DOCUMENT RESUME

ED 094 265 CE 001 818
A CHOR Battelle, Peter E.
TITLE The Development of a System for Financial Management

of Public Service Bmployment Subcontracts: The
Vermont Experience. Final Report.

INSTITUTION Vermont State Employment Service, Montpelier. Dept.
of Employment Security.

SPONS AGENCY Manpover Administration (DOL), Washington, D.C.
Office of Research and Development.

REPORT NO DLMA-82-48-70-30~16-TR
PUB DATE Sep 73
NOTE 85p.; For related documents, see CRE 001 805-817

AVAILABLE FROM National Technical Information Service, Springfield,
Virginia 22151 ($3.00)

EDRS PRICE ¥F-$0.75 HC-$4,20 PLUS POSTAGE

DESCRIPTORS *Budgeting; Educational Finance; *Employament
Programs; Financial Problems; *Money Management;
Pilot Projects; *Program Budgeting

IDENTIFIERS Manpower Research; *Vermont

ABSTRACT »
The most difficult problem in the financial
management of a program of Public Service Employment (or subsidized
vork-training experience) is the over-obligation of funds. Some
training slots are never filled, some trainees drop out early from
the program, and others complete their training early. All of these
factors "free!" funds which must be promptly identified if they are to
be put to alternative uses. The best way to avoid this problesz ‘is to
use a detailed and flexible working budget which is kept up to date
by timely and systematic comparison between actual and projected
expenditures. The central oftfice should use actual rather than
anticipaved outlays as a means of controlling costs. Realistic
allowance should also be made for delays in employer billings.
(Included are 12 appendixes, a glossary, llsts of tables and
illustrations.) (Author)




_
ol
¢

W

L .. BESTCOPYAVMLABLE .
THE DEVELOPMENT OF A SYSTEM

T e
DU an s E R L

FOR .

FINANCIAL MANAGEMENT OF PUBLIC SERVICE

EMPLOYMENT SUBCONTRACTS:

Vermont Department of Employment Security

Madelyn Davidsor, Commissioner

The Experimental and Demonétration Manpower Pilot Project on the “ -
Special Work Project for the Unemployed ‘and Upgrading for the
S Working Poor B
i

DEPARTMENTOF MEALTH
Y IO & WELFARE Septamber 1973 "~
NATIONAL INSTITUTE OF !
EOQUCATION

thon DOFMENT MAb REEN WEPRD
NorFD EXACTL Y B RECE JED ERON
DE A O LROAN TATIDMGRIG N
Ao Nyt PO NTSGE v EA LR OPINTONS
GeATED DO NOY WECERRARL ¥ REPLE
LE et AT T AL NATIONG, wHTTLTE CF

>

i [\h CAr fy BASIT 0N TR P




1257 COPY AVAILABLE

THE DEVELOPMENT OF A SYSTEM FO&\FINANCIAL MANAGEMENT
OF
PUBLIC SERVICE EMPLOYMENT SUBCONTRACTS:

THE VERMONT EXPERIENCE

This report was prepared for the Manpower Administration, U,S,
Department of Labor, under research and development contract No.
82-48-70-30. Since contractors conducting research and develop-
ment projects under Government sponsorship are encouraged to
express their own judgement freely, this report does not necessa-
rily represent the official opinion or policy of the Departient
of Labor. The contractor is solely responsible for the contents
of this report, :

Contract No., 82-48-70-30 funded the Experimental and
Demonstration Manpower Pilot Project on the Special Work Project
for the Unemployed and Upgrading for the Working Poor. This
Project was conducted by the Vermont Department of Employment
Security, Madelyn Davidson, Commissioner. The principal author
of this monograph is Peter E., Battelle of the Department of
Econom ‘cs and Business Administration, University of Vermont,

September, 1973

iii/C&'



IIILIOGRAPHIC OATA 1. Repurt N, & Y Revipomt® Avvionin Nt
TOMA 82-48-70--30~ 16 Hre trnnion N ‘
1w.nwmm N £ 0 PTTTIRLIE
THE DEVELOPMENT OF .. SYSTEM FOR FINANCIA:. MANAGEHEHT Sep. 73
CF PiIBL1/' SERVICE E~PLOYMENT S':BCONTRACT : THR , 4
TEAFONT IXPERIENCE *
?.1 .\m'h::{.\‘) ' ) ’ 8. Votloetoiny RCYPRIRIE 1.-_. 7
Deter E. Battelle, 'miversity cf Vermont N 110 (et (s
foominn |;-I;: Spanizain Nane il Addreess 10, Propeae/ L ack/ Wk Hus No.
Vermont Department of Employment Security e
|Box 488, Green Mountain Drive VL Comtran t/Grant Now
M>-tpelier, Vermont 05602
%_ﬂ__ - DL 82-48-7C-30
12 = cnsoring Orgaanizatian Name and Addee s ' . 13 type o l| l "( )
L.8. D;partment of Labor ' Clverdd (111)1&/7(; ,a_
Manpower Administration Final: g/30/73
Office of Research and Developument e,
1111 20th St., N.W., Washington, D.C. 20210
13. Suzplementary Nowes  prepared as part of the Experimental and Demonstration

Manpower Pilot Project of the Vermont Department of Employment Security,

16. Ab-tucts The most difficult problem in the Ilnancial managément Of & DPro- |
gran. >f Public Service Employment (or subsidized work-training experience]
1s the over-obligation of funds. Some training slots are never filled,
some trainees drop out early from the program, and others complete their
cxaining early. All of these factors '"free' funds which must be promptly
identified if they are to be put to alternative uses., The best way to
avoid this problem is to use a detailed and ftlexible working budget which
is kept up to date by timely and systematic comparison between actual and
projected expenditures. The Central Office should use actual rather than
anticipated outlays as a means of controlling costs. Realistic allowance
should alsoc be made for delays in employer billings.

. Kéy Voeds 4nd Document Anllysis.. 170. Desutipiorn

Employment
Manpower

Unskille” Workers
Systems Analysis

T4, Identifiers /Open-Ended Terms

7e. COSATI Freld/Group 5A, 5C, 51

8. Availability Sratement Distridbution is unlimited. :9.‘?‘:.;:'.:; Class (This f?.l. No, ol ages
Available from Netionsl Technicel Information ‘ LN “W"‘ kH’% i -
Service, Springfield, Va, 22151. '}ﬂﬁf"' ass (Thie :z1n§.

Q Vl/.‘




PREFACE

In mid-1970, as a consequence of welfare reform legis-
lation then pending in the United States Congress, the
Vermont Department of Employment Security was chosen to test
and document experimentation in the manpower training aspects
of the proposed legislation. The overall objective of the
resulting Experimental and Demonstration (E&D) Manpower Pilot
Praject was to eXplore the feasibility and value of alterna-
tive approaches and procedures for conducting .the Special
Work Project (Public Service Employment) for the unemployed
and Upgrading training for the working poor, as a means of
helping to develop guidelines and other knowledge required
to facilitate and make more effective national implementation
and rapid expansion of manpower projects aired at enhancing
the employability of heads (and other members) of low-income
families.

The project thus had two major components within the
overall project:

~-"Special Work Project" whereby unemployed persons, by
performing work (at public and private nonprofit
agencies in the public interest) can develop job skills
which enable them to obtain nonsubsidized (private or
public) employment,

-"Upgrading training" whereby low-income employed persons
("working poor'") can develop new job skills for which
they receive increased salary.,

More specifically the project:

~-developed various designs for operating the two manpower
programs,

-tested operating practices te identify smooth running
procedures,

-tested the feasibility and relative effectiveness of
alternative operating procedures,
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-identified problems and issues central to the estab-
lishment and running of these programs,

-prepared technical materials and other aids for uce in
the programs,

-monitored and evaluated outcomes of activities,

-determined requirements for administration, facilities,
staff and financing of the programs,

-established guides for determining how these programs
might fit into the overall mixture of manpower progranms
and services at the local level,

-developed the necessary guidelines and manuals for
effectively replicating the programs elsewhere,

~researched and documented the effect of the program on
E&D manpower clients and,

-produced monographs on salient aspects of project experi~.
ence, relevant to planning activities at the national
level for implementation of welfare reform and/or

~public service employment programs.

The project was initiated on July 1, 1970, and terminated

on October 31, 1973. Operation of the project was divided
into the following segments:

July 1, 1970, through October 31, 197¢: Planning, iritia-
tion, and startup, :

November 1, 1970, through June 30, 1971: Operations
limited to Chittenden and Lamoille counties,

July 1, 1971, through June 30, 1972: Statewide operations,
July 1, 1972, through June 30, 1973: Statewide operations,

July 1, 1973, through October 31, 1973: Evaluation,
writing, printing and publishing,
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FINAL TRAINEE SUMMARY SPECIAL WORK
Percentage of

As of July 2, 1973 Number Number Number Total Enrollees
Total Special Work _

Enrollments 656 100%
Completed Training 430 65, 6%
~Completed, Placed

in Employment 307 46,8%
-Completed, Placed

in Work Training 26 ) 4, 0%
Total Placements 333 50.8%

-Completed, Placed
in Education or

Skill Training 6 . 0.9%
-Completed, Awaiting -
Placement 91 o 13.9%
Terminated Training 226 34.4%
~-Good Cause 99 15.1%
<+Without Good Cause 127 19.3%
FINAL TRAINEE SUMMARY UPGRADING
i — Percentage ol
As of July 2, 1973 Number Number Total Enrollees
Total Upgrading Enrollments 144 100%
~Completed Training 118 81.9%
Upgraded 114 79.2%
Not Upgraded 4 2.8%
-Terminated Training 26 18, 0%
Good Cause 17 11.8%
Without Good Cause 9 /6.2%
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SECTION 1

INTRODUCTION

A. Purposc ol the Monograph

The linancial management personnel of the Experimental and
bBemonstration (k&D) Manpower Pilot Project in Vermont found that
there was a considerable number of financial variables which
could have a significant effect on the financial management of
future similar projects, This monograph illustrates the kinds of
problems these variables could have on similar projects and rec-
ommends a sot of guidelines which should be usclul in administer-
ing future Public Service Employment (PSE) projects,

This study does not consider the management of Upgrading
training projects as their number and dollar amounts involved
were considerably smaller than the Special Work (SwW) subcon-
tracts and their linancial management is straightforward with
fewer financial variables,

B. Outline ol the Monograph

This study consists of four basic parts, the first tnree pro-
viding background information to support the development of a sys-
tem for control ol similar PSE subcontracts described in the
fourth section, The monograph is outlined as follows:

Q ‘1
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1. A descriptive history of tie financial management of
Special Work Project (SWP) from the inception of the
project Lo the beginning of the third fiscal year,

2., A summary of the financial systems, procedures and
variables developed for and employed during the project,

3. A discussion of potential problems.thut could develop
in similar Special Work projects and the steps that can
be taken to avoid them.

4, Recommendation of a simplificd sct of guidelines for

the financial planning and management of PSE subcontracts
in general in the form of usable program guidelines.,
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SECTION [1

BRINE HISTORY O THIE PROJECT 'TO DATE

A, The Fivst }ZZLV - I'Y-1971

Under contract (£82-48-70-30) with the U.3, Department of
Labor (DOL), the Vermonl Deparvtment of Fmplovment Scceurity (DES)
commeneed project activities about July 1, 1970, In the first
vear, k& operations were located in Chiltenden County (Burl-
ington arca), a basically urban and suburban county with a
growing economy and population base, and in Lamoille County
(Morrisville area) which is largely rural, TABLE 1 gives an

TABLE 1

Summary of tTrainees Enrolled

From Inception of Projocl to Junco 30, 1972

Quarter Cumulative Number of lnceveasoe From
Ending Tira inpvs ILntrolled Preceding Quarier
3731771 98 —--
673071 116 48
9/30"71 204 58
1273071 34 137
3/31/72 487 146
630772 509 22

The period July 1970 to November 1, 1970 was considered the
planuing, development and stari-up phase of the project and
covers the period prior to the writingg of any subcontracts for
training, During this period, project statf!l requirements wiorve
cstablished (Sce APPENDINES A and B lov project stafl} at
begimming and end of {he project), and most of the positions wut-
lined in the appendiyys were filled, Visits wore made to on-
going projeets and development of a stafl training program w.
undertaken. Specilically related to SWP, a subcontract was de-
signed (APPENDIN Cl), preliminary budgets and number of slots
were established, development of a Management Intormation Syst
(.415) was begun, and fiscal procedures for accumulation of

M4
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oalance of $112,000. A summary of subcontracts by individual
subcontract was kept on a weekly basis through April 19, 1971,
when it was abandoned because of the time involved in main-
taining it on a current basis,

At May 1, 1971, a proposal for the second year of the pro-
Jject was prepared, which also countained the status of the'’project
as of that date. Approximately 30 subcontracts had been written,
which would have covered 130 slots for $210,000, if all slots
were filled.

