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Subpart D—Administrative 
Standards

§ 627.400 Scope and purpose. 

This subpart establishes the adminis-
trative and financial standards and re-
quirements that apply to funds re-
ceived under the Act.

§ 627.405 Grant agreement and fund-
ing. 

(a)(1) Pursuant to § 627.200 of this part 
and the Governor/Secretary agreement, 
each program year there will be exe-
cuted a grant agreement signed by the 
Governor or the Governor’s designated 
representative and the Secretary or the 
Secretary’s designated representative 
(Grant Officer). 

(2) The grant agreement described in 
paragraph (a)(1) of this section shall be 
the basis for Federal obligation of 
funds for the program year for pro-
grams authorized by titles I, II, and III, 
including any title III discretionary 
projects awarded to the State, and such 
other funds as the Secretary may 
award under the grant. 

(b) Funding. The Secretary shall allot 
funds to the States in accordance with 
sections 162, 202, 252, 262, and 302 of the 
Act. The Secretary shall obligate such 
allotments through Notices of Obliga-
tion. 

(c) Pursuant to instructions issued 
by the Secretary, additional funds may 
be awarded to States for the purpose of 
carrying out the administrative activi-
ties described in section 202(c)(1)(A) 
when a State receives an amount under 
such section that is less than $500,000 
(section 453(d)). 

(d) Termination. Each grant shall ter-
minate when the period of availability 
for expenditure (funding period), as 
specified in section 161(b) of the Act, 
has expired and shall be closed in ac-
cordance with § 627.485, of this part, 
Closeout.

§ 627.410 Reallotment and reallocation. 

(a)(1) The Governor shall reallocate 
title II–A and II–C funds among service 
delivery areas within the State in ac-
cordance with the provisions of section 
109(a) of the Act. The amount to be re-
allocated, if any, shall be based on SDA 
obligations of the funds allocated sepa-

rately to each SDA for title II–A or II–
C programs. 

(2) The Governor shall not establish 
reallocation requirements that are in-
consistent with the provisions of sec-
tion 109(a) of the Act. 

(b) The Secretary shall reallot title 
II–A and II–C funds among the States 
in accordance with the provisions of 
section 109(b) of the Act. The amounts 
to be reallotted, if any, shall be based 
on State obligations of the funds allot-
ted separately to each State for title 
II–A or II–C programs, excluding funds 
allotted under section 202(c)(1)(D) and 
the State’s obligation of such funds. 

(c) Title III funds shall be reallotted 
by the Secretary in accordance with 
section 303 of the Act.

§ 627.415 Insurance. 

(a) General. Each recipient and sub-
recipient shall follow its normal insur-
ance procedures except as otherwise in-
dicated in this section and § 627.465, 
Property Management Standards. 

(b) DOL assumes no liability with re-
spect to bodily injury, illness, or any 
other damages or losses, or with re-
spect to any claims arising out of any 
activity under a JTPA grant or agree-
ment whether concerning persons or 
property in the recipient’s or any sub-
recipient’s organization or that of any 
third party.

§ 627.420 Procurement. 

(a) General. (1) For purposes of this 
section, the term procurement means 
the process which leads to any award of 
JTPA funds. 

(2) The Governor, in accordance with 
the minimum requirements established 
in this section, shall prescribe and im-
plement procurement standards to en-
sure fiscal accountability and prevent 
waste, fraud, and abuse in programs ad-
ministered under this Act. 

(3) When procuring property and 
services, a State shall follow the same 
policies and procedures it uses for pro-
curements from its non-Federal funds, 
provided that the State’s procurement 
procedures also comply with the min-
imum requirements of this section. 

(4) Each subrecipient shall use its 
own procurement procedures which re-
flect applicable State and local laws 
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and regulations, provided that the sub-
recipient’s procurement procedures 
also comply with the requirements of 
this section and the standards estab-
lished by the Governor, pursuant to 
paragraph (a)(2) of this section. 

(5) States and subrecipients shall not 
use funds provided under JTPA to du-
plicate facilities or services available 
in the area (with or without reimburse-
ment) from Federal, State, or local 
sources, unless it is demonstrated that 
the JTPA-funded alternative services 
or facilities would be more effective or 
more likely to achieve performance 
goals (sections 107(b) and 141(h)). 

(6) Awards are to be made to respon-
sible organizations possessing the dem-
onstrated ability to perform success-
fully under the terms and conditions of 
a proposed subgrant or contract. A de-
termination of demonstrated ability 
shall be done in accordance with the 
requirements contained in § 627.422 (b) 
and (d). 

(b) Competition. (1) Each State and 
subrecipient shall conduct procure-
ments in a manner which provides full 
and open competition. Some of the sit-
uations considered to be restrictive of 
competition include, but are not lim-
ited to: 

(i) Placing unreasonable require-
ments on firms or organizations in 
order for them to qualify to do busi-
ness; 

(ii) Requiring unnecessary experience 
and excessive bonding; 

(iii) Noncompetitive pricing practices 
between firms or organizations or be-
tween affiliated companies or organiza-
tions; 

(iv) Noncompetitive awards to con-
sultants that are on retainer contracts; 

(v) Organizational conflicts of inter-
est; 

(vi) Specifying only a ‘‘brand name’’ 
product instead of allowing ‘‘an equal’’ 
product to be offered and describing 
the performance of other relevant re-
quirements of the procurement; 

(vii) Overly restrictive specifications; 
and 

(viii) Any arbitrary action in the pro-
curement process. 

(2) Each State and subrecipient shall 
have written procedures for procure-
ment transactions. These procedures 
shall ensure that all solicitations: 

(i) Incorporate a clear and accurate 
description of the technical require-
ments for the material, product, or 
service to be procured (including quan-
tities). Such description shall not, in 
competitive procurements, contain fea-
tures which unduly restrict competi-
tion; and 

(ii) Identify all requirements which 
the offerors must fulfill and all other 
factors to be used in evaluating bids or 
proposals. 

(3) Each State and subrecipient shall 
ensure that all prequalified lists of per-
sons, firms, or other organizations 
which are used in acquiring goods and 
services are current and include suffi-
cient numbers of qualified sources to 
ensure maximum open and free com-
petition. 

(c) Conflict of interest. (1) Each recipi-
ent and subrecipient shall maintain a 
written code of standards of conduct 
governing the performance of persons 
engaged in the award and administra-
tion of JTPA contracts and subgrants. 
To the extent permitted by State or 
local law or regulation, such standards 
of conduct will provide for penalties, 
sanctions, or other disciplinary actions 
for violations of such standards by the 
awarding agency’s officers, employees, 
or agents, or by awardees or their 
agents. 

(2) Staff conflict of interest. Each re-
cipient and subrecipient shall ensure 
that no individual in a decisionmaking 
capacity shall engage in any activity, 
including participation in the selec-
tion, award, or administration of a 
subgrant or contract supported by 
JTPA funds if a conflict of interest, 
real or apparent, would be involved. 

(3) PIC conflict of interest. (i) A PIC 
member shall not cast a vote, nor par-
ticipate in any decisionmaking capac-
ity, on the provision of services by 
such member (or any organization 
which that member directly rep-
resents), nor on any matter which 
would provide any direct financial ben-
efit to that member. 

(ii) Neither membership on the PIC 
nor the receipt of JTPA funds to pro-
vide training and related services shall 
be construed, by itself, to violate provi-
sions of section 141(f) of the Act or 
§ 627.420. 
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(4) A conflict of interest under para-
graphs (c) (2) and (3) of this section 
would arise when: 

(i) The individual, 
(ii) Any member of the individual’s 

immediate family, 
(iii) The individual’s partner, or 
(iv) An organization which employs, 

or is about to employ, any of the 
above, has a financial or other interest 
in the firm or organization selected for 
award. 

(5) The officers, employees, or agents 
of the agency and PIC members mak-
ing the award will neither solicit nor 
accept gratuities, favors, or anything 
of monetary value from awardees, po-
tential awardees, or parties to sub-
agreements. States and subrecipients 
may set minimum rules where the fi-
nancial interest is not substantial or 
the gift is an unsolicited item of nomi-
nal intrinsic value. 

(d) Methods of procurement. (1) Each 
State and subrecipient shall use one of 
the following methods of procurement, 
as appropriate for each procurement 
action: 

(i) Small purchase procedures—simple 
and informal procurement methods for 
securing services, supplies, or other 
property that do not cost more than 
$25,000 in the aggregate. Recipients and 
subrecipients shall not break down one 
purchase into several purchases merely 
to be able to use small purchase proce-
dures. The Governor shall establish 
standards for small purchase proce-
dures to ensure that price or rate 
quotations will be documented from an 
adequate number of qualified sources. 

(ii) Sealed bids (formal advertising)—
bids are publicly solicited procure-
ments for which a firm-fixed-price 
award (lump sum or unit price) or 
other fixed-price arrangement is 
awarded to the responsible bidder 
whose bid, conforming with all the ma-
terial terms and conditions of the invi-
tation for bids, is the lowest in price. 
The Governor shall establish standards 
for sealed bids which include require-
ments that invitations for bids be pub-
licly advertised, and that bids be solic-
ited from an adequate number of orga-
nizations. 

(iii) Competitive proposals—normally 
conducted with more than one source 
submitting an offer and either a fixed-

price or cost-reimbursement type 
award is made. The Governor shall es-
tablish standards for competitive pro-
posals which include requirements for 
the establishment of a documented 
methodology for technical evaluations 
and award to the responsible offeror 
whose proposals are most advantageous 
to the program with price, technical, 
and other factors considered. 

(iv) Noncompetitive proposals (sole 
source)—procurement through solicita-
tion of a proposal from only one 
source, the funding of an unsolicited 
proposal, or when, after solicitation of 
a number of sources, competition is de-
termined inadequate. Each State and 
subrecipient shall minimize the use of 
sole source procurements to the extent 
practicable, but in every case the use 
of sole source procurements shall be 
justified and documented. On-the-job 
training (OJT) awards (except OJT 
brokering awards, which shall be se-
lected competitively) and the enroll-
ment of individual participants in 
classroom training may be sole 
sourced. For all other awards, procure-
ment by noncompetitive proposals may 
be used only when the award is infeasi-
ble under small purchase procedures, 
sealed bids, or competitive proposals 
and one of the following circumstances 
applies: 

(A) The item or service is available 
only from a single source; 

(B) The public exigency or emergency 
need for the item or service does not 
permit a delay resulting from competi-
tive solicitation; 

(C) For SDAs, SSGs and subrecipi-
ents, the awarding agency authorizes 
noncompetitive proposals; for States, 
the noncompetitive proposal is ap-
proved through the State’s normal sole 
source approval process; 

(D) After solicitation of a number of 
sources, competition is determined in-
adequate; 

(2) Pass Throughs—The procurement 
rules do not apply to pass throughs of 
monies from any unit of State or local 
government (or SDA or SSG adminis-
trative entities) to other such units, 
such as a local educational agency or 
public housing authority. To qualify as 
a pass through, the receiving entity 
must either further pass through the 
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monies to another such entity or pro-
cure services in accordance with the 
procurement rules. 

