Workforce Investment Field Instruction (WIFI), No.
 02-07  
DATE:

October 17, 2007

TO:


Maryland Workforce Investment Act (WIA) Grant Recipients

SUBJECT:
Updated Fiscal Policies:

A. Transfers Between Adult and Dislocated Worker Funds
B. Recapture of Funds

C. Youth Expenditures

D. Local Single Audit 

REFERENCES:
See attached policies

BACKGROUND

INFORMATION:
See attached policies

ACTION TO 

BE TAKEN:
WIA local areas should incorporate the attached requirements and guidelines into their fiscal procedures.

CONTACT 

PERSON:
Laura Ferguson, DWD Director of Administration


410-767-2038

EFFECTIVE DATE:
Immediately

Andrew Moser

Assistant Secretary

Division of Workforce Development

attachment A

STATE OF MARYLAND

Department of Labor, Licensing and Regulation

Division of Workforce Development

Workforce Investment Act

Transfer Policy
I. Introduction

References:
WIA Section 189(i)(4)(B), 20 CFR 661.420(c) and 20 CFR661.420(e) 


WIFI Number 05-05


WIFI Number 05-05 Change 1

Under current law, Local Workforce Investment Areas may transfer up to thirty percent (30%) of local allocations between WIA Adult and WIA Dislocated Worker programs. 

In the past, these transfers were considered funding stream transfers and were processed as a grant modification. To request a transfer, the Local Workforce Investment Areas submitted a modification narrative and modification signature sheets to DLLR.

DOL-ETA has changed the State fiscal reporting procedures and requirements. Transfers are no longer reported as funding stream transfers, but rather as expenditures that are applied to a different funding stream. Therefore it is no longer necessary to transfer funding via a grant modification. 

The State of Maryland previously requested a waiver to allow additional flexibility in transferring funds. This request is consistent with one of the improvements that the Administration is seeking through WIA Reauthorization.  DOL approved this waiver request to be effective July 1, 2005 for PY’05 funds. The waiver was effective through June 30, 2007. DLLR later extended the transfer authority to include PY 06 funds.

The Waiver has ended June 30, 2007. DLLR plans to request an extension of the waiver for the current year.


II.
Transfer Procedures


Transfers may only be made between Adult and Dislocated Worker expenditures from the same program year. Requests for the transfer of expenditures must be submitted to DLLR in writing. A justification for the transfer must be included in the request. DLLR will respond to the request in writing.

Requests must be sent to:

Dorothee Norton

Budget and Fiscal Manager

DLLR, DWD Office of Administration

1100 North Eutaw Street, Room 209

Baltimore, MD 21201

III. Timelines
Requests to transfer PY 06 expenditures must be submitted by 03-31-08.  Requests to transfer PY 07 expenditures must be submitted by 03-31-09.  

IV.
Amount of Transfer
Transfers of PY 07 expenditures can not exceed thirty percent (30%) of the local allocations.

Previous transfers for PY 06 exceeding thirty percent (approved under the expired waiver) remain unchanged. However, in this case the Local Workforce Investment Area can not request additional transfers for the PY 06 grants. 

attachment B

STATE OF MARYLAND

Department of Labor, Licensing and Regulation

Division of Workforce Development

Workforce Investment Act

Recapture Policy
I. References



WIA Regulations 667.107 (b), 667.160(a)(b)(e), 
WIFI No. 3-00, WIFI No. 3-00 Change 1, WIFI No. 3-00 Change 3

II. Introduction
WIA rules and regulations give the State (DLLR) two opportunities to recapture and reallocate formula funds. DLLR may recapture and reallocate program funds at the end of the first program year based on obligations. DLLR must recapture WIA funds at the end of the second program year based on expenditures.
 



III. Recapture Policy
A. End of First Program Year

WIA rules and regulations authorize the recapture and reallocation of funds in year one of a program period based on obligations.   Each local Workforce Investment Area must obligate at least eighty percent (80%) of its funds in year one of a program period.  All unobligated funds in excess of twenty percent (20%) are subject to recapture and reallocation. 

However, if the State is not subject to recapture by the Department of Labor, the eighty percent (80%) obligation requirement will not be enforced at the local level.

B. End of Second Program Year

DLLR, in accordance with WIA requirements, will recapture WIA funds at the end of the second program year.  All WIA funds that have not been expended at the end of the second program year will be recaptured.  
attachment C

STATE OF MARYLAND

Department of Labor, Licensing and Regulation

Division of Workforce Development

Workforce Investment Act

Youth Expenditure Policy
I. References

WIA Regulations 664.320(a)

WIFI No. 3-00, WIFI No. 3-00 Change 1, WIFI No. 3-00 Change 3

II. Youth Expenditure Policy

WIA rules and regulations state that thirty percent (30%) of each WIAs youth program funds must be expended on out-of-school youth.