In summary, there were periodic reports issued through
January 22, 1971, and the next formal report was issued as of
September 30, 1971. Informal records of amounts obligated and
spent under SW subcontracts were maintained through mid-April
1971, and monthly summaries of activity under SW subcontracts
were prepared in appendix form for required submission to the DOL.

B, The Second Year - FY-1972

In IF'Y-1971 the operaticnal and procedural guidelines were
laid, and pilot and initial operatiouns were begun, whereas FY-
1972 was the primary operating year of the project. This yearv
saw an expansion to statewide activity (Sec APPENDIX D for ul-
timate size) with operations at a peak in the second half of
the year., Compared to the first year E&D total projcct budget
of $500,000, a budget of $1,166,000 was adopted in FY-1972,
comprised as follows:

~SWP subcontracts.’........ e {iiiee... $ 698,000
-Upgrading trainiug subcontracts.,........... 90,000
-Eurichment projecis..... ....... Gt e e s e s ean 21,000
-Personnel sevvices - E&D personnel......... 281,000
~Project facilities............... C e e 43,000
-Travel........ e e e e e te e e e , 17,000
~ALL other ... i e e, e 16,000

FTOTAL....... ‘o et $1,166,000

Approximately 8500,000 of the increase was for SW sub-
contract salaries and related expenses. In addition, to having
more trainees during the second year, it was anticipated that
the average trainee would be in the program for a longer.period.

Finally, during the second project year, emphasis was placed
upon formalizing data gathering processes, coordination with the
existing Work Incentive Program (WIN), streamlining aduninistra-
tive procedures and the design and implementation of research

ERIC i

IToxt Provided by ERI



projects,

C. The Third Yecar - FY=1973

buring the third yvear of operations, there has been a grad-
wal decrease in emphasis on operations and an increase on documen-
tation and reporting ol project experience., This is reflecled
in part in the FY-1973 budget, which is down in total to
$872,000, The SW subcontract salaries comprise $5483,000 of this
amount, which is down from $698,000 in FY-1972,

Subcontract activity is expected to be heavy in the early

part of the year, declining to a windup of activity by June 30,
1973, Improvementis in financial controls, such as an implemen-
tation of an allocated amount of subcontracts cach district office
may write during the year (APPENDIX E) and periodic comparisons

of actual amounts obligated against amounts budgeted under sub-
contracts, have been instituted to bring about a smooth comple-
tion of Lhe project.




SECTION III

SUMMARY OF FINANCIAL PROCEDURES AND CONTROLS CONTAINED IN
THE PROJECT

In ovder to comprehend the potential problems that could
develop during the life of a PSE project and in order to
understand the recommended financial management guidelines pro-
vided later in this monograph, background information concern-
ing the systems and financially related procedures that were in
existence in this project is considered. Accordingly, this scc-
tion furnishes supporting information regarding billing and
fiscal procedures, fiwncial obligations under subcontracts, and
other financial variables experienced in the financial administra-
tion of SW subcontracts,

A, Subcontiracts and Related Procedures

The Vermont DFS designed three different subcorntracts
(APPENDIX C1l) for use with public, nonprofit organizations, with
other State agencies, and within the Department of Employment
Security, Each subcontract consisted of a standard two page
subcountract between the State and the subcontractor ond a pro-
posal section, The proposal included detail on the training plan
and its cost, a description of the scope-of the work and time
card and billing requirements, and a section on general contract
provisions. Additionally, a form has been devised to b2 used as
a basis for amending original subcontracts.,

The subcontract was developed in consultation with a contract
specialist from the Department of Labor; its primary purpose
was Lo establish the obligations ol both contracting parties and
to insure that the employer was made aware of his responsibilities
to the enrollee and the program,

In an effort lo duplicate a real liie work situation as
closeiy as possible, traineces receive the same benefits wherever
possible, as all other employces in the subcontractors' employ;
the employer pays the trainee his salary and any benefits directly.
Salaries and fringe benefits are funded up to 100% by E&D funds;
however, efforts were made to have employers underwri.e as much
of the cost as possible beginning in FY-1972. For the nine months
ending March 31, 1972, employers paid a portion of the costs on
approximately 55% of the slots under subcontract; in most cases
this was ten percent of the cost. The employer prepares an in-
voice to DES, based on the time card filled out by the employer,
and in accordance with the provisions of the subcontract,

Biiling is done every 30 days by the employer to DES,
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commencitig 30 days after the employee starts, in order to dis-
tribute the accounting work load as evenly as possible. Bills
are prepared on the combined time card and invoice (See attached
APPENDIX C3 - Form E&D-666) from instruction given to subcon-
tractors, Basically, the employer enters the enrollee's time,
signs the card as does the enrollee; the omployer then completes
the reimbursement section, signs it and forwards it to the pro-
Jject Manpower Specialist who reviews and approves the completed
form, Two copies of the form are forwarded to the State Depart-
menl of Finance for disbursement to the employer. Certain
short cuts have been devised in instances where there are more
than five enrollees in one subcontract,

Procedures for billing and documenting time have worked
well, The [ew problems that have arisen are mainly human lags
in billing by employers and errors in completing forms. A flow
chart of the existing billing and reimbursement systea is in-
cluded as APPENDIX F,

B, Mechanics Concerning Financial Obligations Under Subcontracts

The [ollowing »uformation is presented to explain the
accounting for rlinancial obligation under subcontracts and
the reasons that this obligation often differs considerably from
the amounts that are finally expended.

The project has utilized the Fiscal Section of the Vermont
Department of Employment Security for maiuntaining the routine
accounting activities of the project, as opposed to establishing
their own accounting and financial functions, which has greatly
simplified this area of project administration, Services per-
formed include payment of invoices and the related veview to

~ascertain that payments are properly supported and computed, his-
torical accumulation of subcontract costs, and billing to the
Department of Labor,

Subcontracts are written for a number of envollees for a
specified length of time at specilied wage rates, which when
extended and adjusted [or [ringe benefits and the employers'
st'are of the obligation, equal the total oblipgation under the
subcontract, For example, a subcontract is writtean for : 20
week period for two positions, paying $2,00 and $2,50 per hour,
respectively, for a 40 hour weck plus FICA at 5.29%. The
employer has agrced to pay ten percoent of the cost, The total
obligation is $3;402 computed as follows:

$(2.00 + 2.50) x 40 hrs, x 20 wecks = 33,600
$3,600 + 5% for fringes = $3,780
E&D pays 90% of this or = 83,402

In actual practice, the amount obligated under a subcon-
tract is usually greater than the amount spent under the ub-
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contlract because certain slots for which o subcontract is
wiritten are not filled or eurollecs are not always employed for
the full lenpth ol the subcontract, due, for example, to early
completion of training resulting in placement, -

The unused portion of obligated funds presents the most ditt-
icult problem in the financial management of the SW subcontracts,
The pgreatest mmount of unused subcontract obligations has been
accounted for by unfilled subcontract slots and was especinlly
significant in the earlier part of the Vermont project when sub-
contracts were often written belore enrollees were found., Later,
this diflevence was minimized when enrollees were located Fivrst
and subcontracts were written tailored to the enrollees' employ-
ability plans,

The Tollowing table summavizes the amount of funds originally
obligated and subsequently deobligited on the Vermont project,

TABLE 2

Approximate Amounts ol Funds Obligated and beobligated

!

Period Obligated Deobligated Deobl irg:l ted
FY-1971 $154,000 $50,400 33%
7T/Y/71 - 973071 248,000 ) 54,500 22%
October 1971 54,000 9,300 174
November 1971 66,000 15,400 238%
December 1471 130,000 13,100 10%
January 1972 130,600 22,800 187
February 1972 55,000 20,500 377
March 1972 13,000 6,600 514

The high percentage of deobligated funds in FY-1971 reo-
flects the policy of obtaining subcontracts and then find
teainees for these slots,  As this policy changed to that o ob-
taining subcontracts for a reservoir ol enrollecs, the deol G B
Lioh percentage was reduced, ‘The hipgh percentage in Februiasy and
Mareh 1972 was due to an overobligation of tfunds (hat was leatrned
ol in February 1972 and the necessary resultiung de-cmphasis in
filling available slots,

One of the goals of the project is to utilize the funds
available for SW subcontracts and expenses to the ulmost:
llowever, it is not possible to spoend funds over and above the
amount allocated for these expenditures. Therefore, it is

4
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desirable to know the exact amount of funds that will be spent
under existing subcontracts, so that the maximum number of sub-
contracts can be written for the remaining funds. There is a
practical problem of obtaining reasonably accurate curremt in-
formation on the amounts that will ultimately be expended,
Contributing further, there is apt to be a considerable time lag
between the time subcontracts are signed and obligations summar-
ized by the Central Office Staff (COS), and a lag between the
time the enrollee performs under the subcontract and the billing
is prepared and finally processed, especially when the volume of
activity is high,

To summarize this section, the financial variables encountered
during the Vermont E&D subcontract experience are listed in out-
line form,

C. Summary of Financial Variables

1. As to subcontracts, the foilowing distinct variables
are contained in each subcontract and are tailored to
each subcontract:

a. the wage rate paid and the number of hours per time
period to be worked,

b, the length of time a trainee is under subcontract,
¢. the number of trainees under each subcontract,

d. the percentage of total cost Lo be paid by the
cmployer,

c. the trainee's fringe benefits included for each
subcontract.

2, Possible differences between the amount originally
obligated under a subcontract and the amount actually
spent are:

a, premature termination by trainece - either placed in
a job or dropping out,

b, trainee absent from or not reporting for work,

¢, slots JTov which subcontracts are written, bat
for which no trainee is hired,

3. Internal accounting and information flow delays and
ptroblems are possible because of:

a, erratic * billing by employers,
b, errors in employer invoices, such that approvals

and related payment is held up,

~ 10




¢, tinancial record keeping is maintained by the
department not under the control of the project
management,

d, subcontracts are written and most f{inancial input
information is prepared at the local office level,
reguiring communication of information to the
central office.

4. The length of the subcontiracts may be dictated by the
necessity to annually refund the project.

5. The Training Related Expenses (TRE) to be paid to the
trainees.

An awareness and control over these financial variables
will minimize any potential financially reloted problems with
the project,

1 1/ .
ERIC

Aruitoxt provided by Eic:



SECTION IV

Latd)
OF

[AL PROBLEMS THAT COULD DEVELOP IN THE FINANCIAL MANAGEMENT

ROGRAMS ™ AND “TTE_STEBS TN CAN BE T TAKEN TO AVO T TITES

EN1IAL
SEPR

D

From a financial management viewpoint, the goal of a PSE
proguram is to utilize funds allocated to the program to the
maximum of their availability, but not to overobligate tunds.
This utilization should be implemented in a smooth, ecven manner
to the extent possible to minimize program divection changes at
the operations level, It is emphasized that the potential prob-
lems are in the area of subcontractl salatries and related iteas
as opposed to the management of intevrnal project staff costs,

The previous section concludes with a list of financial
variables which must be adequately controlled to varying de-
grees to assure the success of the project, Considered in the
order of importance, the potential pitfalls arising I'rom these
variables are enumerated below, tollowed by a discussion of how
they may be avoided,

L. Funds may not be _optimally utjilized i1 the project

managenent is notl awave, on a currvenl basis, of ihe Tunds Chat
will be oxpended for subcontract satfaries and related u)sts.

e e e e o it s e ’
As a corollary, tolal obligated funds cannot be relied upon as
a barometer of the project slatus,

At any point in time the project Manager can determine the
total obligation under P3K subcontracts from a summary of
completed and live subcontracts,  However, as pointed out in the
previous section, o substantial portion of obligated funds may
never be oxpended,

The experience of the Vermont project is an example to
itlustrate this point.  As described in the history sccetion,
the BE&D Central Office Staflt RKept an intformal account ol {inancial
oblizations under SW subeontracts through mid-April of the first
project yvear, FY-1971,  This volume of acetivity during this in-
itial period was relalively small, which Tlacilitated the informal
system, .

