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youth services; and the Almaden Winery Community Center at 5730 Chambertin Drive that
could house work2future’s Business Services and administrative personnel.

In order to determine the rent, the City’s Real Estate and Asset Management division is working
in coordination with work2future’s EDD Regional Advisor to ensure work2future’s compliance
with federal Office of Management and Budget requirements.

On January 20, 2011, a report was provided to the Executive Committee regarding the status of
the three identified facilities and the cost savings that could result from relocation from
Parkmoor. The total annual cost of rent, utilities, maintenance, and janitorial services to occupy
the Kirk Community Center would be $191K; the total annual cost for Shirakawa would be
$147K; and the Almaden facility’s annual cost would be $146K. Preliminary calculations
indicated that the savings from occupying these facilities, relative to remaining in the Parkmoor
facility, could be as high as $900K but is conservatively estimated to be $500K.

ANALYSIS
Parkmoor Lease Termination

The Parkmoor San Jose One-Stop, at 66,000 square feet, is the flagship center of work2future.
The facility has served work2future well over the past five and a half years; however, given the
likelihood of lower funding levels moving forward, work2future now has sufficient funds to take
advantage of this one-time opportunity to relocate to lower-cost City-owned facilities. If the
recommendation to ferminate the Parkmoor lease is forwarded to and approved by the Board at
its March 17, 2011 meeting, staff will give six months’ notice to Sobrato, providing a
September-October 2011 time frame for the move, subject to final negotiations with PRNS.

Negotiations with PRNS

work2future is currently in negotiations with PRNS regarding monetary compensation for the
identified community centers. In addition to providing the facilities for work2future’s operations,
PRNS will assist work2future with the transition to their community centers by coordinating
facilities agreements, tenant improvements, and maintenance. Moreover, PRNS will provide
ongoing facilities oversight. Finally, PRNS will assist work2future’s youth services providers to
provide community outreach and additional services. A final, negotiated dollar amount for rent
and staffing will be included in the recommendation to the Board if the Executive Committee
provides staff with negotiation authority to acquire the facilities. It is anticipated that the cost of
additional support will be between $200K and $250K. If negotiations with PRNS are not
successful, staff is prepared to initiate a search for additional sites.

Relocation to Three City-Owned Community Centers

Based on staff’s review and analysis of each center in terms of location, amenities, available
space, and client flow considerations, it was determined that Shirakawa would provide an ideal
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location for a youth one-stop, providing work2future the opportunity to (1) consolidate its youth
programs and service providers; (2) host occupational training programs; and (3) serve WIA
youth were they live, since 80% of youth served by work2future reside on San Jose’s East Side.

The Kirk center would provide the space needed for the Adult/Dislocated Worker program,
while the Almaden facility would provide a professional setting for work2future’s Business
Services activities and for Administration units such as Contracts and Fiscal. It is anticipated
that work2future would share the Almaden facility with PRNS for occasional revenue-generating
activities.

work2future’s management team also analyzed the thiee potential sites fo determine the
feasibility of greater savings and operational synergies that could result from occupying two of
the sites, as opposed to three. After visiting the Kirk Community Center, the largest of the three
centers at 19,476 square feet, and discussing the layout and preliminary utilization plans for the
center, the management team concluded that much of the facility would be used for direct Adult
and Dislocated Worker client services, with very little space left for staff. Since work2future’s
programs expand and confract in response to community needs and available funding, it was
determined that some flexibility would be necessary to ensure that essential services would be
accommodated.

The management team concluded that the combination of Shirakawa, at 15,840 square feet, and
Kirk, for a total of 35,316 square feet, would not be sufficient to house work2future’s operations
since these two centers offer slightly more than half of the space currently available at the
Parkmoor facility. Moreover, given the possibility of collocation with EDD staff, partners, and
youth services providers, two sites would not be a viable option for work2future. It was
therefore determined that work2future’s administrative and Business Services personnel would
be housed at the Almaden facility.

Client Impact

To address concerns regarding whether the new locations will be accessible in terms of where
work2future’s customers are located, a zip code analysis of customer addresses was performed.
As discussed above, the Shirakawa facility is optimally positioned to serve the majority of our
youth clients. Similarly, the Kirk facility is located within five miles of nearly 40% of
work2future’s Adult and Dislocated Worker customers, Significant marketing and outreach
activities will be undertaken. in order to familiarize our customers with work2future’s new
service locations if staff’s recommendation to relocate to the three identified facilities is
approved by the Executive Committee.

Community Impact

work2future held a community forum on February 16, 2011 to inform our partners and the public
regarding recent changes to work2future’s business model, with emphasis on the background and
key components related to work2future’s facilities and potential future locations. In addition,
work2future requested input and feedback from Board members, partners, and other stakeholders
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to provide suggestions for managing facilities, moving to new locations, and strengthening
relationships.

Stakeholder questions centered on the timeline for the moves, the impact of relocation on client
services, and tenant improvements to address existing ADA issues and facility occupation
requirements for EDD personnel. - The State’s requirements for facilities to house EDD
employees set a higher standard than what is locally required. EDD has provided to work2future
a checklist of these requirements, including seismic and other issues arising from the age of the
three community center facilities,

In addition, the lack of ample parking at the Almaden facility and possible gang activity near the
Shirakawa facility were discussed. work2future responded that it will work with PRNS to
address gang activity; Youth Intervention Services and the Mayor’s Gang Task Force will
provide staff at the Shirakawa Youth Center to mitigate potential gang activity during business
hours. Finally, partners requested reassurance that work2future would be open to other options in
the event that negotiations with PRNS for the three identified facilities fell through. work2future
responded that if contract negotiations stall with PRNS, work2future will reinitiate the relocation
process with EDD as the lead for the relocation efforts.

Budget Impact

The move will generate for work2future an estimated total savings of $881,838 for the three
facilities during the first year, assuming a move to the Shirakawa facility in July 2011 and to
Almaden and Kirk October 2011, In addition, the moves will generate an estimated annual
savings of $1.229 million in following years based on straight-line rent, maintenance, and utility
costs. Currently, work2future’s Parkmoor Rent Budget including utilities, taxes and insurance,
and maintenance costs, runs $1.691 million.

The annual estimated rent for the three locations is as follows:

Rent Budget Kirk Shirakawa | Old Almaden Total
Annual Flat Rate $30,857 $54,908 $36,795 $122,561
Maintenance, Custodial & Utilities* 130,489 106,239 100,500 337,117
Taxes & Insurance® 832 581 386 1,799
Total Rent for a Full Year at the New, $162;,178,  §161,617 $137,681 $461,477
Sites .
Total Rent for the First year including] $405,246]  $301,304 $102,746 $809,295
rent in Parkmoor for 3 months
Move in Dates Oct 2011  July 2011 Oct 2011

* straight-lined for simple computation of estimated savings

work2future will spend $700,000 to $1.25 million for tenant improvements and other move-
related expenses in the proposed Budget for FY 2011-2012. The yearly projected rental savings
will help to close the projected budget deficit of $15 million, and will be used to fund additional
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client-related services and/or additional staffing as needed. The cumulative five-year rent savings
will be $5,800,462.

Gy Xy

Christopher Donnelly,
Assistant Director, work2future
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Budget for FY 2011-2012
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RECOMMENDATION

Finance Committee approval of work2future’s proposed preliminary Operating Budget for FY 2011-
2012 formula funding of $10 million. Staff will present a final Operating Budget in June 2011 including
a reconciliation of the preliminary $10 million funding proposal with the actual allocation from the
State. In addition, staff is requesting approval of a $9 million and a $12 million Operating Budget given
uncertainties of our final allocation for FY 2011-2012.

This spending plan was appr'oved by the Executive Committee on February 17, 2011. If the Finance

Committee approved, this spending plan will be presented to the work2future Board as part of the
consent calendar at its meeting on March 17,2011,

BACKGROUND AND ANALYSIS

WIA FORMULA FUNDING:

In January 2011, work2future was informed by the California Workforce Association that California’s
total award for activities under the Workforce Investment Act (WIA) formula grants to States will be
$441.4 million in FY 2011-2012, with California to experience a decrease of $19.6 million. This
decrease is greater than previously forecasted (the original forecast predicted a $14.4 million decline),
but is about half of the decline experienced in FY 2010-2011.

s The largest funding decline is expected to be in Youth activities, As the budget stands now, part
of previous Federal appropriations for State formula grants for Youth activities are being
redirected to fund “15% innovation grants.” For Adult and Dislocated Worker activities, the
innovation grant initiative is being funded entirely by increased appropriations.
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The decline in the FY 2011-2012 estimated State allocation is the result of three main factors:

¢ California’s reduced relative share of funding due to its ranking in the areas of four of five inputs
used to calculate the funding formula, which notably includes the areas of substantial
unemployment. As a result, the state will receive a smaller slice of the funding “pie™;

* Large required contributions to minimum allotment and hold harmless provisions for other states
($3.8 million for Adult activities and $3.3 million for Youth activities); and

¢ The proposed reduced funding to Youth activities mentioned above.

