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of the Department of Labor and Employment and the Governor’s Office of
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Wor kfor ce Development Programs
Performance Audit, June 2003

Authority, Purpose, and Scope

This performance audit was conducted under the authority of Section 2-3-103, C.R.S., which authorizes
the State Auditor to conduct audits of al departments, ingtitutions, and agencies of state government. The
audit was conducted in accordance with generally accepted government auditing standards.  Audit work
was performed from October 2002 through May 2003.

The audit reviewed the workforce development programs managed by the Department of Labor and
Employment and the Governor’s Office of Workforce Development. A particular focusof the audit isthe
federal Workforcelnvestment Act, thelargest program overseen by the Department’ sOffice of Workforce
Devdopment Programs, and the Department’ s interaction with the Governor’s Office of Workforce
Development. Aspart of the audit, we eva uated the operations of local workforce investment regionsand
the Department’ soversight of these operations. We conducted sitevisitsto 12 regiona workforce centers.

Workforce Development Programs

The Office of Workforce Development Programsis responsible for administering and overseeing avariety
of employment and training programsin Colorado that ass st both job seekersand employers. Themgority
of the services administered by the Office are offered through regiond workforce centers. The State is
divided into the following nine workforce areas - Adams, Arapahoe/Douglas, Boulder, Denver, Larimer,
Pikes Pesk, Tri-County, Weld, and the Rurad Consortium. The Rural Consortium is further divided into
the following subregions. Broomfield, Eastern, Mesa, Northwest, Pueblo, Rural Resort, South Centrd,
Southeast, Southwest, Upper Arkansas, and Western. Many of the regions and subregions are operated
by loca government agencies. However, oneregion and nine subregions are operated by the Department
in areas where loca governments have dected not to administer the workforce programs.

One of the primary dutiesof the Office of Workforce Development Programsisto overseeactivitiescarried
out in accordance with the federa Workforce Investment Act (WIA) of 1998 (P.L. 105-220). Under
WIA, “one-stop” workforce centerslocated throughout the State arerespongblefor ddlivering dl federaly
funded employment and training services. WIA provides arange of servicesincluding core services, such
as job search and placement assstance; intensive services, such as in-depth kills

For more information on thisreport, contact the Office of the Sate Auditor at (303) 869-2800.
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assessments, training assstance, such as vocationd skills training; and supportive services, such as gas
vouchers and child care assstance.

The Governor’ s Office of Workforce Development (OWD) provides staff support to the State Workforce
Deveopment Council, whichisresponsiblefor providing policy direction for the State’ sworkforce system,
and for administering aportion of WIA discretionary funds. The Department works closely with the OWD
in carrying out the WIA program.

Key Findings

WIA expenditures by local workforce regions are not always made in accordance with
federal guidelines. We reviewed 142 WIA casefilesfor clients who received WIA sarvicesin
State Fiscal Y ear 2002 and we question expendituresfor 40 of them (28 percent). These filesdid
not appear to be in compliance with the federa requirements for providing supportive services
and/or training servicesto clients. The casesinvolved about $40,000 in supportive services and
training expenditures, representing just over 20 percent of the total $195,000 expended for such
sarvicesin thefileswereviewed. Inaddition, wefound 33 files (23 percent of thetota reviewed)
for clients who were gpproved for supportive and/or training services, with expenditures totaing
$25,000 (13 percent of thetotal $195,000 reviewed), that did not contai n adegquate documentation
to enable usto determineif the expenditureswerein accordance with federd law. Thepoliciesand
procedures developed by the Department relating to these issues need to be improved.

The Department doesnot useinfor mation on per -client spending within theWI A program
to target its monitoring efforts. We identified 288 clients served during Caendar Y ear 2002
(7.6 percent) who received over $3,500 eachintraining and/or supportive services, which exceeds
the typicd limit of about $3,000 set by most regions. In addition, we found one client who
received amost $9,000 in supportive services. The Department currently reviews a random
sample of case files when it conducts on-site monitoring of the regions and does not target its
review to include cases where large expenditures have been made for individud clients. The
Department should use per-client data to focus its monitoring effortsin high-risk aress.

The Department hasnot established criteriato help regionsdeter minethe availability of
funding for purposes of offering priority of service to low-income clients in the Adult
program. Federal regulations state that if funds alocated to aloca area for the WIA Adult
program are limited, priority for intensve and training services must be given to low-income
individuds. The regulations specify that “snce funding is generdly limited, States and locdl aress
must establish criteria [to] ... determine the availability of funds’ and that “ States and locad areas
must give priority to low-incomeindividuasunlesstheloca area has determined that funds are not
limited.” Although five of Colorado’sworkforce regions had obligated at |east 90 percent of their
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WIA Adult fundsfor State Fisca Y ear 2003 by December 31, 2002, and four regionstold usthey
were out of training funds in January 2003, some of these regions still have not begun offering
priority to low-income individuas in the Adult program. At the time of our audit, 14 regions and
subregions had implemented priority-of-service policies dueto limited funding, but the percentage
of low-income clients being served isdecreasing. In State Fisca Y ear 2001, low-income people
comprised 75 percent of the tota population in the WIA Adult program and 79 percent of those
recaiving training. By State Fiscal Y ear 2003, low-income adults made up 57 percent of the total
population inthe WIA Adult program and 55 percent of thosereceiving training. The Department
has not developed criteria or provided guidance to the regions to help define “limited” funding.

» The Department has not conducted on-site monitoring of all the subregions and did not
monitor all discretionary grantsin State Fiscal Year 2002. WIA requires annud on-Ste
monitoring of al workforce regions to ensure compliance with federa laws and regulations. We
found that as of April 2003 the Department had not monitored seven subregions within the Rura
Consortium since theinception of WIA in July 2000. The Department isusing arotation schedule
to monitor all the subregions over a period of severa years. Without adequate, independent
assessment of each subregion’s operations, the Department does not have sufficient information
to use thistype of risk-based approach to monitoring. In addition, we found atota of about $1.1
millionin federd discretionary grants to the regions were not monitored when the Department
conducted its first on-site monitoring cycle in the soring of 2002.

» The Department could expand itsuse of various data to evaluate the effectiveness and
continuous improvement of the wor kfor ce system. Althoughthe Department collectsavariety
of information on WIA program participants, it does not use the data to evauate the system and
determine whereimprovementsmay beneeded. For example, the Department hasinformation that
indicates that the proportion of clients who find employment related to the training they received
is fairly low (about 60 percent of Adult program clients and about 40 percent of didocated
workers). However, the Department has not investigated these deta to determine if they indicate
areas where program changes are needed.

» The Office of Workforce Development (OWD) does not always distribute and use WIA
discretionary fundsin atimely manner. The OWD, under direction from the State Workforce
Deveopment Council, manages 10 percent of Colorado's annua WIA alotment, which has
averaged about $2.1 million each year in State Fiscal Y ears 2001, 2002, and 2003. We found
digtributionof fundsto theregionsis often delayed, reducing theamount of time regionshaveto use
the monies. Specifically, in State Fiscdl Y ears 2001, 2002, and 2003, the OWD rolled forward
intothe next fiscal year about $1.14 million, $850,000, and $702,000, respectively, or on average,
over 40 percent of the total annua budget of WIA discretionary funds each year. Further, as of
December 2002, the OWD had not distributed or spent over $275,000 in State Fiscal Y ear 2001
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funds, which must be used by June 30, 2003. Findly, the OWD does not dways spend older
money fird, increasing the risk that some funds will not be used before they expire and will have
to be returned to the federd government.

A summary of our recommendations and the responses of the Department of Labor and Employment and
the Office of Workforce Development can be found in the Recommendation L ocator.



RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency Implementation
No. No. Summary Addressed Response Date

1 23 Improve controls over the use of WIA funds by Colorado’s Department of Labor Agree January 2004
workforce regions to ensure limited funds are used effectively & Employment
in compliance with WIA requirements.

2 26 Improve monitoring and auditing of the workforce regions by Department of Labor Agree January 2004
using information on per-client spending to help target oversight & Employment
efforts.

3 29 Clarify the circumstances under which funds can be considered Department of Labor Partially January 2004
limited or not limited for purposes of offering priority of service & Employment Agree
to low-income clients in the Adult program.

4 32 Improve oversight of the WIA program by implementing Department of Labor Agree January 2004
procedures to assess workforce center documentation on & Employment
approving and disapproving WIA clients for training.

5 35 Improve compliance monitoring by collecting and analyzing Department of Labor Partially January 2004
information on all subregions for use in risk-based monitoring, & Employment Agree
reviewing all discretionary grants, and formalizing monitoring
procedures in written guidance and training.

6 37 Discontinue monitoring of WIA discretionary grants. Office of Workforce Agree July 2003

Development

7 44 Regularly review data from routine reports and use the data as Department of Labor Agree September 2003

a basis for evaluation studies to promote continuous & Employment

improvement in the workforce system.
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Rec. Page Recommendation Agency Agency Implementation
No. No. Summary Addressed Response Date

8 46 Strengthen mechanisms for measuring performance of the Department of Labor Agree Ongoing
regions by renegotiating local performance standards only in & Employment
accordance with criteria developed by the Department.

9 53 Streamline and simplify the discretionary grant process. Department of Labor Agree January 2004

& Employment

10 55 Announce grant opportunities to the regions as soon as the Department of Labor Agree January 2004
availability of funds is known. & Employment

11 58 Implement procedures to expedite the distribution and spending Office of Workforce Agree September 2003
of WIA discretionary funds. Development

12 58 Improve oversight of WIA discretionary funds by notifying the Department of Labor Agree December 2003
Office of Workforce Development and the regions of unspent & Employment
funds within a specified time frame before the end of each fiscal
year and reallocating funds not used within the specified time
frame.

13 61 Improve communication regarding discretionary fund budgets. Office of Workforce Partially June 2004

Development Agree

14 62 Improve oversight of WIA discretionary funds by conducting Department of Labor Agree December 2003

annual audits of the Office of Workforce Development and & Employment

implementing other measures to provide adequate oversight.




Overview of the Office of
Wor kfor ce Development Programs

The Office of Workforce Development Programs (Office) islocated within the Division of
Employment and Training in the Colorado Department of Labor and Employment. The
Officeisrespongiblefor administering and overseeing avariety of employment and training
programs in Colorado that assist both job seekers and employers. The mgority of the
servicesadminigtered by the Office are offered through regiona workforce centerslocated
in the State’'s nine workforce areas, which are: Adams, Arapahoe/Douglas, Boulder,
Denver, Larimer, Pikes Peak, Tri-County, Weld, and the Rurd Consortium. The Rura
Consortium isthen divided into 11 subregions. Broomfield, Eastern, Mesa, Northwest,
Pueblo, Rura Resort, South Central, Southeast, Southwest, Upper Arkansas, and
Western. Theregionsand subregionsare shown inthefollowing map. Most of theregions
are operated by loca government agenciesand most of the subregions are operated by the

Department in areaswhereloca governmentshave el ected not to administer theworkforce
programs.

Rural Resollt Subregioy

Mesa Subregion

: Subregion

Sour ce: Information provided by the Department of Labor and Employment.
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The Office of Workforce Development Programs has an annua budget of about $54
million, mogt of which is federal funding, and about 224 FTE. Additiond detail on the
Office’ sbudget isincluded later in this chapter.

The Federal Workforce lnvestment Act

One of the primary duties of the Office of Workforce Development Programsisto oversee
activities carried out in accordance with Title | of the federd Workforce Investment Act
(WIA) of 1998 (P.L. 105-220). States began implementing WIA in July 2000 and the
program continuesto evolve asit becomes more established. The purposesof the Act are
to:

* Increase employment, retention, and earnings for participants.

* Increase occupationa skill attainment by participants.

* Improve workforce quality.

*  Reduce welfare dependency.

»  Enhance productivity and competitiveness of the nationa economy.

Under WIA, “one-stop” workforce centers located throughout the State are responsible
for ddivering dl federaly funded employment and training services. These centers assist
job seekerswith employment preparation and referrds, provideeducational and vocationd
training assstance, recruit employees for businesses facing labor shortages, and provide
youth with academic skills and work experience to prepare them for the job market,
among other activities. WIA providesarange of servicesincluding core services, such as
job search and placement assstance; intensve sarvices, such as in-depth skills
assessments, training assi stance, such asvocationa skillstraining; and supportive services,
such as gas vouchers and child care assistance.

WIA aso established 17 performance indicatorsfor statesand loca workforceregionsto
evauate program outcomes. According tothe U.S. Department of Labor (USDOL), the
purpose of theseindicatorsisto set performance goason astate and locdl leve, to ensure
the comparability of state performance results, and to provide information that facilitates
program improvement. The indicators measure a range of dements, such as the
percentage of clients in the program that obtained employment, retained a job for six
months, and reached a specified levd of earnings. 1n June 2003 the Department was
recognized by the USDOL as being one of 16 states to exceed its WIA performance
standards and become dligible to receive a $1.1 million grant to support innoveative
workforce development and education programs.

Fndly, WIA requiresthat each sate establish astate workforce investment board, known
in Colorado as the State Workforce Development Council, to provide genera policy and
planning guidance to the workforce system. The Governor’'s Office of Workforce
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Development, located in the Department of Loca Affairs, provides logigtica and staff
support to the State Council.