™~

Durving FY=-1972, the number of subcontracts and slots rose
quickly as the subcontract development gained wmomoentum and the
project expanded to a statewide opevation, The Fiscal Scction
at the Central Office continued to perform a bookkeeping func-
tion for the project by paying the bills and recovding funds
expended, accerued, and obligated., Project manapgewent monitored
the level of expenditures on Special Work salavies by velying upon
slot levels attained and the monthly swmmaries ol amounts

8]
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conmitted for SW subcontracts forwarded to the DOL,

At the end of January 1972, a small overobligation in SW
subcontracts was discovered, just as the project was meeting
its end-December slot target. The plan for slot development
called for a gradual expansion of the number of (illed slots
through the end of March, with this level to be maintained until
the end of June. llad this been accomplished, the accumulated
Special Work obligations would have amounted to $1,100,000 by
the end ot FY-1972, as against $842,500 budgeted for FY-1971-72,

By the middle of February, the COS realized that they were
overobligated on SW subcontract salaries by approximately $44,000;
this, however, did not consider any unfilled slotls or unused
time on existing subcontracts, which ‘would ultimately reduce the
amount that would actually be spent. The programmatic result
was an immediate freeze on subcontract development in the midst
of a long, hard successful drive Lo harness the staff and re-
sources of the DES local offices to sell Special Work. Just as
local office managers were beginning to use and appreciate
long~-term subsidized PSE as a valuable tool in their local labor
market repair kit, the E&D Central Office was forced Lo jerk
that tool out of their haunds,.

Fortunately, an overexpenditure of funds on the Vermont
project didnot develop, since there was more than a sufficient
amount of obligated funds that were able to be deobligated,
as all obligated funds were not expended on certain subcon-
tracts. There was, however, some disruption of the program,
as the empliasis on writing additional subcontracts had to be
abruptly terminated.

This problem could occur in reverse. If a project had
obligated only allocated funds for a fiscal year and if an
extensive amount of obligated funds ware not ultimately ex-
pended, substantial amounts might remain unspent at the end of
the period,.

The cure for potential overspending and other areas re-
quiring information for control is a sound budgeting system. Be-
cause of the number of financial variables associated with this
type ot project, it is imperative that a detailed budget be pre-
pared and actual results compared with the budget on a timely
and frequent basis.
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Preparation of a working budgetlshould begin upon re-~
ceipt of notification of the funds to be allocated to the pro-
Ject, or sooner if support for the allocation is to be prepared
by the project management. From the experience of the Vermont
project, the following procedures for preparation and implemen-
tation of the working budget are presented (See ILLUSTRATION 1),

In conjunction with local office managers, determine on a
monthly basis approximately how many slots subcontracts can be
written for and the leugth of time each slot will be filled.
Possible constraints will be projects terminating at the end of
a fiscal year and the length of time, on the average, a traince
should occupy a slot. These slots must then be costed out at
the average monthly wage and adjusted for fringe benefits and
the portion that the employer will pay. In the Vermont project,
the average monthly cost to the program was $371 per trainee,
through March 31, 1972, Approximately 45% of the slots were
funded in part by employers, the amount usually being ten per-
cent of total costs. The number of slots available will, ot
course, have to be tailored to funds available, Each local
office will now have a slot budget similar to that in APPENDIX K,
The slot budget can be compared to the actual number of sub-=
contracts written and revised as necessary, based on the collec-..
tive actual number written by each local office.

By the end of the third month, a number of subcontracts (f»r
the new fiscal year would have bLeen signed, All subcontracts
relating Lo the old year would have been completed and should
have been closed out, or at a point where total expenditures
could be accurately estimated. 'Thus, the amount expended on the
previous year's subcontracts would be known, and funds available
for the new year, counsisting of the new year's budget and un-
spent amounts remaining from the prior year, would be known,
Next, subcontract obligations entered into through the third
month would be accumulated. The amount that would not be spent
on these subcontracts at the present date would be computed,
either by estimating based upon past experience of the percentage
of Junds obligated that were not spent or by analyzing the status
of each slot under subcontract. The former is an overall test
that can be performed at the Central Office level, the latter a
more detailed method that would be done at the local office level,

15 working budget is especially useful when there is a con-
siderable amount of uncertainty about the future. A budget or
plan is established at the beginning of the period in as complete
a manner as possible with the information available. Then, as the
period progresses, changes are made to the original budget--in
effect, updating it--as new information about the period Lo date
and the future portion of the period becomes available,

15
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From the above information and the experience gained about
subcontracts, such as average length of time a trainee occuples
a slot and average cost per trainee-month, the working budget
for the remaiuder of the fiscal year would be revised as necessary
to reflect the estimated amounts and timing of these amounts.,
Revisions would also be made to the local offices slot .budgets,
reflecting the above,

On an informal basis, the working budget would be updated
at the end of each of the fourth and fifth months, If it
appeared at this time that a danger of overobligation existed,
a more thorough analysis would be necessary.

The procedures outlined at the end of the first quarter,
including bringing information regarding obligatiouns, deobliga-
tions, and estimated deobligations up-to-date, would be repeated
at the end of the second quarter. The refinement necessary would
be determined by the nearness estimated expenditures were to the
funds available and the extent of the smoothness desired for
winding down the project,

The avove procedures would be continued on a monthly and
quarterly basis throughout the project's fiscal year.
ILLUSTRATION 3 included in the tinal section of the monograph
supggests a monthly status report which would summarize the fi-
nancial status of training salaries semimonthly,

2. Slot levels cannot be relied upon as a basis for con-
trolling subcontract costs,

Using the Vermont E&D Project as an example again, the
COS had relied on slot levels attained to monitor obligations
under SW subcontracts., For FY-1972, slot levels were budgeted
at 300 slots for an average length of time of nearly eight months
each. To understand the concept of control through slot levels,
information on slots from two weekly status reports is provided:

December 27, February 28,
1071 1972
Active slots 269 336
Completed training in
FY-1972 43 55
Terminated prior to com-
pletion of training
FY-1972 49 « 97

Information regarding slot levels was current and accurate,
because the (0S maintained a log which recorded each incoming
subcontract and the number of slots available. A weekly summary
of this information was expanded to include the dollar amount of
the obligation; thus, on a current basis, project management was

17
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aware of the maximum possible obligation,

With the advantage of hindsight, the following are problems
in gauging the status of the project by using slot levels:

a, No consideration is given to length of time an individual
occupies a slot,

b. No consideration is given to cost of active and/or
completed slots,

¢. Funds are relecased by slots no longer active because of
reasons other than completion of training.

Because of these reasons, slot levels do not provide satis-
factory information in gauging costs obligated under these sub-
contracts., Additionally, the information may no’. be current and
accurnte when volume is heavy and a number of subcontracts have
been formally agreed upon but formal processing has not been
completed.

Rather than using slot levels as a measure of costs, the
project should control training salary costs thiough control of
actual costs incurred in each slot, as described in the dis-
cussion of the first potential problem area.

The entire idea of a decentralized budget (APPENDIX E),
which is being used in FY-1973 in Vermont, goes + long way
towards controlling subcontract salary expenditures., This bhudget
is of assistance in three ways. The amount ol planned subcon-
tract activity in each local office is known, which is helpful
in formulating offlice staff requirements. The budget allocation
for each office can be reviewed periodically for reasonableness.,
For example, a small office might not p actically be able to
fill all allocated slots; these slots could thus be transferred
as early as possible to an office which would be able to fill them.
Finally, it enables the district office Manager to program his
timing of subcontract training commitments in an orderly fashion
for the remainder of the year. He will know approximately how
much he could obligate and the timing of the obligations, and he
would thus be able Lo plaa the use of statf time in an optimum
manner for the year, [t would minimize, lor exanple, the possi-
bility of being told to cut back on writing subcontracts and .
later having to reorient his staff when it appearcd that substan-
tially more funds were available than originally anticipated.

3. The project's training salaries and related vosts should

not be controlled solely from the project Manager's oifice.

This means, in essence, that the local offices should not
have a carte blanche to write subcontracts, which is no control
at all at the Central Office level; nor on the other hand,
should the Central Office maintain all the controls over each
subcontract written.

18
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The Vermont expeirience is a case point. As described in
the history section, the project went statewide in FY-1972;
this consisted of growth from two to 12 local offices. In
FY-1972, no effort was made to control subcontract amounts
written by allocating budgeted dollar amounts or estimated slots
to each of the offices. Because of the large volume during the
middle of the project, it became physically impossible to control
the amount of subcontracts being written at the local office level
through a centralized budget at the Central Office.

To improve the control :ystem, the COS instituted the folluw-
ing major improvements in FY-1973:

a, A decentralized slot or man-month allotment (APPENDIX E),
costed out at current average monthly costs, was pre-
pared for cach of the operating offices. This resulted
in a budget number of slots and costs for each office
for each mounth of the year. Additionally, in preparing
the budget, emphasis was placed on heavy slot develop-
ment at the beginning of the year, with a gradual phasing
doewn of activity as the project approaches termination on
June 30, 1973,

b, Greater emphasis has heen placed upon having personnel
atl the local offices advise COS on a current basis of
additional funds available by deobligating unused sub-
contract amountis, which arise from dropouts, placemeunts
and unfilled slots, ‘

4. Project management must be sufficiently c¢lose to the
project in order to be aware of unusual activity when it arises
and to take necessary remedial action on a timely basis, 1if
necessary,

Three such examples of unusual activity avose during the
Vermont project experience: a short period of heavy subcontract
renewals, a few relatively large subcontracts in terms of dollar
amounts, and periods of higher than expected volume of activity,
resulting in delays in obtaining information. ‘These are dis-
cussed briefly in order,

Many subcontracts that were written in ecarly FyY-1972 ex-
pired near the end of December 1972, resulting in a potential
sizeable increase in the obligation if the expiring subcontracts
were renewed. Because of the soft labor market at the time,
many of the subcontracts were renewed; this contributed to a cer-
tain extent to the aforementioned overobligation of funds,

Because most projects of this type are refunded’ annually
and since many subcontracts are written for a period of six
months, subcontracts tend to expire in bunches. Project man-
agement should be aware of the potential impact of subcontract
renewal on available funds during these peak periods.
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Occasionally, a large institution may take an unusually
high number ol enrollees, accounting for a substantial portion
of budgeted salaries. 1In FY-1972, one subcontract was written
for an excess of $80,000, roughly ten percent of the entire
year's budget. This could cause an undesirable situation in
an overconcentration of activity with one employer or a poten-
tial overobligation of funds, '

A control such as requiring prior notification to the pro-
Ject Director during the negotiation stage of subcontracts over
a certain minimum would help alert project management to poten-
tial overobligation situations and could be implemented with
minimum addition to project administration. From the Vermont
experience, as indicated in APPENDIX G, few subcontracts would
be subject to this type of approval; however, the dollar impact
of these subcontracts is counsiderable,

Again citing the Vermont E&D Project, during the period
of heavy activity at the middle of the project, there developed
a four week time lag between the date subcontracts were signed
and the date the Central Office compiled statistical information
regarding these subcontiracts,

The time lag arose because of the heavy volume of subcon-
tracts being processcd during late 1971 and early 1972, The
weaknesses of certain statistics that COS had relied upon for
management information were compounded by the delays in prepar-
ing summaries. Thus, for example, the December 31, 1971 summary
was not completed until the end of January 1972, when a poten-
tial problem was imminent,

To circumvent possible similar delays in FY-1973, the pro-
Jject management developed closer communication with the local
offices. The Central Office was advised promptly of new subcon-
tracts signed, and trainee status reports were submitted immed-
iately; therefore, traineces added and deleted are now promptly
known,

5. Adequate attention must be paid to sccuring experienced
financial management personnel for the project,

This is particularly important where the PFiscal Scction is
cseparated from the project management and the project birector
is not well versed in the financial aspeoets ol PSE projects,
Using the Vermont E&D Project as an example, the key point at
which major emphasis might have been placed upon the financial
management of the project was the date at which approval for

the second year funding of the project was obtained. At this
date, it was known that the project had gone from a small pilot
operation into one involving approximately S$850,000 in SW subcon-
tract salaries and related expenses, with the possibility of in-
creased funding for a third yearv.

