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Mr. Elliot P. Lewis

Deputy Inspector Generd for Audit
Office of Ingpector Generd

U.S. Department of Labor

INDEPENDENT ACCOUNTANTS: REPORT
ON APPLYING AGREED-UPON PROCEDURES

We have performed the procedures enumerated in the Procedures and Findings section of this report.
These procedures were agreed to by the U.S. Department of Labor (DOL), Office of Inspector
Generd (OIG), soldly to assst you in evauating the State of Ohio-=s obligation, expenditure and payment
activities for available Job Training Partnership Act (JTPA) balances and Workforce Investment Act
(WIA) funds, that occurred during the period July 1, 2000 through December 31, 2001. In certain
instances, procedures were gpplied to information reported as of March 31, 2002.

Management of the State of Ohio is respongble for reporting grant obligations and expenditures to the
Employment and Training Adminidration (ETA). ETA isresponsible for recording grant obligetions,
reported expenditures and paymentsin the DOL’s generd ledger.

This agreed- upon procedures engagement was performed in accordance with the attestation standards
edtablished by the American Ingtitute of Certified Public Accountants. The sufficiency of these
proceduresis solely the responshbility of your office as the specified user of the report. Consequently,
we make no representation regarding the sufficiency of the procedures performed for the purpose of
which this report has been requested or for any other purpose.

The results of our procedures are described in the Procedures and Findings section of this report.
We were not engaged to, and did not, perform an examination, the objective of which would be the
expression of an opinion on the accompanying information obtained from the respective entities.
Accordingly, we do not express such an opinion. Had we performed additiona procedures, other
meatters might have come to our attention that would have been reported to you.

This report isintended solely for the information and use of the DOL, OIG, and is not intended to be
and should not be used by anyone other than the specified party.

June 28, 2002



SUMMARY OF FINDINGS

We identified and summarized the Workforce Investment Act (WIA) funds expended and withdrawn as
of December 31, 2001, based on records available at both the State of Ohio and Local Boards, and
found that the accounting records supported expenditure amounts reported on quarterly financia

reports. However, we found that Financial Status Reports (FSRS) were not prepared on the accrua
basis of accounting in accordance with ETA's reporting requirements, and that obligations were
overreported. There were varying ingructions provided by ETA as to how obligations should be
reported by the states for Local Board activities.

The FSRsreflect that dl of the $261.8 million awarded to the State for the WIA program had been
obligated as of December 31, 2001. However, thisis dueto the fact that the State reported obligations
equa to the total funds authorized, rather than the actua amounts obligated by the State and L ocal
Boards. According to State officids, beginning in March 2002, ETA requested that the State report
unliquidated obligations as footnoted information on the quarterly FSRs. Obligation information
reported at March 31, 2002, reflects that $159.9 million were obligated as of that date, leaving $101.9
million in unobligated balances.

Expenditures reported a December 31, 2001, reflect that $93.3 million of the $261.8 million awarded,
had been expended by the State and Loca Boards, leaving $168.5 million or 64.4 percent unexpended.
At this rate of spending, it would take over 2 Yyears to spend the remaining funds, in which timethe
State would have received additional WIA dlocations.

Payments drawn down by the State as of December 31, 2001, totaled $122.6 million. Of this amount,
the State spent $93.3 million, and had available cash of $29.3 million. This balance represents
approximately 6 months of cash needs and is not considered to be compliant with the cash management
regulaions at 31 CFR 205.20.

State of Ohio’s Response

The Ohio Department of Job and Family Services provided a written response to our draft report,
dated September 9, 2002, which isincluded in its entirety a Exhibit V. In generd, the State agreed
with the information presented in the report. We considered Ohio’ s response and made appropriate
changes, including immeaterid adjusments to certain amounts.



BACKGROUND, SCOPE AND METHODOLOGY

Background

WIA was enacted in 1998. The WIA program was designed to reform prior Federa job training
programs and cregte a new comprehensve workforce investment system. The reformed system intends
to provide customer-focused services, assst Americans in accessing the tools needed to manage their
careers through information and services, and assst U.S. companiesin finding skilled workers. The Act
superseded the Job Training Partnership Act and amended the Wagner-Peyser Act.

Initid grants for the WIA program were awarded by DOL ETA beginning in Program Y ear (PY') 2000.
However, unexpended funds from the PY 1998 and PY 1999 JTPA state grants were authorized for
trangition into the WIA program. Generdly, the states are required to pass through approximately 85
percent of the awards received from DOL to Local Boards (subrecipients). States have the origina
program year plus two additiona program yearsto spend the grant funds. However, funds alocated by
adateto aLocad Board for any program year are available for expenditure only during that program
year and the succeeding program year. Fundsthat are not expended by aLoca Board in this 2-year
period must be returned to the state.

States are required to report WIA activities on quarterly FSRs. Accrued expenditures and obligations
are key items reported on the FSRs. Accrued expenditures are reported when aliability has been
created through delivery of goods or services, regardless of when cash payment is made. For example,
saaries earned by employees, but not yet paid, should be recorded as accrued expenditures.
Obligations are reported when certain events occur which will require payment by the States or Local
Boardsin the same or afuture period. Obligations are defined in the WIA regulation as follows.

