COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF PUBLIC WELFARE

BUREAU OF FINANCIAL OPERATIONS
525 Health and Welfare Building
Harrisburg, Pennsylvania 17105-2675

TELEPHONE NUMBER
(717) 772-2231

KEVIN M. FRIEL : r",jUN 16 2010 FAX NUMBER

DIRECTOR (717} 705-9094

Ms. Melonease Shaw

Chief Executive Officer
Transitional Work Corporation
100 South Broad Street
Philadelphia, Pennsylvania 19102

Dear Ms. Shaw;

| am enclosing the final report of Transitional Work Corporation recently completed' by
this office. Your response has been incorporated into the final report and labeled as
Appendix.

| would like to express my appreciation to all the courtesy extended to my staff during
the course of fieldwork. 1 understand that you were especially helpful to Barbara Miller
in expediting the audit process.

The final report will be forwarded to the Department’s Office of Income Maintenance
(OIM) to begin the Department’s resolution process concerning the report contents.
The staff from the OIM may be in contact with you to follow-up on the action taken to
comply with the report’s recommendations.

If you have any questions conceming this matter, please contact Mr. Alex Matoylak,
Audit Resolution Section, at (717) 783-7786.

Sincerely,
Kevin M. Friel

c: Mr. Dale Porter
Ms. Linda Blanchette
Dr. Bryon C. Noon
Mr. Leon Simmons
MS. Deborah Glosek



COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF PUBLIC WELFARE

BUREAU OF FINANCIAL OPERATIONS
525 Health and Welfare Building
Harrishurg, Pennsylvania 17105-2675

TELEPHONE NUMBER

KEVIN M. FRIEL JUN 186 2010 (797) 7722231

FAX NUMBER
DIRECTOR (747) 705-9084

Mr. Dale Porter, Chief Financial Officer
Philadelphia Workforce Development Corporation
1617 JFK Boulevard, 13" Floor

Philadelphia, Pennsylvania 19103

Dear Mr. Porter:

| am enclosing the final report of Transitional Work Corporation recently completed by
this office. Transitional Work Corporation’s response has been incorporated into the
final report and labeled as Appendix.

This report contains one finding and recommendation that relates to Philadelphia
Workforce Development Corparation.

The final report will be forwarded to the Department’s Office of Income Maintenance
(OIM) to begin the Department’s resolution process concerning the report contents.
The staff from the OIM may be in contact with you to follow-up on the action taken to
comply with the report's recommendations.

If you have any questiohs concerning this matfer, please contact Mr. Alex Matoylak,
Audit Resolution Section, at (717) 783-77386.

Sincerely,
Kevin M. Friel

C: Ms. Melonease Shaw
Ms. Linda Blanchette
Dr. Bryon C. Noon
Mr. Leon Simmons
MS. Deborah Glosek



COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF PUBLIC WELFARE

BUREAU OF FINANCIAL OPERATIONS
Room 525 Health and Welfare Building
Harrisburg, Pennsylvania 17105-2675

TELEPHONE NUMBER

(717) 772-2231
KEVIN M. FRIEL JUN 1 6 2010 FAX NUMBER
DIRECTOR (717) 705-9094

Ms. Linda Blanchette

Deputy Secretary for Income Maintenance
Health & Welfare Building Room 432
Harrisburg, Pennsylvania, 17120

Dear Ms. Blanchette:

In response to a request from the Office of Income Maintenance (OIM) and the Bureau
of Employment and Training Programs (BETP), the Bureau of Financial Operations
(BFO) conducted an audit of Transitional Work Corporation’'s (TWC) Phila@Work
contract for the fiscal year ended June 30, 2009.

This report is currently in its final form and therefore contains TWC’s views on the
reported findings, conclusions and recommendations as an attachment to this report.
The data used to prepare the reported findings was discussed with TWC’s management
at a closing conference held on February 12, 2010.

TWC Corporation
Executive Summary

TWC is a nonprofit organization located in Center City Philadelphia that provides
Temporary Assistance for Needy Families (TANF) recipients with the skills and
experience they need to obtain full time unsubsidized employment. TWC collaborates
with employers in the Greater Philadelphia area to fill their staffing needs.

