional Program Specific Requirements

NOTE: “Procurements” in this context would not include, for example, payments made for employment services, tuition, etc.  The legitimacy of these payments would be determined by the eligibility of the service provider.  (See Eligibility section.)

1.	All Subtitle B Statewide and Local Programs

All procurement contracts and other transactions between Local Boards and units of State or local governments must be conducted only on a cost-reimbursement basis.  No provision for profit is allowed (20 CFR section 667.200(a)(3)).

2.	Subtitle B Youth Activities

The Local Board for each local such area shall identify eligible providers of youth activities by awarding grants or contracts on a competitive basis, based on the recommendations of the youth council and on the criteria contained in the State plan (WIA Section 123; 29 USC 2843).

(Source:  2015 OMB Compliance Supplement, Part 4)

Procurement of Training

WIBs have several options to determine how best to provide the training needed by a business as described below:
1. Local WIBs may enter into contracts with training providers registered in Ohio's Eligible Training Provider Online (ETPO) system without any additional procurement requirements. Utilization of the ETP list is for universally applicable off-the-shelf employer training and is not intended to include unique, specialized, or employer-specific training.
2. A business may be considered a "beneficiary" of this federal program and receive incumbent worker training assistance on a reimbursement basis. WIA subrecipients and vendors are not considered to be beneficiaries. In order for a business to utilize the beneficiary option, the following guidelines must be followed:
a. Business beneficiaries may receive reimbursement for their actual training costs incurred under this program, on a reimbursement basis, subject to the limitations of section IV.A. of this policy.
b. Local WIB approval of a training plan is required before reimbursement may be provided to a beneficiary. The development of training plans is the joint responsibility of the local WIB designee and the business.
c. The training plan must identify the provider(s) of training, type of training, planned start/end dates, number of individuals to be trained, the projected cost of training, and any other information required by the WIB. All training costs must be allowable as defined under section IV.A. of this policy and follow the guidelines of this issuance. Training plans must be approved by the local WIB or a WIB designee prior to the start date of training. Beneficiaries must agree to provide all documentation required by the WIB in order to be reimbursed for the training.
d. Training providers are not required to be enrolled in the ETPO system for the purpose of providing training under this policy. WIBs may assist business beneficiaries in identifying potential providers of training; selection of a training provider is not subject to state or federal procurement requirements.
3. For businesses not following the guidelines in section D.2 and that have training needs that cannot be provided by Ohio's eligible training providers, local WIBs will need to follow proper procurement procedures as identified in the Ohio Administrative Code: Rule 5101:9-4-01 (Acquisition Standards Definitions) and Rule 5101:9-4-07 (Procurement Requirements), or local procurement policies if more restrictive.

(Source: ODJFS WIA Policy Letter 09-09.5, dated May 14, 2014, re: Layoff Aversion Incumbent Worker Training (IWT) with Local Formula Funds under Waiver Authority, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL09093%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL09093&username=guest&password=guest&publicationName=emanuals ; DOL waiver approval letter, June 30, 2010; DOL Training and Employment Guidance Letter (TEGL) 26-09, May 12, 2010; DOL Training and Employment Guidance Letter (TEGL) 30-09, June 08, 2010; DOL waiver approval letter, November 12, 2009; Office of Workforce Development, Waiver Request Plan, July 24, 2009; DOL Training and Employment Guidance Letter (TEGL) 14-00, Change 3, August 24, 2009; DOL Training and Employment Guidance Letter (TEGL) 18-05, March 6, 2006; Federal Register 20 Code of Federal Regulations, Final Rules, August 11, 2000, Sections 661.400, 661.420(c) and (e), 663.245, 663.145, 665.220, 667.220, 667.262, 663.715, and 667.264; Workforce Investment Act (WIA) of 1998, Public Law 105-220, August 7, 1998, Sections 129(b), 134, 181(e) and 189 (i)(4)(B); DOL Training and Employment Guidance Letter (TEGL) 13-07, December 11, 2007; Office of Workforce Development Memo, June 2, 2008, John B. Weber)


Requirements applicable to all WIA procurements

The following apply to procurements with WIA money:

· (c)(2) Grantees and subgrantees will conduct procurements in a manner that prohibits using statutorily or administratively imposed in-State or local geographical preferences in the evaluation of bids or proposals, except in those cases where applicable federal statutes expressly mandate or encourage geographic preference.  Nothing in this section preempts State licensing laws.  When contracting for architectural and engineering (A/E) services, geographic location may be a selection criteria provided its application leaves an appropriate number of qualified firms, given the nature and size of the project, to compete for the contract.  Note:  97.36(c)(2) implies that a government may not be able to apply its “Buy Ohio” policies from ORC 307.90.  If the auditor finds WIA procurements where Buy Ohio policies were followed, the auditor should consult with the client’s legal counsel.

· (f)(2) Grantees and commercial providers will negotiate profit as a separate element of the price for each contract in which there is no price competition and in all cases where cost analysis is performed.

(Note: WIA 184(a)(3)(B) says that procurements between governmental agencies shall be on a cost reimbursement, and no profit is allowed.)

· (f)(4) The cost plus a percentage of cost and percentage of construction cost methods of contracting shall not be used.

Note:  ORC 307.86(E) excludes purchases of workforce development activities by the board of county commissioners from nonprofit corporations or associations paid from federal funds from competitive bidding requirements.  However, ODJFS believes 29 CFR 97.36(b) overrides 307.86, and requires competitive bidding for all services (with a few exceptions).  For example, a subrecipient must competitively bid for program services, whether obtained from another subrecipient or a vendor, and regardless of whether the service provider is a nonprofit organization.  (29 CFR 97.36(b) only applies to procurements exceeding $100,000, per 29 CFR 97.36(d).  Also, 29 CFR 97.36(d)(4) permits noncompetitive proposals if:
· The item is only available from one source.
· Public exigency or emergency will not permit competitive solicitation.
· DOL expressly authorizes noncompetitive proposals.
· After soliciting competitive proposals, the subrecipient deems competition inadequate.)

(Source:  ODJFS, Robert Cintala, cintar@odjfs.state.oh.us) 

For further AOS guidance on Procurement, see http://portal/BP/Intranet/AA%20Training%20Fall%202012/Ohio%20Competitive%20Bidding%20Laws%20vs%20Federal%20Procurement.pdf – Fall 2012.


