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(This policy replaces E&T Policy 300-09-01 Funding Reallocation Policy) 


Originating Office:  Workforce Development
Subject:  Recapture and Reallocation of Local WIA Formula Funds
Issued:  8-15-06
Programs: Workforce Investment Act
Purpose:  To provide policy for the recapturing and reallocating of Local WIA Youth, Adult and Dislocated Worker 
formula funds based on expenditure rates.

Reference: WIA 20 CFR 667.160
Background:  WIA funds are allocated annually based on funding formulas established under WIA Sections 127, 132 and 133.   The formula is meant to address the needs of States and Local Area in serving target populations identified under WIA.  While the demand for resources traditionally exceeds what is available, WIA funding levels continue to decline or are subject to recapture because of the apparent or perceived underutilization of funds. States and Local Areas often have large unspent balances each year subjecting States to fund recapture or the loss of new funding because of large unspent balances.  To address this problem greater emphasis must be placed on maintaining acceptable expenditure levels.  One way to accomplish this objective is to increase the flexibility of States to move funds between Areas where documented needs exist.  With the approval of the Program Years 2005-2006 State of Kansas Two-Year Workforce Development Plan, the Governor was granted a waiver to implement an expenditure-based recapture/reallocation policy for Local Area WIA formula funds to allow for this added flexibility.
Action:  Disseminate to all interested parties.
Contact: Questions should be directed to Armand Corpolongo, (785) 296-7876, TTY (Hearing Impaired): (785) 296-3487, e-mail acorpolongo@kansascommerce.com . 

Attachment: None.
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Recapture and Reallocation of Local WIA Formula Funds
In addition to provisions for the recapture and reallocation of local area funds based on prior year unobligated balances as provided for by federal regulation (20 CFR 667.160), this state policy provides for the potential recapture and reallocation of funds based on expenditure levels.

Review of Expenditures and Accrued Costs

Both expenditures and accrued costs will be reviewed at the end of each Program Year:

Minimum Expenditure + Accrued Cost Requirements

At the conclusion of each Program Year, a Local Area must attain a 70% expended/accrued level.  Local Areas that do not meet this standard are subject to the recapture and reallocation of funds in accordance with this policy.
Recapturing Funds

Adult, Dislocated Worker, and Youth Formula funds allocated to the Local Area, as well as any amounts reserved for administration (up to 10% from each fund), are subject to recapturing.  Local Area allocations
 will be adjusted for any allowable transfer between funding 
streams. Recaptured amounts will be separately determined for each funding stream.  A proportionate amount of administrative funds will be recaptured to go along with recaptured Adult, Youth or Dislocated Worker funding.  The amount of recaptured administrative funds may not exceed 10% of the recaptured funds but may be less than 10% if the Local Area can document the expenditure of administrative funds are compliant with the expenditure policy and the recapture of these funds would cause harm to the administrative operations of the Area’s programs.  
The Kansas Department of Commerce may recapture funds from a Local Area as outlined below:


End of Program Year One

Any amount of unspent funds that does not meet the 70% expenditure/accrual requirement may be subject to recapture.  
Reallocating Funds

All local areas that have met the expenditure/accrual criteria are eligible for any potential reallocation of recaptured funds. Recaptured funds will be reallocated on the basis of each eligible Area’s percent of the combined initial allocation.  An example of this method is as follows: Approximately $110,000 of recaptured funds ($100,000 Adult and $10,000 administrative) is identified.  Local Areas A, B and C qualify for these funds.  The redistribution of these recaptured funds would be based on each Area’s share of their initial allocation.  For example Local Area A’s initial allocation was $100,000; Area B $200,000, Local Area C $100,000 for a total of $400,000.  Area A would qualify for 25% of the recaptured Adult and Administrative funds; Area B 50% and Area C 25%.  
The following is an example of how this process may work.
Expenditure Review – End of Program Year One

	
	Total Allocation 2006 
after 10% admin 
(PY & FY)
	Total Accrued Expenditures 2006 

(PY & FY)
	Expenditures Percent

	Area A Adult
	$500,000
	$400,000
	80%

	Area A Youth
	$600,000
	$300,000
	50%

	Area A DW
	$250,000
	$245,000
	98%

	Area B Adult
	$1,000,000
	$900,000
	90%

	Area B Youth
	$1,500,000
	$1,400,000
	93%

	Area B DW
	$500,000
	$450,000
	90%


In the above example: Area A is subject to recapture for its youth program at 50%.  The amount to be recaptured is calculated as follows: 70% of Area A’s Youth allocation is $420,000 ($600,000 x 70%).  The difference between $420,000 and the actual amount expended of $300,000 is $120,000.  $120,000 is the amount to be recaptured.  The administrative portion to be recaptured is calculated as follows:  $120,000 divided by 90% =$133,333; $133,333 minus $120,000 leaves $13,333 for the administrative amount to be recaptured.

If a Local Area declines additional funds their proportionate share will be pooled with other recaptured funds and redistributed to the remaining qualifying areas utilizing the above noted methodology.

Local Plan Modifications

Recapture or reallocation of funds constitutes a modification of the Local Workforce Plan. The Local Board shall ensure all modifications (including new Budgets) are submitted in accordance with State Policy #3-10-01 - Modifications to Local Workforce Investment Plans (Rev #1).

Policy 3-09 rescinded on 2/18/10  because waiver renewal was not granted.





� HYPERLINK "http://kwpolicies.kansascommerce.com/ArchivedPolicies/Pages/default.aspx" �Click here� to access Archived Policies where you can find 3-09.
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