It appears that two choices were available: the hiring of
an experienced financial director or the placing of greater
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emphasis on the financial management by the existing COS, uti-

lizing its own staff and working to a greater extent with the
Fiscal Section,

Such factors as the ultimate estimated size and duration
of the project, the experimental nature of the project, funds
available for staff, and the availability of a qualified person
for a relatively short period of time have to be evaluated in
deciding upon the structuring of the financial management, A
full-time financial director may not eliminate all the firancial
management problems, but such problems will be minimal and
competence will be available in the event the unforescen arises.

6. Summary of miscellaneous problems and their solution.

a, Erratic and erroneous billings by employers, Cer-
tain employers apparenlly are not pressed lor operating
funds and may tend to be slow in submitting invoices or
in following up improper invoices. Local office managers
should be instructed by the Central Office to contact re-
miss employers and to provide promptly follow-up on errors
in billings with employers. In addition, simple instruc-
tions providing adequate detail on billing procedures should
be utilized. Billing procedures used in the Vermont pro-
Ject are attached as APPENDIX F,

b, Delays in traunsmission of information from the opera-
ting offices to the Central Office. It should be remembered
that although operating offTices are normally cooperative,
they do not have need for most of the financial reports
from the project and thus may not have the natural incen-
tive to provide the information on a timely basis, There-
tore, supervision of this function from the Central Office
is necessary, -

C. Information provided by the Fiscal Section, The fiscal
office provides the accounting and velafed vecord keeping
function for a project of this type as well as many other
department functions, -Fiscal is often able to provide the
project management with helpful financial information;how-
ever, the information must be requested. As an example, in
the Vermont project, it might provide the following:

(1) A semimonthly listing of subcontracts completed,
indicating funds that have becn deobligated.

(2) The c¢loseout of all old inactive but not completed
contracts, by working with the COS and the loual
offices as necessary,

~
W
N

A monthly list of all subcontiracts on which the
employer is more than one month late it submitting
invoices, so that the COS can prod the employer ot
locate and solve any billing problems,

21
Q

ERIC

Aruitoxt provided by Eic:



E

(4) Assistance as necessary to Central Office financial
management in accumutating estimated amounts that
will be expended under present subcontracts,

There are possibly certain disadvantages to having the fi--
nancial funetions pertovmed by another department. Theve miy be
instances of duplicate record keeping, and the project management
may not be fully aware, on a timely baslis, of all the important
financial information concerning the project,

A separate PPiscal Section may do an excellent record keeping
Job, but it is important that it be contacted by project manage-
ment to provide financial information useful to administering the
project, In essence, the project managers must be aware of the
financial information required and request it from the accounting
department,

22
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SECTIOM V

A SIMPLIFIED SET OF GUIDELINES FOR THE FINANCIAL PLANNING AND
MANAGEMENT OF PSE SUBCONTRACTS

The goal of a PSE project from a financial viewpoint is to
utilize allocated funds to the maximum of their availability
(but not to overobligate funds) and to perform the task in the
smoothest fashion possible., The existence of problems and those
created by the aforementioned financial variables can make this
quite dillicult, depending on. the severity of problems created
by any one or combination c¢f variables., For example, delays in
employer billing may make it difficult to determine the amount of
funds that will be eventually deobligated. Likewise, the dis-
covery halfway through a project year that substantially more
funds are available than thought will create havoc in the local
offices, as they must change their direction from monitoring and
completing existing subcontracts to locating trainees and writing
new subcontracts,

The following financial management program has been designed
to considevr and control these variables to the greatest extent
possible while retaining maximum flexibility in the program and
realizing that a sound [inancial program is not an end in itself
but a means of assisting in maximizing the overall success of the
project,

The following outlines the responsibilities of the various
administrative levels involved in the financial wmanagement of a
PSE project., A discussion follows the outline, except for re-
sponsibilities of the Fiscal Scction and Finance Department,

whose functions are detailed in Section III,

1. Planning Prior to Commencement of Project. Tour steps are
listed below that should be accomplished during this stage:

a, Determine the scope of the project, From the flinancial
viewpoint, this mecans a rough estimate of Lthe length of
time and dollars involved and an idea of the allocation
of lunds -- e,g. administrative salaries, cmployment
salaries, ctc.

b. Decide on a rough basis the complexity of the financial
varviables affecting the project; then hive the personuel
with the appropriate experience to control these variables.

¢, Determine the flow of accounting and [{inancial information
and the related controls that will be vequired.
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d. Develop an overall project financial plan and a more
comprehensive operating budget for the first year's
operation, ' e

Central Office Staff:

a, Aggregate a rough budget for the fiscal year's subcontract
salaries (rom the estimated number of slots multiplied by
the average length of time an enrollee will occupy the
slot, multiplied by the average cost per slot for each
local office.

L., Allocate the budget to the local offices, breaking the
year budget down on a monthly basis (APPENDIX E).

¢, Prepare monthly comparisous of actual and budgeted
amounils expended for subcontract costs and information to
be obtained from local offices; revise local office budget
allocation if necessary,

d. Supervise the [inancial management vrespousibilities of the
tocal office staff,

e. As a control, maintain a log of all new subcontracts, as
suggested by APPENDIX Cd.,

Local Office Starlf:

a, Maintain currvent monthly trecords of amount of funds alloca-
ted for subcontract salaries and amount of funds obligated
and expended under suciti subcontracts for particular local .
offices.

b, Deobligate monthly any funds that will not be spent under
active subcontracts,

¢. Resolve dilfevences and tollow up any problems with employ-
ers regarding employer invoices or enrollee salaries, in-
cluding assisting and prodding employers in arrears on
invoicing, under supervision of COS,

Fiscal Section - DES (Sce APPENDIX F and TABLE 3);

a. Employer billing,
(1) Prepare  pay voucher for finance after determining

that employer invoice is properly prepared and

supported,

(2) Record amount in ledger by subcontract.
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b, Reimburscement from DOIL..

(1) Prepare monthly accrual of amounts due from DOL and
invoice DOL accordingly.

(2) Record accrual for each subcontract in ledger and

adjust accrual for differences from previous month's
actual cost,

¢. Record maintenance.
(1) Maintain current record of amounts obligated (and any

subscequent deobligations) and expended under ecch
Special Work subcontract.

—
oo
—

Provide monthly reports of amounts obligated, deobli-
gated and expended, and of subcontracts closed out for
COS to use to compare with its records.

5. Finance Departiment (Agency of Administration) makes payment
to employer afler additional check of voucher prepared by
Fiscal Section.

A, FPlanning

It goes without saying that this is the most important factor
in realizing whether or not the financial aspects of the project
will be successftul,

Financial planning should commence prior to the initial pro-
ject funding request., Ideally, the estimated size and the length
of the project, in terms of dollars and staff, should be deter-
mined. The project Manager, in consultation with the administra-
tive participants at the operating (local or district office)
levels, should estimate the number of slots per year over the life
of the project that they believe they will be able to fill, con-
sidering both potential employers and employees (trainees) within
the gecographical area covered by the project., Additionally, the
average length of time an individual will occupy a slot and an
estimate of the slot cost to the project should be made.

For cxample, in the Vermont E&D Project an average of six
months was used for the subcontract period. This time was selec-
ted in order to reevaluate the subcontract with the employer to
determine if the trainee could be hired on a nonsubsidized basis.
Experience has shown that most subcoutractors will not hire the
enrolliee until the conclusion of the subcontract period. An
additional factor in the selection of a six month slot length was
to reevaluate the subcontractor to see if the training provided met
the requirements of the project.

This information will be of great benefit in planning for

future projects of this type. Estimated fringe benefits and the
portion of costs to be borne by employers would also be
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considerations in establishing estimated slot cosls,

Prior to formally requesting funding and, more ideally,
during the above planning stage, the financial management of
manpower of the projectl should be decided upon and brought into tho
formulation of the dollar amounts of the project, The decision as
to how "heuavy' or experienced the individuanl must be will depend
ot such variables as the size and relative complexity and the
accounting system adopted for processing and controlling project
receipls and disbursements., For example, if the existing agency
accounting department can be used as was done with this project
in Vermont, as comparved to establishing o new accounting systenm,
financial administration should be greatly simptified. If the
project management does not have a strong financial background
and interest, the accounting and Fiscal sections and their agency
or outside consultanis should be utilized to establish the f[i-
nancial position requirements and to evaluate applicants,

At this point, still prior to commencement of project opera-
tions, the system of financial information and the related
controls should be designed. The data forms, such as those with
the employers, time cards, billing lorms, logs, and bOL reim-
bursement procedures, should be designed "towards the goal of
simpliflying procedures as much as possible without sacrilicing
control, 7The basice data forms used by the Vermont praject and in-
formation flow chart covering the procedures usced are attached as
APPENDIX (0 o discussion of their use and implementation is under-
tTakeil Tater in this scetion.  For forms to be filled out by employ-
ers and others who are not an intepmval part of the financial
management of the project, simple and concise procedures on filling
oul forms should be prepaved, In designing the forms and informa-
tion flow., adequate consideration to the variables described earlier
in this section, plus olthers that are unique with respect to each
particular project, should be given adequate consideration,

B. Respousibilitios of the Central Office Starttl

For an operating, as opposed Lo an experimental, project, the
lTong range plan is a rough guide to the financial scope of the
project and is helpful in determining tinsucial staffing, facil-
ities, complexily and detail of accounting system,  The detailed
aperating budgel has been discussed ot length o in {he sectin o
potential problems and theiv solutions, However, the following
key points are stressocd:

1. Decentrolization, Nspecially on a lavee project, as was
Tearned from {he Vermont experience, this coneepl is nost
important in preparing and controlling through budgels,  lac
coacepl is Lo divide the project into component activity
centers - e.g. district and local oflrices in this project -
at which costs are accunmulated, Costs and/or slols are
budgeted for each of these centers, Then the toldl budget is
accumulated from the sum of each center's budget. The fund-
ing request should be built in thig manner, and final addi-
tional funds or shortage of funds ultimately approved can be
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reallocated to the local level by the COS. Periodic compari-
sons with the local level budgets are then made with actual
operations, In this maunner, problems can be located and funds
reallocated with minimum trouble,

2., Periodic Comparisons Between Budget and Actual Amounts. This
must be done for satisfactory funds control of the ongoing
project. DBudgets are excellent for quantifying plans, but
to be useful as a measure of control over expenditures,
comparisons with actual results must be made, This may be
dotie by using elther subcontract slots or man-months of

. employment rather than dollars, if adequate control over fi-
nancial variables affecting the former methods is possible,
However, based upon the Vermont project experience, controll-
ing through dollars is considered to be the most effective
method,

The [requency of comparison is normally monthly; however, this
may vary depending on, the cost and eflort to obtain necessary
informatiou and the depree of risk associnted with not knowing
the exact curvent status, As well as aiding in avoiding fi-
nancial pitfalls, such comparisons assist in preparing re-
funding requests, which often must be undertaken considerably
well in advance of the date that the current general contract
will expire, and in maximizing the use of available funds by
allowing the (0S to reallocate funds from offices with sub-
stantial unobligated funds to those offices which are better
able to use the funds,

3. Sullicient belail, The budget and the accompanying methods
ol accumulating actual data must be provided in sufficient de-
tail so that meaningful evaluation of results is obtained,
For exnmple, in PSE subcontracts, the budget must be prepared
from the basic unit - the slot or the man-months, and the
dollar cost of each of these.,

4, Balancing of Costs and Beonefits, It must be realized that any
financial information and control system will not provide every
scrap ol information desired, and there comes a point where
the cost and effort to obltain the information is not worth the
benefit derived, For example, in the Vermont project, better
control might have hecen realized by determining on a frequent
basis Lthe exact amount of funds that would not be used oh ex-
isting live subcontracts. However, duc to the experimental
nature of the project, such a system was rightfully determined
not to be feasible, since the benefit was not considered worth
the time and the cost,

It is important early in the project to establish an informa-
tion flow that will provide the project Manager with a current
reading of the project stagtus without burdening him or the project
with numerous unnecessary forms, data and reports which, in addi-
tion to burdening the project, often detract from those reports
which are important, For example, on the Vermont project, a
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monthly detailed summary listing gAch subcontract and pertineunt
information from the subcontract was required by the DOL, It
ran as many as 30 pages, and totals did not tie into any other
report and appeared to be of no worthwhile benefit. It could
have been replaced by a one or two page summary which would have
provided considerable information in an easily readable form.

