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'lI:"eIefphone: (ggg) ggg-?;gl Department of Workforce Development
E?r)a(éil' (secédwd-wisconsin Jim Doyle, Governor

) i -gov Roberta Gassman, Secretary
TO: Wisconsin Workforce Development Board Chairs and Executive Directors
FROM: Roberta Gassman Sécretary, Wisconsin Department of Workforce Development
(DWD) C/g _ “’“’"‘"
DATE: Tuesday, October 20, 2009
RE: WIA Fund Distributions for PY 08, PY 09 & ARRA and Related Fund Distribution
Adjusiments

Recently, one of Wisconsin’s workforce development boards (WDBs) came to the department with what
they believed was an error in the calculations used to determine Workforce Investment Act (WIA)
funding allocations to the eleven boards. Specifically, they questioned whether DWD’s Division of
Employment and Training (DET) had correctly calculated the high concentrations of unemployed as the
data criteria used by the division appeared to be unchanged since 2007, even though the national
recession has had a strong and uneven impact on the state’s eleven different WDB regions. Given the
seriousness of the charge, | asked DWD's Bureau of Finance auditors to conduct an independent
analysis of DET's calculations and decision-making to determine whether the division properly
distributed PY 08 and PY 09 WIA funds and American Recovery and Reinvestment Act (ARRA) funds
to all WDBs.

DWD's Finance auditors have reviewed DET’s decisions in question and have confirmed that errors
were made by DET in applying proper criteria to DWD’s PY 08 and PY 09 WIA and ARRA allocations to
all eleven WDBs. The staff uncovered that the ASU data used was incorrect because it had not been
properly updated since 2007. The DET errors affected their PY 08 and PY 09 WIA and ARRA funding

allocation decisions.

DWD Finance staff also uncovered the following related errors by DET in these funding calculations:
e The Census Based Unemployment was not adjusted for local areas;

« The ASU and EU rates were calculated by dividing the Unemployed by the Employed rather than
the Labor Force;

« ARRA Youth and Adult calculations used two years for hold-harmless period [one year was
required by U.S. Department of Labor (DOL) guidance}]; and,

o ARRA Youth and Adult LAUS data reference period was calendar year based (DOL guidance
required Youth and Adult reference pericd to be the prior program year); only the Dislocated Worker
program used the calendar year data.

As we considered possible corrective actions, Governor Doyle made it clear that no board should be
penalized because of these errors. The Governor strongly believes that all boards should receive the
funding due to them under the correct calculations, and that no board should be penalized by having to
return inadvertent overpayments. To that end, the Governor has directed the department to allocate his
discretionary WIA funding directly to the eleven WDBs to correct DET’s allocation errors. Both
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Governor Doyle and | understand and appreciate the demands and pressures the national economic
recession has placed on Wisconsin’s workforce system, workers, famifies and communities. During
these challenging economic times, the Governor's decision to utilize his discretionary funding will
ensure that no board will be required to return inadvertent overpayments.

The attached chart, “DWD Adjustments to PY 08, ARRA and PY 09 WIA Formula Allocations,” shows
how we will allocate the Governor’s discretionary funds to those boards owed resources that were
inadvertently under-allocated for PY 08, PY 09 and ARRA. Additionally, the chart lists the
overpayments in PY 08, PY 09 and ARRA WIA funds that some boards received. In all, the Governor
has directed DWD to correct the DET calculation errors by allocating $5,556,086 of his discretionary
funds directly to the boards for worker training and services.

Next Steps

To avoid any such errors in the future, | have directed the following additional steps:

1. By November 13, 2009, clear written instructions will be written by DET managers, with Finance
staff assistance, for DET staff responsible for carrying out DOL funding distributions. This will
include an operational guide, protocols and a checklist, to ensure proper future distribution of ali
future workforce board funding allocations.

2. The checklist will require verification and sign-off by the following entities:
a. Labor Market Information Section Chief;
b. Workforce Section Chief, Bureau Director and DET Administrator;
c. DWD Chief Financial Officer; and,
d. Two of the eleven WDB Execuiive Directors.

