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Effective Date(s) of Accounting Policies

The effective date of all accounting policies described in this manual is January 28, 2026 to conform to
Federal and State Policies. Ifa policy is added or modified subsequent to this date, the effective date of the
new/revised policy will be indicated parenthetically immediately following the policy heading.

This policy sets forth the standards for grant management under WIOA, including internal controls,
financial tracking, and documentation practices. It addresses the retention of records, grant closeout
requirements, and the method for expending funds. The policy also outlines restrictions on the use of federal
funds, procedures for fund transfers, the required expenditure rates for Adult and Dislocated Worker funds,
as well as protocols for recapture and reallocation. These provisions are intended to promote consistency,
transparency, and compliance.

In the event of a conflict between this policy and federal regulations, TEGLs, or provider
agreements, the highest governing authority shall take precedence. Southern Workforce Board, Inc.
(SWB) reserves the right to update, amend, or waive provisions in this policy as necessary to
comply with federal, state, and local workforce regulations.
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GRANT MANAGEMENT

Southern Workforce Board, Inc. (SWB) will establish and maintain a comprehensive financial
management system that complies with Generally Accepted Accounting Principles (GAAP) and

2 CFR §200.302 and 2 CFR §200.405. This system will be designed to:

Ensure adequate control over funds and other assets to prevent

mismanagement or misuse.

Maintain accurate and reliable financial data for effective decision-

making and reporting.

Enhance operational efficiency through well-defined procedures and processes.
Implement internal controls to prevent conflicts of interest (or the appearance of
such conflicts) and to avoid irregular or unauthorized transactions or activities.

SWB and Sub-recipients will maintain financial records and reports that are:

Uniform in definition to ensure consistency across documentation.

Accessible to authorized Federal and State staff for review, monitoring, and auditing.
Verifiable for compliance with requirements for monitoring, reporting, audits,
program management, and evaluation, as mandated by WIOA Section 185(a)(1)

and (2).

After an award has been made, the following steps shall be taken:

e The original signed award, subaward, or contract will be the responsibility of the Fiscal Officer
where it will be filed electronically and a hard copy in the file cabinet. A copy of the signed
award, subaward, or contract will then be sent to other appropriate staff, if necessary.

o Verify the specifications of the award, subaward, or contract. The Fiscal Officer shall review the
terms, time periods, award amounts, and expected expenditures associated with the award.

e Am electronic file is established for each award, subaward, or contract. The file contains the
proposal, all correspondence regarding the award, subaward, or contract, the Notice of Award
(NOA), the copy of the final signed award document, draw requests, and all reports submitted
to the funding sources with backup documentation.

Standards for Financial Management Systems

SWB maintains a financial management system that provides specific procedures to carry out these
standards:

l.

2.

b

Identify all Federal/State awards received and expended and the Federal/State programs
under which they were received.

Accurate, current, and complete disclosure of the financial results of each federally-
sponsored project or program in accordance with the reporting requirements and/or the
award.

Records that identify adequately the source and application of funds for federally-sponsored
activities. These records shall contain information pertaining to federal awards,
authorizations, obligations, unobligated balances, assets, expenditures, income, and interest
and be supported by source documentation.

Effective control over and accountability for all funds, property, and other assets. SWB shall
adequately safeguard all such assets and ensure they are used solely for authorized purposes.
Comparison of expenditures with budget amounts for each award.

Written procedures for determining the reasonableness, allocability, and allowability of
costs in accordance with the provisions of the applicable federal cost principles and the

4



terms and conditions of the award.
7. Accounting records including cost accounting records that are supported by source
documentation.

SWB will request budget revisions as needed through the State approved grant management system. SWB
will track expenditures by category and as soon as it is apparent that a budget revision is necessary to carry
out the purpose of the award, SWB will request a budget revision to OESC.

SWB will provide Financial Reporting to staff, funding sources, and board members with timely and
accurate financial reports applicable to Federal awards. These reports include monthly and cumulative
expenditures, a project budget, and a balance remaining column. SWB’s Fiscal Officer will prepare and
submit financial reports as specified by the financial reporting clause of each grant or contract award
document.