The individual grant application, agreement, or policies may contain the specific requirements for procurement and suspension & debarment.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Procurement and Suspension and Debarment, and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

(Procedures 1 - 4 apply only to institutions of higher education, hospitals, and other non-profit organizations; and Federal awards received directly from a Federal awarding agency by a local government or an Indian tribal government.)
1.	Obtain the entity’s procurement policies.  Verify that the policies comply with applicable Federal requirements (§____.36(b)(1) and 2 CFR section 215.43).
2.	Ascertain if the entity has a policy to use statutorily or administratively imposed in‑State or local geographical preferences in the evaluation of bids or proposals.  If yes, verify that these limitations were not applied to federally funded procurements except where applicable Federal statutes expressly mandate or encourage geographic preference (§____.36(c)(2) and 2 CFR section 215.43).
3.	Examine procurement policies and procedures and verify the following: 
a.	Written selection procedures require that solicitations incorporate a clear and accurate description of the technical requirements for the material, product, or service to be procured, identify all requirements that the offerors must fulfill, and include all other factors to be used in evaluating bids or proposals (§____.36(c)(3) and 2 CFR section 215.44(a)(3)).
b.	There is a written policy pertaining to ethical conduct (§____.36(b)(3) and 2 CFR section 215.42).
4.	Select a sample of procurements and perform the following:
a.	Examine contract files and verify that they document the significant history of the procurement, including the rationale for the method of procurement, selection of contract type, basis for contractor selection, and the basis of contract price (§____.36(b)(9) and 2 CFR section 215.46).
b.	Verify that procurements provide full and open competition (§____.36(c)(1) and 2 CFR section 215.43).
c.	Examine documentation in support of the rationale to limit competition in those cases where competition was limited and ascertain if the limitation was justified (§____.36(b)(1) and (d)(4); and 2 CFR sections 215.43 and 215.44(e)).
d.	Verify that contract files exist and ascertain if appropriate cost or price analysis was performed in connection with procurement actions, including contract modifications and that this analysis supported the procurement action (§____.36(f) and 2 CFR section 215.45).
e.	Verify that the Federal awarding agency approved procurements exceeding $100,000 (see note below) when such approval was required.  Procurements (1) awarded by noncompetitive negotiation, (2) awarded when only a single bid or offer was received, (3) awarded to other than the apparent low bidder, or (4) specifying a “brand name” product (§____.36(g)(2) and 2 CFR section 215.44(e)) may require prior Federal awarding agency approval.
(Note:  The above-specified $100,000 threshold for procurement under grants will be changed to $150,000 when the Council on Financial Assistance Reform’s efforts to consolidate OMB guidance are completed.  In the interim, the $100,000 threshold continues to apply unless an agency/program has issued guidance raising the threshold or the increased threshold is specified in the terms and conditions of award.)
f.	Verify compliance with other procurement requirements specific to an award.
(Procedure 5 only applies to States and Federal awards subgranted by the State to a local government or Indian tribal government.)

5.	Test a sample of procurements to ascertain if the State’s laws and procedures were followed and that the policies and procedures used were the same as for non-Federal funds.

(Procedures 6 and 7 apply to all non-Federal entities)
6.      Review the non-federal entity’s procedures for verifying that an entity with which it plans to enter into a covered transaction is not debarred, suspended, or otherwise excluded.
7.	Select a sample of procurements and subawards and test whether the non-Federal entity followed its procedures before entering into a covered transaction.
	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A.	Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B.	Assessment of Control Risk:

C.	Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D.	Results of Compliance (Substantive Tests) Tests:

E.	Questioned Costs:  Actual __________     Projected __________




	J.	Program Income

	Audit Objectives

	1) Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2) Determine whether program income is correctly determined, recorded, and used in accordance with the program requirements, A-102 Common Rule, and OMB Circular A-110, as applicable.

	Compliance Requirements

	General

Program income is gross income received that is directly generated by the federally funded project during the grant period.  If authorized by Federal regulations or the grant agreement, costs incident to the generation of program income may be deducted from gross income to determine program income.  Program income includes, but is not limited to, income from fees for services performed, the use or rental of real or personal property acquired with grant funds, the sale of commodities or items fabricated under a grant agreement, and payments of principal and interest on loans made with grants funds.  Except as otherwise provided in the Federal awarding agency regulations or terms and conditions of the award, program income does not include interest on grant funds (covered under “Cash Management”), rebates, credits, discounts, refunds, etc. (covered under “Allowable Costs/Cost Principles”), or interest earned on any of them (covered under “Cash Management”).  Program income does not include the proceeds from the sale of equipment or real property (covered under “Equipment and Real Property Management”).

Program income may be used in one of three methods: deducted from outlays, added to the project budget, or used to meet matching requirements.  Unless specified in the Federal awarding agency regulations or the terms and conditions of the award, program income shall be deducted from program outlays.  However, for research and development activities by institutions of higher education, hospitals, and other non-profit organizations, the default method is to add program income to the project budget.  Unless Federal awarding agency regulations or the terms and conditions of the award specify otherwise, non-Federal entities have no obligation to the Federal Government regarding program income earned after the end of the grant period.

Source of Governing Requirements

The requirements for program income are found in the A-102 Common Rule (§____.21 (payment) and §____.25 (program income)); OMB Circular A-110 (2 CFR section 215.2 (program income definition), 2 CFR section 215.22 (payment), and 2 CFR section 215.24 (program income)), program legislation, Federal awarding agency regulations, and the terms and conditions of the award.

(Source: 2015 OMB Compliance Supplement, Part 3)

Additional Program Specific Requirements

1.	The addition method is required for use on all program income earned under WIA grants. When the cost of generating program income has been charged to the program, the gross amount earned must be added to the WIA program.  However, the cost of generating program income must be subtracted from the amount earned to establish the net amount of program income available for use under the grants when these costs have not been charged to the WIA program (20 CFR section 667.200(a)(5)).

2.	WIA specifically includes as program income:(a) receipts from goods and services, including conferences; (b) funds provided to a service provider in excess of the costs associated with the services provided; and (c) interest income earned on funds received under WIA.  Any excess of revenue over costs incurred for services provided by a governmental or non-profit entity must be included in program income earned (29 USC 2945(7)(B) and 20 CFR section 667.200(a)(6)).

(Source:  2015 OMB Compliance Supplement, Part 4)


The individual grant application, agreement, or policies may contain the specific requirements for program income.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Program Income and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.
These procedures may require some tailoring if specific program income requirements were identified above.

1) Identify Program Income

a) Review the laws, regulations, and the provisions of contract or grant agreements applicable to the program and ascertain if program income was anticipated.  If so, ascertain the requirements for determining or assessing the amount of program income (E.g., a scale for determining user fees, prohibition of assessing fees against certain groups of individuals, etc.), and the requirements for recording and using program income.

b) Inquire of management and review accounting records to ascertain if program income was received.

2) Determining or Assessing Program Income – Perform tests to verify that program income was properly determined or calculated in accordance with stated criteria, and that program income was only collected from allowable sources.

3) Recording of Program Income – Perform tests to verify that all program income was properly recorded in the accounting records.  

