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‘ STATE OF MICHIGAN .
JENNIFER M. GRANHOLM DEPARTMENT OF CAREER DEVELOPMENT * . DAVID C. HOLLISTER
. GOVERNOR Lo e DRECTOR

LANSING .
Maxch 20, 2003

Mr. Robert R. Wallace , )
Regional Inspector General for Audit
U. S. Departmient of Labor

61 Forsyth Street SW

Atlanta, Georgia 30303

Dear Mr. Wallace:

The Michigan Department of Career Developnient, Office of Workforce Development
(MDCD/OWD) has received and reviewed the draft report, No. 04-03-007-03-390, regarding
finsncial activities of the Workforce Investment Act (WIA) and Job Training Partnership Act
transition funds. From our review of the draft report document, we have concerns with your

findings to Items No. 2, 7, and 9. M.DCD’s/OWD s comments to thess findings are presented
below: :

. Rep! m

Procedure: Determine how MDCD fracks the various funding periods for both MDCD
and Michigan Works! Agencies (MW As) activities, and if data is accounted for in a
manner that will allow expenditures to be matched against the appropriate obligation.

; : It was determined that MDCD does not match expenditures
with the appropriate ﬁscal penod’s funding. Rather, current expmdmu'es are charged
against the earlicst available funding. As a result, a program’s costs could not be
matched with the period for which it was funded.

. ’ YourﬁndmgmggeststhatWIAﬁmdscmbcspentonlymthe
Program Year (PY) in which the funds were awarded. However, it is unclear what
regulation or basis supports your ﬁndmg '

Per WIA regulation 20 CFR Part 667.107(a), and as stated in the Background section of

your draft report: “States have the original PY plus two additiona] years to spend the
‘gant funds.” (Emphbasis added.) :
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~ Additionally, Sec. 23(a) of the federal Oﬁce of Management and Budget Circular for

Uniform Administration Requirements for Grants and Cooperative Agreements to States

" and Local Governments (The Common Ru]e) states:

Where a funding period is specified, a grantec may charge to the award
only costs resulting from obligations of the funding period unless
carryover of unobligated balances is permitted, in which case the
carryover balances may be charged for costs resulting from.obligations of
‘the subsequent funding period.

Based on these federal regulations, MDCD’s carryover of available WIA fund balances
into the subsequent funding period and charging WIA program costs agamst the earliest
available WIA funds is an acceptable practwc

Report Item #7

Procedure: Perform an analytical rcvxew of the information obtained to develop trend
information and investigate any unusual relationships noted.

ector ’s Fi
Under the analysis of WIA4 Fi unds Obligated is stated

Of the total $164.5 million of fqndmg available, $4.7 million (2.9 percent)
remained unobligated as of December 31, 2001. However, in addition to
obligations made at the State level, Michigan reports funds to be '
“obligated” upon their allocation of the funds to the MW As, even though
the MW As have not legally obligated the funds.

And, under the analysis of Expenditure Analysis by Funding Stream, is stated:

Cost data submitted by MDCD through December 31, 2001, indicates that a
significant amount of WIA funds at both the State and MW A levels were not
. spent as of that date (42.9 percent and 34.1 percent, respectively).

In regard to WIA Funds Obligated:

MDCD’s reporting of WIA funds for the quarter ending December 31, 2001, was
prepared in accordance with U. S. Department of Labor (USDOL), Employment and
Training Administration’s (ETA) Training and Employment Guidance Letter (TEGL)

-No. 16-99, issued June 23, 2000. As stated in both the Background section and in Item 1

of the draft report: “ETA had not clearly specified whether Local Board obligations or the
State’s pass-through awards should be included on the reports,” It should be noted that it

was not until issuance of TEGL 16-99, Change 1, on November 6, 2002, that the USDOL
clarified its definition of obligation for WIA financial reporting purposes.
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A.nd, in responsc to. Expendzture Analysxs by Fundmg Stream:

1t should be noted that Deccmber 3l,is the mid-point of the WIA PY. For
Michigan to have unspent fund batances of 42.9 percent at the State level,
and 34.1 percent at the MWA levcl at that point of the PY appears
reasonable. -

Pleasc refer to the attached USDOLETA schedulc on State Formula Spending for

PY 2001 as of 6/30/02 reports, which includes unexpended funds carried-in to PY 2001.

This schedule shows that Michigan reported expending 86.1 pércent of its total available
WIA funds during PY 2001. This expenditure rate achieved by-Michigan far exceeded

the national average of 61.3 percent, and was second only to the State of Vermont for the

highest rate of expenditures for the PY.

Report Item #9

Procedure: Determine how MWAs track vatious funding periods and if datais reported
and accounted for in a manner which will allow expenditures to be matched against the
appropriate obligation or subcontract agreement.

Inspector Gengral’s Findings: The MW As employ First In/First Out (FIFO)
méthodology in associating period expenditures with the funding allotted to that period.
As such, expenditures reported by MWAs were not matched with appropriate finding.
Rather, expenditures were charged against prior period funds until those funds had been
exhausted; and then charged to a subsequent period’s funding. Charging current period

expenditures to prior period funding dlssocxates the funding allotted to a specific period
from the cost of that period.