WORK2FUTURE’S ESTIMATED ALLOCATION:

The Workforce Investment Division of the State of California’s Employment Development Department
(EDD) conveys the Youth, Adult, and Dislocated Worker allocation allotments to the various Workforce
Investment Boards (WIBs) sometime in April or May. Therefore, the WIA allocations presented are
only estimates of funding to be received.

work2future’s proposed Operating budget is based on a pro-forma business model initially developed by
work2future staff and presented to the Executive Committee over the last couple of months. This
entailed an analysis of the funding and operations of work2future for the next five years on a base
budget of $10 million for FY 11-12 that declines to $9 million in the subsequent four years.

The following table shows a $10 million budget, split into an estimated $6.7 million (67%) for
Adult/Dislocated Worker programs and $3.3 million (33%) for the Youth program. These funding splits
represent the historical contributions between the Adult, Dislocated Worker and Youth programs. This
budget represents a decrease of approximately 2% compared to the WIA formula allocation received in
FY 2010-2011:

(0.9%)

Given that the same percentage used in the State’s decrease in funding for FY 2011-2012 will be applied
to the WIBs’ funding allocation level for FY 2010-2011, work2future’s base budget of $10 million is
very close to the State-projected actual formula funding, as shown on the table below:
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$(35,010) (0.5%)
(132,147) (4%)

BUDGET IMPACT

The table below shows work2future’s proposed Net Operating Budget for FY 2011-2012 of
$9,876,8775, which is net of administration costs of $1,000,000 and proposed 15% carry over funds to
FY 12-13 of $1,500,000. Also, it is important to note that this proposed Net Operating Budget does not
include the Rapid Response program and the Administrative Budget. work2future will present a
comprehensive Operating Budget to the Board in June 2011.

Projected Allocation $6,700,000 $3,30,000 $10,000,000
Projected Carry Over from FY 10-11 (22%) 1,433,254 943,621 2,376,875
Admin (10% of AD, DW, Youth) (670,000) | (330,000) | (1,000,000)

Carry Overto FY 12-13 (15% of AD, DW,
Youth) (1,005,000) | (495,000) | (1,500,000)




work2future Finance Committee
Date; 3-9-11

Subject: work2future Proposed Operating Budget for FY 11-12

Page 4 of 7

The following table shows the spending plan for work2future proposed Net Operating budget of
$9,876,875:

(25.5 FTE Adult/DW, 7 FTE Youth) $2,528,037 $716,065 $3,244,102
Non-Personnel Cost:
Rent & Utilities 979,048 482,205 1,461,253
Supplies, Travel, Marketing, Other
Professional Services, etc. 481,331 222,223 703,554
Non-Personnel Cost 1,460,379 704,428 2,164,807
Subtotal Personnel/Non-Personnel 3,988,416 1,420,493 5,408,909
Workshops 503,100 0 503,100
Youth Case Management 0 900,000 900,000
Supportive Services/Youth Incentives 150,413 130,000 280,413
Green Cadre Program 0 418,128 418,128
Training (ETPL/Cohort/OJT/Online) 600,000 0 600,000
Other Client Related Costs 100,000 0 100,000
Subtotal Client Related Costs 1,353,513 1,448,128 2,801,641
e oot by s ot ' oS )
ne Stop Relocation- Move/TI 350,000 350,000 700,000
Technology Enhancements 200,000 200,000 400,000
Unallocated Reseg;re 0 566,325

Notable program budget impacts compared to last year’s budget include: a) reduction in staffing costs
including contracted staff and temporary unelassified employees ($2,572,148); net reduction in rent,
utilities and maintenance costs (net of Administration’s share) of $754,703; one-time funding for the
one-stop relocation ($700,000) and technology enhancements ($400,000). It is important to note that
City overhead costs associated with staffing are not part of this program budget proposal, since these
costs will be funded from the Administrative Budget. In addition, work2future staff* is proposing to
increase to 15% the carry over account to next fiscal year from the current 5%, as approved by the
Finance Committee and the Board during the last budget cycle, in order to build a sufficient reserve to
sustain the new business model in light of anticipated funding reduction.

The anticipated $10 million allocation is subject to various factors, and may be reduced or augmented
based on the State’s assessment of workforce conditions. work2future will adjust its spending plan such
that it corresponds with the change in allocation.
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$9 MILLION ALLOCATION

For the proposed $9 million allocation, the net effect of the $1 million reduction in allocation is
$502,500 for the Adult/Dislocated Worker program and $247,500 for Youth, for a total amount of
$750,000, which is the net impact of the carry over funding and administration budget as presented
below. The table below provides only a reconciliation for the $1 million reduction; all other funding
elements of the $10 million budget remain the same.

Adult/DW Share (67%) 6,700,000 6,030,000 (670,000)
Carry Over from FY 10-11 1,433,254 1,433,254 0
Carry Overto FY 12-13 (15%) (1,005,000) (904,500) 100,500
_wAdministration (10%) (670,000) (603,000) 67,000

o o =
Youth Share (34%) 3,300,060 2,970,000 (330,000)
Carry Over from FY 10-11 943,621 943,621 0
Carry Over to FY 12-13 (15%) (495,000) (445,500) 49,500
Administration (10%) (330,000) 97,000 00

Carry Over to FY 12-13 (15%) $150,000

Administration (10%) 100,000

The spending plan changes corresponding to the decreased allocation of $9 million (lower than
expected) are as follows:

Green Cadre o (147,500) (147,500)

Case Management (1060,000) (100,000)
' >02,500)

With the decrease in funding, staff is proposing to: a) reduce the Green Cadre Budget from $418,128 to
$270,628 equivalent to a reduction of 32 participants in the Green Cadre program from 92 to 60 at an
average cost of $4,500 per participant; b) reduce Youth case management contracted services from
$900,000 to $800,000; and c) reduce the unallocated reserve for the Adult/Dislocated Worker program
from $566,325 to $63,825.
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$12 MILLION ALLOCATION

For the proposed allocation of $12 million, the additional $2 million in funding will translate to a total
net impact of $1,500,000, representing an increase of $1,005,000 in Adult/Dislocated Worker and a
$495,000 in the Youth program. The increase in amount directly impacts the increase in the carry over
funding to FY 2012-2013 and the increase in administrative budget allotments as presented below. The
table below provides only a reconciliation for the $2 million addition; all other funding elements of the
$10 million budget remain the same.

Adult/DW Share (67%) 6,700,000 8,040,000 $1,340,000
Carry Over from FY 10-11 1,433,254 1,433,254 0
Carry Over to FY 12-13 (15%) (1,005,000) (1,206,000) (201,000)
Admi 70,000) (804, (134,000)

Youth Share (34%) 3,960,000 660,000
Carry Over from FY 10-11 943,621 943,621 0
Carry Overto FY 12-13 (15%) (495,000) (594,000) (99,000}

330,000) (396,000) (66,000)

Carry Over to FY 12-13 (15%) $300,000
"Administration (10%) 200,000
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The spending plan changes corresponding to the augmented allocation of $12 million are as follows:

& by : LPREARRLIAE TR A AR R A H ; I8 ahs 5
Personnel Costs (Cheanelated) $685 OOO $ 0 685,000
Workshops 196,900 0 196,900
Case Management 0 100,000 100,000
Supportive Services 120,000 120,000
Unaliocated Reserve _ 123 100 275,000

Under this scenario, seven staff to provide client services such as Talent Coaching, Job Development
and Assessment will be added for the Adult/Dislocated Worker program to compensate for the
additional increase in client services. The $196,900 increase in workshops will provide for
approximately 1,230 additional instructional hours at $160 per hour.

Supportive services will be available to an additional 480 Youth clients at $250 per client. In addition,
$100,000 more will be available to supplement the Youth program contracted services, which provides
opportunities to an additional 16 more youth clients at an average cost of $6,000 per participant. Finally,
the unallocated reserve in the Youth program will increase by $275,000 to set aside funds for the
following fiscal year.

PARKMOOR ONE STOP REIL.OCATION

In response to the Board recommendation to address the projected $15 million deficit if the downward
trend of the State allocation continues, work2future is proposing to relocate work2?future’s Parkmoor
operations to three City-owned Community Centers: the Kirk Community Center at 1601 Foxworthy
Avenue that would house the Adult/Dislocated Worker program; the Shirakawa Community Center at
2072 Lucretia Avenue for the Youth services; and the Almaden Winery Community Center at 5730
Chambertin Drive for work2future’s Business Services and administrative personnel.