4) Use of Program Income - Perform tests to ascertain if program income was used in accordance with the program requirements, the A-102 Common Rule, and OMB Circular A-110.
	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________




	K.	RESERVED

· In the 2015 Supplement, OMB has removed several of the compliance requirements that previously were required to be tested across all programs, when applicable.  The compliance requirements that were removed are Davis-Bacon Act (now applicable only for specified programs as a “special test or provision”); Relocation and Real Property Assistance; and, within Reporting, Subaward Reporting under the Federal Funding Accountability and Transparency Act.  As with any other change in a compliance requirement, if there was a finding(s) in any of these areas in audits conducted using the 2014 Supplement, those findings must continue to be reported in the summary schedule of prior audit findings and the corrective action plan, as provided in OMB Circular A-133 §_.315/2 CFR section 200.511, and be considered in the assessment of risk under OMB Circular A-133 §_.525(b)/2 CFR section 200.519(b).  (Source: 2015 OMB Compliance Supplement, Appendix VII)




	L.	Reporting

	Audit Objectives

	1) Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2) Determine whether required reports for Federal awards include all activity of the reporting period, are supported by applicable accounting or performance records, and are fairly presented in accordance with program requirements.

	Compliance Requirements

	General

For purposes of the Supplement, the designation “Not Applicable” in relation to “Financial Reporting,” “Performance Reporting” and “Special Reporting” means that the auditor is not expected to audit anything in these categories whether or not award terms and conditions may require such reporting.  

1. Financial Reporting

Recipients should use the standard financial reporting forms or such other forms as may be authorized by OMB (approval is indicated by an OMB paperwork control number on the form).  Each recipient must report program outlays and program income on a cash or accrual basis, as prescribed by the Federal awarding agency.  If the Federal awarding agency requires reporting of accrual information and the recipient’s accounting records are not normally maintained on the accrual basis, the recipient is not required to convert its accounting system to an accrual basis but may develop such accrual information through analysis of available documentation.  The Federal awarding agency may accept identical information from the recipient in machine-readable format, computer printouts, or electronic outputs in lieu of the prescribed formats.

The financial reporting requirements for subrecipients are as specified by the pass-through entity.  In many cases, these will be the same as or similar to the following requirements for recipients.

The standard financial reporting forms are as follows:

1.	Request for Advance or Reimbursement (SF-270 (OMB No. 0348-0004)).  Recipients are required to use the SF-270 to request reimbursement payments under non-construction programs, and may be required to use it to request advance payments.
2.	Outlay Report and Request for Reimbursement for Construction Programs (SF-271 (OMB No. 0348-0002)).  Recipients use the SF-271 to request funds for construction projects unless they are paid in advance or the SF-270 is used.
3.	Federal Financial Report (FFR) (SF-425/SF-425A (OMB No. 0348-0061)).  Recipients use the FFR as a standardized format to report expenditures under Federal awards, as well as, when applicable, cash status (Lines 10.a, 10.b, and 10c).  References to this report include its applicability as both an expenditure and a cash status report unless otherwise indicated. 
Electronic versions of the standard forms are located on OMB’s home page (http://www.whitehouse.gov/omb/grants_forms).
2. Performance Reporting

Recipients may be required to submit performance reports at least annually but not more frequently than quarterly.  Performance reports generally contain, for each award, brief information of the following types:

1.	A comparison of actual accomplishments with the goals and objectives established for the period.
2.	Reasons why established goals were not met, if appropriate.
3.	Other pertinent information including, when appropriate, analysis and explanation of cost overruns or high unit costs.

Note: The Federal agencies are moving toward the use of standard performance/progress reporting formats; however, there currently is no specified date for completion of the transition.  Currently some agencies/programs are using the Performance Progress Report or the Research Performance Progress Report.

3. Special Reporting

Non-Federal entities may be required to submit other reports which may be used by the Federal agency for such purposes as allocating program funding.

Compliance testing of performance and special reporting are only required for data that are quantifiable and meet the following criteria:
1. Have a direct and material effect on the program.
2. Are capable of evaluation against objective criteria stated in the laws, regulations, contract or grant agreements pertaining to the program.

Performance and special reporting data specified in Part 4, Agency Program Requirements, meet the above criteria.

Note:  The 2015 OMB Compliance Supplement deleted coverage of the subaward reporting requirements under the Federal Funding Accountability and Transparency Act (FFATA).

Source of Governing Requirements

Reporting requirements are contained in the following documents:
a.	A-102 Common Rule - Financial reporting, §____.41; Performance reporting, §___.40(b).
b.	OMB Circular A-110 - Financial reporting, 2 CFR section 215.52 (this section has not been updated to reference the new form); Performance reporting, 2 CFR section 215.51.
c.	Program legislation.
d.	Federal awarding agency regulations.
e.	The terms and conditions of the award. 

[bookmark: OLE_LINK6][bookmark: OLE_LINK7](Source: 2015 OMB Compliance Supplement, Part 3)

Additional Program Specific Requirements
[bookmark: 5101:9-30-04(A)](A) The following entities will ensure the timely and accurate reporting of local workforce investmentact (WIA) participants, activities, and performance information to ODJFS. 
[bookmark: 5101:9-30-04(A)(1)](1) Chief elected officials as defined by section 101(6) of the Workforce Investment Act of 1998, 29 U.S.C. 2801(6), 6301.01(F) of the Revised Code. 
[bookmark: 5101:9-30-04(A)(2)](2) The local workforce board, as defined by section 117 of the Workforce Investment Act of 1998. 
[bookmark: 5101:9-30-04(A)(3)](3) The workforce policy board as defined by section 6301.06 of the Revised Code. 
[bookmark: 5101:9-30-04(B)](B) Boards and chief elected officials referenced in paragraph (A) of this rule must use the "Workforce Case Management System" (WCMS) to report WIA participants, activities, and performance information.
(Source:  OAC 5101:9-30-04 Mandated use of Ohio workforce case management system (OWCMS))

Traditional WIA Reporting

1.	Financial Reporting 

a.	SF-270, Request for Advance or Reimbursement – Not Applicable
b.	SF-271, Outlay Report and Request for Reimbursement for Construction Programs – Not Applicable
c.	SF-425, Federal Financial Report – Not Applicable
d.	ETA-9130, Financial Report (OMB No. 1205-0461) – All ETA grantees are required to submit quarterly financial reports for each grant award they receive.  Reports are required to be prepared using the specific format and instructions for the applicable program(s); in this case, Workforce Investment Act instructions for the following: Statewide Adult; Workforce Statewide Youth; Statewide Dislocated Worker; Local Adult; Local Youth; and Local Dislocated Worker.  A separate ETA 9130 is submitted for each of these categories.  Reports are due 45 days after the end of the reporting quarter. Financial data is required to be reported cumulatively from grant inception through the end of each reporting period.  Additional information can be accessed at http://www.doleta.gov/grants/ and scroll down to the section on Financial Reporting.  See TEGL 13-12 for specific and clarifying instructions about the ETA 9130 (http://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=6941).