TWC currently operates a Transitional Work contract, a copying and printing contract
(CWT), which employs some of its Phila@Work clients. TWC recently expanded the
level of services provided when they agreed to accept a contract to provide EARN
services in Philadelphia. X

The report findings and recommendations for corrective action are summarized below:

FINDINGS: = s . “SUMMARY. o

Finding No 1 — Performance Based TWC included clients who were working
Payments Were Overstated By $312,677 | less than 25 hours in their claims for Paid
For Fiscal Year Ended June 30, 2009 Work Experience (PWE) retention
payments. According to their contract with
PWDC, PWE clients must work at least 25
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Finding No. 1 (Continued)

hours per week to be considered eligible
for this incentive. As a result of these
inappropriate claims the Philadelphia
Workforce Development Corporation
(PWDC) was over billed $312,677.

TWC management stated that they
believed clients were eligible for the
incentive payments if they maintained
employment after working an initial work
week of 25 hours.

OIM program staff confirmed that in order
to qualify for the retention payment, the
client must meet the hours stated in the
contract.

HIGHLIGHTS OF RECOMMENDATIONS - & .~ v

TWC should:

» Ensure clients are working the required number of hours per week to ensure they

qualify for the retention payment.

e Ensure that the performance invoice is supported by all required documentation

as stated in the contract.

PWDC should:

¢ Take the necessary steps to recover the $312,677 overpayment related to

retention payments.

FINDINGS == -

SUMMARY

Finding No. 2 — TWC Does Not Have A

Cost Allocation Plan Sufficient To
Allocate Administrative And Overhead
Costs.

TWC has expanded the range of services

provided and has formed three separate
corporations. The current cost allocation
plan is no longer effective in allocating
shared costs.

Moving forward, the administrative staff
will be supporting three separate
corporations which administer various
work training contracts.

The revised allocation plan should include
procedures to ensure a clear distinction of
time worked by the Executive Director
and/or staff between TWC duties and a
private endeavor.
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HIGHLIGHTS OF RECOMMENDATIONS -

TWC should:
» Develop an equitable cost allocation plan which distributes costs associated with
administrative staff and related expenses to all three companies. The plan
should be approved by PWDC and BETP.
* TWC’s Board of Directors draft a contract with the Executive Director stating the
number of hours she is expected to devote to TWC.

« Develop a time sheet that administrative staff completes weekly detailing the time
spent on each of the three companies.

FINDINGS -~ ~~ SUMMARY -
Finding No. 3 — Some Of The Charges Charges for meals, holiday parties and
Made To The Phila@Work Contract unallowable travel were invoiced to
Were Unallowable PWDC. The total amount identified was
$4,725.

_HIGHLIGHTS OF RECOMMENDATIONS

PWDC should:
» Take the necessary steps to recover the $4,725 in unallowable expenses.

FINDINGS =~ - ' | SUMMARY: L S
Finding No. 4 — Un-Cashed Checks TWC’s Independent aud|tors ldentlf;ed
Were Accounted For As Revenue checks which had not been cashed. The
Totaling $142,216 majority of the checks were written to

Work Partners; staff at the PWE work sites
who supervise clients’ participation in the
PWE program.

Because the checks were never cashed, in
essence there was no expense to be
reimbursed. TWC should have refunded
or credited PWDC for the expensed
amounts of the voided checks.

TWC put forth several elements of cost
which they believe should be applied to
reduce their liability. A determination for
one element is being deferred to OIM.

HIGHLIGHTS OF RECOMMENDATIONS

PWDC should:
* Take the necessary steps to recover the $142,216 related to the un-incurred
expense.
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OIM should:

» Make a determination as to the allowability of the $13,331 in excess

Subsidized Wage expense.