(e) Cost or price analysis. (1) Each re-
cipient, in accordance with the min-
imum requirements established in this 
section, shall establish standards on 
the performance of cost or price anal-
ysis. 

(2) Each recipient and subrecipient 
shall perform a cost or price analysis 
in connection with every procurement 
action, including modifications (except 
for modifications where a determina-
tion has been made that they do not 
have a monetary impact). The method 
and degree of analysis depends on the 
facts surrounding the particular pro-
curement and pricing situation. At a 
minimum, the awarding agency shall 
make independent estimates before re-
ceiving bids or proposals. A cost anal-
ysis is necessary when the offeror is re-
quired to submit the elements of the 
estimated cost (e.g., as in the case of 
subrecipient relationships), when ade-
quate price competition is lacking, and 
for sole source procurements, including 
modifications or change orders. A price 
analysis shall be used when price rea-
sonableness can be established on the 
basis of a catalog or market price of a 
commercial product sold in substantial 
quantities to the general public or 
based on prices set by law or regulation 
(including situations involving inad-
equate price competition and sole 
source procurements where a price 
analysis may be used in lieu of a cost 
analysis). When a cost analysis is nec-
essary and there is inadequate price 
competition, the offeror shall certify 
that to the best of its knowledge and 
belief, the cost data are accurate, com-
plete, and current at the time of agree-
ment on price. Awards or modifications 
negotiated in reliance on such data 
should provide the awarding agency a 
right to a price adjustment to exclude 
any significant sum by which the price 
was increased because the awardee had 
knowingly submitted data that were 
not accurate, complete, or current as 
certified. 

(3) JTPA procurements shall not per-
mit excess program income (for non-
profit and governmental entities) or 
excess profit (for private for-profit en-
tities). If profit or program income is 

included in the price, the awarding 
agency shall negotiate profit or pro-
gram income as a separate element of 
the price for each procurement in 
which there is no price competition 
and in all cases where cost analysis is 
performed. To establish a fair and rea-
sonable profit or program income, con-
sideration shall be given to: 

(i) The complexity of the work to be 
performed; 

(ii) The risk borne by the awardee; 
(iii) The offeror’s investment; 
(iv) The amount of subcontracting/

subgranting; 
(v) The quality of the offeror’s record 

of past performance; 
(vi) Industry profit rates in the sur-

rounding geographical area for similar 
work; and 

(vii) Market conditions in the sur-
rounding geographical area. 

(4) Each recipient and subrecipient 
may charge to the agreement only 
those costs which are consistent with 
the allowable cost provisions of § 627.435 
of this part, including the guidelines 
issued by the Governor, as required at 
§ 627.435(i) of this part. 

(5) The cost plus a percentage of cost 
method shall not be used. 

(f) Oversight. (1) Each recipient and 
subrecipient shall conduct and docu-
ment oversight to ensure compliance 
with the procurement standards, in ac-
cordance with the requirements of 
§ 627.475 of this part, Oversight and 
monitoring. 

(2) Each recipient and subrecipient 
shall maintain an administration sys-
tem which ensures that vendors and 
subrecipients perform in accordance 
with the terms, conditions, and speci-
fications of their awards. 

(g) Transactions between units of gov-
ernment. (1) Except as provided in para-
graph (g)(2) of this section, procure-
ment transactions between units of 
State or local governments, or any 
other entities organized principally as 
the administrative entity for service 
delivery areas or substate areas, shall 
be conducted on a cost reimbursable 
basis. Cost plus type awards are not al-
lowable. 

(2) In the case of procurement trans-
actions with schools that are a part of 
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these entities, such as State univer-
sities and secondary schools, when tui-
tion charges or entrance fees are not 
more than the educational institu-
tion’s catalogue price, necessary to re-
ceive specific training, charged to the 
general public to receive the same 
training, and for training of partici-
pants, the tuition and/ or entrance fee 
does not have to be broken out by 
items of cost. 

(h) Award provisions. Each recipient 
and subrecipient agreement shall: 

(1) Clearly specify deliverables and 
the basis for payment; and 

(2) In the case of awards to subrecipi-
ents, contain clauses that provide for: 

(i) Compliance with the JTPA regula-
tions; 

(ii) Assurance of nondiscrimination 
and equal opportunity as found in 29 
CFR 34.20, Assurance required; dura-
tion of obligation; covenants. 

(3) In the case of awards to vendors, 
contain clauses that provide for: 

(i) Access by the recipient, the sub-
recipient, the Department of Labor, 
the Comptroller General of the United 
States, or any of their duly authorized 
representatives to any books, docu-
ments, papers, and records (including 
computer records) of the contractor or 
subcontractor which are directly perti-
nent to charges to the program, in 
order to conduct audits and examina-
tions and to make excerpts, tran-
scripts, and photocopies; this right also 
includes timely and reasonable access 
to contractor’s and subcontractor’s 
personnel for the purpose of interviews 
and discussions related to such docu-
ments; 

(4) In the case of awards to both sub-
recipients and vendors, contain clauses 
that provide for: 

(i) Administrative, contractual, or 
legal remedies in instances where con-
tractors/subgrantees violate or breach 
agreement terms, which shall provide 
for such sanctions and penalties as 
may be appropriate; 

(ii) Notice of 29 CFR 97.34 require-
ments pertaining to copyrights (agree-
ments which involve the use of copy-
righted materials or the development 
of copyrightable materials); 

(iii) Notice of requirements per-
taining to rights to data. Specifically, 
the awarding agency and the Depart-

ment of Labor shall have unlimited 
rights to any data first produced or de-
livered under the agreement (agree-
ments which involve the use/develop-
ment of computer programs/ applica-
tions, or the maintenance of databases 
or other computer data processing pro-
gram, including the inputing of data); 

(iv) Termination for cause and for 
convenience by the awarding agency, 
including the manner by which the ter-
mination will be effected and the basis 
for settlement; 

(v) Notice of awarding agency re-
quirements and regulations pertaining 
to reporting; 

(vi) Audit rights and requirements; 
(vii) Payment conditions and deliv-

ery terms; 
(viii) Process and authority for 

agreement changes; and 
(ix) Provision against assignment; 
(5) The Governor may establish addi-

tional clauses, as deemed appropriate, 
for State and subrecipient procure-
ments. 

(i) Disputes. (1) The Governor shall 
ensure that the recipient and each sub-
recipient have protest procedures to 
handle and resolve disputes relating to 
their procurements. A protester shall 
exhaust all administrative remedies 
with the subrecipient before pursuing a 
protest at a higher level. 

(2) Violations of law will be handled 
in accordance with the requirements 
contained in § 627.500(c). 

(j) Each recipient and subrecipient 
shall maintain records sufficient to de-
tail the significant history of a pro-
curement. These records shall include, 
but are not necessarily limited to, the 
following: rationale for the method of 
procurement, selection of agreement 
type, awardee selection or rejection, 
and the basis for the agreement price.

§ 627.422 Selection of service pro-
viders. 

(a) Service providers selected under 
titles I, II, and III of the Act shall be 
selected in accordance with the provi-
sions of section 107 of the Act, except 
that section 107(d) shall not apply to 
training under title III. 

(b) Consistent with the requirements 
of this section, the Governor shall es-
tablish standards to be followed by re-
cipients and subrecipients in making 
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determinations of demonstrated per-
formance, prior to the award of all 
agreements under titles I, II, and III of 
the Act. These standards shall comply 
with the requirements of this section, 
§ 627.420, of this part, Procurement, and 
section 164(a)(3) of the Act. The stand-
ards shall require that determinations 
of demonstrated performance will be in 
writing, and completed prior to the 
award of an agreement. 

(c) Each recipient and subrecipient, 
to the extent practicable, shall select 
service providers on a competitive 
basis, in accordance with the standards 
established in § 627.420(b) of this part, 
Procurement. When a State, SDA, 
SSG, or administrative entity deter-
mines that services other than intake 
and eligibility determination will be 
provided by its own staff, a determina-
tion shall be made of the demonstrated 
performance of the entity to provide 
the services. This determination: Shall 
be in writing; shall take into consider-
ation the matters listed in paragraph 
(d) of this section; and may, if appro-
priate, be documented and described in 
the Job Training Plan, GCSSP, or 
EDWAA plan. 

(d) Awards are to be made to organi-
zations possessing the demonstrated 
ability to perform successfully under 
the terms and conditions of a proposed 
subgrant or contract. Where com-
parable proposals have been received 
from an offeror which has dem-
onstrated performance and a high-risk 
recipient/subrecipient, and a deter-
mination has been made that both pro-
posals are fundable, the award should 
be made to the offeror which has dem-
onstrated performance, unless other 
factors dictate a contrary result. De-
terminations of demonstrated perform-
ance shall be in writing, and take into 
consideration such matters as whether 
the organization has: 

(1) Adequate financial resources or 
the ability to obtain them; 

(2) The ability to meet the program 
design specifications at a reasonable 
cost, as well as the ability to meet per-
formance goals; 

(3) A satisfactory record of past per-
formance (in job training, basic skills 
training, or related activities), includ-
ing demonstrated quality of training; 
reasonable drop-out rates from past 

programs; where applicable, the ability 
to provide or arrange for appropriate 
supportive services as specified in the 
ISS, including child care; retention in 
employment; and earning rates of par-
ticipants; 

(4) For title II programs, the ability 
to provide services that can lead to the 
achievement of competency standards 
for participants with identified defi-
ciencies; 

(5) A satisfactory record of integrity, 
business ethics, and fiscal account-
ability; 

(6) The necessary organization, expe-
rience, accounting and operational 
controls; and 

(7) The technical skills to perform 
the work. 