(Source:  2015 OMB Compliance Supplement, Part 4)

Quarterly cash on hand calculation
(1) At the end of each quarter, ODJFS will calculate each local area’s average days’ cash on hand for all federal funding based on expenditures and cash draws for the WIA data subset as they appear on the county finance information (CFIS) over/under report.
(2) The average days’ cash on hand will be calculated on an individual grant basis as follows:
(a) At the end of each quarter, ODJFS will calculate excess cash on hand by deducting the total expenditures over the lifetime of the funding source, up to the budgeted amount, from the total amount of cash draws over the lifetime of the funding source.
(b) ODJFS will then calculate the average expenditures by dividing the total expenditures by the number of calendar days the funding has been available; and
(c) Finally, ODJFS will calculate the average days’ cash on hand by dividing the excess cash on hand from the amount calculated in paragraph©(2)(a) of this rule by the average daily expenditures calculated in paragraph©(2)(b) of this rule.
(3) ODJFS will forward the results of the average days’ cash on hand calculation to the local area for review.
(a) If an event, beyond the reasonable control of the local area, results in noncompliance with the cash management requirements, the local area shall document the event and upon request of ODJFS provide documentation to the ODJFS office of fiscal and monitoring services (OFMS).
(b) If circumstances resulting in the noncompliance are caused by internal control deficiencies or operational processes, the local area shall document the steps implemented to avoid a reoccurrence and upon request provide the documentation to the ODJFS OFMS.
(c) ODJFS may take additional action to ensure the cash management practices of the local area are in compliance with paragraph (B)(1) of this rule.
 (Source:  Ohio Admin. Code Rule 5101: 9-7-04(C))
Quarterly interest calculation and reconciliation.
An interest liability accrues if federal funds are received prior to the day the funds are paid. A local area shall calculate and report earned interest quarterly. ODJFS will complete the quarterly interest reconciliation using the “State Treasury Asset Reserve of Ohio” (STAR Ohio) rate and send a preliminary spreadsheet to the local area.
(1) Interest on the cumulative amount of excess cash on hand shall be compounded daily and calculated by the local area using either the average monthly interest rate earned or the STAR Ohio interest rate published on the Ohio treasurer of state website at http://www.ohiotreasurer.org.
(2) As part of the quarterly interest reconciliation, the local area may take into consideration the months in which the local area used local funds for program purposes other than for local match and, therefore, operated on a reimbursement basis, provided the local area requests funds timely as set forth in this rule. When the monthly interest liability as calculated in paragraph (D)(1) of this rule is a negative number and when the local area has documentation identifying the funds used as local funds, the resulting negative number may be used to offset any interest liability from other months during the quarter. The format of the quarterly reconciliation will include, at a minimum, the following:
(a) The monthly interest liability owed by the local area or the monthly offsetting interest liability based upon the local area using local funds for program purposes for each applicable federal program allocation; and
(b) The total net interest liability owed by the local area or the total net offsetting interest liability based upon the local area using local funds for program purposes for each applicable federal program allocation for the quarter.
(3) The total net interest liability owed by the local area or the total net offsetting interest liability based upon the local area using local funds for program purposes for each applicable federal program allocation for the federal fiscal year (FFY). In accordance with 29 C.F.R. 97.21(i), a local area, as subgrantee, may keep interest amounts up to one hundred dollars per year for administrative expenses.
(4) For each applicable federal program allocation with a total net offsetting interest liability (a negative number calculated in the quarterly reconciliation), no adjustment to program income will be necessary. ODJFS shall not be liable to the local area for any interest liability based upon the local area using local funds for program purposes.
 (Source:  Ohio Admin. Code Rule 5101: 9-7-04(D))

Workforce Investment Act (WIA) area quarterly reconciliation.
The following accounting procedures are necessary for local accountability in the reconciliation of federal and state funds. 
(A) Quarter-end reporting. 
(1) The local area is accountable for the workforce development fund as reconciled each quarter and shall review reports and make adjustments and/or corrections prior to the final approval and submission of financial data to the Ohio administrative knowledge system (OAKS) for the closing quarter. The local area has access to system reporting throughout the quarter in order to make ongoing adjustments/corrections. 
(2) The local area has access to reports based on financial data submitted in county finance information system (CFIS) in accordance with rule 5101:9-7-29 of the Administrative Code. 
(a) Each quarter's over/under report is cumulative over the lifetime of the funding source. 
(b) The local area is given five business days after the eighteenth day of the month following the last month of the quarter to review reports for accuracy. 
(3) No later than five business days after the eighteenth day of the month following the last month of the quarter, the local area shall submit any final adjustments and/or revisions OAKS. 
(a) Once the five-day review period is complete, the Ohio department of job and family services (ODJFS) suspends reporting access to CFIS for the closing quarter in order to begin the quarter reconciliation process. 
(b) The local area shall make any allowable changes that arise after the five-day review period to open grants in the current quarter. 
(B) Quarter reconciliation. 
(1) ODJFS notifies the local area when the quarter reconciliation process is completed. The local area shall review reports for accuracy and immediately notify ODJFS of any discrepancies.
(2) State funded allocations and federally funded subgrants are reconciled at the end of their period of availability. The period of availability includes the funding period and the liquidation period. 
(3) ODJFS may make adjustments as necessary to fully reconcile federal grants and/or state allocations that are being closed. 
(a) If reported expenditures and adjustments in all funding sources being closed exceeds cash drawn in all funding sources being closed, ODJFS may issue additional funds on closed grants. 
(b) If the total of reported expenditures and adjustments in all funding sources being closed is less than cash drawn in all funding sources being closed, ODJFS may adjust draws in open available grants. 
(C) The local area shall retain financial, programmatic, statistical, recipient records, and supporting documents in accordance with the records retention requirements outlined in rule 5101:9-9-21 of the Administrative Code. This documentation may be subject to inspection, monitoring, and audit by ODJFS and the Ohio auditor of state.
 (Source: Ohio Admin. Code Rule 5101: 9-7-04.1)

2.	Performance Reporting

ETA-9091,WIA Annual Report (OMB Number 1205-0420) – Sanctions related to State performance or failure to submit these reports timely can result in a total grant reduction of not more than five percent as provided in WIA Section 136 (g)(1)(B).  This report is accessible at http://www.doleta.gov/Performance/reporting/.

(1)	WIA Tables in Annual Report – The actual performance level information in the following tables contain critical information.
(a)	Table B – Adult Program Results At-A-Glance
(b)	Table E – Dislocated Worker Program Results At-A-Glance
(c)	Table H – Older Youth Program Results At-A-Glance
(d)	Table J – Younger Youth Program Results At-A-Glance

(2)	Standardized Record Data (WIASRD) – The WIASRD data records contain relevant data on individual participants’ characteristics, activities and outcomes. They are submitted to DOL in support of the Tables in the Annual Report as required at WIA Section185(d).