DLLR will review each local area’s out-of-school youth percentages quarterly to ensure compliance with the thirty percent (30%) requirement.  Any area having difficulty meeting this requirement will be given technical assistance by DLLR. 

If, after receiving technical assistance, a local area’s percentages do not improve, DLLR will contact the local Workforce Investment Board.

If a local area fails to meet the out-of-school youth requirement by the end of the grant period, upon verification of its expenditures, unexpended out-of-school youth funds will be recaptured by DLLR.

Section 664.320(a) of the WIA federal regulations states that the thirty percent (30%) requirement applies only to WIA Youth program funds.

attachment D
STATE OF MARYLAND

Department of Labor, Licensing and Regulation

Division of Workforce Development

Workforce Investment Act

Audit Policy

I.
Introduction

Section 667.200 of the Workforce Investment Act regulations describes the audit requirements that apply to entities operating the Workforce Investment Act program. The regulation stipulates that all governmental and non-profit organizations administering WIA funds are required to follow the audit requirements of OMB Circular A-133.  The audit requirements are also imposed at 29 CFR 97.26 for governmental organizations, at 29 CFR 95.26 for non-profit organizations, and at 29 CFR 96.32 for commercial organizations.  Operating entities for the WIA program are required to have an annual financial and compliance audit (single audit) if they spend more than $500,000 in a year. Audit reports are to be submitted within 30 days after the audit is completed, or no later than 9 months after the end of the audit period.  Furthermore, operating entities that receive WIA funds and award a portion of these funds to subrecipients must ensure that each subrecipient complies with the audit requirements at OMB Circular A-133.

II.
Audit Requirements

OMB Circular A-133 requires that recipients of Federal funds that expend $500,000 or more in Federal awards have a single audit for that year. Recipients that expend less than $500,000 a year in Federal awards are exempt from Federal audit requirements for that year.  However, their records must be available for review or audit by the State of Maryland / DLLR, or by the appropriate Federal agencies.

A pass- through entity may charge to Federal awards the cost of a limited scope audit to monitor its subrecipients, provided the subrecipient does not have a single audit.  As required by this circular, limited scope audits only include agreed-upon procedures conducted in accordance with AICPA’s generally accepted auditing standards that are paid for and arranged by a pass-through entity.  A limited scope audit would address only one or more of the following types of compliance requirements: activities allowed or unallowed; allowable costs/cost principles; eligibility; matching; level of effort; earmarking; and reporting.

III.
Subrecipient and Vendor Determinations

Recipients and subrecipients expending more than $500,000 a year in Federal funds are required to have a single audit. However vendors are not required to have a single audit regardless of their funding level. The payments received for goods or services provided as a vendor would not be considered Federal awards.

A subrecipient is a legal entity to which a subaward is made and which is accountable to the recipient for the use of the funds provided.  Characteristics of a subrecipient are:

a.
Determines who is eligible to receive what Federal financial assistance;

b.
Has its performance measured against whether the objectives of the

Federal program are met;

c.
Has responsibility for programmatic decision making;

d.
Has responsibility for adherence to applicable Federal program

compliance requirements; and

e.
Uses the Federal funds to carry out a program of the organization as

compared to providing goods or services for a program of the pass-through entity.

A vendor is a dealer, distributor, merchant, or other seller providing goods or services that are required for the conduct of a Federal program.  Characteristics of a vendor are:

a.
Provides the goods and services within normal business operations;

b.
Provides similar goods or services to many different purchasers;

c.
Operates in a competitive environment;

d.
Is not subject to the compliance requirements of the Federal program.

In most cases, the auditee’s compliance responsibility for vendors is only to ensure that the procurement, receipt, and payment for goods and services comply with laws, regulations, and the provisions of contracts or grant agreements.

IV.
Reporting Package Submission

The audit should be completed and the reporting package should be submitted within the earlier of 30 days after receipt of the auditor’s report, or nine months after the end of the audit period. If the grantee is not able to adhere to the audit deadline an extension must be requested before the audit due date from the Office of Inspector General.  The request must be submitted in writing to:

Ms. Zaunder Saucer


Asst. Director Office of National Audit and Evaluation


U.S. Department of Labor


Office of Inspector General


200 Constitution Avenue, NW


Room N 4633


Washington, D.C. 20210

The request for the extension must include the reason for the extension and the date the audit is expected to be completed.  A copy of the extension request and extension approval letter should be submitted to the Federal Clearinghouse and to the State of Maryland / DLLR.

The audit report should include the financial statements and schedule of Federal expenditures, the auditor’s required reports, a schedule of findings and questioned costs, the summary of prior findings, the corrective action plan, and the data collection form.  The corrective action plan must include the name of the person responsible for the corrective action, the planned action, and an anticipated completion date.  If the auditee disagrees with the audit finding an explanation and specific reasons must be included in the plan.  