(e) In selecting service providers to 
deliver services in a service delivery 
area/substate area, proper consider-
ation shall be given to community-
based organizations (section 107(a)). 
These community-based organizations, 
including women’s organizations with 
knowledge about or experience in non-
traditional training for women, shall 
be organizations which are recognized 
in the community in which they are to 
provide services. Where proposals are 
evenly rated, and one of these pro-
posals has been submitted by a CBO, 
the tie breaker may go to the CBO. 

(f) Appropriate education agencies in 
the service delivery area/substate area 
shall be provided the opportunity to 
provide educational services, unless 
the administrative entity dem-
onstrates that alternative agency(ies) 
or organization(s) would be more effec-
tive or would have greater potential to 
enhance the participants’ continued 
educational and career growth (section 
107(c)). Where proposals are evenly 
rated, and one of these proposals has 
been submitted by an educational in-
stitution, the tie breaker shall go to 
the educational institution. 

(g) In determining demonstrated per-
formance of institutions/organizations 
which provide training, such perform-
ance measures as retention in training, 
training completion, job placement, 
and rates of licensure shall be taken 
into consideration. 
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(h) Service providers under agree-
ments to conduct projects under sec-
tion 123(a)(2) shall be selected in ac-
cordance with the requirements of this 
section. 

(i) The requirements of section 
204(d)(2)(B) shall be followed in enter-
ing into agreements to provide services 
for older individuals funded under title 
II, part A. 

(j) Additional requirements for selec-
tion of service providers by substate 
grantees are described at section 
313(b)(6) of the Act and § 631.52 of this 
chapter. 

(k) Amounts for service providers. 
Each SDA/SSG shall ensure that, for 
all services provided to participants 
through contracts, grants, or other 
agreements with a service provider, 
such contract, grant, or agreement 
shall include appropriate amounts nec-
essary for administration and sup-
portive services (section 108(b)(5)). 

(l) When a State, SDA or SSG has a 
policy of awarding additional points to 
proposals received from such organiza-
tions as minority business enterprises 
and women-owned businesses, and this 
policy is generally applicable to its 
other funds, the State, SDA or SSG 
may apply this policy to the JTPA 
funds.

§ 627.423 Funding restrictions for 
‘‘high-risk’’ recipients and sub-
recipients. 

(a) A recipient or subrecipient may 
be considered ‘‘high-risk’’ if an award-
ing agency determines that the recipi-
ent or subrecipient is otherwise respon-
sible, but: 

(1) Has a history of unsatisfactory 
performance; 

(2) Is not financially stable; 
(3) Has a management system which 

does not meet the management stand-
ards set forth in this part; or 

(4) Has not conformed to terms and 
conditions of a previously awarded 
grant or subgrant. 

(b) If the awarding agency deter-
mines that an award will be made to a 
‘‘high-risk’’ recipient or subrecipient, 
then special funding restrictions that 
address the ‘‘high-risk’’ status may be 
included in the award. Funding restric-
tions may include, but are not limited 
to: 

(1) Payment on a reimbursement 
basis; 

(2) Requiring additional and/or more 
detailed financial or performance re-
ports; 

(3) Additional monitoring; 
(4) Requiring the recipient or sub-

recipient to obtain specific technical or 
management assistance; and/or 

(5) Establishing additional prior ap-
provals. 

(c) If an awarding agency decides to 
impose such funding restrictions, the 
awarding official will notify the recipi-
ent or subrecipient as early as possible, 
in writing, of: 

(1) The nature of the funding restric-
tions; 

(2) The reason(s) for imposing them; 
(3) The corrective actions which must 

be taken before they will be removed 
and the time allowed for completing 
the corrective actions; and 

(4) The method of requesting recon-
sideration of the restrictions imposed.

§ 627.424 Prohibition of subawards to 
debarred and suspended parties. 

(a) No recipient or subrecipient shall 
make any awards or permit any awards 
at any tier to any party which is 
debarred or suspended or is otherwise 
excluded from or ineligible for partici-
pation in Federal assistance programs 
in accordance with the Department of 
Labor regulations at 29 CFR part 98. 

(b) Recipients and subrecipients shall 
comply with the applicable require-
ments of the Department of Labor reg-
ulations at 29 CFR part 98.

§ 627.425 Standards for financial man-
agement and participant data sys-
tems. 

(a)(1) General. The financial manage-
ment system and the participant data 
system of each recipient and sub-
recipient shall provide federally re-
quired records and reports that are uni-
form in definition, accessible to au-
thorized Federal and State staff, and 
verifiable for monitoring, reporting, 
audit, program management, and eval-
uation purposes (sections 165(a)(1) and 
(2), and 182). 

(2) An awarding agency may review 
the adequacy of the financial manage-
ment system and participant data sys-
tem of any recipient/subrecipient as 
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part of a preaward review or at any 
time subsequent to award. 

(b) Financial systems. Recipients and 
subrecipients shall ensure that their 
own financial systems as well as those 
of their subrecipients provide fiscal 
control and accounting procedures that 
are: 

(1) In accordance with generally ac-
cepted accounting principles applicable 
in each State including: 

(i) Information pertaining to 
subgrant and contract awards, obliga-
tions, unobligated balances, assets, li-
abilities, expenditures, and income; 

(ii) Effective internal controls to 
safeguard assets and assure their prop-
er use; 

(iii) A comparison of actual expendi-
tures with budgeted amounts for each 
subgrant and contract; 

(iv) Source documentation to support 
accounting records; and 

(v) Proper charging of costs and cost 
allocation; and 

(2) Sufficient to: 
(i) Permit preparation of required re-

ports; 
(ii) Permit the tracing of funds to a 

level of expenditure adequate to estab-
lish that funds have not been used in 
violation of the applicable restrictions 
on the use of such funds; 

(iii) As required by section 165(g), 
permit the tracing of program income, 
potential stand-in costs and other 
funds that are allowable except for 
funding limitations, as defined in 
§ 627.480(f) of this part, Audits; and 

(iv) Demonstrate compliance with 
the matching requirement of section 
123(b)(2). 

(c) Applicant and participant data sys-
tems. Each recipient and subrecipient 
shall ensure that records are main-
tained: 

(1) Of each applicant for whom an ap-
plication has been completed and a for-
mal determination of eligibility or in-
eligibility made; 

(2) Of each participant’s enrollment 
in a JTPA-funded program in sufficient 
detail to demonstrate compliance with 
the relevant eligibility criteria attend-
ing a particular activity and with the 
restrictions on the provision and dura-
tion of services and specific activities 
imposed by the Act; and 

(3) Of such participant information as 
may be necessary to develop and meas-
ure the achievement of performance 
standards established by the Secretary.

§ 627.430 Grant payments. 
(a) Except as provided in paragraph 

(h)(2) of this section, JTPA grant pay-
ments shall be made to the Governor in 
accordance with the Cash Management 
Improvement Act of 1990 (31 U.S.C. 
6501, et seq.), Department of Treasury 
regulations at 31 CFR part 205, and the 
State Agreement entered into with the 
Department of the Treasury. 

(b) Basic standard. Except as provided 
in paragraphs (d) and (e) of this sec-
tion, each recipient and subrecipient 
shall be paid in advance, provided it 
demonstrates the willingness and abil-
ity to limit advanced funds to the ac-
tual immediate disbursement needs in 
carrying out the JTPA program. 

(c) Advance payments. To the max-
imum extent feasible, each sub-
recipient shall be provided advance 
payments via electronic funds transfer, 
following the procedures of the award-
ing agency. 

(d) Reimbursement. (1) Reimbursement 
is the preferred method when the re-
quirements in paragraph (b) of this sec-
tion are not met. 

(i) Each recipient shall submit re-
quests for reimbursement in accord-
ance with the provisions at 31 CFR part 
205. 

(ii) Each subrecipient shall submit 
requests for reimbursement in accord-
ance with requirements established by 
the awarding agency. 

(2) Each subrecipient shall be paid as 
promptly as possible after receipt of a 
proper request for reimbursement. 

(e) Working capital advance payments. 
If a subrecipient cannot meet the cri-
teria for advance payments described 
in paragraph (b) of this section, and the 
awarding agency has determined that 
reimbursement is not feasible because 
the subrecipient lacks sufficient work-
ing capital, the awarding agency may 
provide cash on a working capital ad-
vance payment basis. Under this proce-
dure, the awarding agency shall ad-
vance cash to the subrecipient to cover 
its estimated disbursement needs for 
an initial period, generally geared to 
the subrecipient’s disbursing cycle. In 
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no event may such an advance exceed 
20 percent of the award amount. There-
after, the awarding agency shall reim-
burse the subrecipient for its actual 
cash disbursements. The working cap-
ital advance method of payment shall 
not be used by recipients or subrecipi-
ents if the reason for using such meth-
od is the unwillingness or inability of 
the recipient or subrecipient to provide 
timely advances to the subrecipient to 
meet the subrecipient’s actual cash dis-
bursements. 

(f) Effect of program income, refunds, 
and audit recoveries on payment. Each 
recipient and subrecipient shall dis-
burse cash received as a result of pro-
gram income, rebates, refunds, con-
tract settlements, audit recoveries, and 
interest earned on such funds before re-
questing additional cash payments. 

(g) Cash depositories. (1) Consistent 
with the national goal of expanding the 
opportunities for minority business en-
terprises, each recipient and sub-
recipient is encouraged to use minor-
ity-owned banks (a bank which is at 
least 50 percent owned by minority 
group members). Additional informa-
tion may be obtained from the Minor-
ity Business Development Agency, De-
partment of Commerce, Washington, 
DC 20230. 

(2) A recipient or subrecipient shall 
not be required to maintain a separate 
bank account but shall separately ac-
count for Federal funds on deposit. 

(h) Interest earned on advances. (1) An 
interest liability shall accrue on ad-
vance payments between Federal agen-
cies and State governments, as pro-
vided by the Cash Management Im-
provement Act (31 U.S.C. 6501, et seq.) 
and implementing regulations at 31 
CFR part 205. 

(2) Each recipient and subrecipient 
shall account for interest earned on ad-
vances of Federal funds as program in-
come, as provided at § 627.450 of this 
part, Program income.

§ 627.435 Cost principles and allowable 
costs. 

(a) General. To be allowable, a cost 
shall be necessary and reasonable for 
the proper and efficient administration 
of the program, be allocable to the pro-
gram, and, except as provided herein, 
not be a general expense required to 

carry out the overall responsibilities of 
the Governor or a governmental sub-
recipient. Costs charged to the pro-
gram shall be accorded consistent 
treatment through application of gen-
erally accepted accounting principles 
appropriate to the JTPA program, as 
determined by the Governor. 