The move will generate for work2future an estimated total savings of $881,838 during the first year, prior
to any costs for tenant improvements and move-related expenses, assuming a move to the Shirakawa
facility in July 2011 and to Almaden and Kirk in October 2011. In addition, the moves will generate an
estimated annual savings of $1.230 million in following years based on straight-line rent, maintenance,
and utility costs, or a cumulative savings of $5.800 million over five years. The yearly projected rental
savings will help to close the projected budget deficit of $15 million, and will be used to fund additional
client-related services and/or additional staffing as needed.

b

Joy Salandanan
work2future Supervising Accountant
ce: Kim Walesh
Jeff Ruster
Chris Donnelly
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The Table below lists all open findings in the Corrective Action Tracking System (CATS) from prior Program and Fiscal &
Procurement monitoring reviews. Please provide a status update on the corrective actions for ali CATS numbers listed:

Date of
Issue Brief Summary of Issue as it | Program Last
CATS # Type* was last identified Year Report/Status Status Update
Letter
Program grievance/complaint Corrective action plan implemented; subject to
10114, acknowledgement form and verification by the State.
800408 | P nondiscrimination/equal povsa. 1%’,’2%;0’
80041 opportunity acknowledgement New update: Able to close based on State
form not in case files. monitoring of February 7, 2011
Case files did not contain
scanned documents or cross . , . ) .
10115 P match results to verify 2009-10 | 1o0/g/10 | Corrective action plan implemented; subject to
- A verification by the State.
participant’s right-to-work
eligibility. No CAP provided.
Case files did not contain
scanned documents or cross . . i ) .
10116 P match results to verify 2000-10 | 1or1g/o | Corrective action plan implemented; subject to
_ - s verification by the State.
participant's dislocated worker
eligibility. No CAP provided.
701186, P Follow-up not conducted on 2006-07, 1/24/07, Corrective action plan implemented; subject to.
90091 youth participants. 2008-09 10/26/09 verification by the State.
Did not complete follow-up on Corrective action plan implemented; subject to
80039 P monitoring corrective actions for | 2007-08 3/2/08 verification by the State.
two subrecipients.
90090, P g AQF::%T:HS tgt.?migﬁ uii?hto 2008-09, 10/26/09, Corrective action plan imp[emented; subject {0
10065 ’ gibility for'y 2009-10 |  7/12/10 verification by the State.
participanis.
Open; work2future does not concur with the
finding related to the property tax liability of
WIA funds used to pay for an o . :
90273 F expense that is not allocable to | 2008-09 | 11/10/10 | ©1594.04 and is researching practices from other

the WIA program.

WIBs as well as existing rules and reguiations in
order to refute the finding. work2future forwarded
this issue fo the EDD Regional Advisor, who

*LEGEND: (P) = Program Issue, (F) = Fiscal Issue, (PR} = Procurement Issue, (S) = ARRA SYP
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concurred that this should not be a finding.

Observed approximately 3,762

11/10/10

Corrective action plan implemented, subject to

90275 F square feet of idle space. 2008-09 verification by the State.
Sc;:gtsdoggﬁiq;?tﬁ;:igﬁ;g?g?[d Corrective action plan already implemented; all
selecting metho d wustification for sole source transactapnsvcont_am rationale for
20133 PR lack ? t';c'J basis f 2001-02 10/7/04 selecting method, justification for lack of
ciztr:ct(;??glzzztii?& ar?c?igagi; competition, basis for contractor selection and
. basis for award cost or price.
for award cost or price.
Cost or price analysis not Open; corrective action plan is in final stage of
90277 PR completed for two separate 2008-09 11/10/10 development and will be implemented with the
confract extensions. next contract extension process.
Open; work2future forwarded this issue to the
Small purchase transactions EDD Regional Advisor, who concurred that this
90278 PR only contained one price quote. 2008-09 11/10/10 should not be a finding. Researching rules and
regulations to refute the finding.
Participants were allowed to . . . ) .
10066 s begin working prior to the 200010 | 7/1210 | COmective adtion pan ﬁﬁ’ﬁgggfed subject to
issuance of a work permit.
No documentation to show that
participants received an
assessment and no
documentation or agreements - : - - etihi
10067 S | with worksites describing the | 2009-10 | 77210 | Corrective action plan implemented; subject to
. - verification by the State.
experience and training that they
will provide. Still missing 3
assessments and
implementation of CAP.
Sign-in/sign-out sheets were not :
10068 S being utilized by SYP service 2009-10 2/12/10 Corrective action plan implemented; subject to

providers or were not being
submitted {o case managers.

verification by the State.

*LEGEND: (P) = Program Issue, (F) = Fiscal {ssue, (PR) = Procurement Issue, (S) = ARRA SYP
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Mr. Jeff Ruster, Director

Silicon Valley Workforce Investment Network

City of San Jose Office of Economic Development
1290 Parkmoor Ave

San Jose, CA 95126

Dear Mr. Ruster:

WORKFORCE INVESTMENT ACT
FISCAL AND PROCUREMENT REVIEW
FINAL MONITORING REPORT
PROGRAM YEAR 2008-09

This is to inform you of the results of our review for Program Year (PY) 2008-09 of the
work2future's (W2F) Workforce Investment Act (W1A) grant financial management and
procurement systems. This review was conducted by Ms. Jennifer Patel from April 8,
20089 through Aprit 10, 2009. For the fiscal portion of the review, we focused on the
following areas: fiscal policies and procedures, accounting system, reporting, program
income, expenditures, internal control, allowable costs, cash management, cost
allocation, indirect costs, cost/resource sharing, fiscal monitoring of subrecipients,
single audit and audit resolution policies and procedures for its subrecipients, and
written internal management procedures, For the procurement portion of the review,
we examined prosurement policies and procedures, methods of procurement,
procurement competition and selection of service providers, cost and price analyses,
contract terms and agreements, and property management.

Our review was conducted under the authority of Section 867.410(b)(1), (2) & (3) of Title
20 of the Code of Federal Regulations (20 CFR). The purpose of this review was to
determine the level of compliance by W2F with applicable federal and state laws,
regulations, policies, and directives related to the WIA grant regarding financial
“management and procurement for PY 2008-09.

»

We collected the information for this report through interviews with representatives of
W2F, a review of applicable policies and procedures, and a review of documentation
retained by W2F for a sample of expenditures and procurements for PY 2008-09.

7.0, Box 826880 « Sacramento CA 94280-0001 - www.edd.ca.gov
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Mr. Jeff Ruster -2~ November 10, 2010

We received your response o our draft report on April 27, 2010, and reviewed your
comments and documentation before finalizing this report. Because your response
adequately addressed findings one, two, four, and six cited in the draft report, no further
action is required and we consider the issues resolved.

Because your response adequately addressed finding seven cited in the draft report no
further action is required at this time. However, this issue will remain open until we
verify your implementation of your stated corrective action plan during a future onsite
review. Until then, this finding is assigned Corrective Action Tracking System (CATS)

number 80277.

Finally, because your response did not adequately address findings three, five, and
eight cited in the draft report, we consider these findings unresolved. We request that
W2F provide the Compliance Review Office (CRO) with a corrective action plan {CAP)
to resolve the issues that led to the findings. Therefore, these findings remain open and
have been assigned Corrective Action Tracking System (CATS) numbers 90273,
90275, 80277, and 90278.

BACKGROUND

The W2F was awarded WIA funds to administer 2 comprehensive workforce
investment systern by way of streamlining services through the One-Stop delivery
systemn. For PY 2008-09, W2F was allocated: $3,567,075 to serve 10,186 adult
participants which includes distocated worker participants; $3,713,904 to serve 281
youth participants; and $3,426,132 to serve 0 dislocated worker participants. The W2F
transferred 100 percent of its dislocated worker funds to the adult program; therefore,
dislocated workers will be served as adults in PY 2008-09.

For the quarter ending June 30, 2009, W2F reported the following expenditures and
enrollments for its WIA programs: $3,567,075 to serve 7,968 adult participants which
includes dislocated worker participants; $2,947,927 to serve 296 youth participants; and
$0 to serve 0 dislocated worker participants.

FISCAL REVIEW RESULTS

While we concluded that, overall, W2F is meeting applicable WIA requirements
concerning financial management, we noted instances of noncompliance in the
following areas: accrual reporting, cost aliocation, expense payments, single audits,
and unused space. The findings that we identified in these areas, our
recommendations, and W2F proposed resolution of the findings are specified below.

FINDING 1

Requirement: 29 CFR 97.20(b)(1) states, in part, that financial reporting must
be accurate, current, and complete.
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Mr. Jeff Ruster

Observation:

Recommendation:

W2F Response:

T3 November 10, 2010

20 CFR 667.300(c)(1)&(3) states, in part, each grant recipient
must submit financial reports and that reported expenditures and
program income must be on the accrual basis of accounting and
cumulative by fiscal year of appropriation,

Workforce Investment Act Directive (WIAD) 06-4 states, in part,
that all WIA grant recipients are required to report expenditures
on an accrual basis and must submit quarterly expenditure
reporis.

20 CFR Section 667.410 states, in part, that recipients and
subrecipients must conduct regular oversight and monitoring of its
WIA activities and those of its subrecipients and contractors to
determine whether or not there is compliance with provisions of
WIA and other laws and regulations.

WIADOO-7 states, in par, that the oversight and monitoring of all
subrecipients require a standardized review methodology
resulting in written reports which record findings, any needed
corrective actions, and due dates for the accomplishment of
corrective actions.

