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One-Stop Comprehensive
Financial Management
Technical Assistance Guide

Preface

INTRODUCTION

This Comprehensive Financial Management Technical Assistance Guide (TAG) is designed
to provide operational and financial management guidance for an integrated workforce investment
system operating in a One-Stop environment as required by the Workforce Investment Act (WIA or
“the Act”).

The WIA of 1998 provides the framework for a reformed national workforce investment
system designed to meet the needs of the nation’s employers, job seekers, and those who want to
further their careers. Title | of the legislation is based on the following elements:

e Training and employment programs must be designed and managed at the local level
where the needs of businesses and individuals (customers) are best understood.

¢ Individual customers must be able to conveniently access the employment, education,
training, and information services they need at a single location in their neighborhoods.

¢ Individuals should have choices in deciding which training program best fits their needs
and which organizations will provide that service. They should have control over their
own career development.

e Individuals have a right to information about the success of training providers in
preparing people for jobs. Training providers will provide information on their success
rates.

e Businesses will provide information and leadership and play an active role in ensuring
that the system prepares people for current and future jobs.

A key reform is that the Act establishes a comprehensive network for the delivery of
employment and training services through a system of One-Stop career centers within each Local
Workforce Investment Area (LWIA). Each local area establishes a One-Stop delivery system to
provide both core services and access to other employment and training services funded under the
Act and other Federal programs. There must be at least one comprehensive center within each local
area, which may be supplemented by networks of affiliated sites. Customers benefit from a One-
Stop delivery system with career centers in their neighborhoods where they can access core
employment services and be referred directly to job training, education, or other services.
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As specified in Section 121(b)(1)(B)(i-xii) of the Act and 20 Code of Federal Regulations
(CFR) 662.200 of the implementing regulations, the Federally funded programs that must provide
core services and participate as “partners” in the creation and maintenance of the One-Stop system

are:

(1)

)
(3)
(4)
()
(6)

(7)

(8)

©)

(10)
(11)

(12)

Programs authorized under Title | of WIA, serving

(i) Adults

(i) Dislocated workers

(iii) Youth

(iv) Job Corps

(v) Native Americans

(vi) Migrant and seasonal farm workers

(vii) Veterans (WIA Section 121(b)(1)(B)(i))

Programs authorized under the Wagner-Peyser Act (29 United States Code (U.S.C.)
49 et seq.) (WIA Section 121(b)(1)(B)(ii))

Adult education and literacy activities authorized under Title 11 of WIA (The Adult
Education and Family Literacy Act) (WIA Section 121(b)(1)(B)(iii))

Programs authorized under Parts A and B of Title | of the Rehabilitation Act
(29 U.S.C. 720 et seq.) (WIA Section 121(b)(1)(B)(iv))

Welfare-to-Work (WtW) programs authorized under Section 403(a)(5) of the Social
Security Act (42 U.S.C. 603(a)(5) et seq.) (WIA Section 121(b)(1)(B)(V))

Senior community service employment activities authorized under Title V of the
Older Americans Act of 1965 (42 U.S.C. 3056 et seq.) (WIA Section
121(b)(1)(B)(vi))

Post-secondary vocational education activities under the Carl D. Perkins VVocational
and Applied Technology Education Act (20 U.S.C. 2301 et seq.) (WIA Section
121(b)(1)(B)(vii))

Trade Adjustment Assistance and North American Free Trade Agreement (NAFTA)
Transitional Adjustment Assistance activities authorized under Chapter 2 of Title Il of
the Trade Act of 1974 (19 U.S.C. 2271 et seq.) (WIA Section 121(b)(1)(B)(viii))
Activities authorized under Chapter 41 of Title 38, U.S.C. (local veterans’
employment representatives and disabled veterans’ outreach programs) (WIA Section
121(b)(1)(B)(ix))

Employment and training activities carried out under the Community Services Block
Grant (42 U.S.C. 9901 et seq.) (WIA Section 121(b)(1)(B)(x))

Employment and training activities carried out by the Department of Housing and
Urban Development (WIA Section 121(b)(1)(B)(xi))

Programs authorized under State unemployment compensation laws (in accordance
with applicable Federal law) (WIA Section 121(b)(1)(B)(xii)).

Within each local One-Stop center, the programs may be administered by State or local
governmental agencies, nonprofit organizations, post-secondary educational institutions such as
community colleges, and for-profit organizations. Each One-Stop environment is unique, dependent
upon the needs of the local community. The types of partners may also vary by One-Stop center.
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This TAG has been developed to provide the One-Stop system with appropriate guidance on
the administrative and financial management requirements applicable to the required Employment
and Training Administration (ETA)-funded partner programs. Additionally, the TAG provides
operational guidance for all partner programs on implementing the uniform policy on Cost
Allocation and Resource Sharing contained in the Federal Register notice titled “Resource Sharing
for Workforce Investment Act One-Stop Centers: Methodologies for Paying or Funding Each
Partner Program’s Fair Share of Allocable One-Stop Costs.” (66 Fed. Reg. 29638, May 31, 2001)

BACKGROUND
Why the TAG Was Developed

The Act, the regulations, and the Office of Management and Budget (OMB) circulars contain
specific provisions that guide the planning, design, operation, documentation, and assessment of a
sound financial management system. This TAG amplifies the Act and the accompanying
regulations, clarifies expectations, addresses issues commonly occurring in the field, identifies
operational problems and possible solutions, models promising practices, and provides suggestions
and techniques to ensure compliance. It is intended to help those responsible for financial
management in effectively carrying out their responsibilities.

How the TAG Was Developed

Financial management under government grants is a highly technical and specialized field.
In January of 1995, ETA published and disseminated the JTPA Financial Management Technical
Assistance Guide to support the implementation of Job Training Partnership Act (JTPA) programs.
JTPA was the predecessor program to the WIA, and this TAG draws heavily on the approach that
was used in developing the JTPA TAG. In June of 1999, for use by WtW grantees, the ETA
published the Welfare-to-Work Financial Management Technical Assistance Guide, based on the
required application of the OMB circulars. With the implementation of the WIA, ETA believes that
a Comprehensive Financial Management TAG would be beneficial to a wider audience and would
provide assistance in the development of the required financial systems of the One-Stop career
centers. Part | of this TAG is designed to provide guidance on cost allocation and resource sharing
issues that have arisen with the implementation of WIA. This part has been reviewed by the Federal
partner agencies specified in WIA and by the OMB. With this part, ETA has sought to incorporate
lessons from the implementation of WIA thus far. The guidance is drawn from the Federal Register
notice dated May 31, 2001, containing the uniform Federal policy on cost allocation and resource
sharing for One-Stop career centers. Part Il of the TAG is designed to provide guidance on the
financial and grant management requirements for the ETA programs that are required partners in the
One-Stop system. This Part is modeled on both the JTPA and WtW TAGs and is based on the OMB
circulars applicable to all ETA grant programs.
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INTENDED AUDIENCE FOR THE GUIDE

The Comprehensive Financial Management TAG targets State, local, and other grant staff
responsible for ensuring that the One-Stop system programs not only provide the necessary program
services but also are properly managed and fiscally sound. While financial management personnel
may be the primary and most frequent users of this TAG, program administrators and staff are also
part of the intended audience. Any individual within the WIA or required partner system who is
responsible for some aspect of financial management, fiscal accountability, program accounting, or
program management, or who is new to the program, is likely to need and use this resource.

HOW THE TAG IS ORGANIZED
This Comprehensive Financial Management TAG is organized as follows:

Part | provides additional guidance for implementing the cost allocation and resource sharing policy
contained in the Federal Register notice dated May 31, 2001. Part I consists of six chapters that
describe the methodologies for cost allocation and resource sharing within the One-Stop
environment. The specific chapters and their contents are described in the Introduction to Part I.

Part Il provides the financial and administrative requirements applicable to ETA-funded
employment and training programs functioning as required partners in the One-Stop system. Part |1
consists of
15 chapters that describe financial requirements such as fund distribution, financial systems,
allowable costs, cost allocation, program income, and grant management requirements such as
reporting, property management, procurement, and audit.

Appendices. Appendices A through E provide additional resources for the user, including a
reference for administrative requirements, a listing of applicable regulations and OMB circulars,
Internet resources, a comprehensive glossary with acronyms, and subrecipient/vendor distinctions.

All three parts of the TAG have separate introductions that identify the chapters and/or
highlight the information to be specifically addressed within the relevant part.

HOW TO USE THE TAG

Readers are advised to use the TAG as a reference and technical assistance tool to ensure
sound financial management and consistency in program and fiscal accountability. Users may want
to familiarize themselves with each part of the TAG as applicable to their programs in order to
understand what it contains and where information may be found.

Once again, users are cautioned that this TAG is for guidance in implementing the

requirements of the WIA and the ETA-funded programs that are required partners in the One-Stop
system. It does not replace or supplant the Act or the regulations.
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CAUTIONS

Special care has been taken to differentiate for the reader what the WIA and other ETA-
funded grant programs require, what the regulations require, and what is simply good advice based
on experience and sound judgment. Wherever the TAG is quoting the Act or the program
regulations, citations are provided immediately following the reference.

The TAG contains a comprehensive glossary in Appendix D. Within the regulations,
legislation, and circulars, there may be more than one definition of a single term. To the extent
possible, this TAG uses the more extensive definition or the definition found in the legislation. In
addition, there are terms that may have similar definitions but may be named differently, i.e., grant
and award. If, in any instance, the definitions or their use in this TAG appear to conflict with the
Act or Federal regulations, the conflict must be resolved in favor of the Act and the regulations,
which take ultimate precedence.

Itis impossible to anticipate every eventuality that might occur in administering the various
programs. The examples are provided to support explanations in the TAG but are sufficiently
generic to assist decision-makers in a variety of circumstances. Still, at best, these examples are
merely illustrations of a principle or a method of approaching a particular legislative or regulatory
provision. The TAG has been written to assist the One-Stop system and the partner organizations in
complying with the cost-sharing provisions of the Act and the regulations, and to provide
operational guidance to ETA-funded programs on the financial and grant management aspects of
their grants.

ACKNOWLEDGMENTS

This TAG was produced by DTI Associates, Inc., under the terms of Contract Number
F-6829-8-00-80-30 with the Employment and Training Administration. The principal author of the
TAG is Judi Fisher.

Ed Donahue, Chief of the Division of Financial and Grants Management Policy and Review
within the ETA’s Office of Grants and Contract Management, was instrumental in reviewing drafts
and provided innumerable helpful suggestions. Amy Knight, also of the Division of Financial and
Grants Management Policy and Review, reviewed drafts and provided critical clarifying editorial
comments.
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from the Departments of Education and Health and Human Services reviewed Part | of the TAG, and
their input is appreciated.
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PART |

ONE-STOP FINANCIAL MANAGEMENT

INTRODUCTION

Part | of the One-Stop Comprehensive Financial Management Technical Assistance Guide
(TAG) provides guidance for the required partner programs on implementing the Federal Register
notice on cost allocation and resource sharing titled “Resource Sharing for Workforce Investment
Act One-Stop Centers: Methodologies for Paying or Funding Each Partner Program’s Fair Share of
Allocable One-Stop Costs” published at 66 Fed. Reg. 29638 (May 31, 2001). The Workforce
Investment Act (WIA or “the Act”) requires each local workforce area to establish a One-Stop
system for the provision of certain core services as specified in the legislation. The Act further
requires that entities responsible for the operation of additional Federal funding source programs
such as educational, human resource, and other workforce investment programs participate as
partners in the operation of the One-Stop career centers, thereby creating a seamless delivery system.
Within the One-Stop environment, the required partners are the recipients and subrecipients
providing services through the following programs:

1) Programs authorized under Title | of WIA, serving

() Adults
(it) Dislocated workers
(iii) Youth

(iv) Job Corps
(v) Native Americans
(vi) Migrant and seasonal farm workers
(vii) Veterans

(2) Programs authorized under the Wagner-Peyser Act

3 Adult education and literacy activities authorized under Title Il of WIA (The Adult
Education and Family Literacy Act)

4) Programs authorized under Parts A and B of Title | of the Rehabilitation Act

(5) Welfare-to-Work (WtW) programs authorized under Section 403(a)(5) of the Social
Security Act

(6) Senior community service employment activities authorized under Title V of the
Older Americans Act of 1965

(7) Post-secondary vocational education activities under the Carl D. Perkins VVocational
and Applied Technology Education Act

(8) Trade Adjustment Assistance and North American Free Trade Agreement (NAFTA)
Transitional Adjustment Assistance activities authorized under Chapter 2 of Title 11
of the Trade Act of 1974
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9) Activities authorized under Chapter 41 of Title 38, United States Code (local
veterans’ employment representatives and disabled veterans’ outreach programs)

(10) Employment and training activities carried out under the Community Services Block
Grant

(11) Employment and training activities carried out by the Department of Housing and
Urban Development

(12) Programs authorized under State unemployment compensation laws.

The WIA regulations further stipulate that the required partner programs are to provide funds
for the creation and maintenance of the One-Stop system. [20 Code of Federal Regulations (CFR)
662.230(b)] The funding arrangements are then incorporated into the Memorandum of
Understanding (MOU). The Act s clear that the One-Stop system is to serve as the primary vehicle
for the provision of employment and training services, regardless of funding sources, within a local
area. As aresult of the WIA mandate that several employment and training programs funded under
a number of different laws by various Federal agencies collaborate and work together as One-Stop
partners, the Office of Management and Budget (OMB) directed that the Department of Labor
(DOL) take the lead in developing a uniform policy on acceptable methodologies for cost allocation
and resource sharing in the WIA One-Stop environment. This uniform policy is contained in the
Federal Register notice dated May 31, 2001, on cost allocation and resource sharing. The policy
was developed in cooperation with the Departments of Education and Health and Human Services,
as well as the DOL’s Office of Cost Determination and Office of the Inspector General. In
developing this policy, the Federal agencies addressed an underlying problem of the One-Stop
system: how to assure the appropriate accumulation of cost information and payment for these
shared costs in a single location. The concepts embodied in the policy are distinct. Cost allocation
is addressed in the OMB circulars and is based on the premise that Federal programs will bear their
equitable proportion of shared costs based on the benefit received by that program. Resource
sharing is the methodology through which One-Stop partners will pay for, or fund, their equitable or
fair share of the costs. The Federal Register notice contains an explanation of both concepts and
acceptable methodologies for both cost allocation and resource sharing within the One-Stop
environment.

There are references to the various One-Stop models—Full Integration, Co-Location with
Coordinated Delivery of Services, and Electronic Data Sharing—throughout the TAG. The
guidance in the TAG was designed and developed to provide program administrators and
practitioners with the tools to assist them to more fully develop the One-Stop operations within their
jurisdictions and move toward development of the Full Integration model. Notwithstanding ETA’s
desire to fully develop One-Stop operations and provide cohesive and comprehensive services
within the One-Stop setting, the TAG also provides guidance, ideas, and tools that may be used by
all One-Stop partners regardless of the program design, including the Co-Location model or any
combination of models.

The guidance in this section of the TAG is presented as a series of sequential steps to be
undertaken by the One-Stop partners to fully develop the shared funding. Each of the first five
chapters presents a separate step, culminating with the development of the Resource Sharing
Agreement (RSA). The RSA is the funding document for the MOU and contains the financial
information on shared One-Stop costs, including the cost allocation methodologies and payment
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mechanisms, which have been developed by the partners within the One-Stop system or center.
Each of the chapters is described more fully later in this introduction. Attachment I-Intro-1 is a
schematic presentation of the five steps.

This section of the Comprehensive Financial Management TAG addresses the policy
contained in the aforementioned Federal Register notice. Part | of the TAG has been developed
with the input and comments from those Federal agencies involved in the development of the
Federal Register notice in order to provide operational guidance and examples that implement this
uniform policy for cost allocation and resource sharing within the One-Stop delivery system.

INTENDED AUDIENCE

This section of the TAG is designed for use by all required partners in the One-Stop to aid
them in identifying the shared costs of a One-Stop center and in developing appropriate
methodologies for cost allocation and resource sharing. While the TAG targets financial
management staff, this section of the TAG may also be appropriate for program managers, One-Stop
operational staff, Local Workforce Investment Boards (LWIBSs), and other Federal agency staff with
the responsibility for developing the One-Stop system within their local jurisdictions.

HOW PART | IS ORGANIZED

This Introduction describes the One-Stop required partners, partner responsibilities for costs,
and the Federal Register notice that is the basis of this part. This chapter also provides the user an
overview of Part | and cautions for use of the guide.

Chapters I-1 through 1-6 describe the methodologies for cost allocation and resource sharing
within the One-Stop environment. An overview of what is contained in each chapter is given in the
following paragraphs.

Chapter I-1, Identification of Shared Costs, describes the types of costs that might be
considered as shared costs within the individual One-Stop centers and discusses the impact of One-
Stop participant flow and service design on shared costs. It provides an overview of the different
types of One-Stops (i.e., fully integrated, co-located) and their impact on shared costs, including
electronic data sharing and technology costs. There are also discussions of what to do when partners
cannot agree on costs, and of allowable and unallowable costs as they relate to partner organizations.

Chapter 1-2, Shared Costs Budgets, describes the process used to develop a standard budget
format for shared costs, including the exclusion of direct program costs of each partner program and
the manner in which the shared budget relates to the partner agencies’ budgets. The chapter includes
sample templates for budget development.

Chapter 1-3, Proportionate Share and Cost Allocation, discusses determination of a

proportionate share for each/all partner(s) and methodologies for determining relative benefit
received by the partner programs. The chapter also describes cost allocation requirements as found
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in the OMB circulars, focusing on the shared costs of the One-Stop. It contains a discussion of the
different methodologies for cost allocation and determining the proportionate share attributable to
each partner, the cost allocation agreement, data sharing, and reconciliation of actual costs, including
adjustments to the resources to be contributed by each partner as may be required. A discussion is
also included of costs benefiting a nonparticipating partner organization and shared costs that are
unallowable to one/multiple partner’s program when there is a direct benefit to the partner.

Chapter I-4, Resource Sharing, describes the various methodologies that might be used to
pay for the shared costs. The chapter contains a discussion of different types of resources (i.e.,
goods, services, cash, or in-kind contributions) that each partner might use to fund its proportionate
share of the costs, methods that might be used when partner organizations are unable to provide full
funding of their proportionate share, and the use of cash contributions to fully fund proportionate
shared costs, as well as a discussion of required adjustments based on actual costs.

Chapter I-5, Resource Sharing Agreements, discusses the elements of the RSA, dispute
resolution, data sharing and privacy considerations, modification processes, and the audit
responsibilities related to RSAs. Italso discusses the relationship of the RSA to the MOU, including
modification, and the cost items required by legislation and regulations.

Chapter I-6, Case Studies, contains four case studies designed to illustrate in practical terms
the concepts contained in Part I. The case studies reflect a number of different types of One-Stop
models and resolution of problems encountered in the processes.

CAUTIONS

The information provided in Part | of the TAG is intended to aid One-Stop partner agencies
in developing funding mechanisms for the One-Stop shared costs. It is not intended to supplant or
replace regulations and requirements contained in applicable OMB circulars but to provide practical
examples and clarification of the uniform policy contained in the Federal Register notice on cost
allocation and resource sharing. Wherever the TAG is quoting the Act or the regulations, citations
are provided immediately following the reference.

Partner agencies utilizing the information in this TAG to develop the MOU and RSAs are
urged to provide their independent auditors with adequate information about the processes they have
followed to develop an RSA. Costs incurred in support of the One-Stop operation must be available
for an audit in accordance with the requirements of OMB Circular A-133.

Appendices A through E provide additional resources for the user. Appendix D contains a
comprehensive glossary. Within the regulations, legislation, and OMB circulars, there may be more
than one definition of a single term. When possible, this TAG uses the more extensive definition or
the definition found in the legislation. In addition, some terms may have similar definitions that may
be named differently, i.e., grant and award. If in any instance the definitions or their use in this TAG
appear to conflict with the Act or Federal regulations applicable to each ETA-funded program, such
conflict must be resolved in favor of the Act and the regulations, which take ultimate precedence.
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Chapter I-1

ldentification of Shared Costs

INTRODUCTION

Part | of the TAG is designed to provide operational guidance on the cost allocation and
resource sharing requirements of the WIA. The first step in the process is identification of the
shared costs. This chapter discusses the types of One-Stop service delivery designs, the types of
costs that might be considered as shared costs, the impact of program design on identification of
costs, allowable costs, and partner restrictions. The chapter also contains sample lists of costs
and the following sections:

One-Stop System Design

Identification of Shared Costs

Uses of Shared Costs

Allowable Cost Considerations

Attachment I-1-1—Identifying the Shared Costs Process Flow
Attachment I-1-2—Sample List of Shared Costs.

ONE-STOP SYSTEM DESIGN

The One-Stop system described in the WIA and the implementing regulations requires
the collaboration of a number of Federally funded workforce development activities. The Act
and the regulations further stipulate that the required partners in One-Stop activities share in the
costs of the system. The shared costs of the One-Stop center or system are those costs that
benefit multiple partners. In order to comply with these requirements, WIA One-Stop operators
and their partners must first identify what the shared costs of the local One-Stop are, how they
are defined and dollar values attached, and subsequently, how those costs will be funded. The
design of the local One-Stop system, including the number of physical centers, the access to and
flow of services, and the types of services to be provided, will have a major impact on the types
of shared costs. It is important to note that, because the WIA One-Stop program is intended to
achieve maximum local programming flexibility to meet the needs of each area’s customers, the
shared costs and resources needed to pay for those costs will vary. The discussion in this TAG is
designed to provide options to all partners as they develop the One-Stop system.

As stated earlier, the design of the local program has a tremendous impact on the costs.

As described in the Federal Register notice dated May 31, 2001, the three basic types of One-
Stop systems are:
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e Co-Location with Coordinated Delivery of Services. Under this model, several or all of
the partners coordinate the delivery of program services and share space. Each program
retains control of its own resources and maintains a separate identity. While the program
services may be coordinated to prevent duplication or overlap, each program pays for its
costs as direct program costs to its own program. The only pooled costs are those shared
jointly with other partner agencies.

e Full Integration. Under this model, all partner programs are coordinated and administered
under one management structure. There is joint delivery of program services. As there is
also full integration of resources, the costs would then be pooled and allocated back to the
partner programs using an appropriate cost allocation methodology.

e Electronic Data Sharing. With this model, there is no co-located staff or shared space; only
program information is provided. On its own, this model will not comply with the
requirements for a full-service One-Stop center. It should be used as a means of
supplementing or augmenting the activities and services available at a full-service One-Stop.

The ETA’s vision of One-Stop systems is the Full Integration model. The model is
customer driven, and the integration of services and management structures will lead to more
efficient and effective delivery of services and will increase available services through cost
savings. The model may be implemented in phases as partners within the One-Stop system
realize the benefits of operating in this manner.

Whatever model is used within a local workforce area, the delivery system impacts on
shared costs. For example, in the Co-Location model shared costs may be limited to facilities
costs, equipment and some operational costs related to the resource center, while in the Full
Integration model, all the costs of the One-Stop, such as facilities, personnel, equipment and
supplies, and services or activities such as career counseling, intake, job development, etc.,
would be pooled and considered to be shared costs. The Full Integration model maximizes the
resources available to serve both employers and job seekers and provides for the truly seamless
delivery of these services.

IDENTIFICATION OF SHARED COSTS

With the exception of costs under the Full Integration model, not all the costs of
operating the One-Stop system will be considered shared costs. Each program will have some
direct program costs for those services provided to customers eligible only for its program. This
section of Chapter I-1 discusses those costs that might be considered as shared depending on the
system design in place at an individual One-Stop center or within a One-Stop system. The more
items of cost are considered as shared costs, the easier it will be for partners to fund those costs
through available resources.

Those partner agencies providing the services through the One-Stop model for their local

area have the responsibility to identify shared costs. For purposes of this TAG and the
discussions on cost allocation and resource sharing, shared costs are defined as those costs of the
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One-Stop center or system that benefit multiple partners and are incurred in support of the
services delivered through a One-Stop. Many of these costs, such as facilities, will be easier to
identify, while others, such as the costs of system development, may be more difficult to both
identify and define.

The first step in identifying the costs is to determine what costs might be included and to
write a preliminary list of the shared costs. Attachment I-1-1 is a schematic showing the tasks in
this process. The list of costs in Attachment I-1-2 provides examples of shared costs in a
preliminary list format. It is important to note that this listing is not all-inclusive but is intended
to provide examples of shared costs.

e Facilities. This includes the costs of rent, maintenance, janitorial services, utilities, tenant
improvements, etc., that would be incurred for co-located or fully integrated One-Stops.

e Telecommunications. This includes the costs of telephone systems, data lines, Internet
access, etc.

e Universal Access. These costs might include the cost of providing information in the
resource center, information on available employer services and on available training
providers, developing the marketing plan, labor market information, and the costs of
America’s Career Kit (Career One-Stop as of September 2002), America’s Job Bank,
electronic job search information, etc.

e Common Supplies and Equipment. These costs include the costs of furniture and other
equipment such as computers, fax machines, copiers, etc., as well as those supplies such as
paper, printing of brochures, One-Stop center letterhead, signage, etc., that will be used by
multiple partner agencies (staff resources) or available for use by customers.

e Resource Center. These costs are associated with providing universal access and a common
area for self-directed job search, information on available programs, common workshop
space, computer labs, distance learning facilities, and other types of client resources.

e Common Employer Services. These costs would include the costs of providing specialized
screening for employers, initial interviews to determine qualifications, local employer
roundtables, or other types of employer-specific services.

e Common Program Services Staff. These costs are the salary and benefit costs associated
with the common eligibility determination and intake function performed for multiple
customers. They also include the staffing costs associated with initial reception at the One-
Stop, staffing the resource center, staffing shared core and intensive services, and operational
management of the One-Stop center. These costs are designed to maximize program
activities and services available at the One-Stop center. The following chart displays a
number of programs that have authorized the same or similar common core services. Partner
agencies should use this chart as a beginning point in integrating common core services as a
shared service and cost.
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Based on a review of the legislation and regulations, each of the programs listed in the
table provide core and intensive services (regardless of whether the services are labeled by each
program as core or intensive). Services are listed in the left-hand column. Programs are listed
across the next six columns. A blank indicates only that the specific service is not listed for a
specific program, not that the cost item is unallowable. It may be part of another service.

Examples of Common Services

Services WIA WIA | Wagner | Wet';are Voc
Adult Dis Wkr | Peyser* Rehab
Work

Intake & Eligibility Y Y Universal Y Y Y
Indiv. Employment Plan

Indiv. Development Plan Y Y N N Y Y
Initial Assessment Y Y Y Y
Counseling &

Guidance/Career Y Y Y Y
Counseling**

Support Services Y Y Y Y
Outreach Y Y Y N
Needs-Related Payments Y Y N
Case Management Y Y Y N
Career Counseling Y Y N
Job Search Y Y Y Y Y
Placement Assistance Y Y Y Y Y
Job Retention N Y Y
Follow-Up Services Y Y Y Y
Transportation Y Y Y

* Wagner-Peyser authorizes WIA core and intensive services.
** Career Counseling is not included in Vocational Rehabilitation; however, Counseling and
Guidance is included.

When developing this preliminary list of shared costs, partner agencies should also be
aware of the provisions of Section 134(a)(2)(B) of the WIA. This section states that assisting in
the establishment and operation of the One-Stop delivery system is a required statewide activity.
This provision lists a number of activities that may be funded, including the payment of such
costs as equipment for the resource room or the One-Stop manager. These activities are also
examples of costs that might be considered as shared costs. If the State provides such funding to
the LWIA as an enhancement of the local One-Stop system or as an incentive for participation by
partner agencies, then the costs associated with these activities would not be included in the
shared costs to be allocated to partner agencies. They may also be shown as shared costs that are
funded by non-partner resources. This provision is also discussed in Chapter I-4, Resource
Sharing.
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In identifying the costs of the One-Stop, partner agencies should designate fiscal staff

with a working knowledge of their program funding and operations to work together to identify,
value, and negotiate the shared costs. Once the preliminary list of costs has been identified, a
function and benefit statement should be developed for each cost or group of costs. These
statements provide the documentation to support the allowability and allocability of shared costs
under partner programs.

When defining what comprises the shared costs, grantees and other partner agencies

should consider the following:

Facilities. Defining the costs of facilities will depend on a number of factors. If the building
is owned by one of the partner agencies, the allowable cost standards will dictate how the
requirement for the consistent treatment of costs must be resolved. If the building is leased
by one of the partner agencies, then the portion of the lease attributable to the One-Stop
operation would be considered as the shared cost. Partner agencies must also determine what
the lease/rent payment is in support of and whether the costs include such items as
maintenance, security, and janitorial services. If tenant improvement costs are included, the
length of the agreement, whether the cost should be depreciated and over what period of
time, and whether the improvements comply with regulations on real property and capital
assets must also be considered.