.. .. theamounts of orders placed, contracts and subgrants awarded, goods and
sarvices received, and Smilar transactions during afunding period that will require
payment by the recipient or subrecipient during the same or afuture period [20 CFR
660.300].

According to ETA, Office of Grants and Contract Management (OGCM), states have been instructed
to report obligationsincurred at the Sate level (Statewide Activities and Rapid Response) at the time
obligations are incurred by the state. However, for Loca Board activities (Loca Adminidration, Y outh,
Adult and Didocated Workers), sates have been ingtructed to report obligations at the time they are
incurred by the Local Boards. This requires the states to collect and consolidate obligation information
for dl of the Local Boards located within the Sete.



WIA grantees obtain grant funds through the U.S. Department of Health and Human Services (HHS),
Payment Management System (PMS). Once ETA awards agrant, the recipient can obtain online
access to the PM S system and draw down grant funds on adaily basis.

With the trangtion of JTPA to WIA, the State of Ohio implemented a significant reorganization that
increased the number of counties acting as service areas. Under JTPA, the State of Ohio was
organized into 31 Private Industry Councilg/Boards that provided JTPA servicesto assigned State
Counties. Under WIA, the State reorganized, resulting in an increase in the number of service aress.
Currently, there are 8 WIA service aress, of which oneloca areaincludes 57 sub-areas.

Scope and M ethodology

Our agreed- upon procedures encompassed WIA funds awarded to the State of Ohio for PY 2000, FY
2001, PY 2001and FY 2002, aswell as PY 1998 and PY 1999 JTPA funds transitioned into the WIA
program. Procedures were applied to grant activities reported by the State and two Loca Boards from
Jduly 1, 2000 through December 31, 2001. In certain instances, we obtained information subsequently
reported by the State and Local Boards for the March 31, 2002, reporting period.

In generd, our procedures were designed to summarize the State of Ohio’s WIA financid activity
(obligations, payments and expenditures) through December 31, 2001, to determine if the amounts
reported to ETA agreed with the supporting accounting records, and to measure the extent to which the
State and Loca Boards have obligated, expended and drawn down WIA funds.



PROCEDURES AND FINDINGS

| dentify and summarize the total WIA grant funds awarded by the DOL to the State as
of December 31, 2001.

The table below shows the total WIA funds awarded by the DOL to the State of Ohio since
inception of the WIA program:

Funding Beginning of Expiration of Total WIA Funds
Period Spending Period Spending Period Awarded
PY 1999/8  JTPA trangtionJune 30, 2002 $ 19.0million

PY 2000 July 1, 2000 June 30, 2003 $ 62.0 million
FY 2001 October 1, 2000 June 30, 2003 $ 50.8 million
PY 2001 Jduly 1, 2001 June 30, 2004 $ 734 million
FY 2002 October 1, 2001 June 30, 2004 $ 56.6 million
Total Awards $261.8 million

WIA funds are awarded on a PY basis, from July 1 to June 30, except for Y outh grants that
were availablein April preceding the sart of the PY. However, aportion of PY 2000 and
2001 funding denoted as“FY” above, was not available until October 1 of each respective PY.
Asrequired by WIA, the State of Ohio passed gpproximately 85 percent of its grant fundsto
Loca Boards (subrecipients).

| dentify and summarize the WIA funds obligated by the State and L ocal Boar ds as of
December 31, 2001, and calculate the amount and per centage of unobligated balances.

Tota obligations reported by Ohio as of December 31, 2001, were asfollows:

Total Total Amount

Funds Obligations Unobligated Per cent
Funding Awarded Per FSR Per FSR of Funding
Period (in millions) (in millions) (in millions) Unobligated
PY 1999/8 $ 19.0 $ 19.0 $0 0%
PY 2000 $ 62.0 $ 62.0 $ 0 0%
FY 2001 $ 50.8 $ 50.8 $0 0%
PY 2001 $ 734 $ 734 $0 0%
FY 2002 $ 56.6 $ 56.6 $0 0%
Total 261.8 $261.8 $0 0%




The information reported by the State reflects no unobligated balances for any of the WIA
grants at December 31, 2001. Thisisdue to the fact that the State did not report actual
obligations incurred at the State or Loca Board levels, rather, the State reported obligations
equa to the total funds authorized by DOL.

Asdiscussed in further detall at item 10 of thisreport, Loca Boards began reporting obligation
datato the Statein March 2002. We summarized Loca Board and State obligations as of
March 31, 2002:

Total Funds Amount Amount  Percent

Funding Awarded Obligated Unobligated of Funding
Period (in millions) (in millions) (in millions) Unobligated
PY 1999/8 $ 19.0 $ 18.0 $ 10 5.0%
PY 2000 $ 62.0 $ 61.8 $ 02 3.2%
FY 2001 $ 50.8 $ 38.2 $ 126 24.8%
PY 2001 $ 734 $ 194 $ 54.0 73.6%
FY 2002 $ 56.6 $ 225 $ 341 60.2%
Tota 261.8 159.9 101.9 38.9%

The March 31, 2002, data reflect that the State and Local Boards had obligated 61.1 percent
of thetotal available WIA funding to date, leaving 38.9 percent unobligated. We found that the
unobligated balance of State level funding was $39.1 million or 71.3 percent of the totd funds
retained for State activities. The unobligated balance of loca leve funding was $62.8 million or
30.3 percent of the total funds passed through to the Loca Boards.