In addition to WIA, the one-stop centers offer basic Employment Services programs to
anyone seeking assistance. These programs provide core employment services such as
those described above for WIA. Asthe following table shows, the Employment Services
programs serve alarge number of clients with core services, while WIA serves asmdler
number of clients, focusing on intengive, training, and supportive services. Both employed
and unemployed individuas may use services provided through WIA and the Employment
Services programs.
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Participants Served in Colorado’'sWIA and Employment Services Programs
For State Fiscal Years 2001, 2002, and 2003

SFY 2001 SFY 2002 SFY 2003t

Workforce Region Employ. Employ. Employ.
WIA Service WIA Services | WIA Services

S

Adams 385 15,152 718 25,731 444 18514
Arapahoe/Douglas 685 19,017 980 37,823 662 21,717
Boulder 171 8,347 229 15,675 180 12,300
Denver 833 24,455 1,232 41,331 992 29,891
Larimer 376 10,531 565 14,521 405 11,593
Pikes Peak 345 18,497 1,130 29,502 1,190 26,789
Tri-County 376 11,081 509 16,484 403 16,222
Wed 266 7,731 474 12,452 367 10,024
Rural Consortium:

Broomfield Subregion? N/A N/A N/A N/A N/A 2,757
Eastern Subregion 103 5,225 205 6,401 213 5,450
Mesa Subregion 285 9,669 581 11,267 471 9,006
Northwest Subregion 62 5331 83 6,699 42 4,804
Pueblo Subregion 375 10,550 562 13,078 404 8,940
Rural Resort Subregion 73 5,565 142 7,939 115 6,396
South Central Subregion 445 8,336 567 8,910 332 6,188
Southeast Subregion 161 5,296 167 5,446 93 4,267
Southwest Subregion 128 7,947 234 7,623 132 5,185
Upper Arkansas 58 5194 132 5,987 93 4,789
Subregion 158 6.960 229 7.878 63 5264
Western Subregion 1,848 70,073 2,907 82,097 1,963 63,046

Subtotal Rural Consortium

Total - All Regions 5,335 | 184,884 8,744 | 274,747 | 6,606 | 210,096

Sour ce: Data provided by the Department of Labor and Employment.

1 SFY 2003 datathrough January 2003.

2 Broomfield became a separate subregion in 2002. The Department did not begin tracking separate data for
Broomfield until FY 2003.

Fndly, loca one-stop centers manage other related programs, including job assistancefor
veterans and the federd Wefare-to-Work program, which provides additiona
employment-related resources to supplement the welfare reform funds included in the
federd Temporary Assistance to Needy Families (TANF) block grant.
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Other Employment and Training Programs

The Office of Workforce Development Programs administers several programs from its
centrd location in Denver, induding:

Trade Adjustment Assistance (TAA) - The Depatment serves as the
USDOL'’s agent in administering the TAA program. The USDOL certifies
companies that have trade-rdlated layoffs which alows laid-off employees to
contact local workforce centers for services such as increased unemployment
benefits and expanded access to training.

Rapid Response - Under WIA, gstates must offer immediate employment and
training services to employees of companies conducting large layoffs. Statewide
rapid responseactivitiesare managed by acentra unit withinthe Department while
regiond activities are managed by the locd workforce centers in aress
experiencing sgnificant layoffs.

Worker Opportunity Tax Credit (WOTC) - Through WOTC, employerscan
apply for atax credit if they hire individuas with barriers to employment (eg.,
crimina offenders, those with educational deficiencies, etc.). The Department
must determine employer digibility for this credit.

Labor Certification - Employerswishing to hireanon-U.S. citizen for aspecific
job must complete the labor certification process. The Department processesthe
certification request and announces the pogition to alow qudified U.S. citizensto
aoply. The decision to provide a non-U.S. citizen with a visa to work in this
country rests with the U.S. Department of Labor.

Veterans Work Incentives Program - When a state accepts Wagner-Peyser
funds, it agrees to give veterans priority in employment services. This program
providesfundsto employ veteransin positionsrel ated to workforce devel opment,
such asthose that conduct outreach for veterans services.

Displaced Homemaker - Under this program, the Department offers grants to
workforce regions to provide services through the one-stop centers to
homemakers who are forced to enter the workforce.

Fundingand FTE

Higtorically, about 90 percent of the funding for programs administered and overseen by
the Office of Workforce Development Programsisfrom federd sources. Asthefollowing
chart shows, for State Fiscd Y ear 2003, the largest sSingle source of federd fundsisthe
Workforce Investment Act (WIA), followed by the Wefare-to-Work block grant and the
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Wagner-Peyser Act. Until State Fiscal Y ear 2003, the Employment Support Fund, which
contains aportion of the taxes paid by Colorado employers based on the wagesthey pay,

provided the mgority of the Office' s cash funds, averaging about $5.4 million annudly for
the past severa years. However, in State Fiscal Y ear 2003 the Department received a
supplementa appropriation replacing Employment Support Fund monies with federa

Reed Act funds, which can be used for essentidly the same purposes.

The Department’ s Office of Workforce Development Programs was appropriated about
224 FTE for State Fiscal Year 2003.

Funding Sources for the
Office of Workforce Development Programs
SFY 2003 - $54 Million Total

Reed Act Funds -
$5.6M
10%

Wagner-Peyser -
$10.3M
19%

Trade Adjustment
- $2.3M
4%

WIA - $20M
38%

Welfare-to-Work
- $15.9M
29%

Sour ce: State Fiscal Year 2003 Appropriations Bill and data provided by the
Department of Labor and Employment.

Federd law dlows the states three years to spend each annua WIA and Wagner-Peyser
dlocation. Therefore, for State Fiscal Year 2001, Colorado had from July 1, 2000,
through June 30, 2003, to spend these federal funds. Theworkforceregionsarealowed
two years to spend their WIA funds and one year to spend their Wagner-Peyser and
Employment Support Fund monies. Therefore, for State Fisca Y ear 2001, the regions
had until June 30, 2002, to spend their WIA alocationsand until June 30, 2001, to spend
their Wagner-Peyser and Employment Support fund alocations. If theworkforceregions
do not spend their WIA and Wagner-Peyser alocations within the permitted time frames,
the Department reallocates the excess funds among regions needing additional monies.
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The following table shows the regiona dlocations of WIA and Employment Services
(Wagner-Peyser and Employment Support Fund) monies for the past three state fiscal
years.

WIA and Employment Services Allocationsto the Workfor ce Regions
for State Fiscal Years 2001, 2002, and 2003

SFY 2001 SFY 2002 SFY 2003
Employment Employment Employment
Workforce Region WIA Servicest WIA Services! WIA Services!
Adams $989,387 $714,164 $848,783 $640,550 $835,345 $686,99
Arapahoe/Douglas $1,068,081 $951,329 $947,192 $931,002 $964,542 $985,
Boulder $597,703 $607,767 $497,794 $640,510 $489,241 $570,
Denver $2,845,798 $1,370,995 $3,246,872 $1,201,496 $2,764,793 $1,123,
Pikes Peak $2,119,863 $952,214 $2,006,789 $904,604 $1,803,193 $899,7
Larimer $697,619 $702,389 $801,503 $617,139 $625,852 $546,81
Tri-County $966,096 $604,601 $832,904 $713430 $807,026 $638,%4
Weld $751,212 $391,984 $618,482 $462,541 $581,676 $423,00
Rural Consortium
Broomfield Subregion? N/A N/A N/A N/A $126,955 $200,
Eastern Subregion $453,231 $436,496 $373,675 $431,097 $403,018 $410,77
Mesa Subregion $630,485 $470,685 $572,782 $456,675 $654,261 $455,1
Northwest Subregion $281,906 $384,700 $236,850 $394,570 $222,880 $364,
Pueblo Subregion $1,311,969 $506,838] $1,171,167 $471917] $1,368418 $491,
Rural Resort Subregion $478574 $621,128 $390,245 $544,337 $39%4,496 $462,36
South Central Subregion $1,129,721 $498,143 $1,080,430 $436,556 $1,049,958 $469,8!
Southeast Subregion $379,627 $436,846 $360,811 $383,366 $419,953 $345,63
Southwest Subregion $624,471 $480,873 $623,446 $435,563 $534,845 $403,94
Upper Arkansas Subregion $315,015 $468,835 $275,875 $410,872 $351,919 $362,6
Western Subregion $755,718 $494971 $599.430 $441,.807 $601,016 $404.37
Subtotal - Rural Consortiuns $6,360,717 $4,799515] $5,684,710 $4,411,760] $6,127,719 $4,370,
Total - All Regions® $16,396,475 $11,094,958] $15,485,025 $10523032] $14,999,.385| $10,24543

Sour ce: Data provided by the Department of Labor & Employment.
! These funds include both Wagner-Peyser and Employment Support Fund monies.
2 Broomfield began to receive WIA and Wagner-Peyser allocationsin SFY 2003.

3 Totals may not agree due to rounding.
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Audit Scope

Our audit focused on the WIA and Employment Services programs operated by thelocal
workforce regions under the Department of Labor and Employment’s oversight. In
particular, we reviewed how services are provided at the local level, how the Department
oversees and monitors program activities and the use of funds, how the Department
digtributes funds to the regions, and how the Governor's Office of Workforce
Deve opment managesthe discretionary fundsfor whichit isresponsible. During the audit
we visited five regions and seven subregions around the State and contacted another three
regions and three subregions by phone to obtain information on their operations.

As noted above, in June 2003 the Department was recognized by the USDOL for
exceeding its tatewide WIA performance standards. Thisaccomplishment isareflection
that the Department has met or exceeded the minimum standards for the WIA program.
At the same time, WIA charges states with implementing continuous improvement
measures. This audit report contains recommendations that are intended to focus the
Department’ scontinuousimprovement effortsand encourageincreased effectivenessinthe
program beyond the minimum federd standards.

This audit did not include the Welfare-to-Work program which was audited in 2001.
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Department Guidance and
Oversight

Chapter 1

The Workforce Investment Act (WIA) emphasizes state and loca flexibility in providing
employment and training services to dients. Its guiding principles give loca officids
sgnificant authority to establish workforce programstailored to meet the specific needs of
employers and job seekersin loca and regiona labor markets. At the same time, WIA
regulations and state satutes assign responsbility to the Department for oversight of the
workforce regions, including providing guidance and monitoring. Specificaly:

20 CFR part 661.120 (WIA rules) states, “The State should establish policies,
interpretations, guiddines and definitions to implement provisons of ... WIA ...
[thet] are not inconsistent with the Act and the regulations ....”

Section 8-71-223(2), C.R.S,, dtates, “The Department shall provide ongoing
consultation and technical assstance to each work force investment area for the
operation of work force investment programs.”

Federal Office of Management and Budget (OMB) Circular No. A-133: Audits
of Sates, Local Governments, and Non-Profit Organizations, Subpart
D.400(d)(3) satesthat the Department, asapass-through entity for federa funds,
ghdl “monitor the activities of subrecipients as necessary to ensure that Federa
awardsare used for authorized purposesin compliancewith laws[and] regulations
and ... that performance goals are achieved.”

20 CFR part 667.410 States, “ Each [State] ... must conduct regular oversight and
monitoring of [the] ... WIA activities... of itssubrecipientsand contractorsin order
to: (1) determinethat expenditures have been made against the cost categoriesand
withinthe cogt limitations specified inthe Act ... (2) determine ... compliancewith
other provisons of ... gpplicable laws and regulations; and (3) provide technica
assistance as necessary and appropriate.”

In accordance with WIA’s principles of providing a strong role for loca workforce
invesment boards, Colorado’s philosophy has been to give the loca regions as much



16

Workforce Development Programs Performance Audit - June 2003

control as possible over the program’s operations.  Within their loca authority, the
workforce centers use various methods to determine the level of employment services
needed by each dient. Firg, dl dients must meet basic digibility criteriatobeenrolledin
WIA. Forthe Adult program, clientsmust be 18 years of age or older. For the Did ocated
Worker program, clients must be 18 years of age or older; have been terminated or laid

off (or have received a notice of termination or layoff) and be unlikely to return to a
previous industry or occupation; or be displaced homemakers. For the Y outh program,

clients must be aged 14 through 21 years, meet low-income criteria, and have barriersto
employment such asbeing deficient in basic literacy skills. Upto 5 percent of youth served
are not required to be low-income if they meet the other digibility criteria

Any dients meeting these basic criteria can be offered WIA core services. Clients who
cannot obtain employment or a self-sufficient wage through core servicesmay progressto
WIA intensive sarvices, such as the development of an individud employment plan, and
to training assstance, such as occupationa skills training. They may aso receive
supportive services, such as gas vouchersor child care. Larger workforce centers tend
to use a committee gpproach for gpproving training: a counsdor presents a training
proposal for a client and the committee decides whether to approveit. Smdler centers
typicaly alow individua counsdors to make training decisons with guidance from their
supervisors. The determination to provide supportive services usualy occurs when the
center offers ether intensive or training services to the client.

Although locd flexibility is emphasized by WIA, the Stateis il ultimately responsible for
how funds are spent, as noted above. The Department carries out its oversght and
monitoring roles by establishing Program Guidance Letters (PGL s) that inform the regions
of federa requirements, by assigning a Departmenta representative to each region to
conduct ongoing monitoring and providetechnical assistance, by performing annua on-dte
compliance monitoring vidtsto the regions, and by completing yearly financid auditsof dl
regions and subregions.

We reviewed the Department’ sgenerd oversight, guidance, and monitoring of theregions
and noted a number of concerns, as discussed in this chapter.

Controlsover Program Expenditures

Asshowninthe Overview section of thereport, the Department has alocated, on average,
over $15 million annudly in WIA funds to the State’ sworkforce regionsin the past three
years. Although these funds have alowed the regiona workforce centers to provide
training and employment services to an average of over 7,000 adult, didocated worker,
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and youth clientseach year, they are not unlimited and are not sufficient to provide services
to everyone who may benefit from them. Department saff estimate that current funding
only alowsthe program to serve about 5 percent of those who could use WIA' s services.
The lack of funding isfurther illugtrated by the fact that for State Fiscal Y ear 2003, five of
the nineworkforceregionshad obligated at |east 90 percent of their WIA Adult allocations
and four had obligated at least 90 percent of their Didocated Worker dlocations by
December 31, 2002, or hafway through the fiscal year. Three of these regions, as well
asonesubregion, indicated that as of January 2003, they could not afford to fund training
assstance for any new clients, whatever their level of need, until the next fiscd year
because they were out of training money.

Congtraints on resources within the WIA program make it critical that the workforce
centers use the funds as effectively as possible by making appropriate decisons regarding
the type and amount of assstanceto provideto clients. If workforce centersuse fundsfor
clients who do not need assistance, or to provide assistance that does not promote
accomplishment of the program’ sgods, they diminish the vaue of the program. Wefound
that the workforce centers sometimes provide services that do not clearly meet the
requirements of WIA.