Technology Costs. When defining technology costs, the number of workstations,
networking capabilities, software needs of partner agencies, licensing fees, and hardware
(computers, servers, common printers, scanners) must be considered.

Supplies. When defining shared supplies costs, consideration should be given to such items
as letterhead stationary, unique signage for the One-Stop center, brochures (and the
associated printing costs) describing services available at the One-Stop, and supplies like
copier paper that benefit all co-located staff.

One-Stop Management. The costs of the One-Stop center director would be included as a
shared cost benefiting all co-located partners. If the center director also has program
management responsibilities such as the WIA program, then WIA would bear a greater share
of the cost. Also included in the shared One-Stop management costs would be the staff who
greet the public, staff the resource center, and other common operational staff such as
information technology (IT) professionals responsible for maintaining the computers and
telecommunications.

Integrated Program Staff. If the One-Stop model used in the local area includes integrated
services such as the provision of core services or a common intake and eligibility
determination system, then the costs associated with these programs or services would be
considered shared. Examples of these costs would include salary and benefit costs of staff
performing the services, costs associated with developing a common intake form, the costs of
automating the eligibility determination system, and costs of core services such as job search
assistance or workshops on financial health.
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e Resource Center. Costs associated with setting up and maintaining a resource center will
vary depending upon the size of the resource center and types of activities and services
available to the public within it. Consideration should be given to including the equipment
necessary to provide electronic access to job postings such as the Wagner-Peyser-funded
listings; conference room/classroom furniture and equipment such as liquid crystal display
(LCD) projectors, flip charts, etc.; the costs of subscriptions to newspapers and periodicals;
and reference books or tools such as job search software or computer learning software.
Staffing the resource center could be included in this listing or as separate category. The
shared costs of the resource center would not include such items as information relating to a
single partner program, one-on-one program services provided by a partner agency staff
person, or any other costs that benefit only a single program.

e Electronic Data Sharing. The composition of shared costs associated with electronic data
sharing will also vary based on program design and the physical layout(s) of the chosen One-
Stop model. Consideration should be given to including the costs of necessary hardware and
software to create and maintain electronic data sharing, the costs of Web site development,
including the necessary electronic links to partner programs (whether they are co-located or
not), networking costs such as servers, staff to maintain the electronic system, the
development of common data systems such as intake and eligibility and the training needed
for staff to utilize them, the costs of computer-assisted learning for customers, etc.
Additionally, similar costs will be associated with providing electronic job search or One-
Stop information through a system of computer terminals located within the community such
as at kiosks in a local shopping mall or within government buildings such as a courthouse.

USES OF SHARED COSTS

Using a preliminary list of shared costs, partners should then begin the process of
identifying how the costs are of benefit to each of the partner programs. This is done through the
development of function and benefit statements for each cost item or group of costs. The
function and benefit statement provides each partner with an understanding of how the shared
costs will benefit its particular program. Under some models, not all shared costs will benefit all
partners. For example, within the resource center, costs associated with printed forms and
documents may benefit only a single program. Inclusion of these materials within the resource
center does not mean that the cost must be shared. Often, a partner will not see the benefit to be
derived from participating in some of the shared costs. When a partner or partners refuse to
participate in a shared cost, then they must bear their own direct costs for the activity or function
until the remaining partners demonstrate the benefit of sharing the cost. This issue is also
discussed in Chapter I-3, Proportionate Share and Cost Allocation.

The next important step in the identification of shared costs is developing the dollar value
for costs. It is important that grantees and partner agencies do not develop the actual cost data
through assigning the resources each agency will need to provide to support the One-Stop
system. One problem that has been encountered within the One-Stop system is the tendency of
partners to decide in advance how they will provide resources to fund shared costs, without
taking the first step of defining what those costs should be or how much they are.
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If the One-Stop operator is responsible for incurring operational costs such as rent for co-
located space or payment of the janitorial costs, then these costs will be known. If equipment
has been bought in the recent past by a partner program, then these costs will be known. When
no hard cost information is available, the partner agencies should estimate or use averages (for
example, using fair market value to determine the cost or to develop use allowances) to cost out
the items in question. Once the costs have been estimated, they can be refined through the
budget development and cost allocation processes to follow.

ALLOWABLE COST CONSIDERATIONS

Grantees and partner agencies are required to adhere to the cost principles embodied in
the OMB circulars and reflected in program regulations. Each partner should bear the
responsibility for determining the allowability of shared costs under its own program
requirements. Each partner is also responsible for ensuring that the costs receive consistent
treatment across programs as required by the Federal cost principles. For all Federally funded
required partners, the OMB circulars will apply. Therefore, unless the costs are prohibited under
program legislation, regulations, or the OMB circulars, the shared costs identified in this step
should be allowable for all required partners. If the shared costs relate to the purchase of
equipment, capital improvements, or other services requiring the approval of the awarding
agency, that approval requirement is met by the agency providing the resource. For ETA
formula grantees, that approval authority has been delegated to the Governor. These
requirements are more fully discussed in Chapter I-4, Resource Sharing.

Occasionally, a shared cost is unallowable under the Federal program regulations of a
partner agency. Unless the cost does not benefit the partner with the prohibition, it must be
allocated to all benefiting partners. The partner under whose program the cost is unallowable
would be responsible for identifying a non-Federal source of funds to cover the cost(s). The cost
could not be allocated to only those partners under whose programs the cost is allowable, as this
would signify that they had paid more than their fair share of the cost, in violation of the Federal
cost principles. This concept is discussed again in Chapter 1-3, Proportionate Share and Cost
Allocation.

ATTACHMENTS

There are two attachments to this chapter. Attachment I-1-1 shows the progression of
activities in the task of identifying shared costs. Attachment I-1-2 is a sample list of shared costs
with dollar values and function and benefit statements provided for a few of the costs. The list is
not all-inclusive but is intended to provide grantees and partner agencies with a beginning point
to develop their own lists of shared costs. This list will also be used in Chapter 1-2, Shared Costs
Budgets.
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Attachment I-1-2

Sample List of Shared Costs

Cost Item Yearly Cost Benefit

Facilities Costs

Rent $100,000 Leased space provides central access
to services, thereby benefiting all co-
located partners.

Tenant improvements $25,000 Changes will enhance service
($50,000 total costs) | delivery, provide for universal access
and compliance with the Americans
with Disabilities Act (ADA).
(Length of Agreement) 2 years Improvements spread over life of
agreement.

Building maintenance

Building security

Operations Costs

Telephone costs

Data/communications cost

IT maintenance

Shared equipment

Copier (staff use)

Fax (staff use)

Common supplies

Paper for copier, fax, etc.

Pens, pencils, other supplies

Equipment maintenance

Resource Center

Supplies

Software

Hardware

Printed materials

Other (List Each Cost)

Employer services

Electronic data sharing

Expressed as $$ or
Common Staff (Position) full-time equivalent
(FTE)

Center director

Receptionist

Core services staff
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Chapter I-2

Shared Costs Budgets

INTRODUCTION

This chapter discusses the second step in the process—the development of a shared costs
budget. It includes a discussion of how the shared costs budget will differ from partner agency
budgets, the structure of the budget, and the relationship of the shared costs budget to each
partner agency budget. It also includes budget templates and a sample budget. The chapter
contains the following sections:

Budget Development and Structure

Relationship to Partner Agency Budgets

Modification and Adjustment

Benefits

Attachment I-2-1—Developing a Shared Costs Budget Process Flow
Attachment I-2-2—Sample Budget Format 1

Attachment I-2-3—Sample Budget Format 2.

BUDGET DEVELOPMENT AND STRUCTURE

As part of the process for determining the shared costs and the resources available to fund
the One-Stop operations, the One-Stop operator and partner agencies need to develop a common
budget document that displays the agreed-upon shared costs. A common budget document
gathers the shared costs of the One-Stop center or system into a single document and provides all
partner agencies with a roadmap of the One-Stop costs that they will share in funding. The
budget provides all partners with a standard plan for One-Stop expenditures over time. A
schematic showing the steps in the budget development process is Attachment 1-2-1 to this
chapter.

Any number of budget formats may be used. The key in this step is for the partners to
agree upon a single format that may be used to trace costs to their own agency budget documents
and that reflects only the shared costs identified by the partners. Budget structures vary among
organizations but usually contain listings of proposed costs for operation and services grouped
within either line items or cost pools.

The use of a single standardized budget format helps all partners to develop and present

the costs in a way that is understood by all the partner agencies. Without this standardization, it
is difficult to be sure that the costs are appropriately identified and costed. A standardized set of
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budget forms makes coordinating and compiling the shared financial information much easier
because it gives all partners the same basic pattern for presenting the information, the same set of
questions to answer, and the same detailed instructions for completion. A standard format also
provides partners with an easier method to review and adjust the budgets based on actual
expenditures or to modify the budgets with the addition of new partners or integrated services.

Whatever format is chosen or used by the partners to display the shared costs, the
information required to complete the budget process comes from the list of shared costs
discussed in Chapter I-1, Identification of Shared Costs. The costs would be grouped by
services, cost objects, line items, etc., and projected over the budget period. The information in
the budget will form the basis for determining the proportionate share attributable to each partner
and the cost allocation among the partners, and will indicate the types of resources that will be
needed. The resource sharing step of the process is discussed in Chapter 1-4, Resource Sharing.

Prior to finalizing the shared costs budget, partner agencies should ask the following
questions and make any adjustments to the budget that might be necessary:

e How valid are the assumptions used in calculating the budget figures? Are the assumptions
used consistently across the whole budget? Examples of some assumptions used in
developing the budget would be the number of customers using the center on a monthly
basis, the need for audio-visual equipment, the need for staff to provide common services or
conduct intake and eligibility determinations, maintenance needs, or utility costs based on
weather, etc.

e What supporting information or documentation was used in developing the budget? How
accurate was the information? The partners, as a group, must decide what source of
information will be used to determine the dollar amounts for each shared cost.

e What process was used to develop estimates used in developing the budgets? Are controls in
place to ensure accurate estimates based on supporting documentation rather than estimates
tailor-made to generate a preconceived bottom line?

e How will possible changes in operation, client flow, need for services, etc., influence the
assumptions and calculations used in developing the budget?

e What is the impact of partner agencies coming on board at different times or partner agencies
withdrawing from participation?

e How closely does the overall budget and its specific numbers compare with similar or related
budgets within the same area or organization? Note: This question may not be relevant
during the first year of operation as a One-Stop but will be necessary to ask in subsequent
program years or budget periods.
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RELATIONSHIP TO PARTNER AGENCY BUDGETS

The shared costs budget developed for the individual One-Stop center or for the One-
Stop system as a whole is distinct from the budgets traditionally prepared by an agency. It
provides a roadmap of shared services and costs but is not tied to a revenue source. The
revenues that will be used to fund the budget are, in fact, the resources each agency will provide.
It is critical that the shared costs budget information (cost items and amounts) developed by the
partner agencies can be traced to a partner agency budget, and then to the partner agency books
of account, in order to comply with the OMB circular requirements for cost principles and cost
allocation. Consistency with partner records is not independent, but interdependent. The shared
costs also need to be available for audit under the provisions of OMB Circular A-133.

Partner agencies may wish to code line items or object classes in such a way that the
costs may be traced to each partner’s own agency budget. Partners could develop a code listing
all the budget items within the shared costs budget and cross-reference the items to each partner
agency’s budget items.

Example: The shared costs budget could list salaries of common staff positions
as Classification 1000. The cross-reference list would display the classification
thus:
1000 Salaries

Partner A — 2330

Partner B — 5001

Partner C — 5000

Partner D — 7000

Many of the costs contained in the shared costs budget will require the prior approval of
the granting agency. These items should be designated as prior approval condition items. The
agency initiating the purchase of the item when the actual resources are identified will have the
responsibility for obtaining the appropriate approval from its grantor agency. This requirement
is also addressed in Chapter I-1, Identification of Shared Costs, and Chapter 1-4, Resource
Sharing.

MODIFICATION AND ADJUSTMENT

Once the budget document has been finalized and approved by all the partner agencies, it
will not just sit on a shelf gathering dust. The budget is a dynamic document, subject to change
as programs and service needs change within the One-Stop environment. The One-Stop operator
and partner agencies must also decide what process will be used to modify or adjust the budget
as the need arises during the program year. There are numerous reasons why a budget might
need to be modified. For example, as the One-Stop moves from simple co-location to a model of
fully integrated services, the budget will need to be modified to include the additional shared
costs of providing common services. Also, the budget is usually developed using estimated
dollar values. As the costs become known, and as the One-Stop operation becomes more
refined, the budget will need to be adjusted. The decision on when the budget is to be modified
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remains a local decision of the One-Stop operator and the partner agencies. However, a budget
modification or adjustment does not require a modification to the MOU unless required by the
terms of the MOU. The MOU modification process is spelled out in the MOU and will relate to
the services, relationships, and terms discussed in the MOU. A simple adjustment to the budget
based on actual costs would not alter the relationships or referral mechanisms contained in the
MOU. If, however, the MOU is modified, partner agencies are cautioned that they should
review the shared costs budget, allocation process, and the RSA, and modify them as necessary.
If, for example, an additional partner begins providing services at the One-Stop center, then the
RSA and the MOU would both be modified.

The budget should be reviewed and adjusted on a periodic basis, at least quarterly, by all
the partner agencies. As most Federal grant programs require quarterly financial reporting, it
would be easy to schedule a review and adjustment of the shared costs budget in the month
following the report submission.

Example: The shared costs budget for a One-Stop center indicates a need for an
LCD projector. At the time the projector is acquired, the partner providing the
resource is able to combine the purchase with a similar purchase for its agency
and receives a discount. Thus, the original planned cost is less than estimated.
The budget would be adjusted to reflect this in the quarter following the purchase.

BENEFITS

The development of a shared costs budget is an important planning and managerial tool.
Properly done, it involves a careful review of the One-Stop center’s programs, activities, and
goals and allows judgments to be made about which are relatively more important than others
and what resources to commit to each one. Budgeting is a natural component of the overall One-
Stop planning and management process in at least four ways:

e A budget shows the LWIB and partner agency managers all the work of the One-Stop, places
these programs in relation to one another, and provides a clear illustration of the overall
direction and effort of the One-Stop.

e All of the One-Stop’s projects, commitments, services, and customer flow are reflected
somewhere in the budget. It affords the LWIB and managers a place to start when they want
to combine services or provide a more comprehensive system of services to customers.

e The budget shows all the proposed shared expenditures and thus gives a very clear picture of
the resources needed by the One-Stop center or system during the upcoming budget period.
By consolidating the needs for different types of services, managers may achieve economies
of scale and make use of equipment, training resources, or staff that might otherwise be
underutilized.
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e As the budget is a visual reminder of the shared costs and services of the One-Stop center or
system, it provides a “checklist” that the LWIB and partner agencies can use to ensure they
know and approve of the services being conducted.

The development of a shared costs budget will also make the move to a Full Integration
model easier to accomplish, as partner agencies will be aware of all the costs.

ATTACHMENTS

There are three attachments to this chapter. Attachment 1-2-1 provides the progression of
activities that must be undertaken to develop a shared costs budget. Attachments I-2-2 and
I-2-3 are sample budget formats that might be useful for partner agencies. Each format displays
the required information in a slightly different manner. These formats may be modified as
needed to meet local One-Stop design and management considerations.
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Attachment 1-2-2
Sample Budget Format 1

Date:

One-Stop Name:

Location:
Cost Item Cost Basis Monthly Cost | Yearly Cost
Facilities Costs
Rent Actual $5,000 $60,000

Tenant improvements

(Length of agreement)
Building maintenance
Building security

Operations Costs
Telephone costs
Data/communications cost
IT maintenance

Shared equipment
Equipment maintenance

Resource Center
Supplies
Software
Hardware

Printed materials Estimate n/a — one-time $5000
cost

Other (List Each Cost)

Common Staff (Position)
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For each of the costs listed in the budget, complete the following:

Cost Item

Description of Cost

Partner Benefit

Rent

Rent for leased space of
One-Stop center, includes
all utility costs.

Leased space provides
central access to services,
thereby benefiting all co-
located partners.

Tenant improvements

Telephone costs

Data/communications cost

IT maintenance

Shared equipment

Equipment maintenance

Resource Center

Supplies

Software

Hardware

Printed materials

This cost includes a unique
letterhead designed for the
One-Stop center and two
brochures for distribution to
employers and the general
public.

Identification of a
comprehensive One-Stop
will provide single point of
access for employers and
clients, increasing
performance.
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Chapter 1-3

Proportionate Share and Cost Allocation

INTRODUCTION

This chapter discusses the third step in the process: the determination of proportionate
share and allocation of the shared costs by partner agencies. It includes a discussion of the
various methods that might be used by the One-Stop operator and partner agencies to determine
their proportionate share of the costs. It also includes a discussion of cost allocation
requirements for Federal grants, cost allocation in the One-Stop setting, allocation bases, and
their application to shared costs. The chapter contains discussions on the use of spreadsheets, the
cost allocation plan for shared costs, and includes sample allocation formats. It also contains a
discussion of what steps should be taken when costs benefit non-participating partners or when
the identified shared costs are unallowable to a particular partner. The chapter contains the
following sections:

Determining Proportionate Share

Cost Allocation Requirements

Allocation Methodologies

Allocation Bases

One-Stop Cost Allocation Plans

Additional Considerations

Attachment 1-3-1—Steps in the Cost Allocation Process
Attachment 1-3-2—Shared Costs by Partner
Attachment 1-3-3—Cost Allocation by Item of Cost
Attachment I-3-4—Sample Allocation Table
Attachment 1-3-5—One-Stop Center Shared Costs by Program.

DETERMINING PROPORTIONATE SHARE

The WIA regulations require that each partner contribute a fair share of the operating
costs of a One-Stop system proportionate to the use of the system by customers who are
attributable to the partner’s program. [20 CFR 662.270] While this requirement is intended to
ensure that partners establish standards for whether or not each partner program is required to
share in a particular cost, it does not prescribe the exact methodology to be used to allocate
shared costs nor determine each partner’s proportionate share. In fact, the regulations make it
clear that partner agencies may choose from any number of methods, provided they are
consistent with the OMB circulars. Any method that initially uses estimated numbers, whether
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participants, data elements, space use, or other costs that must use pre-budgeted amounts, must
be adjusted to actual data when it is available.

Determining the proportionate shares attributable to the specific partner programs is the
preliminary phase in the process. In this preliminary stage, the partners review the shared costs
budgets, determine which methodologies are acceptable, and, from the acceptable
methodologies, which method should be applied to the shared costs. In other words, the partners
are selecting the appropriate allocation base for the shared costs.

One simple method that may be employed to determine proportionate share would be
based on participation by eligible customers. Under this method, in its most basic form, the
proportionate share would be determined by comparing the number of individuals either eligible
for or receiving services from a partner to the total number of participants served.

Example: The One-Stop center provides for a common core service of career
counseling for six partner agencies. The costs of the shared service have been
identified within the shared costs budget and pooled for a total dollar amount of
$100,000. The six participating agencies determine the estimated number of
participants attributable to their particular program. The results of this cost
allocation are displayed below:

Proportionate Share

Partner No. of Participants Percent (%) Dollars ($)
1 150 15 15,000
2 100 10 10,000
3 50 5 5,000
4 300 30 30,000
5 200 20 20,000
6 200 20 20,000

Total 1,000 100 100,000

This same method could be applied to the total shared costs to calculate an equitable
share by partner. However, caution should be used when using unweighted participant counts to
the exclusion of other methods. This is because the number of participants does not always, nor
even very often, equate to effort. Using the above example, the amount of time spent on
counseling Partner 1’s clients may be quite different from the amount of time spent counseling
Partner 2’s clients. If this were the case, participant counts would result in a disproportionate
share of the costs being borne by one or more of the partners. Participant counts might be more
useful if used to determine the proportionate share of universal access costs separate from other
types of shared costs such as space or staff effort. Another way to make participant counts more
useful is to weight the counts based on some measurable base such as time or effort.

Another method that might be used to determine the proportionate share of common
services such as intake and eligibility determination would be the use of data elements.
Distributing the costs of a common intake system may result in a considerable savings to the
partner agencies. Rather than each agency spending its resources on eligibility determination, a
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common system, with a single intake form, is developed by the partners. The Federal Register
notice dated May 31, 2001, provides such an example. Even if one partner program chooses not
to participate in the activity, the costs of the shared activity may still be considered shared by the
participating partner programs.

There are a number of methods and bases that might be used to determine proportionate
share. Once the methods have been developed, negotiated, and approved by the partner
agencies, they may be used in cost allocation to distribute the shared costs.

COST ALLOCATION REQUIREMENTS
The costs of the One-Stop may be categorized in one or more of the following ways:

e Direct costs, where the final cost objective is known or a single cost objective or
program benefits

e Shared costs that may be readily allocated to the benefiting cost objectives or partners
through either direct charges or application of a cost allocation methodology

e Indirect costs, incurred for common or joint purposes benefiting more than one cost
objective, but which are not readily identified or assigned to the benefiting cost
objective (and usually recovered through an indirect cost rate).

The cost allocation guidance provided in this chapter relates to the shared costs of the
One-Stop. Direct costs attributable to a single grant program or partner would not be reflected in
the shared costs budget, nor would they need to be allocated. Indirect costs are attributable to an
organization or entity and likewise would not be reflected in the shared costs budget, nor would
they need to be allocated.

The requirements and guidance for cost allocation in Federal grant programs is found in
the OMB circulars containing the cost principles. These are:

OMB Circular A-21 — Institutions of higher education
OMB Circular A-87 — State and local governments
OMB Circular A-122 — Nonprofit organizations

48 CFR Part 31 — Commercial organizations.

Each of the circulars requires that costs be allocated on the basis of benefit received.
Benefit received is usually expressed through the application of a mathematical formula to a cost
item or pool, resulting in the distribution of the cost to a number of final cost objectives. A cost
objective is an activity for which separate cost measurement is performed. A further distinction
is made between intermediate and final cost objectives.

An intermediate cost objective can be a cost pool, center, or area established for the
accumulation of costs and may be assigned within the One-Stop to such dissimilar categories as
functions, objects, or items of expense. Final cost objectives include specific funding sources,
cost categories, grants, program activities, projects, contracts, and/or other activities. The final
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cost objectives discussed in this chapter are the partner programs and organizations that will fund
the shared costs.

Measuring benefit is the critical requirement and central task to be performed in
allocating costs. It is important that the One-Stop partners understand and agree that costs are
allocable to a particular cost objective or program only to the extent of benefits received by that
partner program. Likewise, costs that do not benefit a particular cost objective are not allocable
to and cannot be charged to that cost objective.

For a cost to be allocable to a particular cost objective, it must be treated consistently
with other costs incurred for the same purpose in like circumstances. A cost may not be assigned
to an award as a direct cost if any other cost incurred for the same purpose, in like circumstances,
has been allocated to an award as an indirect cost. Costs identified specifically with awards are
direct costs of the awards and are to be assigned accordingly. Costs identified specifically with
other final cost objectives of the organization are direct costs of those cost objectives and are not
to be assigned to other awards directly or indirectly.

Within the One-Stop system, costs may be aggregated in any manner agreeable to the
partners, provided that the costs are accumulated and treated consistently, as required by the
OMB circulars. Once the cost pools have been determined, the partners must develop and agree
upon allocation methodologies to distribute these costs among the partners.

ALLOCATION METHODOLOGIES

Within the One-Stop system, the costs may be aggregated and allocated using any
methodology agreed upon by the partners and which reflect the best measure of benefit received
by the partner programs. These shared costs may be allocated:

e Inthe aggregate. Using this approach, the shared costs of the One-Stop center or system are
totaled. A single allocation base is chosen by the partners and applied to the total costs. The
resulting distribution constitutes the total shared costs of each partner. For example, all the
shared costs of the One-Stop center are pooled and allocated using a cost per hour of
operation basis. Pooling the costs in the aggregate may also be appropriate for large local
areas such as a Balance of State Workforce Investment Area or a single Local Workforce
Investment Area (LWIA) State where the preponderance of funds comes through one or two
State agencies. For example, a State agency is responsible for administering the LWIA as
well as the local partner programs under Wagner-Peyser, Unemployment Compensation,
Veterans’ Employment programs, Trade Adjustment Act, and WtW programs, and another
State agency has the responsibility for administering both the Education and Rehabilitation
Services programs.

e On an activity basis. Using this approach, the costs associated with a particular function or
activity are pooled. An allocation base is developed for each pool, usually related to the
costs being allocated, and applied. The resulting distribution of costs reflects each partner’s
share of the activity or function. The costs for each function or activity being allocated
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would be added together for the total shared costs by partner. For example, the costs of a
combined intake and eligibility determination system could be pooled and allocated on the
basis of data bytes on common forms attributable to each program, or the costs of common
core services such as career counseling could be pooled and allocated on the basis of a time
distribution system.

e On an item of cost basis. Using this methodology, each item of cost is allocated to the
benefiting partner program using a separate allocation methodology. Examples of this basis
would be building rental costs allocated on a square footage basis or telecommunication costs
allocated on a number of units used basis.

e On acombination basis. Grantees and partners may also allocate costs on a combination of
the above bases by allocating some costs on an activity basis and other shared costs on an
individual item of cost basis.

Whatever methods the One-Stop operator and partner agencies use to allocate the costs,
the methodologies or allocation bases used to distribute the costs among the partner programs
must:

e Result in an equitable distribution of shared costs. In other words, no partner may be
charged more than its fair share of the costs.

e Correspond to the costs being allocated.

e Be efficient to use.

e Be consistently applied over time.

These requirements apply to any costs that are allocated to Federal grant programs, not
just the shared costs of the One-Stop. Thus, these requirements and the following standards
should be familiar to the partner programs sharing the costs. In addition, any methodology that
is used must meet the following standards:

e Be consistent with Generally Accepted Accounting Principles (GAAP), a set of
standards that governs the treatment of costs, revenues, assets, etc., within an
organization’s books of account.

e Be consistent with the applicable OMB circulars and the uniform administrative
requirements. Additional information on these requirements may be found in Chapter
11-8, Cost Allocation and Cost Pooling, of this TAG.

e Be accepted by each partner’s independent auditor to satisfy the audit testing required
under the Single Audit Act (SAA). Each partner bears the responsibility to provide
the cost allocation and resource sharing information to its independent auditor to
ensure acceptance.

e Be supported by actual cost data. As part of the RSA (discussed in more detail in
Chapter 1-5, Resource Sharing Agreements), each partner must provide information
on actual resources used or costs incurred, and these are reconciled with the estimates
used in the preliminary allocations.
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e Be consistent with the overall program design and services approach utilized within
the One-Stop system.

ALLOCATION BASES

Within these requirements, there are a number of methods or allocation bases that may be
used to distribute the shared costs. These methods may be designated as input-based allocation
bases or output-based allocation bases.

Inputs are the resources used in a process, activity, or service and are the most commonly
used allocation bases. Using inputs, the cost is allocated at the same time it is incurred, and the
usage must be documented. Examples of input bases include staff time allocated on the basis of
time sheets and time distribution records, facilities allocated on the basis of square footage,
accounting services allocated on the basis of transactions, and equipment or supplies allocated
based on usage. Chapter 11-8, Cost Allocation and Cost Pooling, contains a list of the most
commonly used input bases and their application.

Outputs are the results of an activity or service. Examples of output allocation bases
include participants eligible for or receiving services under a specific program, number of
customers obtaining employment after self-directed job search, and number of clients receiving a
specific core service. One of the problems associated with output-based allocations is that they
will vary over time, usually based on client flow. For this reason, output-based allocations may
result in major changes in the resources needed to fund the shared costs when the budgets are
adjusted to actual costs and should be used with caution.

Example: The partners agree to have a common job development and placement
activity. The shared costs of the activity, including the salaries, fringe benefits,
support costs, and any participant-related costs are combined for all partners
participating in the provision of the service. The costs could then be allocated
either on the basis of clients served by partner program or on the basis of job
placements attributable to each program. An example of an input-based
allocation base for distributing these costs might be based on the average time
spent on services to a customer that results in a placement.

Another example of an allocation base that may be appropriate for use in allocating some
of the shared costs of a One-Stop center or system is an “equal access” allocation base. Using
this base, access to the services or function being considered as a shared cost is determined by
the partners to be of equal benefit to all participating partners; therefore, the costs are allocated
on an equal share to each participating partner. This base may be suitable for use by the partners
in allocating universal services costs or the costs associated with the display and provision of
information related to the services available within the One-Stop center.

Example: The partners have agreed to aggregate the costs associated with the

resource center in the One-Stop and use a single allocation base to distribute the
costs. The resource center costs include the costs of equipment and supplies such
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as furniture; computer terminals and appropriate software; display racks for
information on employers, jobs, and available services; as well as the personnel
costs associated with staffing the resource center function. In this case, the
partners have further agreed that access to the resource center is of equal benefit
to all participating partners. The total costs of the resource center are then
allocated equally to all participating partners.