SWB’s Fiscal Officer will prepare and submit monthly reports to State and Federal agencies as well as draw
requests under awards terms and conditions made to SWB:

a. SWB will request reimbursement of expenditures that have been incurred and paid, as
well as award advances according to State policies.

b. All financial reports required by each State and/or Federal award will be prepared and
filed on a timely basis. The due dates vary by funding source. Please refer to the contract
or manuals of the funding source for the correct due date for submission of financial
statements and request for funds. To the extent SWB’s year-end audit results in
adjustments to amounts previously reported to Federal agencies, will result in the adjusted
amounts added to the current month report with notations and filed in accordance with the
terms of each Federal award.

Equipment Purchased with Federal Funds

SWB may occasionally purchase equipment and furniture that will be used exclusively on a program
funded by a federal agency. For purposes of Federal award accounting and administration, "equipment"
shall include all assets with a unit cost equal to or greater than $5,000 and a useful life of one year or
more.

All purchases of “equipment” with Federal funds shall be approved in advance in writing by the State
or Federal awarding agency. In addition, the following policies shall apply regarding equipment
purchased and charged to Federal awards:

2. Any equipment that is owned by the Federal government and given to SWB for use in a
program shall be designated as such.

3. Adequate insurance coverage will be maintained with respect to equipment and furniture
charged to Federal awards.

4. For equipment with a remaining per unit fair market value of $5,000 or less at the conclusion of
the award, SWB shall retain the equipment without any requirement for notifying the Federal
agency. If the remaining per unit fair market value is $5,000 or more, SWB shall gain a written
understanding with the Federal agency regarding disposition of the equipment. This understanding
may involve returning the equipment to the Federal agency, keeping the equipment and
compensating the Federal agency, or selling the equipment and remitting the proceeds, less
allowable selling costs, to the Federal agency.

5. A physical inventory of all equipment purchased with Federal funds shall be performed at least
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once every year. The results of the physical inventory shall be reconciled to the accounting
records of Federal reports filed by SWB verifying the existence, current utilization and continued
need for the equipment.
6. Equipment inventory shall include the following information.
e Date of acquisition
e Vendor purchased from
e Description (details including color, model, and serial number, if applicable)
e Cost of the equipment
Source of funding
e % of Federal participation in the purchase
e Location
e Federal Award ID number (FAIN)
e Disposition information (if applicable)

Charging of Costs to Federal Awards

SWB is responsible for administering Federal and State funds in a manner consistent with agreements,
program objectives and the term and conditions of the Federal award through the application of sound
management practices. The costs should be necessary, reasonable, allowable, allocable, and in
accordance to generally accepted accounting principles, 2 CFR 200, and 29 CFR 2900.

Allocation means the process of assigning a cost, or a group of costs, to one or more cost objective(s), in
reasonable proportion to the benefit provided or other equitable relationship. The process may entail
assigning a cost(s) directly to a final cost objective or through one or more intermediate cost objectives.

Direct Costs

Direct costs include those costs that are incurred specifically for one award or non-Federal function. SWB
identifies and charges these cost exclusively to each award or program. Each invoice shall be coded with
the appropriate account number reflecting which program received direct benefit from the expenditure.
Invoices are approved by the appropriate staff and reviewed by the Fiscal Officer.

Personnel Activity Report/Time Records, described earlier, are also submitted on a regular basis reflecting
employees' work and which programs directly benefited from their effort. Personnel Activity Report/Time
Records shall serve as the basis for charging salaries/benefits directly to Federal awards, Indirect Cost
Pool, and non-Federal functions.

Certain internal costs shall be directly charged to the appropriate SWB function based upon underlying
documentation. The following costs shall be directly charged based on the documentation or factor listed
next to each:

Cost Basis for Charge

Salaries Timesheets (hours) and/or activity sheets
Postage Actual

Supplies Actual

Support of Salaries & Wages
Charges to awards for salaries and wages, whether treated as direct costs or indirect costs, will be based

6



on documented payrolls approved by a responsible official(s) of the Organization. The distribution of
salaries/wages and benefits to awards must be supported by Personnel/Activity Report/Time Record.

Reports/Timesheets reflecting the distribution of activity of each employee must be maintained for all staff
members, professional and non-professional, whose compensation is treated as direct costs or indirect
costs. These activity reports must meet the following standards:

1. The reports must reflect an after-the fact determination of the actual activity of each employee.
Each report must account for the total activity for which employees are compensated and which
is required in fulfillment of their obligations to the Organization.