I dentify and summarizethe WIA grant expendituresreported by the State as of
December 31, 2001, and calculate the amount and per centage of unspent funding.

Tota WIA expenditures reported by Ohio through December 31, 2001, were as follows:

Total Funds Total Amount Per cent
Funding Awarded Expenditures  Unspent of Funding
Period (in millions) (in millions)  (in millions) Unspent
PY 1999/8 $ 19.0 $17.6 $ 14 7.4%
PY 2000 $ 62.0 $46.6 $ 154 24.8%
FY 2001 $ 50.8 $29.1 $ 217 42.7%
PY 2001 $ 734 $ 0 $ 734 100.0%
FY 2002 $ 56.6 $ 0 $ 56.6 100.0%
Totd $261.8 $93.3 $168.5 64.4%



Of the $261.8 million of tota WIA funds awarded to Ohio, the State spent $93.3 million, 35.6
percent of the total funds awarded, leaving asgnificant portion of its funding (64.4 percent)
unspent as of December 31, 2001. The PY 2001 and FY 2002 funding years reflect that no
funds have been spent as of December 31, 2001, even though severd months have e apsed
since the funds were awarded. We subsequently obtained cost information reported for the
quarter ended March 31, 2002, and noted that 54 percent of the funds remained unspent as of
that date.

Determineif the expenditure amountsreported to DOL agreeto the State and two
L ocal Board’s accounting records.

We compared the expenditure amounts reported to the DOL, and found that the amounts
reported reconciled in dl casesto the State’ s grant costs system. We visited two Local
Boards, and found that the amounts reported to the State reconciled to the Loca Board's
accounting system.

Calculate the amount and per centage of unspent funding by program component.

The following provides a summary of the unspent funding by program component:

Funds Total Amount Per cent

Awarded Expenditures Unspent  of Funding
Program Component (in millions) (in millions)  (in millions) Unspent
Locd Board Activities.
Adults $ 743 $ 315 $ 428 57.6 %
Youth $ 746 $ 244 $ 50.2 67.4 %
Didocated Worker $ 377 $ 177 $ 20.0 53.1%
Locd Admin $ 207 $ 78 $ 129 62.3 %
Tota Loca Board
Activities $207.3 $ 814 $125.9 60.7 %
Sae Activities
State-Wide Activities $ 36.8 $ 72 $ 296 80.4 %
State Rapid Response $ 17.7 $ 47 $ 130 73.4%
Totd State Activities $ 545 $ 119 $ 426 78.2%
Totd Funding $261.8 93.3 $168.5 64.4 %

The cost data submitted by the State through December 31, 2001, indicate that the mgority of
WIA funds at both the State and Loca Board levels were not spent as of that date (78.2
percent and 60.7 percent, respectively).



Calculate the rate of expenditurefor the State of Ohio’'sWIA program as of the
guarter ended December 31, 2001.

From July 1, 2000 through December 31, 2001, the rate of expenditure for the WIA program
has averaged approximately $1.2 million per week. At that rate, the State had about 2 Yyears
of available funding as of December 31, 2001.

The two Loca Boards visited dso had large unspent WIA fund balances. The WIA dlocation
for one Loca Board was $5.9 million, yet the Loca Board had only spent $2.5 million. Inthe
other case, the Loca Board' s PY 2001 alocation was $7.8 million, yet the Loca Board had
only spent $.97 million.

We dso obtained the FSRs for March 31, 2002. The reports showed that the State spent an
additiond $26 million in this quarter, leaving an unspent baance of $142 million, or

54 percent of the total funds awarded. This cost activity indicates an acceleration of WIA
expenditures for the latest quarter. However, even at this rate of expenditure, it would take
more than 1 year to spend the exigting funds avallable, in which time the State would have
received additiona dlocations (the PY 2002 youth funding is available

April 2002, and the remaining PY 2002 funding will be available July 2002 and October 2002).

| dentify potential reasonsfor the high percentage of unspent funds.

According to State officids, the high percentage of unspent funds was due to the dow
implementation of the WIA program. The trangition from JTPA to WIA took longer than
anticipated due to a 9gnificant reorganization within the State of Ohio that brought in many
counties as local service areas that had little or no prior experience with JTPA. Under JTPA,
the State of Ohio was organized into 31 Private Industry Councils/Boards thet provided JTPA
services to assigned State Counties. Under WIA, the State reorganized and increased the
number of service areas. Currently, there are 8 WIA loca aress, of which oneloca area has
57 sub-areas.