OMB Circular A-87, Attachment A, paragraph C.3.c states, “Any cost allocable to a
particular Federal award or cost objective under the principles provided for in this circular may
not be charged to other Federal awards to overcome fund deficiencies, to avoid restrictions
imposed by law or terms of the Federal awards, or for other reasons. However, this does not
preclude governmental units from shifting costs that are allowable under two or more awards in
accordance with existing program agreements...” The language of the circular does not mean
that unrecovered costs of one grant may be unilaterally shifted to another or that costs do not
have to be allocated based on relative benefits derived. The intent is to recognize that some
programs cover or include identical populations meeting the same eligibility requirements and
whose programs allow the same services. For example, Program A eligibility requirements are
the same as those for Program B. When an eligibility determination is completed that satisfies
the requirements of both programs and the participant is determined eligible for both, a portion
of the costs attendant to the eligibility determinations could be allocated to each. If both
programs allowed the reimbursement of transportation costs to seek a job interview, then those
costs could be charged, in their entirety, to either. This can be particularly useful when, for
example, one program places a limitation on the amount of transportation expenses and the other
does not. Once the limitation on benefits has been reached on one program, reimbursement from
the other would begin (assuming eligibility continues in the latter program).

Additional guidance on this concept has been issued by the United States Department of
Health and Human Services, Assistant Secretary for Management and Budget (ASMB). The
guidance is found in ASMB C-10, An Implementation Guide to OMB Circular A-87. Agencies
may charge such costs directly to any of the programs under which they are allowable, in whole
or in part, using an allocation method. Costs that are allowable under more than one program
may be allocated in part to each program using a standard allocation base, in part to each
program using a discretionary amount, or in total to one program. Charging the costs in this
manner may be more appropriate for program services when the clients are enrolled in and
receiving services from multiple partner programs.

There is no single best base to use to allocate shared costs. Each One-Stop is structured
to meet local needs and is therefore unique. The base that is chosen will depend on the type of
cost being allocated, be consistent with program design, and should be directly related to the
allocated costs.

Utilizing the concepts for cost allocation presented in this chapter, the following table

shows examples of shared costs and methods for allocation that may be used by One-Stop
operators and partner agencies.
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Cost Pool Allocation Base

Facilities: Building rent, maintenance Square footage occupied by each partner
costs, utilities, tenant improvements, or any | agency as compared to the total space,
other similar costs related to the physical workstation usage by partners as compared

structure housing the One-Stop center. to total workstations.
Telecommunications: Monthly telephone | Dedicated telephone units as compared to
costs, telephone system equipment, data all units. Equal access to Internet for data
lines, T-1 lines, and other similar costs. Ccosts.

Information Technology: Shared Number of dedicated computers (including
equipment, software, IT maintenance costs, | all necessary equipment) as compared to
Internet access, and other similar costs. total.

Resource Center: Costs of shared Equal access by customers of all partner
equipment, displays, computer learning, programs results in equal costs for each
specialized software for computer learning, | partner. Customers attributable by partner
furniture, copier, fax machine; may also program. Number of customers receiving
include related staff costs. services within the resource center.
Common Intake System: Costs of Use of common data formats and bytes of
developing common intake data formats, information required for each program.
preparation and interview of customers, Use of a time study to determine the

and similar costs. amount of time required for specific

program data compared to the time needed
to complete the process for an individual
customer.

One-Stop Center Management: Costs of | Number of customers eligible for or

the center director, receptionist, staff of the | receiving specific program services. Direct
resource center. costs by partner. Total costs by partner as
compared with total of all partners.

Shared Equipment and Supplies: Staff Usage by staff of each partner program.
copier, fax, associated supplies, furniture. | Occupancy (square footage) basis; numbers
of staff workstations.

Common Core Services: Staff and benefit | Time distribution system (time sheets,
costs, development of common forms for work sampling, time and motion studies);
case management, and similar costs. numbers of clients eligible for specific
program; weighted participation numbers.

It is important to note that each of the possible cost allocation bases listed in the above
table would be acceptable. However, each of the listed bases may result in a somewhat different
dollar amount allocated to each partner when applied to the pool. This may result in one or
another of the partners preferring the use of an allocation base that results in lower shared costs
for their programs. This will no doubt be unacceptable to the other partners whose costs are
higher though the application of the base. The allocation base used to determine proportionate
share must be negotiated and agreed upon by all the partners and must bear a relationship to
actual benefits received by each partner.
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Cost allocations or the results of the application of an allocation methodology to a cost
pool are often displayed through the use of spreadsheets. One reason to use the spreadsheets is
that, once the data has been entered, it is easy to modify the projected allocations based on actual
cost or participant data over the period covered by the agreement.

ONE-STOP COST ALLOCATION PLANS

The cost allocation plans utilized in the One-Stop setting may not be the same as the
standard cost allocation plans required by an organization. The cost allocation plan for the
shared costs will address only those shared services and operating costs of the One-Stop system,
and the allocations will cover more than one agency. However, it is important that the allocation
plan developed by the partners contains the information required by the WIA regulations, i.e., a
description of the allocation methodologies used to distribute the shared costs. Partners must be
able to support the level of participation in the shared costs and services in terms of the benefit
received by each partner. The cost allocation plan discussed here is a required and integral part
of the RSA developed to fund the shared costs. The partners may either integrate the plan into
the RSA or reference the plan as an attachment to the RSA. The cost allocation plan for One-
Stop shared costs should include the following elements:

e The costs pools used to accumulate the shared costs. Each pool should contain the
specific cost items and the dollar values attributable to each item. A benefit statement
should be developed for each pool. This step should have been completed when the
shared costs were first identified.

e A description of the allocation methodologies used to distribute each pool. The
description should be specific enough to trace the costs from the pool to the final cost
objective or partner program and should clearly demonstrate the equitability of the
allocation methodology. Data resources necessary to perform the allocations must be
identified.

e A spreadsheet that displays the application of the allocation base to the shared costs.
The spreadsheet reflects the costs attributable to each partner.

e A description of the process to be used by the partners to reconcile actual costs to any
cost projections used in the initial allocations and to adjust allocation methods based
on service delivery changes or partner participation.

ADDITIONAL CONSIDERATIONS

It is important to remember that cost allocation must be done with actual costs. While the
partners may agree on a methodology(ies) to determine the proportionate share of costs by
partner and conduct preliminary allocations based on estimates or the shared budget, these
estimates must be reconciled to actual costs on a periodic basis, coinciding at a minimum with
Federal quarterly reporting requirements. An integral part of this step in the process is
developing a schedule for the provision of information and the reconciliation process.

July 2002 1-3-9 Proportionate Share and Cost Allocation



In order for the cost allocations to be performed, partner agencies must share information
that may be used in the allocation methodology. For example, if the allocation base requires
numbers of customers receiving a specific service from a partner agency, then that information
must be made available to all partners in a timely manner. There may be privacy considerations
associated with the provision of this information, and these issues should be resolved before the
process is completed.

The reconciliation and adjustment process will require the provision of actual financial
information by partner agencies. As with customer information, this data must be provided to all
partners on a timely basis. Any issues related to privacy considerations must be resolved before
the cost allocation and resource sharing process is completed, and the time frames for providing
the information should be included in the reconciliation process.

There may be times during the negotiations among partners on the identification of
shared costs when a partner organization refuses to participate. The partner may indicate that the
refusal is based on the fact that the cost is unallowable under its program regulations, or it may
refuse on the grounds that it believes no benefit is derived from its participation. When this
occurs, the remaining partners are faced with funding the cost. There are three classes of non-
participation, one or more of which may apply in any given situation:

e The cost is unallowable under the partner program

e The partner receives no benefit from the shared cost

e The partner refuses to fund a share of the cost, even when there is a demonstrated
benefit.

If a partner agency claims that a shared cost is unallowable under its program legislation
or regulations, it should provide the appropriate citation. However, if the cost benefits a partner
agency, and that benefit has been demonstrated in the function and benefit statement included in
the shared cost budget, then the partner agency has the responsibility to pay its fair share of the
cost even if the cost is unallowable to that partner for payment with Federal funds. To remove a
partner from the allocation or distribution of the cost would require the remaining partners to pay
more than their fair share, in violation of the Federal cost principles. In this instance, the cost
would be allocated to all benefiting partners, and the partner for whom the cost is unallowable
would be required to provide a non-Federal resource for its share of the cost.

Example: One of the shared costs of the One-Stop center is printing. The
printing costs are for brochures listing all the participating partner agencies.
Printing costs are unallowable under Agency X’s program regulations. The costs

are allocated among all partner agencies, as they and the services they provide are

all contained in the brochure. In this example, Agency X would need to identify a

non-Federal source of revenue for its share of the cost.

If, on the other hand, a partner agency claims that no benefit is derived from participating
in the shared cost, then the remaining partners are responsible for allocating and paying for the
cost among themselves. If the partner chooses not to participate, then it is responsible for
incurring any cost for the activity or function as a direct cost to its program.
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Example: One of the shared costs of the One-Stop center is associated with
availability of program information and One-Stop services within the resource
center. Agency Y claims that this cost does not benefit it because it is not located
at the center. The participating partners would pay only for the costs associated
with providing information related to their shared services or specific services
within the One-Stop. Agency Y would need to pay to display any program
information in the resource center related to its services as a direct cost to its
program.

If the partner refuses to participate in a shared cost, then it is responsible for providing
the service or activity within its specific program. Often, the remaining partners can demonstrate
the benefit to shared programs in terms of reduced individual program costs, and this
demonstration of benefit may be useful in subsequent negotiations on the inclusion of such costs
in a shared costs budget.

Example: Partners within a One-Stop center have agreed to fund a common
intake and eligibility determination process. They have identified the common
data elements and designed a common intake form, and staff from the various
partners are trained in the eligibility requirements of all participating partner
programs. One partner refuses to participate, stating that it must control the
collection of data to assure validity, even though the information collected on the
common intake form is critical to determining eligibility for its program. The
non-participating partner must conduct its own independent intake and incur all
the costs of collecting the information for its program although this is a
duplication of effort, resulting in increased program costs.

Attachment 1-3-1 to this chapter is a schematic display of the steps followed in the
process of determining proportionate share and cost allocation. Attachments I-3-2 through 1-3-5
provide examples of cost allocation spreadsheets and sample cost allocation methodologies that
might be used by partner programs to determine how shared costs should be allocated. Each
sample spreadsheet is preceded by a description of the chart, its possible uses, and how the chart
would be completed.
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Attachment I-3-2

Shared Costs by Partner

The chart displays the results of allocating the aggregate shared costs of the One-Stop
using a single allocation base. In this sample cost allocation, the shared costs are allocated
using the estimated hourly cost of operation for each cost item. The estimated hourly operating
rate is determined by dividing the total shared costs by the months of operation and the average
number of hours per month.

The partner’s share of the costs is then determined by multiplying the estimated hourly
operating rate by the total number of hours the partner participates as compared to the total
hours of participation by all partners.

The actual calculations and the supporting information are listed on the sample chart.
The following legend refers to the calculations in the sample chart:

(A) Estimated hourly operating rate

(B) Shared costs budget

© Months of operation

(D) 12 month average of hours per month
(E)-(L) Partner average number of hours

(M) Partner share of costs.

July 2002 I-3-13 Proportionate Share and Cost Allocation



UOI3B20]1Y 1500 pue aJeys sreuonodoid

vT-€-1

200z Aing

018 “(4) X (V) = (IN) ‘(3) % (¥) = () Jo ‘sinoy s, Jauied x sajel Buiyesado Ajnoy pajewns3 = aseys s,Jaulied

(@H(0)/(a)} = (v) 10 ‘yuow Jad sinoy Jo Jaquinu abeiane/{uorresado J0 SYIUOIA/SISOD paieys [e10 ]} = ajel Burresado Ajinoy parewnisg

(@ 912 Lpuow Jad sinoy 4o Jaquinu abessAe Luow ZT
9T ¥ (wdgzT - weg 1es) Aep Jad sinoy ssauisng
002 0T (wdg - weg 114 - uo) Aep Jad sinoy ssauisng

74 yiuow Jad sAepyiom Jo Jaquinu abesany

0 uonesado Jo SYIUON :STLON
Ll 000'02 (109 *sajdiouild abupreg) Buiuresy Jauped/pers
LT9 000'9T (ssauareme Ajunwiwod ‘yaeanno) Bunaxew ‘Buniniosy
6€°0 000'T $8IIAJBS 3PISINO I1BYI0
9T'T 000'€ (abeubis uowwod ‘ssauaseme AunNWWOI ‘Yaeasno) Bunuiid
€00 08

6€0 000'T
120 0002 J1abuassaw 7 yb1al4
92’6 000'72 (sa1jddns fersonuel ‘wieje ‘Jayem ‘ad1yJo) saijddns esauss)
SNOIL1VYd3dOo
ST0 00% slafied
6v'8 000'z¢ auoydajal
ev'ST 000'0Y (suoyd ‘aremyyos ‘aul| eyep ‘arempley Jamndwod
cLL 00002 (019 ‘s18U1qED ‘SIfRYD ‘SY{Sap) aINIX1Y pue aIniuINg
xe) Auadoud
€9y 000'2T Aunoag
LL0 000'C S]10BJJUOD BOUBUBJUIBIN
1340 pue sireday
(sunouwe juas 8y} Ul papnjout) salinN
) () (W) ) ) ) (W) (W) 0g'9Y 000°02T way
S1S0OJ ALITIOVA

S3SN3IdX3 ® S1SOD
(M ortt () 01T (r) oz (1) 09 (H)oor  (9)osT ([@o9re (@) ot (77) yBnoays (3) ‘uonesado Jo sinoy pajewnss Ajyjuow feloL
(v) a1ey (g) 186png
g Jaulied 1 Jauled 9 Jauyred Glaued plauMed  gJauled g JlauMed  TJauded  Bunelado pareys
ApnoH 153

¢-€-1 Juswyoeny

lauired Aq s1s0) paleys



Attachment 1-3-3

Cost Allocation by Item of Cost

This chart displays the allocation of an item of cost or cost pool, in this example the
Facilities Pool, using a single allocation base. In this example, the Facilities Pool has been
allocated to the partner organizations based on workstation usage. The shared costs of the
Facilities Pool are divided by the amount of square feet of the facility, resulting in a cost per
square foot. The cost per workstation is determined by the number of square feet occupied by
the workstation multiplied by the cost per square foot. This is the direct cost to the partner that
occupies the space. The number of workstations occupied by a partner, compared to the total
number of workstations, is then used to determine the partner share of common space.

In this example, the chart displays the results of a single pool of costs as distributed to all
partners. A separate worksheet would be completed for each cost pool at the One-Stop.
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Attachment 1-3-4

Sample Allocation Table

This allocation table displays the shared costs of a One-Stop center and the results of
application of different bases to the costs in the remaining columns. This table would be
completed for each partner participating in the shared costs. This chart is a summary chart of the
allocations for each partner.

Instructions

List the shared costs and the total dollar amount for each cost item in the first column.

List the percentage (%) and resulting dollar share attributable to the partner under the
appropriate methodology in one of the following five columns.
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Attachment 1-3-5

One-Stop Center
Shared Costs by Program

This table is used to display the shared costs by cost item that are allocated to each
required partner program. All required partner programs are listed as column headings. Not all
of the partner programs may be present at each One-Stop center, and the form should be
modified as necessary to fit local circumstances and program design.
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Chapter I-4

Resource Sharing

INTRODUCTION

This chapter discusses the fourth step in the process: resource sharing, or how the shared
costs of the One-Stop center or system will be paid. It includes a discussion of the distinction
between cost allocation and resource sharing, resource sharing methodologies, resolution of
payment issues, reconciliation of actual resources used to project or estimate resources, and the
link to cost allocation. It also provides sample resource sharing methodologies and formats used
to display the resources. It contains the following sections:

Cost Allocation and Resource Sharing

Resource Sharing Methodologies

Reconciliation and Adjustment Processes

Attachment I-4-1—Resource Sharing Process Flow
Attachment I-4-2—Sample Resource Sharing Format
Attachment 1-4-3—Sample Monthly Resource Sharing Format.

COST ALLOCATION AND RESOURCE SHARING

As discussed in the previous chapter, the process of cost allocation is used to determine
the total shared costs attributable to each of the partner organizations. Resource sharing is
defined as the process that will be used to pay for those costs or the funding of shared costs.
Resources may be in the form of cash transfers, provision of goods and services that benefit
multiple partners, or, when permitted by the program’s authorizing legislation, through the
provision of third-party in-kind contributions. The use of full-time equivalents (FTES) in lieu of
salary and benefit costs for shared staff functions may also be used as resources. Each of these
types of resources will be discussed further in this chapter.

Resource sharing in One-Stop operations is a concept that allows partner agencies to fund
shared costs through mechanisms in addition to cash transfers. This concept of resource sharing
has been authorized as One-Stop financial policy in the Federal Register notice dated May 31,
2001. This concept is applicable within the One-Stop environment as well, provided that its use
is consistent with the partner programs’ governing statutes and regulations and is agreed to in the
MOU.

Application of this concept allows the partner organizations to decide how they will pay
for each partner’s allocable share of the total common costs of the One-Stop. Once each
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partner’s proportionate share has been determined through the cost allocation process discussed
in the previous chapter, the partners may then negotiate the payment methods. For example, one
partner may pay for 100 percent of the equipment, another partner pays 100 percent of the rent,
and a third partner pays 100 percent of supplies, etc.

Example: A One-Stop customer is eligible to receive services under both the
WIA Title IB Dislocated Worker program and the Veterans” Employment and
Training program. Under this scenario, the grantees may choose which program
is to pay for services, as the customer is equally eligible under both programs.
For example, the WIA Title IB Dislocated Worker program may pay for the costs
of case management and job development, and the Veterans’ program might pay
for the costs of training. The grantee decisions and payment agreements are to be
reflected in the MOU.

The resources that are used to pay for the shared costs must also meet the following
standards. Partner organizations are cautioned to carefully review their resource sharing
methodologies to ensure compliance.

e Each partner must pay an amount equal to its allocable share of the costs,

e No partner may pay for a cost that does not benefit its program as determined in the
cost allocation process,

e No program may pay for a cost that is unallowable under its governing statutes and
regulations, and

e Costs may not be allocated if they benefit only one program or if the costs of the
activity serve a single program purpose.

RESOURCE SHARING METHODOLOGIES

There are a number of methods that may be used to fund the shared costs of the One-Stop
center or system. These are cash payments, provision of goods and services, use of FTE staff
positions, and third-party in-kind contributions. Each of these methods is discussed below. The
final payment or resource sharing methodologies agreed to by the partners in the One-Stop may
include any, all, or any combination of methodologies. The availability of resources and their
use in funding One-Stop operations is a local decision that must be made and agreed to by the
partners and based on local program needs. The resources provided by each partner must be
identified in the RSA and be in support of the shared costs of the One-Stop.

Cash Payments

Under this methodology, one entity is responsible for incurring and paying for all the
shared costs when payment for these costs is due. The partners determine which of them will
have this responsibility, whether on a permanent or, possibly, a rotating basis. This entity would
then become the “managing partner” for purposes of shared costs financial activity. This same
entity is also responsible for maintaining the documentation for the shared costs and notifying
partners of their share of the costs as they are incurred. This may be done on a monthly or
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quarterly basis as determined by the partners. The entity incurring the costs would issue an
invoice on this predetermined basis to each participating partner. The partners would then pay
the invoice as they would any cost. Documentation to support the cost would be the invoice and
the supporting shared costs budget, cost allocation plan, and the actual costs as they are incurred.
Using this methodology, the entity incurring the costs would be responsible for maintaining all
supporting documentation and reconciling the actual costs to the budget. It would also provide
each partner with the reconciliation information.

Example: In the local One-Stop center, the partners have agreed that the Job
Service will be the managing partner for all funding issues. The partners have
agreed upon the shared costs, prepared a shared costs budget with appropriate
function and benefit statements, and agreed upon the cost allocation
methodologies to be used to determine each partner’s proportionate share. The
Job Service fiscal staff prepares a monthly invoice based on the actual costs
incurred against the shared costs budget, allocates these costs using the agreed-
upon methodologies, and bills each partner for its fair share. The partners may
issue warrants, checks, or electronic transfers to pay the invoices. The managing
partner then reconciles the payments and provides each partner with updated
budget and cost information.

Full-Time Equivalents

When the costs of staff functions for common services such as intake and eligibility
determination, staffing the resource center, or core services such as case management or job
development are included in the shared costs budget, it may be more equitable to pay for these
costs through the use of FTEs. Staff of the One-Stop may include State or local governmental
employees, employees of nonprofit organizations, for-profit commercial entities, and educational
institutions. Each of these entities will have different pay scales, pay levels, and fringe benefit
costs. By using FTEs as a payment method, partner organizations need not address these
differing pay scales or any privacy concerns.

In order to use FTEs as a payment method, all of the partner programs benefiting from
the shared function must provide the necessary staff resources in the same proportion as their
allocable share. It is also appropriate to use FTEs only for payment of common staff functions.
Partners may not use FTEs as payment for non-staff costs such as facilities. Using this
methodology, the partners would determine the total number of staff hours necessary to fully
staff the function. The hours would be allocated using an agreed upon allocation methodology,
with a resulting number of hours attributable to each participating partner. The partners then
provide the staff as needed in relation to their allocable share of the total hours. When the
partners have agreed to use FTEs as a payment function, then the results of the cost allocation
and resources to be provided are the same. For example, if a partner’s share of the One-Stop
Center receptionist is 15 hours per week based on the allocation process, then the partner’s
resource is 15 hours per week.
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Cautions:
[ ]

If FTEs are used as a payment method, then all benefiting partners must provide the
staff resources. This means that the staff functions must be calculated and allocated
separately from other shared costs of the One-Stop.

Again, the use of FTEs as a payment mechanism is appropriate only for staff
functions. If a partner organization provides staff services as payment for non-staff
costs, then it is the costs of that staff function used as the resource, not the hours
worked by the staff (FTE).

Partner organizations are responsible for providing the staff resources. They should
agree as part of the resource sharing methodology on how the staff will be scheduled.
Each partner would document the total of the staff hours worked for each shared
function as part of the reconciliation process.

Partners should also agree on how the staff functions will be covered in the event of
leave. This includes all types of leave such as sick, vacation, emergency, and long-
term. For example, if a staff person uses sick leave, then that person’s agency must
either cover the time with another staff person or repay the agency that provided
coverage. This process should also be addressed in the RSA.

When FTEs are used as a payment mechanism, the agency providing the resource
remains responsible for all personnel functions for its staff. The ancillary costs of

staff benefits, leave systems, etc., are not a factor.

Example: The One-Stop operator and partners have agreed that the costs for
staffing the resource center and the One-Stop receptionist are to be shared.
Taking into account the hours that the One-Stop center is open, they have
determined the total number of hours for the staff functions. The hours are
allocated to each partner using an allocation base of participants served by each
program compared to total served. The partners further agree on the scheduling
of hours for each partner and the coverage to be provided in the event of
emergency or sick leave. Each partner is responsible for tracking the staff
resources and providing this information on a quarterly basis to all partners. If
adjustments were needed in the subsequent quarter based on participant counts,
the schedule could then be adjusted accordingly.

Example: The partners within the One-Stop have developed a common
eligibility determination system. The partners have further agreed that the staff
costs associated with this function will be a shared cost and that all partners will
provide staff to perform the function, using FTEs to determine the proportionate
share and necessary resources. They have determined an estimated number of
hours for the function and agreed to allocate these hours to each participating
partner on the basis of the number of participants eligible for each of the partner
programs compared to the total participants for whom eligibility is determined.
The partners further agree on the scheduling of hours for each partner and the
coverage to be provided in the event of emergency or sick leave. Each partner is
responsible for tracking the staff resources and providing this information on a
quarterly basis to all partners. As this is an output-based allocation methodology,
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the initial estimates of time would need to be adjusted in subsequent quarters
based on the number of eligible participants.

Goods and Services

Payment of shared costs through the provision of goods and services by each of the
partner programs will likely be the most common method of payment. Using this payment
method, the partners prepare the shared costs budget and allocate the costs using agreed-upon
allocation methodologies, with a resulting total shared costs attributable to each partner. Within
the budget, the partners agree on how those costs will be funded. One partner may pay all the
facilities costs, including rent, utilities, and maintenance, while another partner provides the
telephone system to be used by all the partners, and a third partner provides additional core
services such as eligibility determination for all participating partner programs. This flexibility
in payment allows the partners to determine which payment method works best for their
particular agency and takes into consideration the available resources of each program.

Cautions:

e The resources provided to support the shared costs must equal the total proportionate
share of the partner. If, during the reconciliation process, the partners determine that
one or more partners either over-fund or under-fund their proportionate share, then
the share must be “made whole” through cash payments. For example, if Partner 1
pays 100 percent of the telephone system and this cost is less than its fair share of the
total shared costs, then it must pay an additional amount to the partner who incurred a
cost in excess of its fair share (for example, Partner 2 paid 100 percent of the rent and
this cost is in excess of its fair share).

e Using this methodology, the goods and services must be in the form of costs to the
partner agency. Each partner is then responsible for maintaining documentation of
the actual cost of the goods or services and providing this information to all partners
as part of the reconciliation and adjustment process.

e |f a partner provides equipment as its share (or part of its share) of the resources, then
the partner acquiring the property is responsible for adhering to the prior approval
requirements of the applicable OMB circulars.

Example: The chart on the following page shows how the resources needed to
support shared costs might be displayed.
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Proportionate Share of Costs | Partner 1 |Partner 2 [Partner 3
Contributions:
Partner 1 $32,000
Copier $15,000
Supplies $8,000
Cash to Partner 3 $9,000
Partner 2 $50,000
Telephones $20,000
Computer terminals $22,000
IT maintenance $8,000
Partner 3 $108,000
Rent $60,000
Utilities $14,000
Furniture $17,000
Software $26,000
Cash from Partner 1 ($9,000)

In-Kind Contributions

Under certain circumstances, partners may provide third-party in-kind contributions as
resources to pay for their fair share of the costs. In-kind contributions are discussed in the cost
sharing or matching provisions of the Uniform Administrative Requirements codified at 29 CFR
97.24 and 95.23 and are defined as donations of goods, services, or volunteer time from a third
party. They are not a cost to the receiving organization. They may be used only as resources to
pay for the partner agency’s share of costs if their use is not prohibited by the agency’s
governing statute or regulations. Some programs participating in the One-Stop, such as the
Temporary Assistance to Needy Families (TANF) program, do not allow the use of third-party
in-kind.  The partner agency proposing to use in-kind contributions must determine the
allowability of in-kind use. If allowable, the in-kind is then valued in accordance with the
requirements of 29 CFR 97.24 or 95.23. These regulations address donations of time
(volunteers) as well as goods (equipment and supplies). It is important to note that the value of
goods is usually based on the fair market value of the item at the time it is used. Donations of
goods that are used as resources must be treated by the partner that provides them in the same
manner as purchased goods. They are subject to the requirements for property management
found in 29 CFR Parts 95 and 97. Further guidance on the treatment of goods (i.e., equipment
and supplies) is found in Chapter I1-11, Property Management. It is the determined value of the
contribution that would serve as the resource for payment of shared costs.
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Example: A small nonprofit organization serves as a partner in the local One-
Stop center. Its proportionate share of the costs is $15,000. The nonprofit does
not have sufficient cash or other resources to fully fund its share, and it wishes to
provide (not for its own individual use) computers donated by a local business to
the nonprofit as resources. The computers are valued (in accordance with the
requirements of 29 CFR 95.23(c)(1) or (2)) at $8,000. The nonprofit would be
able to use the $8,000 value as part of the resources it will provide to fund the
shared costs.

Example: An entity wishes to use a van used to provide client transportation to
job interviews and other off-site services as a resource for funding its allocated
share of common One-Stop costs. The van was donated to the entity by a local
car dealership. The value of the van (as determined by application of the
requirements of 29 CFR 95.23 or 97.24) could be used by the entity as a resource
to fund a portion of their shared costs.

Example: A nonprofit organization provides assistance with resume preparation.
These services will be provided in the resource center and are in addition to the
core services the organization otherwise provides in the One-Stop. The resume
preparation assistance is provided by human resource professionals who donate
their time to the nonprofit. The amount of the resources is valued in accordance
with the requirements of 29 CFR 95.23(d) and may be used by the organization as
resources to fund its share of common costs.

In each of the above examples, the value of the in-kind contribution would be determined
at the time it is provided.