The W2F's subrecipients do not report on an accrual basis. The
W2F's subrecipients submit monthly invoices indicating personnel
costs, non-personnel costs, and sub contractor costs. However,
the invoice does not document accrual costs. The W2F did not
provide a separate report indicating subrecipient accrued costs.
Additionally, the subrecipient monitoring/oversight conducted by
WZ2F, including the completed tools and on-site guide, lacked the
appropriate measures o verify that their subrecipients are
reporting on an accrual basis, '

We recommended that W2F provide the Compliance Review
Office (CRO) with a corrective action plan (CAP) stating how it will
ensure that all W2F subrecipients report on an accrual basis and
that monitoring/oversight include a review of its subrecipient |
accounting records to ensure they are reporting on an accrual
basis.

The W2F stated that as a matter of policy, W2F has required its
subrecipients to report on an accrual basis as part of their
invoicing process. The subrecipients are required fo submit,
along with their invoice submittals, general ledger excerpts
showing that expenditures are reported on an accrual basis. In
addition, the contractors' single audits confirm the use of the
GAAP accrual method of accounting. Furthermore, on-site fiscal
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monitoring/oversight includes a review of subrecipients’
accounting records to ensure that expenditures are reported on
an accrual basis.

The W2F provided a sample general ledger excerpt and an
example of a subrecipient single audit report showing the
auditor's statement that the subrecipient uses the accrual method

of accounting.

‘State Conclusion: Woe consider this finding resolved.

FINDING 2

Requirement: 29 CFR 97.20(b)(1) states, in part, that financial reporting must
be accurate, current, and complete.

Office of Management and Budget (OMB) A-87, Attachment A,
Section (c)(3)(a) states, in part, that a cost is aliocable to a
particular cost objective if the goods or services involved are
chargeable or assignable to such cost objective in accordance
with relative benefits received.

The Department of Labor Financial Management Technical
Assistance Guide, Part [, Chapter 3 states, in part, that measuring
benefit is the critical requirement and central task to be performed
in allocating costs. The basis used to allocate a particular type of
cost should be used consistently over time and be described in
- the Cost Allocation Plan. An allocation base is acceptable if it

represents a fair measure of cost generation or cost benefit and if
it results in an equitable disfribution of the costs of services

rendered or goods provided.

Observation: We observed that W2F changed its cost allocation base for rent
and facilities payments during the course of the program year and
did not re-allocate the expenses for the program vear.
Specifically, up through September 2008 W2F was using the
occupied head count number divided by the total head count to
derive the percentage to be charged to each funding program.
Then, in February 2009 W2F switched over to using square
footage by taking the cubicle count occupied by each funding
program and dividing it by the fotal cubicle count.

For example, in September 2008 the WIA administrative
percentage was 19.7 percent because the head count (or full time
employee equivalent) for employees with administrative duties
was 8.5 and the total head count was 33 (6.5/33). In February
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Recommendation:

W2F Response:

State Conclusion:

FINDING 3

Requirement:

- -5 November 10, 2010

2009, the WIA adminisirative percentage decreases to 3.98
percent because 10.9 cubicles were occupied by staff with
administrative duties and there were 274 total cubicles
(10.9/274).

Additionally, we did not identify a significant staffing change
among W2F employees that would substantiate the need to
revise the allocation base. The W2F could not substantiate a
reason for this change either.

Furthermore, while W2F's cost allocation plan described the
allocation methodology for its cost pools, it did not describe the
cost allocation methodology and base used for rent expenses.

We recommended that W2F provide CRO with a CAP stating
how it will ensure that the allocation base used to allocate rent,
etc. are used consistently over time. -

We also recommended that W2F include in its CAP
documentation to verify that it has re-allocated costs based on
square footage instead of head counts for costs incurred between
July 2008 and January 2009. Finally, we recommended that
W2F revise its cost allocation plan to include the cost allocation
methodology applied to rent expenses.

The W2F stated that prior to the State monitoring visit in April
2009 and its recommendation; W2F fiscal staff completed a
reallocation of expenses for PY 2008-2009 using the allocation
methodology that accurately distributes rental costs to the various
program sources. This methodology accurately reflects the
sharing of costs among programs affected by the statewide

integration initiative of which W2F is one of the first 12 learming

labs. Journal entries were done to make the adjustments
accordingly as early as January 2009,

The W2F provided copies of the journal entries showing the cost
aliocation adjustments.

We consider this finding resolived.

Office of Management and Budget (OMB) Circular A-87,
Aftachment A, Section (C){1)(a) states, in part, that for a cost to
be allowable, it must be necessary and reasonable for proper and
efficient performance and administration of Federal awards. In
addition, costs must be allocable to Federal awards.
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Observation:

Recommendation:

W2F Response:

-6~ - November 10, 2010

OMB Circular A-87, Attachment A, Section (C)(2)(a) states, in
part, that in determining reasonableness of a given cosf,

consideration shall be given to whether the cost is of a type

generally recognized as ordinary and necessary for the operation
of the governmental unit or the performance of the Federal

“award.

OMB Circular A-87, Attachment A, Section (C)3)(a) states, in
part, that a cost is allocable to a particular cost objective if the
goods or services involved are chargeable or assignable to such
cost objective in accordance with reiative benefits received.

We found that W2F used WIA funds to pay for an expense that is
not aliocable to the WIA program. Specifically, W2F paid a
$1,594.04 property tax bill for a vacant one-stop location in
Morgan Mill, CA. The Morgan Hill one-stop was vacated on
March 31, 2008. The W2F received a bill fromn the County of
Santa Clara on July 15, 2008 stating that they are liable for the
building property taxes for the entire fiscal year of July 1, 2008 to
June 30, 2009. While we do not dispute W2F's obligation to pay
the property taxes, the cost is not necessary and reasonable nor

_aliocable to the WIA program because there are no benefits

received. Since the one-stop facility was vacant, WIA services
were not being provided.

We recommended that W2F reverse the charges to its WIA
grants and provide documentation of its action to CRO. We also
recommended that W2F provide CRO with a CAP, stating how it
will ensure, in the future, that WIA grants are charged only for
costs that are allocable to the WIA program.

The W2F stated that the $1,594.04 in question is for an
unsecured property tax bill for W2F's Morgan Hill One-Stop
location for the entire fiscal year of July 1, 2008 through June 30,
2009, While the tax was assessed for the period of July 1, 2008 .
through June 30, 2009, the basis of the property use tax was the
occcupancy and use for the prior year. In accordance with
California law, the person who owned, claimed, possessed or
controlled personal property on the lien date of January 15 at
12:01 a.m. is liable fortaxes for the entire fiscal year, begmnmg
July 1¥ though June 30" of the following year. Disposal of the
property after January 1 does not relieve the assessee of the
liability. The W2F occupied the Morgan Hill location and provided
WIA services up to March 31, 2008. The property tax liability is
for the entire year and cannot be pro-rated. The Morgan Hill
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One-Stop Center was specifically established to provide a
location easily accessible to WIA eligible clients from Gilroy,
Morgan Hill and South San Jose and therefore, the charge for the
property tax is a legitimate charge to the WIA program,

The WZ2F provided the property tax bill. The tax liability language
substantiated W2F's statement that the entity that owned,
claimed, possessed or controlled personal property on the lien
date of January 1% is liable for taxes for the entire fi scal year.

State Conclusion: Based on W2F's response, we cannot resolve this issue at this
time. While W2F demonstrated that the City of San Jose
remained liable for the property tax assessed on the Morgan Hill
One-Stop property, W2F did not demonstrate that any WIA

. services were provided at that location during the fiscal year
(2008-09) for which the property taxes were assessed. Once the
one-stop services were moved to another location, no WIA
services were provided at the Morgan Hill location. Knowing that
no WIA services were currently provided (i.e. one-stop moved out
in March 2008} and no WIA services were planned for the
Morgan Hill location, it is not reasonable to charge WIA for any
portion of expenses associated with the Morgan Hill location.
Again, we recommend that W2F reverse the charges to its WIA
grants and provide documentation of its action to CRO.

Finally, we again recommend that W2F provide CRO with a CAP,
stating how it will ensure, in the future, that WIA grants are
charged only for costs that are allocable to the WIA program,
Until then, this issue remains open and has been assigned CATS

number 90273.
FINDING 4
Requirement: 29 CFR 97.28, states in part, that local governments that provide

Federal funds {0 a subgrantee shall ensure that appropriate
corrective action is taken within six months after receipt of the
audit report in instance of noncompliance with Federal laws and

regulations.

29 CFR 96.53 states, in part, that the process of audit resolution
includes an initial determination, an informal resolution period,
and a final determination.

26 CFR 96.54 states, in part, that receipients of Federal
assistance are responsible for ensuring that subrecipient
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organizations are audited and any audit findings are resolved in
accordance with this part.