(b) Whether a cost is charged as a di-
rect cost or as an indirect cost shall be 
determined in accordance with the de-
scriptions of direct and indirect costs 
contained in the OMB Circulars identi-
fied in DOL’s regulations at 29 CFR 
97.22(b). 

(c) Costs allocable to another Federal 
grant, JTPA program, or cost category 
may not be shifted to a JTPA grant, 
subgrant, program, or cost category to 
overcome fund deficiencies, avoid re-
strictions imposed by law or grant 
agreements, or for other reasons. 

(d) Applicable credits such as rebates, 
discounts, refunds, and overpayment 
adjustments, as well as interest earned 
on any of them, shall be credited as a 
reduction of costs if received during 
the same funding period that the cost 
was initially charged. Credits received 
after the funding period shall be re-
turned to the Department as provided 
for at § 627.490(b). 

(e) The following costs are not allow-
able charges to the JTPA program: 

(1) Costs of fines and penalties result-
ing from violations of, or failure to 
comply with, Federal, State, or local 
laws and regulations; 

(2) Back pay, unless it represents ad-
ditional pay for JTPA services per-
formed for which the individual was 
underpaid; 

(3) Entertainment costs; 
(4) Bad debts expense; 
(5) Insurance policies offering protec-

tion against debts established by the 
Federal Government; 

(6) Contributions to a contingency re-
serve or any similar provision for un-
foreseen events; 

(7) Costs prohibited by 29 CFR part 93 
(Lobbying Restrictions) or costs of any 
salaries or expenses related to any ac-
tivity designed to influence legislation 
or appropriations pending before the 
Congress of the United States; and 

(8) Costs of activities prohibited in 
§ 627.205, Public service employment 

VerDate Jan<31>2003 04:55 Apr 15, 2003 Jkt 200062 PO 00000 Frm 00210 Fmt 8010 Sfmt 8010 Y:\SGML\200062T.XXX 200062T



211

Employment and Training Administration, Labor § 627.440 

prohibition; § 627.210, Nondiscrimina-
tion and nonsectarian activities; 
§ 627.215, Relocation; § 627.225, Employ-
ment generating activities; and 
§ 627.230, Displacement, of this part. 

(f)(1) The cost of legal expenses re-
quired in the administration of grant 
programs is allowable. Legal expenses 
include the expenses incurred by the 
JTPA system in the establishment and 
maintenance of a grievance system, in-
cluding the costs of hearings and ap-
peals, and related expenses such as law-
yers’ fees. Legal expenses does not in-
clude costs resulting from, and after, 
the grievance process such as fines and 
penalties, which are not allowable, and 
settlement costs, which are allowable 
to the extent that such costs included 
in the settlement would have been al-
lowable if charged to the JTPA pro-
gram at the time they were incurred. 

(2) Legal services furnished by the 
chief legal officer of a State or local 
government or staff solely for the pur-
pose of discharging general responsibil-
ities as a legal officer are unallowable. 

(3) Legal expenses for the prosecution 
of claims against the Federal Govern-
ment, including appeals to an Adminis-
trative Law Judge, are unallowable. 

(g) Costs of travel and incidental ex-
penses incurred by volunteers are al-
lowable provided such costs are in-
curred for activities that are generally 
consistent with section 204(c)(6) of the 
Act. 

(h) Contributions to a reserve for a 
self-insurance program, to the extent 
that the type and extent of coverage 
and the rates and premiums would 
have been allowed had insurance been 
purchased to cover the risks, are allow-
able. 

(i) The Governor shall prescribe and 
implement guidelines on allowable 
costs for SDA, SSG, and statewide pro-
grams that are consistent with the cost 
principles and allowable costs provi-
sions of paragraphs (a) through (h) of 
this section and that include, at a min-
imum, provisions that specify the ex-
tent to which the following cost items 
are allowable or unallowable JTPA 
costs and, if allowable, guidelines on 
conditions or the extent of allow-
ability, documentation requirements, 
and any prior approval requirements 
applicable to such cost items: 

(1) Compensation for personal serv-
ices of staff, including wages, salaries, 
supplementary compensation, and 
fringe benefits; 

(2) Costs incurred by the SJTCC, 
HRIC, PIC’s, and other advisory coun-
cils or committees; 

(3) Advertising costs; 
(4) Depreciation and/or use allow-

ances; 
(5) Printing and reproduction costs; 
(6) Interest expense; 
(7) Expenditures for transportation 

and travel; 
(8) Payments to OJT employers, 

training institutions, and other ven-
dors; 

(9) Fees or profits; 
(10) Insurance costs, including insur-

ance coverage for injuries suffered by 
participants who are not covered by ex-
isting workers’ compensation, and per-
sonal liability insurance for PIC mem-
bers; 

(11) Acquisitions of capital assets; 
(12) Building space costs, including 

rent, repairs, and alterations; 
(13) Pre-agreement costs; 
(14) Fund-raising activities; 
(15) Professional services, including 

organizational management studies 
conducted by outside individuals or 
firms; and 

(16) Taxes.

§ 627.440 Classification of costs. 
(a) Allowable costs for programs 

under title II and title III shall be 
charged (allocated) to a particular cost 
objective/category to the extent that 
benefits are received by such cost ob-
jective/category. Joint and similar 
types of costs may be charged initially 
to a cost pool used for the accumula-
tion of such costs pending distribution 
in due course to the ultimate benefit-
ting cost objective/category. The clas-
sification of costs for programs under 
title III of the Act are set forth at 
§ 631.13 of this chapter, Classification of 
costs at State and substate levels. 

(b) For State-administered programs 
under Title II, the State is required to 
plan, control, and charge expenditures 
against the following cost objectives/
categories: 

(1) Titles II–A and II–C (combined)—
capacity building and technical assist-
ance (sections 202(c)(1)(B) and 
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262(c)(1)(B) of the Act to carry out ac-
tivities pursuant to sections 
202(c)(3)(A) and 262(c)(3)(A) of the Act); 

(2) Titles II–A and II–C (combined)—8 
percent coordination (sections 
202(c)(1)(C) and 262(c)(1)(C) of the Act to 
carry out activities pursuant to section 
123(d)(2)(A) of the Act); 

(3) Titles II–A and II–C (combined)—8 
percent services/direct training (sec-
tions 202(c)(1)(C) and 262(c)(1)(C) of the 
Act to carry out activities pursuant to 
section 123(d)(2)(B) of the Act); 

(4) Titles II–A and II–C (combined)—8 
percent services/training-related and 
supportive services (sections 
202(c)(1)(C) and 262(c)(1)(C) of the Act to 
carry out activities pursuant to section 
123(d)(2)(B) of the Act); 

(5) Titles II–A and II–C (combined)—8 
percent services/administration (sec-
tions 202(c)(1)(C) and 262(c)(1)(C) of the 
Act to carry out activities pursuant to 
section 123(d)(2)(B) of the Act); 

(6) Titles II–A and II–C (combined)—8 
percent services to disadvantaged (sec-
tion 202(c)(1)(C) and 262(c)(1)(C) of the 
Act to carry out activities pursuant to 
section 123(d)(2)(C) of the Act); 

(7) Title II–A—older individuals/di-
rect training (section 202(c)(1)(D) of the 
Act to carry out activities pursuant to 
section 204(d) of the Act); 

(8) Title II–A—older individuals/
training-related and supportive serv-
ices (section 202(c)(1)(D) of the Act to 
carry out activities pursuant to section 
204(d) of the Act); 

(9) Title II–A—older individuals/ad-
ministration (section 202(c)(1)(D) of the 
Act to carry out activities pursuant to 
section 204(d) of the Act); and 

(10) Title II—administration (sections 
202(c)(1)(A) and 262(c)(1)(A) of the Act 
to carry out activities pursuant to 
Title II of the Act, including Title II–
B). 

(c)(1) SDA grant recipients and their 
subrecipients shall plan, control, and 
charge expenditures, excluding incen-
tive funds received pursuant to sec-
tions 202(c)(1)(B) and 262(c)(1)(B) of the 
Act, against the following cost objec-
tives/categories: 

(i) Title II–A—direct training serv-
ices; 

(ii) Title II–C—direct training serv-
ices; 

(iii) Title II–A—training-related and 
supportive services; 

(iv) Title II–C—training-related and 
supportive services; 

(v) Title II–B—training and sup-
portive services; 

(vi) Title II–A—administration; 
(vii) Title II–B—administration; and 
(viii) Title II–C—administration. 
(2) Incentive funds received pursuant 

to sections 202(c)(1)(B) and 262(c)(1)(B) 
of the Act, may be combined and ac-
counted for in total, without regard to 
cost categories or cost limitations. 

(d) States and subrecipients shall use 
the following definitions in assigning 
costs to the cost categories contained 
in paragraphs (b) and (c) of this sec-
tion: 

(1) Direct training services—title II–A. 
Costs for direct training services that 
may be charged to the title II–A pro-
gram are: 

(i) The personnel and non-personnel 
costs directly related to providing 
those services to participants specified 
in section 204(b)(1) of the Act and 
which can be specifically identified 
with one or more of those services. 
Generally, such costs are limited to: 

(A) Salaries, fringe benefits, equip-
ment, supplies, space, staff training, 
transportation, and other related costs 
of personnel directly engaged in pro-
viding training; and 

(B) Salaries, fringe benefits, and re-
lated non-personnel costs of program 
component supervisors and/or coordi-
nators as well as clerical staff, pro-
vided such staff work exclusively on 
activities or functions specified in sec-
tion 204(b)(1) of the Act or allocations 
of such costs are made based on actual 
time worked or other equitable cost al-
location methods; 

(ii) Books, instructional materials, 
and other teaching aids used by or for 
participants; 

(iii) Equipment and materials used in 
providing training to participants; 

(iv) Classroom space and utility 
costs; 

(v) Costs of insurance coverage of 
participants as specified at § 627.315(b) 
of this part, Benefits and Working Con-
ditions; 

(vi) Payments to vendors for goods or 
services procured for the use or benefit 
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of program participants for direct 
training services, including: 

(A) Payments for commercially 
available training packages purchased 
competitively pursuant to section 
141(d)(3) of the Act; 

(B) Tuition charges, entrance fees, 
and other usual and customary fees of 
an educational institution when such 
tuition charges, entrance fees, or other 
fees are not more than the educational 
institution’s catalogue price, necessary 
to receive specific training, charged to 
the general public to receive the same 
training, and are for training of par-
ticipants; and 

(C) Payments to OJT employers, but 
not brokering contractors. Costs in-
curred under brokering arrangements 
shall be allocated to all of the benefit-
ting cost categories, and 

(vii) Payments to JTPA participants 
that represent hours spent in a direct 
training activity (e.g., wages, work-
based training payments, training pay-
ments for combined activities), includ-
ing work experience, vocational explo-
ration, limited internships, and entry 
employment. 