Program Income

While technically not a resource sharing methodology, program income earned at the
One-Stop center as a result of shared activities or shared costs is attributable to all partners.
Program income is governed by the Uniform Administrative Requirements that are codified for
ETA-funded programs at 29 CFR 97.25 and 95.24. Partner organizations are governed by the
program income requirements of their funding source. If program income is earned at the One-
Stop through a shared cost, then that income must be distributed to all partner organizations. The
program income should be allocated in the same proportion as the shared costs. Program income
must be expended on allowable grant activities. The earning, allocation, and use of program
income should be addressed in the RSA. Partners may agree to use program income to reduce
their share of costs or resources needed to fund the costs if that is allowable under the partners’
authorizing statutes and regulations. WIA grantees and subgrantees are reminded that they must
use the addition method in expending program income. The requirements for program income
are more fully described in Chapter 11-7, Program Income.

Example: A local employer conducts preliminary interviews and screenings of potential

employees at the One-Stop center. The local employer uses a classroom that is part of the
resource center and pays a room rental charge to the One-Stop operator. The One-Stop operator,
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as one of the partners, is responsible for providing the information on the program income to
partners, and that program income would be distributed to all partners that share in the costs of
the resource center.

Non-Partner Funding

As was discussed in Chapter I-1, ldentification of Shared Costs, the State may make
funding available under Section 134(a)(2)(B) of the WIA. Should the State make such funds
available, they are used to reduce the amount of shared costs that are allocated to each partner,
thereby reducing the resources each partner must provide. As with program income, this is not
technically a resource sharing methodology. With this funding mechanism, the total shared costs
to be allocated to partners are reduced by the costs of activities to be funded from Statewide
Activities funds. The remaining shared costs are then funded by partner agencies using the
resource sharing methodologies previously discussed in this chapter. This use of these funds
should also be addressed in the Resource Sharing Agreement.

Example: The State has made funds available to an LWIA to pay for the costs of
specialized software for use in the resource room. These costs had initially been
identified as shared costs by the partner agencies. In developing the cost
allocation and resource sharing methodologies, the total shared costs are reduced
by the amount of funding received from the State for One-Stop activities,
reducing the resources needed by each partner to fund their share of the costs.

RECONCILIATION AND ADJUSTMENT PROCESSES

As the cost allocation and resource sharing processes are based on the actual costs
incurred by partner agencies, they must include provisions for the reconciliation of actual costs
paid by the partner agencies. The resource sharing provisions may then need to be adjusted
based on actual costs.

The reconciliation and adjustment process will require the provision of actual financial
information by partner agencies, and this data must be provided to all partners on a timely basis.
Any issues related to privacy considerations must be resolved before the cost allocation and
resource sharing process is completed.

At a minimum, this reconciliation and adjustment process should be conducted on a
quarterly basis to coincide with the Federal financial reporting requirements. It is best to
reconcile both the cost allocation process and the resultant adjustments to resource sharing at the
same time.

Example: As part of the resources used to pay for its share of the One-Stop
costs, Partner 1 is responsible for procuring and paying for software site licenses
for common case management software. At the time of developing the cost
allocation, the agency is to procure 15 site licenses at a cost of $1,500 per license.
During the next quarter, an additional five staff needed the software, thus
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increasing the costs by $7,500. This cost increase would need to be distributed to
all benefiting partners during the reconciliation process and would necessitate
each partner providing additional resources.

ATTACHMENTS
There are three attachments to this chapter:

e Attachment I-4-1 is a schematic showing the steps in the resource sharing process.
e Attachments I-4-2 and I-4-3 are sample resource sharing formats.
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Attachment 1-4-1

Total Costs
by Partner
Staff Shared
Functions Costs
Total FTE Determine Resource
by Partner Sharing Methodology
Develop Schedule Identify Resources
by Partner
Reconcile Actual Reconcile Actual
Hours Worked Costs
Adjust as Adjust as
Necessary Necessary
1-4-10 Resource Sharing



Attachment 1-4-2

Sample Resource Sharing Format

This chart is used to display the resources provided by each partner to fund its share of
the costs. In this sample chart, the costs are displayed in the format contained in the shared costs
budget. The total shared costs are contained in the Costs column. The total shared costs
attributable to each partner are displayed in the first row under each partner. The resources to be

provided by each partner are displayed in the Partner column against the appropriate shared cost
item.
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Attachment 1-4-2

Sample Resource Sharing Format

Cost Item Costs Partner 1 Partner 2 Partner 3
Total Costs $268,000 $107,720 $80,140 $80,140
Shared Services Staff $187,000
Staff salaries 150,000 30,000 60,000 60,000
Fringe benefits for 35,000 7,000 14,000 14,000
staff
Staff travel 2,000 500 1500
Facilities $81,000
Rent 60,000 60,000
Utilities 12,000 12,000
Security 6,000 6,000
Maintenance 3,000 3,000
Communications Etc. Etc. Etc. Etc.
Base telephone
Long distance
T-1 lines
Etc. for All Shared
Costs
Payments to/(from) (1,280) (360) 1,640
Partners

July 2002 1-4-12 Resource Sharing



Attachment 1-4-3

Sample Monthly Resource Sharing Format

The sample format on the following page may be used to display the resources to be
provided by partners on a monthly basis. The shared costs are listed in the first column. The
total costs, year-to-date costs, and monthly costs are also listed on the spreadsheet. Each
partner’s total share of the monthly costs is provided in the first row in each Partner column.
The resources provided by the partner are then listed in the column against the appropriate
budget item. This spreadsheet may also be used to reconcile both actual and proposed costs on a
monthly basis.
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Chapter I-5

Resource Sharing Agreements

INTRODUCTION

This chapter discusses the last step in the process of cost allocation and resource sharing
in the One-Stop: developing the Resource Sharing Agreement (RSA). It includes a discussion
of the necessity for an RSA, the structure and content of the RSAs, and modification or
adjustment processes. It also provides a discussion of the links between the Memorandum of
Understanding (MOU) and the RSA. It contains the following sections:

Resource Sharing Agreements
RSA Structure and Content
Additional Considerations
Links to the MOU.

RESOURCE SHARING AGREEMENTS

The RSA may be defined as the plan and supporting documentation for the processes
used by the One-Stop operator and partners to define, allocate, and fund the shared costs of the
One-Stop. While there are no statutory or regulatory requirements specifically for the RSA, both
the statute and the regulations require the MOU to address how the costs of the One-Stop system
will be shared and how those costs will be paid by each of the partners. As the cost allocation
and resource sharing processes require the adjustment of projected costs and resources based on
actual costs incurred, the RSA is a document that may be adjusted or modified to actual costs
without the need to formally modify the MOU. The RSA should contain all the financial data
and documentation to support the funding arrangements that must be addressed in the MOU. If
the LWIB does not require the completion of an RSA for the local One-Stop(s) shared costs, then
it may be necessary for the MOU to contain financial information and supporting documentation
related to how costs of services and operating costs of the system will be funded, in addition to
the remaining requirements specified by the WIA at Section 121(c), which may make the MOU
more difficult to revise and use as a working document.

RSA STRUCTURE AND CONTENT

The structure used by LWIBS, operators, and partners to collect the funding information
will vary. Again, the design and flow of services, the number of required and non-required
partners participating in the One-Stop(s), and the degree of program integration and shared costs
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will determine the type of information needed in the RSA. At a minimum, however, the
following elements should be included:

e List of all partners. The RSA should contain a list of all the partner programs participating
in the shared costs of the One-Stop. Partners should be identified by name and funding
stream. For example, a State employment security agency that has the responsibility for the
Wagner-Peyser, Unemployment Compensation, and Veterans’ Employment programs is one
entity but three partner programs. The name and telephone number of a contact person for
each partner should also be included.

e List of all shared costs. Each shared cost should be defined. For example, a shared cost
might be subscriptions, which includes magazines, periodicals, and newspapers. Each
shared cost should also have a function and benefit statement that describes how the shared
cost is of benefit to multiple partners. This process is discussed in detail in Chapter I-1,
Identification of Shared Costs.

e Shared costs budget. The RSA should also include a formal budget document that includes
all the shared costs of the One-Stop with appropriate dollar values. The budget should
include all the costs included in the list of all shared costs. The shared costs budget is
discussed in detail in Chapter 1-2, Shared Costs Budgets.

e Cost allocation plan. The plan should include a description of the cost pools used to
accumulate the shared costs, the allocation methodologies that will be used to distribute the
costs to each partner, a description of the data resources needed to perform the allocations,
and a spreadsheet that displays the allocation process. The cost allocation plan may be
included as a part of the RSA or as an attachment to the RSA. Whichever method is used,
the information in the cost allocation plan is the same. The cost allocation plan is also
discussed in more detail in Chapter 1-3, Proportionate Share and Cost Allocation.

e Shared costs (by partner). The application of the allocation methodologies to the pools of
shared costs will result in a dollar value attributable to each partner participating in the cost.
This information may be included in the spreadsheet discussed in the cost allocation plan.
The concept of proportionate share is also discussed in Chapter 1-3, Proportionate Share
and Cost Allocation.

e Resources. Resources are the goods and/or services provided by each partner to pay for its
fair share of the costs. This section should detail the payment methodologies used by each
partner to fully fund its proportionate share. It may also be displayed in spreadsheet format.
The resources provided by each partner must match the partner’s allocated share of the
costs. The information may also be displayed in summary form for all partners. Resource
sharing is discussed in more detail in Chapter 1-4, Resource Sharing.

¢ Reconciliation and modification. Reconciliation and modification is a description of the
process used by partners to reconcile the proposed budget costs to the actual costs incurred
by the partners in providing resources. The description of the reconciliation process must
include the types of cost information to be provided by each partner, as well as time frames
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for reconciliation and adjustment. The process should also describe the circumstances for
modification of the agreement and address how disputes will be handled by the partners.

ADDITIONAL CONSIDERATIONS

The RSA contains financial commitments by each of the partners in the form of the
resources to be used in support of the shared costs. Local areas and their partner agencies should
decide if these financial commitments require the separate signature of authorized agency
officials or whether referencing the RSA in the MOU will satisfy legal requirements for
commitment of funds.

The RSA (including the cost allocation plan) should be provided to each partner agency’s
independent auditors. The cost allocation methodologies that are used must be accepted by each
partner’s independent auditors in order to satisfy the audit testing required under the Single Audit
Act and OMB Circular A-133. In addition, it is expected that Federal agency auditors will utilize
these agreements as additional criteria for audit and resolution purposes. All partners sharing
costs will be responsible for resolving any audit issues related to the shared costs.

As discussed in previous chapters, the cost allocation and resource sharing processes will
require partner agencies to provide actual cost data. Any privacy and data integrity
considerations should be resolved before the RSA is finalized, and information on how these
issues are addressed included in the RSA.

The RSA must contain provisions for the reconciliation and adjustments of actual shared
costs and resources to the budget and planned resources. Budget adjustments would not
necessarily require a modification to the MOU, provided the adjustments do not materially affect
the terms of the MOU. However, the RSA should indicate the circumstances under which the
MOU must also be modified. These circumstances are discussed later in this chapter.

The RSA should also describe the process to be followed by the partners in the event of a
dispute. Disputes may arise over the allocation methodologies to be used, the inclusion of costs
in the shared costs budget, or for other reasons. This process would be used only for disputes
related to information sharing, costs, or other requirements of the RSA and would differ from the
dispute resolution process required by regulation for the MOU.

The RSA, containing or supported by budgets, cost allocations, and other documentation,
represents the agreement on funding shared costs. Partners may wish to designate a partner
fiscal officer as the *“agreement manager.” The designated fiscal officer would have the
responsibility for gathering actual cost data from all partner agencies, preparing the
reconciliations discussed throughout Part I, and providing updated information on adjustments to
partner agencies. The costs of performing this function could be included as part of the shared
costs of the One-Stop system, or the responsibility could be rotated among the partner agencies.
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LINKS TO THE MOU

Section 121 of the WIA addresses the requirements for One-Stop delivery systems.
Section 121(c) contains the requirements for the MOU and specifies that the MOU is an
agreement between the local board and the One-Stop partners, with the agreement of the chief
elected official (CEO). The agreement must address how services will be provided through the
One-Stop delivery system, the methods for referral of customers between the One-Stop operator
and partner agencies for services and activities, how the costs of services and One-Stop
operations will be funded, the duration of the memorandum, and procedures for modification.
The MOU may also contain locally developed provisions, consistent with the requirements of
WIA, as agreed to by the local board and One-Stop partners.

As stated above, the MOU must contain information on funding. These financial
requirements may be addressed through inclusion of a clause in the MOU that summarizes the
financial commitments made by each partner and incorporates the RSA, with its attendant
documentation, by reference. The MOU may also contain the specific financial information of
the RSA, such as the shared costs budget, cost allocation plan, and resource sharing plan, as
elements of the MOU.

The RSA is a fiscal document that provides the details necessary to allocate the shared
costs and track the resources provided by each partner agency. By design, the RSA is a
document that will change as the actual costs incurred by the partners become known. As the
MOU is a formal agreement on the roles and responsibilities of partner programs, as well as the
flow of program services to be provided within the One-Stop system, modification to the MOU
requires signatures of authorized agency officials, the CEO, and the LWIB. Caution: If the
contents of the RSA are included as specific elements of the MOU, changes in resources based
on actual costs might require an amendment to the MOU.

The LWIB and partner agencies, with the agreement of the CEO, must decide which
One-Stop model will work best, given local conditions. However, whichever model is chosen by
the LWIB and One-Stop partners, changes to the MOU will be required if additional partners
begin to share in the costs, partners choose not to participate in shared costs, there are any
funding changes that will affect the services and activities to be offered through the One-Stop
system, or there are changes in the One-Stop delivery system that require substantive changes to
the cost information contained in the RSA.

Example: The LWIB, in coordination with partner agencies, has incorporated the
RSA into the MOU by reference. After six months, additional services are to be
provided through co-location by a new partner agency. The additional operating
costs associated with these services must be included in the RSA, and the cost
allocation and resource sharing methodologies must be revised based on
participation by an additional partner. As these changes affect both the terms of
the MOU (services to be provided and referral mechanisms) as well as the
funding arrangements addressed in the RSA, both documents would need to be
modified accordingly.
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Example: Again, the MOU includes the RSA by reference. On a quarterly basis,
the actual costs are reconciled to the planned costs contained in the shared costs
budget. The reconciliation indicates that one partner has underpaid its share
through a cost reduction on equipment. The RSA would need to be modified to
reflect the need for additional resources by that partner. However, as the
adjustment does not involve funding changes, or changes in the services and
activities provided through the One-Stop center, the MOU would not need to be
modified.

If, in this example, an RSA is not used and the shared costs budget information is
contained in the MOU, any changes to the budget may require a modification to
the MOU. This may be administratively burdensome and time consuming to
achieve.
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Chapter I-6

Case Studies

INTRODUCTION

Part | of the One-Stop Comprehensive Financial Management TAG has been written to
provide the One-Stop system, including operators, partners, and boards, with clarification of the
requirements for funding the One-Stop operation. The previous five chapters have outlined these
requirements as a series of logical processes and presented a variety of methods and techniques
that might assist the system. This chapter is designed to provide readers with case studies
relating to the concepts and processes previously discussed. Each of the case studies in this
chapter applies the concepts discussed in the previous five chapters and provides sample data
that may be useful in developing the local cost allocation and RSAs. The case studies begin with
a set of assumptions for the One-Stop, include a shared costs budget, apply cost allocation
methodologies, and provide the resources from each partner. The chapter contains the following
sections:

Case Study No. 1—Co-Located Services and Operating Costs
Case Study No. 2—Common Staff Functions Using FTEs
Case Study No. 3—Electronic Data Sharing Costs

Case Study No. 4—Common Services and Associated Costs.

CASE STUDY NO. 1
Co-Located Services and Operating Costs

Assumptions

1. There are four partners.

2. All staff are employees of one or another of the partners. This includes center
management and services staff such as the receptionist, resource librarian, intake
staff, etc.

3. Each partner pays its own bills.

4. Each partner contracts with service providers and does its own purchasing/
procurement.

5. The facility is currently leased by one of the partners. Utility costs are paid
separately.

6. Each partner will provide appropriate workspace furniture for staff; however, some
new furniture will be purchased.
7. The new telephone system will be procured by one of the partners.
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Shared Costs Budget

As each partner provides and pays for core services related to its program, the shared core
services are outreach and intake, provision of information, and unassisted job search assistance.
The partners agree that the shared costs to be pooled and allocated will be as follows:

Facilities Pool
Rent, utilities, maintenance/janitorial
Equipment and Supplies Pool
Common use computer terminals (4)
Software costs for resource center
Communications costs (includes telephones and data access costs)
Copier
Fax machine
Tables and chairs for the resource center (3 tables and 9 chairs)
Supplies (including intake forms, copier supplies, etc.)
Salaries and Benefits Pool
Center manager (half time)
Resource librarian
Intake staff (3)
Receptionist.

The following tables illustrate how these costs will be accumulated and pooled.

Facilities Pool
Rent $20,000
Utilities 8,000
Maintenance/Janitorial 4,000
Total $32,000
Equipment and Supplies Pool
Copier $15,000
Computer terminals (all hardware costs) (4 @ $3,000 ea) 12,000
Software (all common use software) 8,000
Telephones and communications costs 5,000
Fax machine 1,000
Supplies 4,000
Furniture 5,000
Total $50,000
Salaries and Benefits Pool
Center manager (half-time position @ $60,000) $30,000
Receptionist 22,000
Resource librarian 28,000
Intake staff (3 positions @ $31,000) 93,000
Total $173,000
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Cost Allocation Methodology

The partners agree that the facilities pool will be distributed on the basis of square
footage occupied by each partner as compared to all square footage occupied (5,000 square feet
in the table below, which includes a proportionate share of common space). This results in the
following allocation:

Square Feet Percent Proportionate Share of Costs
Partner 1 1,600 32 $10,240
Partner 2 1,200 24 7,680
Partner 3 1,200 24 7,680
Partner 4 1,000 20 6,400
Total 5,000 100 $32,000

The partners agree to allocate the costs of the supplies and equipment pool on the basis of
participants eligible for each program as compared to the total number of participants served
(2,500 participants in the tables below). Each partner uses historical data to determine the
planned number that will be served. These planned numbers must be reviewed and adjusted to
actual participation in order to comply with cost allocation requirements. The results of these
calculations are shown in the table below.

N‘”T‘F’er of Percent_of 'I_'otal Proportionate Share of Costs
Participants Participation

Partner 1 1,000 40 $20,000

Partner 2 600 24 12,000

Partner 3 500 20 10,000

Partner 4 400 16 8,000

Total 2,500 100 $50,000

The partners agree to use the same methodology to distribute the costs of the staff salary

and benefit pool. This results in the following allocation:

N‘”T‘F’er of Percer_1t_of TOtaI Proportionate Share of Costs
Participants Participation

Partner 1 1,000 40 $69,200

Partner 2 600 24 41,520

Partner 3 500 20 34,600

Partner 4 400 16 27,680

Total 2,500 100 $173,000

The results of the pool allocations are summarized in the following table:
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Facilities Equip. & Supp. | Sal. & Benefits Totals
Partner 1 $10,240 $20,000 $69,200 $99,440
Partner 2 7,680 12,000 41,520 61,200
Partner 3 7,680 10,000 34,600 52,280
Partner 4 6,400 8,000 27,680 42,080
Total $32,000 $50,000 $173,000 $255,000

Resource Sharing

Using allowable resource sharing methodologies, the partners have funded their share of

the common costs as follows:

Resource Sharing Agreement

Proportionate Share of Costs Facilities Supplies Salaries Total
Partner 1 $10,240 $20,000 $69,200 $99,440
Partner 2 7,680 12,000 41,520 61,200
Partner 3 7,680 10,000 34,600 52,280
Partner 4 6,400 8,000 27,680 42,080
Total $32,000 $50,000 $173,000 $255,000
Contributions
Partner 1 $99,440
Center manager 30,000
Resource librarian 28,000
Copier 15,000
Intake staff 31,000
Cash from Partners 2, 3 & 4 (4,560)
Partner 2 $61,200
Rent 20,000
Utilities 8,000
Telephones 5,000
Receptionist 22,000
Maintenance 4,000
Cash to Partner 1 $2,200
Partner 3 $52,280
Intake staff (1) 31,000
Computer terminals 12,000
Supplies 4,000
Furniture 5,000
Cash to Partner 1 $280
Partner 4 $42,080
Intake staff 31,000
Software 8,000
Fax machine 1,000
Cash to Partner 1 2,080
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As may be seen from the examples, the partners have used a variety of payment
mechanisms to fund their proportionate share of the costs, including providing equipment,
payment of rent, and cash transfers. This case study is intended to show how the cost of co-
located services and operating costs of a One-Stop center might be defined, allocated, and paid
for by each of the participating partners.
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CASE STUDY NO. 2
Common Staff Functions Using FTEs

Assumptions

1.
2.

There are five partners.

The partners have agreed to share the costs of providing a One-Stop center
receptionist, staff to assist customers in the resource center, common intake and
eligibility staff, and common case management staff.

All staff are employees of one or another of the partners. Each partner is responsible
for the personnel, salary and benefit payments, and leave policies related to its staff.
All partners will benefit from and participate in the shared costs related to the center
receptionist and the staff of the resource center and for the common intake and
eligibility staff.

All but one partner will benefit from and participate in the case management services.
The remaining partner does not provide case management as a core service and will
therefore not participate. The remaining four partners will fund all costs related to the
function.

The partners have agreed to use FTESs as the basis for funding the staff functions.

The center is open ten hours per day (Monday through Friday) and each Saturday for
five hours, for a total of 55 hours per week.

As this is a case study, holidays and other center closures have not been accounted for
in the tables.

Shared Costs Budget

As the partners have agreed to use FTEs as the basis for funding the staff positions, the
budget is based on the total hours needed to staff the functions as opposed to the dollar value of
salaries and benefits. The following table shows how these staff services would be contained in

the budget.
. Number of Hours per Year
Staff Function Positions Hours per Week to Staff Eunction
Center receptionist 1 55 2860
Resource center staff 1.5 82.5 4,290
Case managers 8 440 22,880
Intake & eligibility 4 220 11,440
determination staff
Total 145 FTE 797.5 41,470
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Cost Allocation Methodology

As the partners will share in funding the costs of the center receptionist/resource center
staff, the case managers, and the intake/eligibility determination staff in different ways, they
have divided the FTE hours into three pools. The first pool contains the staff resources needed
for the center receptionist and the resource center. The partners have agreed to allocate the hours
based on an allocation methodology of equal access to services by customers is of equal benefit
to all partners. The results of this methodology are displayed in the following table:

Function Hours | Partner 1 | Partner 2 | Partner 3 | Partner 4 | Partner5
Receptionist 2,860 572 572 572 572 572
Resource center 4,290 858 858 858 858 858

The second pool contains the FTE hours for the case managers. These hours will be
allocated among the four benefiting partners, and the partners have agreed to use the estimated
number of participants eligible for services for each program as compared to the total estimated
number of participants. The results of this allocation methodology are shown below.

Number of Percent of Proportionate Share of
Participants Total FTE Hours
Partner 1 1,500 42.9 9,815
Partner 2 900 25.7 5,880
Partner 3 450 12.8 2,929
Partner 4 650 18.6 4,256
Total 3,500 100 22,880

The third pool contains the FTE hours for the intake and eligibility staff. The partners
have developed a common intake and eligibility determination process and utilize a
computerized format. The intake form has a total of 400 bytes of information. The form
contains standard information such as name and address that accounts for 100 bytes, and these
are attributable to all programs. The remaining 300 bytes of information are used in different
amounts by the partner programs. The partners have analyzed the data required by the format
and attributed the data bytes required to determine eligibility for each of the four partner
programs. They have agreed to use the percent of bytes attributable to each program as
compared to the total bytes for all programs as the cost allocation methodology. The results of
the allocations are displayed in the following table:

Data Bytes Used Percent Proportionate

Common Other Total of Total Share of FTE
Partner 1 100 90 190 19 2,174
Partner 2 100 120 220 22 2,516
Partner 3 100 180 280 28 3,203
Partner 4 100 70 170 17 1,945
Partner 5 100 40 140 14 1,602
Total 1,000 100 11,440
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Resource Sharing

Each of the five partners benefiting from the first pool must provide the total number of
staff hours for each of the positions indicated in the cost allocation table. The staff must be from
comparable personnel classifications for each of the two types of positions that were allocated.
Each of the four partners benefiting from the pooled costs for case managers must also provide
the total number of staff hours indicated in the cost allocation table. However, as participant
numbers will change over time, the partners must also agree on how the changes in participant
counts will be handled in terms of scheduling and/or adjustments to the schedule. Finally, each
of the five partners must provide the total number of staff hours for the common intake and
eligibility determination staff as indicated in the cost allocation table. These requirements are
summarized in the following table:

Function Hours Partner 1 Partner 2 Partner 3 Partner 4 Partner 5
Receptionist 2,860 572 572 572 572 572
Resource 4,290 858 858 858 858 858
center
Case 22,880 9,815 5,880 2,929 4,256 N/A
managers
Intake & 11,440 2,174 2,516 3,203 1,945 1,602
eligibility

The RSA must contain the number of hours each partner will provide for each staff
function. The partners must develop and include a schedule in the RSA. Provisions for leave
taken by any of the partner staff must be described in detail. These provisions should address
each type of leave such as emergency, sick leave, or vacation, and how the partners will either
adjust schedules or reimburse their partners if the schedule is not adhered to because of
unscheduled leave. Partners must track the hours worked by their staffs, and this information
should be provided during the quarterly cost reconciliation process so that adjustments to the
schedule may be made as necessary.
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CASE STUDY NO. 3
Electronic Data Sharing Costs

Assumptions

1.

2.

4.

5.
6.

Four partners are participating in sharing the costs of electronic data systems
development, data collection, and use by both partner organizations and customers.
The system includes the network capabilities that link the partner programs,
placement of 10 Internet-access-only electronic kiosks within the community and 10
terminals placed in the resource center, and a One-Stop Web site (and its
maintenance) that provides a single point of entry to the electronic program services
such as computer-assisted learning, links to specific partner programs or other
community resources that are offered within the One-Stop, as well as the necessary
hardware and software.

Web site development and maintenance will be procured through an outside
contractor.

Each partner will be responsible for providing any program-specific links and the
software to support them.

One or another of the partners will be responsible for maintaining the IT system.
Partners will provide resources to support the effort as described in the RSA.

Shared Costs Budget

The partners have agreed upon the types of needed hardware and software and the costs
to develop, support, and maintain the system. The following table illustrates the shared costs and
their dollar values as determined by the partners. Note: This table contains only some of the
costs associated with electronic data sharing and is used to illustrate the concepts discussed
earlier in this TAG.

Cost Item Number Value Total costs

Computer terminals (complete) 20 $3,500 each $70,000
Operating system site licenses 20 1,000 each 20,000
Printers 5 600 each 3,000
High-speed Internet access and service 500 per month 6,000
Network costs (servers, cables, etc.) 25,000 25,000
Web site development and maintenance 100,000 100,000
IT maintenance (system) 0.5 staff 80,000 40,000
Software licenses (resource center) 10 400 Avg. 4,000
(word processing, spreadsheets, etc.)

Software licenses (resource center) 10 1,000 Avg. 10,000
(computer-assisted learning, resume

preparation, etc.)

Total $278,000
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Cost Allocation Methodology

The partners have agreed to pool all the shared costs into a single pool and use a single
methodology to distribute the costs. Displayed below are three different methods the partners
might use to distribute the costs.

Method 1: The access system for the Internet or use of the system by either staff or customers
requires that each person who accesses the data system key an identification code. Total usage
of the system may then be determined by taking the total hours accessed and linking the
identification codes to specific partner programs. The results of this methodology are displayed
in the following table:

Partner System Use (%0) Cost
Partner 1 40 $111,200
Partner 2 30 83,400
Partner 3 20 55,600
Partner 4 10 27,800
Total 100 $278,000

Method 2: The partners have agreed that the costs should be allocated using the methodology of
equal access to data by both partner organizations and potential customers that is of equal benefit
to each of the programs. The results of this methodology are displayed in the following table:

Partner Equal Benefit (%) Cost
Partner 1 25 $69,500
Partner 2 25 69,500
Partner 3 25 69,500
Partner 4 25 69,500
Total 100 $278,000

Method 3: The partners will utilize a data recognition system that allows a tally of the inquiries
(*hits”) to a partner program Web page, links to a partner program, or information related to a
partner program. The hits will then be totaled and the costs allocated on the basis of the hits for
each partner as compared to the total hits to all partner program Web pages or links. The results
of this methodology are displayed in the following table:

Partner Hits Percent Cost
Partner 1 5,000 25 $69,500
Partner 2 8,500 42.5 118,150
Partner 3 3,000 15 41,700
Partner 4 3,500 17.5 48,650
Total 20,000 100 $278,000
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Resource Sharing

Following are three ways in which the partners might choose to fund the costs. These
funding methods correspond to the three cost allocation methods described in the previous

section.