Furthermore, we were informed that many potentid participants for the WIA program were
enrolled instead in Temporary Assistance for Needy Families (TANF) programs. According to
Sate offidds, the Locd Boards were informed that if TANF funding was not fully utilized within
agiven time period, the unspent funds would have to be remitted back to the State. The State
indicated that participants were enrolled into TANF rather than WIA programs, because there
were fewer restrictions for participant digibility and for the use of TANF funds.



| dentify and summarizethetotal WIA paymentsreceived by the State of Ohio as of
December 31, 2001, and calculate the resulting available cash.

The following provides a summary of the funds withdrawn from the HHSPM S system as of
December 31, 2001, and the resulting available cash:

Total Costs Total Cash Cash
Funding Reported Withdrawn Available
Period (in millions) (in millions) (in millions)
PY 1999/8 $ 176 $ 93 $ (83
PY 2000 $ 46.6 $ 61.2 $ 146
FY 2001 $ 291 $ 36.8 $ 7.7
PY 2001 $ 0 $ 153 $ 153
FY 2002 $ 0 $ O $ 0
Tota 93.3 $122.6 $ 293

Determine if the amount of cash withdrawn by the State and L ocal Boardsfor the WIA
program isreasonable based on the actual rate of expenditures, and that theresulting
available cash isin compliance with the applicable regulations.

The $29.3 million of available cash identified above represents cash drawn down in excess of
cogtsincurred, as of December 31, 2001. Since the State averaged approximately $5.2 million
of grant expenditures per month (from July 2000 through December 2001), the available cash
represents approximately 6 months of cash needs.

During the subsequent quarter (March 31, 2002), the State of Ohio received additiona cash of
$15 million and reported expenditures of $26 million, reducing the available cash to $18 million.
However, additiona funds totaing $10 million were drawn down in April and the first week of
May 2002 against FY 2002 grants, even though no corresponding costs were reported for FY

2002, as of March 31, 2002.

The cash management regulations applicable to the WIA program require that cash advances be
limited to the Aminimum amounts needed and shdl be timed to be in accord only with the actud,
immediate cash requirements of the State in carrying out a program or projecti (31 CFR
205.20). Based on this criterion, the State of Ohio’s available cash for the WIA progam s
excessive.

Our review of the State' s single audit reports indicated that since 1998, Ohio's auditors have
reported that the State did not establish appropriate interna control procedures over cash
management for the JTPA, and subsequently, the WIA program.



10.

We visited two Loca Boards, and noted that Loca Boards aso had excessive available cash.
Each Loca Board we visited had over $2 million in available cash. One Loca Board received
cash advances of $4.7 million, but had only spent $2.5 million of its annua dlocation (for the
year ended June 30, 2001). The other Loca Board received $3.3 million in cash advances
from the State, but had only spent $970,000.

The excessive available cash at the Loca Boards were due to the State’ s cash advance policies.

We were informed that the State provided cash advances to the Local Boards equal to one-
third of thelr total subgrant awards. According to State officids, the current advance system is
being replaced with procedures that will satisfy cash management requirements applicable to
WIA. Wewere informed the new procedures would be implemented in July 2002.

Deter mine how the State reportsobligationsfor Local Board activities (i.e.,, Adult,
Didocated Workers, Youth and Local Administration), and if the method used for
reporting to the DOL isin compliance with instructionsissued by ETA.

The obligation amounts reported by Ohio for adl Local Board activities represented the total
amount of funds passed through to the Local Boards.

This reporting practice was contrary to information provided by OGCM, who informed us that
the states were ingtructed (in training) to report actua Loca Board obligations, not the amount
of funds passed through to the Local Boards. However, State officias believed obligations
were reported in accordance with ETA ingructions, claming that they were ingtructed by their
ETA regiona monitor to report obligations equa to the total amount passed through to the
Loca Boards. We contacted the ETA monitor and verified that the State was, in fact, given
these indructions.

We a0 looked to the written reporting ingtructions issued by ETA. The written ingtructions do
not specify whether or not the Loca Board obligations or the State' s pass through awards
should beincluded on these reports. As an example, the Y outh reporting ingtructions define
obligations as the sum of net outlays (i.e. expenditures) plus unliquidated obligations, which are
defined asfollows.

Item 10. i. FEDERAL UNLIQUIDATED OBLIGATIONS are obligations
incurred, but for which an outlay (expenditure) has not yet been recorded in the
grantee’ s books of account. This amount should include unliquidated
obligations to subgrantees and contractors. (State has 90 days after dl funds
have been expended or the period of availability has expired to liquidate funds
that were obligated during the period of performance.) [Training and
Employment Guidance Letter No. 16-99, June 23, 2000, Attachment D.]

According to State officias, beginning in March 2002, ETA requested that the State include the
unliquidated portion of Loca Board obligations on the quarterly FSRs, but only as footnoted
information. The amount reported as“Tota Federal Obligations’ on the FSRs remained the
same. That is it includesthe tota amount passed through to the Loca Boards.

10



11.

12.

Determineif expenditureinformation isreported to ETA on the accrual basis of
accounting, in accordance with theregulationsat 29 CFR Part 97 and the WIA
reporting ingructionsissued by ETA.