Questionable Expenditures

Accordingto OMB Circular No. A-133, which provides guidance for the Single Audit
Act, the Office of the State Auditor is responsible for reporting on questioned costs for
federa awards. As part of our audit, we reviewed 142 WIA case files from the five
workforce regionsand seven subregionsthat we visited acrossthe State. Thefocusof our
review was on eva uating whether expenditures were made in accordance with the WIA
rulesdiscussed below. Wefound that the casefilesdid not awaysjustify that expenditures
were made in accordance with these federd guidelines, thusincreasing therisk of errors,
irregularities, and federa recoveriesof undlowable expenditures, and potentialy reducing
the effectiveness of the fundsin accomplishing WIA objectives. We identified concerns
with both supportive services and training expenditures for WIA clients, as described
below.

Supportive Services: WIA rulesat 20 CFR part 663.805 state that supportive services
may only be provided:

* To individuds who are unable to obtain supportive services through other
programs providing such services, and

*  When they are necessary to enable individuasto participatein WIA activities.
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Furthermore, OMB Circular No. A-87, Attachment A(C)(1)(a), Satesthat expenditures
mugt “ benecessary and reasonabl efor proper and efficient performanceand administration
of Federal awards.”

We reviewed 78 casefilesfor clientswho received sometype of supportive service. We
question expenditures for 27 of the cases (35 percent) which did not appear to be in
compliance with the federd requirements that supportive services only be provided when
they are necessary for client participation in WIA and are unavailable from other sources.
For the most part, we found examples of supportive services that were not judtified in
accordance with federd regulations in files from WIA’s Adult and Didocated Worker
programs, including the following:

* One client who received $2,900 in supportive services to assst with moving
expenses asociated with a new management-level postion.  The client had
accepted this job before enrolling into WIA and thus did not appear to need any
WIA sarvices a dl.

* One client who received atotal of $1,200 in rent payments for three separate
months. 1t wasunclear why the region paid rent for three monthswhenitsregiona
policy was to pay rent no more than once and there was no evidence that this
ass stance was unavailable from other sources.

*  Oneclient who received $1,000 in car repair expenses, dthough it was unclear
that the dlient was receiving any WIA services a the time this supportive service
was provided. Asaresult, the case does not appear to meet the requirement that
the supportive service was necessary for the client to participate in WIA.

*  Onedient who received $822 in mileage rembursement to travel from the Sate
of Washington back to Colorado. The client atended a training program in
Washington and intended to relocate there. The client made the trip during a
break in the training program. This expenditure does not appear to meet any of
the criteria cited above for supportive services expenditures.

*  Onedient who received $240 in gas vouchers from a workforce center to help
with trangportation to training classes, even though the file' s log notes indicated
that the client intended to attend the classes with or without the center’ shelp. The
client’sintention of attending training without the center’ s assistance indicates that
supportive services were not necessary for this client’s participation in WIA, as
required by federa rules.
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Ovedl, we question about $11,000 (52 percent) of about $20,700 expended for
supportive servicesin thefileswereviewed. Although some of these casesinvolved smdl
amounts of supportive services funds, many dlients receive smdl amounts on multiple
occasions. In addition, we found the existence of questionable costs in cases that were
spread throughout the State, which indicatesthat weaknessesin the determination of need
for supportive services is a systemic problem.

Training: 20 CFR part 663.240(b) states that a client’s case file must “ ... contain a
determination of need for training ...” and 20 CFR part 633.310 dates that training
services are available to adults and didocated workers who:

* Have been determined to be unable to obtain or retain employment through
intensve services.

» Have the skills and qudlifications to successfully complete the selected training
program.

» Sdect atraining program that isdirectly linked to employment opportunitiesinthe
locd areaor in ancther areato which the individua iswilling to relocate; and

» Areunableto obtain grant assistance from other sourcesto pay the costs of such
traning.

Section 8-71-218.5(2), C.R.S., aso establishes criteria for providing training services,
daing:

“Access to training sarvices, as specified in the federd act, shdl be
available to participantswho have met digibility requirementsfor intensve
services, are unableto obtain or retain employment through such services,
are determined ... to bein need of such services, and are éigible for such
services as specified in the federd act ....”

We reviewed 89 filesfor clients who were approved for WIA training services. On the
basis of our review, we question expenditures for 13 of the cases (15 percent) that were
not clearly in compliance with thefederd requirementsfor providing training serviceslised
above. Some of the questionable filesin our sample included:

e Oneclientwhoreceived $4,635in ass stancefor acomputer programming course,
despite the fact that the client’ s region was experiencing large layoffs in high-tech
fields and there were no clear employment opportunities directly linked to the
training program. Although the client obtained employment after completing the
course, there was no indication that the job was related to the training received.
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In fact, the case notes showed that the client had not even taken the test to earn
cetification in this computer program eight months after completing the
catification class work.

* Onecdlient who received $3,965 in assistance for tools and training as awooden
boat-builder in Washington state.  Although WIA permits regions to gpprove
training for classesheld in other sates, theregions il have an obligation to ensure
that training is directly linked to occupations in demand. In this case, the region
did not independently verify information provided by the client that boat-building
was a demand occupation in Washington. At the time of our review, this client
had completed training and obtained employment in Washington that was smilar
to aformer position held in Colorado and unrelated to the training. The client was
continuing to pursue training-related employment as well as considering opening
abusnessin an unrelated field.

e One client who received $2,500 in training assistance to pursue a red estate
finance course. The dient had previoudy received red edtaetraining through the
same workforce center and had not been able to find employment in that field.
The log notes documented the counsdlor’ s concern that the client would not be
successful in finding employment in red etate with the additiond training. The
dient had not obtained employment in the red estate fidld two years after finishing
this additiond course.

*  One client who received $1,000 in training assistance to attend a preparation
course for the police academy entrance exam. The workforce center’s
assessments of the client reveded limited skillsin certain aress, including math and
reading, which indicated that the client may not have had the skills necessary to be
successful with thistraining program. At thetime of our review, the dient had not,
17 monthsafter completing thetraining, passed the police academy entrance exam
in two attempts.

In all, we question about $29,100 (17 percent) of the approximately $174,300 expended
for training servicesin the fileswe reviewed. Although we cannot project these amounts,
or those from the supportive services review, to the entire population of WIA
expenditures, the fact that we question costsin cases a 10 of the 12 workforce centers
we vigited rai ses concerns about the extent to which funds may be used for supportive and
training services that are not entirely judtified.

Documentation

Inaddition to the questioned expenditures described above, we found that some casefiles
did not contain adequate documentation for us to determine if the expenditures were
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appropriate. Specificdly, of the 78 files we reviewed where supportive services were
provided to the client, 23 (29 percent) lacked documentation that would alow areviewer
to determineif the expenditure complied with federal requirementsfor providing supportive
sarvices, as described above. Of the 89 files we reviewed where training was approved,
10 (11 percent) lacked documentation that would allow an independent reviewer to
determine if the expenditure met the requirements for providing training services. Dueto
the lack of documentation, we were unable to conclude on whether $5,100 in supportive
services (25 percent of the $20,700 we reviewed) and about $19,900 in training services
(11 percent of the $174,300 we reviewed) were justified in accordance with WIA rules,

As noted above, one reason it is critical for WIA funds to be used as directed by federa
rules is that there are insufficient resources to serve dl dients who may need or benfit
from employment and training services. An additiona concern is that many people who
receive training services do not find employment that is related to their training. WIA
requires that training provided to clients be directly linked both to occupationsin demand
andto aclient'sskills. Asaresult, we would expect that there would be ardatively high
correlation between training and job placement if the WIA rules are followed. However,
according to Department data, in State Fisca Year 2002, only 57 percent of adults and
36 percent of didocated workers obtained employment related to their training. These
datistics do not include clients who received basic, prevocationd classes like the GED,
ESL, or certain basic computer skillsclasses; they reflect clientswho have chosen specific
training programs that should be linked directly to employment opportunities as required
by WIA. Although it is reasonable to expect that some clients will not obtain jobs
specificdly pertaining to the training they recelve, these data suggest that the training
programs approved by the regions are not aways necessary or appropriate for clientsto
obtain employment, which may mean that the regions are not spoending their training funds
effectively.

We believe one reason workforce centers may not aways gtrictly apply WIA rulesin
goproving and documenting training and supportive services is that the Department’s
policiesand guidance on thisissue areincomplete. Although the State hasissued Program
Guidance Letters (PGLS) that discuss determining and documenting the need for training
and supportive services, we found the letters lack some essentia information. Specificaly,
none of the PGLs.

o Statethat WIA case files must contain adetermination of the need for training, as
dipulated by WIA rules.

*  Provide guidance on how to determine and document that trainingisprovided only
to clients who cannot obtain a job through intensive services and that the training
isdirectly linked to employment opportunities.
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* Mention that supportive services are available only when the services are
“necessary,” asgtipulated in WIA rules, or otherwise provide guidance asto what
makes supportive services “ necessary” for aclient to participatein WIA.

* Require documentation to show that the regionsreferred aclient to other sources
for supportive services or that other assstance was not available.

Providing such direction isan appropriate role for the Department, which, according to 20
CFR pat 661.120(b), should “establish policies, interpretations, guiddines, and
definitions’ to implement WIA'’s provisons. The Department has provided this type of
guidance with regard to determining and documenting basic program digibility (meaning
the age, employment status, and income status eigibility requirements described on page
16 of this chapter). For example, PGL #01-03-WIA1 includes a technica assstance
manud on determining dligibility that specifies what documents meet WIA' srequirements
for judtifying digibility and suggests how to use those documents to determine basic
digiblity. We did not identify a problem with regions serving dients who did not meet
these basic digibility criteria during our file review, which may indicate that specific
guidance is effective in helping the regions accurately apply WIA requirements.

Inaddition, wefound thelocal workforce regionshave not developed any criteriato define
and document the need for intengve and training services. We reviewed al the regiona
policies on WIA training and supportive services and did not find any that contained
specific language to define what demonstrated “ need” or “judtification” for these services.
Some regions reported to us that they do not consider “need” to mean only financial
necessity, but so consder need to include logitica necessity, meaning that, for example,
they may provide gas vouchersif adient will be driving his or her car to apply for jobs,
regardiess of the client’sfinancia Stuation.

Findly, since the Department has not established specific policies regarding the need for
clients to receive training or supportive services, Department staff do not have specific
guidance for monitoring thisissue. Asaresult, the state field representatives who monitor
the regions have not cons stently identified the lack of justification asaproblem. Between
March and June of 2002, the dtate field representatives conducted on-site compliance
reviews of eight of the workforce regions and three of the subregions. These reviews
coveredtheregions operaionsfor State Fisca Y ear 2001 and thefirst half of Fisca Y ear
2002. Wereviewed al 11 of the reports resulting from these reviews and found thet five
noted alack of judtification for training services and three noted concerns with supportive
sarvices expenditures. The Department has provided technica assistance and training to
address these issues but has not modified its written policies or guidance to improve
judtificationsystemwide. Asmonitorsand technica assistants, thestatefield representatives
are in an ideal pogtion to both note weaknesses in the regions' processes and identify
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appropriate solutions.  They could use their familiarity with the regions to develop
appropriate guidance regarding judtification for services that would integrate into the
processes currently in place.

Appropriately determining the need for servicesiscritica to promote effective use of WIA
funds and achievement of the Act’s god's and performance measures. Documentation of
the determination isimportant toprovide evidence of compliance with federa requirements
incduding WIA provisonsand OMB standards, such as Circular No. A-87, which ligs
factors for determining the reasonableness of cogts, including whether they follow the
requirements of “sound business practices’ and demongtrate that the regions * acted with
prudence’ in fulfilling their responghbilities. Documentation also alows for evauation, by
the regions, the Department, and the federd government, of the appropriateness of
expendituresto minimizethe risks of fraud and maximizethe effectiveness of the programs.

We believe the Department should work with the regions to ensure the most effective use
of limited resources. The Department should offer additiona guidance to the workforce
regions on how they should determine and demongtrate in their case files that clients need
training and/or supportive services. For training services, this guidance should address dll
of WIA’s training criteria, and for supportive services it should address al of WIA’s
supportive services criteria. In addition, the Department should require the regions to
establish loca policies that are consstent with the Department’ s guidance and should
monitor the regions in accordance with these State and local policies.

Recommendation No. 1:

The Department of Labor and Employment should improve controls over the use of WIA
funds by working with the regions to ensure that limited funds are used effectively in
compliance with WIA requirements and to promote achievement of WIA's gods. This
effort should include:

a. Reviangpaliciesontraining and supportive servicesto provideadditiona guidance
to the regions in determining and documenting the need for such servicesin each
case. Thisguidance should addressdl the criteriacontained in federa regulations
that apply to the provision of training and supportive services.

b. Ensuringthat regionsadopt policiesand practicescons stent with the Department’ s
additiona guidance through its monitoring efforts.
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Department of Labor and Employment Response:

a. Agree. The Department anticipates completion of this recommendeation by
December 31, 2003, provided that the reauthorization of the Workforce
Investment Act, anticipated for the fall of 2003, does not change federd
requirements regarding training and supportive services. In this event, the
Department anticipates completion of this recommendation within 90 days of
the publication of the find regulations governing the new legidation.

b. Agree. The Department anticipates implementation of this recommendation
during its annual compliance monitoring process, which occurs between
January and June of each program year. This will begin in January 2004,
provided that thereauthorization of theWorkforce I nvestment Act, anticipated
for the fal of 2003, does not change federa requirements regarding training
and supportive services. In this event, the Department anticipates completion
of this recommendation in the firs annua compliance monitoring cycle that
follows the publication of the final regulations governing the new legidation.