Method 1:

Cost

Partner 1

Partner 2

Partner 3

Partner 4

Computer terminals (complete)

$70,000

Operating system site licenses

$20,000

Printers

3,000

High-speed Internet access and service

$6,000

Network costs (servers, cables, etc.)

$25,000

Web site development and maintenance

100,000

IT maintenance (system)

40,000

Software licenses (resource center)
(word processing, spreadsheets, etc.)

4,000

Software licenses (resource center)
(computer assisted learning, resume
preparation, etc.)

10,000

Cash to/(from) partners

5,200

3,400

(9,400)

800

Total

$111,200

$83,400

55,600

$27,800

Method 2:

Cost

Partner 1

Partner 2

Partner 3

Partner 4

Computer terminals (complete)

$70,000

Operating system site licenses

$20,000

Printers

$3,000

High-speed Internet access and service

6,000

Network costs (servers, cables, etc.)

25,000

Web site development and maintenance

$100,000

IT maintenance (system)

40,000

Software licenses (resource center)
(word processing, spreadsheets, etc.)

4,000

Software licenses (resource center)
(computer assisted learning, resume
preparation, etc.)

10,000

Cash to/(from) partners

(500)

(30,500)

3,500

27,500

Total

$69,500

$69,500

$69,500

$69,500
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Method 3:

Cost

Partner 1

Partner 2

Partner 3

Partner 4

Computer terminals (complete)

$35,000

$35,000

Operating system site licenses

$20,000

Printers

3,000

High-speed Internet access and
service

6,000

Network costs (servers, cables, etc.)

4,500

$20,500

Web site development and
maintenance

100,000

IT maintenance (system)

40,000

Software licenses (resource center)
(word processing, spreadsheets, etc.)

4,000

Software licenses (resource center)
(computer assisted learning, resume
preparation, etc.)

10,000

Cash to/(from) partners

(1,000)

(2,350)

(300)

3,650

Total

$69,500

$118,150

$41,700

$48,650

The payment mechanisms agreed upon by the partners must then be included in the RSA.
If one of the partners provides a third-party in-kind contribution as part of its resources, the value
of the in-kind contribution must be valued at the time of the donation and in accordance with the
requirements outlined in 29 CFR 97.24 or 95.23. If, in the above Method 3 example, Partner 3
provided donated printers as its resource, then the value of the printers would be determined at
the time the printers were donated. If the value of the donation was less than the estimated cost
of the printers, then Partner 3’s resources would need to be further adjusted.
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CASE STUDY NO. 4
Common Services and Associated Costs

Assumptions

1.

Five partner programs are providing co-located services at the One-Stop center.
Three additional partner programs are not co-located at the center but provide
services both on-site and through referrals.

The co-located partners provide common services of intake/eligibility determination,
initial assessment, job search and placement assistance, and career counseling. Note
that these may be designated as core or intensive services by WIA and simply as
allowable services by partner agencies.

The partners have also agreed to share the operational costs associated with co-
location at the center.

The costs have been estimated on the basis of historical and current expenditure
patterns for similar services, and the partners have agreed to reconcile actual costs on
a quarterly basis. The costs are pooled for the purpose of this case study. Each pool
would be comprised of line item costs.

The partners have further agreed that the costs of intake/eligibility determination and
initial assessment will be based on the use of FTEs, with all partner agencies
providing staff to perform the services.

Shared Costs Budget

The partners have followed the steps outlined in Part | of the TAG to develop the list of
shared costs:

July 2002

Facilities costs composed of rent, building janitorial and maintenance costs, security
costs, and grounds upkeep costs, exclusive of the facilities costs associated with the
resource center.

Operating costs composed of utilities (heat and lights), telephone system, staff and
common area furniture, and common supplies (including signage, printed brochures,
unique forms) exclusive of the share of operating costs associated with the resource
center.

Resource center costs composed of staffing costs, fax and copier, subscriptions,
information displays, and employment workshops, and a proportionate share of the
facilities and operations costs based on the square footage of the resource center and
adjacent training rooms.

One-Stop management costs composed of (a portion of) the center director and
reception/appointments staff. The center director charges a program for the other
portion of the costs as a direct cost of the program.

Information technology costs composed of Web site maintenance, common data
programs (eligibility determination, assessment), hardware and software to support
resource center and common staff functions, computer-based training software.
Shared services costs composed of staff and benefit costs expressed as both FTEs and
dollar amounts.
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The partners have developed a proposed shared costs budget and have pooled the costs as
described on the previous page. Each pool is supported by backup documentation on cost
calculations. Each pool also has a description of the costs (above) and a benefit statement. The
budget is displayed below.

Cost Item Yearly Cost Benefit

Facilities Costs $250,000 | Common location will provide easier
customer access to variety of services; single
point of contact for employers will lead to
increased partner program performance.

Operations Costs $125,000 | Operations costs are the costs required for a
common or shared facility to fully function.
Information Technology $260,000 | Common data systems will enhance ability to

coordinate programs and provide common
services to customers more effectively and

efficiently.
Shared Services
Intake & Eligibility 6 FTE A common system for determining eligibility
Determination will enhance staff capabilities and provide
seamless delivery of services to customers.
Initial Assessment 7FTE Provision of initial assessment services will

streamline intake, provide a more effective
referral to services, and enhance staff
capability to understand the full range of One-
Stop services.

Job Search & Placement $225,000 | Employers and clients will receive
Assistance consolidated job-related services, enhancing
the job-matching process and thereby
increasing program performance.

Resource Center $160,000 | A fully functional resource center will
provide customers with additional tools to
assist in the job search and placement process
as well as information on services available
within the community.

One-Stop Management $90,000 | Responsibility for managing the overall
operations of the One-Stop center will
provide for more efficient program operation
and provide a single point of contact to the
public and partner management.
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Cost Allocation Methodology

The partners have agreed to use a variety of cost allocation methodologies to determine
the proportionate share attributable to each partner. The methods are:

Occupancy. Calculation of the dedicated space occupied and used by a partner
program as a percentage of the total dedicated space occupied. The percentage
calculation is applied to common space as well.

Position usage. Calculation of the number of a program’s FTE staff as a percentage
of all One-Stop staff. The FTE is based on authorized staffing levels.

Equal access. A calculation based on the total number of partners sharing equally in
the costs.

Program participation. A calculation based on the number of participants eligible
for and receiving services from a partner program as compared to all participants.
Participants eligible for more than one program will be counted once in each program
for which they are eligible.

Eligibility. A calculation based on the number of participants eligible for a program
compared to the total number of eligible participants.

Weighted time distribution. A calculation based on the number of program eligible
participants receiving a service weighted by the amount of time to perform the service
as determined through a time study.

Facilities Pool: $250,000 Allocation Base: Occupancy

The One-Stop center is 9,000 square feet with 5,000 square feet of dedicated space,
2,500 square feet of common space, and an additional 1,500 square feet associated with the
resource center. The proportionate share of the resource center facilities costs are included in the
Resource Center Pool and are not included in the Facilities Pool.

Square Footage | Common Area Percent Costs
Partner 1 2,500 50 $125,000
Partner 2 500 10 25,000
Partner 3 1,050 21 52,500
Partner 4 600 12 30,000
Partner 5 350 7 17,500
Total 5,000 2,500 100 $250,000
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Operating Costs Pool: $125,000

The pool does not include a proportionate amount of the operating costs attributable to
the resource center, as those costs are included in the Resource Center Pool.

Allocation Base: Position Usage

Positions Percent Costs
Partner 1 10 40 $50,000
Partner 2 2 8 10,000
Partner 3 6 24 30,000
Partner 4 4 16 20,000
Partner 5 3 12 15,000
Total 25 100 $125,000

Resource Center Pool: $160,000

This pool also includes the costs associated with 1,500 square feet of space used for the

resource center and adjacent training rooms.

Allocation Base: Equal Access

Percent Costs
Partner 1 12.5 $20,000
Partner 2 12.5 20,000
Partner 3 12.5 20,000
Partner 4 12.5 20,000
Partner 5 12.5 20,000
Partner 6 12.5 20,000
Partner 7 12.5 20,000
Partner 8 12.5 20,000
Total 100 $160,000

One-Stop Management Costs: $90,000

Allocation Base: Position Usage

Positions (FTES) Percent Costs
Partner 1 10 40 $36,000
Partner 2 2 8 7,200
Partner 3 6 24 21,600
Partner 4 4 16 14,400
Partner 5 3 12 10,800
Total 25 100 $90,000
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Information Technology Pool: $260,000 Allocation Base: Position Usage

Positions (FTES) Percent Costs
Partner 1 10 40 $104,000
Partner 2 2 8 20,800
Partner 3 6 24 62,400
Partner 4 4 16 41,600
Partner 5 3 12 31,200
Total 25 100 $260,000
Intake and Eligibility Determination Pool: 6 FTE Allocation Base: Eligibility

The six FTEs are based on a 40-hour week and 52 weeks a year for a total of
12,480 hours needed to staff the function. This does not necessarily equate to the number of
hours of center operation. Percents have been rounded to the nearest number for presentation
purposes. The total hours have been calculated on the exact percentage attributable to each
partner.

No. Participants Percent Hours
Partner 1 300 41 5,073
Partner 2 38 5 643
Partner 3 180 24 3,044
Partner 4 130 18 2,198
Partner 5 90 12 1,522
Total 738 100 12,480

Initial Assessment Pool: 7 FTE Allocation Base: Weighted Time Distribution

The seven FTEs are based on a 40-hour week and 52 weeks a year for a total of
14,560 hours needed to staff the function. This does not necessarily equate to the number of
hours of center operation. Percents have been rounded to the nearest tenth.

No. Eligible Weight Total Percent Hours
Partner 1 300 1 300 37 5,346
Partner 2 38 15 57 7 1,016
Partner 3 180 .8 144 18 2,566
Partner 4 130 1.6 208 25 3,707
Partner 5 90 1.2 108 13 1,925
Total 738 817 100 14,560
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Job Search and Placement Pool: $225,000

Allocation Base: Program Participation

Percents have been rounded to the nearest tenth. Costs have been rounded to the nearest
dollar. Totals may not add due to rounding.

No. Participating Percent Costs
Partner 1 150 36.1 $81,325
Partner 2 25 6 13,554
Partner 3 115 27.7 62,349
Partner 4 80 19.2 43,374
Partner 5 45 10.8 24,398
Total 415 100 $225,000
Summary Table of Shared Costs
Pool Partner | Partner | Partner | Partner | Partner | Partner | Partner | Partner
1 2 3 4 5 6 7 8
Facilities $125,000 | $25,000 | $52,500 | $30,000 | $17,500
Operating 50,000 | 10000 | 30,000 | 20000 | 15,000
Costs
Resource 20000 | 20000| 20000| 20000 20,000| $20000 | $20000| $20,000
Center
One-Stop 36,000 7200 | 21,600 | 14440 | 10,800
Management
Information 104000 | 20800 | 62400 | 41,600 | 31,200
Technology
JobSearch & | o) ooc | 13564 | 62340 | 43374 | 24398
Placement
Total $416,325 | $96,554 | $248,849 | $169,374 | $118,898 | $20,000 | $20,000 | $20,000
Summary Table of Shared FTEs
Pool Partner 1 Partner 2 Partner 3 Partner 4 Partner 5
Eligibility 5,073 643 3,044 2198 1,522
Determination
Initial
5,346 1,016 2,566 3,707 1,925
Assessment
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Resource Sharing Methodology

The five partners have agreed to fund the shared costs through the provision of staff time
(FTEs) and goods/services.

FTE Resources. Each of the five partners benefiting from the Intake and Initial
Assessment Pools must provide the total number of staff hours for each of the positions indicated
in the cost allocation table. The staff must be from comparable personnel classifications for each
of the two types of positions that were allocated using FTEs. The partners will develop a
schedule for the hours, including provisions for scheduled and emergency leave and hours of
operation. The following table displays the required staff hours for each partner program:

Pool Partner 1 | Partner 2 | Partner 3 | Partner 4 | Partner 5
Intake/Eligibility 5,073 643 3,044 2108 1,522
Determination
Initial Assessment 5,346 1,016 2,566 3,707 1,925

Goods/Services Resources. To fund the six cost pools, the partners have agreed
upon the following provision of goods and services. Each partner will provide resources, and the
partners will review the actual costs on a quarterly basis. Adjustments to the following quarter
resources will be made as appropriate. Note that the pools have been summarized for this case
study. The table below shows the total for each pool that the partners have agreed to provide.
Each total is composed of individual line item costs that must be identified and tracked by the
partner programs.

Pool Partner | Partner | Partner | Partner | Partner | Partner | Partner | Partner
1 2 3 4 5 6 7 8

Facilities $180,000 $70,000
Operating
Costs 80,000 $27,000 $18,000
Resource 16,000 40,000 | 28,000| $56,000 $20,000
Center
One-Stop
Management $90,000
Information 197,000 | 35,000 2,100 | $25,000
Technology
Job Search & | ) 35 5 27,000| 62,000
Placement
Cashto/(from) | 35| 554 | (16051) | 9374| 898 (100)|  (5000)
Partners
Total $416,325 | $96,554 [$248,849 |$169,374($118,898 | $20,000 | $20,000 $20,000
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PART Il

ETA GRANT PROGRAMS FINANCIAL
MANAGEMENT

INTRODUCTION

Part 11 of the Comprehensive Financial Management Technical Assistance Guide (TAG)
is designed to provide the financial and administrative requirements applicable to Employment
and Training Administration (ETA)-funded programs functioning as required partners in the
One-Stop system. This section of the TAG amplifies the Workforce Investment Act (WIA or
“the Act”) and the accompanying regulations, clarifies expectations, addresses issues commonly
occurring in the field, identifies operational problems and possible solutions, models best
practices, and provides suggestions and techniques to ensure compliance. Part Il is modeled
after the Welfare to Work (WtW) Financial Management TAG issued in June 1999. It contains
the common requirements for grants and financial management found in 29 Code of Federal
Regulations (CFR) Parts 95 and 97 applicable to all ETA grant programs. The section also
includes an appendix listing all the specific regulatory requirements for each of the programs.
As stated in the Preface to this TAG, the WIA specifies that a number of ETA-funded programs
participate in and deliver core services through the One-Stop system established under Title I.
These programs are as follows:

1) WIA Title | programs, serving

(i) Adults
(it) Dislocated workers
(iif) Youth

(iv) Job Corps
(v) Native Americans
(vi) Migrant and seasonal farmworkers

(2) Wagner-Peyser Act programs

3) Welfare-to-Work programs

4) Senior community service employment programs

5) Trade Adjustment Assistance and North American Free Trade Agreement
(NAFTA) Transitional Adjustment Assistance activities

(6) State unemployment compensation programs (in accordance with applicable
Federal law).

The Veterans’ Workforce Investment program funded by the United States (U.S.)
Department of Labor (DOL) Assistant Secretary for Veterans is also authorized under Title | of
the Act. However, it is not an ETA-funded grant program. Specific references to the Veterans’
program are limited to those provisions that apply to all WIA Title | programs.
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The specific entities that serve as One-Stop required partners are listed in 20 CFR
662.220. 20 CFR 662.220(a) and (b)(3) list the specific entities that are required partners under
WIA Title I programs, and these entities include the grant recipient and/or administrative entity
of the local area, and national programs such as Job Corps, the Indian and Native American
(INA) program, and Veteran’s Workforce Investment programs. This listing does not include
the national grants funded under Title | such as National Emergency grants, the Youth
Opportunities grants, and other pilot or demonstrations programs. The organizations operating
these programs may and will participate in the One-Stop. While these are ETA-funded
programs, the requirements applicable to these programs have not been included in the TAG as
they are not considered to be required partners.

INTENDED AUDIENCE

This section of the Comprehensive Financial Management TAG addresses the financial
and grant management requirements to which all ETA-funded programs providing services
within the One-Stop system must adhere when providing services under their particular program.
Again, the TAG targets State, local, and other grant staff responsible for ensuring that the ETA
programs not only provide the necessary program services but also are properly managed and
fiscally sound. While financial management personnel may be the primary and most frequent
users of this TAG, program administrators and staff are also part of the intended audience.

HOW PART Il IS ORGANIZED

This Introduction describes the ETA-funded programs operating as required partners in
the One-Stop system and the intended audience for Part Il, and serves as a user guide by
describing the contents of each chapter.

Chapters 11-1 through 11-15 address the financial management and administrative issues
applicable to these ETA programs. An overview of each chapter is given in the following
paragraphs.

Chapter 11-1, Fund Distribution, provides guidance on the various funding mechanisms
available to obtain funds under the ETA programs that are either authorized under the Act or
ETA-funded required partners in the One-Stop system. The funding mechanisms include
formula awards as well as discretionary and competitive grant awards. The chapter also contains
a number of charts that display the flow of funds from ETA to grantees.

Chapter 11-2, Financial Management Systems, describes the elements of an acceptable
financial management system as specified in the Uniform Administrative Requirements codified
in 29 CFR Parts 95 and 97. These requirements provide the framework to effectively implement
and manage grant funds.

Chapter 11-3, Cost Principles, provides guidance to ETA grant recipients and
subrecipients on the allowable cost principles embodied in Office of Management and Budget
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(OMB) Circulars A-21, A-87, and A-122, and the Federal Acquisition Regulations (FAR) at 48
CFR Part 31.

Chapter 11-4, Allowable Costs, provides guidance on both allowable and unallowable
costs by type of organization as specified in OMB Circulars A-21, A-87, and A-122, and the
FAR at 48 CFR Part 31, including a discussion of prior approval requirements. The chapter also
addresses allowable and unallowable activities specified in either regulations or legislation and
contains a matrix of allowable and unallowable costs as described in the circulars.

Chapter 11-5, Cost Classification, provides guidance on proper classification of direct
costs to cost categories and program activities. It includes a discussion of the WIA Title 1
definition of administrative costs and the applicability of this definition to ETA grant programs,
and a discussion of the combined administrative funding streams available under WIA Title |
formula grants.

Chapter 11-6, Cash Management, discusses the requirements for cash management
contained in the Uniform Administrative Requirements, including the applicability of the Cash
Management Improvement Act (CMIA). The chapter also provides an overview of the Payment
Management System (PMS) used to draw down funds. It provides guidance on efficient and
effective cash management for grantees and subgrantees, and discusses the use of a drawdown
system for meeting immediate cash needs. A summary of cash management techniques is also
included as an attachment to the chapter.

Chapter 11-7, Program Income, discusses what is and is not included in program income,
how to account for it, and what requirements apply to its use. It also provides a discussion of the
different treatment of interest for programs funded under WIA Title 1.

Chapter 11-8, Cost Allocation and Cost Pooling (Non One-Stop Shared Costs), provides
guidance on cost allocation principles, methods of allocating costs, the use of cost pools, the
development of cost allocation plans (CAPs), and allocation of personal services costs to ensure
that grant costs are properly and equitably distributed to the benefiting cost objectives. The
chapter focuses on indirect and shared direct costs of the grants, rather than the shared costs of
the One-Stop system.

Chapter 11-9, Financial Reporting, provides a description of the required WIA Title |
formula financial reports (ETA 9076A-F), WtW financial reports (ETA 9068), the reporting
form for Trade Adjustment Assistance (TAA)/North American Free Trade Act/Transitional
Adjustment Assistance (NAFTA/TAA) (ETA 9023), and the Standard Form (SF) 269 reporting
as it applies to ETA grant programs. Also included in the chapter is a discussion of the
electronic reporting system in use for many of the grants. The chapter further provides guidance
on subrecipient reporting and a review of participant reporting issues. It also includes a
discussion of the reporting of non-Federal resources expended for grant purposes and links to
potential stand-in costs.
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Chapter 11-10, Procurement, provides a discussion of basic procurement requirements
applicable to grantees and subgrantees. It also provides guidance on required contract clauses
and assurances and includes a discussion of fixed-price performance-based contracts.

Chapter 11-11, Property Management, addresses the property management requirements
of ETA grant programs and the relevant OMB circulars and related regulations.

Chapter 11-12, Audits and Audit Resolution, outlines audit requirements under the Single
Audit Act, OMB Circular A-133, and DOL regulations at 29 CFR Parts 96 and 99. It provides
guidance on the resolution of audit findings and administrative appeals, including the appeals
process contained in 20 CFR Part 667 Subpart H. It also includes a discussion of the use of
“stand-in” costs.

Chapter 11-13, Disposition of Disallowed Costs, provides a discussion of the methods
available to grantees and subgrantees for the payment of disallowed costs, including the waiver
of liability and the offset provisions contained in 20 CFR Part 667, Subpart G.

Chapter 11-14, Records Retention, provides guidance to grantees and subgrantees on
proper maintenance of financial and programmatic records that must be accessible to authorized
Federal and State staff and that are subject to monitoring, reporting, and audit.

Chapter 11-15, Agreement Closeouts, explains each recipient’s responsibilities and
provides guiding principles for developing closeout procedures at all levels. It also includes the
closeout documents currently used by the ETA and instructions for their completion.

CAUTIONS

The information provided in Part Il of the TAG is intended to aid ETA-funded partner
agencies in administering their particular grant(s) and subgrant(s). It is not intended to supplant
or replace regulations and requirements contained in applicable OMB circulars and the Uniform
Administrative Requirements for Grants and Cooperative Agreements to State and Local
Governments; Final Rule (the “Common Rule”) but to provide practical examples and
clarification. Wherever the TAG is quoting the Act or the regulations, citations are provided
immediately following the reference.

Appendices A through E provide additional resources for the user; Appendix D contains
a comprehensive glossary. Within the regulations, legislation, and circulars, there may be more
than one definition of a single term. To the extent possible, this TAG uses the more extensive
definition or the definition found in the legislation. In addition, some terms may have similar
definitions that may be named differently, i.e., grant and award. If in any instance the definitions
or their use in this TAG appear to conflict with the Act or Federal regulations applicable to each
ETA-funded program, such conflict must be resolved in favor of the Act and the regulations,
which take ultimate precedence.

July 2002 l1-Intro-4 Part 11 Introduction



Chapter II-1

Fund Distribution

INTRODUCTION

This chapter provides a discussion of the various funding mechanisms available to obtain
funds under the ETA-funded grant programs addressed in this TAG and identified as One-Stop
partners. It contains the following sections:

e Federal Budget Process
e WIA Allotments and Allocations
¢ Non-WIA Allotments and Allocations.

Following the last section, Charts I1-1-1 through 11-1-11 provide schematic presentations
for fund distribution under these programs. Chart 11-1-12 provides a schematic presentation of
fund availability for WIA Title | programs.

FEDERAL BUDGET PROCESS

The Federal budget process begins approximately 19 months before the beginning of the
fiscal year for appropriated funds. At that time, OMB develops economic assumptions and
establishes general budget and fiscal policy guidelines to be followed by Federal agencies. The
OMB issues formal instructions on the budget process to agencies that include the economic
assumptions, guidelines and policies, and budget ceilings. Based on these preliminary
instructions and ceilings, ETA instructs the program offices to develop budget projections. In
May, ETA receives formal instructions on the budget process from the DOL. The ETA then
prepares, finalizes, and submits the budget request to the DOL Departmental Budget Center in
early July. During July and August, the DOL reviews and accepts or rejects the agency budgets
and hears agency appeals. The DOL submits the DOL budget, including the ETA budget, to
OMB in early September. OMB then reviews the budgets, conducts budget hearings, and works
with the various Federal agencies to finalize each agency budget. ETA works with the DOL to
prepare the final budget materials for the President’s budget and for the Congressional
committee hearings. The President’s budget is submitted to Congress within 15 days after
Congress convenes in January.

Between January and September, the budget is acted upon by Congress. Congressional
budget committee hearings are held, and a first concurrent budget resolution is issued by
April 15. Congress completes its action on the concurrent budget resolution by May 15.
Congressional appropriations subcommittees hold hearings and review budget justifications.
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Appropriation bills, once approved, are sent to the President for approval or veto. Congress must
complete action on the appropriations or spending bills by September 30 or enact a continuing
resolution.

When the appropriation is approved, a warrant is drawn by Treasury and forwarded to the
Federal agencies. Ten days after the appropriation is approved, ETA submits an apportionment
request to OMB. OMB makes the apportionment 30 days after approval. When the
apportionment has been made by OMB, ETA allots funds to programs.

WIA ALLOTMENTS AND ALLOCATIONS
Title IB Adult, Dislocated Worker, and Youth Programs

Congress appropriates the funds for WIA Title IB programs by the funding streams for
Adult, Dislocated Worker, and Youth programs. Under the Governor-Secretary Agreement,
funds are authorized for expenditure through a grant agreement (and associated Notices of
Obligation (NOOs)) entered into on a program year (PY) basis between the Governor (or
designated representative) and the Secretary or the Grant Officer. For States, funds are available
for expenditure during the PY of allotment and the two succeeding PYs. For local areas, funds
are available for the year of allocation plus one succeeding year.

Of the funds allotted to a State for Adult, Dislocated Worker, and Youth activities, the
State may reserve up to 15 percent of the funds for Statewide activities, including 5 percent
reserved for State administrative activities, and may reserve up to 25 percent of the funds
available in the Dislocated Worker funding stream for statewide rapid response activities. The
remaining funds must be allocated to local areas in accordance with WIA Sections 128 and 133
and the regulations at 20 CFR 667.130. Should the Governor decide to develop a discretionary
formula to allocate adult or youth funds, the State Board must assist the Governor in the
development of such formulas. The formulas for allocation of Adult activity funds are found at
20 CFR 667.130(d). The allocation formula criteria for Dislocated Worker programs are found
at 20 CFR 667.130(e). The allocation formulas for distribution of Youth activity funds are found
at 20 CFR 667.130(c). Charts 11-1-1 through 11-1-3 at the end of this chapter show the
distribution of funds for Title IB programs. Chart 11-1-12 shows the periods of fund availability
for WIA Title | funds.

In addition, the Governor may elect to apply the “hold-harmless” provisions of 20 CFR
667.135 in the allocation of Adult or Youth funds to local areas. No hold-harmless provisions
are available for the Dislocated Worker funds allotted to the State.

The Adult and Dislocated Worker programs are authorized to transfer up to 20 percent of
the PY allocation between them. The Governor must approve such transfers. No transfers of
funds are authorized for the Youth program. [20 CFR 667.140]

Title 1B funds are allotted on both a PY and fiscal year (FY) basis. PY funds are
available for expenditure beginning on July 1, which is the start of the PY. For example, PY
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2002 funds will be available on July 1, 2002. FY funds are available on October 1 of calendar
year preceding the FY. For example, FY 2003 funds are available on October 1, 2002. Title IB
PY Youth funds are available on April 1 of the appropriate PY. For example, PY 2002 Youth
funds are available on April 1, 2002. All funds, including Youth and FY allotments, expire on
June 30, three years after the start of the PY of allotment. For example, all Title IB PY and FY
2002 funds will expire on June 30, 2005.

The Title IB Adult and Dislocated Worker programs are also subject to the recapture and
reallotment of funds provisions addressed in 20 CFR 667.150. The Governor must follow the
guidelines set forth at 20 CFR 667.160 in reallocating Adult, Youth, or Dislocated Worker funds
among the local areas.

Title IC Job Corps Program

The funds appropriated for Job Corps activities conducted under WIA Title IC are
awarded through a competitive process. A Request for Proposal (RFP) is issued by the ETA, and
contracts are awarded to operate centers and provide operational support services. The Secretary
enters into cooperative agreements for the funding of civilian conservation centers funded under
Title IC with other Federal agencies. The regulations at 20 CFR 667.105(e) provide the
requirements for Job Corps fund distribution. Chart 11-1-4 also provides a flow chart detailing
the distribution of funds.

Title ID Indian and Native American (INA) Program

The provisions of the INA program that address eligibility for funds are found at
20 CFR 667.105(c) and 20 CFR Part 668, Subpart B. These provide that funds are awarded on a
competitive basis for a two-year period. A succeeding two-year period may be awarded to the
same recipient on a noncompetitive basis if the conditions at 20 CFR 667.105(c)(i-ii) are met.
To compete for awards, prospective grantees must meet the requirements of 20 CFR 668.200 for
attaining designation as an INA grantee. Entities potentially eligible for designation are
Federally recognized Indian tribes, tribal organizations as defined in 25 United States Code
(U.S.C.) 450b, Alaska native-controlled organizations (“native” is defined in the Alaska Native
Claims Settlement Act), Native Hawaiian-controlled entities, Native American-controlled
organizations serving Indians, and consortia of eligible entities. The regulations contain
provisions for prioritizing designations, determining an eligible organization’s ability to
administer the funds, and termination and appeal rights related to designation.

Of the funds appropriated for INA activities, ETA may reserve up to one percent for
technical assistance and training activities. The remaining funds are allocated to INA-designated
grantees utilizing the formula found at 20 CFR 668.296(b).