(2) Direct training services—title II–C. 
Costs for direct training services that 
may be charged to the title II–C pro-
gram are the costs identified in para-
graph (d)(1) of this section as well as 
costs directly related to providing 
those services to participants specified 
in section 264(c)(1) of the Act and which 
can be specifically identified with one 
or more of those services. 

(3) Training-related and supportive 
services—title II–A. Costs for training-
related and supportive services that 
may be charged to the title II–A pro-
gram are: 

(i) The personnel and non-personnel 
costs directly related to providing out-
reach, intake, and eligibility deter-
mination, as well as those services to 
participants specified in section 
204(b)(2) of the Act, and which can be 
specifically identified with one or more 
of those services. Generally, such costs 
are limited to: 

(A) Salaries, fringe benefits, equip-
ment, supplies, space, staff training, 
transportation, and other related costs 
of personnel directly engaged in pro-
viding training-related and/or sup-
portive services; and 

(B) Salaries, fringe benefits, and re-
lated non-personnel costs of program 
component supervisors and/or coordi-
nators as well as clerical staff, pro-
vided such staff work exclusively on 
activities or functions specified in sec-
tion 204(b)(2) of the Act or allocations 
of such costs are made based on actual 
time worked or another equitable allo-
cation method. 

(ii) Needs-based payments, cash in-
centives and bonuses, other financial 
assistance and supportive services to 
participants and applicants, where ap-
plicable. 

(4) Training-related and supportive 
services—title II–C. Costs for training-
related and supportive services that 
may be charged to the title II–C pro-
gram are the costs identified in para-
graph (d)(3) of this section, as well as 
costs directly related to providing 
those services to participants specified 
in section 264(c)(2) of the Act and which 
can be specifically identified with one 
or more of those services. 

(5) Administration. The costs of ad-
ministration are those portions of nec-
essary and allowable costs associated 
with the overall management and ad-
ministration of the JTPA program and 
which are not directly related to the 
provision of services to participants or 
otherwise allocable to the program 
cost objectives/categories in para-
graphs (b)(1)–(8) or (c)(1) (i)–(v) of this 
section. These costs can be both per-
sonnel and non-personnel and both di-
rect and indirect. Costs of administra-
tion shall include: 

(i) Except as provided in paragraph 
(e)(1) of this section, costs of salaries, 
wages, and related costs of the recipi-
ent’s or subrecipient’s staff or PIC staff 
engaged in: 

(A) Overall program management, 
program coordination, and general ad-
ministrative functions, including the 
salaries and related costs of the execu-
tive director, JTPA director, project 
director, personnel officer, fiscal offi-
cer/bookkeeper, purchasing officer, sec-
retary, payroll/insurance/property 
clerk and other costs associated with 
carrying out administrative functions; 

(B) Preparing program plans, budg-
ets, schedules, and amendments there-
to; 
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(C) Monitoring of programs, projects, 
subrecipients, and related systems and 
processes; 

(D) Procurement activities, including 
the award of specific subgrants, con-
tracts, and purchase orders; 

(E) Providing State or local officials 
and the general public with informa-
tion about the program (public rela-
tions); 

(F) Developing systems and proce-
dures, including management informa-
tion systems, for assuring compliance 
with program requirements; 

(G) Preparing reports and other docu-
ments related to the program require-
ments; 

(H) Coordinating the resolution of 
audit findings; 

(I) Evaluating program results 
against stated objectives; and 

(J) Performing such administrative 
services as general legal services, ac-
counting services, audit services; and 
managing purchasing, property, pay-
roll, and personnel; 

(ii) Costs for goods and services re-
quired for administration of the pro-
gram, including such goods and serv-
ices as rental or purchase of equip-
ment, utilities, office supplies, postage, 
and rental and maintenance of office 
space; 

(iii) The costs of organization-wide 
management functions; and 

(iv) Travel costs incurred for official 
business in carrying out program man-
agement or administrative activities, 
including travel costs incurred by PIC 
members. 

(e) Other cost classification guidance. 
(1) Personnel and related non-personnel 
costs of the recipient’s or subrecipi-
ent’s staff, including project directors, 
who perform services or activities that 
benefit two or more of the cost objec-
tives/categories identified in this sec-
tion may be allocated to the benefit-
ting cost objectives/categories based on 
documented distributions of actual 
time worked or other equitable cost al-
location methods. 

(2) Indirect or overhead costs nor-
mally shall be charged to administra-
tion, except that specific costs charged 
to an overhead or indirect cost pool 
that can be identified directly with a 
JTPA cost objective/category other 
than administration may be charged to 

the JTPA cost objective/category di-
rectly benefitted. Documentation of 
such charges shall be maintained. 

(3) Where an award to a subrecipient 
is for a ‘‘commercially available off-
the-shelf training package,’’ as defined 
at § 626.5 of this chapter, the sub-
recipient may charge all costs of such 
package to the direct training services 
cost category. 

(4) Profits, fees, and other revenues 
earned by a subrecipient that are in ex-
cess of actual costs incurred, to the ex-
tent allowable and consistent with the 
guidelines on allowable costs pre-
scribed by the Governor in accordance 
with § 627.435(i). Cost principles and al-
lowable costs, may be allocated to all 
three cost categories based on the pro-
portionate share of actual costs in-
curred attributable to each category.

§ 627.445 Limitations on certain costs. 
(a) State-administered programs—(1) 

Services for older individuals. Of the 
funds allocated for any program year 
for section 202(c)(1)(D) of the Act to 
carry out activities pursuant to section 
204(d) of the Act— 

(i) Not less than 50 percent shall be 
expended for the cost of direct training 
services; and 

(ii) Not more than 20 percent shall be 
expended for the cost of administra-
tion. 

(2) State education services. Of the 
funds allocated for any program year 
for sections 202(c)(1)(C) and 262(c)(1)(C) 
of the Act to carry out activities pur-
suant to section 123(d)(2)(B) of the 
Act— 

(i) Not less than 50 percent shall be 
expended for the cost of direct training 
services; and 

(ii) Not more than 20 percent shall be 
expended for the cost of administra-
tion. 

(3) The limitations specified in para-
graph (a)(2) of this section shall apply 
to the combined total of funds allo-
cated for sections 202(c)(1)(C) and 
262(c)(1)(C) of the Act. 

(b) SDA allocations. (1) In applying 
the title II–A and II–C cost limitations 
specified in section 108(b)(4) of the Act, 
the funds allocated to a service deliv-
ery area shall be net of any: 

(i) Transfers made in accordance with 
sections 206, 256, and 266 of the Act; and 
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(ii) Reallocations made by the Gov-
ernor in accordance with section 109(a) 
of the Act. 

(2) The limitations specified in para-
graph (b)(1) of this section shall apply 
separately to the funds allocated for 
title II–A and title II–C programs. 

(3) The title II–B administrative cost 
limitation of 15 percent shall be 15 per-
cent of the funds allocated for any pro-
gram year to a service delivery area, 
excluding any funds transferred to title 
II–C in accordance with section 256 of 
the Act (section 253(a)(3)). 

(c)(1) The State shall establish a sys-
tem to regularly assess compliance 
with the cost limitations including 
periodic review and corrective action, 
as necessary. 

(2) States and service delivery areas 
shall have the 3-year period of fund 
availability to comply with the cost 
limitations in section 108 of the Act 
and paragraphs (a) and (b) of this sec-
tion (section 161(b)). 

(d) Administrative costs incurred by 
a community-based organization or 
non-profit service provider shall not be 
included in the limitation described in 
section 108(b)(4)(A) of the Act if: 

(1) Such costs are incurred under an 
agreement that meets the require-
ments of section 141(d)(3)(C) (i) and (ii) 
of the Act; 

(2) The total administrative expendi-
tures of the service delivery area, in-
cluding the administrative expendi-
tures of such community-based organi-
zations or non-profit service providers, 
do not exceed 25 percent of the funds 
allocated to the service delivery area 
for the program year of allocation; and 

(3) The total direct training expendi-
tures of the service delivery area, in-
cluding the direct training expendi-
tures of such community-based organi-
zations or non-profit service providers, 
is equal to or exceeds 50 percent of the 
funds allocated to the service delivery 
area for the program year less one-half 
of the percentage by which the total 
administrative expenditures of the 
service delivery area exceeds 20 per-
cent. For example, if the total adminis-
trative expenditures of the service de-
livery area is 24 percent, then the total 
direct training expenditures of the 
service delivery area must be at least 
48 percent. 

(e) The provisions of this section do 
not apply to any title III programs. 

(f) The provisions of this section do 
not apply to any designated SDA which 
served as a concentrated employment 
program grantee for a rural area under 
the Comprehensive Employment and 
Training Act (section 108(d)).

§ 627.450 Program income. 
(a) Definition of program income. (1) 

Program income means income re-
ceived by the recipient or subrecipient 
that is directly generated by a grant or 
subgrant supported activity, or earned 
only as a result of the grant or 
subgrant. Program income includes: 

(i) Income from fees for services per-
formed and from conferences; 

(ii) Income from the use or rental of 
real or personal property acquired with 
grant or subgrant funds; 

(iii) Income from the sale of commod-
ities or items fabricated under a grant 
or subgrant; 

(iv) Revenues earned by a govern-
mental or non-profit service provider 
under either a fixed-price or reimburs-
able award that are in excess of the ac-
tual costs incurred in providing the 
services; and 

(v) Interest income earned on ad-
vances of JTPA funds. 

(2) Program income does not include: 
(i) Rebates, credits, discounts, re-

funds, etc., or interest earned on any of 
them, which shall be credited in ac-
cordance with § 627.435(d), Cost prin-
ciples and allowable costs; 

(ii) Taxes, special assessments, lev-
ies, fines, and other such governmental 
revenues raised by a recipient or sub-
recipient; or 

(iii) Income from royalties and li-
cense fees for copyrighted material, 
patents, patent applications, trade-
marks, and inventions developed by a 
recipient or subrecipient. 

