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Purpose
To further outline established requisites affecting overall audit requirements, resolution of
findings, and debt collection.

Background

Audit requirements are an essential part of a broader Federal initiative aimed at effectively
directing federal resources to improve performance and outcomes while ensuring the financial
integrity of federal funds. The final guidance streamlines oversight and single audit
requirements to enhance supervision and concentrate audits on areas with the highest risk of
waste, fraud, and abuse of Federal funds. Additionally, the final guidance promotes
transparency and accountability by encouraging Federal fund recipients to adopt a more
collaborative approach to audit resolution processes. This aims to more decisively address
underlying weaknesses in internal control systems and reduce the occurrence of repeated audit
findings. Overall, the new guidance is crucial for maintaining the integrity of financial
management for federal funds and strengthens requirements for internal controls.

Policy

Workforce Connections and its sub-recipients must comply with Audit requirements as
established by Subpart F of 2 CFR Part 200". As established, a non-Federal entity that expends
$1,000,000 or more during the non-Federal entity’s fiscal year in Federal awards? must have a
Single or Program-specific Audit conducted for that year in accordance with the requirements
established by the 2 CFR Part 200.

The audit, in all cases, must be conducted timely and in accordance with generally accepted
auditing standards (GAGAS) as applicable or appropriate. Entities having an award(s) granted
before October 1, 2024, must comply with previously established requirements under the same
section of the 2 CFR as appropriate or applicable and/or any applicable provisions outlined in
the terms and conditions of such award(s).

References

29 U.S.C. §3243; Public Law (P.L.) 113-128 WIQA3 Secs. 107, 183, 184, 185; 2 CFR Part 200
Subpart F; 20 CFR §683.400, §683.410, §683.420, §683.430, §683.440; State Compliance
Policy 3.2.

Furthermore, an audit conducted in accordance with 2 CFR Part 200 Subpart F must be in lieu
of any financial audit of Federal awards which a non-Federal entity is required to undergo under
any other Federal statute or regulation. To the extent that such an audit provides a Federal
agency with the information it requires to carry out its responsibilities under Federal statute or
regulation, a Federal agency must rely upon and use that information.

! Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.
2 Made on or after October 1, 2024.
3 Workforce Innovation and Opportunity Act
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I. General Provisions for Audit Requirements
Audit Required - based upon the recent revisions to the 2 CFR Part 200, which took effect
October 1, 20244, a non-Federal entity that expends $1,000,000 or more during the non-
Federal entity's fiscal year in Federal awards must have a single or program-specific audit
conducted for that year in accordance with the provisions of that parts.

A. Single Audit
As stated in 2 CFR §200.501 (b), a non-Federal entity that expends $1,000,000 or
more in Federal awards during the non-Federal entity’s fiscal year must have a single
audit conducted in accordance with §200.514 except when it elects to have a program-
specific audit conducted in accordance with paragraph (c) or (d) of that section.

B. Exemption
A non-Federal entity that expends less than $1,000,000 in Federal awards during its
fiscal year is exempt from Federal audit requirements for that fiscal year, except as
noted in §200.503°; however, in all instances, records of the non-Federal entity must
be available for review, inspection, or audit by the Federal agency, Government
Accountability Office (GAO), State, or Workforce Connections or its designees as
appropriate or applicable.

C. Proper Assessment
In general, authorized activities that relate to the Federal award shall relate to those
that require the non-Federal entity to fully comply with Federal statutes, associated
regulations, and the terms and conditions of the Federal award, as applicable or
appropriate; thus, in making a determination of Federal award expended, the non-
Federal entity must base their assessment on the factors listed in §200.502, as
appropriate.

D. Frequency
In compliance with §200.504, audits required under such part must be performed
annually unless otherwise authorized by statute, as applicable or appropriate.

E. Audit Reports Review
Workforce Connections, in accordance with generally accepted government auditing
standards, will perform an objective review of its sub-recipients audit reports. This
effort will focus on identifying any areas of noncompliance and risks associated with
the proper administration of awarded funds, general operations, services, and activities
as applicable or appropriate. Also, to ensure that the sub-recipient takes timely and
appropriate actions to resolve identified deficiencies or findings from audits.

4 Any award made prior to this date and where the term of the agreement is operational shall comply with the
previously established Audit requirements, as appropriate.

5 https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-F?toc=1

6 https://www.ecfr.gov/current/title-2 /subtitle-A/chapter-11/part-200/subpart-F/subject-group-
ECFRfdo932e473d10oba/section-200.503
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Established Procedure for the Resolutions of Audit Finding

If, after further evaluation of the submitted audit report, it is found to be non-compliant,
Workforce Connections will, at its sole discretion, begin a resolution process. This process
consists of the following components and aims to assist the sub-recipient in the prompt
and proper resolution of identified areas of non-compliance or risks.

A. Initial Determination Notice (IDN)

Workforce Connections will issue an IDN no later than 30 business days of the receipt

of the audit report.

