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DECI SI ON AND ORDER
This matter arises under Title T1a of the Job Training

Partnership Act, ("JgTpa") 96 Stat. 1322 (1982) (codified at
29 U.S.C. A § 1501 et seq. (1985))* and the regulations set forth

! The Job Training Partnership Act was anmended in 1986,
1988, 1991, and 1992. In the instant case, none of the
af orenenti oned amendnents apply to Case No. 90-JTp-6, Which
relates to funding disbursed for the period Cctober 1, 1984
t hrough Septenber 30, 1989. Wile the 1988 anendnents apply to
Case No. 92-JTP-38, which relates to funding disbursed for the
period COctober 1, 1988 to Septenmber 30, 1990, they are not
relevant to the resolution of this matter. The 1991 and 1992
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at 20 CF.R Part 626 et seq. (1990). Conplainant M chi gan
Department of Labor ("MDOL") appeals two Final Determ nations

I ssued by Respondent United States Departnent of Labor

Enpl oyment and Training Adm nistration ("DOL") on Septemnmber 28,
1989, and Septenber 11, 1992, respectively.

Backgr ound

The Nlchi?an Department of Labor received funding from DOL
to operate enploynment and training prograns under the JTPA for
the period Cctober 1, 1984 through Septenber 30, 1986 and the
period Cctober 1, 1988 through Septenber 30, 1990. Pursuant to
the Single Audit Act of 1984, and Ofice of Mnagenent and Budget
GCrcular A-128, Audits of State and Local Governnents, the

M chigan O fice of the Auditor CGeneral conducted full financial
and conpliance audits of MDOL for the relevant periods.? These
audits reveal ed that MDOL charged JTPA funds for expenditures
attributable to state enploynent and training programs.® In its
Audit Resolution Reports submtted to the G ant ficer, NMDOL
expl ai ned that the expenditures were allocable to JTPA funds
pursuant to its interpretation of section 121(c)(10) of the Act.
In each of his final determnations, the Gant Officer rejected
MDOL's interpretation of section 121(c)(10) and consequently,
disall owed the expenditures attributable to the state prograns.
More specifically, in his Final Determnation issued in 1989, the
Gant Oficer disallowed $636,376.00 in costs; and, in his Final
Determ nation issued in 1992, the Gant officer disallowed
$2,692,344.00 in costs.

amendnents do not apply to either Case No. 90-JTp-6 or Case No.
92-JTP-38.  For the sake of clarity, all references to the Job
Trai ning Partnership Act herein are to the original version set
forth at 29 U S.C A A 51501 et seq. (1985).

2 The audit pertaining to the grant of JTPA funds for
Cctober 1, 1984 through Septenber 30, 1986, is referred to as the
"First Single Audit," and the audit pertaining to the grant of
JTPA funds for Cctober 1, 1988 through Septenmber 30, 1990 is
referred to as the "Third Single Audit." The Final determ nation
of Septenmber 28, 1989, was issued as a result of the First Single
Audit, and the Final Determ nation of Septenber 11, 1992 was
issued as a result of the Third Single Audit.

* The following state enployment and training ?rograns,
identified by MDOL as "joint funded," received JTPA funds:

M chigan Youth Corps; Youth Enployment Services Program

Di spl aced Honmemaker Program chi gan Business and Industry
Training Program Mchigan Job Qpportunities Bank; and,
Precol | ege Engi neeri ng. (Stipulation of Facts at § 7.)



_ On Cctober 17, 1989, MDOL appealed the Gant Oficer's 1989
Final Determnation and on Septenber 28, 1992, MDOL appeal ed the
Gant Oficer's 1992 Final Determnation. The cases, docketed as
case nunbers 90-JTP-6 and 92-JTP-38, were consolidated on COctober
13, 1992, because they involve substantially simlar issues, the
resolution of which turns on the sane question of law.  Pursuant
to 20 CF.R § 636.10, a hearing was held before me in Lansing,

M chigan on June 28, 1993. Conplainant's Exhibits 1-16 and
Respondent's Exhibits I1-6 were received, as was a Stipulation of
Facts. At ny request, Respondent DOL submitted excerpts fromthe
Government al General ly Accepted Accounting Principles CGuide after
the hearing, which | hereby receive as Respondent's Exhibit 7.