The attached flow chart QLLUSTRATION 2)summarizes the impor-
tant events and sugpgests forms and reports that should be pre-
pared from these events in the operation of a PSE program.

Copies of the various forms and reports are included in the appen-
dix with an explanation of their purpose.

Based on the experience in this project, a semimonthly sub-
contract status report (ILLUSTRATION 3) has been designed to en-
able the project Manager to obtain at a glance a concise reading
of the project's financial status on a frequent basis. The pur-
pose of this report is to enable the project Manager to gauge the
status of Lhe moslt dxfflcult variable to countrol, namecly the
amount of funds he Hhas remaining to deobligate., It will be of
use ounly il it is prepared on a timely basis and the information
contained therein is accurate. The line items in the report and
the supporting information required are discussed below,

The first three lines compute the total amount of funds
available to write subcontracts for the current fiscal year; the
first two lines are needed only it the project is in a second or
later year. The amount expended through the prior fiscal year
will be an estimate at the beginning of a new year but will be-
come a final amount after all subcontracts related to that year
are closed.

The next section breaks down the current year into actual
expenditures on completed subcontracts plus the amounts obligated
on active subcontracts., This is then reduced by formal deobliga-
tions and estimated amounts that will be deobligated on active
subcontracts. The latter estimate can be based on past experience
adjusted for any known changes or, more precisely, it can be oh-
tained from local offices' analysis of active subcontracts, The
remaining items on the report are self-explanatory.

There are two alblernatives in controlling costs lTncurrod
under subcontracts -- citbier by man-monlhs of activily coupled
with an average cost per man-month or Ly maintaining detailed
records ol expenditures tor each subecontract, Tthe lFormer is con-
siderably simpler, but less accurate; although average costis per
man-month did not fluctuate considerably, they could fluctuate,
especially with small activity. From experience, certain hourly
wages were in excess of twice the hourly rate ol others., The
latter method is considerably more time consuming, but, Jiach more
accurate, In Vermont, during the third year, it was d001ded that
this method of detailing information would be used, and such rec-
ords would be kept at the local office, thus spreading the workload,
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ILLUSTRATION 3

Subcontracts for Traihing Summary Status Report

For semimonthly period ended

Training Salaries

Total funds available, entire project $

Less. Expended thiough prior fiscal year

Balance remaining, current
fiscal year $

Funds expended on this year's ’
completed subcontracts\to date $

Total obligation on uncompleted
subcontracts (through subcontract number)
to date $

Less. Amounts formally decbligated
¢cn above uncompleted subcontracts (

Estimated amounts on active
subcontracts that will aot be
expended {

Balance

Less. Funds transferred or estimated
to be transferred from SW sub-
contracts for training salarics to
other purposes

Balance, representing
amounts that may be
obligated for future
SW subcontracts salaries
and expenses $
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This method was tried in the first year at the Central Office
level, but it was abandoned because of time pressure. The man-
month average cost method is used in preparing the funds budget
allocation to each local office.

Local offices can be expected to be cooperative in provid-
ing financial input to the project management, but only under
request and supervision by the financianl management. Local
office Managers are concerned only to the minimum extent necessary
about the financial aspects of the project., The local office
does not directly benefit in providing trainee status data to the
Central Office or policing employer billing problems. Local
office personnel are concerned with costs primarily to the extent
that they do not write subcontracts in excess of the amounts they
have been alloted. For these reasons, if expenditures are con-
trolled through detailed subcontract analysis, supervision by the
Central Office staff will be necessary. It is difficult to rec-
ommend which of the two methods is best, ard it will depend on
the particular PS¥E project. For example, if most slote are of the
approximate same duration and cost per hour, the man-month method
should work satisfactorily,

Even in a program whose planning caunot be faulted, opera-
tions usunlly differ to a certain extent from the budget or plan.
Most events and areas where potential problems can occur have
been fully expressed in Section IV of the monograph; they are
summarized in the form of a brief guideline here:

1. Coordination with the local offices should be on a continu-
ing and scheduled basis. The position of the local office
has been outlined under planning, Specifically, financial
management personnel should visit the local offices on a
regulnr basis to answer questions and to follow up billing
“irregularities, subcontracts not closed out, terminations,
trainee slot allocations and projected future activity as to
subcontracts.

2. The working budget should be revised as necessary when new
information becomes available or when conditions have changed.
Variances o! actual operations from budgets should be prompt-
ly investigatled and revisions to the budget made or corvec-
tive action taken, ‘

3. Coorvdination with agency PFiscal Section should be undertaken
to assure accurate and current information regarvding net
funds obligated, follow-up on employer billing and payment
delays, completed subcontracts not closed out and estimates
of funds to be spent on current subcontracts.

C. PResponsibilities of thie Local Office Staff

This financial management system is designed around the
principle of decentralization, which entails the peneration of
most of the detail at the local office level with supervision at
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the Central Oftice level, This priunciple is ideally suited to
PSE subcontracts in that the local office is in the -position to
know: it is in contact with the records and sources of informa-
tion -- employer invoices, subcontracts, allocated budget, un-
filled slots that might be deobligated, the employer and the en-
rollee.

When a subg¢ontract is written, the local office recerds the
amount of subcontract funds obligated and the corresponding re-
duction in funds that may be obligated in the future. On a
monthly basis, the amount available for future obligations can be
updated by adjusting for funds which will not be used on exist-
ing subcontracts and, hence, which may be deobligated. The bal-
ance of unobligated funds can then be compared with that of the
COS which has been prepared from its own information and that of
the Fiscal Section,

The local office is the contact with the employer and the
enrollee. Consequently, potential financial management problem
areas -- such as erratic employer billing, errors in invoices and
enrollee absenteeism -~ should be resolved to the exteut possible
at this level.

In summary, (he Vermont project was experimental by defi-
nition and nature, and although every effort was undertaken to
design and implement a sound financial system from the beginning,
changes were made to the original system as actual experience
pointed up shortcomings of the original design,

By the fall of 1973, Vermont's financial management system
appears to be sound and well functioning. ‘The one recommendation
of this report is that an overall summary status report similar
to ILLUSTRATION 2 be impl:xmented to tie all the financial re-
porting information together into a one page summary, More than
the information that is contained in the report, its preparation,
if done properly and currently, should insure that the Central
Office financial staff knows exactly where (he project stands as
to funds expended, obligated and remaining to be spent on future
subcontracts,

From the experience of the Vermont project, 1t can be
stated (hat the project's financial management should make cvery
effort to know where the project stands on a current basis to

maximize the project's goals -- to utilize project funds to the
maximum ol their availability (but not to overobligate funds)
and to perform the task in the smoothest possible fashion -- a

task made difficult because of the financial variables inherent
in this type of a project.

Other points learned from Vermont's expericuce:

1. Importance of decentralized budget and control of
subcontract salaries and expenses,
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2. Importance of
sufficiently
Cause of the

the project:
close to the
financial vay

s top management {o he
activity of the project, be-
iables involved,
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SECTION VI

S UMMARY

This monograph describes the financial history of the pro-
Ject, discusses the financial procedures and controls of the
project experience, enumerates and discusses potential problems
that could develop in the financial management of Public
Service Employment programs, suggests steps that can be taken to
avoid them, and proposes a program for the financial management of
PSE projects of this type in general,

The experience in this Experimental and lemonstration
Manpower Pilot Project affords an excellent case study for this
monograph, because during the height of Special Work subcontract
activity there developed an overobligation of SW subcontract
funds. The overobligation did not develop into an overexpenditure,
and subsequently an improved set of systems and controls was

tablished. The project management believes that the problems
occurring involved factors that would apply to all manpower pro-
grams involving the employmeni of trainees or clients,.

History:

The monograph traces the history of the project from its in-
ception in July 1970 to the present and discusses the financial
procedures and controls, and the basic data record system employed
by the project. A significant portion of this section traces the
growth of the project from a small pilot program in two offices at
the start to a project budget in excess or one million dollars in
the Fiscal Year 1972, with a progrvam covering the entire state,

Financial Procedures, Controls and Variables:

Assistance in understanding the financial management of the
project is provided by a discussion of the fiscnl procedures, fi-
nancial obligantions under subcontracts and ctner financial vari-
ables, The section concludes with a summary of the financial
variables that can be expected in the administration of PSE sub-
contracts, The section explains the concepts ol subcontract ob-
ligations and how this amount may differ considerably f{rom
amounts actually expended,

Potential Pitfalls and Their Avoidance:

The third part of the monograph describes the financial
management experiences learned from the E&D Project in terms of
a discussion of potential problems that can be expected in the
financial administration of similar PSE programs and the steps
that might be taken to avoid them or minimize their effects.
The emphasis is on the difficulty of knowing exactly where you
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-
stand on training salaries due to the differences betwecen ob-
ligated and the actual expenditures. Recommendations, based on
the experience of the Vermont project, are presented which

stress and cxplain the necessity of sound budget system in order
to realize the goals of the project. In addition, this section
discusses methods of controlling subcontract costs, recommending
improvements over the method of using slot levels as a guide.

The importance of a decentralized man-month budget is stressed to
improve the control over training salaries by having bhudgets or
guidelines at the local nffice “2vel, Other items stressed in-
clude the importance of the prwuject Manager's close proximity to
the activities in order to b« aware of unusual problems on a time~
ly basis, importance of experienced financial management per-
sonnel, and a discussion of miscellaneous problems, such as em-
ployer billing, delays and cooperation with the contracting au-
thority's fiscal department.

Programmed Guidelines:

This section of the monograph provides a sect of programmed
guidelines, based on the experience learned from this experinen-
tal project, lfor the financial management of PSEKE subcontracts in
general.. The emphasis in these pguidelines is on planning,

After a discussion of the planming aspects, this section
establishes a list of specific duties and responsibilities for
each center responsible for certain aspects of the financial man-
agement of PSE subcontracts in general, Areas of responsibility
are the Central Office Staff, the local office staff and the
Fiscal Section of the Department of Employment Security.

A summary of guidelines follows:

Planning:

1, Initially, the scope of the project should be definced by the
project management oir the agency receiving the PSE award; the

implications on finances and financial controls must then be
determined,

Do

. With the knowledge of the scope, appropriately expevienced fi-
nancial monagement personnel must be sclected and hired at
the carliest dale possible, It is emphasized that this is the
most important step in having a sound financianlly managed
project.

