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involvement by the subcontractor. No one who participated in the group that
reviewed options was related to the subcontractor or any of the company's
employees. In addition, no one from the subcontractor had insight into the prices
under review by the evaluation group.

The audit team was given incorrect information from individuals who were not
involved at this stage of the project and who were speculating and guessing as to
the subcontractor’s vice president involvement. Therefore the conclusion that a
conflict of interest exists is factually inaccurate and based upon incorrect
information.

WVHTCF RESPONSE TO FINDING 4:

The WVHTCF has provided the audit team with data that demonstrates that our
finance staff followed the written directions included in the award document from
the Department of Labor with regard to calculating the approved administrative or
G&A costs to be charged to the Department of Labor grant. That documentation
is included in all three grant awards and states that the approved administrative
rates were to be applied against the “total grant award.” The audit team informed
the WVHTCEF that it was supposed to apply administrative or G&A rates to a
different cost base than the “total grant award” which is unrelated to the total
grant award. At no time was the finance staff provided documentation or training
that explained that procedure by the Department of Labor. The WVHTCF has
carefully followed what it believed to be the proper process. In fact the first two
grant awards were “closed out” by the Department of Labor without instructing
the WVHTCF to change its process for calculating administrative costs. The
WVHTCF’s position is that this is an internal issue within the Department of
Labor and that it should not be a finding.

WVHTCF RESPONSE TO FINDING 5:

The WVHTCF's contract staff compared the proposals and 424A’s submitted to
the Department of Labor to purchase orders that were processed under the
grants. They did not find any expenditures that warranted classification as
“Equipment” or “Training.” The purchase orders for project computers, cameras
and other items should have been classified as “Supplies.” So there was no
increase or decrease in the "Supplies" or the other questioned categories by
more than 20%. The project purchased the supplies as proposed thus there was
no need to get approval for a change.

The reason for proposing equipment under the "Supplies" category is that each
purchase was estimated to be under $5,000. The contracts staff only
categorizes items as "Equipment" in proposals or reports, such as, 424A's, if they
are over $5,000. It appears that the audit team may have been confused
because they were looking at some internal reports that listed these items as
equipment generally and not as the official "Equipment” line item.
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The contract staff conducted the same analysis for the "Training” category and
found basically the same situation. The proposal described "staff training"
related activities under the "Other" category. Again there was no increase or
decrease in that line by more than 20%. The contracts staff found that this
agrees with what was reported on our 424A's. In the case of the $17,860
expenditure noted in the audit report for "Training” under Department of Labor
Grant 1 it was not staff training at all. This is an expenditure in which the project
contracted with a training content provider for a "JAVA 2 Programming
Curriculum" to go in the Network Learning Alliance system for a period of 12
months. This was described in the proposal budget under the "Contractual”

category.

The reports we provided to Department of Labor properly described our
expenditures per our approved proposal.

Throughout this process, the WVHTCF has identified areas in our current
systems and controls to improve and gain efficiencies. We look forward to
sharing those actions with the Department of Labor Grants Officer and
implementing them within our contracting, financial and technical systems.
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