Key Line Items – The following line items contain critical information:

(a)	Item 101 – Individual identifier
(b) Item 601 – Employed in first quarter after exit quarter
(c) Item 606 – Employed in second quarter after exit quarter
(d)	Item 608 – Employed in third quarter after exit quarter
(e)	Item 610 – Employed in fourth quarter after exit quarter

Total earnings from wage records for the: (Items 612-619,622,623,668, and 669)
 (f)	Item 612 – Wages third quarter prior to participation quarter
(g)	Item 613 – Wages second quarter prior to participation quarter
(h)	Item 614 – Wages first quarter prior to participation quarter
(i)	Item 615 – Wages first quarter after exit quarter
(j)	Item 616 – Wages second quarter after exit quarter
(k)	Item 617 – Wages third quarter after exit quarter
(l)	Item 618 – Wages fourth quarter after exit quarter
(m)	Item 619 – Types of recognized credential
(n)	Item 622 – Attainment of goal #1
(o)   Item 623 – Date attained goal #1
(p)   Item 668 – Attained degree or certificate
(q)   Item 669 – Date attained degree or certificate

(Source:  2015 OMB Compliance Supplement, Part 4)

Common Measures Reporting

WIA Section 136(b), 136(c) and the accompanying regulations in 20 CFR 666.100 and 666.300 establish seventeen performance measures that local areas and the State have to report to the US Department of Labor (USDOL). In addition, TEGL 17-05 introduced additional performance measures that local areas have to report. In April 2011, Ohio submitted a waiver extension request to allow the State to replace the statutory performance measures with the nine Common Measures that are identified in TEGL 17-05. On June 7, 2011, the USDOL approved this waiver extension request. Under this waiver, Ohio has been able to simplify the reporting system by discontinuing the use of the seventeen statutory measures and to fully implement the nine performance criteria under the Common Measures. The State believes that this simplified performance reporting system has been crucial for the continued improvement of the service delivery system. An extension of this waiver has been granted through June 30, 2017.

On October 10, 2007, USDOL issued TEGL 9-07, which revised DOL's WIA incentive and sanctions policy. This new federal guidance explains that all states, even those that have received approvals to report only outcomes on the Common Measures, will be considered for incentives or sanctions. Therefore, beginning with PY 2007 the state of Ohio, as well as each local area, will be held accountable to the negotiated Common Measures standards.

The following describes the Common Measures and sets an additional reporting requirement for the implementation of this waiver.

IV. Requirements

The state of Ohio and local Workforce Development Areas will be held accountable only to the Common Measures. Annual standards for the Common Measures will be negotiated between the USDOL and the State, and between the State and local areas. The negotiation process is outlined in a separate communication.

The Common Measures are described below:

ADULT/DISLOCATED WORKER MEASURES
Please note: The Dislocated Worker program has the same Common Measures as the Adult program. The performance for the Adult and Dislocated Worker programs will be reported separately.

• Entered Employment
Of those who are not employed at the date of participation:
The number of Adult/Dislocated Worker participants who are employed in the first quarter after the exit quarter divided by the number of Adult/Dislocated Worker participants who exit during the quarter.

Individuals who are employed at the date of participation are excluded from this measure. However, employed individuals who have received a notice of termination of employment, who have been notified that the facility will close, or individuals who are transitioning service members are considered unemployed, and are included in the performance measure. The employment status at participation is collected from the individual, not from wage records.

• Employment Retention
Of those who are employed in the first quarter after the exit quarter:
The number of Adult/Dislocated Worker participants who are employed in both the second and third quarters after the exit quarter divided by the number of Adult/Dislocated Worker participants who exit during the quarter.

This measure includes only those individuals that are employed in the first quarter after the exit quarter, regardless of their employment status at participation. The employment in the first, second, and the third quarter does not have to be with the same employer.

• Average Earnings
Of those Adult/Dislocated Worker participants who are employed in the first, second, and third quarter after the exit quarter:
Total earnings in the second plus the total earnings in the third quarter after the exit quarter divided by the number of Adult/Dislocated Worker participants who exit during the quarter.

Wage record will be the only data source for this measure. Individuals whose employment in either the first, second, or third quarter after exit was determined solely from supplemental sources, will be excluded from this measure.

YOUTH MEASURES
Please note: There is one set of Youth measures, the distinction between Older Youth and Younger Youth does not apply.

• Placement in Employment or Education
Of those who are not in post-secondary education or employment (including the military and apprenticeship) at the date of participation:
The number of youth participants who are in employment (including the military and apprenticeship) or enrolled in post-secondary education and/or advanced training/occupational skills training in the first quarter after the exit quarter divided by the number of youth participants who exit during the quarter.

Employment and education status at the date of participation are based on information that is collected from the participant. Individuals who are in secondary school at exit will be included in this measure.

• Attainment of a Degree or Certificate
Of those enrolled in education (at the date of participation or at any point during the program):
The number of youth participants who attain a diploma, GED, degree, or certificate by the end of the third quarter after the exit quarter divided by the number of youth participants who exit during the quarter.

The term education refers to participation in secondary school, post secondary school, adult education program, or other organized program of study that leads to a degree or a certificate. Individuals who are in secondary school at exit will be included in this measure. The term certificate under this measure is defined in TEGL 17-05. Work readiness types of certificates are not accepted under this measure.

• Literacy and Numeracy Gains
Of those out-of-school youth who are basic skills deficient:
The number of youth participants who increase one or more educational functioning levels divided by the number of youth participants who have completed a year in the program (i.e., one year from the date of first youth program service) plus the number of youth participants who exit before completing a year in the youth program.

Only out-of-school youth who are basic skills deficient are included in this measure. In-school youth are excluded from this measure, however, the determination of school status is only made at the point of program participation. Out-of-school youth must be assessed in basic reading/writing, math, and language. It is allowable to use pre-tests that are administered up to six months prior to the first WIA youth service. Out-of-school youth who are not basic skills deficient based on the pre-test, are excluded from this measure. In order to count as a positive performance, the youth must have demonstrated in the post-test that she/he has advanced one or more educational functioning levels within one year from the date of the first youth program service. The measure will include out-of-school youth who were determined to be basic skill deficient, but were not given a post-test prior to exiting, or exited before completing one year in the youth program.

Additional Reporting Requirement

Local areas are still required to track and report in the Ohio Workforce Case Management System (OWCMS) credential/certificate outcomes for those WIA Adult and Dislocated Work participants who receive training services. This reporting requirement will not be associated with a federal standard that local areas will have to meet. The term “credential/certificate” has the same meaning as TEGL 17-05. Local areas will record credential/certificate attainments in OWCMS “Credential” field under the menu “Post Exit and Wages”, “Q3 Post Exit” tab.

This requirement will not adversely affect participants who are in programs such as On-the-Job (OJT) or Customized Training as we are collecting the certificate rates for planning and informational purposes.