3. The flow of information and the related controls should next
be planned and then implemented.

4, A reasonably detailed budget should be prepared, planning the
amount and the timing of funds to be spent. Key points
emphasized are decentralization, flexibility, sufficient de-
tail, and balanciing the benefit of controls and information
with costs,
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The [ullowing guidelines detail the responsibilities of each
of the sections:

Central Office Staff:

1. Prepare yearly budget and allocate portions to local
offices,

2. Prepare monthly comparisons of actual and budgeted
amounts expended, and revise budgets as necessary.

3. Supervise local office financial management responsibil-
ities,

annl Office Staff:

1, Prepare monthly comparison of amounts obligated and
cxpended with budget.

2, Deobligate une#pended funds.

3. Communicate with employers to assist in keeping billiug
up to date and training problems.
\\

Fiscal and Financial Sections:

1. Fstablish necessary forms and procedures for employer
billings, reimburscement from DOL, record maintenance,
and payment to employers. ‘

The guidelines also include a discussion of the reports and
forms required for sound financial management, with an emphasis on
A one page semimonthly form which indicates the status of the fi-
nancial obligations and expenditures for salaries of the project.
Finally, it briefly discusses important points from the operations
stage, which have been brought out in detail in the section on po-
tential problems.,

In sumnary, successful linancial management of PSE projects
is a resull of hiring financial personnel qualiflied for the job,
the design and implementation of a sound working budget, and keep-
ing on top of the linancial variables of tt. project by demanding
current information and troubleshooting prowvlem areas promptly,
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APPENDIX A

ORGANIZATION OF VERMONT E&D PROJECT AT INCEPTION
/’// Supervisor (Reports to IS Director)
E&D Project
Swp '

Mgt, Analyst

Technical Asst,

(2) Technical Clerical
Publication Secretary
Writer Clerk
(not filled) Account clerk

Chittendeun (Burlington) Lamoille (Morrisville)
County County

Supervisor Supervisor

Counselor 2 Counselors

Manpower Specialist Maupower Specialist

Coach Coach

Clerk ; Clerk
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APPENDIX Al

INITIAL PROJECT STAVF

For the First Year of the BE&Dh Project, to June 30, 1971
(Total staft 18; Professional 13, Clerical 5H)

Central Office:

. Pirdject Supervisor
Manngement Analysts (2)
Technical Assistant or Employment Service Specialist
Account Clerk
Secretary
Clerk

Field OLlfi1ces tBurtingtor and oy isville)

Ooperations supery isors
Counselors

Manpower Specinlists
Aides or Couches
Clerks - Stleno

o~ o~
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APPENDIX B

FY-1973

E&D ORGANIZATIONAL STRUCTURE -
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APPENDIX C

FORMS AND REPORTS USED IN ADMINISTERING PSE SUBCONTRACTS

Appendix Title of Form/Report
Cl Subcontracts
ce2 Trainee Status Form
C3 Time (avrd/Invoice
C4 Sugpes ted Log to be
Maintained by Central
Office

44

Purpose

Formalize agreement betiween
Employer and PSE Project.
Different forms are uscd de-
pending on whether employer
is within the Vermont DES,
another State agency, or a
nonprofit organization not
connected with the State of
Vermont,

Advises Central Office of
any change, including
commenhcement of work, of
each trainee,

Accumulates {rainee time
worked f[or purpose of train-~
ce pay and reimbursement to
employcor,

Monitors subcontracts at
Central QOffice,



APPENDIX C1

SUBCONTRACTS
Subcontract No,
I RS=T1) Number
CONTRACT FOR CONDUCT AND
ADMINT STRATION OF WORK TRAITNTNG
This Contract is entered into this dav of

19 . between the State of vVermont, Depariwent ol Mmployment
Sc?i?ﬁty. Montpaelier, Vermont, a Government Apency, herecinafter
called Lhe "Conlractor and

(nane and addvess ol Subcontracting

a
Aty (Corporation) (Muntcipalily) CITI)
under the laws ol the State of  herein-
-atter called Lhe "Subcontractor, ™

WHEREAS, the Contractor, on the 30th day ol June, 1970,
received a Contracl under the Manpower Development and Training
Acl of 1962, as amended (MPTA) from the tnited States bepartment
ol Labor, Manpower Administvation (hereinalter referred 1o as {he
DOLY, said Coutract being desipnated as ConLract No, K82-d8-70-3 }
and

WHEREAS, pursuant 1o said Contract the Contraclor is under-
taking certain activilies; and

WHEREAS, the Contractor desirves 1o enpayge {he Subcontractor
Lo render certamn assistance in such undertaking;

Now thevelore the Contracltor and the Subcontractor do mutually
apree as tollows:

ARTTCLE L SCOPF O WORK

Subecantractor's accepted Scope ol Work outlined in the pro-
posal is atlached hereto and a pavt Lhereol amd shall vovern the
work ol this Contraet,

ARTTOLE 2. PERIOD OF THE CONTRACT

FThe Sabeontractor shall commence perlformance under the Lerms

and condilions as mutually established hevein on the duy
ol i 19 and such pertormance shall be completed no
laler Lhan day of 19 .




ARTYCLE 2. CONSTBERATTON

In constderation ol the toregoing the tontractor hproees
to rewnburse the Subcontractor allowable costs lncurred, 1u oan
amount not (o exceed (weilten dollar amount) (% )
For tull and complele performance of this apreemeni in ACCOrdance
with DOL repulations relating to Allowable Paymenl and in accord-
ance with the altlached proposal,

ARTICLE 4. REVPORTING

The Subcontractor shall prepare and subu U such reports
as may he reqguired ftrvom time Lo Lime in such formal and detail
as directed by the Conlractlor.

ARTTCLE DL DROME CONTRACT

The subcontractor hercehy agrees upon execution of this
apgrecwment that che General Provisiyons (Altachment B) ol the
Prame Contract No. 82-48-70-30 hoeitween Lthe Unitoed Stales Depart-
ment ol Labor and the STald of vermout. bhepartment of Employment
Security are incorporated into and become part ol this agree-
ment,

ARTICLE 6. CONTRACT APPROVAL,

It is hereby undorstood and mutually agreed that not-
withstanding any other article of this Contract, it shall not
become eftfective until sueh time as Lhe bepartmenl ol Laboe
Contracting Officer has reviewed and approved Lhe execution
ol Uthts Contract,

STATE OF VERMONT
DEPARTMENT OF EMPLOYMENT
SECURETY

P

igna ture

Typed Nume and Title

Approved as to Forwm { Subcontractior)

7\T 1 .(_D.l.'.l-l ' :V.__‘ .:l:‘l.l l.'-l::ih | X 3 _lnj |' l-‘i (_' (-"—M :—\ 'l.}-':l [} .:lq‘(ul-l.l% " Tt

Sstate ol Vermont

Typed Name and 7FICLe

. Counsel
Department of FEmployment Security
State ol Vvermont 46
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Standard Tndustrial Classification

PROPOSAL FOR SPECTAL WORK PROJECT

WITH VERMONT DEPARTMENT OF EMPLOYMENT SECURITY
(Experimental and Demonstration Project)

submitted by

(name oI employer/subcontractor)

(date)

(name & address of employer/subcountractor)

proposes to conduct a Special Work Training Program to be
carried out at beginning on or about
{location) and ending

The training will be carried out in accordance with the
attached Training Plan under the general supervision of

(company c¢mployee responsible Tor supcrvision of tratnees)

Y
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Y TRATNING PLAN

kmployer/subcontractor proposes to provide Special Work

tramning for employees in accordance with the plan
below:

Employer/subcontractor proposes to provide the above Special
Work Training for a total cost ol $ in accordance
with this proposal. ’

1T, ELVGIBILTTY

The ftinal responsibility for determining Eligibility
for Special Work training will be made by the Vermont Department
of Employment Security.

FPTT.NARRATT VE DESCRIPTION OF THE SCOPE OF WORK OF THES PROPOSAL

(A narrative description of what will he done, who will
be served, what equipment and materials will be used, what
services will be provided to trainees, and any other inform-
ation necessary to describe what will be included in the Special
Work program. This section should also contain a statement by
the employer which explains in detail the potential for perm-
anent non-subsidized retention of the trainee(s) subsequent to
the Special Work training provided for by this subcontract:
such statement will be considered when deciding whether to
approve or disapprove this subcontract proposal.)
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STAFY¥

(A specific description of how the employer/subcontractor
stafl will be used to implement the program, and a speci-
fic desceription of how Vermont bepartment of Employment
Security stafl will be used to implement the program.)

REPORTI NG

Form "I&D=666" will be completed by the employer/sub-
contractor monthly. (See Attached Sample),

At the discretion of the subcontracting emplover, Special
Work trainces may be released from work lor supportive
social And’or health service treatments not to exceed 10
hours in any working week, n order lor frainces to
receive pay during such absences from their regular train-
ing jobs, full documentation must accompany "Special Work
Enrollee Time Card And Mployer's Monthly Tuvoice."

(Form k:D=-666)

BYLLING
Payment to emplover/subcontractor will be made on a cost

reimbursement basis with billing to be submitted to Veir-
mont Department of kEmployment Security cvery 30 days.
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Vil, SPLCIAL WORK PROJLECT TRAINING PLAN

Contiract No,

Date Projcet NO,
Contractor: Subcontractor:
(Offeror)
Vermont Department of Employment Sccurity
Box 488
Montpelier, Vermont 03602
Telephone
~. Project Schedule:
s
(a) Length of Project: 7Total Hours Hours per Week
Number ol Weeks in Period of Enrollment
Start Date End Date
(b} Number to be Enrolled
(c) Weekly Schedule
2, Wage Informalion: Percent Dollars

Employer's Portion of Gross Costs

Cost Reimbursement to Employer

Total kstimated Cousts

Wages will be paid
reimbursements to
a monthly basis,

to
the

trainee(s) on a basis, and wage
cuployer/subcontractor will be muade on

—-—

3. Overall Project Summary

DOT Job  Wo., of  |invollee| No., [Total WkTy Tomnadl pimpl' v

Title andﬁnrollce.WorhWage ol Wks, Per ([WagoePer {Wape Wapge Re-

Coude WeelPer | Wks. | Enrollee |Enrollce Paymenls | imbursc-
Elrs.nrs. Enrollees{ment
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VITT, RESPONSIB'LYTY YOR ADMINISTRATTON OF SUBCONTRACTS

The employer/subcontractor desiunates ‘ ,
telephone no, (or such other tndividual as 1t may
name in writing with notice to the Contractor) as the individ-
vwal in charge ol the administration ot its promises, duties,
and obligations under this contract.

The Contractor designates
telephone no, (or any other individual as 1t may —
name in writing with notice of employer/subcontractor) as its
representative,

X, CONDVTIONS OF THIS SUBCONTRACT

The employer/subcontractor will maintain appropriate
standards for the health, safely, and other conditions appli=-
cable to the work to be performed and will provide Workmen's
Compensation protection tor all trainees. or accident and
liability insurance coverage to an extent equal to such
protection,

A. The employer/subcontractor aprees that these jobs will
scrve a uselful purpose and will not result in the displace-
ment of any employed workers,

B. The employer/subcontractor agrees to employ kXD enrollees
under the following conditions:

1. Inrollees will be paid their regular hourly rate for each
hour worked up to and including 40 hours per week providing
cach working day does not exceed 8 hours. For hours in excess
of 8 .per working day or in excess of 40 per work week traineces
must be paid time and a half as specified on page 22 of the
General Provisions, Section A. '"Contract Work Hlours Standards
Act-Overtime Compensation,"

Subcontracting employers are solely responsible for the
payment of overlime wapges o (rainees unlcss specificd olher-
wise in the subconiract {raining plan.

Trainee will be guaranteed at Teast 30 hours work per week.
2, PFnrollces will be paid a minimum of one dollar and sixty
($1.60) per hour for all hours worked up to lorty (40) hours per
week and in the same manner and Irequency as regular hourly
cemployees,  Fnrollees will be entitled to repgpular wage increases
in accordance with company policy.