Supplemental youth services funding is allocated to INA-designated grantees utilizing the

formula contained in 20 CFR 668.440(a). Hold-harmless and reallocation provisions are also
contained in 20 CFR 668.440. Chart I1-1-5 shows the fund distribution for INA programs.
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Title ID National Farmworker Jobs Program

Awards for the National Farmworker Jobs program (NFJP) are allocated to eligible
entities on a competitive basis every two years for a two-year period [20 CFR 667.105(d)] and
may be renewed for the succeeding two-year period if the conditions at 20 CFR 667.105(d)(i-ii)
are met. Eligible entities are defined in the regulations at 20 CFR 669.200(a). Eligible entities
must have an understanding of the problems faced by program eligible farmworkers and their
dependents and a familiarity with local agricultural industry and labor market needs. They must
also demonstrate the capacity to administer the program and have the capacity to work
effectively as a One-Stop partner.

Of the funds appropriated for NFJP activities, up to six percent may be reserved for
discretionary purposes, including grantee technical assistance and farmworker housing activities.
The remaining 94 percent must be allocated to State service areas under a formula published in
the Federal Register. The competitive grants are awarded for services within the State service
area. Chart I1-1-6 shows the fund distribution for the NFJP.

NON-WIA ALLOTMENTS AND ALLOCATIONS
Employment Services

Funds are allocated to States for Employment Services utilizing the statutory funding
formulas contained in Section 6 of the Wagner-Peyser Act, as amended. States are presented
with preliminary and final planning estimates based on historical data. The National Reserve
funds contain an estimated amount set aside for State postage costs, funds for employment
activities conducted by the Territories, and a three-percent reserve required by law. The
remaining funds are allocated using the formula factors described in the Wagner-Peyser Act.
States may also receive funds from the three-percent reserve if they meet certain criteria.
Additional information on Employment Services allotments may be found on the ETA Budget
Web site, http://www.doleta.gov/budget/statfund.asp.  Chart 11-1-7 displays Employment
Services fund distribution.

Unemployment Insurance Programs

Unemployment compensation administrative funds are allocated to States based on an
administrative formula rather than on a statutory formula. Planning estimates are provided to
State agencies based on historical funding levels. There are seven factors for the final
determination of base-level operations funding. In addition, States may receive contingency
funding based on additional workload factors through supplemental Unemployment Insurance
(UI) budget requests. Additional information on Ul allotments may be found on ETA’s Budget
Web site, http://www.doleta.gov/budget/statfund.asp. Chart I1-1-8 displays Ul fund distribution.
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Senior Community Service Employment Program (SCSEP)

Funds are allotted for the Senior Community Service Employment program (SCSEP) for
older workers based on the statutory funding formula contained in the Older Americans Act,
Title V, Section 506. Of the funds available for grants to States and nonprofit “National
grantees,” 78 percent are allotted to the National grantees and 22 percent are allotted to the
States. In addition, Section 507 requires that the amounts allotted to the States and National
grantees serving each State must be equitably distributed among the States and within each State,
based on need and on State priorities indicated in the State plans. The ETA Budget Web site,
http://www.doleta.gov/budget/statfund.asp, provides additional information on the funding
formula for the SCSEP. Chart I1-1-9 displays the SCSEP fund distribution.

Trade Adjustment Assistance (TAA)/North American Free Trade Act/Transitional
Adjustment Assistance (NAFTA/TAA)

Funds for TAA/NAFTA/TAA training services are made available to States through the
State agency responsible for administering the Employment Services and Ul funds. States
request obligational authority (or funding) to meet identified needs for eligible participants.
These requests are submitted on a quarterly basis, or as needed, to ETA along with the program
expenditures. The funds are broken out by Administration and Training classifications, and the
fund requests are based on petition flow, Worker Adjustment and Retraining Notification Act
(WARN) notice, and layoff notices received or known by the State agency. Additional benefits
such as job search/relocation funds may be available for participants as needed.
TAA/NAFTA/TAA benefits are supplemental unemployment compensation and are requested in
the same manner as supplemental Ul benefit requests. Chart 11-1-10 displays fund distribution
for the TAA/NAFTA/TAA program.

Welfare to Work (WtW) Programs

Of the total funds appropriated (less certain set-asides) by the Congress for WtW
activities, 75 percent are reserved for formula grants to States. WtW funds are provided to the
States in accordance with the allotment procedures described in the authorizing WtW legislation
at Section 403(a)(5)(A)(vi)(l) of the Social Security Act. The total Federal funds available to
each State are also based on the amount of matching funds to be provided by the State.
Allotment of WtW funds is for expenditures on a Federal FY basis, and the funds are available
for expenditure over a three-year period.

At least 85 percent of the funds allotted to a State must be allocated to local area grantees.
The Governor is required to establish a formula for the distribution of funds to the local area
grantees that is based on the factors described in Section 403(a)(5)(A)(vi)(l) of the Act. The
factors are also described in 20 CFR 645.410(a)(2-3). In the event that the funds allocated to a
local area grantee according to the State’s distribution formula are less than $100,000, these
amounts are retained at the State level for use in special projects.
[20 CFR 645.410(a)(4)] The remaining 15 percent of the State allotment is reserved for use at
the State level to fund projects designed to transition long-term welfare recipients into
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unsubsidized employment. [20 CFR 645.410(b)] Chart I11-1-11 shows the distribution of WtW
formula funds.

Of the total funds appropriated by the Congress for WtW activities, approximately
25 percent are used by the DOL to directly fund, on a competitive basis, projects with a broad
spectrum of community-based organizations, local area grantees, or political subdivisions such
as local governments. The grants are awarded based on proposals submitted to the ETA Grant
Officer in accordance with criteria published in the Federal Register.

Welfare-to-Work funds may be spent on long-term welfare recipients, certain non-
custodial parents, and “other eligibles”, e.g., welfare recipients with significant barriers to self-
sufficiency and low-income custodial parents. [20 CFR 645.212 & 645.213] Grantees may
spend no more that 30 percent of grant funds on services to individuals determined eligible under
the “other eligibles” category.
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Chart 11-1-1

Formula Fund Distribution

WIA Tit

le IB — Adult

Federal Appropriation

100% State Allotment

Up to15% Statewide Activities
includes 5% Administration

At least 85% Sub-State Allocation
includes 10% Administration

Up to 20% transfer to/from
Dislocated Workers

July 2002

Allocation Formula

33.3% unemployed in areas

of substantial unemployment
33.3% excess unemployed
33.3% disadvantaged

_Or_

Discretionary Governor’s
Allocation Formula

At least 70% on above bases

Up to 30% additional factors
-excess poverty
-unemployment > State avg.
-factors developed by State
Board

1-1-7

90% hold harmless
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Chart 11-1-2

Formula Fund Distribution
WIA Title IB — Dislocated Worker

Federal Appropriation

|
100% State Allotment

Up to15% Statewide Activities

[0) -
Includes 5% Administration At least 60% Sub-State Areas

Up to 25% Rapid Response

Governor’s Allocation Formula

Base:
Ul Data
Up to 20% transfer Unemployment Concentrations
to/from Adult Programs Plant Closings/Layoffs

Declining Industry

Farmer/Rancher Economics
Calculated once per year but can be
amended annually

No hold harmless
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Chart 11-1-3

Formula Fund Distribution
WIA Title IB — Youth

Federal Appropriation
I

100% State Allotment
|

Up to 15% Statewide Activities
Includes 5% Administration

At least 85% Local Allocation
Includes 10% Administration

July 2002

Allocation Formula

No program 33.3% unemployed
transfers 33.3% excess unemployed
33.3% disadvantaged youth

_Or_

Discretionary Governor’s
Allocation Formula

At least 70% on above bases

Up to 30% additional factors
-excess poverty
-unemployment > State avg.
-factors developed by State
Board

90% hold harmless
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Fund Distribution
WIA Title IC — Job Corps

Federal Appropriation

ETA Job Corps National Office

Chart 11-1-4

DOL Job Corps
Regional Offices

OFAM/OGCM

OASAM Business
Operations Center

Conservation
Agencies
(USDA/USDI)

Contracts for
Center
Operations™

Job Corps Facility
Contracts* (A/E
and Construction

Job Corps IT
Support Contracts

Operation of 28
CCCs, staffed
primarily by
Agency personnel

Contracts for
Outreach and
Admissions
Services*

Job Corps
Operational
Support Contracts*

Contracts for
Career Transition
Services*

Other Misc.
Contracts and
Purchase Orders

*With isolated exceptions, these contracts are issued on a competitive basis.

July 2002

11-1-10
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Chart 11-1-5

Fund Distribution
WIA Title ID — Native American Programs

Federal Appropriation

1% Technical Assistance Competitive Grants

S — o

SGA/NOI

Criteria:

oL egal Status
* Ability to administer program
* (New Entity) population within area
sufficient to receive $100,000
(20 CFR 668.200)
Unless applying for funds under
PL 102

|
|
|
|
Z
>
)
D
X,
«Q
>
=4
=4
>

2-Year Grants

\_‘

Allocation Formula

Federally recognized tribes

Tribal organizations

Alaska Native organizations

Native Hawaiian organizations

Native American controlled organizations
Consortia of above

25% number employed
(INA service area)

75% number in poverty
(INA service area)

Allocation Formula

Title IB Youth
668.440(a)
[Supplemental Youth funds
for Sec 16 grantees]

July 2002 1-1-11 Fund Distribution



July 2002

Chart 11-1-6

Fund Distribution
WIA Title ID — National Farmworker Jobs Program

Federal Appropriation

6% discretionary purposes

11-1-12

94% funds allocated to state service
area

Based on a formula published in the
Federal Register 669.240(a)

Competitive Grants
(2-year period)

Eligible Organizations

Criteria:

 Understanding of problems of
eligible population

 Familiarity with agricultural
industry and labor market needs

» Capacity to administer program

« Capacity to work as One-Stop
partner

Fund Distribution



Fund Distribution

Employment Services

Federal Appropriation

National Level Reserve

Chart 11-1-7

Allotment to States

after Reserve

Postage Territories 3% Reserve 3% Reserve Basic Formula | | Basic Formula
Estimated Guam & Virgin | | Subtracted for Allotment Allotment Allotment
amount set Islands National | States meeting 33% # 66.6% relative
aside covers From total Reserve certain criteria unemployed in # individuals in
State postage amount, funded | | Required by may receive each state, as Civilian Labor
costs paid to 100% of law additional compared with Force as
USPS allotment funds from total # such compared to

% of previous National 3% people in all total # like
year’s total Reserve States people in all
States
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Chart 11-1-8

Fund Distribution
Unemployment Insurance

Federal Appropriation

Allotment to States

Base Level Operations

States are provided with preliminary and
final planning estimates of projected

allotments

Contingency Funding

Based on additional workloads
experienced

Regular Base Staff Methodology

Staff and employers needed to
process Ul claims

Other Items
» Automation grants payback
e SESA retirement funds
» Shortfall assessment

Factors:
» \Workload forecasts

» Allowable minutes per unit factors

» Hold harmless provisions
* Voluntary withholding
» Personnel compensation costs

* Administrative Staff and Technical

(AS&T) Staff
* Nonpersonnel services (NPS)

July 2002

11-1-14
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Fund Distribution
Senior Community Service Employment Program

Federal Appropriation

National Reserve

o %% Territories

e Uptol1/2% Sec. 502(e)
Activities (Employment
opportunities with private
business concerns)

¢ Indian, Asian, and Pacific
Islander (% at the
discretion of the Secretarv)

Formula Allotments
(Remainder of Appropriation)

Hold harmless at Year 2000 level
for funds allotted to each state*

Allotment formula is the product
of the number of people 55 and
older and an inverse per capita

National Grants and
Contracts

78% of total

Currently 10 grantees but
expected to increase when
competition for funds begins

income
|
|

Chart 11-1-9

Allotments to States

22% of total

*The relative amounts allotted to States and National Grantees changes if
amount appropriated exceeds Year 2000 hold harmless level.

July 2002
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Fund Distribution
Trade Adjustment Assistance and NAFTA/TAA

Federal Appropriation

TAA Allotments

NAFTA/TAA Allotments

Training

State
Admin

Job Search & Training

Relocation Services

State agency
identifies need

Petition flow, WARN,
and layoff notices

obligational authority to ETA

Submit Request for

(ETA 9023)

Once Approved
NOO Issued

July 2002

11-1-16
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Benefits

State Unemployment
Compensation Agencies

As needed, submit request
Ul process

Extended benefits

Fund Distribution



Chart 11-1-11

Formula Fund Distribution
Welfare-to-Work

Federal Appropriation

l

State Allotment

15% Governor’s Projects 85% Sub-State Allocations
Allocation Formula
+
50% or more
Factor 1 — Population of low income
> 7.5% ]
Special Rule Distribution 50% or less
Allocation <$100 000 Factor 2 — TANF & 30 months or more
' Factor 3 — Number of unemployed

l ¢

Total Governor’s Projects Special Rule Distribution

/\ Allocation <$100,000

CBO Local Area Labor Others Allocations >$100,000
Grantees | | Organizations Local Area Grant;ees

dl

30% maximum requirement 30% maximum requirement
applies to each and every project applies to each allocation

July 2002 1-1-17 Fund Distribution



Chart 11-1-12

Workforce Investment Act of 1998
Period of Fund Availability

Year 1 Year 2 Year 3 Year 4 Year 5

Local
(LWIA)

States

Demos, pilots,
multi-service,
research, & multi-
States projects

Youth
Opportunity
Grants

Specified | inGrant | Award*

Native American
Programs

Migrant &
Seasonal
Farmworkers
Programs

Funds will be made available beginning on: -July 1 for Adult & Dislocated Workers Programs
-April 1 for the Youth Program

*An appropriation is available for a maximum of five years from the beginning of the program
year or fiscal year, as applicable. Funds obligated under the WIA, Sections 171 and 172, are

available until expended.
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Chapter II-2

Financial Management Systems

INTRODUCTION

The administrative rules applicable to the use and protection of ETA grant funds are
found in DOL regulations for the management of grant funds at 29 CFR Part 97 and 29 CFR Part
95. The rules applicable to State, local, and Indian tribal governments are contained in 29 CFR
Part 97, and 29 CFR Part 95 contains the rules applicable to institutions of higher education and
other nonprofit organizations. The DOL has also extended the rules in Part 95 to commercial
organizations that function as either recipients or subrecipients of ETA grant funds. In addition
to specific rules on property management, payments, reporting, and a number of other grant
management topics, both Parts 97 and 95 lay the framework for grant management through the
definition and description of a system that properly accounts for and manages grant funds.

This chapter contains the following sections:

e Regulations and Requirements
e Financial Management System Standards.

REGULATIONS AND REQUIREMENTS

The requirements for the administrative and financial management systems applicable to
governmental entities are specified in 29 CFR Part 97. Under the section titled Standards for
Financial Management Systems, 29 CFR 97.20(a) specifies the requirements for administrative
and financial management systems for States, and 97.20(b) contains the requirements for local
governments, Federally recognized Indian tribes, and subgrantees.

The requirements for administrative and financial management systems applicable to
institutions of higher education, hospitals, other nonprofit organizations, and commercial or for-
profit organizations that function as subrecipients or recipients of ETA grant funds are specified
in 29 CFR 95.21.

The requirements for both governmental and nongovernmental organizations are
substantially the same, with the exception of States. For States, adherence to the requirements of
29 CFR 97.20(a) will mean that each State must expend and account for grants in accordance
with the State laws and procedures for expending and accounting for its own funds as long as
State procedures do not conflict with the WIA or other Acts, grant requirements, or DOL
regulations. Where State procedures are in conflict, such conflict must be resolved in favor of
the Federal requirements.
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FINANCIAL MANAGEMENT SYSTEM STANDARDS

Both 29 CFR 97.20(b) and 95.21(b) establish a set of standards that must be included in

the financial management systems of grantees and subgrantees. Each of these seven standards is
discussed below:

Financial Reporting. Accurate, current, and complete disclosure of the financial results of
ETA grant activities must be made in accordance with ETA grant reporting requirements.
This means that the allowable costs reported to the Federal funding source must be traceable
to accounting records. In addition, all allowable costs and activities must be reported, and
the reports must be submitted in the format specified by the ETA. For WIA Title IB grants,
this report is the WIA Quarterly Financial Status Report (ETA 9076A-F). For the WtW
program, the format is the ETA 9068. The approved report format for INA programs is the
ETA 9080, and for the TAA/NAFTA/TAA program, the ETA 9023. For other grants
addressed in this TAG, and for TAA benefits funds, the report is the SF 269. ETA requires
reports to be made on an accrual basis. A further discussion of reporting requirements is
found in Chapter 11-9, Financial Reporting.

Accounting Records. All grantees must keep records that adequately identify ETA grant
funds. The records must contain information pertaining to grant or subgrant awards and
authorizations, obligations, unobligated balances, assets, liabilities, outlays or expenditures,
and income. The records must be maintained in accordance with Generally Accepted
Accounting Principles (GAAP). Grantees and subgrantees may use either the cash or the
accrual method of accounting; however, expenditures must be reported to the ETA on an
accrual basis. If the records are maintained on a cash basis, the grantee or subgrantee must
usually maintain a set of linking records, typically accrual spreadsheets, so that the reported
costs are traceable during monitoring or auditing to the official accounting records or books
of account.

Internal Control. Effective control and accountability must be maintained for all grant and
subgrant cash, real and personal property, and other assets. Internal controls are designed to
provide safeguards for Federal funds. For example, payments may not be authorized solely
by an employee who also has the authority to sign checks. Internal controls for property
often are inherent in the inventory system that tracks purchases and locations or use of
property procured with grant funds. Grantees must adequately safeguard all such property
and must assure that it is used solely for authorized ETA grant activities, including shared
One-Stop activities.

Budget Control. Actual expenditures or outlays must be compared with budgeted amounts
for each grant or subgrant. This is often referred to as a “planned vs. actual” analysis. The
results of such analysis are used to preclude overspending and/or to modify contracts and
grant agreements. For non-formula grants, the information is also used to ensure compliance
with the budget line item flexibility provision specified in the grant terms and conditions.
Financial information must be related to performance or productivity data, including the
development of unit cost information whenever appropriate or specifically required in the
grant or subgrant agreement. This information should be used in developing plans and
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monitoring. A further discussion of budgets as they relate to the shared costs of One-Stop
operations is found in Chapter 1-2, Shared Costs Budgets.

e Allowable Costs. Applicable OMB cost principles, ETA grant regulations, and the terms of
the grant and subgrant agreements must be followed in determining the reasonableness,
allowability, and allocability of costs. Only allowable costs may be charged to an ETA-
funded grant, and no grant may pay for more than its fair share of the costs (allocability).
This means that the grantee must determine what costs incurred by the organization are
allowable, following the guidelines specified above. A more detailed discussion of allowable
costs is found in Chapters 11-3, Cost Principles, and 11-4, Allowable Costs.

e Source Documentation. Accounting records must be supported by source documentation
such as canceled checks, invoices, purchase orders, paid bills, payrolls, time and attendance
records, contract and subgrant award documents, tax records, etc. Source documentation is
the proof that costs reported to the granting agency are, in fact, allowable and allocable to the
grant. This source documentation must be available for review by awarding agency
representatives and auditors and directly relate to the costs claimed on financial reports.

e Cash Management. Procedures for minimizing the time elapsing between the transfer of
funds from the U.S. Treasury and disbursement by grantees must be followed whenever
advance payment procedures are used. When advances are made by Payment Management
System (PMS)/electronic transfer of funds (ETF) methods, the grantee must forecast cash
needs to ensure that cash is received as close as possible to the time of actual disbursement.
Grantees must also monitor the cash received by their subgrantees to minimize cash on hand.
In addition, they must ensure that the subgrantees’ cash management procedures conform
substantially to the same standards of timing and amount that apply to the awarding entity. A
further discussion of the cash management requirements is found in Chapter 11-6, Cash
Management.

In addition, 29 CFR 95.21(a) requires that all nongovernmental recipients relate the
financial results of the program to program performance information and develop unit cost data
“whenever practicable.” In practical terms, this requirement specifies that grantees compare the
costs associated with the program to the results achieved by that program. A simple example of
this would be to divide the costs of a job placement contract by the number of placements,
resulting in a “cost per placement.”

An awarding entity may review the adequacy of the administrative and financial
management system of any grantee/subgrantee/competitive grantee/cost contractor as part of a
pre-award review or at any time subsequent to award. At a minimum, these systems will be
reviewed as part of the required annual audit of the organization. Processes and procedures
should be documented through the development of manuals or policy directives that clearly state
exactly how the grantee/subgrantee/cost contractor will adhere to these requirements. The
adequacy of the systems may impact on future funding or result in the imposition of corrective
action plans. The standards contained in this chapter form the basis for the overall financial
management of ETA grant funds. Many of the subsequent chapters of this TAG are designed to
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provide ETA grant operators with practical guidance on methods for developing adequate
systems and complying with these Federal financial management requirements.
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Chapter I1-3

Cost Principles

INTRODUCTION

This chapter provides guidance to ETA-funded grantees and subgrantees on Federal cost
principles that define when and how costs can be charged to grants. The material in this chapter
also forms the basis for the discussion of allowable and unallowable costs found in Chapter 11-4,
Allowable Costs.

For each of the programs addressed in this TAG, the authorizing legislation provides
guidance on the types of program activities that are authorized. Grantees of ETA-funded
programs are generally provided wide latitude in designing programs that meet the needs of their
local workforce area and comply with the requirements of the legislation and regulations.

Guidance on allowable costs is found in a series of Federal guidelines issued by OMB.
These are OMB Circular A-21, Cost Principles for Educational Institutions; A-87, Cost
Principles for State, Local and Indian Tribal Governments; and A-122, Cost Principles for Non-
Profit Organizations. These documents can be downloaded in their entirety from the OMB Web
site, and each grantee should have a copy of its applicable circular for ready reference. A listing
of Web site addresses is provided in Appendix C. The OMB circulars are incorporated by
reference at 29 CFR 95.27 and 29 CFR 97.22 and are further specified in program regulations.
For commercial organizations acting either as a direct grant holder or as a subrecipient to a direct
grantee, the cost principles detailed in the FAR, 48 CFR Part 31, apply. Further guidance on
allowable costs is found in ASMB C-10, Implementation Guide for OMB Circular A-87:
Department of Health and Human Services, and the nonprofit cost guide, also known as the
Indirect Cost Rate Determination Guide: Cost Principles and Procedures for Non-Profit
Organizations, U.S. DOL, Office of the Assistant Secretary for Administration and Management
(OASAM).

Guidance provided in this chapter on the subject of allowable costs should in no way
detract from the critical importance of continually referring to the OMB circulars on all questions
of cost allowability and of the importance of being familiar with the DOL and ETA grant
regulations. Even though the circulars do not address every possible cost, they are the
groundwork for all grant financial management, and grantees should rely on their guidance to
avoid audit findings and potential liability. An extensive familiarity with OMB circulars,
coupled with a knowledge of the provisions and certifications contained in the actual grant
agreement, will help grantees avoid possible audit discrepancies and will help to ensure that their
ETA grant programs have the maximum impact on their communities.

July 2002 11-3-1 Cost Principles



FEDERAL COST PRINCIPLES

The following general cost principles, as specified in the cost circulars and regulations

previously noted, must be used in determining cost allowability for ETA grants. Total allowable
costs are composed of allowable direct costs and the allocable portion of indirect costs, less
applicable credits.

Costs must be necessary and reasonable. Any cost charged to an ETA grant must be
“necessary and reasonable for the proper and efficient performance and administration”
[OMB Circular A-87, Attachment A] of the grant. A grantee is required to exercise sound
business practices and to comply with its procedures for charging costs. A grantee is
expected to exercise the same prudence with Federal funds as an individual would with his or
her own funds, asking the following questions: Do the costs incurred for administering the
ETA grant appear reasonable when compared with costs incurred by the grantee for
administering other Federal grant programs or non-Federal programs? Did the grantee solicit
price quotations in order to compare costs?

Costs must be allocable. A grantee may charge costs to the grant if those costs are clearly
identifiable as benefiting the ETA grant program. Costs charged to the ETA grant should
benefit only the ETA grant program, not other programs or activities. In order to be
allocable, a cost must be treated consistently with like costs and incurred specifically for the
program being charged. Shared costs must benefit both the ETA grant and other work and be
distributed in reasonable proportion to the benefits received. They must also be necessary to
the overall operation of the organization although the direct relationship to a final cost
objective (ETA grant program) cannot be shown. If a grantee conducts other programs in
addition to the authorized ETA grant, allocation methods should be used to determine what
share of costs should be charged to the ETA grant. A common cost issue often arises
regarding salary and time charged to a grant for personnel compensation. A grantee can
allocate to the ETA grant only the portion of time that a person spends supporting the
implementation of allowable ETA grant activities. One-Stop operations present other
allocation issues that have previously been addressed in Chapter 1-3, Proportionate Share
and Cost Allocation. Further, if the grantee or subgrantee operates more than one ETA-
funded grant, costs must be allocated to each funding stream based on proper allocation
methods. Finally, as with direct costs, allocated costs may not be shifted to other Federal
awards.

Costs must be authorized or not prohibited under Federal, State, or local laws or
regulations. Costs incurred should not be prohibited by any Federal, State, or local laws.
For example, entertainment and alcoholic beverages are prohibited from being charged to
any Federal grant program. With respect to the ETA grant programs, the specific program
regulations contain several notable prohibitions. For example, 20 CFR 667.264(a)(2)
prohibits spending WIA funds on public service employment activities except to provide
authorized disaster relief. The costs associated with public service employment under WIA
are, therefore, allowable only when part of a disaster relief project.
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Costs must receive consistent treatment by a grantee. A grantee must treat a cost
uniformly across program elements and from year to year. Costs that are indirect for some
programs cannot be considered direct ETA grant costs. A cost may not be charged to the
ETA grant as a direct cost if any other cost incurred for the same purpose, in like
circumstances, has been charged to another grant as an indirect cost. Chapter 11-8, Cost
Allocation and Cost Pooling, contains additional guidance on cost consistency.

Costs must not be used to meet matching or cost-sharing requirements. A grantee may
not use Federally funded costs, whether direct or indirect, as match or to meet matching fund
requirements unless specifically authorized by law. For ETA-funded programs, this
restriction applies mainly to the WtW program that requires match; the grant funds may not
be used to match other Federal grant programs. While rare, an example of an authorized
exception to this requirement is the Access to Jobs program funded by the U.S. Department
of Transportation (DOT). This program specifically authorizes the use of WtW grant funds
as match for the DOT program.

Costs must be adequately documented. A grantee must document all costs in a manner
consistent with GAAP. Examples include retaining evidence of competitive bidding for
services or supplies and adequate time records for those employees who charge time against
an ETA grant.

Costs must conform to ETA grant exclusions and limitations. A grantee or subgrantee
may not charge a cost to the ETA grant that is unallowable per the ETA grant regulations or
the cost limitations specified in the regulations. An example of this requirement is found at
20 CFR 667.210(a)(1), which specifies that a State formula grantee may only expend
five percent of the amounts allotted under Sections 127(b)(1), 132(b)(1), and 132(b)(2) of the
WIA for Statewide administrative costs.

Commercial Organizations: What are the Guidelines?

As previously noted, commercial for-profit organizations may act in rare instances
as either a direct ETA grantee or more likely as a subrecipient to an ETA formula grantee
or competitive grantee. In those instances they are governed by the requirements found in
the FAR, 48 CFR Chapter 1, Part 31. Key differences between nonprofits, governmental
organizations, and commercial organizations include the following:

e Unless the commercial organization does extensive business with either the Federal or
State government, it is likely to recover indirect costs as a part of the cost of its service
or product.

e Payment typically is made following performance of the service (as in a fixed-price
contract) or on an interim basis, if appropriate.
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Chapter 1I-4

Allowable Costs

INTRODUCTION

This chapter provides general guidance on defining allowable costs, discusses the criteria
and conditions such as prior approval, and discusses specific types of costs that have been
addressed either in the OMB circulars on cost principles or in authorizing regulations. It
contains the following sections:

Cost Principles: Allowable vs. Unallowable
Selected Items of Cost

Specific WIA Conditions

Attachment I1-4-1—Summary of Cost Items.

COST PRINCIPLES: ALLOWABLE VS. UNALLOWABLE

The criteria contained in the OMB circulars on cost principles provide the basic guidance
on determining whether costs are allowable in the ETA-funded programs covered by this TAG.
It is important that grantees be aware that the OMB circulars are designed to offer guidance on
determining allowability of costs and should be used as the first source of reference. It is
possible that, because a circular may not make mention of an item, it does not necessarily dictate
that such a cost would be automatically allowed or prohibited. The cost should be treated
consistently with the standards provided for similar or related costs. If a cost is not specifically
treated within the applicable circular or regulation governing allowable costs (e.g., Attachment B
to OMB Circular A-87), then the general cost principles of the applicable circular or regulation
are used to determine whether the cost is allowable. The cost principles are discussed in detail in
Chapter I1-3, Cost Principles.