Monitoring of Per-Client Spending

Although there are no dtate or federaly imposed limits on the amount of training or
supportive services assstance a client may receive, many regions have established caps
on the amounts they will typicaly offer aclient. Locd limits, which have been st by the
regions to help them spend their limited funds as effectively as possible, are generdly no
more than $3,000 per client for training. For supportive services, none of theregionshave
gpecific, per-dient dollar limits, but Sx of the nine regions do have dollar limitsfor specific
services, such as gas vouchers or child care. These six regions indicated that they may
exceed their sated limitsif they fed the additiona expenditures are needed.

As part of our audit, we attempted to evaluate per-client costs within the WIA program,
in part to determine the range of expenditures and to identify clients who received
ass stance that exceeded the typica maximums set by theregions. We requested fromthe
Department a list of individuas served through WIA since its inception as well as the
amount of training and/or supportive services ass stance each participant hasreceived. We
found that the Department does not compile data on a per-client basis, nor can dl of the
local regions easly produce these data. The Department was able to provide some
detailed data on clients who received training or supportive services in Caendar Year
2002, including estimated amounts for the services provided. In addition, we were able
to obtain aligt of clients served and the amounts of assstance they received snce WIA's
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inceptionfor oneregion. From theinformation provided by the Department, weidentified
288 clientsout of 3,783 served (7.6 percent) who received over $3,500 in training and/or
supportive services during Caendar Y ear 2002. From the detailed data provided by one
region, we found one client who received almost $9,000 in supportive services done.

Although these expenditures may be judtified, they should be targeted for review by the
Department becausethey may indicate alack of compliancewith loca policiesor amisuse
of funds Regularly reviewing data on per-client spending would srengthen the
Department’s fiscal oversight of the regions and help ensure the proper expenditure of
federa funds. Specifically, the Department’ s state field representatives should use these
data to sdect at least a portion of their samples of case files for review during on-site
monitoring. Currently thefield representatives randomly select filesfor review. However,
by reviewing per-client spending data before they begin the on-site review, the satefidd
representatives could target for review those cases where the regions have expended
higher dollar amounts. This would dlow them to focus efforts in areas where errors,
irregularities, or fraud have the potentid to do the most damage in terms of the amounts
being spent ingppropriately and having to be recovered. For example, it would be more
critica for the Department to identify that aregion misspent $3,000 on atraining program
than to find amistakenly issued $20 gas voucher. Another benefit of such an gpproachis
that the Department would achieve greater coveragein its monitoring because by focusing
on higher-cost dlients, it would naturdly be reviewing a higher percentage of tota
expenditures.

Inaddition, reviewing per-client spending datawould hel p the Department assesswhether
regions are tregting dl their clientsfairly by congstently adhering to the sdlf-imposed limits
and granting exceptionsin anondiscriminatory manner. Sinceregionsreceiveafixed WIA
alocationand cannot providetraining and supportive servicesto dl clientswho need them,
if the regions spend funds inappropriately, some deserving clients may not receive
assstance. As mentioned before, our concern is underscored by the fact that four of the
nineworkforceregionscould not enroll new clientsinto training programs between January
and June 2003 because they had run out of training funds.

According to Department staff, the regions should be able to provide per-client data on
request. We believe the Department should require that such data be provided routingly
at the beginning of on-gte monitoring visits and audits, at least for clients who have
received servicescosting inexcessof locd limits. Department staff should review the data
and useit to identify particular cases that should be reviewed during on-dte vists.
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Recommendation No. 2:

The Department of Labor and Employment should improve its monitoring and auditing of
the workforce regions by:

a. Requiring regions to make available specific per-client spending data to the
Department at the beginning of each on-site monitoring or auditing visit, & least for
clients who have received services cogting in excess of locd limits.

b. Reviewing the per-client data to identify cases with particularly high amounts of
sarvices and including such casesin itsfile and documentation reviews dong with
random file samples.

Department of Labor and Employment Response:

a. Agree. Implementation: January 2004. The Department anticipates
implementation of this recommendation during its annua compliance
monitoring process, which occurs between January and June of each program
year.

b. Agree. Implementation: January 2004. The Department anticipates
implementation of this recommendation during its annua compliance
monitoring process, which occurs between January and June of each program
year.

Priority of Servicefor Low-Income Adult
Clients

The WIA Y outh and Adult programs recognize the importance of providing employment
and training services to low-income clients. In the Y outh program, low-income status is
one of the basic digibility criteria. In the Adult program, service priority must begivento
low-income individuas whenever funds are limited. Specificaly, 20 CFR Part 663.600
dates.

... in the event that funds alocated to alocd area for adult employment
and training activitiesarelimited, priority for intensve and training services
... must be given to recipients of public assstance and other low-income
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individuds..... Sncefundingisgenerally limited, Statesand loca areas
must establish criteria by whichloca areas can determine the avallability
of funds and the process by which any priority will be applied .... States
and loca areasmust give priority for adult intengve and traning services
to recipients of public assistance and other low-incomeindividuas, unless
the locd area has determined that funds are not limited .... (Emphesis
added.)

The rule goes on to say that the local workforce board and the Governor may establish
processesthat dlow theregionsto serve other clientswhiletill giving low-income persons
priority. However, the regulations indicate that, by default, funding should be considered
limited unless determined otherwise in accordance with specific criteria. This approach
seems appropriate for Colorado because Department staff have indicated that current
funding only alows it to serve about 5 percent of those who could use WIA's services.
In addition, as noted earlier, a number of regions were running short of training funds
hafway through State Fiscd Year 2003. Specificdly, five of the nine workforce regions
had obligated at least 90 percent of their WIA Adult fundsfor State Fiscal Y ear 2003 by
December 31, 2002. Three of these regions, as well as one subregion, reported to usin
January 2003 that they had no funds remaining at that time for training assstance for new
clients.

We found that the State has not established criteria to help loca areas determine the
avalability of funds, asrequired by federd regulation, and has not provided any guiddines
to help define “limited” funds. Instead, according to PGL #00-12-WIA1, the Colorado
Workforce Development Council hasissued apolicy sating thet theworkforceregionswill
make the determination of whether their Adult program dollarsarelimited. The PGL does
not mention the section of WIA rules noted above that states “... State and locd areas
must give priority ... to ... low-income individuas, unless ... [they have] determined that
funds are not limited.”

In addition, we noted problems with some loca policies on thisissue. Specificaly:

»  Four regiond policies conflict with the section of WIA rulesthat clearly Satesthat
locd areas must give priority to low-income individuds unless they have
determined that their funds are not limited. These regions policies Sate the
reverse -- that they will not give priority to low-income individuas unless they
determine their funds are limited a some future point.

* Mod regions have not established specific criteriato determine the availability of
funds, and their policieson priority of serviceare generdly vague. Oneregion, for
example, has a palicy to prioritize service whenever “the volume of customers
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seeking intendve services exceeds the resources available, as determined by the
ability to provide services in a reasonable time frame” without defining
“reasonable timeframe” Another region’s palicy isto prioritize service when “it
appears that funding will be insufficient to cover projected expenditures” The
ambiguity of thiswording makes it difficult to know under what fisca conditions
the region would begin prioritizing service,

* Two regions with policies that appear to mandate a priority system at dl times
reported to us that they have not consistently implemented such a system.

We spoke with the State’ sfederal monitor for WIA, who confirmed that WIA rules state
that funding should generally be consdered limited, but aso pointed out that the
determination of funding availability is made by the states and workforce regions. The
Depatment has requested federal guidance on this issue, but the response from the
USDOL did not clarify whether funds should be consdered limited unless there is a
determination otherwise in accordance with established criteria

As areault of the vague and conflicting criteria rdaing to limited funding and priority of
service, we found that many of the workforce regions and subregions have only recently
begun to congder their fundslimited and therefore give priority for servicesto low-income
participants in the Adult program. We contacted 18 of the State’s 19 regions and
subregions and reviewed their policies for determining limited funding and priority of
service for low-income adults. We found only six regions and subregions had priority of
sarvice systems in place when WIA went into effect on July 1, 2000; four regions and
subregions had invoked their priority-of-service policies by the end of State Fiscd Year
2002; and another four implemented priority of servicesystemsin State Fiscal Y ear 2003.
Therefore, 14 of the 18 regions and subregions we contacted had implemented their
priority-of-service policies at the time of our audit, while 4 had not. Three of the four
regions that had not implemented priority of service sysems at the time of our audit, and
two of the four that invoked their systemsin State Fiscd Y ear 2003, wererunning low on
Adult funds by the end of December 2002, as noted above.

Although many of the regions have responded to the increasing demands on their Adult
programs by putting low-income priority systems for adults in place, the percentage of
low-income clients being served is decreasing. In State Fiscal Year 2001, low-income
people comprised 75 percent of the total population in the WIA Adult program and 79
percent of those who received training services. By State Fisca Y ear 2003, low-income
adults made up 57 percent of the total population in the WIA Adult program and 55
percent of those receiving training services. Therefore, low-income adults are no more
likely to receive training services now, when the number of clients has grown nearly 175
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percent from State Fiscd Year 2001 to 2003 and WIA adult alocations to the regions
have decreased about 19 percent, than they were at the beginning of the program.

That theloca regions have not condggtently given priority to low-incomedientsinthe WIA
Adult program is ultimately a concern because some individuas most in need of intensve
and training services may not be receiving them. Section 195(1) of WIA dates. “Each
program under thistitle shal provide employment and training opportunitiesto thosewho
can benefit from, and who are most in need of, such opportunities ....”  Although low-
income individuasare not theonly personswho may need WIA services, their low-income
gatus meansthey are inherently less likdy than more affluent clients to have the financid
resources to obtain training or job preparation services on their own.

Ensuring that the workforce regions give priority to low-income individuas in the WIA
Adult program, unless their funds have been determined to be unlimited as specified by
federa rules, would aso help the State fulfill one of WIA’s stated purposes, reducing
wefaredependency. By giving low-incomeindividua sbetter accessto servicesthat could
ass st themin obtaining employment, theregions could reduce these clients need for public
assistance. Inshort, giving priority to low-incomeindividuasin the Adult program makes

sense from a public policy perspective.

We recognize that other programs, such as Welfare-to-Work and Temporary Aid to
Needy Families (TANF), offer some assistance Smilar to WIA. However, WIA alows
for a broader definition of “low-income’ so that economicaly disadvantaged individuas
who do not qualify for programs like TANF can be asssted through WIA without
duplication of services. WIA aso encourages coordination with these other programs so
that funds can be leveraged to produce better results.

Findly, condstently maintaining priority sysemsisimportant because WIA funding levels
canfluctuate. According to the Department, preliminary figuresfromthe USDOL indicate
that Colorado’ sWIA dlocationfor State Fisca Y ear 2004 will increase by $7 million over
2003. Although the regions may beinclined to discontinue ther priority systemsin light of
this increased funding, it is unlikely that these additional resources will be sufficient to
provide sarvices to dl dients who need them, so funding will gill be limited.

Recommendation No. 3:

The Department of Labor and Employment should clarify the circumstances under which
funds can be congdered limited or not limited for purposes of offering priority of service
to low-income clientsin the Adult program by:
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a. Devedoping criteriato help the regions determine the availability of funds.

b. Working with the regions to expand and clarify regiond policies to be consstent
withthe Department’ s criteriaand to contain specific criteriafor determining funds
avalability.

c. Ensuring that the regions maintain priority systems for low-income dients in the
Adult program unless the regions demondtrate that funds are not limited in
accordance with state and locd criteria.

Department of Labor and Employment Response:

a. Disagree. Because Colorado has along-established policy of local control of
workforce programs, the Department stands by its policy to dlow loca
workforce investment boards to set their own priority of service criteriaand
policies.

b. Agree. The Department agrees with providing additiona technica assistance
as needed to regions wishing to further define criteria for identifying when
funds are limited. The Depatment anticipates completion of this
recommendationby December 31, 2003, provided that the reauthorization of
the Workforce Investment Act, anticipated for the fall of 2003, does not
change federa requirements regarding priority of services. In this event, the
Department anticipates completion of this recommendation within 90 days of
the publication of the find regulations governing the new legidation.

c. Agree. The Depatment anticipates implementation of this recommendation
duringitsannua compliance monitoring reviews, which occur between January
and June of each program year. Thiswill beginin January 2004, provided that
the reauthorization of the Workforce Investment Act, anticipated for the fall
of 2003, does not change federa requirements regarding priority of services.
In this event, the Department anticipates completion of this recommendation
in thefirg annua compliance monitoring cyde that follows the publication of
the find regulations governing the new legidation.

Auditor’ s Addendum:

Thisisnot an issueof local control. We agreethat Colorado’ s program promotes
local design and implementation. The issue addressed in this recommendation
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isprioritizing the use of limited funding for the benefit of those with the greatest
financial need, in line with WIA rules and objectives.

Oversight of Funding Decisions

Most workforce centers use the Employment Services (ES) program to provide core
services and do not enroll dients into WIA unless the dlient needs intengve or training
sarvices. Casefiles are set up for each client only when he or shereceivesaWIA sarvice.
Limited eectronic records and no paper files are generaly maintained for clientsreceiving
only core services through the ES program. Asaresult, there is alack of documentation
at most workforce centers for clients who may have sought training services but been
denied.

Without records on clients denied WIA training services, we could not determine:

*  The number of approved versus nonapproved clients or whether there were any
clients who were not approved for training. Most of the regions we visited have
used afirst-come, first-served agpproach, and severd workforce centersindicated
that once ther training funds are depleted for a year, clients seeking training
assstance are advised to return the following year. The centers do not keep
records for such clients until they actudly receive services, o there is no
information on the number of dientsturned away.

*  Whether centers were using criteria to gpprove or disgpprove training proposas
that were reasonable and consstent. Although we could seewhet criteriaregions
relied upon to gpprove training requests, we could not tell if they used the same
criteria in rgecting proposas because information about rejected requestsis not
maintained.