Prior to the hearing, the parties resolved a portion of the
costs disallowed by DOL In both cases. Costs in the anmounts of
$493,445.00 pertaining to the First Single Audit and
$1,676,057.00 pertaining to the Third Single Audit have been
resolved and are no longer a part of this controversy.
(Stipulation of Facts, at 99 14-15.) Costs in the anounts of
$142,931.00 pertaining to the First Single Audit and
$1,012,542.00 pertaining to the Third Single Audit, for a total
of $1,155,473.00 remain in dispute and are the subject of this
Deci sion and Order.

| ssue

It is undisputed that the costs in question were
attributable to state enployment and training prograns: the only
issue in this case is whether section 121(c)(l) of the Job
Training Partnership Act permts states to allocate JTPA funds to
state enploynment and training Frograns; and if so, whether the
regul ations require MDOL to allocate to JTPA only those costs
which benefit JTPA activities.

Anal ysi s

The purpose of the Job Training Partnership Act, enacted in
1982 to replace the Conprehensive Enployment and Training Act
("CETA") , IS tO

establish prograns to prepare youth and unskill ed
adults for entry into the labor force and to afford job
training to those econom cal ly di sadvant aged

i ndi vidual s and other individuals facing serious
barriers to enploynent, who are in special need of such
training to obtain productive enploynent.

29 U S.C A § 1501. To that end, Congress designed a statutory
framework for funding and operating enpl oynent and training
prograns for popul ations specified by the various titles wthin
the Act. In a significant deParture from the CETA legislation
Congress sharply limted the tederal government's role to
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funding, nmonitoring, and nmeasuring the performance of enpl oynent
and training prograns. The task of designing and operating

enpl oyment and training prograns under the Act was renoved from
the ambit of federal responsibility and delegated in large part
to local decision-making bodies. Sinilarly, the responsibility
for supervising the |ocal prograns was passed on to state
govepqors I n conjunction wth state job training coordinating
counci | s.

Consi stent with that general scheme, Congress nmandated that
any state seeking financial assistance under the Act nmust submt
a sem -annual Governor's Coordination and Special Services Plan
whi ch describes the use of all resources and establishes criteria
for coordinating JTPA activities with prograns and services
provided by state and |ocal enployment and training agencies.

23 U S CA § 1531(a) and (b). Section 121 (c) (10) states that
t he

Governor's coordination and special services activities
may include ... providing statew de prograns which
provide for joint funding of activities under this Act
wth services and activities under other Federal

State, or local enploynent-related prograns.

29 U.S.C A § 1531(c) (10).* Funding for activities carried out
pursuant to § 121 is authorized by § 202(b)(4), which provides
that five per cent of a state% allotnent under Title Il of the
Act "shall be available to the Governor of the State to be used
for the cost of auditing activities, for admnistrative
activities, and for other activities under sections 121 and 122.%
29 US.CA § 1602(b) (4).

The M chigan Departnent of Labor argues that § 121(c) (10),
couEIed with the Act's general grant of discretion to the states,
aut horized Mchigan to use § 202(b)(4) monies on "joint funded"

* This section of the Act was anended in 1986 to read:

Governor's coordination and special services activities
may include ... providing statew de prograns which
provide for joint funding of activities under this Act
wth services and activities under other Federal

State, or local enploynent-related progranms, including
Veterans' Admi nistration Prograns.

Pub. L. No. 99-496, § 15(d), 100 Stat. 1261, 1266
(1986) reprinted in 1986 U S.C.C A N, 99th Cong. 24 Sess.

_ * Section 122 of the Act delineates the duties of the State
job training coordinating council. 29 U S.C A §1532.
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activities. M chigan further argues that the state prograns to
whi ch the JTPA funds are attributable qualify as "joint funded"
activities because the state prograns are "enpl oynent and
training prograns targeted at uneducated, unenployed,

di sadvant aged youth and adults. In support of this contention
MDOL cites the definition of "joint funding" set forth in the
regul ati ons governing CETA grants:

"Joint funding' means an undertaking that includes
conponents proposed or approved for assistance under
nore than one Federal program (or one or nore Federal
prograns and one or nore State prograns) provided that
each contributes naterially to the acconplishnent of a
single purpose or related purposes.