It is important for all grantees to be familiar with OMB circulars and the appropriate ETA
program regulations. Costs may be allowable per the OMB circulars, allowable per the circulars
but with conditions, or allowable per the circulars but unallowable per the ETA regulations.
Similarly, some costs are allowable but only with prior approval of either the Grant Officer (for
non-formula direct grantees), or the Governor or her/his designee (for formula grantees). The
following examples attempt to delineate commonly incurred costs as they would apply to a
particular type of grantee or subgrantee, State or local government, nonprofit organization,
institution of higher education, or commercial organization. The discussion in this chapter
focuses mainly on direct costs, not indirect costs. A discussion of indirect costs takes place in
Chapter 11-8, Cost Allocation and Cost Pooling.
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Travel. Reasonable travel costs necessary to effectively manage the grant, provide
oversight, and measure program effectiveness are allowable. Air travel, when necessary,
should be obtained at the lowest possible customary standard (coach or equivalent fare). All
OMB circulars treat these costs as allowable.

Training. An ETA-funded grantee’s professional development and training costs are
allowable. Under WIA, these are also called “capacity building” costs. Consistent with the
“necessary and reasonable” provision, grantees should ensure that training is relevant to the
specific ETA-funded program or results in increasing the effectiveness of staff working on an
ETA-funded program.

General Government Expenses. Grantees should take great care to avoid charging general
government expenses to an ETA-funded grant. The costs of chief executives, legislatures
(including city and county councils), judiciary and prosecutors, and public safety (fire and
police) are unallowable unless provided otherwise in the grant. These costs are specifically
treated in OMB Circular A-87.

Public Outreach and Advertising. Grantees should be very familiar with how their
applicable OMB circular treats these costs. Costs associated with public outreach,
community relations, or efforts to publicize the ETA-funded program(s) in order to generate
participation are viewed by all circulars as allowable within certain limitations. However,
any public relations costs that solely promote the organization, or are not directly related to
the ETA program providing the funding, are considered unallowable. The circulars also
contain specific requirements and prohibitions related to the use of advertising and
advertising media. Determining the appropriateness of the cost and allowability for
programs would also be a key requirement for One-Stop operations. The circulars are quite
specific on the conditions under which public relations costs are allowable, and partner
programs may have other restrictions in their particular authorizing legislation or regulations.

Interest. Grantees should be familiar with how their respective circular addresses interest
expenses, as differences exist across circulars. Generally, interest on borrowed capital is
unallowable. However, interest on payments for equipment bought on time payments is
allowable as a direct cost under certain conditions. Again, grantees should review the
guidance in their relevant circular.

Pre-Award Costs. Unless authorized in writing by the Grant Officer (for direct grantees
only and to the extent they would have been allowable if incurred post-award), pre-award
costs cannot be charged to an ETA grant. Pre-award costs are not authorized for formula
grantees.

Capital Assets Costs. Capital assets are non-current assets (assets that are not available or
cannot be made available to finance current operations). Capital assets are the result of
capital expenditures and include (but are not limited to) land, buildings, and equipment.
Expenditures for land or building improvements as well as building and equipment repairs or
maintenance expenditures that increase the value of a capital asset or increase its estimated
useful life are identified as capital expenditures in Federal regulations. OMB Circular A-87,
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Attachment B, Item 19, provides the guidelines on the allowability of expenditures for capital
assets, guidelines on conditions, and applicable prior approval requirements. The costs of
capital leases are treated in the same manner. The following are requirements for capital
expenditures:

e OMB Circular A-87 requires the approval of the grantor agency for capital
expenditures. This approval authority has been delegated to the States for the
formula grants.

e To the extent that State procedures for State organizations are sufficient to define
the allowability of ETA capital asset acquisition costs and do not inappropriately
constrain non-State organizations, the State’s policy is applicable to non-State
governmental subgrantees.

There is similar language in OMB Circulars A-21 and A-122 related to capital expenditures.

e Leasing. Interest costs associated with capital leases and other lease-purchase arrangements
are allowable so long as they are reasonable and allocable to the grant pursuant to the specific
criteria identified in applicable OMB cost principles. Lease-purchase arrangements for real
property, however, are unallowable under WIA programs. Permissible lease costs of real
property are limited to operating leases, not capital leases.

e Start-Up Costs. Costs associated with the start-up of businesses are not considered
allowable under the provisions of Section 181 (e) of the WIA. Start-up costs associated with
entrepreneur training would also fall under this prohibition. This prohibition will also apply
to the start-up costs of an agency that would provide services to WIA clients. However, the
purchase of equipment (with appropriate prior approval) will continue to be an allowable
cost. Additional examples of unallowable activities are contained in WIA, WtW, and other
program regulations.

The above examples are but a few of the specific items of cost that are addressed in the
OMB circulars or the program regulations. Grantees and subgrantees are urged to become very
familiar with their relevant OMB circular or the FAR for commercial organizations.

Note: Prior approval authority has been delegated to the Governor for the ETA-funded formula
grants. For non-formula direct grantees, prior approval authority remains with the DOL Grant
Officer. For subgrantees, approval authority rests with the awarding agency.

SELECTED ITEMS OF COST

Within OMB Circulars A-21, A-87, and A-122, and within the regulations at 48 CFR Part
31, there is specific discussion of items of cost. Grantees should be familiar with these items and
use them as ready references. The attached reference chart (Attachment 11-4-1) is a summary of
all cost items mentioned in the applicable circulars. Some of the costs were discussed in the
previous section. Note that some of these costs may be indirect. Grantees should also be
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familiar with the administrative cost limits as outlined in 20 CFR 667.200 et seq. for a full
review of administrative costs.

Per the circulars, some items of cost require pre-approval. As previously noted, for
competitive grantees the Grant Officer is the approving authority, and for formula grants the
Governor or her/his designee is the approving authority.

As one can see, some items that are treated in one circular may not be treated in another.
Similarly, some allowable costs are not addressed at all in the OMB circulars. In addition, some
cost items require prior approval, or are allowable per the circular but unallowable by the ETA
program regulations.

To the extent possible, these variations of allowability have been indicated in the attached
table. Grantees and subgrantees are urged to closely consult their applicable circular and to be
cognizant of their particular program requirements. The table should be a starting reference
point in inquiring as to specific items of cost, not a quick reference chart.

SPECIFIC WIA CONDITIONS

In addition to the allowable cost provisions of the OMB circulars, WIA regulations
contain a number of provisions related to allowable and unallowable costs and activities. These
provisions are listed below:

e Any legal expenses incurred for the prosecution of claims against the government are
unallowable. This includes appeals to the Administrative Law Judge of disallowed costs or
other claims and civil actions where the Federal government is a defendant. [20 CFR
667.200(c)(6)]

e With four exceptions, the costs of construction or purchase of facilities are unallowable for
all WIA Title I programs [20 CFR 667.260]. The exceptions are listed below:

®* To meet obligations for access and accommodation under the Rehabilitation Act of
1973, as amended, and the Americans with Disabilities Act (ADA) of 1990, as
amended
® Repairs, renovations, and capital improvements of real property, including
- State Employment Service Agency (SESA) real property (identified at WIA
Section 193), or
- Job Training Partnership Act (JTPA)-owned property transferred to WIA Title |
programs
® Jobs Corps facilities

® To fund construction-related disaster relief projects.

The conditions in the appropriate OMB circular or the FAR would apply to the excepted
construction costs.
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e WIA also prohibits certain activities. All costs associated with an unallowable activity are
considered unallowable costs, regardless of their allowability under other circumstances.
The prohibited activities are as follows:

Employment-generating activities, including economic development activities. An
exception is made only for those employer outreach and job development activities
directly related to participants. Employment-generating activities are addressed in
20 CFR 667.262.

Public service employment, except to provide disaster relief employment. [20 CFR
667.264(a)(2)]

The wages of incumbent employees participating in Statewide economic
development activities. [20 CFR 667.264(a)(1)]

Employment or training programs for sectarian activities. This section does not
prohibit the provision of services by faith-based organizations, unless those
services are sectarian in nature. [20 CFR 667.266] [29 CFR 37.6(f)(1)]

e The regulations also prohibit the use of WIA funds for business relocation, if the relocation
results in the loss of an employee’s job at the original location in the U.S. The use of WIA
funds for customized or skill training, on-the-job training, or company-specific job applicant
assessments is prohibited for the first 120 days a relocated business operates in the new
location. The regulations require that the State develop specific pre-award criteria prior to
providing WIA funds to a new or expanding business to ensure compliance with this
requirement. [20 CFR 667.268]

There are also specific sanctions for violations of the unallowable activities requirements.
The procedures followed by the Grant Officer are discussed further in Chapter I1-12, Audits and
Audit Resolution, and are listed in 20 CFR 667.510.
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Attachment 11-4-1
Summary of Cost Items

KEY

NT = Nottreated in circular

A = Allowable

AC = Allowable with conditions

AP = Allowable with prior approval of either the Grant Officer or Governor

U = Unallowable

A/U = Some categories within the particular activity are allowable, while some are not.

Please consult respective circular for precise explanations.

Note: Some of the costs on this chart are allowable under the circulars and prohibited under
WIA or other program-specific regulations. You should refer to the program-specific regulations
if you have any questions on allowability of a particular cost. This chart is for reference only.

In addition, when reviewing the provisions related to selected items of cost in the OMB
circulars, the cost principles applied in establishing the allowability of certain items of cost apply
whether the cost is treated as a direct or indirect cost. Failure to address a particular item of cost
is not intended to imply that it is unallowable. Rather, the determination of allowability in each
case should be based on the treatment or principles provided for similar or related costs. Note
also that, in some instances, different cost items may be similarly named, and there may be some
overlap in the cost items treated by the different circulars. Again, this chart is for reference only.

Circular | Circular | Circular
Cost Item A-21 A-122 A-87 48 CFR Part 31
1 | Accounting systems NT NT A NT
2 | Advertising and public AC AC/U AC/U AC
relations
3 | Advisory councils NT NT A NT
4 | Alcoholic beverages U U ) U
5 | Alumni/ae activities U NT NT NT
6 | Asset valuations resulting NT NT NT A
from business combinations
7 | Audit services See A-133 | See A-133 A NT
8 | Automatic electronic data NT NT AC NT
processing
9 | Bad debts U U U U
10 Bid and proposa' costs Item 65 Reserved Item 65 Item 65
(See also Item 65)
11 | Bonding costs NT A A NT
12 | Budgeting NT NT A NT
13 | Civil defense costs AC NT NT A/U
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Circular | Circular | Circular
Cost Item A1 A-122 A-87 48 CFR Part 31
14 | Commencement and U NT NT NT
convocation costs
15 | Communication costs A A A NT
16 | Compensation for personal A/U A/U A/U A/U
services
17 | Contingency provisions U U U U
18 | Cost of money (See also Item 40) U U U AC
19 | Deans of faculty and graduate A NT NT NT
schools
20 | Defense and prosecution of AC/U AC/U A/U U
criminal and civil
proceedings, claims, appeals,
and patent infringement
21 | Deferred research and NT NT NT AC/U
development costs
22 | Depreciation and use AC AC AC AC
allowances
23 | Disbursing service NT NT A NT
24 | Donations and contributions U U U U
25 | Economic planning costs AC/U AC/U AC/U NT/U
26 | Employee morale, health, and A A A U
welfare costs and credits
27 | Entertainment costs U U U U
28 | Equipment and other capital A/U AP AP AP
expenditures
29 | Executive lobbying costs U U U U
See ltem 42
30 | Fines and penalties U U U U
31 | Fund-raising and investment NT NT U U
management costs
(See also Item 40)
32 | Gains and losses on NT NT A A
disposition of depreciable
property and other capital
assets and substantial
relocation of Federal
programs (See also Item 64)
33 | General government expenses NT NT U NT
34 | Goods/services for personal U U NT NT
use
35 | Goodwill NT NT NT U
36 | Housing and personal living U AC/U NT NT
expenses
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Cost Item C"A“_“Z“lar CX_CIUZ';r CX‘_’;'?” 48 CFR Part 31
37 | Idle facilities and capacity NT AC/U AC/U AC/U
38 | Independent research and NT Reserved NT AC
development
39 | Insurance and indemnification AC AC AC A
40 | Interest, fund-raising, and A/U AU AU U
investment management costs
41 | Labor relations costs AC AC NT AC
42 | Lobbying U U U U
43 | Losses on other sponsored U U U U
agreements/contracts
44 | Maintenance and repair costs A A A A
45 | Manufacturing and repair NT NT NT A
Ccosts
46 | Manufacturing and product NT NT NT A
engineering costs
47 | Material costs A A A A
48 | Meetings and conferences NT A See Item 2 See Item 2
49 | Memberships, subscriptions, A/U A/U A/U NT
and professional activity costs See also See also
Item 2 Item 2
50 | Motor pools NT NT A NT
51 | Organization costs NT AP NT U
52 | Other business expense NT NT NT A
53 | Overtime, extra-pay shift, and NT AC AC See also Item 16
multi-shift premiums
54 | Page charges in professional NT A NT NT
journals
55 | Participant support costs NT A NT NT
56 | Patent costs A A/U NT A/U
57 | Plant protection costs NT NT NT A
58 | Plant reconversion costs NT NT NT U
(See also Item 68)
59 | Plant security costs U A NT NT
60 | Pre-agreement costs U NT NT NT
(See also Item 61)
61 | Pre-award costs NT AP U NT
(formula)/AP
62 | Pre-contract costs NT NT NT AP
(See also Item 61)
63 | Professional services costs A A A A
64 | Profits and losses on A A See ltem 32 See ltem 32
disposition of plant
equipment/other capital assets
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Circular | Circular | Circular
Cost Item A1 A-122 A-87 48 CFR Part 31
65 | Proposal costs AC Reserved AC/AP AP
(See also Item 10)
66 | Publication and printing costs NT A/U A NT
67 | Rearrangement and alteration A A A NT
Ccosts
68 | Reconversion costs A A A NT
(See also Item 58)
69 | Recruiting costs A/U A/U See Item 2 A
70 | Relocation costs AC AC NT A/U
71 | Rental costs of buildings and AC AC AC AC
equipment
72 | Royalties and other costs for A A NT A
use of patents
73 | Sabbatical leave costs A NT NT NT
74 | Scholarships and student aid A NT NT NT
Ccosts
75 | Selling and marketing U U NT A/U
76 | Service and warranty costs NT NT NT A
77 | Severance pay AC AC AC AC
78 | Special tooling and special NT NT NT A
test equipment costs
79 | Specialized service facilities AC AC NT NT
80 | Student activity costs U NT NT NT
81 | Taxes AC AC AC AC
82 | Termination costs NT AC NT A/U
83 | Trade, business, technical, AC AC AC AC
and professional activity costs See a':g ltem
84 | Training and education costs AC AC AC AC
85 | Transportation AC AC NT AC
86 | Travel costs AC AC AC AC
87 | Termination costs applicable AC NT NT NT
to sponsored agreement
(See also Item 82)
88 | Trustees AC AC NT NT
Under recovery of costs under U U U U
89
Federal agreements
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Chapter II-5

Cost Classification

INTRODUCTION

This chapter provides guidance on the proper classification of costs to the ETA-funded
programs covered by this TAG, discusses the administrative cost limitations applicable to WIA
Title | programs, and addresses the use of a chart of accounts in cost classification. It contains
the following sections:

e Cost Categories and Activities
e Administrative Costs and Limitations
e Other Guidance.

Attachment I1-5-1 to this chapter provides a sample chart of accounts to assist grantees
and subgrantees with the proper classification of costs. It should be noted that the sample chart
is not required of ETA program operators, but it does provide an example of how the various
cost categories and objectives associated with an ETA-funded program might be classified.

COST CATEGORIES AND ACTIVITIES

Cost classification is described in the OMB circulars as the process used to assign costs
to benefiting cost objectives—either the ultimate objective or interim objectives—which then are
usually allocated on some basis of benefit to the ultimate objective. In the ETA-funded
programs, the ultimate cost objectives that may receive costs are the ETA-funded grant (with its
corresponding year of appropriation) and the cost categories (as applicable). However, in order
to comply with the reporting instructions under many of the grants, it will be necessary for the
grantees and subgrantees to identify costs by a number of other cost objectives such as the
individual program activities. This may be done through classification in the accounting system
or through a linking spreadsheet that links the accounting system to the Federal reports. If a
linking spreadsheet is used, a clear audit trail must exist between the official books of account
and the Federal reports.

WIA Title | Cost Categories
There are only two cost categories for the WIA Title IB grants. These are Administration
and Program Activities. In this sense, the accounting for WIA programs is much less complex

than other grants such as WtW or the earlier JTPA program. It should be noted, however, that
most programs will want to account for the costs by additional activities or cost objectives in
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order to better plan and assess the effectiveness of program activities. For example, a Local
Workforce Investment Board (LWIB) may want reports on the costs of providing specific
activities or services such as core services vs. intensive services, or the amounts spent on
individual training accounts (ITAs). To determine the proper classification of costs within the
agency’s books of account, the organization must determine the extent to which these reporting
categories will also be separate classifications within the chart of accounts. In any case, each
organization must have a system to trace costs from the Federally required reports to the official
books of account and source documentation.

While there are only two cost categories, the number of reporting categories may be
larger. Thus, the number of necessary cost objectives increases. The reporting formats for WIA
Title | programs indicate that an organization must also report program income, both earned and
expended, as well as the non-Federal costs of each program. Grantees should carefully review
their systems for charging costs to ensure that all the cost activities may be adequately accounted
for and that the costs reported on the applicable quarterly Federal expenditure reports (e.g.,
Quarterly Financial Status Report (QFSR)) are traceable to both the accounting system and
source documentation. The reporting requirements applicable to WIA programs are addressed
more fully in Chapter 11-9, Financial Reporting.

Additional reporting categories must be addressed as part of the cost classification system
for the WIA Title ID Native American and Farmwaorker programs and Title IB Youth programs.
For these programs, the ETA also requires costs to be reported by program activities such as
employment services or assistance, or summer activities. Cost classification requirements for
Native American programs are addressed in 20 CFR 668.830 and for the NFJP programs at
20 CFR 669.550. In addition, Title IB Youth programs must report costs by the eligibility
categories of in-school and out-of-school youth in order to assess compliance with the
requirement of 20 CFR 664.320 that a minimum of 30 percent of the funds be expended on
services to out-of-school youth. Any cost classification system must account for these variations
in the individual programs.

Non-WIA Programs

For the non-WIA programs covered by this TAG, the cost classification system must be
sufficient to trace Federally required reports to source documentation. The system must also be
in accordance with GAAP. Costs for other ETA-funded programs must be classified by funding
sources and cost objective. There are no cost categories in the WIA sense for Wagner-Peyser or
for Unemployment Insurance (Ul) programs. Grantees are cautioned, however, that they must
either account for reporting categories within the cost classification system or utilize a linking
spreadsheet to account for costs by reporting category.

The Trade Act and NAFTA programs report training and administrative expenditures
using the ETA 9023. This same format is used by the Trade Act and NAFTA programs to
request obligational authority. Unlike the SF 269, the format requires that the training funds be
broken out between job search/relocation and training activities.  The administrative
expenditures are reported separately as well. As a result, grantees must have a system that either
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classifies the costs by reporting activity/cost category or utilizes a linking spreadsheet to report
the costs by the appropriate Trade Act/NAFTA category.

The WtW program reports expenditures on the ETA 9068. This report format has a
number of reporting categories related to program services, and the costs must also be broken out
by the participant eligibility categories. The reporting for the WtW program is much more
complex than for the other ETA-funded programs and, again, grantees must either classify costs
within the accounting system by the reporting categories or must document the link between the
expenditure reports and the books of account.

ADMINISTRATIVE COSTS AND LIMITATIONS
WIA Title IB Formula Grants

Administrative costs are limited in the WIA program to a maximum of 10 percent of the
total program year allocation at the local level and 5 percent of the amount allotted at the State
level for formula grantees. [20 CFR 667.210(a)] While allotted and allocated by the funding
streams of Adult, Dislocated Worker, and Youth programs, neither the State nor the local level
administrative costs need be tracked by, reported, or allocated back to the particular funding
streams. [20 CFR 667.210(a)(3)] The reporting formats discussed in Chapter 11-9, Financial
Reporting, are structured to reflect these combined funding streams. Cost limitations are
measured at the end of the grant period by comparing the total reported administrative
expenditures to the amount available for administration. If administrative costs exceed the
maximum limitation, the amount in excess of either the 5 percent for State administration or the
10 percent available for local administration becomes a disallowed cost and is subject to
repayment.

Example: The State allotment for WIA Title IB funds is $1,000,000 for Adult
programs, $500,000 for Youth programs, and $750,000 for Dislocated Worker
programs, for a total Title IB allotment of $2,250,000. Of this amount, 5 percent
of each allotment ($50,000 plus $37,500 plus $25,000, for a total of $112,500) is
available for administrative costs at the State level.

Example: A Local Workforce Investment Area (LWIA) receives the following
Title IB allocations: $200,000 for Adult programs, $50,000 for Youth programs,
and $125,000 for Dislocated Workers, for a total allocation of $375,000. Of these
amounts, the LWIA has 10 percent of each allocation ($20,000 plus $5,000 plus
$12,500, for a total of $37,500) available for administration.

WIA Title ID Programs
The administrative cost limitation applicable to the INA program and the NFJP are
negotiated and contained in the individual grant agreements. The definition of administrative

costs is the same for the Title ID programs as other WIA programs and is discussed further in
this chapter.
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Non-WIA Programs

The amounts available for grant administration activities for the non-WIA grants covered
by this TAG will vary. Where there are no statutory limitations on administrative funds,
grantees may be subject to limitations contained in the grant agreements. Some of the programs,
such as Ul, have complex formulas for determining the amount of funds available for
administrative activities. Grantees are urged to review their particular grant agreement for
specifications. In classifying administrative costs, grantees and subgrantees should remember
the concept of direct benefit to clients. Costs that cannot be associated directly with provision of
client services, including oversight and management functions, should be considered as
administrative costs and subject to the limitation.

Other programs, such as the WtW program, are also governed by statutorily imposed
administrative limits. The WtW program uses the same definition of administrative costs as the
WIA program as discussed in this chapter. The limits, reporting, and classification requirements
are addressed in greater detail in the WtW Financial Management TAG dated
June 5, 1999.

WIA Title | Administrative Cost Definition

The regulations define administrative costs at 20 CFR 667.220(a) as the allocable portion
of the costs associated with specific functions and not related to the “direct provision of
workforce investment services, including services to participants and employers.” The
administrative functions are specified to include the following:

e General administrative functions such as accounting, financial and cash management,
procurement, property management, personnel management, and payroll

e Audit functions and those duties associated with coordinating the resolution of

findings originating from audits, monitoring, incident reports, or other investigations

General legal services

Oversight and monitoring of administrative functions

Goods and services used for administrative functions

Developing systems, including information systems, related to administrative

functions

e The costs of awards made to subrecipient or vendor organizations for administrative
services of the awarding agency (for example, a payroll service for staff or
participants).

The intent of these regulations is quite clear and provides relief to WIA grantees, as the
prior definition of administration under the JTPA programs no longer applies. Only those costs
directly associated with the administrative management of the programs will be considered as
being classified to the WIA administrative cost category. Unlike JTPA, planning is not
considered an administrative cost, nor are the costs of performance tracking. Many cost
objectives that would traditionally be considered administrative in nature are exempted from
classification to the WIA administrative cost category. The regulations further specify that the
costs of information systems related to participant and performance information are to be
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charged to the program cost category. Grantees are urged to carefully review the list included in
the regulations and revise their WIA cost classification system as needed. If a grantee operates
both a WIA grant and a non-WIA grant such as Temporary Assistance to Needy Families
(TANF), additional coding on the chart of accounts may be needed to differentiate between the
two programs.

The regulations also specify the level within the WIA program subject to the
administrative cost definition. Administrative costs are accumulated and reported only by State
and local boards, direct recipients (i.e., the State or a Title ID grantee), the local grant recipient
or subrecipient (i.e., the LWIA), the fiscal agent for a local area, and the One-Stop operator.
[20 CFR 667.220(a)] If the local area makes an award to a vendor for an administrative function
such as developing a procurement system, then the vendor costs are classified as administrative.
With the exception of the aforementioned type of administrative contract, all awards to vendors
and subrecipients are considered program costs and would be reported in the program cost
category, even if associated administrative costs are included in the total costs.

Example: A Title ID NFJP grantee makes an award for the provision of related
assistance payments to participants. All costs associated with the award are
considered program costs.

Example: An LWIA makes an award to a certified public accountant (CPA) firm
to perform financial monitoring of subrecipients. The costs of the award would
be classified as local administration.

Example: An LWIA makes an award to a nonprofit organization as the One-Stop
operator. The nonprofit organization must classify the costs associated with the
operation of the One-Stop center as both program and administration. The
administrative costs of the nonprofit would be only those costs listed in 20 CFR
667.220(b). Caution: Should the nonprofit organization also receive WIA funds
as a service provider at the One-Stop, it must classify these costs as both
administrative and program. If an organization is designated as a One-Stop
operator or is part of a consortium developed to operate the One-Stop center, then
it is the nature of the organization that determines whether the costs must be
classified as administrative or program, not the nature of the award. [20 CFR
662.400(c)]

Other Administrative Cost Guidance
The definitions of administrative and program costs contained in the WIA regulations at

20 CFR 667.220(b-c) are applicable to all WIA-funded programs. The final regulations for the
WItW program have adapted this definition for usage with the WtW program as well.
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Only the following Title IB entities will incur costs that are to be reported as
administrative costs:

The State (as the grant recipient)

The State Workforce Investment Board

The Local Workforce Investment Board (LWIB)

The local grant recipient

A local grant subrecipient and/or fiscal agent whose purpose is to assist in the
administration of grant funds

e The local One-Stop operator. [20 CFR 667.220(a)]

OTHER GUIDANCE

Job Title vs. Job Function

Staff and related costs should be classified against the appropriate cost category or
program activity based on the job duties actually being performed. If staff members perform
duties related to more than one category or activity, then the costs should be allocated on the
basis of actual time worked or another equitable method. [20 CFR 667.220(c)(2)]

Example: A One-Stop center director spends four to six hours every week
providing mentoring services to WIA Title | participants. The director’s salary
and fringe benefits are classified as administration and program services based on
a time sheet prepared on a biweekly basis. If the center director’s time is wholly
classified as administration, a time sheet would not be required; however, the job
description should be sufficiently detailed to serve as documentation for the
classification. Note: A job description alone would not be sufficient to support
the personnel compensation costs. Both OMB Circulars A-87 and A-122 contain
requirements for activity reports or periodic certifications. These requirements
are also addressed in Chapters 11-4, Allowable Costs and 11-8, Cost Allocation and
Cost Pooling.

Vendor-Level Cost Classification

Due to of the nature of the goods and services they provide, vendors are not normally
expected to break out their invoices by program activity or cost category. Recipients and
subrecipients, however, must classify the costs of the goods and services procured from vendors.
There may be some instances in which a vendor provides services that may be charged to more
than one activity/category, and the grantee must classify the costs properly. In these instances,
the recipient/subrecipient must establish an appropriate reporting or invoicing arrangement to
properly classify the costs. The establishment of appropriate reporting/invoicing is also critical
to the recipient classifying the costs by the appropriate participant eligibility category.
Appendix E contains a listing to assist grantees in distinguishing between subrecipients and
vendors.
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Example: The contract between an LWIA and the vendor includes both youth
and adult support services. Clearly, two separate activities are being provided,
and the vendor serves both youth and adult participants. The invoicing
arrangement between the vendor and the grantee must clearly delineate the
services provided, the costs of each, and the costs by type of participant in order
for the grantee to comply with ETA reporting and compliance requirements.

Indirect Costs

Indirect costs are defined in the OMB circulars and related regulations as those costs
incurred for a common or joint purpose, benefiting more than one cost objective, and not readily
assignable without a disproportionate effort. Indirect costs are usually recaptured through the
application of an indirect cost rate, and the costs are usually accumulated within the organization
in an indirect cost pool.

For most organizations, the indirect cost pool includes costs associated with a number of
functions/activities that are not administrative costs under the WIA definition. The following is
the methodology for determining the portion of indirect costs chargeable to administration and
program under cost categories for any given WIA program.

1. Review all the costs included in the indirect pool and label them as program or
administrative costs based on the WIA definition.

2. Calculate the proportion (percentage) of total costs for each of the two categories.

3. Calculate the total dollar amount of indirect costs attributable to the particular WIA
program (i.e., apply the negotiated indirect cost rate to the specified base).

4. Apply the percentages calculated in Step 2 to the total dollar amount of indirect costs
to establish the dollar amount that is to be recorded/reported as administrative costs
and the amount that is program costs for that particular program.