Thelack of information on dients who were denied training hinders the Department in its
monitaringrole. 20 CFR part 667.410 requiresthe Department to ensurethat local areas
policies are mesting the objectives of WIA. The objectives for training services are to
provide them to people who need them to obtain employment, who have the skills to
successfully complete the training, and who have selected a program directly related to
employment opportunities. In addition, Section 195(1) of WIA requires that regions
provide training opportunities to those most in need. To effectively monitor the regions
compliance with WIA requirements, the Department must have information on dl the
funding decisions by the workforce centers. Without data on cases where the centers did
not approve training services, the Department cannot tell if those rejections occurred
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because the client’'s case failed to meet the criteria for gpprova. As a reault, the
Department cannot ensure that the regions dway's use the same criteriawhen making their
funding decisons.

Severa regions reported that they keep individua files for clients who are denied WIA
training services, a least temporarily. However, they do not maintain any type of lising
of these clients. Without amechanism to track such clients, interna regiond monitors and
the statefield representatives are hindered in their ability to select and review filesfor these
clientswhen they monitor theregions. In addition, two regions we contacted do maintain
Spreadsheets detailing why clients were not gpproved for training assstance, but many
regions keep records only for clients who are approved.

We recognize that the regions must make judgments about who they serve because they
do not have unlimited funds and cannot offer training services to every WIA enrollee.
These decisons should be documented by the regions and reviewed by the Department
as part of its monitoring program. By ensuring that these judgments are consistent and in
accordance with the god's, objectives, and requirements of WIA, the Department would
fulfill an important overgght function for the State' s workforce system.

Recommendation No. 4:

The Department of Labor and Employment should improve its oversght of the WIA
program by implementing procedures to assess workforce center documentation on
approving and disgpproving WIA dlientsfor training. The Department should:

a. Provide technica guidance to the regions regarding methods to systematicaly
document decisonsto deny training services.

b. Includeareview of denied dientsduring itsannua on-stemonitoring. Thisreview
should compare clients who were approved for training with those who were not
to determine if the region’s decisions are congstent and in accordance with the
gods, objectives, and requirements of WIA.

Department of Labor and Employment Response:

a. Agree. The Depatment anticipates completion of this recommendation by
December 31, 2003, provided that the reauthorization of the Workforce
Investment Act, anticipated for the fal of 2003, does not change federa
requirements regarding training services. In this event, the Department
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anticipates completion of this recommendation within 90 days of the
publication of the find regulations governing the new legidation.

b. Agree. The Depatment anticipates implementation of this recommendation
duringitsannua compliance monitoring reviews, which occur between January
and June of each program year. Thiswill beginin January 2004, provided that
the reauthorization of the Workforce Investment Act, anticipated for the fdl
of 2003, does not change federa requirements regarding priority of services.
In this event, the Department anticipates completion of this recommendation
in the firg annua compliance monitoring cycle thet follows the publication of
the find regulations governing the new legidation.

Comprehensive Monitoring

Formal on-dte monitoring reviews of the regions are conducted annudly by the
Department’ s sate field representatives. They useaforma monitoring tool asaguidefor
interviewing workforce center staff and examining loca policies and case files. We
reviewed the monitoring tool, asample of monitoring files, and al the reports prepared by
the date field representatives from their monitoring of the regions for State Fiscal Year
2002. We noted a number of concerns with the monitoring process.

Reviewing Case Filesin All Subregions. Intheir monitoring of the Rurd Consortium
Region, the sate field representatives did not review casefilesfrom 7 of the 10 subregions
operating during thereview period of July 2000 through December 2001 (Broomfield was
not fully operationd during the period and is not included in the count of 10 subregions).
The Department selected three of the subregionsto review, focusing on regionsthat were
less experienced in providing employment and training services, or that had experienced
problems prior to thetime of the monitoring reviews. In addition, the Department indicated
that resource condraints require some prioritization of monitoring efforts and that it will
rotate Department-level reviewsto cover dl the subregionsover aperiod of severd years.

Federal law does not require dl subregions within a region to undergo an annua on-ste
review and we agree that targeting resources is important. However, we believe that in
order to implement a reliable risk-based monitoring system, the Department needs to
collect and anayze independent information on how al the subregions are operating.
Without conducting someon-stemonitoring of al the subregions, the Department islimited
in the information available for this purpose. For example, we reviewed files a six of the
elght subregions that were not monitored and we question WIA expenditures at five of
them, as discussed earlier inthischapter. Therurad subregionsthat were not monitored by
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the Department represent 23 percent of the files for which we question training
expenditures and 33 percent of the files for which we question supportive services
expenditures. This kind of information is important for the Department to have in
determining the timing and frequency of on-gte reviews of the subregions.

Monitoring All Discretionary Grants. In reviewing the state field representatives
monitoring files and reports, we did not find evidence that they had monitored some of the
discretionary grants when they conducted their annua on-dte vidts to the regions in the
soring of 2002. The Department reserves a portion of WIA and Wagner-Peyser funds
eachyear and uses some of the reserved amounts, aswell as other state and federa funds,
to offer discretionary grants to the workforce regions.  Funds reserved from the WIA
Adult and Youth grants are administered by the Governor's Office of Workforce
Development, while the other reserved and additional amounts are managed by the
Department. In State Fiscd Y ear 2003 the Department and the Office offered about $6
millionin discretionary funding to the regions from these sources. Discretionary grants are
described in greater detall in Chapter 3, where funding issues are addressed in detail.

We could find no evidence that the state field representatives had monitored about
$600,000 in discretionary grants during on-site monitoring viststo the regions in March
through June of 2002. An additional $500,000 of discretionary grantswere not monitored
because the Department did not conduct on-site monitoring of seven of the subregionsin
the Rura Consortium, as mentioned above. Department staff sated that the Sate fied
representatives are only required to review grants that directly provide client services.
While the Department’ sPGL on monitoring does state that “ on-site monitoring will consst
of ... examination of casefilesfor each program and discretionary grant that provides client
sarvices” it dso gates that on-gite reviews will be done for each WIA funding stream,
induding discretionary grants. Furthermore, we found some OWD grants that directly
serve clients that were not monitored during the on-gte vigits.

Duplication of Monitoring. Both Department and Office of Workforce Devel opment
(OWD) staff conduct some on-site monitoring of the WIA discretionary grants. In State
Fiscd Year 2003, OWD contract staff began conducting on-ste visitsto al regions with
OWD discretionary grants to assess the status of grant projects. There were 14 regions
with WIA discretionary grantsin effect during State Fiscd Y ear 2003. Timerecordsare
not maintained to specificaly track how these contract staff spend their time, but according
to data provided by the OWD, we roughly estimate these staff will spend at least 180
hoursduring this statefisca year monitoring the WIA Adult and Y outh discretionary grants
at acost of about $7,000. Since the date field representatives must visit the regions
annudly to conduct monitoring, it ismore cost-effectivefor themto review al grantsrather
than having OWD pay for additiond daff to carry out essentidly the same duties.
According to the Department and OWD, beginning in July 2003 the OWD will no longer
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have gtaff conducting on-site monitoring of the grantsand the state field representativeswill
take on those monitoring duties.

Consistent Monitoring Procedures. Although the same monitoring tool is used for dl
annua workforce compliancereviews, wefound some variationsin monitoring procedures
that can lead to alack of sufficient oversight. Specifically, we found:

* Variationsin how the state field representativesverified that regionshad
required policiesand Memoranda of Under standing (M OUs) in place. In
accordance with Department requirements, dl regions must have writtenpolicies
addressing avariety of program eements. According to WIA regulations, loca
regons must have written MOUs with al WIA partner programs (such as
postsecondary vocationa education programsand veteransworkforceprograms).
We found ingtances in which ate field representatives indicated they reviewed a
sample of policies or MOUSs, rather than reviewing dl, which may not provide
adequate oversght. For example, we found one region did not have one of the
required written policiesat thetime of our audit, although the monitoring report for
the region indicated that al policies had been reviewed by thefield representative.
Furthermore, noncompliance with the federa requirement for MOUSs could result
inindigibility for sate incentive grants.

* Inconsistencies in how the state field representatives assessed the
region’s compliance with its own policies. Fve monitoring reports did not
indicate that the region was in compliance with its own policies. According to
Department staff, compliance with loca policies should be evauated during the
monitoring reviews.

We believe the Department should take steps to ensure that its monitoring process is
comprehensive and consstently applied by including some file reviews a each Rurd
Consortium subregion each year, monitoring and documenting the review of al
discretionary grants, and formaizing monitoring procedures in awritten format.

Recommendation No. 5:

The Department of Labor and Employment should improve its compliance monitoring
process by:

a. Cdllecting and andyzing data on the operations of al subregions to use in
developing a reliable risk-based system for subregion monitoring.  This effort
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should include reviewing some case files from each subregionfor the first severa
years of operation to provide a basdline of information for future risk-based
reviews.

b. Ensuring that al discretionary grants provided to the regions and subregions are
monitored by the date field representatives in their annua monitoring vidtsto the
regions and that the monitoring is documented.

¢. Promoting consstency in monitoring by formalizing proceduresin written guidance
and training for the ate field representatives.

Department of Labor and Employment Response:

a. Disagree. The Depatment fidd representatives will monitor the Rurd
Consortium internal monitoring reports for each sub-region annualy. On-site
monitoring will occur in subregions sdlected onthe basisof arisk anadysis. The
U.S. Department of Labor has agreed with the Department’s approach to
monitoring the subregions of the Rurad Consortium.

b. Agree. The Department anticipates implementation of this recommendation
duringitsannual compliancemonitoring reviews, which occur between January
and June of each program year. Thiswill begin in January 2004.

c. Agree. The Department anticipates completion of this recommendation by
December 31, 2003, provided that the reauthorization of the Workforce
Investment Act, anticipated for the fall of 2003, does not change substantialy
change program requirements. In this event, the Department anticipates
completion of this recommendation within 90 days of the publication of the
findl regulaions governing the new legidation.

Auditor’s Addendum:

Asnoted in the report narrative, we agree that using a risk-based system can be
a cost effective approach to monitoring and we recognize that the Department is
not required by federal regulation to conduct on-sitemonitoring of all subregions
each year. Part “a” of the recommendation does not address compliance with
federal regulations. It focuses on the need for the Department to collect and use
dataabout the subregions, through independent monitoring in thefirst few years
of the program, to provide a baseline on which to assessrisk for futuremonitoring
efforts. Having such information is particularly important because the audit
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found questioned costs at five of six subregions that were not monitored by the
Department in its State Fiscal Year 2002 on-site monitoring process.

Recommendation No. 6:

The Office of Workforce Development should discontinue its monitoring of the WIA
discretionary grants.

Office of Wor kfor ce Development Response;

Agree. The Office will no longer conduct separate monitoring of discretionary
grants as of July 1, 2003. The OWD will formaly request that the Workforce
Devdopment Programs office of the Colorado Department of Labor and
Employment assumeresponsibility to monitor discretionary grantsawarded by the
Colorado Workforce Development Council.
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Perfor mance Accountability
Chapter 2

The Workforce Investment Act (WIA) established 17 performance indicators for states
and local workforce regions to evaduate program outcomes. According to the U.S.
Department of Labor (USDOL), the purpose of these indicators is to set performance
godson adate and locd level, to ensure the comparability of state performance results,
and to provide information that facilitates program improvement. Theindicators measure
a range of elements, such as the percentage of clients in the program that obtained
employment, retained ajob for sx months, and reached a specified level of earnings.

As required by law, the USDOL negotiated with each dtate to establish statewide
standards for each indicator. Once set, Colorado's standards have increased one
percentage point each year from State Fisca Y ear 2001 through 2003. Asthefollowing
table shows, in State Fisca Year 2001 the State exceeded al of its negotiated
performance standards and in State Fiscal Y ear 2002, exceeded all standards except the
Adult Earnings Change and Didocated Worker Earnings Replacement Rate measures.
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Colorado’'s Negotiated and Actual WIA Performance Levels
State Fiscal Years 2001 and 2002

FYO1 FYO1
Performance I ndicator * Negot. Actual

Entered Employment Rate

6-Month Retention in Employment

Average Earnings Change in 6 Months

Entered Employment & Credential Rate

Entered Employment Rate

Dislocated
Worker

6-Month Retention in Employment

Earnings Replacement Ratein 6 Months

Entered Employment & Credential Rate

1
2.
3.
4.
5.
6.
7.
8.
9.

Entered Employment Rate

Older Youth
(ages 19-21)

=
o

. 6-Month Retention in Employment

[ERN
[N

. Average Earning Changein 6 Months

=
N

. Entered Employment & Credential Rate

iy
w

. Basic Skills Attainment Rate

'—\
~

. Diploma/Equivalent Attainment Rate

=
o

. Placement and Retention Rate

16. Customer Satisfaction for Participants

17. Customer Satisfaction for Employers

Sour ce: Data provided by the Department of Labor and Employment.
* A more detailed explanation of each performance measure can be found in Appendix A.

For State Fiscd Year 2003 to date, the State is exceeding 11 of its negotiated
performance standards and has reached 76 to 88 percent performance on the remaning
6 standards.

Evaluating and | mproving Outcomes

In addition to the performance measures data required by the USDOL, the Department
routindly collects other statistics on Colorado’'s WIA participants and programs. These
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dataincludeclient economic status, educationd level, and demographics(e.g., ethnicity and
age), as well as the types of services these clients recelve. The Department produces a
number of routine reports that summarize these data. Examples of these reports include:

» The WIA Performance Report, which tracks information for the 17 federdly
mandated performance measures as wel as more detalled information that
comparesoutcomesfor specid populations(likeveteransor thosereceiving public
assistance) with the entire population and for clients receaiving different levels of
WIA services (core, intensive, or training). The Department submits this report
to the USDOL quarterly.

* The WIA Characteristics Report, which lists demographic, economic, and
educationd gatus information for al WIA dients. The report dso indicateswhat
services each demographic group receives and the number of dlientswho haveleft
the program and obtained employment. The Department does not submit this
report to the USDOL.

Thesereportscontain information that could be va uablein managing the State’ sworkforce
programs and identifying areas for further evauation. Federa law requires that Sates
conduct evauations of their workforce center programs to assess their effectiveness and
to promote continuous improvement in the system. Specificaly, WIA Section 136(€e)
requires states to use part of their WIA funds to conduct ongoing eva uation studies:

.. to promote, establish, implement, and utilize methods for continuoudy
improving [workforce center] activities in order to achieve high-level
performance within, and high-levd outcomes from, the datewide
workforce investment system.