Observation; We reviewed the single audit report for W2F's subrecipient
Workforce institute for PY 2007-08 and found three findings
related to WIA funds; however, W2Fdid not complete the audit
resolution. Specifically, the Workforce Institute audit contained:

= Finding number 2007-2 — Significant Deficiency, Instance of
Non-compliance in allocation of program administrative
salaries and benefits;

» Finding number 2007-3 — Significant Deficiency, Instance of
Non-~compliance in unsupported vendor payment and
aliocation; and .

» Finding number 2007-4 — Control Deficiency in reporting
program income,

Additionally, W2F stated that audit resolution was conducted on
March 3, 2008 through March 6, 2008 during their PY 2007-08
on-site monitoring. However, it is unlikely that W2F would have
completed audit resolution during this time because the audit
period did not end until June 30, 2008 and the audit report was
not released until November 21, 2008.

Recommendation: We recommended that W2F initiate the audit resolution process
and issue an initial Determination letier to Workforce Institute for
finding 2007-2 2007-3, and 2007-4. We also recommended that
W2F provide CRO a CAP stating how it will ensure that audit
resolution for all of its subrecipients is completed.

W2F Response: The W2F stated that W2F has an Audit Resolution policy that
requires the review of all single audit reports that include a '
process for an initial determination, an informal resolution period,
and a final determination.

The W2F stated that their fiscal staff issued an initial
determination letter to Workforce Institute for findings 2007-02,
2007-3, and 2007-4 in accordance with W2F's Audit Resolution
policy. In 2008, W2F reviewed its single audit report and
determined that corrective actions fo resolve findings 2007-2,
2007-3, and 2007-4 had been implemented. [n addition, W2F
fiscal staff followed up during the PY 2007-2008 fiscal monitoring
visit and verified that the recommendations had been
implemented. ‘
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The W2F provided their Fiscal Year (FY) 2006-07 initial ,
determination letter for San Jose Evergreen Community College
and the Summary Schedule of Prior Audit Findings out of the FY
2007-08 single audit for San Jose Evergreen Community College
showing that the recommendations were implemented.

State Conclusion: We consider this finding resolved.

FINDING S5

Requirement: OMB Circular A-87, 21(a), 1-4b1) and (2)(c) provides the basic

guidelines for idle facilities and idle capacity, and states, in part,

that idle capacity means the unused capacity of partially used
facilities, and that the costs of idle facilities are unallowable
except in the extent that: 1) they are necessary to meet
fluctuations in workload, they were necessary when acquired and
are now idle because of changes in program requirements, efforts
to achieve more economical operations, reorganization,
termination, or other causes which could not have been
reasonable foreseen. It further states, that under the exception
stated in this subsection, costs of idle facilities are allowable for
reasonable period of time, ordinarily not to exceed one year,
depending on the initiative taken to use, lease or dispose of such
facilities,

Observation: - We observed that W2F has approximately 3,762 square feet (sq.
- ft.) of idle space. This section of idle space is separated into two
sides of the building, side A has approximately 1,960 sq. feet of
idle space and side B has approximately 1,802 sq. feet.
Furthermore, it appears that this space has been vacant since
October 2006. Specifically: ‘ '

»  W2F has initiated attempts to lease the unused space on side
A and has begun construction of cubicles in this area. They
also stated that the San Jose Black Chamber of Commerce,
other partners, and WIA staff would be occupying this unused
space. However, the cubicles in this area are still under
construction and have yet to be used.

»  WZF stated building cubicles in the space on side B is a fire
hazard per the San José Fire Marshall. However, W2F could
not provide written verification of the Fire Marshall's
statement.

Recommendation: We recommended that WZF continue with its efforts to lease the
' remaining 1,960 sq. ft. of unoccupied space of side A,
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Additionally, we recommended that W2F provide CRO with a
'CAP stating the actions they are taking to occupy the unused
space. Further, we recommended that W2F provide CRO with
written verification of the San Jose Fire Marshal's statement. If -
W2F cannot provide this, we recommended that they provide
CRO with a CAP, including a timeline, for occupying the unused
space on side B.

W2F Response: The W2F stated that as part of their continuing efforts to ensure
that there is no idle space in the building, W2F developed a plan
to occupy side A of the building. This plan has been partially
implemented with the construction of rooms at the back of side A,
which are currently used for training, workshops, and
conferences/meetings. Also, W2F has installed cubicles on Side
A in order to serve our job seeking and small business client's
access services at the One Stop as well as for staff, partners and
tenants to have their meetings. Side B is utilized as a waiting
area for clients prior to receiving services, as well as a
reception/lounge area for staff, partners, and tenants.

State Conclusion: Based on W2F's response, we ¢annot resolve this issue at this
time. While we verified during our fiscal and procurement on-site
review the week of May 3, 2010 that conference rooms have
been set up on the back of side A, the cubicles referenced remain
in a state of construction. Side B cannot be used as a waiting
area for clients as this area is directly outside of the fiscal
department and clients waiting for services have no authority to
be there. We recommend that W2F continue with its efforts to
lease the remaining unoccupied space of side A. Additionally, we
recommend that W2F provide CRO with a CAP stating the
actions they are taking to occupy the unused space in side A.
Additionally, we recommend that W2F provide CRO with a CAP,
including a timeline, for turning the unused space on side B into
productive space. Until then, this issue remains open and has
been assigned CATS number 80275.

PROCUREMENT REVIEW RESULTS

While we concluded that, overall, W2F is meeting applicable WiA requirements
concerning procurement, we noted instances of noncompliance in the following areas:
contracts and small purchases. The findings that we identified in these areas, our
recommendations, and W2F's proposed resolution of the findings are specified below.
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FINDING 6

Requirement: 29 CFR 97.36(i)3) states, in part, that a grantee's and
subgraniee’s contracts must contain provisions regarding
compliance with Executive Order (E.O.) 11246 of September 24,
1065, entitled “"Equal Employment Opportunity,” as amended by
E.0. 11375 of October 13, 1967, and as supplemented in
Department of Labor regulations (41 CFR Chapter 60).

Observation: We reviewed W2F's confract with the Institute for Career

Development/Goodwill Industries and found that the
nondiscrimination provision did not include references to

E.0. 11248, E.O 11375, and 41 CFR Chapter 60. Additionally,
WZ2F's contract with Urban Explorer and Workforce Institute
includes the references to E.0. 11246 and E.O. 11375, but is
missing references to 41 CFR Chapter 60.

Recommendation: We recommended that W2F provide CRO with a copy of the
' revised contract boilerplate that contains all the required
provisions. We also recommended that W2F revise its current
contracts to include the missing provisions and provide CRQ with
copies as they are updated.

W2F Response: The WZF stated that they updated its current contract boilerplate
' on March 24, 2010 which now contains all of the required
provisions as recommended. In addition, W2F's current contracis
with Workforce Institute executed in 2008, have the required
provisions for workshops and adult case management
respeclively.

The W2F provided a copy of the updated contract boilerplate
language and the exhibits of the Workforce Institute’s two
contracts exhibits reflecting the updated contract language.

State Conclusion:  We consider this finding resolved.

FINDING 7 .
Requirement: 29 CFR Section 97.36(f)(1) states, in par, that graniees and
: subgrantees must perform a cost or price analysis in connection
with every procurement action including contract modifications.
Observation: We found that W2F did not cornplete a cost or price analysis for

two separate contract extensions made in 2007 and 2008 for iis
contract with Urban Explorer. Additionally, W2F did not complete
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a cost or price analysis for the extension of its contract with its
subrecipient, Workforce Institute, in 2008.

Recommendation: We recommended that W2F provide CRO with a CAP stating
how it will ensure that a cost or price analysis is completed for all
future contract modifications.

W2F Response:. The W2F stated that Urban Explorer was selected through an
| RFP process in 2005 as the vendor for W2F's Geomapper

system. The contract has been continued as a sole source
procurement to allow completion of the Geomapper system. The
city was granted a royalty-free, nonexclusive and irrevocable
license to publish, copy, transiate and use all materials, data,
films, tapes, etc. for the Geomapper System. However, the
software that produced the Geomapper Systern remains the
property of the consultant. There would not be a reliable method
to adequately provide equal comparison for cost since the
software upon which the Geomapper System has been built is
proprigtary to Urban Explorer.

The W2F stated that their contract with Workforce institute is a
result of a cormpetitive process conducted in February 2007, The
W2F released an RFP to solicit proposals from parties interested
in providing WIA Title | Adult services at W2F's three One-Stop |
locations for a five-year term. The W2F built into the RFP a
requirement for an annual performance review including a fiscal
and program review to qualify for a renewal. The renewal is also
subject to the appropriate W2F board and committee review and

approvals.