The IDN shall be based upon established requirements of applicable law or regulation

and the terms and conditions of a grant or agreement under the applicable award, and

shall include but is not limited to the following:

1. Identified matters of non-compliance,

2. Relevant administrative, financial, or programmatic-related findings,

3. Questioned costs, as applicable,

4. Request for additional information or documentation, including but not limited to
a request for auditor’s assurance related to the documentation to mitigate any
disallowed costs,

5. Acceptance or refusal to accept any of the corrective actions taken, including but
not limited to corrective actions on administrative findings, whenever applicable,
and

6. Any additional information or action, as applicable or appropriate.

Action:

A response to the IDN must be submitted to Workforce Connections no later than 30
business days after receiving such notice. If, after further assessment, the submitted
response from the sub-recipient is deemed to be inadequate, Workforce Connections
will issue a statement outlining the rationale for such determination. The statement
will also outline what actions the sub-recipient shall take to promptly and accurately
address all the identified non-compliance matters or questioned costs.

B. Corrective Action Plan (CAP)

Each identified finding must have a corresponding corrective or required action that

effectively addresses the cause, together with a reasonable timeline for implementing

the proposed changes.

1. Workforce Connections will assist the sub-recipient in promptly resolving
disallowed costs, and technical assistance will be made available to the sub-
recipient for the proper implementation and execution of the full CAP. Workforce
Connections will track the progress and implementation of proposed changes.

2. As to granting an extension for the completion of the approved CAP, the sub-
recipient shall submit a request for review and approval. The request must include
evidence of the progress made and the anticipated date for the full implementation
of the CAP. All requests will be evaluated on a case-by-case basis.

C. Informal Audit Resolution
During this process, Workforce Connections will issue an offer to resolve informally all
non-compliance matters. The sub-recipient may request to resolve the cited findings
and question costs informally. The request must be in writing and received by
Workforce Connections no later than 30 business days after the offer to resolve
informally is made.
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Action:

The request shall include, and should not be limited to, the following:

= Additional information, documentation, or evidence in support of the sub-
recipients' consideration of cited findings or questioned costs, and/or

= Negotiation of a current or revised corrective action plan, and/or

= Repayment or negotiation of a repayment plan for costs previously determined to
be not allowable, and/or

= Documentation to validate the use of stand-in costs to offset disallowed costs.

D. Final Determination Notice (FDN)

Workforce Connections may issue an FDN once it is determined that the sub-recipient

has been successful in the resolution of identified findings and/or questioned costs.

This notification may include, but is not limited to, the following:

= References to the initial determination as applicable or appropriate,

= The decision made concerning disallowed costs and the rationale for each
disallowance,

= The decision made with respect to questioned costs determined to be allowed and
the basis for the allowance,

= The decision made with respect to accepting or rejecting a pending to resolve
finding and the rationale in support of the decision,

o A statement of any additional action to be taken by the sub-recipient, such as
repaying disallowed costs and the time frame and plan to make such payments,

o A description of sanctions to be imposed for failure to resolve cited findings or
disallowed costs,

= Establishment of a debt collection, the timeframe under which such shall be repaid,
and whether or not interest will be imposed and rate,

= The date by when such debt will become delinquent,

= An opportunity to appeal the decisions made in accordance with the established
process.

III. Debt Collection
A. Each sub-recipient shall be liable to repay with non-Federal funds amounts found to
have been expended not in accordance with any applicable law or its associated
regulations, the terms and conditions of the sub-award or grant agreement, as
applicable, and have been determined to be disallowed through the audit resolution
process.

B. If Workforce Connections requires a sub-recipient to repay funds as a result of a
determination of disallowed costs, and a sub-recipient or contractor’s liability is
established as a result of an audit, monitoring finding, or other means, Workforce
Connections will issue a written statement including, but not limited to, the following;:
1. The amount of liability,

2. WC’s reason for the establishment of a debt,

3. What additional sanctions may be imposed if the debt is not resolved, or a
satisfactory alternative repayment plan has not been negotiated within 30 business
days and becomes delinquent, and

4. Opportunity to appeal.
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Remedies for Noncompliance”

If it is determined that noncompliance issues cannot be resolved by imposing sanctions or

additional conditions, Workforce Connections may3, at its sole discretion:

= Temporarily withhold cash payments,

o Temporarily deny advance reimbursement requests,

= Disallowing (that is, denying both use of funds and any applicable matching credit for)
all or part of the cost of the activity or action not in compliance,

= Reducing the sub-award amount in increments of 5% at a time but not to exceed 25%

during the same contract period,

Wholly or partly suspending or terminating the sub-award,

Withholding or denying further awards for the project or program,

Taking other remedies that may be feasible, as appropriate,

Initiating suspension or debarment proceedings as authorized under 2 CFR part 180

and Federal awarding agency regulations (or, in the case of a pass-through entity,

recommend such a proceeding be initiated by a federal awarding agency).

o o0 o

u]