(3) Property. Proceeds from the sale of 
property shall be handled in accord-
ance with the requirements of § 627.465 
of this part, Property management 
standards. 

(b) Cost of generating program income. 
Costs incidental to the generation of 
program income may be deducted, if 
not already charged to the grant, from 
gross income to determine program in-
come. 
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(c) Use of program income. (1)(i) A re-
cipient or subrecipient may retain any 
program income earned by the recipi-
ent or subrecipient only if such income 
is added to the funds committed to the 
particular JTPA grant or subgrant and 
title under which it was earned and 
such income is used for that title’s pur-
poses and under the terms and condi-
tions applicable to the use of the grant 
funds. 

(ii) A State may use interest it earns 
on JTPA funds, deposited by the 
United States to the State’s account, 
to satisfy the requirement at 31 U.S.C. 
6503(c) that the State pay interest on 
such deposits. 

(iii) The classification of costs in 
§§ 627.440 and 631.13 shall apply to the 
use of program income. 

(iv) The administrative cost limita-
tion in §§ 627.445 and 631.14 shall apply 
to the use of program income, except 
that program income used in accord-
ance with paragraph (c)(1)(ii) of this 
section shall be exempt from the ad-
ministrative cost limitations. 

(2) Program income generated under 
title II may also be used to satisfy the 
matching requirement of section 123(b) 
of the Act. 

(3) Program income shall be used 
prior to the submission of the final re-
port for the funding period of the pro-
gram year of funds to which the earn-
ings are attributable. 

(4) If the subrecipient that earned 
program income cannot use such in-
come for JTPA purposes, the recipient 
may permit another entity to use the 
program income for JTPA purposes. 

(5) Program income not used in ac-
cordance with the requirements of this 
section shall be remitted to the De-
partment of Labor. 

(d) Program and other income after the 
funding period. Rental income and user 
fees on real and personal property ac-
quired with JTPA funds shall continue 
to be JTPA program income in subse-
quent funding periods. There are no 
Federal requirements governing the 
disposition of all other income that is 
earned after the end of the funding pe-
riod.

§ 627.455 Reports required. 
(a) General. The Governor shall re-

port to DOL pursuant to instructions 

issued by DOL. Reports shall be sub-
mitted no more frequently than quar-
terly, in accordance with section 165(f) 
of the Act, and within 45 calendar days 
after the end of the report period. Addi-
tional reporting requirements for title 
III are set forth at § 631.15 of this chap-
ter. 

(b) A recipient may impose different 
forms or formats, shorter due dates, 
and more frequent reporting require-
ments on subrecipients, however, the 
recipient is required to meet the re-
porting requirements imposed on it by 
DOL. 

(c) DOL may provide computer out-
puts to recipients to expedite or con-
tribute to the accuracy of reporting. 
DOL may accept the required informa-
tion from recipients in electronically 
reported format or computer printouts 
instead of prescribed forms. 

(d) Financial reports. (1) Financial re-
ports for programs under titles I, II, 
and III shall be submitted to DOL by 
each State quarterly and by program 
year of appropriation. 

(2) Each recipient shall report pro-
gram outlays on an accrual basis. If 
the recipient’s accounting records are 
not normally kept on the accrual basis, 
the recipient shall develop such ac-
crual information through an analysis 
of the documentation on hand. 

(3) A final financial report is required 
90 days after the expiration of a fund-
ing period (see § 627.485 of this part, 
Closeout). 

(4) Pursuant to section 104(b)(13) of 
the Act, the SDA shall annually report 
to the Governor. Among other items, 
this report shall include information 
on the extent to which the SDA has 
met the goals for the training and 
training-related placement of women 
in nontraditional employment.

§ 627.460 Requirements for records. 

(a) Records, including the records 
identified in section 165(g) of the Act, 
shall be retained in accordance with 
section 165(e) of the Act. In estab-
lishing the time period of record reten-
tion requirements for records of sub-
recipients, the State may either: 

(1) Impose the time limitation re-
quirement of section 165(e) of the Act; 
or 
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(2) Require that subrecipient records 
for each funding period be retained for 
3 years after the subrecipient submits 
to the awarding agency its final ex-
penditure report for that funding pe-
riod. Records for nonexpendable prop-
erty shall be retained for a period of 
three years after final disposition of 
the property. 

(b) The Governor shall ensure that 
the records under this section shall be 
retained beyond the prescribed period 
if any litigation or audit is begun or if 
a claim is instituted involving the 
grant or agreement covered by the 
records. In these instances, the Gov-
ernor shall ensure that the records 
shall be retained until the litigation, 
audit, or claim has been finally re-
solved. 

(c) In the event of the termination of 
the relationship with a subrecipient, 
the Governor or SDA or title III SSG 
shall be responsible for the mainte-
nance and retention of the records of 
any subrecipient unable to retain 
them. 

(d) Record storage. Records shall be 
retained and stored in a manner which 
will preserve their integrity and admis-
sibility as evidence in any audit or 
other proceeding. The burden of pro-
duction and authentication of the 
records shall be on the custodian of the 
records. 

(e) Federal and awarding agencies’ ac-
cess to records—(1) Records of recipients 
and subrecipients. The awarding agency, 
the Department of Labor (including the 
Department of Labor’s Office of Inspec-
tor General), and the Comptroller Gen-
eral of the United States, or any of 
their authorized representatives, have 
the right of timely and reasonable ac-
cess to any books, documents, papers, 
computer records, or other records of 
recipients and subrecipients that are 
pertinent to the grant, in order to con-
duct audits and examinations, and to 
make excerpts, transcripts, and photo-
copies of such documents. This right 
also includes timely and reasonable ac-
cess to recipient and subrecipient per-
sonnel for the purpose of interview and 
discussion related to such documents. 

(2) Expiration of right of access. The 
right of access in this section is not 
limited to the required retention pe-

riod but shall last as long as the 
records are retained.

§ 627.463 Public access to records. 
(a) Public access. Except as provided 

in paragraph (b) of this section, records 
maintained by recipients or subrecipi-
ents pursuant to § 627.460 shall be made 
available to the public upon request, 
notwithstanding the provisions of 
State or local law. 

(b) Exceptions. This requirement does 
not apply to: 

(1) Information, the disclosure of 
which would constitute a clearly un-
warranted invasion of personal privacy; 
or 

(2) Trade secrets, or commercial or 
financial information, obtained from a 
person and privileged or confidential. 

(c) Fees. For processing of a request 
for a record under this section, a fee 
may be charged to the extent sufficient 
to recover the cost applicable to proc-
essing such request (section 165(a)(4)).

§ 627.465 Property management stand-
ards. 

(a) States and governmental subrecipi-
ents. Real property, equipment, sup-
plies, and intangible property acquired 
or produced after July 1, 1993, by States 
and governmental subrecipients with 
JTPA funds shall be governed by the 
definitions and property requirements 
in the DOL regulations at 29 CFR part 
97, except that prior approval by the 
Department of Labor to acquire prop-
erty is waived. 

(b) Nongovernmental subrecipients. Ex-
cept as provided in paragraph (c) of 
this section, real and personal prop-
erty, including intangible property, ac-
quired or produced after July 1, 1993, by 
nongovernmental subrecipients with 
JTPA funds shall be governed by the 
definitions and property management 
standards of OMB Circular A–110, as 
codified by administrative regulations 
of the Department of Labor in 29 CFR 
Part 95, except that prior approval by 
the Department of Labor to acquire 
property is waived. 

(c) Special provisions for property ac-
quired under subgrants to commercial 
organizations—(1) Scope. This paragraph 
(c) applies to real and personal prop-
erty other than supplies that are ac-
quired or produced after July 1, 1993, 
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under a JTPA subgrant to a commer-
cial organization. 

(2) Property acquired by commercial 
subrecipients. Title to property acquired 
or produced by a subrecipient that is a 
commercial organization shall vest in 
the awarding agency, provided such 
agency is a governmental entity or 
nongovernmental organization that is 
not a commercial organization. Prop-
erty so acquired or produced shall be 
considered to be acquired or produced 
by the awarding agency and paragraph 
(a) or (b) of this section, as appro-
priate, shall apply to that property. If 
the awarding agency is also a commer-
cial organization, title shall vest in the 
higher level, non-commercial awarding 
agency that made the subaward to the 
commercial subrecipient. 

(3) Approval for acquisition. A sub-
recipient that is a commercial organi-
zation shall not acquire property sub-
ject to this section without the prior 
approval of the awarding agency. 

(d) Notification to the Secretary of real 
property acquisitions. Recipients shall 
notify the Secretary immediately upon 
acquisition of real property with JTPA 
funds, including acquisitions by sub-
recipients. Such notification shall in-
clude the location of the real property 
and the Federal share percentage. 

(e) Property procured before July 1, 
1993. (1) Personal or real property pro-
cured with JTPA funds or transferred 
from programs under the Comprehen-
sive Employment and Training Act 
must be used for purposes authorized 
by the Act. Subject to the Secretary’s 
rights to such property, the Governor 
shall maintain accountability for prop-
erty in accordance with State proce-
dures and the records retention re-
quirements of § 627.460 of this part. 

(2) The JTPA program must be reim-
bursed the fair market value of any 
unneeded property retained by the 
Governor for use in a non-JTPA pro-
gram. The proceeds from the sale of 
any property or transfer of property to 
a non-JTPA program must be used for 
purposes authorized under the Act.

§ 627.470 Performance standards. 
(a) General. The Secretary shall pre-

scribe performance standards for adult 
programs under title II–A, for youth 
programs under title II–C, for dis-

located worker programs under title 
III, and for older worker programs 
under section 204(d) of the Act. Any 
performance standards developed for 
employment competencies shall be 
based on such factors as entry level 
skills and other hiring requirements. 

(b) Pursuant to instructions and time 
lines issued by the Secretary, the Gov-
ernor shall: 

(1) Collect the data necessary to set 
performance standards pursuant to sec-
tion 106 of the Act; and 

(2) Maintain records and submit re-
ports required by sections 106(j)(3), 
165(a)(3), (c)(1), and (d) and 121(b)(6) of 
the Act. 

(c) Title II performance standards. (1) 
The Governor shall establish SDA per-
formance standards for title II within 
the parameters set by the Secretary 
pursuant to sections 106(b) and (d) of 
the Act and apply the standards in ac-
cordance with section 202(c)(1)(B) of 
the Act. 