For renewals or amendments of sole sourced contracts, W2F
stated that they will conduct a sole sourced analysis and
justification for continuation of services by the same vendor. For
renewals or amendments of contracts that are not sole sourced,
W2F stated that they will add a cost/price analysis component to
the existing process of evaluation. The cost analysis will
compare the estimated costs with prior actual costs of existing
contracts fo the extent that the information is readily available and
relevant to the services being contracted for. The W2F stated
that they may also conduct a sampling of similar providers and
services and that the final determination will take into account the
costfprice analysis in addition to other factors, such as program
and fiscal performance measurements.
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State Conclusion:

FINDING 8

Requirement:

Observation:

Recommendation:

13- S November 10, 2010

The W2F provided an Urban Explorer sole source memorandum
dated June 16, 2005, the Urban Explorer contract transmittal form
signed July 2008, and a Workforce Institute memorandum dated
June 21, 2007.

The W2F's stated corrective action should be sufficient to resolve
this issue and no further corrective action is required. However,
we cannot close this issue until we verify, during a future onsite
visit, W2F's successful implementation of its stated corrective
action. Uniil then, this issue remains open and has been
assigned CATS number 80277.

29 CFR Section 97.36(f)(1) states, in part that grantees and
subgrantees must perform a cost or price ana!ysu; in connection
with every procurement action.

29 CFR Section 97.36(b)(1) states, in part, that grantees and
subgrantees will use their own procurement procedures which
reflect applicable State and local laws and regulation provided
that the procuremnents conform to applicable federal law and the
standards identified in this section.

WIADOQ-2 states, in part, that small purchases must be
documented with a sales receipt, current catalogs with price lists,
or formal quotes depending on the amount of the purchase.

We found that W2F obtained just one price guote for five small
purchases. Specifically, we reviewed five small purchases that
included only one price quote:

s A $675.18 purchase for office supplies provided to its
subrecipient, Mexican American Commumty Services Agency
(MACSAY);

A $330 purchase for a canopy shade cover for a WiA event;
A $140 purchase for Emetrix software;

A $129.89 purchase for a 16 GB memory stick; and

A $168.87 food purchase from Starbucks ($48), Noah's
Bagels ($58.95), and Safeway ($61.92) for a W2F Learnmg
Lab meeting.

® & @ 8

We recommended that W2F provide CRO with a CAP stating
how it will ensure, in the future, that a cost or price analysis is
compieted for all procurement transactions and that more than
one price quote is obtained and documented when making any
small purchases.
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WZ2F Response:

State Conclusion:

" 44- | November 10, 2010

U.S. Code 428 defines purchases less than $2,500 as micro
purchases that may be made without obtaining competitive
quotations if the employee of the agency authorized to do so
determines the price of the purchase is reasonable. The items in
guestion falt under the micro purchase threshold. Pricing
information for these iterns is readily available and normally are
sirilar from store to store. One factor to consider in selecting a
vendor is the mileage cost associated with the purchase. The
administrative cost of verifying the reasonableness of the price
may more than offset the potential savings from instances of
overpricing.

Based on W2F's response, we cannot resolve this issue at this
time. The WIA Section 184(a)(3)(A) states, in part, that each
local area receiving funds under this title shall comply with the
appropriate uniform administrative requirements for grants and
agreements applicable for the type of entity receiving funds. The
W2F must comply with the uniform administrative requirements
codified in 29 CFR 97.

41 USC 428 does provide for an exception to the competitive
quotations requirernent for micro purchases and defines the
micro-purchase threshold as $2,500. However, 41 USC
428(a)(2) establishes that the authority for this is provided under
the Federal Acquisition.Regulation (FAR). The FAR was
established 1o codify uniform policies for acquisition of supplies
and services by executive agencies. [t is issued and maintained
jointly, pursuant to the Office of Federal Procurement Policy
Reauthorization Act, under the statutory authorities granted to the
Secretary of Defense, Administrator of General Services and the
Administrator, National Asronautics and Space Administration.
Only these agencies are listed as qualifying agencies and W2F
does not fall under this category. Therefore, W2F does not
qualify under FAR.

Again, we recommend that W2F provide CRO with a CAP stating
how it wiil ensure, in the future, that a cost or price analysis is
completed for all procurement transactions and that more than
one price quote is obtained and documented when making any
small purchases. Until then, this issue remains open and has
been assigned CATS number 80278.

We provide you up to 20 working days after receipt of this report fo submit fo the
Compliance Review Office your response to this report. Because we faxed a copy of
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this report to your office on the date indicated above, we request'your response no later
than December 13, 2010. Please submit your response to the following address:

Compliance Monitoring Section
Compliance Review Office

722 Capitol Mali, MIC 22M
P.O. Box 826880

Sacramento, CA 24280-0001.

In addition to mailing your response, you may also FAX it to the Compliance Monitoring
Section at (816) €654-6096.

Because the methodology for our monitoring review included sample testing, this report
is not a comprehensive assessment of all of the areas included in our review. ltis
W2F's responsibility o ensure that its systems, programs, and related activities comply
with the WIA grant program, Federal and State regulations, and applicable State
directives. Therefore, any deficiencies identified in subsequent reviews, such as an

audit, would remain W2F's responsibility.

Please extend our appreciation to your staff for their cooperation and assistance during . .
our review. lf you have any questions regarding this report or the review that was
conducted, please contact Ms. Mechelle Hayes at (816) 654-1292.

Vi

JESSIE MAR, Chief
Compliance Monitoring Section
Compliance Review Office

cc:  Terri Austin, MIC 50
Jose Luis Marguez, MIC 50
Dathan O. Moore, MIC 50
Daniel Pafterson, MiC 45

Sincerely,
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. . San Jose, CA 95126-3449
oppeortunity - jobs-success Main {408) 7941100
www.work2future.biz

October 15, 2010

Compliance Monitorng-Sectiop-===-
Compliance Review Office

722 Capitol Mall, MIC 22M

P.O. Box 826880

Sacramento, CA 94280-0001

RE: AMERICAN RECOVERY AND REINVESTMENT ACT
FISCAL AND PROCUREMENT REVIEW
DRAFT MONITORING REPORT
PROGRAM YEAR 2009-10

Dear Ms. Mar,

This is in response to the Draft Monitoring Report for Program Year (PY) 2009-10 dated
September 16, 2010. Please review the itemized responses below for each of the

recommendations provided.

Finding 1

Recommendation: We recommend that W2F provide the Compliance Review Office (CRO)
with a corrective action plan (CAP) stating how it will ensure, in the future, that monitoring
reports are issued timely. Additionally, we recommend W2F issue a report to notify San Jose
Conservation Corps (SJICC) of identified i issues and provide CRO a copy.

workauture Response. For clarification, the report in question is a prograrn monitoring report.
All PY 2008-09 program monitoring reports to date, including SJICC, have been issued (see

attached copy of the report).

work2futare has a process in place to ensure compliance to the State requirements for conducting
a monitoring visit at least once per program year. This process assures timely program
monitoring, evaluation, report development, and submission of monitoring reports. work2future
also has an internal monitoring form to identify the following: key task(s); action(s) required,
start date; completion date; and primary lead staff as well as an alternate lead staff responsible
for the development and completion of the monitoring report.
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Response to Draft Monitoring Report PY 2009-2010
Cctober 15, 2010

Page 2 of 2

Finding 2 -

Recommendation: We recommend that W2F provide the Compliance Review Office (CRO)
with a cormrective action plan (CAP) showing the §teps; including 4 timeline, that it will take to
fill the parent of an eligible youth vacancy. Once filled, we recommend that W2F provide CRO
with a copy of the Youth Council roster.

worl2future Response: work2future has been actively seeking a parent representative to serve
on the Youth Council Committee. work2future staff has discussed this request with youth
contract providers in an effort to identify a parent representative to serve on the Council. In
addition, staff has on numerous occasions requested input from the Youth Council members to

help identify possible candidates for the position.

On October 5, 2010, a parent was identified as a potential candidate to serve on the Council.
work2future staff contacted the parent by telephone and email. The parent confirmed her interest
in learning more about the Youth Council; staff emailed her the meeting calendar for PY 2010-
11 and the agenda for the meeting held on June 14, 2010. She agreed to review the information
and contact staff with any questions or direction for next steps. work2future staff will follow-up
with the potential candidate to find out if she is interested in serving as a representative and

_ provide her with direction on next steps.

If you have any questio'ns, please contact Joy Salandanan at (408) 794-1146.

‘Sincerely,

Christopher Donnelly
Assistant Director
worlkZ2future

ce: J fRuster, work2future Executive Director
oy Salandanan, work2future Finance Manager

cd/js/dl
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Mr. Jeff Ruster, Director

Silicon Valley Workforce Investment Network

City of San Jose Office of Economic Development
1290 Parkmoor Ave

San Jose, CA 95126

Dear Mr. Ruster;

AMERICAN RECOVERY AND REINVESTMENT ACT
FISCAL AND PROCUREMENT REVIEW

DRAFT MONITORING REPORT

PROGRAM YEAR 2009-10

This is to inform you of the results of our review for Program Year (PY) 2009-10 of the

~work2future’s (W2F) financial management and procurement systems for activities
funded by the American Recovery and Reinvestment Act of 2009 (ARRA) and
Workforce Investment Act (WIA). This review was conducted by Ms. Molly Maloney
and Mr. Edmond Kwan from May 3, 2010 through May 6, 2010. For the fiscal portion
of the review, we focused on the following areas: fiscal policies and procedures,
accounting system, reporting, program income, expenditures, internal control,
allowable costs, cash management, cost allocation, indirect costs, cost/resource
sharing, single audit and audit resolution policies and procedures for its subrecipients,
and written internal management procedures. For the procurement portion of the
review, we examined procurement policies and procedures, methods of procurement,
procurement competition and selection of service providers, cost and price analyses,
contract terms and agreements, and property management. In addition, we reviewed
the membership of W2F's Local Workforce Investment Board and Youth Council.