MDCD'’s Responge: Your finding suggcsts that WIA funds can be spent only in the PY
in which the funds were awarded. The basis that supports this finding is unclear.

Pcr WIA regulation 20 CFR Part 667.107 (a) and (b), and as stated in the Background
section of your draft report:

States have the original program year plus two additiopal years to spend
the grapnt funds. However, funds allocated by a State to a Local Board for
any PY are available for expenditures only dunng that PY and the
succeeding PY. (Emphasis added )

Additionally, Sec. 23(a) of the federal Office of Management and Budget Circular

Jor Uniform Administration Requirements for Grants and Cooperalive
Agreements to States and Laca] Governments (The Common Rule) states:
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Where a funding period is specified, a grantee may charge to the -
award only costs resulting from obligations of the funding period
unless carryover of unobligated balances is permitted, in which
case the camryover balances may be charged for costs resulting
from obligations of the subsequcnt funding period.

Based on these federal reg\ﬂanons the MWA’s charging of WIA program costs .
against. program fimds using the FIFO methodology 1s correct and in compliance
for the WIA ‘program. , .

Itis requested that the comments offered abovc be reviewed and taken nto conslderauon prior to
finalization of this report.

If there are any questions regarding the comménts offered in this letter, please contact
Mr. Ted De Leon, Division Director, Repomng and Monitoring Division, Oﬁice of Workforce
Development, at (517) 335-5856.

Sincerely,

Vicki Enright, Direc
Office of Workforce evelopment

VE:MC;l
Enclosure
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U, 3, Dopertment of Laver

State ﬂcpenlng of Formula Spending for Program Year 2001 as of 6/30/02 Reports (ss of M:uvz)
MA Youth, Adults and Dislocated Workers Programs Combined

) F—Fen T W] Tow Toul Avalsbi
Carry<dn L Abatment ant PY 2001 | Al |
Stata To Y 2001 e ™M 10101 Availad|
Total $2,974120677 |  $1.746,505,000 1  $4.771,133,050 $3.428,838.650 $5,653,780,327
v 454,062 4,410,968 2,802,784 1021782 7.476.704
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Minnasota 8287154 18.048.087 12,048,703 27,896,760 34,1804
Maine 3428308 $.358.201 4917584 . 10,172.788 13,801,181
deut 821379 13.231.047 9.987.574 23219421 31433190 |
idaho 5,708,702 6268429 301488 1164091 17358821
sachusett 9.944.32¢ 23,401,009 ] 788 . 41,910, 81,856,311 |
Montans 3.310,000 7.418.084 7,888,331 15100418 18.410.424
Delaware 1,734.32¢ 4,682,074 3.231.925 - 7.8 9,649.220
North Doheta 1,839,100 4380813 2620479 5569482 882050 ]
Misne) 20,840,418 W4T 37.512.782 38428 _59.268.900 |
Orage T XTI Y Y 29295770 i 2]
vl 7 387 572 mrries| _eoresoes] 133535388
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Texas 106,864,243 199,023 801 107,383,088 246.407.708
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conel 10,973,440 16,084,824 15,168,836 31283 42,177,308 |
Dlawict of Co 7,788,297 7842718 8,598.8% 16,441,008 - 24,227906
Riwda lelgnd 3208475 4 g_cg,)! 8,862,111 11,048,306
[Man 21,181,329 213153 20,047 402 42362018 83,544 148
[Arie 18,718,797 25551787 20,228,764 __45.780.881 64,499,358
Novads 5.34 350 6.559,107 19,484 1379742 |
{Okisho 14.408.584 14358207 11,208,348 | 25854880 38,9811
> 37230432 20985430 | 200455979 588,310,299 05,549,731
naylvents [ -} 100, . 40901744 104.014,% (! T84
- oy 30.§14.950 1771072 36.024.92 - 76,201,988 [X1]
Uaah B FRARAL) 5,300,288 4210508 10,171,208 12,000 010
ooy 18.164,978 8425117 2.300.000 16.824.21 32900104
S owh Dakey [ 2assoe] - qacenl 2631400 103731
" U478 3 19202860 r1.3%.171
26,045,383 28,207,961 [4312 49,711.078 75,786.47%

. 12.095.418 10878427 95827.058 __20.505 488 22600903
2884305 7349381 - 10,480
20735770 47.600914
027,440 158418 10,100.52¢

§789.4m1 12,050,045 17,604
sATSm2] - 1a0m00ss| - 20.518
17,635,180 40,448,131 | 181
11,947,633 26,823,831 o,
17,474,400 36,681 1,900,
8508 56043618 127,008,301
30,848.408 L SADToT2 Y
s agsemal 1wz
7% 50,000,142
4 481, 52311 |

1,054.775,688 |  1.655.004,904 3;200,000,834 498137 882
199, 31380341 ©  7.334.580 11,013,547
4,148,487 9.413.70) | 18.229.1
- 18919478 21,820,498 |
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™ naluses $177.5 milkon nescission for Diskoceiad Workers Achviies and 525 milion Suppterenial for Yauh Actvikes e ihe Sunilemenat Approgristons A, 2001, P.L. 10720, 1724,
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