(2) The Governor shall establish in-
centive award policies pursuant to sec-
tion 106(b)(7) of the Act, except for pro-
grams operated under section 204(d) of 
the Act. Pursuant to section 106(b)(8) of 
the Act, Governors may not consider 
standards relating gross program ex-
penditures to performance measures in 
making such incentive awards. 

(3) The Governor shall provide tech-
nical assistance to SDA’s failing to 
meet performance standards estab-
lished by the Secretary for a given pro-
gram year (section 106(j)(2)). 

(4)(i) If an SDA fails to meet a pre-
scribed number of the Secretary’s per-
formance standards for 2 consecutive 
years, the Governor shall notify the 
Secretary and the service delivery area 
of the continued failure and impose a 
reorganization plan (section 106(j)(4)). 

(ii) The number of standards deemed 
to constitute failure shall be specified 
by the Secretary biennially and shall 
be based on an appropriate proportion 
of the total number established by the 
Secretary for that performance cycle. 
In determining failure, the specified 
proportion shall be applied separately 
to each year of the two year cycle. 

(iii) A reorganization plan shall not 
be imposed for a failure to meet per-
formance standards other than those 
established by the Secretary. 
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(iv) A reorganization plan shall be 
considered to be imposed when, at a 
minimum: 

(A) The problem or deficiency is iden-
tified, 

(B) The problem is communicated to 
the SDA, and 

(C) The SDA is provided an initial 
statement of the actions or steps re-
quired and the timeframe within which 
they are to be initiated. A final state-
ment of required steps and actions is to 
be issued within 30 days. 

(d)(1) If the Governor does not impose 
a reorganization plan, required by 
paragraph (c)(4) of this section, within 
90 days of notifying the Grant Officer 
of an SDA’s continued failure to meet 
performance standards, the Grant Offi-
cer shall develop and impose such a 
plan (section 106(j)(5)). 

(2) Before imposing a reorganization 
plan, the Grant Officer shall notify the 
Governor and SDA in writing of the in-
tent to impose the plan and provide 
both parties the opportunity to submit 
comments within 30 days of receipt of 
the Grant Officer’s notice. 

(e) An SDA subject to a reorganiza-
tion plan under paragraphs (c)(4) or (d) 
of this section may, within 30 days of 
receiving notice of such action, appeal 
to the Secretary to revise or rescind 
the reorganization plan under the pro-
cedures set forth at § 627.471 of this sub-
part, Reorganization plan appeals (sec-
tion 106(j)(6)(A)). 

(f) Secretarial action to recapture or 
withhold funds. (1) The Grant Officer 
shall recapture or withhold an amount 
not to exceed one-fifth of the State ad-
ministration set-aside allocated under 
sections 202(c)(1)(A) and 262(c)(1)(A) of 
the Act when: 

(i) The Governor has failed to impose 
a reorganization plan under paragraph 
(c)(4) of this section, for the purposes of 
providing technical assistance under a 
reorganization plan imposed by the 
Secretary (section 106(j)(5)(B)); or 

(ii) The Secretary determines in an 
appeal provided for at paragraph (e) of 
this section, and set forth at § 627.471 of 
this subpart, that the Governor has not 
provided appropriate technical assist-
ance as required at section 106(j)(2) 
(section 106(j)(6)(B)). 

(2)(i) A Governor of a State that is 
subject to recapture or withholding 

under paragraph (f)(1) of this section 
may, within 30 days of receipt of such 
notice, appeal such recapture or with-
holding to the Secretary. 

(ii) The Secretary may consider any 
comments submitted by the Governor 
and shall make a decision within 45 
days after the appeal is received. 

(g) Title III performance standards. (1) 
The Governor shall establish SSG per-
formance standards for programs under 
title III within the parameters set an-
nually by the Secretary pursuant to 
section 106(c) and (d) of the Act. 

(2) Any performance standard for pro-
grams under title III shall make appro-
priate allowances for the difference in 
cost resulting from serving workers re-
ceiving needs-related payments author-
ized under § 631.20 of this chapter (sec-
tion 106(c)(2)). 

(3) The Secretary annually shall cer-
tify compliance, if the program is in 
compliance, with the title III perform-
ance standards established pursuant to 
paragraph (a) of section 322(a)(4) of the 
Act. 

(4) The Governor shall not establish 
standards for the operation of pro-
grams under title III that are incon-
sistent with the performance standards 
established by the Secretary under pro-
visions of section 106(c) of the Act (sec-
tion 311(b)(8)). 

(5) When an SSG fails to meet per-
formance standards for 2 consecutive 
years, the Governor may institute pro-
cedures pursuant to the Governor’s by-
pass authority in accordance with 
§ 631.38(b) of this chapter or require re-
designation of the substate grantee in 
accordance with § 631.35 of this chapter, 
as appropriate.

§ 627.471 Reorganization plan appeals. 
(a) A reorganization plan imposed by 

the Governor, as provided for at 
§§ 627.470(c)(4) or 627.477(b)(2) of this 
part, or by the Secretary, as provided 
for at § 627.470(d) of this part, may be 
appealed directly to the Secretary 
without prior exhaustion of local rem-
edies. 

(b)(1) Appeals shall be submitted to 
the Secretary, U.S. Department of 
Labor, Washington, DC 20210, ATTEN-
TION: ASET. A copy of the appeal shall 
be provided simultaneously to the Gov-
ernor. 
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(2) The Secretary shall not accept an 
appeal dated later than 30 days after 
receipt of written notification from the 
Governor or the Secretary. 

(3) The appealing party shall explain 
why it believes the decision to impose 
the reorganization plan is contrary to 
the provisions of section 106 of the Act. 

(4) The Secretary shall accept the ap-
peal and make a decision only with re-
gard to determining whether or not the 
decision to impose the reorganization 
plan is inconsistent with section 106 of 
the Act. The Secretary may consider 
any comments submitted by the Gov-
ernor or the SDA, as appropriate. The 
Secretary shall make a final decision 
within 60 days after this appeal is re-
ceived (section 106(j)).

§ 627.475 Oversight and monitoring. 
(a) The Secretary may monitor all 

recipients and subrecipients of finan-
cial assistance pursuant to section 163 
of the Act. 

(b) The Governor is responsible for 
oversight of all SDA and SSG activities 
and State-supported programs. The 
Governor shall develop and make avail-
able for review a State monitoring 
plan. The plan shall specify the mecha-
nism which: 

(1) Ensures that established policies 
to achieve program quality and out-
comes meet the objectives of the Act 
and regulations promulgated there-
under; 

(2) Enables the Governor to deter-
mine if SDA’s and SSG’s have dem-
onstrated substantial compliance with 
the requirements for oversight; 

(3) Determines whether the Job 
Training Plan shall be disapproved con-
sistent with the criteria contained in 
section 105(b)(1) of the Act; 

(4) Regularly examines expenditures 
against the cost categories and cost 
limitations specified in the Act and 
these regulations; 

(5) Ensures that all areas of SDA and 
SSG operations are monitored onsite 
regularly, but not less than once annu-
ally; and 

(6) Provides for corrective action to 
be imposed if conditions in paragraphs 
(b)(1)–(4) of this section are not met. 

(c) The Governor shall issue instruc-
tions to SDA’s and title III SSG’s on 
the development of a substate moni-

toring plan. The instructions for devel-
opment of the monitoring plan, at a 
minimum, shall address the monitoring 
scope and frequency, and the Sec-
retary’s emphasis and direction. The 
substate monitoring plan shall be part 
of the job training plan. 

(d) The Governor shall establish gen-
eral standards for PIC oversight re-
sponsibilities. The required PIC stand-
ards shall be included in the Governor’s 
Coordination and Special Services Plan 
(GCSSP). 

(e)(1) The PIC, pursuant to standards 
established by the Governor, shall es-
tablish specific policies for monitoring 
and oversight of SDA performance 
which shall be described in the job 
training plan. 

(2) The PIC shall exercise inde-
pendent oversight over activities under 
the job training plan which shall not be 
circumscribed by agreements with the 
appropriate chief elected official(s) of 
the SDA. 

(f) The PIC and chief elected offi-
cial(s) may conduct such oversight as 
they, individually or jointly, deem nec-
essary or delegate oversight respon-
sibilities to an appropriate entity pur-
suant to their mutual agreement.

§ 627.477 Governor’s determination of 
substantial violation. 

(a) Except as provided at paragraph 
(d) of this section, if, as a result of fi-
nancial and compliance audits or oth-
erwise, the Governor determines that 
there is a substantial violation of a 
specific provision of this Act or the 
regulations under this Act, and correc-
tive action has not been taken, the 
Governor shall 

(1) Issue a notice of intent to revoke 
approval of all or part of the plan af-
fected; or 

(2) Impose a reorganization plan, 
which may include 

(i) Restructuring the private indus-
try council involved; 

(ii) Prohibiting the use of designated 
service providers; 

(iii) Selecting an alternative entity 
to administer the program for the serv-
ice delivery area involved; 

(iv) Merging the service delivery area 
into 1 or more other existing service 
delivery areas; or 
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(v) Other such changes as the Sec-
retary or Governor determines nec-
essary to secure compliance (section 
164(b)(1)). 

(b)(1) The actions taken by the Gov-
ernor pursuant to paragraph (a)(1) of 
this section may be appealed to the 
Secretary as provided at § 628.426 of this 
chapter (section 164(b)(2)(A)). 

(2) The actions taken by the Gov-
ernor pursuant to paragraph (a)(2) of 
this section may be appealed to the 
Secretary, as provided at § 627.471 of 
this part (section 164(b)(2)(B)). 

(c) Allegations that the Governor 
failed to promptly take the actions re-
quired under paragraph (a) of this sec-
tion shall be handled under § 627.607 of 
this part (section 164(b)(3)). 

(d) This section does not apply to re-
medial actions for SDA failures to 
meet performance standards, which are 
provided for at § 627.470 of this part, and 
do not apply to remedial actions for 
the failure to comply with procure-
ment standards, which are provided for 
at § 627.703 of this part.

§ 627.480 Audits. 
(a) Non-Federal Audits—(1) Govern-

ments. Each recipient and govern-
mental subrecipient is responsible for 
complying with the Single Audit Act of 
1984 (31 U.S.C. 7501–7) and 29 CFR part 
96, the Department of Labor regula-
tions which implement Office of Man-
agement and Budget (OMB) Circular A–
128, ‘‘Audits of State and Local Govern-
ments’’. 