3. The reports must be signed by the individual employee and a responsible official having first-
hand knowledge of the activities performed by the employee that the distribution of activity
represents a reasonable estimate of the actual work performed by the employee during the periods
covered by the reports.

4. The reports must be prepared at bi-weekly and must coincide with each pay period.

Indirect Costs

Indirect costs are those costs that either benefit more than one award (overhead costs) or non-
Federal function or that are necessary for the overall operation of Southern Workforce

Board, Inc. (management and general costs). These costs are charged to a Cost Pool and allocated
based on an allocation basis.

1. Indirect Administration costs for Fiscal and Board Staff will be allocated based on all direct
administrative time spent.

2. Board Staff Program costs are allocated based on Board Staff program time spent.

3. System Costs and One Stop Operator costs are allocated based on Service Provider Career
Navigator time spent.

Administrative Costs

Administrative Costs are limited to 10% of each grant received for the Adult, Dislocated
Worker, and Youth programs. According to the US DOL, Administrative funds can be
flexible administrative funds and can be used for the other programs. SWB will transfer
administrative costs on an as needed basis. The process will be documented by using the
“Transfer to/from” account.

Segregating Unallowable from Allowable Costs

SWB will take following steps to identify and segregate costs that are allowable and unallowable with
respect to each Federal award:

1. The budget and grant or contract for each award shall be reviewed for costs specifically allowable
or unallowable.
2. Fiscal Officer shall be familiar with the allow ability of costs provisions of OMB Uniform
Guidance 2 CFR Subpart E - Cost Principles, particularly:
a. The list of specifically unallowable costs such as alcoholic beverages, bad debts,
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contributions, fines and penalties, lobbying, etc.
b. Those costs requiring advance approval from Federal agencies in order to be
allowable such as foreign travel, equipment purchases, etc.

3. No costs shall be charged directly to any Federal award until the cost has been determined to be

allowable under the terms of the award and/or OMB Uniform Guidance 2 CFR Part 200.420
through 200.475.

For each Federal award, an appropriate set of general ledger accounts shall be established in the
chart of accounts of SWB to reflect the categories of allowable costs identified in the award or
the award budget.

All items of miscellaneous income or credits, including the subsequent write-offs of uncashed
checks, rebates, refunds, and similar items, shall be reflected for grant accounting purposes as
reductions in allowable expenditures if the credit relates to charges that were originally charged
to a Federal award or to activity associated with a Federal award. The reduction in expenditures
shall be reflected in the year in which the credit is received (i.e. if the purchase that results in the
credit took place in a prior period, the prior period shall not be amended for the credit.)

Criteria for Allowability

SWB will ensure that all costs must meet the following criteria in order to be treated as allowable direct
or indirect costs under a Federal award:

1.

The cost is reasonable if, in its nature and amount, it does not exceed that which would be
incurred by a prudent person under the circumstances prevailing at the time the decision was
made to incur the cost. In determining reasonableness of a given cost, consideration must be
given to:

a) Whether the cost is of a type that is generally considered as ordinary and necessary for
the operation of the Organization or the proper and efficient performance of the Federal
award;

b) The restraints or requirements imposed by such factors as: sound business practices;
arm’s-length bargaining; Federal and state laws and regulations; and the terms and
conditions of the Federal award.

c) Market prices for comparable goods or services for the geographic area, if necessary.

d) Whether the individuals concerned acted with prudence in the circumstances
considering their responsibilities to the Organization, its employees, where applicable
its membership, the public at large, and the Federal Government.

e) Where the Organization significantly deviates from its established practices and policies
regarding the incurrence of costs, which could unjustifiably increase the Federal award’s
cost.

The cost is allocable to a particular Federal award or other cost objective if the goods or services
involved are chargeable or assignable to that Federal award or cost objective in accordance with
relative benefits received. This standard is met if the cost:

a) Isincurred specifically for a Federal award;

b) Benefits both the Federal award and other work of the Organization, and can be
distributed in proportions that may be approximated using reasonable methods; and

c) Is necessary to the overall operation of the Organization and is assignable in part to the
Federal award in accordance with the principles as stated in this section.

Treatment of costs must be consistent with policies and procedures that apply to both
Federally financed activities and other activities of the Organization

4. Costs must be consistently treated over time.
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The cost must be determined in accordance with generally accepted accounting principles

6. Costs may not be included as a cost of any other Federally financed program in the current or
prior periods

7. The cost must be adequately documented

Cost Sharing and Matching

It is the policy of SWB to value contributed services and property that are to be used to meet a cost
sharing or matching requirement at their fair market values at the time of contribution, unless award
documents or Federal agency regulations identify specific values to be used.