FINDINGS

SUMMARY -

Finding No. 5 - PWDC Needs To Utilize
Available Data To Ensure Accurate
Performance Payments

The majority of the errors identified in our
sample related to PWE which is supported
by timesheets generated from the
Comprehensive Workforce Development
System (CWDS). PWDC has access to
the same data as TWC through the CWDS
data system. PWDC should be utilizing
the data they already have to verify that a
client is meeting the required number of
hours for PWE.

HIGHLIGHTS OF RECOMMENDATIONS =i

PWDC should:.

¢ Utilize the data available to them to ensure that benchmark payments to TWC
are accurate and in compliance with the contract parameters.

TWC should:

o Carefully review all client timesheets to ensure they have worked the required
number of hours as stated in the contract.

e Ensure all timesheets are input into CWDS in a timely manor so PWDC has
the most current and accurate data available to them.

OBSERVATIONS [

SUMMARY::"

Observation No. 1— TWC Needs To
Recruit Active Board Members

TWC's Board has only met once in the [ast
12 months. Management stated that
meetings have been scheduled, but were
canceled due fo a lack of attendance.

TWC needs to recruit candidates who are
willing to take an active role and who can
bring their expertise to the board to help
advance the goals of the organization.

TWC is working on re-writing their By-
Laws to allow them more latitude in
recruiting Board members.
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OBSERVATION 2 B SUMMARY
Observation No. 2 — Differences EXxist As part of our audit, electronic timesheeis
Between Electronic Timesheets And were compared to original timesheets.
Original Timesheets. This comparison reveled differences. It

appears that the original timesheets were
simply the client's scheduled hours, and
changes were not explained. Additionally,
timesheets were not always signed by the
Work Partner, the Career Coach or the
client.

Background

The TWC is a 501 (c)(3) corporation originally created by the Commonwealth of
Pennsylvania, the City of Philadelphia and the PEW Charitable Trusts, to provide
transitional employment to clients working their way off public assistance. While
participating in transitional employment, clients also receive supportive and educational
services to help develop the skills needed to gain and maintain full time employment.

The PWDC is TWC’s primary funder. The contract for the Fiscal Year ended June 30,
2009 included performance payments for Enroliment, Job Site Placement, Paid Work
Experience, Work Participation, Retention, Job Placement and Re-placement. The
contract for the subsequent fiscal period was re-written to exclude the retention phase
of the program.

TWC also has a contract with PWDC to provide photocopying and printing services.
This contract provides PWE jobs for some of TWC's clients. Additionally, TWC took on
an EARN Center contract to fill the void left by another provider. TWC executive
management has decided to create three separate 501 (c)(3) corporations to execute
each of these contracts; however, the same administrative and management staff will
be administrating all three corporations.

TWC's Phila@Work confract discloses a conflict of interest between TWC and PWDC.
The Executive Director of PWDC sits on TWC’s board and the Executive Director of
TWC sits on PWDC’s Board. While we did not note any beneficial treatment between
the two entities, the BFO’s position is that an actual or potential conflict of interest could
arise in such circumstances. Both PWDC and TWC should take the necessary steps to
safeguard against organizationa!l conflict of interest. Accordingly, board members who
have a potential conflict of interest should not participate in or vote on matters affecting
transactions between TWC and PWDC.

Objective/Scope/Methodology

The audit objectives developed in concurrence with OIM were:;

o To determine the propriety of expenditures charged to the Phila@Work contract
between the Transitional Work Corporation and Philadelphia Workforce '
Development Corporation.
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» To determine the effectiveness of the Phila@Work program in meeting intended

goals put forth by the Office of Income Maintenance, Bureau of Employment and
Training.

In pursuing these objectives, the BFO interviewed OIM staff and TWC management.
We also reviewed accounting and financial records, selected invoices, client files and
other pertinent data necessary to complete our objective.

We conducted this performance audit in accordance with generally accepted
government audit standards. Those standards require that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives.

Government auditing standards require that the auditors obtain an understanding of
management controls that are relevant to the audit objectives described above. The
applicable controls were examined to the extent necessary fo provide reasonable
assurance of the effectiveness of these conirols. Based on our understanding of the
controls no material deficiencies came to our attention. Areas where we noted an
opportunity for improvement are addressed in the findings of this report.