41 C.F.R 29-70.102 (1981).% Thus, Mchigan posits that the
costs in question are attributable to JTPA funds because the
state enploynment and training prograns which charged costs to
JTPA funds served the sane general purpose as JTPA, and thereby
constitute joint funded activities which are permtted under

§ 121 (c) (10).

Wiile the United States Department of Labor concedes that
§ 121 (c) (10) permts MDOL to use JTPA funds for "coordinating
its state enploynment and training activities wwth JTPA activities
and establishing 'joint funded' prograns,” (Gant Oficer's Brief
at 2), it maintains that "these sections do not address the
extent to which costs expended for [§ 121(c) activities] are
allocable to Jgrea," (1d. at 6). According to DOL, JTPA _
regul ati ons and generally accepted accounting principles require
that costs be allocated to JTPA funding only to the extent that
benefits are received. Furthernmore, DOL argues, "[flor JTPA to
benefit fromthe expenditure of JTPA funds, the expenditure of
t hose funds nust be conpletely consistent wth JTPA
requi rement s/ (1d. at 14-15.) Thus, DCL contends that M chigan
"must show that JTPA activities and JTPA participants or
eligibles, established pursuant to JTPA's criteria, benefited
fromthe expenditure of the admnistrative costs." (ld. at 2.)

| find that the plain |anguage of § 121(c) (10% aut hori zes
the Governor to create a statew de program, the relevant purpose
of which is to facilitate the joint funding of JTPA activities
wth services and activities conducted under other federal

state, or local enploynent-related prograns. Al though § 121

(c) (10) inplicitly permts states to jointly fund JTPA and state
enpl oyment and training activities, the § 202(b)(4) funds which
are allocated to activities under § 121 are not Intended to

¢ This regulation is incorrectly cited throughout the
hearing transcript and the filings of the parties.

5



provide the funding for those state enploynent and training
activities, i.e., the joint funding, itself. Rat her, the
§ 202(b)(4) funds are allotted to the Governor to cover the cost
of providing the statew de program to coordinate the joint
funding of JTPA and state activities. Nbreover, § 121(c) (10)
authorizes the creation of a "statew de prograni the purpose of
which is defined by JTPA: therefore, the "statewide progrant
Yould be a JtPAprogram - not a "state program" created by state
aw.

This reading 'of the plain | anguage of § 121(c) (10)is

consistent with the Act's overall schene for delivering

enpl oyment and training services. Under that schene, the

governor of a state establishes service delivery areas ("SDA")

and a private industry council ("pIc") is established for each

SDA. 29 U S.C. A s§§ 1511, 1512. The PIC, in partnership with

| ocal governments, establishes a job training plan for the SDA

which I's submtted to the Governor for approval. 29 U S C A s§§

1513, 1515. The Governor is responsible for preparing a

st at ement of ?oals and objectives to assist spbas in the

devel opnent of their job training plans, for devel oping and

i npl ementing a plan for coordinating JTPA activities wth state
.and | ocal agencies, and for providing special services, such as a
model training programor a programfor offenders. 29 US CA

§§ 1531. Thus, the Governor's role. in delivering enploynent and

training services under this Act is limted to coordinating and
assisting in the inplenentation of local job training plans; the

Act's schema does not conceive the Governor% role as managi ng

the day to day operations of basic job training prograns.

The legislative history of the Act supports this
interpretation of the framework for providing job training and
enpl oyment services under the Act. Both the Senate and the House
reports acconpanying the respective bills submtted to the'
Conference Commttee for reconciliation define the state's role
in enploynent and training services as one of supervising and
coordinating the local delivery system See generally H R Rep.
No. 537, 97th Cong., 2d Sess. (1982) [hereinafter H.R.Rep.] and
S. Rep. No. 469, 97th Cong., 24 Sess. (1982), reprinted in 1982
US CCAN 2636 [hereinafter S. Rep.]. As described in the
Senate report,

the state will be the key actor in the approval of job
trai ning prograns. First, and perhaps nost inportant,
the state will define the structure of the delivery
system through the determ nation of service delivery
ar eas. ... The governor will also be in charge of
approving locally devel oped pl ans, of nDnitorin? and
audi ting the performance of plans, of insuring fiscal
responsibility and conpliance with federal nmandates as
wel |l as of running statewi de prograns. |n short, the
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basi ¢ supervisory role previously performed by the
federal government will now be turned over to the
state.