WIA grantees are required to report accrued expendituresto ETA on a quarterly basis.
However, neither the State nor the Loca Boards consistently reported program expenditures
utilizing the accrud basis of accounting. The State made attempts a

edimating certain accruals, but the process was not al-inclusive. Program expenditures were
typicaly reported on acash bass. Cashrbasisreporting is contrary to program regulations at
20 CFR 667.300, which require reporting of accrued expenditures.

In March 2002, the State ingtructed the Loca Boards to include accrua information as part of
the reporting process. However, the State does not believe that the accruals reported
(approximately $8 million) represented al accrued expenditures for the WIA program. The
State believed that additiond refinements were necessary at the Local Boards to attain complete
and accurate accounting of accrued expenditures.

Determine what information isrequired to be reported by the L ocal Boardsto the
State, and if the reporting requirements established by the State ensure compliance
with the program regulations at 20 CFR 667.300.

Prior to March 2002, Loca Boards were required to report cost and payment information to
the State using the Quarterly Information Consolidated System (QUIC), an online reporting
system. Thisinformation was transmitted to the State’'s Central Office

Reporting System where it was consolidated for reporting to the DOL. Contrary to the WIA
program regulations at 20 CFR 667.300, cost information was reported on a cash rather than
accrud basis. The Locd Boards did not report obligations to the State.

In March 2002, the State revised Loca Board reporting requirements and instructed the
Boards to report obligations (only the unspent portion) and accruas for costs incurred but not
yet processed for payment. The accrua information was added to the casht bas's expenditures
reported in the QUIC system, and was included in the “ Tota Federd Outlays’ line of the
FSRs. However, the Loca Boards obligations data were included as afootnote only. The
State contends that it had not been instructed by ETA to report the Loca Boards obligationsin
the “Totd Federd Obligations’ line of the FSRs.

11



13.

14.

15.

16.

Deter mine how the State tracks the various funding periodsfor both State activities
and Local Board activities, and if data is accounted for in a manner that will allow costs
to be matched against the appropriate obligation.

Ohio has not tracked its WIA grants by funding period. The accounting and reporting system
used for both the State and Loca funds was not structured to identify costs incurred against a
specific obligation. Rather, costs were recorded againgt the oldest available obligation. The
subawards passed through to the Local Boards did not identify

the funding period (PY or FY') under which the award was authorized. Likewise, the reporting
to the State by the Loca Boards did not identify the source of the funds spent during the

reporting period.

Sate officidsindicated that Ohio recently initiated efforts to record costs incurred against the
corresponding obligation, including requirements for the Loca Boards to track and report
expenditures by funding period. Implementation of these changes was expected to take place
by July 2002.

Deter mine the documentation used by the State to award the pass through allocations
totheLocal Boards. Based on the information obtained, deter mineif the State
subawar d document isin compliance with the requirements of the uniform grant
adminigtration proceduresoutlined at 29 CFR 97.37.

Locd Boards were notified of their funding alotments by means of anctification letter. A
formally executed subgrant agreement was not used to document awards of WIA funds. The
notification letters did not contain any of the information outlined in 29 CFR

97.37. For example, this regulation requires that “every subgrant include clauses required by
Federd statute and executive orders and their implementing regulations,” and that every cost
reimbursement subgrant include a provison for compliance with 29 CFR 97.42, which sets
forth the retention and access requirements for financia and programmetic records relative to
the Federa grant or subgrant.

Inquire asto the sour ce of obligation, expenditure and/or payment information
reported to the State by the L ocal Boards, and determineif the information reported
agrees with the corresponding sour ce accounting recor ds.

Expenditure and payment information was reported to the State using the QUIC system, and
was derived directly from the Local Boards financid accounting systems. We traced
expenditure and payment information reported in the QUIC to corresponding information
recorded in the Loca Boards financia accounting systems. We did not find any exceptionsin
data between the two systems.

Obligation information was not reported to the State until March 2002. Reported obligations as
of that date were supported by manua spreadsheets maintained by the Loca Boards.

Determineif Local Board cost information isreported on the accrual basis of
accounting, in accordance with theregulationsat 29 CFR Part 97 and the WIA
12



17.

18.

19.

reporting ingructionsissued by ETA.

The Loca Boards did not maintain accounting records on an accrua basis, and prior to

March 2002, were not required to report accrued expenditures. However, beginning in March
2002, the State required Loca Boards to report accrua information, in addition to the cash
expenditures reported on the QUIC system.

If obligation information isnot required to bereportedto the State, determineiif the
L ocal Board has accounted for their obligationsin the official accounting system or in
" cuff" records.

Neither of the Local Boards visited accounted for obligations as part of their standard
accounting and reporting systems. Records available at the Loca Boards consisted of
spreadsheets that listed subcontracts and purchase orders awarded to training agencies and
other vendors.

Determine how the L ocal Board defines “ obligation,” and the point at which fundsare
consdered to beobligated. Determineif the Local Board definition meetsthecriteria
defined in the program regulations at 20 CFR 660.300.