Results of Fieldwork

Finding No 1 — Performance Based Payments Were Overstated By $312,677 For
Fiscal Year Ended June 30, 2009

The contract with PWDC provides performance payments for clients whose job and
work record meet certain criteria. Our audit procedures included extracting a
statistically valid random sample of TWC’s performance payment claims for the PWE
clients. The total universe of PWE and Retention claims was 1876, of which 77 were
included in the sample. These claims were tested to ensure compliance with the
contract requirements. The tests revealed that 63.64% of the claims sampled were
ineligible for reimbursement. An application of this error rate to the total of PWE and
Retention payments for the fiscal year ended June 30, 2009 resulted in an over
payment of $312,677.

The contract between TWC and PWDC requires that a client obtain a position with at
least 25 hours of PWE per week to meet the performance benchmark. In most cases
the clients were working on average less than 20 hours per week. The actual time
worked is documented by their electronic timesheets. These time sheets were input
into CWDS and used to generate the weekly payroll for clients.

PWDC also uses the data in CWDS to generate the monthly performance invoices.
PWDC earmarks the clients who should be eligible for the performance benchmark
based on enrollment date. The invoice is then sent to TWC, who documents that the
client was indeed eligible and sends the invoice, along with the last timesheet or pay
stub, back to PWDC for payment. PWDC reviews the documentation and makes the
payment.
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TWC claimed performance payments for clients whose work hours did not meet the
criteria detailed in the contract. These errors were not identified by PWDC’s monitoring
process and overpayments were made. When the deficiencies were discussed with
TWC management we were informed that they believed that clients who worked 25
hours in the first week of employment continued to remain eligible for performance
payments if they retained their position in subsequent weeks. Our follow-up with BETP
confirmed that the contract was drafted with the expectation that performance payments
could only be requested for clients who worked 25 hours each week.

Recommendations:

The BFO recommends that TWC ensure clients are working the required humber of
- PWE hours as stated in the confract; and that the performance invoice is supported by
appropriate documentation in compliance with contract requirements.

The BFO also recommends that PWDC take the necessary steps to recover the
overpayment of $312,677.

Finding No. 2 — TWC Does Not Have A Cost Allocation Plan Sufficient To Allocate
Administrative And Overhead Costs. ‘

Moving forward, TWC management will be administering three contracts — Phila@Work,
CWT and the EARN Center. While TWC management had elected to create separate
501(c)(3) corporations, essentially the same management and administrative staff will
be working for and running all three companies. As presented, the entities will be
considered related parties. As a result, the time and expense associated with these
staff, including occupancy costs, needs to be equitably distributed to all three
companies. The current cost allocation plan is not capable of equitably distributing these
costs and a new plan will have to be developed. |

In addition to the three corporations we note that the Executive Director has moved her
private business into office space leased by TWC on another floor. TWC used this
space until a downsizing resulted in an excess of space. The excess space was initially
used by another company under a sub-lease arrangement. When this company
vacated the space, the Executive Director relocated her company to relieve TWC of the
burden of the rental expense.

The Executive Director utilizes an office that is located within the space leased by her
private business when she represents TWC. Because her TWC office is located in her
private business office space, there is no clear distinction between the time devoted to
TWC and the time devoted to her private business endeavors. Additionally, there was
at least one TWC staff who indicated that she had office space on both the TWC
administrative floor and the floor of the private business where she had access to both
businesses computers. Her time had been charged 100% to TWC.

Due to the seemingly unclear boundaries between TWC and the Executive Director's

private business and the three contracts, a cost allocation plan is essential to ensure
appropriate costs are being charged to the OIM/BETP programs.

7
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Recommendations:

The BFO recommends TWC develop an equitable cost allocation ptan to distribute the
costs associated with administrative staff and related expenses such as supplies and
overhead, to all three companies. Once developed, the cost allocation plan needs to be
approved by PWDC and BETP. '

The BFO also recommends that TWC’s Board of Directors draft a contract with the
Executive Director stating the number of hours per week it expects her to devote to
TWC and its endeavors. Currently the only documentation available was board minutes
which stated a percentage of time.