3. By November 13, 2009, DWD’s Director of Human Resources will be adding additional
responsibilities to the job descriptions of DET’s supervisors and staff who will oversee and
implement DWD's new decision-making regarding allocation of DOL workforce funds to Wisconsin’'s
eleven WDBs.

4. DWD's Human Resources staff, with input from Finance, are conducting an investigation to be

completed by November 13, 2009, to include findings, personnel actions and recommendations
regarding the management and implementation of DET's DOL allocations to the eleven WDBs.

Related Background Information

« The United States Department of Labor (DOL) allocates federal Workforce Investment Act (WIA)
and American Recovery and Reinvestment Act (ARRA) workforce funds to DWD.

« DWD, based on calculations carried out by DET, distributes 85% of these funds to Wisconsin’s
eleven WDBs following a DOL and Wisconsin-approved distribution plan for Youth and Adult
programs. Additionally, for Dislocated Worker allocations, DWD distribuies 65% of its state
allocation to the eleven boards, retains 25% for rapid response activities throughout the year, and
retains the remaining 15% of all state allocations for administrative and discretionary projects that
advance innovation in workforce investment and system improvements.

Eactors Upon Which DET’s Youth Formula and Adult Formula for Distributing DOL Funds are
Based:

+  The number of unemployed for Areas of Substantial Unemployment (ASUs), averaged for the 12-
month period, such as from July 2007 through June 2008, as prepared by the states using special
2000 Census data based on households, obtained under contract with the Census Bureau and
provided to states by the Bureau of Labor Statistics (BLS);



+  The number of excess unemployed individuals or the ASU excess (depending on which is higher)
averages for the same 12-month period as used for ASU unemployed data; and,

«  The number of economically disadvantaged youth (age 16 to 21, excluding college students and
military) from special 2000 Census tabulations [data for the number of economically disadvantaged
adults (age 22 to 72, excluding college students and military) are used for Adult formula}.

Factors Upon Which DET’s Dislocated Worker Formula for Distributing DOL Funds are Based:

» Dislocated Worker Activity funds for PY 2009 allotments are to be distributed among local workforce
investment areas (subject to reservation of up to 25 percent for statewide rapid response activities)
and up to15 percent designated for statewide workforce investment activities fund aliotments by
state and a comparison to PY 2008.

DET Allocation Weight Data Source(s) and
Criteria Assigned In Time Period for DWD Allocations
DWD Formula
Criteria
Unemployment  25% A sub state area had to meet or exceed the state
Concentrations unemployment rate or have 10% or more of the unemployed

workers in the state in order to qualify for this factor.
Qualifying sub state areas receive a prorated share based
on the total number unemployed located in sub state areas
meeting the threshold.

Declining 25% The decline in employment by industry from a 1982-84 base
industries period to the most recent year for which data is available is
used to determine long-term trends and provide consistency.
Sub state areas receive a prorated percentage of the state

total.
Farm 12.5% Sub state areas receive a prorated percentage of the total
Hardship joss in the number of farms from a 1982-84 base period to
the most recent year for which data is available.
Plant Closing/ 12.5% Sub state areas receive a prorated percentage of the total
Mass Layoff number of persons reported as being laid off from their

employment by employers who file notification under state
and federal plant closing/mass layoff laws.

Long-Term 18.75% Sub state areas receive a prorated percentage of the total

Unemployment number of persons who received unemployment
compensation payments for at least 15 weeks in a benefit
year.

Insured 6.25% Sub state areas receive a prorated percentage of the total

Unemployment number of persons who received at least one unemployment

compensation payment in a benefit year.

| hope you find this information helpful and please let me know if you have any guestions. i thank you
for all you do in serving our workers, especially during these difficult economic times in our country, and
| thank Governor Doyle for his dedicated leadership on these issues.

Attachment: “DWD Adjustments to PY 08, ARRA and PY 09 WIA Formuia Allocations”

ce: Governor Jim Doyie
JoAnna Richard, Jessica Erickson, Susan Canty, Ron Danowski
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