3. AVl wages are subject to income, social security, and

all other appllcable taxes. The employer/subcontractor will
submit payroll information monthly within three (3) working
days cach month {rom the original starting date of the contract
(See sample for FAD=-G66 attached hereto.)

4. The employer/subcontractor will provide adequate supervi-
sion not to excced a ratio ol less than one (1) supervisor to
ten (10) enrollees,

5. The employer/subcontractor will maintain adequate standards
For heallh, safety. and olher conditions applicable to the
perlormance of work.
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6. The employor/subcontractor will maintain enrollee time
card reports on lorms supplied by D.E.S. and submit them to
D.E.S. monthly (Form "ED-666G"),

7. Authorized representatives of the D.E.S., staff will main-
tain liason with the Sponsor or his representative and enroll-
ces to provide supportive services as required,

8. The employer/subcontractor will allow authorized represent-
atives of the XD staff to review the activity periodically
to determine the progress being made by the enrollee,

9. Whenever possible, XD will notify the employer/subcon-
tractor two (2) weeks before terminating an enrollee's employ-
ment, FEmployment in the Special Work project will be termi-
nated whenever such action serves the needs of the enrollee.
The employer/subcontractor will notily ERD before terminating
an ¢nrollee's employment giving E&D the opportunity to try to
resolve the problems.

10. The following conditions govern policy with respect to
sick leave, holidays, and vacation periods: All accrued sick
lcave, vacation leave or holidays must be used by an enrollee
within the inclusive dates of this subcontract in order to be
reimbursable by the bepartment of Employment Security., Partic-
ular conditions lor sick leave., holidays, and vacation periods
which apply to this subcontract are:

fto be completied

11. FICA (Social Securitly) is provided and paid for by

12, Workmen's Compensation is provided through

13, Dbescribe in detail any other conditions of traince eniployment,
fringe benefits offered and payment thereof
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Agreement No,

IRS-ID Number

AGREEMENT FOR CONDUCT AND
ADMINISTRATION OF WORK TRAINING

This Agreement is entered into this day of

19 , between the State of Vermont, Department
of Employment Security, Montpelier, Vermont, hereinafter called
the "Contractor" and

(name and address)
, hereinafter called the '"Agency."

WHEREAS, the Contractor, on the 30th day of June, 1970,
received a Contract under the Manpower Development and Training
Act of 1962, as amended (MDTA) from the United States Department
of Labor, Manpower Administration (hereinafter referred to as
the DOL), said Contract bLeing designated as Contract No. 82-48-
70-30; and

WHEREAS, pursuant to said Contract the Contractor is under-
taking certain activities; and

WHEREAS, the Contractor desires to eugage the Agency to
render certain assistance in such undertaking; ‘

Now therefore the Contractor and the Agency do mutually
agree as follows:

ARTICLE 1, SCOPE OF WORK

Arency's accepted Scope of Work outlined in the proposal
is attached hereto and a part tuereof and shall govern the work
of this agrcement,

ARTICLE 2. PERIOD OF THE AGREEMENT

The Agency shall commence performance uandetr the terms and

conditions as_mutually established herein on the day
of 19 and such performance shall be completed
no later than day of 19 .

——

ARTICLE 3. CONSIDERATION

In consideration of the foregoing the Contraclor agrees to
reimburse the Agency allowable costs incurred, in an amount not
to exceed (written dollar amount) (3§ } for full
and complete performance of thi%sagreement in accordance with DOL




regulations relating to Allowable Paymént and in accordance with
the attached proposal, '

ARTICLE 4, REPORTING

The Agency shall prepare and submit such reports as may be
required from time to time in such format and detail as directed
by the Countractor.

ARTICLE 5. PRIME CONTRACT

The Agency hereby agrees upon execution of this apgreement
that the General Provisions (Attachment @) of the prime contract
no., 82-48-70-30 between the United States Department of Labor
and the State of Vermont, Department of Ernployment Sccurity are
incorporated into and become part of this agreement,

ARTICLE 6. AGREEMENT APPROVAL

It is hereby understood and mutually agreed that not-with-
standing any other article of this Agreement that it shall not
become eflective until such time as the Department of Labor
Contracting Officer has reviewed and approved the execution of
this Agreement.

STATE OF VERMONT
DEPARTMENT OF EMPLOYMENT SECURITY

Signature

Typed Name and Tille

Approved As To Form (Agency)

Attorncy General's Olfice Signature
State of Vermont

Typed Name and Title

. Counsel
Departvrient of Fmployient Security
State ol Vermout
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Standard Industrial Classification

PROPOSAL FOR SPECIAL WORK PROJECT
WITH VERMONT DEPARTMENT OF EMPLOYMENT SLECURILY
(Experimental and Demonstration Project)

Submitted by

(Name of Agency

(Date)

(Name & Address of Agency

proposcs to conduct a Special Work Training Program to be carried

out at beginning on or about

(Locatlion)

and ending .

The tratning will be carvied out in accordance with the
attached ‘I'raining Plan under the general supervision of

TAgency employee responsible
for supervision of trainees)
1. TRAINING PLAN

Agency proposes to provide Special Work training for
employees in accordance with the plan below:
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Agency proposes to provide the above Special Work training
for a total cost ol S in accordance with this
proposal,

IT, ELIGIBILITY

The final responsibility for determining Eligibility will be
made by the Vermont bepartment of Employmenht Security,

IIT, NARRATIVE DESCRIPTION OF THE SCOPE OF WORK OF THIS PROPOSAL

(A narrative description of what will be done, who will bhe
served, what equipment and materials will he usced, what services
will be provided to trainees, and any othcor information necessary
to describe wiaat will be included in the Special Work Program,)
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IV, STAFF

(A specific description of how the Agency staff will be used
to implement the program, and a specific description of how
Vermont Department of Employment Security staff will be used
to implement the program.)

V. REPORTING
Yorm "E&D-666" will be completed by th:o Agency monthly.,
{See Attached Sample),

At the discretion of the Agency, Special Work trainees

miay be released from work for supportive social and/or
licalth service treatments not to exceed 10 hours in any
working week, In order for trainees to receive pay during
such absences from their tregular training jobs, full docu-
mentation must accompany "Special Work Enrollee Time Card
And Agency's Monthly Invoice."” (form E&D-666)

VI. BILLING

Payment to Agency will be made on a cost reimbursement
basis with billing to be submitted to Vermont Department of
Fmployment Security every 30 days.
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VII. SPECIAL WORK PROJECT TRAINING PLAN

Agreement No,

Date ‘ Project No,
Contractor: Agency: (offerer)
V- rmont Department of Employment Security
Rox 488
Montpelicr, Vermout 05602 Telephone
1. Project Schedule:
(a) Length of Project: Total Hours Hours Per Week
Number ot Weeks in Period of Enrollment
Start bDate End Date
(L) Number to he Envolled
(c) Weekly Schedule N
2, Wage Information: Percent Dollavs

Agency's Portion of Gross Costs
Cost Reimbursement to Agency
Total Estimated Cosis

Wages will be paid to trainee(s) on a basis, and wage
reimbursements to the Agency will be made on a monthly basis,

3. Overall Project Summary

DOT Job [No. of Enrollee|No, |Total Wkly Total Agency

Title andbnrolleesgWoriWageof Wks Wage Wage WogeRe-

Code WeelPer [Wks. Per Per Payments {imburse-
Hrs MHrs Enrollee| Enrollee| Enrollecgment
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VIII, RESPONSIBILITY FOR ADMINISTRATION OF AGREEMENT

The Agency designates , telephone no,
(or such other individual as {t may name in writing with notice
to the Contractor) as the individual in charge of the administra-
tion of its promises, duties, and obligations under this contract

The Contractor designates , telephone no,
(or any other individual as it may name in writing with notice of
Agency) as its representative,

IX. CONDITIONS OF TIIS SUBCONTRACT

The Agency will maintain appropriate standards for the
health, safety, and other conditions applicable to the work to he
performed and will provide Workmen's Compensation protection for
all trainees, or accident and liability insurance coverage to an
extent equal to such protection,

A, The Agency agrees that these jobs will serve a useful pur-
pose and will not result in the displacement of any employed
workers,

B, The Agency agrees‘to employ E&D enrollees under the follow-
ing conditions;:
~
1. Enrollees will be paid their vepular hourly vate for each

hour worked up to and including 40 hours per week nrovid-
ing each working day does not exceed 8 hours, For hocurs
in excess of 8 per working day or in excess of 40 per work
week trainees must be paid time and a half as specified on
page 22 of the General Provisions, Section A, "Contract
Work Hours Standards Act-Overtime Compensation.,”

The Agency is solely responsible for the payment of over-
time wages to trainees untess specified otherwise in the
subcontract training plan,

Trainee will be guaranteed at least 30 hours work per week,

2. Enrollees will be paid a minimum of one dollar and sixty
(1.60) per hour for all hours worked up to forty (40) hours
per week and in the same manner and frequency as regular
hourly employees., FEnrollees will be entitled ito regular
wage increases in accordance with company policy.

3. All wages are subject to income, social security, and all
other applicable taxes. The Agency will submit payroll in-
formation morthly within three (3) working days each month
from the original starting date of the contract (See sample
o E&D-66G6 attached hereto}.,

4, The Agency will provide adequate supervision not Lo exceed a
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10,

11,

12,

ratio of less than one (1) supervisor to ten (10) enrollees,

The Agency will maintain adequate standards for health,
safety, and other conditions applicable to the pertformance
of work,

The Agency will maintain enrollee time card reports on forms
supplied by D,E.S. and subnitl them to D,.E.S. monthly
{(Form "EF&ND-666"),

Authorized representatives of the D.E.S., staff will maintain
liaison with the Agency or its representative and emrollees
to provide supportive services as irequired,

The Agency will allow authorized representatives of the F&D
staft to review the activity periodically to determine the
progress heing made by the enrollee.

Whenever possible, E&D will notify the Agency two (2) weeks
hefore terminating an enrollee's employment., Employment in
the Special Work Project will be terminated whenever such
action serves the needs of the enrollee. The Agency will
notify E&D before terminating an enrollee's employment giv-
ing E&D the opportunity to try to resolve the problems.

The following conditions govern policy with vespect to sick
leave, holidays and vacation periods:

to be completed

FICA (Social Security) is provided and paid for by:

Workmen's Compensation is provided through:
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13, Describe in detlail any other conditions of trainee employ-
ment, fringe benefits offered and payment therecofl:
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Subcontract No,

IRS~ID Number

DIRECTIVE FOR CONDUCT AND
ADMINISTRATION OF WORK TRAINING

To:

hereinafter called the Iocal office.

WHEREAS, tLhe Department of Employment Security, State of
Vermont hereinaflter called the Contractor, on the 30th day of
June, 1970, received a Contract under the Manpower Development
and Training Act of 1962, as amended (MDTA) from the United
States Depariment of Labor, Manpower Administration (hereinafter
referred to as the DOL), said Contract being designated as Con-
tract No. 82-48-70-30; and

WHEREAS, pursuant to said Contract the Contractor is under-
taking certain activities; and

WHEREAS, the Contractor intends that the local office render
certain assistance in such undertaking;

Now Lherefore the Contractor directs the local office as
follows:

ARTICLE I. SCOPE OF WORK

The local office accepted Scope of Work outlined in the
proposal is attached hereto and a part thereof and shall govern
the work of this directive,.

ARTICLE 2. PERIOD OF THE PLERFORMANCE

The local office shall commence performance under the Lterms

and condiltions as established herein on the ~ . day
of 19 *and such performance shall
he completed no later than day of o
19 .

ARTICLE 3. ALLOWABLE COSTS

Allowable costs incurred for full and complele performance
of this directive in accordance with P,0.L. regulations relating
to Allowable Payment and in accordance with attached proposal
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shall not exceed (% , ).
(written dollar amount)

ARTICLE 4. REPORTING

The Local Office shall prepare and submit such reports as
may be required from time to time in such format and detail as
directed by the Contractor.