Beginning in March 2002, the Loca Boards began reporting unliquidated obligations to the
Stae. Included in this amount was the unexpended portion of training subcontracts and
purchase orders to certain vendors. Unliquidated obligations did not include payroll costs or
recurring operating cogts, such as utilities or repairs (these items are normaly obligated at the
time the expenditure isincurred). However, since the Loca Boards reported cashtbasis
expenditures, accrued expenditures, and unliquidated obligations, it is possible to compute the
tota WIA obligations as defined in the program regulations. We believe that these practices are
properly designed to provide obligation information that is substantialy compliant with the
regulations, beginning with the quarter ended March 31, 2002.

If feasible (based on the records maintained by the Board), deter mine the per centage
of total funding which has been obligated for either core, intensive, or training services
which will be provided by one-stop centersor other outside training entities.

For the two Local Boards visited, the obligations recorded (off ledger), as of March 2002,

amounted to 49 percent of the total WIA funds awarded. These obligations were primarily
made to outside training agencies or service providers.

13



20.

21.

22.

I nspect copies of the types of contractsissued for training services. Determineif the
subcontractsfor training servicesissued by the L ocal Board contain therequired
information and clauses as specified in the grant administration requirementsat 29
CFR Part 97.

We obtained two training subcontracts issued by each of the Loca Boards visited, and found
the subcontracts to be subgtantially compliant with the uniform grant administration requirements
of 29 CFR, Part 97.

The subcontracts reviewed were formal contractua agreements which referred to the
requirements and regulations gpplicable to WIA operations, and set forth the essential contract
terms and conditions.

Determine what information isrequired to be reported by the training subcontractors
to the Local Boards, including the content, format, frequency and any written
instructionsissued by the Local Board. Based on the information obtained, determine
if the Local reporting requirements arein compliance with the program regulations at
20 CFR 667.300.

Both of the Local Boards visited required training subcontractors to submit monthly reports
containing both financid and program (participant) information. Examples of informeation
reported include: expenditures by category, names of participants served, type of service
provided, current status of participant, and outcomes achieved. Accordingly, the reporting
requirements imposed on subcontractors by the Loca Boards were considered to be
subsgtantidly compliant with the program regulations.

Deter mine how the Local Board tracksthe various funding periods, and if datais
reported and accounted for in a manner which will allow coststo be matched againgt
the appropriate obligation or subcontract agreement.

The State did not provide Loca Boards with sufficient information to determine whether funding
was of fisca or program year origin. Therefore, the accounting and reporting of WIA financid
data by the Loca Boards did not include identification of activities by funding period. Loca
Boards expenditure data were reported against an annua alotment; however, at the State leve,
the data were recorded againgt the earliest appropriation with available funding. Costs were not
matched againgt corresponding obligations.

According to State officids, Loca Boards will be required to report program costs by the
appropriate fiscal or program year, beginning in July 2002.
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EXHIBIT |

FINANCIAL STATUSREPORT
LOCAL YOUTH PROGRAM ACTIVITIES

Following thistitle pageisthe WIA financid status report used to record loca youth program activities.



Workforce Investment Act U.S. Department of Labor @

Local Youth PI’OQI’&ITI Actlvities Employment and Training Administration
OMB Approval | Page of
Financlal Status Report No. 120%.0408 |
1. Federal Agency and Organizational Element 2. Federal Grant or Other Identifying Number Assigned
to Which Report is Submitted By Federal Agency Expires:
02/29/04 pages
3. Reciplent (Name and complete address, including ZIP code)
4. Employer Identification Number 5. Recipient Account Number or ldentifying Number |6. Final Report 7. Basis

0O ves 0O No [ Cash O Accrual

8. Funding Year : 9. Period Covered by the Report

From: (Month, Day, Year)

To: (Month, Day, Year)

10. Transactions:

Cumulative

8. Total Federal outlays

b. Refunds, rebates, etc.

¢. Outlays for Out-of-School Youth

d. Outlays for in-School Youth

e. Outlays for summer employment opportunities

. Net Federal outlays (Line @ minus b)
©- Recipient outlays for allowable program activities

h. Net Federal outlays

i. Federal share of unliquidated obligations

j. Total Federal obligations (Line h plus i)

k. Total Federal funds authorized for this funding period

I. Unobligated balance of Federal funds (line k minus j)

Program income consisting of:

m. Disbursed program income using the addition method

n. Undisbursed program income

0. Total program income realized (Line m plus n)

11. Remarks: Altach any explanations deemed necessary or information required by Federal sponsoring agency in compliance with

governing legislation.

12. Centification: 1 certify to the best of my knowledge and belief that this report is correct and complete and that all outlays and
unliquidated obligations are for the purposes set forth in the award documents.