Optional Reporting

With the issuance of this guidance, local areas will no longer be required to report data for the statutory performance measures listed below. However, OWCMS (OHIO WORKFORCE CASH MANAGEMENT SYSTEM) fields will remain available for use by local areas that wish to continue collecting data around these measures.
• For Older Youth:
o Entered Employment
o Employment Retention
o Earnings Change
o Employment and Credential
• For Younger Youth:
o Skill Attainment
o Diploma/Equivalent Attainment
o Retention
• Employer and Participant Customer Satisfaction

(Source: ODJFS Policy Letter 10-01.2, dated March 6, 2014, re: Common Measures Reporting, available at: http://emanuals.odjfs.state.oh.us/emanuals/GetDocument.do?doc=Document%28storage%3DREPOSITORY%2CdocID%3D%23Ref_WIAPL10011%29&locSource=input&docLoc=%24REP_ROOT%24%23Ref_WIAPL10011&username=guest&password=guest&publicationName=emanuals ; U.S. Department of Labor, Training and Employment Guidance Letter (TEGL) 17-05, February 17, 2006; U.S. Department of Labor, Waiver Approval Letter, November 5, 2007; 20 Code of Federal Regulations (CFR) Part 652 et al. Workforce Investment Act; Final Rules, August 11, 2000, Sections: 666.100 and 666.300; Workforce Investment Act (WIA) of 1998, Public Law 105-220, August 7, 1998, Section 136(b) and 136(c); Waiver Request Plan, May 13, 2010; and U.S. DOL waiver approval letter, June 30, 2010)

3.	Special Reporting – 

Rapid Response System

ODJFS mandates the collection and reporting of rapid response data elements at the local level.  There are two levels of reporting for dislocation events: employer and worker. This requires the utilization of two separate data systems.

Employer /event data tracking Ohio Rapid Event Data:

ODJFS has implemented a rapid response information tracking system, OhioRED.  OhioRED records all of the information significant to the dislocation event from the initial contact with the employer through the worker orientation session(s) for the impacted workers. The system is a hub that tracks and facilitates scheduling as well as services among the state staff, local staff, contracted partners, ODJFS, CDJFS offices, AJC systems and local workforce areas.

Initial data for each dislocation event must be entered into OhioRED within 24 hours or one business day of event verification. The individual responsible for data entry shall be determined by the local rapid response team, and may vary by event. Additional mandated data entry timelines can be found in the Ohio Rapid Response Procedures Manual.

In order to ensure consistency of data collected for sufficiently tracking and reporting Ohio's dislocation events, four forms have been developed for use at the local level. Forms can be found in the procedure manual, through Forms Central using the following form numbers:
· ODJFS Initial Rapid Response Contact Report (JFS 01810)
· ODJFS Rapid Response Characteristics Worksheet (JFS 1811)
· ODJFS Post-Initial Meeting Rapid Response Report (JFS 01812)
· ODJFS Post Orientation Rapid Response Report (JFS 01814)

Worker Data (OWCMS Mini-Registration):

All individual workers who attend a worker orientation session must be entered into OWCMS mini-registration. Data for the OWCMS mini-registration can be acquired, among other methods, by using the State's Dislocated Worker Survey (JFS 08124). The rapid response identification (RRID) number assigned at the point of data entry into OhioRED will be entered into OWCMS mini-registration in order to track individual workers accessing services from each event. Although data elements are minimal for workers at this level of service, it is the beginning of a log of services that can then be used to ensure a smooth transition to WIA program enrollment, should additional services be needed.

It is anticipated that the most common point of initial entry for individual workers will follow a worker orientation session. However, for those workers who do not attend an orientation session but who visit a AJC seeking assistance, the appropriate RRID number must be identified and entered accordingly into OWCMS mini-registration as supplemented by information gathered in the State's Dislocated Worker Survey. The data will assist in tracking workers from specific events and can be used to justify need for additional rapid response funds, as well as provide the State with data needed to assess the impact of rapid response services throughout the state.


The designated local rapid response team member must enter potentially affected worker data into OWCMS mini-registration within five (5) working days of the worker orientation session(s). The only exception for this five working day window is if the AJC uses the Ohio standardized dislocated worker survey and chooses to mail the completed surveys to the ODJFS Rapid Response Unit for entry.

(Source: ODJFS Rapid Response Manual, Section H, available at: http://www.ohiored.gov/Misc/RRProcedureManual.pdf; Workforce Investment Act of 1998, Public Law 105-220; Workforce Investment Act Final Rules, 20 CFR Part 652, et al.; National Employment Law Project Report (NELP) 11/12/2008; Rapid Response System, response to NELP study on Ohio's Rapid Response System, 12/16/2008; The Worker Adjustment and Retraining Notification Act (WARN)) 


[bookmark: OLE_LINK2][bookmark: OLE_LINK3]The individual grant application, agreement, or policies may contain the specific requirements for reporting.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Reporting and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

Note:  Note:  For recipients using HHS’ Payment Management System (PMS) to draw Federal funds, the auditor should consider the following steps numbered 1 through 5 as they pertain to the cash reporting portion of the SF-425A, regardless of the source of the data included in the PMS reports.  Although certain data is supplied by the Federal awarding agency (i.e., award authorization amounts) and certain amounts are provided by the Division of Payment Management, HHS, the auditor should ensure that such amounts are in agreement with the recipient’s records and are otherwise accurate.

1) Review applicable laws, regulations, and the provisions of contract or grant agreements pertaining to the program for reporting requirements.  Document the types and frequency of required reports.  Obtain and review Federal awarding agency, or pass-through entity in the case of a subrecipient, instruction for completing the reports.
a) For financial reports, ascertain the accounting basis used in reporting the data (e.g., cash or accrual).
b) For performance and special reports, determine the criteria and methodology used in compiling and reporting the data.

2) Perform appropriate analytical procedures and ascertain in the reason for any unexpected differences.  Examples of analytical procedures include:
a) Comparing current period reports to prior period reports.
b) Comparing anticipated results to the data included in the reports.
c) Comparing information obtained during the audit of the financial statements to the reports.

Note:  The results of the analytical procedures should be considered in determining the nature, timing, and extent of other audit procedures for reporting.

3) Select a sample of each of the following report types:

a) Financial reports

(1) Ascertain if the financial reports were complete, accurate, and prepared in accordance with the required accounting basis.

(2) Trace the amounts reported to accounting records that support the audited financial statements and the Schedule of Expenditures of Federal Awards and verify agreement or perform alternative procedures to verify the accuracy and completeness of the reports and that they agree with the accounting records.  If reports require information on an accrual basis and the entity does not prepare its accounting records on an accrual basis, determine whether the reported information is supported by available documentation.

(3) For any discrepancies noted in SF-425 reports concerning cash status when the advance payment method is used, review subsequent SF-425 reports to ascertain if the discrepancies were appropriately resolved with the applicable payment system. 

(4) Review accounting records and ascertain if all applicable accounts were included in the sampled reports (e.g., program income, expenditure credits, loans, interest earned on Federal funds, and reserve funds).

(5) When intervening computations or calculations are required between the records and the reports, trace reported data elements to supporting worksheets or other documentation that link reports to the data. 

(6) Test mathematical accuracy of reports and supporting worksheets.

b) Performance and special reports

(1) Trace the reported data to records that accumulate and summarize data.

(2) Perform tests of the underlying data to verify that the data were accumulated and summarized in accordance with the required or stated criteria and methodology, including the accuracy and completeness of the reports.


(3) Review the supporting records and ascertain if all applicable data elements were included in the sampled reports.