S. Rep. at 2638 (enphasis added). The House Report expresses a
simlar intent regarding the state's role under the Act:

Wiile the Commttee bill does not give to the States
any authority to design the |ocal delivery system or
approve the plans of |ocal ﬁrine sponsors, the

Conmi ttee recogni zes that the evidence points to a need
for greater coordination of enploynent and trainin
prograns with rel ated agencies and prograns in eac
state. The Committee has reacted to this need by
strengt hening the coordinating role of the Governor and
the State council.

H Rep. at 13.

In light of the Act's franework, provisions in both the
Senate bill and the House amendnent which appear to be the source
of § 121(c) (10), suggest that Congress intended to fund the cost
of coordinating the joint funding of JTPA activities with other
federal, state, or local enploynment-related activities. The
Conference Report notes that

The Senate bill provides that funds available to
the Governor may be used for devel oping |inkages
bet ween prograns funded under this Act and related
progr ans. _

The House anendnent provides that funds may be
used for State-w de progranms and to provide for joint
funding of activities under this Act and rel ated
progranms.

H R Conf. Rep. No. 889, 97th Cong., 2d Sess. (1982), reprinted
in 1982 U S.CC AN 2729. Both the Senate and the House

provi sions were accepted by the Conference conmttee, and
presumably resulted 1n the Act's authorization of funding for §
121 (c) (10) pursuant to § 202(b)(4). Id.

The rational e underlying these provisions is nost clearly
expressed in the House report's discussion of general
requi renments:

The conmittee is concerned that funds for the use
under the bill not duplicate facilities or services
al ready available in an area. Instead, the intent of
the Commttee is to encourage the utilization of
existing prograns and facilities consistent with
performance and effectiveness criteria.



H Rep. at 16.

However, the fact that both the Senate and the House wanted
states to avoid duplicating facilities and services is nost
clearly evidenced by the Act itself. Wth only limted _
exceptions, § 107(b) of the Act mandates that "[f]lunds provi ded
under this Act shall not be used to duplicate facilities or
services available in the area.” 29 US. CA s§ 1517.

In sum then, the nost viable interpretation of § 121(c) (10)
is that it represents Congress's desire to encourage states to
make the nost efficient use of enplornent and training resources
by authorizing the Governor to establish a statew de program the
purpose of which is to coordinate the array of federal, state,
and | ocal enployment and training services. This interpretation
of § 121(c) (10) does no violence to the Act's delineation of
state responsibilities under the Act nor to its express intention
to encourage coordination of services. I n contrast, MDOL's
interpretation as allow ng the Governor to charge JTPA funds for
state-created enpl oynent and training services requires one to
ignore the Act's framework for inplenmenting job training prograns
as well as its preference for coordinated services. It alters
the Governor% role by allowng him in effect, to deliver state-
created enploynent and training services paid for wwth federa
funds. MDOL's interpretation also provides inplicit
aut hori zation for the duplication of JTPA enploynment and training
services which is expressly prohibited by the Act. In short,
MDOL interprets § 121(c)(10), in conjunction with § 202(b%(4), as
providing the Governor with a block grant to fund any enpl oynent
or training program- an interpretation wholly at odds wth the
franemgyg of the Act and Congress's intent in structuring the Act
as it did.

Reading § 121(c) (10) under the bright lights of plain
| anguage and Congressional intent, the costs at issue in this
case cannot be allocated to JTPA funds pursuant to § 121(c) (10)
because there is no evidence that the prograns which received the
§ 202(b) (4) funds were established for the purpose of
coordinating or facilitating the joint funding of JTPA activities
and other federal, state, or local enploynment and training
services. To the contrary, ML stipulated that the state
prograns at issue were "funded by state dollars" (except, of
course, those costs which were charged to JTPA funds) and
"constitute state enpl oynent training prograns/ (Stipulation of
Facts at 19.) As these programs do not fit under the rubric of
prograns designed to coordinate - or "provide for" - the joint
funding of JTPA activities with other enploynent and training
activities, the costs at issue nust be disallowed.



ORDER
The Grant Oficer's Final Determ nations of September 28,

1989, and Septenber 11, 1992, are affirmed to the extent that
they di sal low costs in the amount of $1,155,473.00 charged by

MDOL to JTPA funds.
A{ia xpﬁq

Law ence E. G ay
Adm ni strative Law Judge
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