Typed or Printed Name and Title

Telephone (Area code, number and extension)

Signature of Authorized Certifying Official

Date Report Submitted

Persons are not required to respond to this coliection of information unless it displays 8 currently valid OMB control number. . Respondents
obtigation to reply to these reponiing requirements are Mandatory (WIA; 20 CFR 652 et al). Public reporting burden for.this collection of
information is estimates to average 1 hour per responss, including the time for reviewing instructions, searching uxisting data sources, gathering
and maintaining the data needed, and completing and reviewing the coliection of information. Send comments regarding this burden estimate or
any other aspect of this coliection of information, including suggestion for reducing this burden to the U.S. Depanmem of Labor, Office of
Waelare-10-Work, Room N-4716, Washington, D.C. 20210 (Paperwork Reduction Project (1205-0408).

ETA 9076-0  (May 2000)



EXHIBIT I

FINANCIAL STATUSREPORT
LOCAL AUDLT PROGRAM ACTIVITIES

Following thistitle pageisthe WIA financid status report used to record locad adult program activities.



Workforce Investment Act U.S. Department of Labor

Local Adult Program ACthltlBS Employment and Tralning Administration ((?)
OMB Approval | Page of
Financial Status Report No. 1205.0408
1. Federal Agency and Organizational Element 2. Federal Grant or Other Identifying Number Assigned
10 Which Report Is Submitted By Federal Agency Expires:
02/29/04 pages
3. Reciplent (Name and complete address, including ZIP code)
4. Employer identification Number §. Reciplent Account Number or identifying Number }6. Final Report 7. Basis
O vyes O No [0 Cash OO Accrual
8. Funding Year | 8. Period Covered by the Repor

From: (Month, Day, Year)

To: (Month, Day, Year)

10. Transactions:

Cumulative

a. Total Federal outiays

b. Refunds, rebates, etc.

c. Net Federal outlays (Line a minus b)

d. Recipient outlays for aliowable progrem activities

e. Net Federal outiays

f. Federal unliquidated obligations

0. Total Federal obligations (Line e plus f)

h. Total Federal funds authorized for this funding period

I. Transfers from dislocated worker program activities’

j. Transfers to dislocated worker program activities

k. Adjusted lotal federal funds available

1. Unobligated balance of Federal funds (line k minus Q)

Program income consisting of:

m. Disbursed program income using the addition method

n. Undisbursed program income

o. Total progrem income realized (Line m plus n)

11. Remarks: ARtach any explanations deemed necessary or information required by Federal sponsoring agency in compliance with

governing legislation.

12. Certification: | certify to the best of my knowledge and belief that this report is correct and complete and that all outlays and

unliquidated obligations are for the purposes set forth in the award documents.

Typed or Printed Name and Title

Telephone (Area code, number and extension)

Signature of Authorized Certifying Official ) Date Report Submitted

Persons are not required to respond to this collection of information unless it displays a currently valid OMB control number. Respondents
obligation to reply to these reporiing requirements are Mandatory (WIA; 20 CFR 652 et al). Public reporting burden for. this collection of
information is estimates to average 1 hour per response, including tha time lor reviewing instructions, searching existiig data sources, gathering
and maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden estimate or
any other aspect of this collection of information, including suggestion for reducing this burden 1o the U.S. Department of Labor, Office of

Welare-lo-Work, Room N-4716, Washington, D.C. 20210 (Paperwork Reduction Project (1205-0408).

ETA 9076-€  (May 2000)



EXHIBIT 11

FINANCIAL STATUSREPORT
LOCAL DISLOCATED WORKER PROGRAM ACTIVITIES

Following thistitle page isthe WIA financid status report used to record locd didocated worker
program activities.



Workforce investment Act U.S. Department of Labor

Local Dislocated Worker Program Employment and Training Administration @
Activities
OomB roval | Page of
Financlal Status Report No. 12600408 | -
1. Federal Agency and Organizational Element 2. Federal Grant or Other identifying Number Assigned
to Which Report is Submitied By Federal Agency Expires:

3. Reclpient (Name and complete address, including ZIP code)

4. Employer identification Number 5. Recipient Account Number or Identifying Number |6. Final Report 7. Basis
0O Yes 0 No |O Cash O Accrual

8. Funding Year 9. Period Covered by the Report

From: (Month, Day, Year) To: (Month, Day, Year)

10. Transactions: Cumulative

a. Total Federal outlays

b. Refunds, rebates, etc.

c. Net Federal outlays (Line a minus b)

d. Recipient outlays for allowable program activities |

e. Net Federal outlays

f. Federal share of unliquidated obligations

©. Total Federal obligations (Line e plus f)

h. Total Federal funds suthorized for this funding period

i. Transfers from adult progrem activities

j. Transfers to adult program activities

k. Adjusted total federal funds available

I. Unobligated balance of Federa! funds (line k minus g)

Program income consisting of:

m. Disbursed program income using the addition method

n. Undisbursed program income

0. Total program income realized (Line m pius n)

11. Remarks: Attach any explanations deemed necessary or information required by Federal sponsoring agency in compliance with

governing legislation.

12. Certification: | certify 1o the best of my knowledge and belief that this report is correct and complete and that all outlays and
unliquidated obligations are for the purposes set forth in the award documents.