Certain programs are required to have a matching share of in-kind services and donated space to meet
Federal guidelines. In-kind documentation is furnished to the Fiscal Department by the Program Staff
and is posted in a ledger on a monthly basis. Southern Workforce Board, Inc. shall claim contributions
as meeting a cost sharing or matching requirement of a Federal award only if all of the following criteria
are met.

1. They are verifiable from SWB records

2. They are not included as contributions for any other Federally assisted project or program

3. They are necessary and reasonable for proper and efficient accomplishment of project or
program objective.

4. They are allowable under OMB Uniform Guidance 2 CFR 200

5. They are not paid by the Federal government under another award, except where authorized
by Federal statute to be used for cost sharing or matching

6. They are provided for in the approved budget when required by the Federal awarding agency.

7. They conform to all provisions of OMB Uniform Guidance 2 CFR 200

8. In the case of donated space, the space is subject to an independent appraisal to establish its value.

Contributed services used for cost sharing or matching purposes shall be valued at rates consistent with
those rates paid for similar work in the Organization (match up experience and skill level), including
an estimate of reasonable fringe benefits. In cases in which the required skills are not found in the
Organization, rates used shall be consistent with those paid for similar work in the labor market in
which SWB competes.

It is the policy of SWB to require volunteers to document and account for their contributed time in a
manner similar to the time-keeping system followed by SWB employees.



INTERNAL CONTROLS

SWB and sub-recipient will establish and maintain effective internal controls in compliance with
2 CFR §200.303, ensuring adherence to federal and state statutes, regulations, and the terms and
conditions of federal awards. The following requirements must be met:

1.

Internal Control Framework: SWB and Sub-recipients will develop and
implement an internal control system that provides reasonable assurance of
compliance with federal and state statutes, applicable regulations, and the terms
of the federal award. This system must safeguard funds and assets against waste,
fraud, and abuse, ensure the reliability of financial and programmatic reporting,
and maintain effective oversight of program operations.

Evaluation and Monitoring: A process will be established for ongoing
evaluation and monitoring of compliance by SWB and any sub-awardees. This
includes regular reviews of programmatic and financial activities, use of
monitoring tools such as checklists and risk assessments to ensure adherence to
regulations, and thorough documentation of all monitoring activities for
verification and audit purposes.

Corrective Actions for Noncompliance: Procedures will be in place to promptly
address instances of noncompliance identified through internal reviews,
monitoring, or external audits. These include developing and submitting a
Corrective Action Plan (CAP), implementing corrective measures within established
timelines, and taking preventative steps, such as revising processes, providing additional
staff training, or increasing oversight, to avoid recurrence.

Audit Findings: SWB and Sub-recipients will resolve all noncompliance issues
or deficiencies noted in federal or state monitoring reports and external audit
findings. Documentation of corrective actions taken must be maintained and
made available for review during future monitoring or audits.
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RECORD RETENTION REQUIREMENTS

SWB and sub-recipients are required to keep all records related to Federal awards for at least
three (3) years from the date the final financial report is submitted. For awards that require
quarterly or annual reports, the three-year retention period begins on the date the applicable
report is submitted.

See Page 59 of the Accounting Policies and Procedures for Retention schedule.

Records that must be retained include, but are not limited to:
¢ Financial reports and documentation
e Supporting records for expenditures
e Statistical or program performance data

No additional record retention periods may be imposed by Federal agencies or pass-through
entities, except for the following circumstances:

a) Ifthere is a pending litigation, claim, or audit before the end of the three-year
period, all related records must be kept until the issue is resolved and final action
is taken.

b) If a written notice is received from the federal agency, pass-through entity, or
audit authority instructing an extension of the retention period for records related
to indirect costs

c) Records for property or equipment purchased with Federal funds must be retained
for three (3) years after the item is sold, transferred, or otherwise disposed of.

d) The three-year retention requirement does not apply to the recipient or sub-
recipient when records are transferred or maintained by the Federal agency.

e) If program income is earned after the period of performance and the awarding
agency requires reporting, those records must be retained for three (3) years from
the end of the fiscal year in which the income is earned.

f) For indirect cost rate proposals, cost allocation plans, or similar rate computations:

a) If the rate is submitted to the Federal Government for negotiation, records
must be kept for three (3) years from the date of submission.

b) If the rate is not submitted, records must be kept for three (3) years
from the end of the fiscal year (or accounting period) covered by the
proposal or plan.
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GRANT CLOSEQOUT REQUIREMENTS

At the conclusion of a federal award or subaward, SWB and subrecipient will complete closeout
activities to meet federal grant requirements. These actions ensure all program, financial, and
administrative responsibilities are properly closed.