(4) When intervening computations or calculations are required between the records and the reports, trace reported data elements to supporting worksheets or other documentation that link reports to the data.

(5) Test mathematical accuracy of reports and supporting worksheets.

4) Obtain written representation from management that the reports provided to the auditor are true copies of the reports submitted or electronically transmitted to the Federal awarding agency, the applicable payment system, or pass-through entity in the case of a subrecipient.
	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________



	M.	Subrecipient Monitoring

	Audit Objectives

	1) Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).

2) For non-ARRA first-tier subawards made on or after October 1, 2010, determine whether the pass-through entity had the subrecipient provide a valid DUNS number before issuing the subaward.

3) Determine whether the pass-through entity properly identified Federal award information and compliance requirements to the subrecipient, and approved only allowable activities in the subaward documents.

4) Determine whether the pass-through entity monitored subrecipient activities to provide reasonable assurance that the subrecipient administers Federal awards in compliance with Federal requirements and achieves performance goals.

5) Determine whether the pass-through entity ensured required audits are performed, issued a management decision on audit findings within 6 months after receipt of the subrecipient’s audit report, and ensured that the subrecipient took timely and appropriate corrective action on all audit findings.

6) Determine whether in cases of continued in ability or unwillingness of a subrecipient to have the required audits, the pass-through entity took appropriate action using sanctions.

7) Determine whether the pass-through entity evaluated the impact of subrecipient activities on the pass-through entity.

8) Determine whether the pass-through entity identified in the Schedule of Expenditures of Federal Awards (SEFA) the total amount provided to subrecipients from each Federal program.

9) If for-profit subawards are material, determine the adequacy of the pass-through entity’s monitoring procedures for those subawards.

	Compliance Requirements

	Note:  Transfers of Federal awards to another component of the same auditee under 
OMB Circular A-133 do not constitute a subrecipient or vendor relationship.
A pass-through entity is responsible for:

· Determining Subrecipient Eligibility – In addition to any programmatic eligibility criteria under E, “Eligibility for Subrecipients,” determining whether an applicant for a subaward has provided a Dun and Bradstreet Data Universal Numbering System (DUNS) number as part of its subaward application or, if not, before award (2 CFR section 25.110 and Appendix A to 2 CFR part 25).  

· Award Identification – At the time of the subaward, identifying to the subrecipient the Federal award information (i.e., CFDA title and number; award name and number; if the award is research and development; and name of Federal awarding agency) and applicable compliance requirements. 

· During-the-Award Monitoring – Monitoring the subrecipient’s use of Federal awards through reporting, site visits, regular contact, or other means to provide reasonable assurance that the subrecipient administers Federal awards in compliance with laws, regulations, and the provisions of contracts or grant agreements and that performance goals are achieved.

· Subrecipient Audits – (1) Ensuring that subrecipients expending $500,000 or more in Federal awards during the subrecipient’s fiscal year for fiscal years ending after December 31, 2003 as provided in OMB Circular A-133 have met the audit requirements of OMB Circular A-133 (the circular is available at http://www.whitehouse.gov/omb/circulars/a133/a133.html) and that the required audits are completed within 9 months of the end of the subrecipient’s audit period; (2) issuing a management decision on audit findings within 6 months after receipt of the subrecipient’s audit report; and (3) ensuring that the subrecipient takes timely and appropriate corrective action on all audit findings.  In cases of continued inability or unwillingness of a subrecipient to have the required audits, the pass-through entity shall take appropriate action using sanctions.

· Ensuring Accountability of For-Profit Subrecipients – Awards also may be passed through to for-profit entities. For-profit subrecipients are accountable to the pass-through entity for the use of Federal funds provided. Because for-profit subrecipients are not subject to the audit requirements of OMB Circular A-133, pass-through entities are responsible for establishing requirements, as needed, to ensure for-profit subrecipient accountability for the use of funds.

· Pass-Through Entity Impact – Evaluating the impact of subrecipient activities on the pass-through entity’s ability to comply with applicable Federal regulations.

During-the-Award Monitoring

Following are examples of factors that may affect the nature, timing, and extent of during-the-award monitoring:

· Program complexity – Programs with complex compliance requirements have a higher risk of noncompliance.
· Percentage passed through – The larger the percentage of program awards passed through the greater the need for subrecipient monitoring.
· Amount of awards – Larger dollar awards are of greater risk.
· Subrecipient risk – Subrecipients may be evaluated as higher risk or lower risk to determine the need for closer monitoring.  Generally, new subrecipients would require closer monitoring.  For existing subrecipients, based on results of during-the-award monitoring and subrecipient audits, a subrecipient may warrant closer monitoring (e.g., if the subrecipient has (1) a history of noncompliance as either a recipient or subrecipient, (2) new personnel, or (3) new or substantially changed systems).  Evaluation of subrecipient risk also may take into consideration the extent of Federal monitoring of subrecipient entities that also are recipients of prime Federal awards.

Monitoring activities normally occur throughout the year and may take various forms, such as:

· Reporting – Reviewing financial and performance reports submitted by the subrecipient.
· Site Visits – Performing site visits at the subrecipient to review financial and programmatic records and observe operations.
· Regular Contact – Regular contacts with subrecipients and appropriate inquiries concerning program activities.

Agreed-upon procedures engagements

A pass-through entity may arrange for agreed-upon procedures engagements for certain aspects of subrecipient activities, such as eligibility determinations.  Since the pass-through entity determines the procedures to be used and compliance areas of greatest risk.  The costs of agreed-upon procedures engagements is an allowable cost to the pass-through entity if the agreed-upon procedures are performed for subrecipients below the A-133 threshold for audit (currently at $500,000 for fiscal years ending after December 31, 2003) for the following types of compliance requirements: activities allowed or unallowed; allowable costs/cost principles; eligibility; matching, level of effort, earmarking; and reporting (OMB Circular A-133 (§___.230(b)(2)).

Source of Governing Requirements

The requirements for subrecipient monitoring are contained in 31 USC 7502(f)(2)(B) (Single Audit Act Amendments of 1996 (Pub. L. No. 104-156)); OMB Circular A-133 (§___.225, §___.310(d)(5), and §___.400(d)); A-102 Common Rule (§___.37 and §___.40(a)); OMB Circular A-110 (2 CFR section 215.51(a)); program legislation; 2 CFR parts 25 and 170; 48 CFR parts 4, 42, and 52; Federal awarding agency regulations, and the terms and conditions of the award.
(Source: 2015 OMB Compliance Supplement, Part 3)

Additional Program Specific Requirements

Recipients and Subrecipients

a.	Each recipient and subrecipient must conduct regular oversight and monitoring of its WIA activities and those of its subrecipients and contractors in order to determine whether or not there is compliance with provisions of the Act and applicable laws and regulations and provide technical assistance as necessary and appropriate (20 CFR section 667.400(c)).

b.	Commercial organizations which are subrecipients under WIA Title I and which expend more than the minimum level specified in OMB Circular A-133 must have either an organization-wide audit conducted in accordance with OMB Circular A-133 or a program specific financial and compliance audit (20 CFR section 667.200(b)(2)(ii)). 