Typed or Printed Name and Title Telephone (Area code, number and extension)

Signature of Authorized Cenrtifying Official : Date Report Submitted

Persons are not required to respond to this collection of information uniess it displays a currently valid OMB control number. Respondents
obligation to reply to these reporting requirements are Mandatory (WIA; 20 CFR 652 et al). Public reporting burden for this collection of
information is estimates to average 1 hour per response, including the time for reviewing instructions, searching existing data sources, gathering
and maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden estimate or
any other aspect of this collection of information, including suggestion for reducing this burden to the U.S. Department of Labor, Ofiice of
Welare-10-Work, Room N-4716, Washington, D.C. 20210 (Paperwork Reduction Project (1205-0408).

ETA 9076-F  (May 2000)



EXHIBIT IV

THE COMPLETE TEXT OF
OHIO'SRESPONSE TO THE DRAFT
AGREED-UPON PROCEDURES REPORT

Following thistitle page is the complete text of Ohio’s response to our agreed-upon procedures report,
issued to them on August 15, 2002.



Tom Hayes
Director

Bob Taft

Governor
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30 East Broad Street * Columbus, Ohio 43215

ifs INSPECTOR GERERAL
www.state.oh.us/odjfs SFEICE OF AUD;IT ,
ATLANTA. GA

September 9, 2002

Mr. Robert R. Wallace

Regional Inspector General for Audit
U.S. Department of Labor-OIG

61 Forsyth Street, S.W., Room 6T20
Atlanta, Georgia 30303-3104

Re: Report Number 04-02-004-03-390
Dear Mr. Wallace:

We have reviewed the report prepared by R. Navarro and Associates, Inc., on behalf of the Office of
Inspector General (OIG), regarding Workforce Investment Act grants and transition funds awarded to
the State of Ohio, for the period July 1, 2000, through December 31, 2001, We are in general agreement
with the report; however, there are several areas that we believe require additional clarification. Those
areas are discussed and are submitted for edification and inclusion into your report. They are as follows:

The period of this report is July 1, 2000, to December 31, 2001, as identified on the cover page of the
report and in Paragraph 1 under the Independent Accountants' Report on Applying Agreed-Upon
Procedures. However, there are references throughout the report that go beyond December 31, 2001.
This is confusing to the reader and appears that the scope has been exceeded. | would suggest that the
report clarifies that the scope is primarily tied to the funding source, and that activity related to this source
was examined.

Page 4, paragraph 2--The report states that the State reorganized into 85 service areas. This is
incorrect. That same comment is repeated throughout the report and should be corrected i.e., Page 8,
#7, paragraph 1). Currently, Ohio has 8 Local Areas. However, one of those areas known as the Option
Area (OA) currently has 57 sub-areas. During the transition from JTPA to WIA for the period July 1,
2000, through June 30, 2001, Ohio had seven local Workforce Investment Areas. The area known as
the Option Area had 45 sub-areas. ‘

Page 4, paragraph 2---The last sentence in this paragraph is an opinion, unsupported by fact, and is
contrary to the Independent Accountant's Report on Applying Agreed-Upon Procedures (i.e., paragraph
5) and should be removed from the report. ,

Page 4, paragraph 4, has a date of December 31, 2002. This date appears to be in error and should
be changed to December 31, 2001, to reflect the scope period of the examination.

Page 6, first table—This table summarizes Local Board and State obligations as of March 31, 2002. The

state calculated these figures using the information in the Financial Status Reports (FSR) footnotes as
documentation of the obligated commitment, and included the footnoted amount when Option Area (OA)

An Equal Opportunity Employer
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Page 2

was available, or the footnoted amount up to a maximum of the OA amount available for each funding
year. Under this methodology, the state’s calculations of the amount obligated differ in several places
from the draft figures. For PY 2000, the report shows $62.1 M; the state’s calculation is $61.8 M. Also,
the reported amount includes $1.7 M more in FY 2001, and $1.7 M less in PY 2002, than the state
calculated. ‘

The state attempted to verify the calculations with R. Navarro & Associates over the past few days, but
the proper state and Navarro contacts have not yet taken place. While there are not significantly large
differences between the state’s and Navarro’s calculations, it would be best to clarify the methodology
for the calculations in the table.

Page 8, #7, paragraph 2--- Sentence 2 states, "According to State officials, they were informed that if
TANF funding was not fully utilized within a given period, the unspent funds would have to be remitted
back to the funding source." This statement should be rewritten to say, “According to State officials , the
local areas (counties) were informed that if TANF funding was not fully utilized within a given period, the
unspent funds would have to be remitted back to the State (ODJFS). The local areas used TANF funding
instead of WIA funding because there were fewer restrictions on the eligibility of participants and use of
TANF funds.”

We look forward to receiving your final report. If you have any questions or wish further information,
please contact Arthur D. Stackhouse, Office of the Chief Inspector, at (614) 466-3015.

Sincerely,

gtk

Kenneth B. Marshall
Chief Inspector
Office of the Chief Inspector

KBM:ADS:plg
Enclosure

cc:. Thomas Hayes
Melissa DelLisio
Robert Blair
China Widener
Donald Singer
Quentin Potter
Mark Birnbrich
Arthur Stackhouse