Associated Provisions — Roles and Responsibilities
A. Workforce Connections is Responsible for:

1. Ensuring that sub-recipient audits are completed, and reports received in
compliance with this policy,

2. Ensuring its sub-recipients will resolve findings that arise from monitoring
reviews, investigations, other federal or state monitoring reviews, and audits of
WIOA Title I or any other awarded funds,

3. Conducting follow-up on audit findings to ensure its sub-recipients take
appropriate and timely corrective action through initiating and completing the
audit resolution process,

4. Providing technical assistance to its sub-recipients as requested or necessary,

5. If the final report contains findings, Workforce Connections will have 30 business
days after receipt of the final report from an independent audit firm to submit a
corrective action plan to the State, as appropriate,

6. Ensuring that established debts through the internal and external monitoring
process, as well as the audit, may be dealt with in accordance with established
Federal, State and local requirements.

B. Sub-recipients are responsible for:

1. Shall upload its audit report(s) onto the Federal Audit Clearinghouse (FAC) website
within the earlier 30 business days after receipt of the audit report(s) or no later
than nine (9) months after its accounting year end, whichever is earlier.

FAC website: https://harvester.census.gov/facweb/

2. All sub-recipients must submit a copy of their audit report(s) to Workforce
Connections within 30 business days of the report date or no later than nine (9)
months after its accounting year-end, whichever is earlier. For For-Profit entities,
Workforce Connections will submit the audit report(s) by mail to the US
Department of Labor on the sub-recipient's behalf. All other sub-recipients shall
upload their audit report(s) onto the Federal Audit Clearinghouse (FAC) website
within 30 business days after the date of the audit report(s) or no later than nine
(9) months after its accounting year-end, whichever is earlier.

7 Further guidance is provided in policy Admin-010-02, “Sanctions and Resolutions for Noncompliance”
8 The provided list is not all-inclusive. Additional actions may be taken as considered appropriate or applicable.
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VI.

3. Shall pay to Workforce Connections within 30 business days of demand by
Workforce Connections the full amount of the sub-recipient’s liability, if any, to the
State and/or Federal government resulting from any audit exceptions to the extent
such are attributable to the sub-recipient’s failure to perform accurately any of its
obligations listed on a sub-award agreement.

4. Shall comply with the audit resolution process initiated by Workforce Connections
in a timely and accurate manner.

Record Retention Requirements

A. The sub-recipient must keep and maintain, under generally accepted accounting
principles (GAAP), full, accurate, and complete records, agreements, books, and
documents as are necessary to fully disclose to the United States Government, State,
Workforce Connections, or their authorized representatives, upon audits or reviews,
sufficient information to determine compliance with all Federal, State, and local
regulations, statutes, and policies. Sub-recipients must ensure that reporting packages
do not include protected Personally Identifiable Information (PII).

B. The sub-recipient must keep and maintain relevant books and records (written,
electronic, computer-related, or otherwise), including, but not limited to, relevant
accounting procedures and practices of the sub-recipient, financial statements, and
supporting documentation. All documentation related to the work product shall be
subject, at any time, to inspection, examination, review, audit, and copying at any
location where such records may be found, with or without notice by Federal agency,
State auditors/staff, Workforce Connections staff, or any of their authorized
representatives.

C. Established regulations provide that all books, records, reports, and statements must
be retained for a minimum of five years subsequent to the date of submission of the
final grant expenditure report. Established regulations also provide that if any
litigation, claim, or audit has started before the expiration of the five-year period,
records must be retained until all litigations, claims, or audit findings involving the
records have been resolved and final action/resolution is taken. Access to audit
documentation includes the right of Workforce Connections to obtain copies of audit
documentation as is reasonable and necessary.

Appeal Process

A sub-recipient who is dissatisfied with a determination to impose a sanction(s) or
corrective action(s) may file a written appeal as indicated in this section.

The appeal must be submitted in writing within 15 business days of receipt of a
determination and must be directed to Workforce Connections’ Chief Financial Officer for
review and consideration.

Permitted grounds for appeals
= Findings of non-compliance, and
o Disallowed costs.

Associated Matters

= Any sub-recipient interested in filing an appeal must exhaust the remedies provided in
this policy prior to seeking additional relief at a different venue.

= A sub-recipient who fails to exhaust the administrative remedies provided in this policy
waives its rights to file an appeal.
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= Appeals made under this section, with respect to findings of non-compliance, shall be
made no later than 30 business days after receipt of the final determination.

= Appeals made under this section, with respect to disallowed costs, shall be made no
later than 10 business days after receipt of the final disallowed costs letter from
Workforce Connections.

Format
The written appeal shall state, with accuracy/precision, the following;:
= Sub-recipient name, address, contact information,

o Related matters that constitute the basis for the appeal,

= Support documentation to support and/or validate the basis of the appeal, and
= Form of relief requested.

Determination

A determination notice will be issued by Workforce Connections no later than 30 business
days after receipt of an appeal.
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