(Source:  2015 OMB Compliance Supplement, Part 4)

Advance Payments:

A. The WIA Areas must ensure their sub-recipients obtain the designated training provider’s standard policy regarding the amount of tuition that must be paid in advance to enroll or accept a client.
B. The Department of Labor, One-Stop Comprehensive Financial Management Technical Assistance Guide, Chapter II-6-9, states that “unless specifically required as a condition of attendance, as in a tuition payment required before beginning a formal training course, payment should not be made in advance of the receipt of services.”
C. Service providers should negotiate any advanced payments with the training provider in order to minimize out of pocket expense prior to the start of training.

Recovery of WIA Tuition and Training Refunds: 

A. The WIA Areas must ensure that each of their service providers are aware of their role and responsibility for recovery of WIA tuition and training refunds. 
B. When a client drops a class or is dropped from a class, the sub-recipient must verify with the training provider if the sub-recipient is eligible for a refund based on the refund policy of the training provider. 
C. The sub-recipient must have timely communication between the case and financial staff concerning clients that have dropped classes. They must ensure the prompt return of any refund due. 
D. Failure to recover these costs could result in an audit finding and disallowed costs which must be reimbursed to the State using non-federal funds. 

(Source: U.S. Department of Labor, One-Stop Comprehensive Financial Management Technical Assistance Guide, Chapter II-6-9 http://www.doleta.gov/grants/pdf/FinalTAG_August_02.pdf)

The individual grant application, agreement, or policies may contain the specific requirements for subrecipient monitoring.

(Source:     )

	In determining how the client ensures compliance, consider the following:

	Obtain an understanding of internal control, assess risk, and test internal control as required by OMB Circular A-133 §___.500(c).  Using the guidance provided in the 2013 COSO (http://www.coso.org/IC.htm), or GAO’s 2014 Green Book (http://www.gao.gov/assets/670/665712.pdf), perform procedures to obtain an understanding of internal control sufficient to plan the audit to support a low assessed level of control risk for the program.   Plan the testing of internal control to support a low assessed level of control risk for Subrecipient Monitoring and perform the testing of internal control as planned. If internal control over some or all of the compliance requirements is likely to be ineffective, see the alternative procedures in §___.500(c)(3) of OMB Circular A-133, including assessing the control risk at the maximum and considering whether additional compliance tests and reporting are required because of ineffective internal control.  For further AOS guidance on testing federal controls see http://portal/BP/Intranet/AA%20Training%20Fall%202011/FACCR%20Controls%20and%20Federal%20Update.pdf – Fall 2011.

	What control procedures address the compliance requirement?
	WP Ref.

	Basis for the control (reports, resources, etc. providing information needed to understand requirements and prevent or identify and correct errors):

Control Procedure (description of how auditee uses the “Basis” to prevent, or identify and correct or detect errors):

Person(s) responsible for performing the control procedure (title):

Description of evidence documenting the control was applied (i.e. sampling unit):

	

	Suggested Audit Procedures – Compliance (Substantive Tests)
	WP Ref.

	Note:  Consider the results of the testing of internal control in assessing the risk of noncompliance.  Use this as the basis for determining the nature, timing, and extent (e.g., number of transactions to be selected) of substantive tests of compliance.

Note:  The auditor may consider coordinating the tests related to subrecipients performed as part of Cash management (tests of cash reporting submitted by subrecipients), Eligibility (tests that subawards were made only to eligible subrecipients), and Procurement (tests ensuring that a subrecipients is not suspended or debarred) with the testing of Subrecipient Monitoring.

1.  Gain an understanding of the pass-through entity’s subrecipient procedures through a review of the pass-through entity’s subrecipient monitoring policies and procedures (e.g., annual monitoring plan) and discussions with staff.  This should include an understanding of the scope, frequency, and timeliness of monitoring activities and the number, size, and complexity of awards to subrecipients, including, as applicable, subawards to for-profit entities.

2.	Test the pass-through entity’s subaward review and approval documents for first-tier subawards to ascertain if the pass-through entity obtained DUNS numbers from non-ARRA subrecipients prior to issuance of the subaward.
3.	Test subaward documents and agreements to ascertain if (a) at the time of subaward the pass-through entity made subrecipients aware of the award information (i.e., CFDA title and number; award name and number; if the award is research and development; and name of Federal awarding agency) and requirements imposed by laws, regulations, and the provisions of contract or grant agreements; and (b) the activities approved in the subaward documents were allowable.  
4.	Review the pass-through entity’s documentation of during-the-subaward monitoring to ascertain if the pass-through entity’s monitoring provided reasonable assurance that subrecipients used Federal awards for authorized purposes, complied with laws, regulations, and the provisions of contracts and grant agreements, and achieved performance goals.  
5.	Review the pass-through entity’s follow-up procedures to determine whether corrective action was implemented on deficiencies noted in during-the-subaward monitoring.
6.   Verify that the pass-through entity:

a) Ensured that the required subrecipient audits were completed.  For subrecipients that are not required to submit a copy of the reporting package to a pass-through entity because there were “no audit findings” the pass-through entity may use the information in the Federal Audit Clearinghouse (FAC) database (available at http://harvester.census.gov/sac) as evidence to verify that the subrecipient had “no audit findings” and that the required audit was performed.  This FAC verification would be in lieu of reviewing submissions by the subrecipient to the pass-through entity (pursuant to A-133 §___320(e)(2)) when there are no audit findings.

b) Issued management decisions on audit findings within 6 months after receipt of the subrecipient’s audit report.

c) Ensured that subrecipients took appropriate and timely corrective action on all audit findings.

7. Verify that in cases of continued inability or unwillingness of a subrecipient to have the required audits, the pass-through entity took appropriate action using sanctions.

8. Verify that the effects of subrecipient noncompliance are properly reflected in the pass-through entity’s records.

9. Verify that the pass-through entity monitored the activities of subrecipients not subject to OMB Circular A-133, including for-profit entities, using techniques such as those discussed in the “Compliance Requirements” provisions of this section with the exception that these subrecipients are not required to have audits under OMB Circular A-133.  Review the pass-through entity’s follow-up procedures to determine whether corrective action was implemented on deficiencies noted during-the-subaward monitoring.

10.	Determine if the pass-through entity has procedures that allow it to identify the total amount provided to subrecipients from each Federal program.
	

	Audit Implications (adequacy of the system and controls, and the effect on sample size, significant deficiencies / material weaknesses, and management letter comments)

	A. Results of Test of Controls: (including material weaknesses, significant deficiencies and management letter items)

B. Assessment of Control Risk:

C. Effect on the Nature, Timing, and Extent of Compliance (Substantive Test) including Sample Size:

D. Results of Compliance (Substantive Tests) Tests:

E. Questioned Costs:  Actual __________     Projected __________






N.  Special Tests & Provisions – None noted
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