Examples of costs that may be both administrative and program costs might be the
director’s time and associated costs and space and occupancy costs. Examples of costs that
might be administrative under some programs, and therefore included in the indirect cost rate
and program costs under WIA, would include oversight and planning costs.

Chart of Accounts

A chart of accounts is a listing, usually numerical, that provides an organization with the
proper codes against which to charge costs in the general ledger and to then report the financial
results of operations. There is not a preferred or a best way to develop a chart of accounts to use
in the classification and posting of costs to a general ledger or accounting system. Each
organization must determine the various types of costs within the organization, not just the ETA
costs, and develop a chart of accounts that permits the organization to accumulate and track costs
in the most efficient and effective manner possible. However, all charts of accounts should
include at least the following classifications: funding sources, cost objectives (such as salaries),
and program activities (as necessary to report results).
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In developing a chart of accounts, an organization must address the level of detail
required by Federal reporting requirements, cost principles, auditing standards, and
organizational needs such as planning and evaluation. In order to accurately classify costs, the
index must provide for the identification of:

e Sources of funds (e.g., WIA Adult, WtW, foundation funds, State programs, etc.).

e Cost objectives (e.g., salaries, FICA, insurance, telephone, rent, etc.). Cost pools (for
example, an administrative cost pool or a case manager’s cost pool) would also be
identified.

e Program activities or cost categories. Examples include vouchers or ITAs for training
services, administration, assistance.
o Related cost objectives such as program income expended, etc.

An example of a chart of accounts is shown in Attachment 11-5-1 to this chapter.
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Attachment 11-5-1
Sample Chart of Accounts

As has been previously stated, there is no single method for developing a chart of
accounts to use in classifying costs in the grantee’s accounting system. The chart provided in
this attachment represents one method of coding costs for the WIA Title IB Adult program. It is
not the only way in which costs may be classified, is not a prescribed system, and is presented
for illustrative purposes only. Grantees are urged to develop their own specific organization’s
chart of accounts based on funding, grant and organizational needs, cost principles, and GAAP
requirements.

The sample chart of accounts utilizes a four-level coding system. Each of the levels is
identified, and examples of the appropriate codes for each level have been provided. These
levels and their specific codes could be expanded as necessary to cover all the different costs of
an organization.

Level 1 - Funding Sources (2 digits)

10  WIA Title I — Adult

20  WIATitle I — Dislocated Workers

25 WIATitle | — Dislocated Workers Rapid Response
30 WIATIitle I - Youth

40  WIA Title I — Administration

50 WIA Adult (State project)

90  State general funds

60  Miscellaneous receipts

Level 2 - Participant Type (1 digit)

Adult

Dislocated Worker

Youth

WIA non-assigned
Non-WIA clients

WIA Youth Out-of-School
WIA Youth In-School

Not applicable

ONO O WN B

Level 3 - Activity or Cost Category Code (3 digits)

100  Administrative

110  Administrative cost pool
200  Program activities

210  Core services

220  Work experience (Youth)
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230
240
250
260
270
275
300
400
500
600
700
000

Intensive services

On-the-job training

Classroom (post-secondary) training
Job placement services

Supportive services

Child care

Individual development accounts
Intake, assessment, and eligibility determination
Case management

Case management pool

Intake pool

Unassigned or not applicable

Level 3A - Service Provider/Subgrant Code (1 digit)

O~ wWNPEF

Subgrant award

ITA

Contract

Direct payment

In-house or not applicable

Level 4 - Object Account or Expenditure Accounts (3 digits)

100
120
130
140
150
200
300
310
320
330
340
400
410
420
430
435
440
500
510
515
520
525
530

July 2002

Staff wages

Staff fringe benefits

Staff morale/welfare

Staff training and education
Staff travel

Office supplies

Equipment

Computer hardware

Office furniture

Equipment leases

Other equipment purchases
Outside services

Legal services

Consultant and professional services
Communications

Telephones

Disbursing and payroll services
Miscellaneous costs

Insurance (non-staff related)
Participant insurance

Building space lease

Utilities

Miscellaneous computerization
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540  Advertising

550  Memberships and subscriptions

600  Printing and duplication

700  Participant costs

720  Participant wages

730  Participant fringe benefits

740  Support services, i.e., child care, etc.
000 Not applicable (describe why)

Example: The cost of child care services provided to an individual WIA adult
participant may be coded as 50-1-275-4-740. This would equate to a cost for
participant support services paid through a direct payment to the vendor for the
program activity of supportive services on behalf of a WIA adult participant. The
cost is funded by a WIA Title IB Adult grant from State set-aside funds.

In order to have an adequate chart of accounts, each of the above codes should be
defined, with examples of the cost and the documentation requirements for each. In this way, the
chart of accounts provides internal controls over the charging of costs and serves as
documentation for allowable costs and for auditors when they trace costs from the Federal
reports to the official books of account. Listed below are just two examples of this description
and documentation. The same process should be completed for each classification code on the
final chart of accounts.

Example: 150 Staff Travel. This includes all transportation, subsistence, and
arrangements related to staff travel on official business, including training
conference costs, staff workshops, and costs for meals and related items that are
incurred by employees who are in travel status on official business. Costs may be
charged on an actual basis or on a per-diem or mileage basis in lieu of actual
costs. Costs of entertainment, travel not related to the specific authorized
purpose, and alcoholic beverages are not chargeable. For use of a private vehicle,
the employee must provide documentation that minimum insurance has been
obtained.

Documentation requirements include copies of a mileage log maintained by the
employee, travel authorizations, receipts, and vendor invoices.

Example: 200 Office Supplies. The costs of materials and supplies necessary
to carry out the objectives of the program are allowable costs. Supplies are
defined and managed in accordance with the requirements of 29 CFR 95.35 and
95.2(11). Purchases are charged at their actual prices after deducting all cash
discounts, trade discounts, rebates, or allowances. Shipping and delivery are a
normal part of the cost of supplies.

Documentation requirements include copies of paid receipts, paid vendor
invoices, or supply documentation, if no outside vendor is used.
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Chapter I1-6

Cash Management

INTRODUCTION

This chapter discusses State-level cash management, describes the cash management

requirements for non-State grantees and subgrantees, and provides guidance and suggestions on
efficient and effective cash management below the State level.

This chapter contains the following sections:

State-Level Cash Management

Cash Management at the Grantee (Non-State) Level

Cash Management at the Subrecipient Level

Additional Cash Management Considerations

Attachment 11-6-1—Funding Techniques under the Cash Management
Improvement Act (CMIA).

What the Regulations Require

The regulations governing payments are found at 29 CFR 97.21 and 29 CFR 95.22. The

two regulations are substantially the same and are summarized as follows:

The time between receipt and disbursement of funds should be minimal.

Grantees and subgrantees are to be paid in advance, provided they comply with certain
requirements.

Reimbursement is the preferred method of payment if the above standard is not met.
To the extent possible, funds should be deposited in minority- or women-owned banks.
Funds are to be held in an insured interest-bearing account (29 CFR 95.22).

Interest earned on Federal funds is remitted according to OMB circular requirements. For
WIA Title | programs, interest is treated as program income.
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STATE-LEVEL CASH MANAGEMENT

States are subject to the cash management regulations at 31 CFR Part 205 in addition to
the requirements of 29 CFR 97.21. The 31 CFR Part 205 regulations implement the CMIA of
1990. The purpose of the CMIA is to make the process of transferring funds between States and
the Federal government more equitable and efficient. Attachment 11-6-1 explains more about
funding techniques under CMIA.

Subpart A of Part 205 establishes requirements for cash transfers between the States and
the Federal government for certain Federal programs listed in the regulation as well as other
major Federal programs as determined from State single audit data and other data as necessary.
Subpart A establishes the methods to be used and the requirements to be followed in programs
covered by the CMIA. These specific methods are contained in a Treasury-State agreement
negotiated between the U.S. Department of the Treasury (Treasury Department) and each State.
Coverage of each ETA-funded program under Subpart A provisions is wholly dependent upon
the individual State thresholds of materiality for the identification of major Federal assistance
programs.

Subpart B of Part 205 establishes requirements for Federal financial assistance programs
involving the States that are not subject to Subpart A requirements. State grantees should contact
their respective State treasurers to determine the extent of any coverage of the ETA-funded grant
under CMIA. The State treasurer will then determine the appropriate funding mechanism to be
used to comply with the CMIA requirements.

Should the WIA funds be covered under the CMIA, grantees will need to use the Catalog
of Financial Domestic Assistance (CFDA) numbers to identify the WIA funds. These
identifying numbers are:

Adult funds: 17.258
Youth funds: 17.259
Dislocated Workers/National Emergency Grants: 17.260

CASH MANAGEMENT AT THE GRANTEE (Non-State) LEVEL

While Governmental agencies are required to follow 29 CFR 97.21 cash management
requirements, institutions of higher education (not a part of State government), hospitals and
other nonprofit organizations, and commercial entities are bound by the cash management
requirements of 29 CFR 95.22. Section 29 CFR 97.21(c) provides that grantees and subgrantees
are to be paid on the advance method, provided they have a system in place to minimize time
elapsed between receipt of Federal funds and actual disbursement. Section 29 CFR 95.22(b),
applicable to nongovernmental grantees, states that, in order to be paid on an advance basis,
recipients and subrecipients must maintain a financial management system in accordance with
the requirements of 29 CFR 95.21 and have written procedures to ensure that the time elapsing
between receipt of funds and disbursement is minimized. If the grantee is either unwilling or
unable to comply with the required cash management standards, then the reimbursement method
of payment must be used. [29 CFR 95.22(e)] Part 95 also encourages the use of minority- and
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women-owned banks. Funds must be maintained in interest-bearing accounts unless the grantee
meets the conditions listed at 29 CFR 95.22(k)(1-3). Grantees may also use the method of
working capital advances to provide funding. Use of this method is further discussed later in this
chapter.

In addition, 29 CFR 95.22(h) states that payments may not be withheld from grantees
unless the grantee has either failed to comply with conditions of the grant award or has a
delinquent unpaid debt with the Federal government.

The conditions stated at 29 CFR 95.22 apply equally to recipients and subrecipients as
appropriate. A number of mechanisms such as zero balance accounting or estimated/average
clearances (discussed in Attachment 11-6-1) may be used by grantees to ensure compliance with
the standard at 29 CFR 97.21(b). If the grantee is unwilling or unable to comply, then the
reimbursement method must be used.

The U.S. Department of Health and Human Services (DHHS)-Payment Management
System (PMS) is used by DOL to allow grantees to draw down the cash needed to funded
allowable costs. The use of electronic funds transfer (EFT) and the PMS for direct grant
drawdowns has substantially reduced the time needed to receive cash. With PMS, cash
requested by 2 p.m. Eastern Standard Time (EST) is deposited in the requesting agency bank
account the next day. Cash may be requested daily. The ETA believes that grantee cash on hand
should be limited to the amount needed for immediate disbursement.

CASH MANAGEMENT AT THE SUBRECIPIENT LEVEL

There are no Treasury Department cash management rules below the State level or for
programs not covered by the Treasury-State agreement. As stated previously, the cash
management requirements at 29 CFR 97.21 and 95.22 apply at this level. Grantees are
responsible for developing and maintaining systems for payment to subgrantees. The following
are cash management issues that should be addressed in developing a subrecipient payment
system.

Cash on Hand Should Be Used Before Asking for More

Any cash available for disbursement for ETA-funded program purposes, whether from
drawdowns, program income, rebates, etc., is considered to be ETA-funded grant cash on hand
and should be used by the recipients or subrecipients before they request additional funds. Even
if the program income is not spent until a later date, the cash associated with that program
income must be disbursed before additional cash is requested. The cash proceeds from earned
program income should be used immediately for whatever ETA-funded grant disbursement
needs exist. Recipients and subrecipients should not leave cash resulting from earned program
income sitting idle in a bank account. Chapter 11-7, Program Income, contains more
information.
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As stated above, the use of EFT and the PMS for direct grant drawdowns has
substantially reduced the time needed to receive cash. Grantees should impose similar
requirements on their subgrantees to the extent possible. The ETA believes that cash on hand
should be limited to the amount needed for immediate disbursement at all levels of the program.

Rules Intended to Minimize Subrecipient Cash on Hand

The ETA requires that subrecipients obtain funds from their awarding agency as needed
for disbursement. Transfers of cash from an awarding agency to a subrecipient should conform
to the same standards of timing and amount as set forth for transfers from Federal agencies to
recipients, as is required by both 29 CFR 97.21 and 95.22. To receive cash advances,
subrecipients must demonstrate that they will maintain procedures that support Federal cash
management requirements. These procedures are necessary to effectively minimize cash on
hand at the subrecipient level and to allow for the expeditious transfer of cash. Subrecipients are
encouraged to use zero balance accounting, estimated clearance, or average clearance cash
management techniques as described in Attachment 11-6-1 to this chapter. Where these
techniques cannot be used, the subrecipient should justify any alternative arrangement, such as
pre-issuance funding. It is recommended that recipients also provide advance payments to
subrecipients via EFT whenever possible.

Limit Cash Advances

Subrecipients should limit cash advances to the minimum amounts needed and should
time their advances to meet actual immediate cash needs. As cash distribution policies and
practices vary from organization to organization, it is not possible to specify one time period
against which all subrecipient cash balances can be measured to determine if the requirement of
“immediate cash needs” has been met. Cash should not be requisitioned for delivery before the
last day it can be received for timely payout through a given organization’s cash disbursement
process.

The following examples help to illustrate the point. In them, an LWIB is part of an
organization that requires cash in its checking account before writing or releasing checks. The
reader must adjust the time frames in the examples for organizations with procedures that allow
for receiving cash after checks have been written and released.

Example: The State requires the LWIB to order cash for delivery every Tuesday.
The LWIB disburses its employee payroll every other Thursday. The LWIB
should not order cash to meet its payroll until the Tuesday immediately before the
Thursday on which the payroll is disbursed.

Example: The State allows the LWIB to requisition cash for delivery on all

working days. An LWIB disbursing a payroll on Tuesday should order cash for
delivery on Monday, not on the preceding Friday.
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Monitoring Subrecipient Cash Management Practices

The following factors have an impact on the ability of subrecipients to effectively
manage cash and should be incorporated into monitoring the payment systems of subrecipients:

e Grantee policy and procedures that the subrecipients must use to obtain cash

e Any legislative, procedural, or regulatory requirements with which the subrecipient
must comply as a part of a larger organization

e The services available to the subrecipient from the banking industry in its locality

e The cost of such services in comparison to potential interest savings if such services
are used.

A subrecipient operating in a restrictive environment that does not permit utilization of
the best cash balance minimization techniques could not be criticized, whereas a subrecipient
who elects not to practice good techniques should be criticized.

The second area on which subrecipients should focus is performance. Every organization
should develop the best possible cash management procedures, and each should be evaluated in
terms of how it actually performs within the given environment. A recipient’s evaluation of a
subrecipient should include the following questions:

e Is the subrecipient keeping its average daily balance of cash on hand to the minimum that can
be maintained using the recipient’s cash management procedures?

e Is the subrecipient minimizing cash balances as much as possible using the procedures that it
has selected to use?

Timing Disbursements to Improve Cash Management

Grantee or recipient disbursement cycles and payment policies for subrecipients can be
weekly, biweekly, or on some other cycle. To improve cash management, subrecipients should
time their projected clearance patterns to coincide with the receipt of cash from the grantee. The
following is one example of cash management procedures.

Day Action Clearance Pattern (%)
1 Subrecipient issues checks
1 Subrecipient requests cash -0-
2 Recipient moves cash by -0-
EFT and it is deposited in
subrecipient account; checks 60
clear
3 Checks clear
4 Checks clear 20
5 Checks clear 12
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Cash Advances Based on Disbursement Cycles

disbursement cycles.

This section discusses how to manage cash effectively based on grantee and subgrantee
Projections and timing are important for good cash management in an
environment absent EFT—where cash is requested by the subgrantee, processed by the grantee
treasurer, and mailed to each payee. As a general rule, subrecipients should use clearance dates

rather than dates of disbursement to determine cash needs.

The following scenarios suggest best practices where the objective is to adjust, where
possible, disbursement cycles to coincide with the receipt and payout of cash.

scenarios, the following assumptions are made about disbursement cycles:
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The grantee disburses cash each Friday.

The subgrantee payroll is biweekly. All other nonpersonnel services costs, including
advances to contractors, coincide with payroll payment activity.

It takes two weeks from the time a cash request is submitted until the subgrantee receives a
check.

Scenario 1 (Fixed Disbursement Cycle). Specific dates of the week or month
are preselected for check disbursement by the grantee and subgrantee. In such
events, the subgrantee should not request cash in excess of the amount needed for
payout purposes for a specific time period, such as weekly. This scenario affords
administering agencies minimum flexibility with timing.

Scenario 2 (Subgrantee Flexible Disbursement Cycle). The grantee processes
one weekly cash request from each subgrantee. The time lapse between a cash
request submitted by the subgrantee and deposit in the subgrantee’s account is
12 days. The subgrantee can control the disbursement cycle by scheduling
payables or check release dates.

In this scenario, the subgrantee disbursement cycle can be adjusted for the 12-day
turnaround time for receiving cash from the grantee. The subgrantee is
controlling payables and timing of payments to coincide with the receipt of cash
from the grantee. The receipt of cash and payout at the bank should be timed to
occur simultaneously.

Scenario_3 (Subgrantee and Grantee Flexible Disbursement Cycles). The
subgrantee is on a five-day ongoing disbursement cycle. There are no restrictions
on the number of cash requests a subgrantee can submit to the grantee. The
grantee processes cash requests on an ongoing 10-working-day disbursement
cycle.

For these



This scenario allows the subgrantee to plan daily cash disbursements to coincide
with daily cash receipts. The subgrantee also can schedule payables for specific
dates to improve cash management efficiency.

Cash Forecasting Considerations

Net Payroll/Payroll Taxes/Fringe Benefits. Net payroll, not gross salaries and
wages, should be used for cash forecasting purposes. Normally, payroll deductions and tax
deposits are disbursed at different times from the payroll dates. Fringe benefits such as
retirement, medical, Federal Insurance Contributions Act (FICA), and Worker’s Compensation
are also normally paid in a period different from the corresponding payroll dates. In many
agencies, fringe benefit costs are paid in advance by the employing agency and subsequently
allocated back to the various departments on a quarterly basis. In such instances, cash should not
be requested until the actual disbursement dates for items such as payroll tax and fringe benefit
costs.

Accrued Expenses. Accrued expenses often will exceed cash disbursements. Cash is
not needed to accommodate an accrual until the check written to pay an invoice is paid out by the
bank.

Obligations. Incurring an obligation does not require cash. Cash is needed only when
checks written against those obligations are presented at the bank for clearance, or when
payment warrants are issued. The method would depend on local requirements.

Reimbursement Method

As stated in 29 CFR 97.21 and 29 CFR 95.22, reimbursement is the method of payment
to be used when the subrecipient is unwilling or unable to comply with the specified cash
management practices. Under this method, payment is made after the costs have been incurred
and a request for repayment has been submitted to the awarding agency.

Working Capital Advance Method

Working capital advance is the method for advancing funds to the subrecipient to cover
its estimated disbursement needs for a given initial period, and then providing reimbursement
payments for subsequent periods. This method would not be used for subrecipients that qualify
for advances. However, this method can be used in place of the reimbursement method if the
recipient determines that the subrecipient lacks sufficient working capital.

The amount of the initial advance should be geared to the subrecipient disbursement
cycle. After the initial period, the payments are approximately equal to the subrecipient’s
unreimbursed program payments. After the initial advance, the awarding agency reimburses the
subrecipient for its actual cash disbursements.

Generally, working capital advances can be made only when the advance method of
payment is not available and when based on regulations and guidelines affecting the amount.
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The following example shows how working capital advance payments are processed and
presents other considerations.

Example: The grantee’s policy is to limit working capital advances to the first
week of disbursement needs. A subrecipient submits a schedule of disbursements
to be paid out during the first week of operation. The total amount of the contract
is $136,000. The maximum limit on a working capital advance in this example is
$22,700 (cash needs for one week). An example of a disbursement schedule to
determine the amount of working capital advance is as follows:

Staff salaries $12,500
Insurance 1,000
Rent 800
Equipment rental 4,800
Office supplies 400
Training materials 3,200
Working advance $22,700

After a working capital advance is issued, the subrecipient would be reimbursed for its
actual cash disbursements. This advance is a one-time process designed to facilitate the start-up
of projects that need and qualify for an advance. Working capital advances must also be
liquidated to ensure that excess cash is not maintained by the subrecipient. The method of
liquidation may be specified by the awarding agency, provided that all advances are liquidated in
a manner designed to minimize actual cash on hand at the subrecipient level. Some methods that
might be used are reducing subsequent requests on a pro rata basis or reducing the first request
by the amount of the advance.

This method cannot be used if the reason for using it is the unwillingness or inability of
the awarding agency to provide timely advances to the subrecipient to meet its actual cash
disbursements. If an awarding agency is reluctant or unwilling to implement efficient and
speedy cash management procedures, the agency is disqualified from making working capital
advances.

ADDITIONAL CASH MANAGEMENT CONSIDERATIONS

Interest

The interest earned on cash drawn down for WIA Title | grants is considered program
income. A more detailed discussion of the interest requirements for WIA Title | programs is
found in Chapter 11-7, Program Income. For all other programs, interest is treated as follows:

Interest earned by States (for example, Wagner-Peyser Funds) is governed by the
Treasury-State agreement and remitted as part of overall State cash management practices.

July 2002 11-6-8 Cash Management



In accordance with 29 CFR 97.21(i), non-State governmental grantees and subgrantees
must remit interest earned on non-WIA Title | funds to the ETA on a quarterly basis. The
grantee/subgrantee is entitled to retain amounts less than $100 per year for administrative
expenses.

Nongovernmental grantees and subgrantees are governed by 29 CFR 95.22(l), which
requires an annual remittance of interest to the Federal government. Grantees/subgrantees are
authorized to retain up to $250 per year for administrative expenses.

Grantees and subgrantees are liable for interest earned on funds until the funds are paid
out by the banks, not when a check or warrant is issued or disbursed by the grantee.

Local Policy

Some local governments require that cash be on deposit in the account before a check can
be issued. In such instances, local governments are encouraged to regard funding documents
(e.q., recipient-issued letter of credit/subgrant award) as a guaranteed equivalent of cash on hand.

Cash Forecasting

Cash forecasting identifies specific needs within a specific time frame and should be
required. Cash forecasting can be daily, weekly, on some other defined disbursement cycle, or
as needed. The point is not to prescribe a specific cash forecast period, but to gear the cycle to
when cash is actually paid out at the bank. A valid clearance pattern is an acceptable method of
cash forecasting.

Most local area grantees and subrecipients operate on a cash advance basis. To the
maximum extent feasible, subrecipients should be provided with advance payments via EFT.
Consistent with the policy of maintaining minimum cash balances, the recipient is required to
develop procedures for subrecipients to submit requests for cash resources. Such procedures
should not allow cash to be paid out in amounts that exceed immediate needs.

WIA Individual Training Accounts (ITAS)

ITAs are defined and addressed in the WIA regulations at 20 CFR Part 663, Subpart D.
When an ITA has been established for an individual participant, payment for the training
services may be made in a variety of ways. A formalized payment method should be in place
before any payments are made. Payments under ITAs are governed by the cost standards
applicable to the expenditure of all Federal funds. Unless specifically required as a condition of
attendance, as in a tuition payment required before beginning a formal training course, payments
should not be made in advance of the receipt of services. The ITA itself is not an expenditure
document and does not authorize the drawdown of cash.
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Attachment 11-6-1

Funding Techniques under the
Cash Management Improvement Act

Grantees and subgrantees may select from among several funding techniques, and it is
possible to have a different funding technique for each program. These techniques are described
in 31 CFR Part 205. While the techniques are discussed as they relate to a State grant under the
CMIA, they may also be used by grantees and subgrantees not subject to the CMIA. The
techniques discussed in this Attachment are:

Zero Balance Accounting
Estimated Clearance
Average Clearance
Pre-Issuance Funding.

Zero Balance Accounting

How It Works. With this technique, a recipient requests funds, and the agency deposits
funds in a State account on the same day that program funds are paid out by the State. Under
this arrangement, the account balance is always zero.

How It Works for Subrecipients. The same concept can be applied to subrecipients
in a non-CMIA setting. A subrecipient requests funds equal to the amount paid out, and the
State agency deposits the same amount in the subrecipient account on the same day program
payments are made.

Using zero-based bank accounts, States can employ some variations to this technique to
improve cash management at the subrecipient level. For instance, separate zero-based accounts
could be established for all or a selected number of subrecipients at the same bank used by the
recipient. As checks are presented for payment, the bank simply transfers cash from the State
account to the zero-based subrecipient account in an amount equal to the total of checks
presented each day.

Many organizations use a separate bank account for payroll. A more efficient
arrangement is for the subrecipient to arrange for a zero-based payroll account with the bank.
The bank simply transfers from the agency working account to the payroll account an amount
equal to the amount of checks presented for payment. Such an arrangement eliminates the need
for cash to be deposited in a payroll account during the time period needed to clear payroll
checks.
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Estimated Clearance

Neither the Federal government nor a State will incur an interest liability when this
funding technique is properly applied.

How It Works. Clearance patterns that are auditable and based on sound principles
must be established but need not track every transaction. Statistical sampling models can be
used. Clearance patterns establish the cash needs and payout relationship. The following
example is based on $1.5 million worth of checks mailed to subrecipients/contractors by the
State.

Day Dollars Cash Requested From
Paid Out by State (%) Federal Government ($)
0 Checks Mailed -0-
1 -0- -0-
2 -0- -0-
3 -0- 450,000
4 30 600,000
5 40 300,000
6 20 150,000
7 10 -0-

This technique requires processing several drawdowns on consecutive days. Timing and
error-free drawdowns are fundamental requirements of the estimated clearance technique.

How It Works for Subrecipients. The same concept can be applied at the
subrecipient level. A subrecipient requests funds one business day prior to need, and the State
deposits funds the next business day in the subrecipient bank account, based on the established
clearance pattern. Timing and error-free drawdown processing are important to ensure cash
availability.

Average Clearance

Under the CMIA, neither the Federal government nor the State will incur an interest
liability when this funding technique is properly applied.

How It Works. Average clearance is established based on the dollar-weighted average
number of days required for funds to be paid out (bank clearance) by the State after a
disbursement. How this works is clarified in the following example. The factor is obtained by
multiplying days by percent of dollars paid out. In this example, the State mails $1.5 million in
checks to subrecipients.
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Days Dollars Paid Out (%) Factor

1  (Checks issued) -0-

2  Cash requested -0-

3  Cash deposited, 30 .60

Checks clear

4 Checks clear 40 1.20

5  Checks clear 15 .60

6  Checks clear 10 .50

7 Checks clear 05 _.30
Total Average Days 3.20

Based on the above average clearance of three days, the State requests $1.5 million on
Day 2 and receives that amount on Day 3, which is the dollar-weighted average number of days
required for checks to be presented at the bank rounded to the nearest whole number. As with
estimated clearance, average clearance can be employed at the subrecipient level.

Pre-Issuance Funding

When this funding technique is applied, a State will incur an interest liability to the
Federal government from the day Federal funds are credited to a State account to the day the
State pays out the funds for program purposes. The following example shows how interest will
accrue, assuming $1.5 million in Federal funds deposited in the recipient’s account on Day 0.

Day Dollars Paid Out by Recipient (%)
0 (Federal funds deposited) -0-
1 (Funds on deposit) -0-
2 (Recipient issues checks) -0-
3 Funds on deposit -0-
4 Checks clear 60
5 Checks clear 20
6 Checks clear 10
7 Checks clear 5
8 Checks clear 5

How It Works. Under the above pre-issuance funding arrangement, the State will owe
the Federal government four days of interest on 60 percent of the funds, or $900,000, since that
amount will be paid out for checks presented four days after Federal funds are deposited in the
State account. The State will owe five days of interest on 20 percent of the funds, or $300,000;
six days of interest on 10 percent of the funds; and so on.

A State will incur an interest liability to the Federal government if Federal funds are in a
State account prior to the day the State pays out funds for program purposes. A State interest
liability will accrue from the day Federal funds are credited to a State account to the day the
State pays out the Federal funds for program purposes.
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Chapter II-7

Program Income

INTRODUCTION

This chapter defines program income; distinguishes between what program income is and
is not; and provides guidance on the proper methods of calculating, using, and applying program
income. It contains the following sections:

Definition

Program Income Inclusions

Interest Income

Program Income Exclusions

Accounting for Revenue and Cost of Generating Program Income
Accounting for the Expenditure of Program Income

Uses of Program Income

One-Stop Program Income.

What the Regulations Require

The requirements governing 