(2) Non-governmental organizations. 
Each non-governmental recipient or 
subrecipient shall comply with OMB 
Circular A–133, ‘‘Audits of Institutions 
of Higher Education and Other Non-
profit Institutions’’, as implemented by 
the Department of Labor regulations 
at 29 CFR part 96. The provisions of 
this paragraph (a)(2) do not apply to 
any non-governmental organization 
that is: 

(i) A commercial organization; or 
(ii) A hospital or an institution of 

higher education for which State or 
local governments choose to apply 
OMB Circular A–128. 

(3) Commercial organizations. A com-
mercial organization which is a recipi-
ent or subrecipient and which receives 
$25,000 or more a year in Federal finan-

cial assistance to operate a JTPA pro-
gram shall have an audit that: 

(i) Is usually performed annually, but 
not less frequently than every two 
years; 

(ii) Is completed within one year 
after the end of the period covered by 
the audit and submitted to the award-
ing agency within one month after 
completion; 

(iii) Is either: 
(A) An independent financial and 

compliance audit of Federal funds that 
includes coverage of the JTPA program 
within its scope, and is conducted and 
prepared in accordance with generally 
accepted government auditing stand-
ards; or 

(B) An organization-wide audit that 
includes financial and compliance cov-
erage of the JTPA program within its 
scope. 

(b) Federal audits. The notice of au-
dits conducted or arranged by the Of-
fice of Inspector General or the Comp-
troller General shall be provided in ad-
vance, as required by section 165(b) of 
the Act. 

(c) Audit reports. (1) Audit reports of 
recipient-level entities and other orga-
nizations which receive JTPA funds di-
rectly from the U.S. Department of 
Labor shall be submitted to the Office 
of Inspector General. 

(2) Audit reports of organizations 
other than those described in para-
graph (c)(1) of this section shall be sub-
mitted to the entity which provided 
the JTPA funds. 

(d) Each entity that receives JTPA 
program funds and awards a portion of 
those funds to one or more subrecipi-
ents shall: 

(1) Ensure that each subrecipient 
complies with the applicable audit re-
quirements; 

(2) Resolve all audit findings that im-
pact the JTPA program with its sub-
recipient and ensure that corrective ac-
tion for all such findings is instituted 
within 6 months after receipt of the 
audit report (where appropriate, cor-
rective action shall include debt collec-
tion action for all disallowed costs); 
and 

(3) Maintain an audit resolution file 
documenting the disposition of re-
ported questioned costs and corrective 
actions taken for all findings. The ETA 
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Grant Officer may request that an 
audit resolution report, as specified in 
paragraph (e)(2) of this section, be sub-
mitted for such audits or may have the 
audit resolution reviewed through the 
compliance review process. 

(e)(1) Audits of recipient-level enti-
ties and other organizations which re-
ceive JTPA funds directly from DOL 
and all audits conducted by or under 
contract for the Office of Inspector 
General shall be issued by the OIG to 
the Employment and Training Admin-
istration after acceptance by OIG. 

(2) After receipt of the audit report, 
the ETA Grant Officer shall request 
that the State submit an audit resolu-
tion report documenting the disposi-
tion of the reported questioned costs, 
i.e., whether allowed or disallowed, the 
basis for allowing questioned costs, the 
method of repayment planned or re-
quired, and corrective actions, includ-
ing debt collection efforts, taken or 
planned. 

(f) If the recipient intends to propose 
the use of ‘‘stand-in’’ costs as sub-
stitutes for otherwise unallowable 
costs, the proposal shall be included 
with the audit resolution report. To be 
considered, the proposed ‘‘stand-in’’ 
costs shall have been reported as un-
charged JTPA program costs, included 
within the scope of the audit, and ac-
counted for in the auditee’s financial 
system, as required by § 627.425 of this 
part, Standards for financial manage-
ment and participant data systems. To 
be accepted, stand-in costs shall be 
from the same title, and program year 
as the costs which they are proposed to 
replace, and shall not result in a viola-
tion of the applicable cost limitations. 

(g) After receiving the audit resolu-
tion report, the ETA Grant Officer 
shall review the report, the recipient’s 
disposition, and any liability waiver re-
quest submitted in accordance with 
§ 627.704 of this part. If the Grant Offi-
cer agrees with all aspects of the re-
cipient’s disposition of the audit, the 
Grant Officer shall so notify the recipi-
ent. If the Grant Officer disagrees with 
the recipient’s conclusion on specific 
points in the audit, the Grant Officer 
shall resolve the audit through the ini-
tial and final determination process de-
scribed in § 627.606 of this part.

§ 627.481 Audit resolution. 
(a) Federal audit resolution. When the 

OIG issues an audit report to the Em-
ployment and Training Administration 
for resolution, the ETA Grant Officer 
shall provide a copy of the report to 
the recipient (if it does not already 
have the report), along with a request 
that the recipient submit its audit res-
olution report as specified in 
§ 627.480(e)(2) of this part, unless the 
Grant Officer chooses to proceed di-
rectly against the recipient pursuant 
to § 627.601 of this part. 

(1) For audits of recipient-level enti-
ties and other organizations which re-
ceive JTPA funds directly from DOL, 
the Grant Officer shall request that the 
audit resolution report be submitted 
within 60 days from the date that the 
audit report is issued by the OIG. 

(2) For audits of subrecipient organi-
zations, the Grant Officer shall provide 
the recipient with a 180-day period 
within which to resolve the audit with 
its subrecipient(s), and shall request 
that the audit resolution report be sub-
mitted at the end of that 180-day pe-
riod. 

(b) After receiving the audit resolu-
tion report, the ETA Grant Officer 
shall review the report, the recipient’s 
disposition, any liability waiver re-
quest, and any proposed ‘‘stand-in’’ 
costs. If the Grant Officer agrees with 
all aspects of the recipient’s disposi-
tion of the audit, the Grant Officer 
shall so notify the recipient, consti-
tuting final agency action on the audit. 
If the Grant Officer disagrees with the 
recipient’s conclusion on specific 
points in the audit, or if the recipient 
fails to submit its audit resolution re-
port, the Grant Officer shall resolve 
the audit through the initial and final 
determination process described in 
§ 627.606 of this part. Normally, the 
Grant Officer’s notification of agree-
ment (a concurrence letter) or dis-
agreement (an initial determination) 
with the recipient’s audit resolution 
report will be provided within 180 days 
of the Grant Officer’s receipt of the re-
port. 

(c) Non-Federal audit resolution. (1) To 
ensure timely and appropriate resolu-
tion for audits of all subrecipients, in-
cluding SDA grant recipients and title 
III SSG’s, and to ensure recipient-wide 
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consistency, the Governor shall pre-
scribe standards for audit resolution 
and debt collection policies and proce-
dures that shall be included in each job 
training plan in accordance with sec-
tion 104(b)(12) of the Act. 

(2) The Governor shall prescribe an 
appeals procedure for audit resolution 
disputes which, at a minimum, pro-
vides for: 

(i) The period of time, not less than 
15 days nor more than 30 days, after the 
issuance of the final determination in 
which an appeal may be filed; 

(ii) The rules of procedure; 
(iii) Timely submission of evidence; 
(iv) The timing of decisions; and 
(v) Further appeal rights, if any.

§ 627.485 Closeout. 
(a) General. The Grant Officer shall 

close out each annual JTPA grant 
agreement within a timely period after 
the funding period covered by the 
award has expired. 

(b) Revisions to the reported expendi-
tures for a program year of funds may 
be made until 90 days after the time 
limitation for expenditure of JTPA 
funds, as set forth in section 161(b) of 
the Act, has expired. The Grant Officer 
may extend this deadline if the recipi-
ent submits a written request with jus-
tification. After that time, the Grant 
Officer shall consider all reports re-
ceived as final and no additional revi-
sions may be made. 

(c) When closing out a JTPA grant, 
the Grant Officer shall notify the re-
cipient, by certified mail, that, since 
the time limitation for expenditure of 
funds covered by the grant award has 
expired, it is the Department of La-
bor’s intent to close the annual grant 
as follows: 

(1) Cost adjustment. Based on receipt 
of reports in paragraph (b) of this sec-
tion, the Grant Officer shall make up-
ward or downward adjustments to the 
allowable costs; and 

(2) Cash adjustment. DOL shall make 
prompt payment to the recipient for al-
lowable reimbursable costs; the recipi-
ent shall promptly refund to DOL any 
balance of cash advanced that is in ex-
cess of allowable costs for the grant 
award being closed. 

(d) The recipient shall have an addi-
tional 60 days after the date of the no-

tice described in paragraph (c) of this 
section in which to provide the Grant 
Officer with information as to the rea-
son(s) why closeout should not occur. 

(e) At the end of the 60-day period de-
scribed in paragraph (d) of this section, 
the Grant Officer shall notify the re-
cipient that closeout has occurred, un-
less information provided by the recipi-
ent, pursuant to paragraph (d) of this 
section, indicates otherwise.

§ 627.490 Later disallowances and ad-
justments after closeout. 

The closeout of a grant does not af-
fect: 

(a) The Grant Officer’s right to dis-
allow costs and recover funds on the 
basis of a later audit or other review; 

(b) The recipient’s obligation to re-
turn any funds due as a result of later 
refunds, corrections, subrecipient audit 
disallowances, or other transactions; 

(c) Records retention requirements in 
§ 627.460 of this part, Requirements for 
records, and § 627.463 of this part, Pub-
lic access to records; 

(d) Property management require-
ments in § 627.465 of this part, Property 
management standards; and 

(e) Audit and audit resolution re-
quirements in § 627.480 of this part, Au-
dits and § 627.481 of this part, Audit res-
olution.

§ 627.495 Collection of amounts due. 
(a) Any funds paid to a recipient in 

excess of the amount to which the re-
cipient is finally determined to be enti-
tled under the terms of the grant con-
stitute a debt to the Federal Govern-
ment. If not paid within a reasonable 
period after demand, the Secretary 
may take any actions permitted by law 
to recover the funds. 

(b) The Secretary shall charge inter-
est on an overdue debt in accordance 
with the Federal Claims Collection 
Standards (4 CFR ch. II).

Subpart E—Grievances Proce-
dures at the State and Local 
Level

§ 627.500 Scope and purpose. 
(a) General. This subpart establishes 

the procedures which apply to the han-
dling of noncriminal complaints under 
the Act at the Governor, the SDA, and 
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