The auditor’s report may be in the form of either combined or separate reports, and should include an opinion as to whether the financial statements are presented fairly in all material respects in conformity with generally accepted accounting principles. The report must also include an opinion as to whether the schedule of expenditures of Federal awards is presented fairly in all material respects in relation to the financial statements taken as a whole.

The auditor’s report should include a report on internal control related to the financial statements and major programs.  The report should describe the scope of testing of internal control and the results of the tests.

The auditor’s report should include a report on compliance with laws, regulations, and the provisions of contracts or grant agreements, which could have a material effect on the financial statements. This report should also include an opinion as to whether the auditee complied with laws, regulations, and the provisions of contracts or grant agreements, which could have a direct and material effect on each major program.

The entire reporting package must be submitted to the Federal Clearinghouse for acceptance and distribution to all affected Federal agencies.  A copy of the audit report and verification that the reporting package was submitted to the Federal Clearinghouse should be submitted to the State of Maryland / DLLR.

Failure to have the annual single audit completed will adversely affect the grantee’s fiscal integrity review performed during the local board recertification.   

Failure to adhere to the single audit requirement may result in DLLR ceasing to process all requests for financial assistance until the audit is complete.

V.
Audit Resolution

The responsibility for resolving all findings related to WIA programs and funds rests with the awarding agency (the recipient or subrecipient organization that directly provided the funds).  The State of Maryland / DLLR will resolve findings for its grantees. Audit findings, including administrative findings, must be resolved within six months after receipt of the audit report.

DLLR has established specific controls to ensure that resolution takes place within required time frames.  DLLR maintains an audit control log that includes the following:

(
Date of audit

(
Period covered by audit

(

Date received

(
Auditor 

(
Questioned costs (number of findings and amounts)

(
Administrative findings (number of findings)

(
Assigned audit number

(
Date(s) Initial and Final Determination(s) scheduled, issued, and appealed.

DLLR will notify the grantee of its initial determination within 60 days of the receipt of the audit report.

The initial determination is a preliminary decision on whether to allow or disallow questioned costs and resolve any non-monetary (administrative) findings. It offers the auditee/recipient an opportunity for informal resolution.

In most instances a cost will be disallowed if the basis is a clear and unequivocal violation of law and regulations.  Costs incurred must be supported by required source documentation such as time and attendance records, bills and invoices, and cancelled checks.  The auditee/subrecipient’s inability to produce such documentation is in itself supportable grounds for disallowing questioned costs.

The informal resolution period follows the initial determination.  During this phase, the subrecipient has an opportunity to agree to corrective action before the awarding agency initiates sanctions.

The Final Determination should be sent to the auditee/ subrecipient within a reasonable time, but not more than six months after the awarding agency receives the final audit report.  The Final Determination should:

(
Reference the Initial Determination

(
State the awarding agency’s final decision to disallow any costs,

listing each disallowed cost specifically and noting the reasons for

each disallowance.

(
Identify the questioned cost in the audit report that have been allowed and the basis for the allowance.

(
Demand repayment of disallowed costs.


(

Describe debt collection actions and other sanctions that may be imposed if the repayment is not made.


(

Inform the auditee/recipient of its right to appeal.


(

Restate the status of each administrative finding.

When a cost is disallowed in the Final Determination, a debt is created.  However, if the auditee/subrecipient appeals, no further collection action can be taken pending the outcome of the appeal.

The State of Maryland / DLLR’s appeal process is as follows:

· If the grantee decides to appeal the final determination of DLLR, a request for a hearing should be forwarded to the Secretary of DLLR.

· The request should be forwarded within 21 days of the receipt of the final determination letter.

· The request for a hearing shall specifically state those portions of the final determination upon which the review is requested.

· If no timely request for a hearing is made, this determination shall constitute final action and shall not be subject to further review.

VI. Stand-in Costs

WIA regulations allow the use of stand-in costs as a substitute for costs disallowed in an audit.  If an auditee agrees that an auditor’s questioned cost is unallowable and wishes to propose the use of stand-in costs as a substitute, the proposal must be included with the auditee’s comments to the awarding agency.

Stand-in costs are non-Federal costs that may be substituted for certain WIA costs when certain conditions are met.  Stand-in costs must meet the following criteria:

(
To be considered, proposed stand-in cost shall have been allowable

uncharged WIA program costs, included in the scope of the audit and accounted for in the auditee’s financial system.

(
To be accepted, stand-in costs must come from the same appropriation year as the costs that they are proposed to replace, and they must not cause a violation of the administrative or other cost limitations.

PAGE  
- 1 -