The period of performance refers to the official start and end dates of the grant or sub-award, as
stated in the award agreement. Sub-recipients may only obligate funds and carry out grant-
funded activities during this timeframe. No new costs may be accrued after the end date of the
period of performance.

SWB and Sub-recipients will:

e Submit all required final reports (financial, performance, and any others specified
in the award) to SWB or OESC no later than 90 calendar days after the end of the
period of performance. SWB and/or OESC may approve extensions, when
justified.

e Pay all outstanding obligations (liquidate costs) incurred during the period of
performance within the same 90-day timeframe. OESC may approve
extensions, when justified.

e Return any unobligated funds not authorized to be retained.

e Provide documentation and account for any property received from the
Federal Government or acquired with Federal funds.

Failure to meet these closeout requirements may result in a finding of noncompliance and could
affect future funding eligibility.
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PROHIBITED USE OF FEDERAL GRANT FUNDS

To ensure compliance with 2 CFR §200.405(c) funds from one federal grant may only be used
for activities that directly benefit the specific grant from which they were awarded. Under no
circumstances may funds from one federal grant be used to:

e Overcome funding deficiencies of another grant.

e Circumvent federal regulations, statutes, or grant terms.

e Address outstanding debts from unrelated grants or programs.
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USE OF FUNDS: FIRST-IN, FIRST-OUT (FIFO) METHOD

To ensure proper fund management SWB and sub-recipients will follow a First-In, First-Out
(FIFO) method when spending and drawing down grant funds. Under FIFO, the oldest available
funds should be used before newer funds, even when multiple grant years are active at the same
time. SWB will also use the grant program funds as required by OESC to comply with the 40%
training requirement when grant funds allow.

FIFO application:

e Sub-recipients must maintain accounting systems that distinguish between
different funding years and apply expenditures to the oldest open grant first.

e When requesting funds through the State grant management system or any
other drawdown process, sub-recipients should draw from the oldest
applicable grant with available funds, unless otherwise directed by OESC.

e Program expenditures must be tracked and recorded in a way that clearly
identifies the year of funds used.

Using FIFO ensures that grant funds are spent within their approved period of performance and helps
prevent expired funds from being used improperly. If older funds are not spent first, sub-recipients risk
charging costs outside the allowable grant period, which may result in disallowed costs even if the expenses
themselves are otherwise allowable. In addition, improper sequencing of funds can lead to violations of
federal cash management rules, including excess cash-on-hand or inaccurate drawdown timing. FIFO
compliance protects both the sub-recipient and the State from audit findings and ensures timely, accurate
use of public funds.
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TRANSFER OF FUNDS

WIOA 20 CFR 683.130 allows SWB to transfer up to 100% of program year funds between the
adult and dislocated worker employment and training allocations. Transfers require OESC
approval.

Conditions for Approval
¢ SWB may not transfer funds to or from the youth program.
e Transfers must be approved by the SWB’s Board of Directors and
documented in board meetings, or executive committee meeting, minutes.

o Requests may be submitted prior to board approval with the date and time
of the upcoming board or executive committee meeting. If requests are
submitted without prior approval, OESC will not approve or deny until the
submission of the required meeting minutes.

e Maintain compliance with WIOA program requirements for the receiving fund stream.
e Support service delivery needs based on labor market and economic data.
e All transferred funds are subject to priority of service requirements.

OESC has the authority to approve the request, as is, approve a partial transfer, or deny the
request.

Justification for Fund Transfers
SWB must demonstrate a need for transferring funds, which may include:
e Labor Market Demand: Increased need for Adult or Dislocated Worker services
based on local workforce data.
¢ Program Enrollment Data: Higher-than-expected enrollment in one program
but under-enrollment in another.
e Projected Expenditures: SWB is at risk of underspending in one program
while experiencing greater demand in another.
e Strategic Initiatives: The transfer will support new programs, such as sector
partnerships, apprenticeships, or targeted training programs.