ARTICLE 5, PRIME CONTRACT

The Local Office shall comply with the General Provisions
(Attachment B) of the prime contract no, 82-48-70-30 between the
United States Department of Labor and the State of Vermont, De-
partment of Employment Security, incorporated into and made a
part of this Directive,.

ARTICLE 6. DIRECTIVE APPROVAL

It is hereby understood and mutually agreed that not-with-
standing any other article of this Directive that it shall not
become effective until such time as the Department of Labor
Contracting Officer has reviewed and approved the execution of
this Directive,

STATE OF VERMONT
DEPARTMENT OF EMPLOYMENT SECURITY

Signature

Typed Name and Title

Approved as to Forn

ATlorney General's OfTice
State of Vermont

T Counsel
Nepartiment of Employment Sccurity
State of Vermont
ACCEPTED

By
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)

Standard Industrial Classification

PROPOSAL I'OR SPECIAL WORK PROJECT
WITH VERMONT DEPARTMENT OF EMPLOYMENT SECURITY
(Experimental and Demonstration Project)

Submitted by

(name of Local Office)

(date)

(name & address of Local Office)

proposes to conduct a Special Work Training Program to be carriecd
out at beginning on or about

(Iocation)

and ending

The training will be carried out in accordance with the

attached Training Plan under the general supervision of

(Tocal office employee responsible for
supervision of trainees)

I. TRAINING PLAN

The Local Office will provide Special Work Training [or
employees in accordance with the

plan below:
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The Local Office will provide the above Special Work Train-
ing at a total cost of $ in accordance
with this proposal.

II. ELIGIBILITY

The final responsibility for determiniug Eligibility will
be made by the Vermont Department of Employment Security,.

I1L NARRATIVE DESCRIPTION OF THE SCOPE OF WORK OF THIS PROPOSAL

(A narrative «q .ription of what will be done, who will Dbe
served, what equipmen: and materials will be used, what services
will be provided to trainees, and any other information neccessary
to describe what will be included in the Special Work Program,)
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Ivl

Vi,

STAFF

(A specific description of how the local office staff will
be used to implement the program, and a specific descrip-
tion of how. Vermont Department of Employment Security
staff will be used to implement the program.)

REPORTING

Form "E&D-666" will be completed by the local office monthly
(See Attachment Sample).

At the discretion of the local office, Special Work Trainees
may be released from work for supportive social and/or
health service treatments not to exceed 10 hours in any
working week. In order for trainees to receive pay during
such absences from their regular training jobs, full docu-
mentation must accompany "Special Work Enrollee Time Card
and Employer's Monthly Invoice." (Form E&D-666)

BILLING

Billting with respect ﬁo cost reimbursement to the Department
of Employment Security will be submitted by the local office
to the Department cvery 30 days.
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V11, SPECIAL WORK PROJECT TRAINING PLAN Directive No.

Project No,

Date

Contractor:

Vermont Department of Employment Security
Box 488
Montpelier, Vermont 05602 Telephone

1. Project Schedule:

(a) Length of Project: Total Hours Hours Per Week
Number of Weeks in Period of Enrollment
Start Date End Date

(b) Number to be Enrolled

(c) Weekly Schedule

2. Wage Information: Percent Dollars

Department Portion of Gross Costs

Cost Reimbursement to Depatrtment

Total Estimated Costs

Wages will be paid to trainee(s) on a basis, and wage
reimbursements to the Department will Ge made on a monthly basis,

3. Overall Projec{ Summary

NOT Job o, of Enrolleef No, |Tolal Wk1y Total mpl'r

Title antEnfolleeaVGTEWﬁEE of |Wks, Wage Wage Wage Re-

Code WooKPer | Wks {Per Per Payments {imbulse~
lHrs JlHrs , bEnrolleel Enrollee) Enrollcegmont




VIII, RESPONSIBILITY FOR ADMINISTRATION OF WORK TRAINING

The Contractor designates )
telephone no, v (or such other individual
as it may name in writing to the Contractor) as the individual in
charge of the administration of the duties, and obligations of
the local office under this directive,

The Contractor designates

telephone no, (or any other individual as 1t
may name in writing) as ils representative.

I1X. CONDITIONS OF THIS DIRECTIVE

The local office will maintain appropriate standards for the
health, safety, and other conditions applicable to the work to be
performed. Workmen's Compensation protection for all trainees,
or accident and liability insurance coverage to an extent equal
to such protection will be provided by the Contractor.

A, The local office will sce that these jobs will serve a usec-
ful purpose and will not result in the displacement of any
employed workers,

B, The local office will employ E&D enrollees under the
following conditions:

1, The Enrolices will be paid their regular hourly rate
for each hour worked up to and including 40 hours per week
providing each working day does not c¢xceed 8 hours, For
hours in excess of 8 per working day or in excess of 40
per work week trainces must be paid time and a half as
specificd on page 22 of the General Provisions, Section A,
"Contract Work Hours Standards Act-Overtime Compensation.”

Payment ol overtime wages to trainces unless speci-
fied otherwise in the training plan will be provided,
Trainee will be guaranteed at least 30 hours per week,

2. Enrollees will be paid a minimum of one dollar and sixty
(1.60) per hour for all hours worked up to forty (40) hours
per week and in the same manner and frequency as regular
hourly employees.

3., All wages are subject to income, soc¢ial security, and dl
other applicable taxes., The local office will submit pay-
roll information monthly within three (3) working days each
month from the original starting date of the contract (bee
sample for E&D- 666 attached hereto).
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4, The local office will provide adequate supervision nott
exceed a ratio of less than one (1) supervisor to ten (10)
ehrollees,

5. The local office will maintain adequate standards for
health, safety, and other conditions applicable to the per-
formance of work.,

6. The local office will maintain enrollee time card re-
ports on forms supplied by D,E.,S, and submit them to D.E.S,
monthly (Form "E&D-666")

7. Authorized representatives of the D.E.S. staff will
maintain liaison with the Sponsor or his representative
and enrollees to provide supportive services as required.

8. The local office will allow authorized representatives
of the E&D staff to review the activity periodically to
determine the progress being made by the enrollee,.

9, Whenever possible, E&D will notify the local office
two (2) weeks before terminating an enrolle¢e's employment.
Employment in the Special Work Project will be terminated
whenever such action serves the needs of the enrollee. The
local office will notify E&D before terminating an en-
rollee's employment giving E&D the opportunity to try to
resolve the problems.

10. The following counditions govern policy with respect to
sick leave, holidays and vacation periods:

to be completed

11. FICA (Social Security) is provided and paid for by




12, Workmen's Compensation is provided through

13. Describe in detail any other conditions of trainee
employment, fringe benefits offered and payment thereof




APPENDIX C2

TRA INEE STATUS FORM

.

TRAINEE STATUS
E & D PROJECY

l Name of Trainee {Social Security No ‘

‘ Address - R l

Trainee will {J Begin, (T Terminate, training as
Occupational Title
In the: {7 Special Work Contract No.
{3 Upgrading Contract No.

(7 Enrichment Tralning

Nature
at
Name of Ocganization
located at T oh
Addren Date
Hourly Pay Rate $ Estimated Monthly Earnings $
FOR TERMINATIONS, COMPLETE BELOW
As of { this trainee should be classified as terminated because:
Date
{0 1. Placed in Employment {3 6. Transportation Problem
) With Special Works Employer {3 7. Cannot Locate
(3 In Other Employment 0 8. Full-Time Schooling
{0 Upgraded: 3 9. Found Own Employment
Job Title . {0 10. Institutionalized
DOT Code D O 11. Relurned to Welfare
Hours per week k ] 12. Deceased
Hourly Wage 3 13. Moved From Area
Employer . 0 14. Relurned to WIN
O 2. Discharged by Employer O 15. Transferred to Other Program
3 3. Refused to Continue (7 18. Other (specify)

{3 4. Health Reasons

O 5. Pregnancy

Distribution. 1 copy to Employer
3 copies to Central Office E & D Unit .
1 copy to E & D Local Office : PR
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APPENDIX C3

TIME CARD/EMPLOYER'S INVOICE
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APPENDIX D

GROWTH OF NUMBER OF ‘TRAINEES EMPLOYED UNDER SPLECIAL WORK PROJECT

Dates Avatilable Unfilled Averapge Dollar value of
Slots Slots Cost per slot Subcontracts Writton
12770 to
4/16/71 113 33 $1827 $206,500
4/17/71
to
9/30/71 155 50 2050 317,710
10/71 31 63 2279 70,643
11/71 33 G3 2614 86,263
12/71 65 77 2392 155,495
1/72 78 G2 2326 181,421
2/72 40 77 1688 67,531
3/72 9 82 1398 12,582
Total 524 $2096 $1,098, 145
(Note: Total dollar value of subcontracts is high: funds were

deobligated on certain subcontracts and thus reused by writing
additional subcontracts,)




1973

FY -~
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APPENDIX F

FLOW CHART OF BILLING BY

EMPLOYER UNDER SW SUBCONTRACTS

Bill L
Copies ‘ L(

Craysce |
@“; ACCOUNTING

'(Fiscal Scecetion
e e

|

i

{

!\l:m powet
Fmployer iSpecialist
prepares hill, !
Retains copy. lAss ists

)

remployer and e,
veviews bill, @ Jrited]

N3
!
!

Prepares monthly
l .
reimbursement
(request from DOL,

\
'
!
)
|
|

6

FPropares and mails
thecks to employer.,

Services per-
formed by ac-
count ing:

i Checks bill

apainst sub-
contract,

Checeks bill for
accuracy. Pre-
pares pay voucher
for finance,
Records amounts
in ledger,

Other record-
Keoping:

Accrues cost for
mon'h for reim-
bursement {rom
oL, and in-
voices DOL.
Maintains record
of amount obli-
rated under each
S subcontract
from kEnrollece
Status Forms.
Maintains running
total of dollar
amounts not obli-
giled and forvads
copy to COS.
From copy of
subcon.cract,
keeps record of
amount obligated,
monthly accerual
and anount unex-
pended,

new



APPENDIX G

SUBCONTRACT RENEWALS [N DECEMBER 1971 AND JANUARY 1972

SW subcontract Number Renewal Persons S Amount of
expiring at 12731771  Number Renewed Renewal subcontract
52 201 1 S 2,371
53 202 6 10,000
54 217 39 80,988
61 223 1 1,950
62 224 5 114,229
69 211 1 2,155
86 216 2 1,714
88 221 4 9,072
59 $125,679
SW subcontracts written
during period 154 %353,196
Percentage written
that were renewals 38 369
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GLOSSARY

Accrual - Relates to billing procedures by DES Fiscal
Section. The Section hills the DOL on a
current basis, usually prior to receiving an
invoice from the employer. The accrual is an
estimate of what this invoice amount will be;
this enables the project to obtain reimburse-
ment on a current basis. Adjustments are made
to future billings to the DOL as actual amounts
become known,

Available Slots - The number of filled and unfilled positions
under existing live subcontracts.

"Dead" Time - Time under a subcontract which arises when no
enrollee is being employed. This results when
no one fills a slot, an enrollee terminates
before a subcontract expires, or he is absent
from work and is not paid.

Funds Obligated - Amounts committed under subcontracts tc be
paid to enrollees. It equals the sum of the
salaries, benefits and expenses that could be
paid to employees, based upon the length of
the subcontract, the salary rate, the fringe
benefits, the training expenses, less any por-
tion of the costs borne by the employer,

Man-month - One slot under subcontract for a period of
one month,

Overobligation -« The commitment of funds in excess of an amount
made available by the project grant,

Slot - A work experience position under subcontract
for a period of time equal to the length of
the subcontract.

Uncommitted

Balance - Funds allowed by the p:roject, but not yet
spent on completed subcontracts or committed
on current subcontracts,

Subcontract - Agreement between the E&D Manpower Project
(the State of Vermont) and the employer, where-
by in essence, the latter will provide enroll-
ees job experience and training in consideration
for reimbursement of all or a portion of the
cost by the project. These are called sub-
contracts because the agreement between the
Manpower Project and DOL is the contract.
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