We found the Department does not use the reports for these purposes, although we noted
information in the reports that we believe deserves further invedtigation to determineif it
reflects less than satisfactory performance at the workforce regions. For example:

* Relationship of training to employment obtained. According to WIA
Performance Reports, many WIA participants do not obtain employment thet is
related to thetraining programsthey complete. For State Fisca Y ear 2002, more
than 40 percent of adults and 60 percent of disocated workers did not enter
employment related to ther training. These statistics do not include basic,
prevocationd classes like the GED, ESL, or many computer skills classes that
could have gpplication for a wide variety of jobs. The data on training used in
these figures focus on those clients who have chosen specific training programs
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that should be linked directly to employment opportunities as required by WIA.
The State reported these outcomes for only about 30 percent of Adult and
Didocated Worker clients who exited the program in State Fisca Year 2002
because the Department is unable to track these data systematicaly and the
regions do not routinely collect this type of employment information when
conducting follow-up interviewswith exited clients. Thisinformation could bethe
bas's for evduating the overal effectiveness of placing WIA participants into
training to determineif the same employment outcomes could be achieved without
the added expense of training servicesaswell asto assess the appropriateness of
the sdlected training programs.

Effectivenessof training. According to WIA Performance Reportsfrom State
Fiscal Years 2001 and 2002, individuals who receive training do not aways
experience more successful outcomes than those who receive only core and
intensve services. Specificdly, dthough many Adult program enrollees who
received traning were more likely to retain employment after six months (81
percent vs. 75 percent) and have higher earnings after six months ($3,995 vs.
$2,281 tota increasein wages), they were no morelikely than thosewho received
only coreand intensive servicesto obtain jobsinitialy (72 percent vs. 74 percent).
Similarly, didocated workers who received training were more likely to replace
their previous wages at a higher rate after sx months (92 percent vs. 88 percent)
than workers who received no training, but were less likdly to enter employment
(74 percent vs. 81 percent) and about equaly likdly to retain their jobs after Sx
months (89 percent vs. 90 percent). Like the previous example, thisinformation
could be used as abasis for evauating the effectiveness of the ass stance offered
to clients.

Training opportunities. AccordingtotheWIA Characteristicsreportsfor State
Fiscal Y ears 2001, 2002, and 2003, WIA clientswithout a high school education
(or GED) appear to have worse employment outcomes than those with a high
school diploma or better and are dso less likely to receive training services. For
instance, snce WIA'’sinception, 27 percent of WIA clientswithout a high school
education have received training services and 63 percent of them had jobs when
they left the WIA program. For the same period, 56 percent of those with at least
a high school diploma received training services and 72 percent had jobs when
they exited WIA.. It would be vauable for the Department to determine if there
isarel ationship between training opportunitiesfor thelesswdll-educated and their
employment outcomes.
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* Per-client expenditures. Based on our andyss of data from the WIA
Performance Reports and WIA funding reports provided by the Department, we
determined that the amount of money spent per WIA client varies consderably
from one regionto another. For instance, WIA spending per client in State Fiscd
Y ear 2002 ranged from about $1,100 per client in Arapahoe/Douglas to about
$3,000 in Denver. However, the effectiveness of the programs does not appear
to correlate to spending. Arapahoe/Douglas did better than Denver in 14 of 17
WIA performance categories during State Fiscal Year 2002 despite Denver’'s
gpending more than 2% timesas much per client. The Department should review
these regionsto determine how Argpahoe/Douglas was able to spend significantly
less per WIA dlient than Denver, yet outperform Denver on most performance
measures. Such areview might identify unigque problemsfacing Denver that could
be addressed through assi stance or guidance from the Department aswell as best
practices that could be disseminated to other workforce regions.

Department and workforce center staff told us that they focuson WIA'’s 17 performance
measures when ng how successful their outcomesarefor WIA dlients. Webedieve
the Department should look beyond these 17 indicators at other available datain order to
fully assess the program’s effectiveness and identify areas for improvement. As our
examplesillugrate, the Department’ sown statistics gppear to suggest that training services
do not dwayslead to sgnificantly better outcomesfor WIA clients. However, without an
in-depth andys's of these tatistics and the reasons behind them, the Department cannot
usethisinformation to develop and set policy that could improve outcomesfor the State's
job seekers.

The State Workforce Development Council has taken steps to evauate the workforce
regions in terms of some of the areas described above. For example, in a June 2002
meeting, the State Council raised questions about differences in the cost per client and
service outcomes for WIA clients around the State and about using data for evaluation
purposes. Additionaly, in May 2003 the Council approved the hiring of afirmto evaluate
the regions and develop basdline data for improvement as part of a new Continuous
Improvement Management System. We bdlieve the data currently collected by the
Department provide avauable sarting point for such evauation and improvement efforts.

The Department has also begun some studies of elements of the workforce system,
induding a Workforce Health Care Initiatives study to evaluate workforce center efforts
inthe hedlth careindustry and an ongoing Customer Satisfaction study being conducted by
the Department’s Labor Market Information unit, including both employers and job
seekers. Whilethese studies may lead to improvementsin the workforce system, they are
not related to any of the satistica reports the Department has available. We bdieve the
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Department should review the data it maintains initsreporting system to identify areasfor
further sudy. Currently the Department is missing a cost-effective opportunity to identify
potentia issues like those noted above and study them further to improve the workforce
sysem.

Recommendation No. 7:
The Department of Labor and Employment should regularly review data from its routine

reports and use the data as a bads for evduation studies to promote continuous
improvement in Colorado’ s workforce system.

Department of Labor and Employment Response:

Agree. The Department anticipates implementing this recommendation on a
quarterly basis beginning with the quarter ending September 30, 2003.

Regional Performance M easures

Once it has negotiated its statewide performance standards under WIA, the State
negotiates|oca standardsfor the 17 indicatorswith each workforceregion. Similar tothe
State, the regions are subject to rewards and sanctions based on their performance. We
noted one problem with the way the State has managed the performance measurement
sysemat thelocd levd. Specificdly, wefound that the Department renegotiated thelocal
standards for State Fisca Year 2002 after the year had ended and the regions actual
performance levels were dready known. According to the Department, it revised these
standards to enable more regions to qudify for incentive grants issued by the Office of
Workforce Development (OWD). Indl, seven of Colorado’ snineworkforceregionshad
at least one performance standard reduced, as shown in the following table, so thet their
actual performance on al measures qudified as having met the standard and they became
digible for incentivemonies. To makeup for thereductions, eight regionsraised standards
on eight different measures. According to the Department, the collaborative effort to
modify the performance standards was an excellent way to promote cooperation amnong
theregions.
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Regions With L owered Perfor mance Standar ds
for State Fiscal Year 2002

Original | Actual | Revised
Region Performance Measure Sandard § Result | Standard
s

Arapahoe/Douglas | Older Youth Retention Rate 69.8% | 60.0% 61.5%

Boulder Adult Entered Employment Rate 63.2% | 62.5% 59.0%

Adult Earnings Change (over 6 mos)) $2,838 | $2,303 $2,830
Adult Credentid Rate 51.0% | 34.7% 33.0%
Older Y outh Entered Employ. Rate 55.7% | 60.0% 50.5%
Older Youth Credentia Rate 41.0% | 28.9% 35.0%
Young. Y outh Diploma Attain. Rate 51.0% | 33.3% 41.0%

Larimer Older Y outh Entered Employ. Rate 55.7% | 42.9% 42.0%
Pikes Peak Older Y outh Retention Rate 69.8% | 66.7% 55.0%
Tri-County Didoc. Worker Wage Replace. Rate 89.8% | 84.6% 89.3%

Wed Didoc. Worker Wage Replace. Rate 89.8% | 88.2% 87.9%

Source:  Office of the State Auditor analysis of data from the Department of Labor and Employment.

Federal law doesnot specifically prohibit amodification of regiona performance standards
after thefact. However, the Department’ s renegotiation of theseloca standards after the
regions performance levels were aready known results in a number of problems,
induding:

* Diminishing the usefulness of the standards as assessment tools. The
renegotiation process suggests that the performance standards are not true
indicatorsof expected performance. Rather than comparing actual outcomeswith
the standards to assess whether the regions needed to improve their operations,
the Department chose to change the gods after the fact. Although the worsening
economy explains some of the lower than expected performance, some regions
achieved their sandards despite the greater challenge this offered. It is unclear
how the Department determined that the relatively low performance of some
regions was due primarily to externa factors and not to wesknesses in those
regions programs.
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* Rewarding regions for poor performance and treating some regions
inequitably. Revisng the sandards allowed someregionsto qudify for incentive
grants despite poor performance, which appears to negate the purpose of the
grants. However, some regions measures were not reduced to a low enough
level to qualify them for incentives. The Department could have changed each
region’ s parformancelevelsto dlow them dl to qudify for incentive grantswithout
affecting the State’ s overdl performance. Giving performanceincentive grantsto
some regions that did not meet their origind standards, while denying others, dso
has the potentid to serve as a negative incentive for regionsthat perform up to or
above the standards.

* Preventing the Department from using thelocal standardsasa meansfor
improving performance. WIA gipulates certain actions to be taken when local
areas do not meet their performance standards, ranging from technica assstance
after the firgt year sandards are not met to prohibiting certain organizations from
providing WIA services after the second consecutive year that the standards are
missed. By changing some standards to reflect actua performance, the
Department has delayed actions that may be needed to improve the operations of
the regions.

The federd government iscurrently in the process of reauthorizing WIA, which may result
in fewer performance categories, among other changes. Based on modifications to the
performance measurement system, the USDOL will negotiate with the states to establish
new statewide standards for State Fiscal Y ears 2004 and 2005, which will be the basis
of new loca standards. Although the Department has indicated that this renegotiation
process was a one-time occurrence that will not be repested, we believe the Department
should develop forma guidelines that specify under what circumstances loca regions may
request revisons to negotiated performance standards for future years but that prohibit
changing standards after the fact.

Recommendation No. 8:

The Department of Labor and Employment shoul d strengthen itsmechani smsfor measuring
the performance of Colorado’'s workforce system by renegotiating loca performance
standards only under circumstances specified in criteria developed by the Department.
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Department of Labor and Employment Response:

Agree. Implementation: Ongoing. The Department of Labor and Employment
mugt note that renegotiations of annual performance standards with the U.S.
Department of Labor may be pursued as the economic conditions of the State
fluctuate. Should the USDOL agree to change negotiated State performance
levels, it isincumbent on the Department of Labor and Employment to offer the
same opportunity to its loca Workforce Regions. Additionaly, each Colorado
Workforce Region may request a renegotiation of their established locdl
performance standards from the Department of Labor and Employment based
upon changes in loca economic conditions. The Department’s decision to
renegotiate with a specific Workforce Region will be dependent upon the
ubgtantiated rationale that is presented.
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Employment and Training Funding

Chapter 3

The Department’s Office of Workforce Development Programs is responsible for
digributing avariety of federal and state funds to the workforce regions each year. Since
its inception in July 2000, the federd Workforce Investment Act (WIA) has provided
Colorado with an average of $31 million annualy in combined WIA and Wagner-Peyser
funding. At the gate leve, dlocations from the U.S. Department of Labor (USDOL) are
divided into a number of different categories as summarized in the following table. For
adminidration and statewide reserves, each state determines the amount to use, up to the
maximum percentages noted in the table.

Distribution of WIA and Wagner-Peyser Funds
State Fiscal Years 2001 Through 2003

Regions

SFYO1 SFY02 SFY03

WIA: Total Funds Available $21,927,432 | $20,505,484 | $19,816,572
Dept. of Labor & Employment and Office of
Workforce Development Admin. (up to 5%) $1,006,372 $1,025,274 $990,829
Statewide Reserves! (averages 20%) $4,434,586 $3,923,267 $3,826,358
Allocated to the Regions $16,396,474 $15,556,943 $14,999,385

Adult Programs (85%) $5,447,964 $4,903,167 $4,412,851

Youth Programs (85%) $5,568,088 $6,159,251 $6,159,251

Dislocated Worker Programs (60%) $5,380,423 $4,494,525 $4,427,283
Wagner-Peyser: Total Funds Available $10,421,973 | $10,329,710 | $10,301,856
Statewide Reserves® (10%) $1,042,197 $1,032,971 $1,030,186
Allocated to the Regions (90%) $9,379,776 $9,296,739 $9,271,670
WIA + Wagner-Peyser Statewide Reserves $5,476,783 $4,956,238 $4,856,544
WIA + Wagner-Peyser Allocated to $25,776,250 $24,853,682 $24,271,055

Sour ce: Office of the State Auditor analysis of data provided by the Department of Labor and Employment.

! Federal regulations allow the State to reserve up to 10% of the WIA Adult and Y outh grants and up to 35%
of the WIA Dislocated Worker grant for statewide activities such as maintaining alist of eligible training
providers and offering grantsto the regions for targeted projects.

2 Federal regulations allow the State to reserve up to 10% of its Wagner-Peyser allotment for statewide
activities such as providing services to groups with special needs and to provide performance incentives.
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In addition to WIA and Wagner-Peyser, the Department has received funding from the
following sources in recent years.

»  The State Employment Support Fund provides about $5 million annualy whichis
generdly used dong with Wagner-Peyser monies to provide basic Employment
Services programs such as job search assistance. In 2003 the Department
received a supplemental appropriation replacing Employment Support Fund
monies with federa Reed Act funds, which can be used for essentidly the same
puUrposes.

e The state Displaced Homemakers Fund provides about $100,000 annually for
programs to assst displaced homemakers to reenter the workforce.

* A federal National Emergency Grant (NEG) provides servicesto individudslad
off after the terrorist attacks of September 11, 2001. Colorado received a tota
award of $7.5 million for the period April 1, 2002, through March 31, 2004.