SWB will comply with the OESC Fund Transfer Request Process as described in WSD 11-2025 Grant
Management Policy.
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ADULT AND DISLOCATED WORKER 40% TRAINING REQUIREMENTS

Per OESC, Oklahoma set a benchmark in PY'17 that required each local workforce development
board to expend no less than 40% of their Adult and Dislocated Worker funds on training that
leads to a recognized post-secondary education and/or workforce credential directly linked to an
in-demand industry or occupation.

The requirement remains part of an ongoing effort to address the skills gap, specifically, the
number of people trained and educated versus the number of jobs that are open, which continues
to be one of the State’s most pressing workforce challenges.

This issuance reinforces the requirement for all local workforce development boards to ensure
that a minimum of 40% of their formula-allocated Adult and DLW funds (excluding
administrative costs) are expended on allowable training costs by the end of the second year of
fund availability.

Guidance is provided on the allowable costs and calculations for meeting the required 40%
minimum training expenditure rate. The definition of Other Costs Directly Related to Training
includes additional supportive services that may be necessary to help ensure successful training
completion.

Method for Tracking and Calculating the 40% Training Expenditure Rate
To ensure accurate accounting and compliance with the 40% requirement, SWB will follow the
process below:

Step 1: Determine Total Expenditures by Fund Stream and DOL Program Year Allotments
Include both PY and FY funds and separate expenditures by Adult and DLW allocations.

Step 2. Track Training vs. Non-Training Costs
Categorize and document expenditures to distinguish between training-related and non-related
training costs.

Step 3: Apply Expenditures Using First-In First-Out (FIFO)
Using a FIFO approach to apply expenditures, ensuring the oldest available funds are spent first while
maintaining the required 40% training when grant funds allow.

Step 4: Calculate 40% Training Ratio per DOL PY Allotment
Each fund stream (Adult and DLW) must meet or exceed the 40% training expenditure rate by
the end of the second year of availability.

Coordination of Training Funds

WIOA funding for training is limited to participants (1) who are unable to obtain grant
assistance from other sources to pay the cost of training or (2) who require assistance beyond
that available from other sources to pay the costs of such training. Title I funds are intended to
supplement other sources of funding, including Tribal funds, Temporary Assistance for Needy
Families (TANF), State-funded training funds, and Federal Pell Grants.

SWB will coordinate supportive services and training funds with all available resources in the
area. Documentation, including the Individual Employment Plan (IEP) must clearly show WIOA
training funds are used only when no other sources cover the need.
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Allowable Training Expenditure Costs

Allowable costs used to calculate compliance with the 40% minimum training expenditure rate
must be of direct benefit to the participant, and may include:

e Training Services as defined in WIOA section 134(c)(3)(D)

a.

oo o

T o

Occupational skills training, including training for nontraditional employment.
On-the-job training.

Incumbent worker training in accordance with WIOA section 134(d)(4).
Programs that combine workplace training with related instruction,

which may include cooperative education programs.

Training programs operated by the private sector.

Skill upgrading and retraining.

Entrepreneurial training.

Transitional jobs in accordance with WIOA section (d)(5).

Work experience (WEX), internships, and job shadowing.

Work based learning combined with related instruction,

including apprenticeships.

Job readiness training provided in combination with any of the services in (a)-(i).
Adult education and literacy activities provided concurrently or in
combination with any of the services in (a)-(g) and (1).

. Tutoring, when necessary to ensure the successful completion of a

class or course of study within an approved training program.
Prerequisite training, such as costs associated with ITA-funded zero-
level or remedial courses that prepare students for college level

classes.

Customized training conducted with a commitment by an employer or
group of employers to employ an individual upon successful completion
of the training.

e Other Costs Directly Related to Training, which may include:

Books, fees, school supplies, and other items necessary for students
enrolled in postsecondary classes.

Uniforms, tools, equipment, and other items required for training.
Assistive devices for individuals with disabilities are necessary to

ensure individuals are able to participate in and complete

training or licensure requirements.

Transportation assistance directly related to the participant attending
training, as set by SWB’s supportive services policy.