Finally the BFO recommends TWC develop a time sheet that administrative staff
completes weekly detailing the time spent on each of the three contracts.

Finding No. 3 — Some Of The Charges Made To The Phila@Work Contract Were
Unallowable

In reviewing certain expense items, we identified expenses which were charged to and
paid by PWDC that were unallowable. These included $2,307 for meals, $1,976 for a
staff holiday party and $442 for airfare to the 2008 Democratic National Convention.
The total amount related to these identified charges was $4,725.

Recommendation:

The BFO recommends that PWDC take the necessary steps to recover the $4,725 in
unallowable expenses.

Finding No. 4 — Un-Cashed Checks Were Accounted For As Revenue Totaling
$142,216

TWC's independent auditors identified “old” checks totaling $163,580 which had not
been cashed. The majority of the checks were payments for Work Partner incentives.

The checks were written over the course of three fiscal years; June 30, 2005; 2006, and
2007.

A Work Partner is defined as an employee at a work site who supervised TWC clients
while participating in the PWE program. TWC management stated that the Work
Partner incentive payments were TWC's way of showing appreciation for the time and
effort the Work Partners put into working with the PWE clients. During this time period,
PWDC allowed these payments to be categorized as an incentive cost and reimbursed
them at 100%. PWDC later took the position that these payments should be
categorized as an operating cost. The change in funding along with the difficulty TWC
was having in administering the program caused TWC to make the decision to eliminate
this payment.
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The Work Partner incentives were invoiced to PWDC as expenses when the checks
were prepared. When the checks were voided the expense, in essence was eliminated.
As a result appropriate credits should have been issued to PWDC. In response to our
questions in this area TWC provided that appropriate credits were issued. TWC met our
request to review the documentation for the credits with the following three responses:

» The first item relates to Work Partner Incentive costs for the fiscal year ended
June 30, 2005. TWC incurred costs which exceed the amount invoiced to
PWDC. Based on this, $21,364 related to the Work Partner Incentives was

-credited against the total amount of the un-cashed checks.

* The second item relates to Subsidized Employment Wages. PWDC was
credited $13,331 on the final invoice for fiscal year ended June 30, 2006.
Although TWC incurred costs which exceed the amount invoiced to PWDC,
these expenses do not relate to Work Partner Incentives.

« Forthe third item, TWC provided documentation pertaining to a pass through
contract indicating they did not invoice for one month. While this statement was
determined to be accurate we noted that TWC did not incur costs related to this
contract, so there are no unreimbursed costs to apply to the un-cashed checks.

Based on the documentation provided, $21,364 was applied to the balance of un-
cashed checks. As a result $142,218 in un-incurred expense remains.

Recommendations:

The BFO recommends PWDC recover the $142,216 related to the un-incurred expense.

The BFO also recommends the OIM make a determination as to the allowability of the
$13,331 in excess Subsidized Employment Wages expense.

Finding No. 5 — PWDC Needs To Utilize Available Data To Ensure Accurate
Performance Payments

Pertaining to Finding No. 1, the majority of the errors identified in our sample related to
PWE, which is supported by timésheets generated from the DPW software program,
CWDS. TWC is responsible for inputting a client's PWE hours worked into CWDS and
generating a timesheet. PWDC, in turn, accesses CWDS to generate the monthly
invoice for PWE. Ongce the inveice is generated, it is sent to TWC for verification and
requisition of the required documentation. |n the case of PWE, the required
documentation is the electronic timesheet for the last week of the performance period.

As such, one week’s time is used to support the Validity of the entire performance
period. The BFO believes this process contributed to the number of performance
payment errors TWC encountered.

PWDC has access to timesheets for the entire performance period through CWDS. As
a result, PWDC should be utilizing the data they already have to verify that a client is

9
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working the required number of hours for PWE. TWC would only need to verify that the
data on the invoice was correct,

One way PWDC could more effectively use the data available, is to summarize the
PWE hours in their data system and include this information on the invoice. This would
provide an indication of whether or not the client had the required number of hours to be
eligible for the performance payment.