» A federd Unemployment Insurance Reemployment Grant provides case
management services to certain Unemployment Insurance clamants. Colorado
received funding in both State Fiscal Y ears 2002 and 2003 for a combined total
of about $300,000.

The Department provides base alocations of WIA, Wagner-Peyser, and Employment
Support Fund monies to the regions each year usng a series of formulas. The formulas
assign different weights to factors such as rates of unemployment, number of personsin
poverty, number of farmsin crigs, mass layoffs, unemployment clamants, and number of
individuals requesting services. We reviewed the caculations for the base dlocations and
found that they appeared reasonable.

Boththe Department and the Governor’ s Office of Workforce Development (OWD) offer
various grantsto theworkforce regionsusing the fundsreserved from the State sWIA and
Wagner-Peyser alotments as well as from the Displaced Homemakers Fund, the NEG,
and the Reemployment Grant, described above. Specificdly, the OWD adminigers the
amounts reserved from the WIA funding streams. These funds are used, in large part, to
offer grantsto theregionsfor variousworkforce projects. The Department administersthe
remaining discretionary funds described above, some of which are offered to the regions
through a competitive process and others of which are awarded through a more needs-
driven approach, using ether a pre-set formula or an evauation of a particular region's
request for assstance. Thegrantsoffered by the Department generaly fal into established
categories, as shown in the following table.



Grants Administered by the Department of Labor and Employment’ s Office of Wor kfor ce Development Programs

Amount for
Grant Program Purpose Allocation Method SFY 2003
WIA Dislocated Worker Discretionary Funds
Enhanced Disloc. To address local needs for dislocated worker services. Same formula (and at same time - beginning of FY)
Worker as base Dislocated Worker funds. $925,000
To supplement allocations for dislocated workers. Last 2 Formula - awarded as additional enhanced dislocated
L ayoff Reserve years, Department has targeted to Front Range regions. worker grants. $300,000
L ocal Rapid To assist regions in responding to local layoffs. Same formula as for Layoff Reserve - awarded as
Response? enhanced dislocated worker grants. $0 as of 12/02
Older Worker To provide dislocated worker services to older workers. Competitive $240,000
Wagner-Peyser Discretionary Funds
To help Colorado youth transition from school to work by
Summer Job Hunt | matching skills and interests with job opportunities. Formula $500,000
To provide services to targeted groups such as job seekers
Special Needs with multiple barriers. Competitive $250,000
To enhance employer services in metro Denver workforce Competitive among the Adams, Boulder, Denver,
Employer Services | regions and encourage coordination of programs. Arapahoe/Douglas, and Tri-County regions. $51,000
Special Purpose Grants
Displaced To assist displaced homemakers to enter or reenter the
Homemaker workforce and become economically self-sufficient. Competitive $72,400
Unemploy. Insur. To provide case management services to a subset of
Re-Employment? Unemployment Insurance claimants. Competitive $360,000
Nat'l. Emergency | To provide services to individuals laid off after September
Grant 11, 2001. Formula $3,460,000

Sour ce:

Office of the State Auditor Analysis of data provided by the Department of Labor and Employment.

L The Department funds a State Rapid Response unit to assist workers who lose their jobs through mass layoffs. The Department reserves $380,000 to

$450,000 for this unit annually. Once the Department can estimate the demands on the unit, it can distribute some funding to the regions.
2 |InFY 2002, the USDOL expanded Wagner-Peyser funding for reemployment services. Colorado has received a portion of these fundsin FY 2002 and

2003.
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In reviewing the adminigration of employment and training funds by both the Department
and the Office of Workforce Development, we noted anumber of areasfor improvement.
The firgt part of the chapter discusses some inefficienciesin the Department of Labor and
Employment’s processes for dlocating funds to the regions. The second part of the
chapter addressesweaknessesinthe Office of Workforce Devel opment’ sdistributionsand
oversght of WIA discretionary funds.

Allocating Discretionary Funds

As discussed above, in addition to digtributing the annua base WIA and Wagner-Peyser
dlocations to the workforce regions, the Department also distributes a number of
competitive and needs-driven grants to the regions. We reviewed the Department's
processesfor alocating grants funded by WIA, Wagner-Peyser, the National Emergency
Grant, and the Displaced Homemakers program. The Department offers grant
opportunities to the regions from these sources in a number of ways, with seven separate
grants being offered in State Fisca Y ear 2003.

In reviewing the process used by the Department to award grants to regions, we found
some areasfor improvement. Overdl, workforce center staff reported frusiration with the
current grant process because the Department has made too many grantsavailablethat are
offered sporadicaly and are smal in amount. Each grant requires aseparate proposa, has
a specific grant period, and must be tracked independently from every other funding
source. One workforce center provided us a listing that showed 18 different funding
sources that were being tracked for State Fiscal Year 2002 to provide a variety of
employment and training servicesto clients. Staff at some of the regions said they question
the value of using staff resources to apply for and track such smdl grants.

We understand that the Department must work within federd requirementswhich, in some
cases, dictate both the time frame and use of discretionary funds. However, the
Department aso has the ability to streamline its grant processes by:

* Combining grants. Currently the Department divides its WIA Didocated
Worker discretionary fundsinto three pots—Rapid Response, Older Worker, and
Enhanced Didocated Worker. Theregions are awarded funds within these three
categories and must account for each category separately. One specific
improvement would be to alocate Enhanced Didocated Worker and base
Didocated Worker funds together. Since the inception of WIA, the Department
has alocated Enhanced Didocated Worker grantsto theregionsat the sametime
and using the same formula as is used for each region's base WIA Didocated
Worker grant. If the Department included the enhanced funds (which totaled
about $925,000 in State Fiscd Year 2003) with the base WIA Didocated
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Worker funds, neither the regions nor the Department would have to track the
funds separately. The Department aso divides its Wagner-Peyser discretionary
fundsinto three types of grantsreferred to as Speciad Needs, Employer Services,
and Summer Job Hunt. The Department could consider offering fewer grant
categoriesthat cover abroader range of projectsand funding those grantswith the
appropriate WIA or Wagner-Peyser funds.

» Coordinating grant announcements. Currently eachgrantisannouncedshortly
before the grant period begins or, in some cases, after a grant period has begun.
By deveoping one or two announcements each year that inform theregions of al
known grant opportunities, the Department would give the regions more time to
plan for potential projects. In this way, the Department could offer the regions
funding for multiple project areas once or twice a year. The regions would ill
have to track the grants separately, but digning the grant announcements and,
therefore, the periods would smplify planning and tracking. The Office of
Workforce Development (OWD) hasdready adopted thisapproachindistributing
itsmultiple grantsto the workforce regions, and it would be especidly efficient for
the regionsif the Department coordinated grant notices with those of the OWD.

* Internally consolidating grants management. Currently five different
individuals at the Department manage seven grants, five of which are competitive
and must go through a proposa evaduation process managed by committees of
Department staff. The Department could consolidate grants management among
fewer gaff, which might reduce the costs of administering thegrants. Althoughwe
did not generaly note excessive cogsfor grantsadminigiration, wedid find that the
Depatment’s one sate-funded grant program, the Displaced Homemaker
program, had administrative costs of about 20 percent in State Fisca Y ear 2003.
This program provides only about $100,000 per year in funding and for the past
two years these monies have been awarded to only three of the regions. Even
without consolidating grant administrative duties, the Department should reduce
this cost. The Department has indicated that these high administrative costs were
charged in error and have been corrected.

Recommendation No. 9:

The Department of Labor and Employment should streamline and smplify itsdiscretionary
grant process by:

a. Combining funds into fewer, larger grants whenever possible.
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b. Combining grant announcementsinto one or two per year that include dl available
funds and coordinating grant periods o that the expenditure deadlines are more
consistent across grants.

c. Evauating opportunities for consolidating grants adminigtration among fewer aff

within the Department and ensuring that administrative costs for the Displaced
Homemaker program are reduced.

Department of Labor and Employment Response:

a. Agree. The Depatment anticipates implementing this recommendation in
January 2004.

b. Agree. The Depatment anticipates implementing this recommendation in
January 2004.

c. Agree. The Department anticipates implementing this recommendation by
December 31, 2003.

The Department has dready begun addressing this recommendation through a
workgroup of regiona directors.

Timely Grant Announcements

We reviewed the Depatment's process for offering WIA and Wagner-Peyser
discretionary fund grants to the regions and found that for State Fiscal Y ears 2001, 2002,
and 2003 the Department sometimes gaveregionsvery little notice when agrant was made
avalable. InState Fisca Y ear 2003, the average time between the date of notice and the
proposal deadlinefor discretionary grantswasjust under 13 working days. For one State
Fiscd Year 2003 grant, the Department gave the regions only six daysto apply, and for
another grant the Department alowed only 10 days, in both State Fiscal Y ears 2002 and
2003, for regionsto respond with proposas. Furthermore, in some cases the Department
does not announce a grant until the grant period has aready begun. For example:

* The State Fisca Year 2002 and 2003 Displaced Homemaker grants were
announced in September and November, respectively, more than two to four
months after the fisca year began. Since the Displaced Homemaker grants are
funded soldly with state monies, regions had only 10 monthsin State Fiscal Year
2002 and 8 monthsin State Fisca Y ear 2003 to spend their grant funds.
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* TheStateFiscal Y ear 2002 and 2003 Wagner-Peyser Speciad Needsgrantswere
announced in September and August, respectively, and State Fisca Y ear 2003
Wagner-Peyser Older Worker grants were announced in late September 2003.
Asaresult, the regions had only about eight to nine months to spend these funds.

* The State Fiscd Year 2002 Reemployment Services grants were announced in
September 2001. The regions received their fundsin October and had less than
nine months to spend them because the funds expired on June 30, 2002.

The Department isgenerdly informed of federd fundsavailability no later than May of each
year and both gtate and federa funds are made available to the Department each July 1.
Therefore, for al these funding sources, the announcements to the regions that grant
opportunities are available did not occur until one to four months after the funds were
available to the Department.

Steff a the regions we vigted told usthat it takes a Sgnificant amount of time to develop
grant projects and prepare proposas, and they occasionaly do not apply because of the
short time lines. Furthermore, by delaying the announcement and subsequent distribution
of grant funds, the Department reducesthe period of timetheregionshaveto operatetheir
grant projects, which could reduce their effectiveness, and increases the risk that
unexpended funds will revert to the federd government.

Recommendation No. 10:

The Department of Labor and Employment should announce grant opportunities to the
regions as soon as the availability of fundsis known to the Department.

Department of Labor and Employment Response:

Agree. The Department anticipatesimplementing thisrecommendation in January
2004.




Workforce Development Programs Performance Audit - June 2003

Timely Use of WIA Discretionary Funds

The State Workforce Council isresponsiblefor managing 10 percent of Colorado'sannual
WIA dlotment, which has averaged about $2.1 million each year in State Fiscal Years
2001, 2002, and 2003. Once allotted to the State, WIA funds have alife of three years,
funds not spent within three years revert to the Federd government. We reviewed the
digtributions and expendituresof thesefundsby the State Workforce Devel opment Council
and found problems with timely use of some of the WIA discretionary money.

Firg, for the past three state fiscal yearsthe Council hasrolled forward significant sums of
money to the subsequent year, athough the amounts rolled forward have declined each
year. Specific amounts rolled forward are as follows:.

e About $1.14 million from State Fiscal Y ear 2001 to 2002.
*  About $850,000 from State Fisca Y ear 2002 to 2003.
* About $702,000 from State Fisca Y ear 2003 to 2004.

This meansthat, on average, the Council rolled into the next year over 40 percent of the
total annual budget of WIA discretionary funds during these years, ddlaying the ultimate
expenditure of the funds.

Second, hafway through State Fiscd Y ear 2003, the Council had till not distributed or
spent asubstantia sum of funds from State Fiscal Y ears 2001 and 2002. Specificdly, as
of December 2002, the Workforce Council had not distributed over $275,000 in State
Fisca Y ear 2001 funds, which must be used by June 30, 2003. Asof February 28, 2003,
the undistributed balance of State Fiscd Year 2001 WIA discretionary funds had been
reduced to about $57,000. However, delaying the distribution of some funds until about
four months before the end of the program period increases the risk that the fundswill not
actudly be spent before they expire,

Fndly, the Council used State Fiscal Y ear 2002 fundswhile State Fiscal Y ear 2001 funds
remained unspent and continued to use State Fiscd Y ear 2003 funds while monies from
State Fiscal Years 2001 and 2002 had not yet been distributed to the regions.

One particular areaof concern related to both timely distribution of funds and the use of
older funds before newer funds is the method used by the Council to award performance
incentive grants for State Fisca Y ear 2001 performance by the regions. The Council did
not actudly provideincentive grantsto theregionsfor State Fiscal Y ear 2001 performance
until the end of October 2002, dmost 16 months after State Fiscal Y ear 2001 had ended
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and 10 months after statewide performance data for the year were reported to the
USDOL. The Office used State Fiscd Y ear 2002 fundsfor theseincentive grants. Using
these newer fundsto provide theincentive grants gives the regions about 20 monthsbefore
the funds expired, but also increases the potentid that older funds remain unused while
newer monies are spent. According to the OWD, the Council is currently working on a
process to fund the performance incentive grants that will balance these issues.

The Office of Workforce Development should award incentive grants as soon as
performance data are compiled, no later than the December following the end of thefisca
year for federd reporting purposes. Specificdly, for State Fiscal Year 2003, the Office
should plan to award incentive monies by January 2004. Thiswould alow the Office to
match the funds with the year of performance. In other words, the Office could use State
Fiscal Year 2003 funds to provide incentives for State Fiscal Y ear 2003 performance,
giving the regions 18 months (January 2004 through June 2005) to use the funds. As of
June 2003, the Council had not awarded incentives for State Fisca Year 2002
performance.