Our review was conducted under the authority of Section 667.410(b)(1), (2) & (3) of
Title 20 of the Code of Federal Regulations (20 CFR). The purpose of this review was
1o determine the leve! of compliance by W2F with applicable federal and state laws,
regulations, policies, and directives related to the WIA grant regarding financial
management and procurement for PY 2009-10. '

We collected the information for thi_s report through interviews with representatives of
W2F, a review of applicable policies and procedures, and a review of documentation
_retained by W2F for a sample of expenditures and procurements for PY 2009-10.

P.O. Box 826830 » Sacramento CA 94280-0001 + www.edd.ca.gov
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BACKGROUND

For PY 2009-10, W2F was allocated: $3,671,512 to serve adult participants;
$3,851,009 to serve youth participants; and $4,255,450 to serve dislocated worker

participants.

For the quarter ending March 2010, W2F reported the following expenditures and
enrollments: $2,510,815 to serve 4,951 adult participants; $1,035,891 to serve 338
youth participants; and $616,537 to serve 3,564 dislocated worker participants.

FISCAL REVIEW RESULTS

While we conclude that, overall, W2F is meeting applicable WIA and ARRA
requirements concerning financial management, we noted an instance of
noncompliance in the area of subrecipient monitoring. The finding that we identlﬂed in
this area is specified below.

FINDING 1

Requirement: 20 CFR Section 667.410(a) states, in part, that each recipient
and subrecipient must conduct regular oversight and monitoring
of its WIA activitigs-and those of its subrecipients and
contractors. .

WIADOO-7 states, in part, that the monitoring of subrecipients
follow a standardized review methodology that will result in written
reports which record findings, any needed corrective actions, and
due dates for the accomplishment of corrective actions.
Additionally, the monitoring of subrecipients require systematic
follow-up to ensure that necessary corrective action was
completed. : :

Observation: We observed that for PY 2008-09, W2F failed to issue a
monitoring report to subrecipient San Jose Conservation Corps.
Several issues were noted during the review and W2F staff
stated that they are working with San Jose Conservation Corps
to resolve those issues.

Recommendation: We recommend that W2F provide the Compliance Review
Office (CRO) with a corrective action plan (CAP) stating how it
will ensure, in the future, that monitoring reports are issued
timely. Additionally, we recommend W2F issue a report to notify
San Jose Conservation Corps of identified issues and provide
CRO a copy.
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PROCUREMENT REVIEW RESULTS

We conclude, that overall, W2F is meeting applicable WIA and ARRA requirements
concerning procurement.

In addition to the above review resuits for W2F's fiscal and procurement systems, we
reviewed the membership of its Workforce Investment Board and Youth Council for
compliance. The findings we identified in this area are specified below.

FINDING 2

Requirement: WIA 117(h)(2)(A)’(EV) states, in part, that membership of each
Youth Council shall include parents of eligible youth seeking
assistance under this subtitle,

Observation: The W2F does’not have a parent of an eligible youth serving as

a representative on the Youth Council. The W2F staff stated
that the position has been vacant for about a year.

Recommendation: We recommend that W2F provide the Compliance Review
' Office (CRO) with a corrective action plan (CAP) showing the
steps, including a timeline, that it will take to fill the parent of an
eligible youth vacancy. Once filled, we recommend that W2F
provide CRO with a copy of the Youth Council roster.

We provide you up to 25 working days after receipt of this report to submit to the
Compliance Review Office your response to this report. Because we faxed a copy of
this report to your office on the date indicated above, we request your response no
fater than October 21, 2010. If we do not receive a response by this date, we will
release this report as the final report. Please submit your response to the following

address: e

Compliance Monitoring Section
Compliance Review Office

722 Capitol Mali, MIC 22M
P.O. Box 826880

Sacramento, CA 94280-0001

in addition to mailing your response, you may also FAX it to the Compliance
Monitoring Section at (916) 654-6096.

Because the methodology for our monitoring review included sample testing, this
report is not a comprehensive assessment of all the areas included in our review. Itis
W2F's responsibility to ensure that its systems, programs, and related activities
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W2F's responsibility to ensure that its systems, programs, and related activities
comply with the WIA grant program, Federal and State regulations, and applicable
State directives. Therefore, any deficiencies identified in subsequent reviews, such as
an audit, would remain W2F's responsibility.

Please extend our appreciation to your staff for their cooperation and assistance during
our review. If you have any questions regarding this report or the review that was
conducted, please contact Ms. Mechelle Hayes at (316) 654-7005 or Ms. Molly Maloney
at (916) 657-0183.

Sincerely,

JESSIE MAR, Chief
Compliance Monitoring Section
Compliance Review Office

cc. Jose Luis Marquez, MIC 50
Dathan O, Moore, MIC 50
Doug Orlando, MIC 50
Daniel Patterson, MIC 45
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Independent Auditor’s Report on Internal Control over
Financial Repotting and on Compliance and Other Matters
Based on an Audit of Financiat Statements Performed in
Accordance with Government Auditing Standards

City Council
City of San José, California

We have audited the financial statements of the governmental acfivities, the business-type aclivities,
each major fund, and the aggregate remaining fund information of the City of San José, California (the
City) as of and for the year ended June 30, 2010, which collectively comprise the City’s basic financial
statements, and have issued our report thereon dated November 22, 2010. Our report contains an
explanatory paragraph describing the City's adoption of the provisions of Governmental Accounting
Standards Board (GASB) Statement No. 51, Accounting and Financial Reporting for Intangibie Assels,
and GASB Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, and an
emphasis of a matter paragraph regarding that the City's defined benefit pension plans’ and
postemployment healthcare plans’ unfunded actuarially accrued liabilities. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financlal audits contained. in Government Auditing Standards, issued by the Comptroller
General of the United States.

s
i

' EETER RN

internal Control Over Financial Reporting

in planning and performing our audit, we considered the City’s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
staternents, but not for the purpose of expressing an opinion on the effectiveness of the City's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
City’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, fo prevent, or
detect and correct misstatements on a #imely basls. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatemnent of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in infemal control over
financial reporting that might be deficiencles, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in infernal control over financial reporting that we consider to be material
weaknesses, as defined above.
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Compliance and Other Matlers .
As part of obtaining reasonable assurance about whether the City’'s financial statements are free of
material misstatement, we performed tests of ifs compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompiiance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing -anh opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion,
" The results of our tests disclosed no instances of noncompilance or other matters that are required fo be
reported under Government Auditing Standards.

We noted cerfain matters that we reported to management of the City in a separate letter dated
November 22, 2010,

This repott is intended solely for the information and use of the City Councill, the City's management, and

federal awarding agencies and pass-through entities and the State Controller's Office, and is not infended
to be and shouid not be used by anyone other than these specified parties.

Certified Public Accountants

Wainut Creek, Californta
November 22, 2010
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Independent Audifor’s Report on Compliance with Reguirements That Could Have a Direct
and Material Effect on Each Major Program and the Passenger Facility Charges Program
and on Internal Control over Compliance in Accordance with OMB Circular A-133

City Council
City of San José, California

Compliance

We have audited the City of San José's, California (City), compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement and the Passenger Facility
Charge Audit Guide for Public Agencies issued, by the Federal Aviation Administration (PFC Guide) that
could have a direct and material effect on each of the City’s major federal programs and the passenger
facility charges program, respectively, for the year ended June 30, 2010. The City's major federal
programs are identified in the summary of auditor’s results section of the'accompanying Federal Awards
Schedule of Findings and, Questioned Costs. Compliance with the requirements of laws, regulations,
confracts, and grants applicable to each of its major federal programs and the passenger facllity charges
program is the responsibility of the City's management. Our responsibility is to express an opinion on the
City's compliance based on our audit.