Costs for childcare and dependent care while attending training
activities, including reasonable travel time to and from the training
facility; and,

Payments and fees for employment and training related applications, tests,
and Certifications, including assessments required by the training facility

for acceptance into training and assessments or exams for licensures (e.g., the
NCLEX exam, CNA exam, etc.).

SWB is not required to deduct the cost of incomplete or unfinished training from the amount
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expended on training. However, every reasonable effort must be made to ensure program
completion, including the provision of comprehensive career planning services prior to the
individual’s enrollment in training.

Costs Not Allowed Toward 40% Calculation

Although the cost of training must be coordinated to the extent possible with other sources of
assistance, leveraged funds must not be included in the 40% training rate calculation. This
includes funds and services available through other workforce partners and other grant
assistance, such as State-funded training funds or Federal Pell Grants.

Additionally, the following costs may not be included when calculating the local Training
Expenditure Rate:
e Costs associated with workforce staff time, materials, supplies, or overhead.
e Needs related payments.
e Rent or mortgage payments.
o Utility bills
¢ [Initial assessments of skill levels (including literacy, numeracy, and English
language proficiency), aptitudes, abilities (including skills gaps), and
supportive service needs
e Incentives (for example, gift cards for completing milestones or training.)

Calculation of Expenditure Rate
The 40% training expenditure rate must be calculated separately for the Adult formula funds and
DLW formula funds.

Important Note: If funds are transferred between the Adult and Dislocated Worker (DLW)
funding streams and used for training, those training expenditures will count toward the 40%
training expenditure requirement of the original (transferring) funding stream.

Formulas for calculating 40% compliance:

Adult Program Training Expenditure Rate

Total Qualifying Training Expenditures from the WIOA Adult Allocation

(WIOA Adult Allocation - Local 10% Administrative Cost Allowance)

Dislocated Worker (DLW) Training Expenditure Rate

Total Qualifying Training Expenditures from the WIOA DLW Allocation
(WIOA DLW Allocation - Local 10% Administrative Cost Allowance)

Training expenditures must be reported quarterly using the State-issued 9130 form. SWB will
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work closely with service providers and fiscal agents to regularly monitor compliance.

SWB will work with their service provider and fiscal agent to monitor performance related to the
40% training expenditure requirement.

Enforcement of the Required Expenditure Rate

SWB will request assistance from OESC to provide ongoing technical assistance as needed to the
Southern Area to support implementation and achievement of the 40% minimum training
expenditure rate. OESC will conduct annual comprehensive monitoring (or other special
issues/investigation monitoring) and address any unmet minimum training requirement in its
reports per the monitoring process outlined in WSD 03-2025. Corrective actions and/or sanctions
will be applied appropriately depending on the frequency, nature, and seriousness of
noncompliance.
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RECAPTURE AND REALLOCATION

Funds allocated to SWB under WIOA Title I are available for expenditure during the program
year in which they are awarded and the following program year. To ensure timely and
effective fund utilization, SWB will comply with the OESC established structured three-tier
recapture framework.

Recapture Evaluation Condition Evaluated Purpose Action
Tier Date

July of PYZ To address . If the condition

Tier 1 {Ewilluatmg Les.s than 80% of funds | underspending, WIOA evaluated fails, OESC
period of obligated. §128(c)and 133(c) may recapture.

performance) authorizes the

reallocation of funds to If the condition

_ October of Less than 70% of funds other eligible local evaluated fails, OESC
Tier 2 PY2 expended. areas. may recapture.
Still below 70% If the condition

Tier 3 | April of PY2 expenditure rate in the evaluated fails, OESC
second year. may recapture.

By the end of the second program year, any unexpended funds must be recaptured by OESC
and may be used for allowable statewide activities, per 20 CFR 683.110(c)(2).

Definition of Financial Obligation

Financial Obligation as defined in 29 CFR 97.3, means the amount of orders placed, contracts
and subgrants awarded, goods and services received, and similar transactions during a given
period that will require payment by the grantee during the same or a future period. In sum,
obligation references actions where a legal commitment to pay exists.