Although the State has 90 days after the end of the three-year program period to spend
WIA funds that were obligated as of the end of the program period, delaysin distribution
and spending incresse the risk that funds will not be used and will revert to the federa
government. We reviewed data provided by the Department that tracks how regionsare
gpending their funds. We found that in addition to the distribution issues described above,
some regions have not expended al of their State Fiscal Year 2001 WIA discretionary
funds, which will expire a the end of June 2003. As of February 28, 2003, the regions
had not expended over $400,000 in State Fisca Year 2001 WIA discretionary funds.
This amount represents over 40 percent of the total State Fiscal Y ear 2001 discretionary
funds awarded to the regions. Delays in spending by the regions may be due, in part, to
the dow digtribution of funds. The Department informsthe OWD of lagsin spending, but
has not established apolicy to ensure that unexpended funds are identified and redll ocated
by the Department within a specified time frame before the end of the program period to
ensure monies are fully used to benefit the workforce system and are not returned to the
federd government.

Working with the State Council, the Office of Workforce Development has begun to
improve the digtribution of discretionary funds by establishing a process to announce al
grants a the beginning of the Cdendar Year and having an April 30 deadline for dl
discretionary grant proposas. Inaddition, the Council plansto use older fundsto provide
performance incentive grants to the regions for current year performance to help ensure
these older funds are used more quickly. However, both the Office of Workforce
Development and the Department need to actively monitor the fundsand take aggressive
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steps to ensure that funds are digtributed in atimely way and that older funds are used
before newer funds,

Recommendation No. 11:

The Office of Workforce Development should implement procedures to expedite the
digtribution and spending of WIA discretionary funds and to use funds from earlier years
before funds from more recent years.

Office of Wor kfor ce Development Response;

Agree. Additiona stepsto monitor distribution will be taken by September 2003.
The Office of Workforce Development agrees that additional steps can be taken
to reduce the risk of the department being forced to return funds to the USDOL.
However, wemaintain that no money has been returned to the federal government
from the discretionary fund.

The Colorado Workforce Development Council dlocates funds in the year that
they are recaived annudly and minutes from Council meetings and the OWD
letters to the Governor corroborate that fact

Theissue of firg use of old money isvaid to a point. The funds in each category
of spending should be dispensed on afirg-in firg-out bass. The OWD suggests
that it isimportant to consider the fact that the discretionary funds are allocated to
categories. It would not be prudent to hold off alocating or spending money ina
category that has been fully digtributed in the previous years because of unspent
funds in a separate category. The act of withholding either dlocation or
digribution of funds in that case would only compound the issue raised in the

report.

The Department and the OWD indiituted a regular monitoring and review
procedure, to check the status of discretionary funding, last year and will continue
to monitor the first use of money in future years.

Recommendation No. 12;

The Depatment of Labor and Employment should improve its oversght of WIA
discretionary funds by:
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a. Implementing procedures to inform both the Office of Workforce Devel opment
and the regions of dl funds that have not been spent within aspecified timeframe
to be determined by the Department and the OWD, such assix monthsbeforethe
end of each fiscd year.

b. Indituting a palicy to redlocate fundsthat have not been used within the specified
time period.

Department of Labor and Employment Response:

a. Agree. The Department anticipatesimplementation of thisrecommendation by
December 31, 2003.

b. Agree. The Department anticipatesimplementation of thisrecommendation by
December 31, 2003.

The Department intends to develop a policy for redlocating funds that have not
been used within a specified period of time. The Department aready conducts
regular reviews of regiond and OWD spending paiterns to determine if
expenditures are in line with loca plans and if 100% of each grant will be
expended by the end of the period of performance.

Oversight of WIA Discretionary Funds

Each year, the Office of Workforce Development sends the State Council and the
Governor’s Office aletter recommending abudget for the current year's WIA 10 percent

discretionary funds (about $2 million for State Fiscal Y ear 2003). The budget generaly
divides the funds into eight or nine large spending categories, such as Statewide WIA

Traning, Performance | ncentiveand Capacity Building, and Technicd Assstancefor Loca

Regions. For State Fiscal Year 2003, over 20 percent of the budget was placed in the
“Other Allowable (Optiona) Activities’ category. Fundsin this category are used for a
variety of purposes, such asdisseminating alist of digibletraining providers. Wereviewed
both budgeted and actud expenditures of the WIA 10 percent discretionary funds aswell

asthe controls in place at the Office of Workforce Development and identified anumber
of concerns with the management of these funds.

Firgt, wefound that OWD gtaff do not aways obtain approva from the Governor’ s Office
and the State Council to uselarge amounts of fundsfor projects not included in the origina
budgets. As noted above, the Office rolled forward an average of nearly $1 million each
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year between State Fiscal Years 2001 and 2004. When funds are rolled forward, the
Office may not use the funds as budgeted in their first year and we could find no evidence
in Council meeting minutes or documentation from the OWD that changesin spending for
the amounts rolled forward were approved by the Council.

One example of funds not being used as gpproved is an E-learning inititive that will offer
clients and gtaff in the regiond offices online access to employment and training materids
and services. This project, for which the OWD has currently set aside about $262,000,
was not originaly budgeted according to any of the budget |etters provided to the State
Council and, therefore, was not approved through that process. OWD staff confirmed that
such changes are not typicaly brought to the Council for approva. In addition, the OWD
does not provide a year-end accounting to the Governor’ s Office and State Council that
shows budgeted to actua spending by category. Such an accounting would not only keep
these decison makers informed about how the funds are being used, it would provide
va uable feedback for future budgeting and priority setting.

Second, the OWD does not aways keep the Department well-informed of amounts
expended againg the WIA discretionary funds.  Although the OWD manages the funds,
the Department actualy makes paymentsfor expendituresbased on requests submitted by
the OWD. However, the requests to authorize payments have been informd at times,
frequently conggting of emailsinduding only minima information about the project being
funded or memos that contain very little detail about project expenses and items being
purchased. In a December 2002 financia review, the U. S. Department of Labor's
Employment and Training Administration found inadequate coordination between the
Department and the Office of Workforce Development, and weaknesses in the interna
controls over funds administered by the Office of Workforce Development.

The OWD director and staff manage the discretionary funds on a day-to-day bass.
However, the State Council isrespongblefor providing overal direction and gpprova for
how the funds are used, consstent with the statewide workforce investment priorities it
sets. In addition, the Department of Labor and Employment is responsible to the federa
government for ensuring that the funds are spent in accordance with gpplicable laws and
regulations. The procedures that have been used by the OWD to submit expenditures
have not permitted the Department to ensure compliance with federal requirements,
including cogt principles and alowakility standards.

Currently both the Department of Labor and Employment and the Department of Loca
Affars (which houses the Office of Workforce Development) are working to improve
controls over these funds. We encourage continuation of these efforts and suggest that the
Department of Labor and Employment, as the state agency responsible to the federa
government for WIA funds, ensure that al future OWD expenditures are in compliance
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with federd requirements. One way the Department can accomplish thisis to audit the
OWD asit would any other contractor. According to the Department, an audit is planned
during the current fiscd year.

Recommendation No. 13:

The Office of Workforce Development should improve its communication regarding
discretionary fund budgets by:

a

Induding greater detail on planned spending in the budgets approved by the
Governor’ s Office and State Council.

Requesting approva from the Governor’'s Office and State Council for any
ggnificant changes in planned spending during the course of the yesr.

Reporting on deviationsfrom the budget and year-end bal ancesto the Governor’s
Office, the State Council, and the Department of Labor and Employment.

Office of Workfor ce Development Response;

a. Agree. The gpprova by the Governor and the Council is to authorize the

proposed spending in each of the categories. The description of the categories
will be expanded effective with the 2004 recommendation to the Governor in
June 2004.

. Disagree. Discretionary funds use is adequately tracked by OWD,

Depatment of Labor and Employment Accounting, and the Workforce
Deveopment Programsoffice. The OWD hasinformed the Council of al uses
of funds that were utilized to provide Statewide projects that were not
individudly identified in the recommendeation to the Governor. Many projects,
such asthe Individua Training Accounts project for workers didocated as a
result of September 11 and the subsequent downturn of businessactivity inthe
date, or the E- learning portd, were not identified at the time of the planned
digtribution letter to the Governor.

It is the opinion of the OWD that they are authorized under the Other
Statewide Activities category. When a project such as the E-learning porta
will benefit the system and serve citizensin more than one category, then funds
fromavariety of categories are tapped to support the project. The OWD wiill
ask the Colorado Workforce Development Council for forma approva of a
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resolution or a motion to approve any future statewide projects through a
formd action of the council and will record that authority in the meeting
minutes. The Council has the authority to re-categorize up to 20 percent of
the totd Discretionary Fund amount each year. The Governor will beformadly
notified of any actions taken to exercise that power.

c. Agree. Implementation: August 1, 2003. The OWD agrees that thereis a
definite need to prepare a formal reconciliation for the Governor and the
Council each year with accompanying explanations. The OWD will begin that
practice at the end of this program year (2002). The report will be submitted
to the Council for gpprova and transmission to the Governor. Thissuggestion
will improve the governance and accountability of the OWD to both the
Council and the Governor.

Recommendation No. 14:

The Department of Labor and Employment should improve its oversght of the WIA
discretionary funds administered by the Office of Workforce Development to ensure they
are spent gppropriately by conducting annud audits of the Office and implementing other
measures as needed to provide adequate fund oversight.

Department of Labor and Employment Response:

Agree. The Department has aready agreed to this process and anticipates
implementation of the recommendation by December 31, 2003.




Appendix A

Workforcelnvestment Act (WIA) Performance M easur es

The following list explains WIA’s 17 performance measures. All but two of the measures apply
to pecific WIA funding streams (Adult, Didocated Worker, or Youth). The find two
measures document customer satisfaction across al funding streams. The information in
parentheses explains the ca culations made to report on these measures.

Adult Program

1.

Entered Employment Rate - Entry into unsubsidized employment (number of
adults who have entered employment by the end of the 1% quarter after exit divided by
number of adults who exit during the quarter).

6-Month Retention in Employment - Retention in unsubsidized employment six
months after entry into the employment (number of adults who are employed in the 3
quarter after exit divided by the number of adults who exit during the quarter).
Average Earnings Change in 6 Months- Change in earnings received in
unsubsidized employment six months after entry into the employment (earningsin 2™
and 3" quarters after exit from program minus Earingsin 2" and 3 quarters prior to
enrollment divided by number of adults who exit during the quarter).

Entered Employment & Credential Rate - Attainment of arecognized
credentid relating to achievement of educationd skills, which may include attainment of
a secondary school diploma or its recognized equivaent, or occupationa skills, by
participants who enter unsubsidized employment (number of adults who were employed
in the 1% quarter after exit and received a credential by the end of the 3 quarter after
exit divided by the number of adults who exited services during the quarter).

Didocated Worker Program

5.

Entered Employment Rate - Entry into unsubsidized employment (number of
didocated workers who have entered employment by the end of the 1% quarter after
exit divided by number of didocated workers who exit during the quarter).

6-Month Retention in Employment - Retention in unsubsidized employment six
months after entry into the employment (number of didocated workers who are
employed in the 39 quarter after exit divided by the number of didocated workers who
exit during the quarter).

Earnings Replacement Rate in 6 Months- Changein earningsreceived in
unsubsidized employment after entry into the employment relative to earnings of job of
didocation (earningsin 2™ and 3 quarters after exit divided by earningsin 2 and 3
quarters prior to enrollment).
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Entered Employment & Credential Rate - Attainment of arecognized
credentid relating to achievement of educationd skills, which may include attainment of
a secondary school diploma or its recognized equivaent, or occupationa skills, by
participants who enter unsubsidized employment (number of didocated workers who
were employed in the 1% quarter after exit and received a credentia by the end of the
3" quarter after exit divided by the number of disocated workers who exited services
during the quarter).

Y outh Program

Older Youth (aged 19-21)

0.

10.

11.

12.

Entered Employment Rate - Entry into unsubsidized employment (number of
older youth who have entered employment by the end of the 1% quarter after exit
divided by number of older youth who exit during the quarter).

6-Month Retention in Employment - Retention in unsubsidized employment six
months after entry into the employment (number of older youth who are employed in
the 3" quarter after exit divided by the number of older youth who exit during the
quarter).

Average Earnings Changein 6 Months - Earnings received in unsubsdized
employment six months after entry into the employment (earningsin 2" and 3 quarters
after exit from program minus eamingsin 2 and 3" quarters prior to enrollment
divided by number of older youth who exit during the quarter).

Entered Employment & Credential Rate - Attainment of a recognized
credentid relating to achievement of educationd skills, which may include attainment of
a secondary school diploma or its recognized equivaent, or occupationa skills, by
participants who enter unsubsidized employment or who enter postsecondary
education, advanced training, or unsubsidized employment (number of older youth who
were in employment, post-secondary education, or advanced training in the 1% quarter
after exit and received a credentia by the end of the 3 quarter after exit divided by the
number of older youth who exit during the quarter).

Younger Youth (aged 14-18)

13.

14.

Basic Skills Attainment Rate - Attainment of basic skills and, as appropriate,
work readiness or occupationd skills (total number of attained basic skills, work
readiness kills, and occupationd skills divided by the tota number of gods for basic,
work readiness, and occupationa skills).

Diploma/Equivalent Attainment Rate - Attainment of secondary school
diplomas and their recognized equivaents (number of younger youth who atained a
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15.

Appendix A

secondary school diploma or equivaent by the end of the 13 quarter after exit divided
by the number of younger youth who exit during the quarter [except those till in
secondary schoal at exit]).

Placement and Retention Rate - Placement and retention in postsecondary
education, advanced training, military service, employment, or qualified apprenticeships
(number of younger youth found in ether post-secondary education, advanced training,
employment, military service, or qualified apprenticeships in the 3 quarter after exit
divided by the number of younger youth who exit during the quarter [except those il in
secondary schoal at exit]).

Across Funding Streams

16.

17.

Customer satisfaction for participants (weighted average of participant ratings on each
of the 3 questions regarding overall satisfaction reported on a 0-100 scale).

Customer satisfaction for employers (weighted average of employer ratings on each of
the 3 questions regarding overall satisfaction reported on a 0-100 scale).

Sour ce: US Department of Labor Training and Employment Guidance Letter (TEGL) No. 7-

99.
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