We conducted our audit of compliance in accordance-with auditing standards generally accepted in the
United States of America;-the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; OMB Circular A-133 and the PFC
Guide. Those standards, OMB Circular A-133 and the PFC Guide require that we plan and perform the
audit to obtain reascnable assurance about whether nmoncompliance with the types of compliance
requirements referred fo above that couid have a-direct and material effect on a major federal program
and the passenger facility charges program occurred. An audit includes examining, on a test basis,
evidence about the City's compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances. We helieve that our audit provides a reasonable basis
for our gpinion. Our audit does not provide a legal determination of the City’s compliance with those
requirements,

In our opinion, the City complied, in all material respects, with the compliance requirements referred to
above that could -have a direct and material effect on each of its major federal programs and the
passenger facility charges program for the year ended June 30, 2010.

internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, confracts, and granis applicable fo federal
programs and the passenger facility charges program. In planning and performing our audit, we
considered the City's internal control over compliance with the requirements that could have a direct and
material effect on a major federal program and the passenger fadiiity charges program to determine the
auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133 and the PFC Guide, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the City's internal control over
compliance.

mgocpa.com
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A deficiency in internal conirol over compliance exists when the design or operation of a control over

compliance does not allow management or employeges, in the normal course of performing their assigned -

functions, to prevent, or defect and correct, noncompliance with a type of compliance requirement of a
federal program and the passenger facility charges program oh a timely basis. A maferial weakness in
internal control_over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance. requirement of a federal program and the passenger facility charges program will not be
prevented, or detected and coirected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider fo be material weaknesses,
as defined above, '

This report is intended solely for the information and use of the City Council, the City's management, the
Federal Aviation Administration, federal awarding agencies and pass-through entifies, and the State

Controller's Office, and is not intended to be and should not be used by anyone other than these
specified parties.

acter Homi & O Can L0 L2

Certified Public Accountants
Wainut Creek, California

November 22, 2010
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CITY OF SAN JOSE, CALIFORNIA
Schedude of Expenditures of Federal Awards {Continued)
Year Ended June 30, 2010

Federal
Catalog Grant Expenditures
Federal Grantor/Pass-Through GrantorProgram Number Grant ldentifying Number Amount Federal Grant Cther
U.5. Department of Justice {continued)
Pass-through OJP Community Capacity Development Office - Santa Clara County DA’s Office
Community Capacity Development Office 16.505  2007-WS-Q7-0024/2008-WS-QX-0142 40,625 16,062 -
Bulletproof Vest Partnership Program 16.607 2008 1121-0235 . 42,089 42,089 -
Pubtic Safely Partnership and Community Policing Grants 16,710 2009CSWX0023 447,778 163,420 -
Public Safety Partnership and Community Policing Grants 16,710 2009CKWX0131 895,000 242,613 -
Subtotal Public Safety Partnership ang Community Policing Grants 1,142,773 406,033 -
Edward Byme Memorial Justice Assistance Grant Program 16.738 2006-DJ-BX-0883 270,939 4,176 -
Edward Byme Memorial Justice Assistance Grant Program 16.738 2007-DJ-BX-0531 307,530 178,888 -
Edwerd Byme Memosial Justice Assistance Grant Program 18.738 2008-DJ-BX-0220 163,818 37,006 -
Edward Byme Memorial Justice Assistance Grant Program 16.738 2008-DJ-BX-0348 586,860 270,438 -
Subtotal Edward Byrne Memorial Justice Assistance Grant Program - 1,285,147 490,503 - -
Pasg-through County of Santa Clara
Edward Byme Memorial Justice Assistance Grant Program 16.738 DCGO200430 183,187 182,476 -
Subtotal Bdward Byrne Memorial Justice Assistancs Grant Program 1,448,334 672,979 -
ARRA - Intemet Crimes Againgt Ghildren Task Force Program (ICAC) 16.800 2009-SN-B9-KO17 - 863,930 145,897 -
ARRA - Edward Byme Memorial Justice Assistance Grant (JAG} Program 16.804 2009-5B-B9-0976 1,372,716 5,832 -
Pass-through Califomia Emergency Management Agency
ARRA - Edward Byrne Memorial Justice Assistance Grant (JAG) Program 16.604 ZHOS017928 375,000 2,850 -
Subtotal Edwerd Byme Memorial Justics Assistance Grant (JAG) Program 1,747,716 8,822 -
Fotal U.8. Department of Justice 8,334,688 2,228,418 251,322
.8, Department of Labor
Pass-through State of California, Employment Development RDepartment
ARRA - Employment SenviceMWagnerPeyser Funded Adlivities 17.207 KD78494144 98,273 40,661 -
Worldoree Investment Act [WiA} Cluster;
WA Adult Program 17.258 KO74473201 637,275 637,275 -
WA Adult Program 17.258 KO74173202 3,034,237 1,225,974 -
WIARR 17.258 KO74173540 178,430 179,430 -
WIARR 17.258 KO74173541 538,291 530,818 -
WIA15% LLLCB ¢ 17.258 RO70569441 15,500 3,814 .
WIA CDC 15% RD1 17.258 ROT70569442 10,000 10,000 -
WIA Youth Activities 17.259 KO74173301 3,651,009 2,314,696 -
WIA Youth Activities 17.259 RO70569301 3,713,804 2,168,748 -
WiA DLW 17.260 KO74173501 1,207,233 1,207,233 B
WIA DLW2 17.260 KO74173562 3,048,277 2,225,590 -
WIA Dislocated Workers AD RND 2 17.260 RG70569500 2,454,184 1,830,510 -
ARRA - WIA Adult Program 17.258 " RB70569102 2,026,103 1,873,386 -
ARRA - WiA Youth Activities 17.25% RS70569103 4,744,443 4,025,620 -
ARRA, - WIA Disiocated Workers 17.260 RY705691G5 4,448,400 2,873,473 -
ARRA - RR 26% 17.260 KO74473108 902,328 246,895 -
ARRA - RR FM . 17.260 RG70569106 638,300 371,086 -
Subtotal WIA Cluster 31,448,975 21,724 857 -
WA Pilpts, Demonstrations, and Research Projects . 17.281 EA-20121-13-60-A-6 95,000 8,941 -
WIA Pilots, Demonstrations, and Research Projects 17.261 EA-18597-09-60-A6 315,392 176,791 -
Subtotal Work Wise-Improving Job Performance 410,392 184,732 -
Total 1.S. Department of Labor 31,958,640 21,950,250 -

SBes accompanying notes jo the Schedule of Expenditures of Federal Awards and
Scheduls of Revenues and Expenditures of Passenger Facility Charges
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CITY OF SAN JOSE, CALIFORNIA
Federal Awards Schedule of Findings and Questioned Costs
Year Ended June 30, 2010
Section | Summary of Auditor's Results

Financial Statements

Type of audifor’s report issued on the basic financial

statements of the City: Unqualified

internal control over financial reporting:

+ Material weakness (es) identified? No

+ Significant deficiencies identified that are not considered

; None reporied.
to be material weaknesses? P

Noncompliance material to the financial statements noted? No

Federal Awards
Internal control over major programs:
+ Material weakness (es) identified? No

¢ Significant deficiencies identified that are not considered

to be material weaknesses? None reported.

Type of auditor's report issued on compliance for.major Ungualified
programs:

Any audit findings disclosed that are required fo be reported

R Y P Y R X X Kk X Y Y Y Y Y kR YY)

in accordance with section 510(a) of OMB Circular A-1337 No
ldentification of major programs: ‘
Federal Domestic :
Catalog Number(s) Name of Federal Program or Cluster
14.218, 14.253 CDBG - Entiflement Grants Cluster
14.257 ARRA - Homelessness Prevention and Rapid Re-Housing Program
15.504 Water Reclamation and Reuse Program
17.258, 17.259, 17.260 WIA Cluster
20.106 Airport improvement Program
20,205, 20.219 Highway Planning and Construction Cluster ‘
97117 ARRA - TSA Airport Checked Baggage Inspection System Program
Dollar threshold used o distinguish between type A
and type B programs: $2,959,032
Auditee qualified as a low-risk auditee? Yes

Section |l - Financial Statement Findings
None reported.
Section it Federal Award Findings and Questioned Costs

None reported.
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work2future
WIA Performance Outcomes Report (Draft)

(Run Date: 02/08/2011)
PY 10-11 (2nd Quarter - without/Updated Base Wage)

Perf. Goals /a Actual SuccRate
ADULT
ACE Entered Employment Rate 44.00% 43.12% 98.00%
ACA Average Earnings $13,000 - $16,317 - 125.52%
ACR Employment Retention Rate 76.00% 75.98% 99.97%
 DISLOCATED WORKERS
DCE Entered Employment Rate 52.20% 40.45% 77.49%
DCA Average Earnings $16,500 $22,488 136.29%
DCR Employment Retention Rate 83.00% 81.25% 97.89%
YCP Placement in Employment or Education 69.00% 75.19% 108.97%
YCD Attainment of a Degree or Certificate 65.00% 72.80% 112.00%
YCL Literacy and Numeracy Gains 40.00% 7. 50% 18.75%

fa -Local Performance goals are based on the Directive Transmittal WSD 10-11 dated 12/08/2010.
* Meets and exceeds Performance Standard.

IV B6 v2 WIA performance no base wage PERF10-11-Q2wProjected column
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The next Fmance Comm1ttee meeting 1s currently |

"‘?;-_scheduled to take place on June 8, 2011 at 3:00.p.m. at the
i San Jose One Stop, 1290 Parkmoc)r Ave San Jose CA ?_..fi L