Example Obligations Include:

o Fully executed subgrants or subcontracts

e Signed purchase orders or service agreements

o Executed participant training contracts (e.g., tuition for a participant enrolled in a
course)

o Lease cancellation penalties (if contractually triggered)

Obligations do not include:

e Encumbrances

e Projections or estimates

e Budgeted items

e Unused or unredeemed ITAs

o Future rent or staff salaries

o Tuition for participants who are not yet registered in a specific course
Obligations are not the same as encumbrances. Encumbrances reflect anticipated spending;
obligations reflect actual legal commitments. Further clarification can be found in TEGL 28-10.
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Definition of Expenditure Rate

Expenditure Rate: is the percentage of allocated WIOA funds that have been spent on allowable
program costs, excluding administrative costs and obligations, that have not yet resulted in actual
disbursement.

Expenditures include:

o Costs for goods and services received, even if not yet paid

o Salaries and benefits earned for time worked or leave taken

e Childcare, transportation, or supportive services received by participants

o Tuition costs for participants enrolled and actively attending training

e Advance tuition payments for current term/semester classes

e Unbilled but earned costs, such as completed training services not yet invoiced

Expenditures do not include:

» Obligations not yet resulting in the receipt of goods/services

e Encumbrances or budgeted plans

e Advance payments for future terms or unenrolled participants

e Administrative costs (excluded from expenditure rate calculation)

Fund Utilization Analysis & Recapture Determination
At the end of the first program year, OESC will evaluate the southern area obligation rates using
data from Monthly Expenditure Detail Reports and/or form 9130 certified by SWB.

o The amount subject to recapture, if any, will be separately determined for each
funding stream (Adult, Dislocated Worker, Youth).
e Adjustments will be made for any approved transfers between funding streams.
o SWB may submit a written justification for obligation rates below
80% for consideration by OESC.

The timing of the analysis and recapture will occur as close as possible to the end of the first
program year but is allowable by the State at any time during the second program year. The State
will make the final determination on recapturing and reallocating funds under this policy (WIOA
Sections 128(c)(1) and 133(c)(1)).

Reallocation Eligibility
To be eligible to receive recaptured funds through reallocation, SWB must:
o Have obligated and/or expended at least 80% ofits prior year’s allocation, less up
to 10% reserved for administrative costs (WIOA Sections 128(c)(3) & (4) and
133(c)(3) & (4)).
e Bein good standing with fiscal and programmatic monitoring requirements.
o Demonstrate a clear need for additional funds (e.g., waitlists for training
programs, increased participant demand).

Reallocation will be based on the proportionate share of each eligible local area’s original
allocation compared to the total of all eligible local area allocations for that program year.

Notification and Impact on Local Areas
If SWB is affected by recapture or reallocation, SWB will receive a revised Notice of Award (NOA)
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specifying:
e The amount recaptured or reallocated
o Justification for the adjustment
e The deadline for obligating reallocated funds

The reduction of WIOA Title I formula funds does not decrease the allowable administrative
funds available to the local area. Likewise, the acceptance of reallocated funds does not increase
the administrative cost cap.

SWB must adjust fiscal performance benchmarks whenever their funding changes, whether
through additional reallocation or through a reduction from recapture. All percentage-based
requirements, including:

e The Youth Work-Based Learning Expenditure Requirement (20%)

e Out-of-School Youth Expenditure Requirement (75%)

e Adult and Dislocated Worker Minimum Training Expenditure Requirements (40%)

This means:
e Ifreallocated funds are received, the benchmark thresholds increase.
e If funds are recaptured, the benchmark thresholds decrease.

All reallocated funds retain their original year-of-appropriation identity and must be tracked and
reported accordingly.
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EQUAL OPPORTUNITY AND NONDISCRIMINATION STATEMENT

SWB and Sub-recipients must comply with WIOA’s Equal Opportunity and Nondiscrimination
provisions which prohibit discrimination on the basis of race, color, religion, sex, national origin
(including limited English proficiency), age, disability, political affiliation or belief, or, for
beneficiaries, applicants, and participants only, on the basis of citizenship status or participation
in a WIOA Title-I financially assisted program or activity.

ACTION REQUIRED

The Workforce System Directive (WSD) 11-2025 is to become a part of SWB’s permanent
records and be made available to appropriate staff and sub-recipients. Sub-recipients are required
to develop and maintain a policy that aligns with the guidance outlined in this issuance. Failure to
establish appropriate policies, procedures, and systems may result in findings of noncompliance
and disallowed costs. This policy must be distributed to all relevant staff and subcontractors to
ensure adherence. Additionally, a copy of this issuance must be retained in the sub-recipient’s
permanent records for future reference and compliance verification.
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