Recommendations:

The BFO recommends PWDC utilize the data available to them to ensure that
benchmark payments to TWC are accurate and in compliance with the contract
parameters. PWDC should consider including the total number of PWE hours worked
for the performance benchmark period on the invoice.

The BFO also recommends TWC carefully review all clients included on the monthly
invoices and ensure they have worked the required number of hours as stated in the
contract.

Finally, BFO recommends TWC input timesheets into CWDS on a timely bases to
ensure PWDC has the most current and accurate data available to generate the
monthly performance invoices.

Observation No. 1 —- TWC Needs To Recruit Active Board Members

TWC has only held one board meeting in the last 12 months. Management stated that
board meetings had been scheduled, but were canceled due to lack of attendance.
Additionally, a board retreat had also been canceled due to a lack of attendance. The
Board of a non-profit plays a significant role in the oversight of management and
provides direction for the agency as a whole. Furthermore, TWC has expanded through
the administration of an EARN Center contfract making Board oversight and guidance
more essential.

In reviewing prior board minutes, it appears that this has been an ongoing concern for
some time. The Board minutes indicated that they were trying to address this issue, but
had not made any improvement. TWC needs to actively recruit members who are
willing to take an active role on the Board. Potential candidates should be able to bring
their expertise to the board to help advance the goals of the organization.

TWC management stated that they are in the process of re-writing the agency's By-
L.aws to give them more latitude in recruiting Board members. Recently, two people
from the local community came to the Board. TWC is hopeful that their experience and
familiarity in the local area will be beneficial to the agency and its mission.

10
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Observation No. 2 — Differences Exist Between Electronic Timesheets And
QOriginal Timesheets.

In reviewing client payroll, electronic timesheets were compared to the original
timesheets. This comparison identified differences between the original timesheet and
the electronic one. Primarily, it appeared that the original timesheets were simply the
clients scheduled hours. 1n some cases, there were changes on the original timesheet;
however, it appeared that the changes were made upon input with no explanation.

~ Additionally, in some cases the time sheets were not signed by the work partner, the
career coach or the client. Prior to input infto CWDS, signatures from all three should
appear on the original timesheet, particularly when changes were made. These are
procedure weakness which could result in inaccurate payments to clients.

Exit Conference

On June 3, 2010 an exit conference was held at TWC’s administrative offices. In
addition to staff from TWC and BFO, representatives from BETP and PWDC were in
attendance. Based on discussion at the exit conference, no changes were made to the
draft report as issued.

In accordance with our established procedures, an audit response matrix will be
provided to your office. Once received, please complete the matrix within 60 days and
email the Excel file to the DPW Audit Resolution Section at:

RA-pwauditresolution@state.pa.us

The response to each recommendation should indicate your office’s concurrence or
non-concurrence, the corrective action to be taken, the staff from your office responsible
for the corrective action, the expected date that the corrective action will be completed,
and any related comments.

Sincerely,

Kevin M. Friel

Altachment

C Ms. Melonease Shaw
Mr. Dale Porter
Dr. Bryon Noon

Mr. L.eon Simmons
Ms. Deborah Glosek
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wir. Daniel Higgins

Audit Manager

Bureau of Financlal Operations
Division of Audit and Review
Philadelphia, PA 19107-3126

Dear Mr, Higgins:

Transitional Work Corporation(TWC) Is in receipt of your letter dated March 29, 2010, in which
you disclose, on behalf of the Division of Audit and Review {DAR), possible non-compliance with
reporting requirements under TS09-127 contract. Transitional Waork Corporation appreciates BETP’s
willingness to disclose and correct any non-compliance issues at its facility in a timely manner.
Moreover, we appreciate your tremendous support in helping to rmaintain Transitional Work
Corporatien's premier role in “Paid Work Experience” in Philadelphia. Lastly, TWC would like to request
an exit conference with BETP and PWDC to address the report contents as well as ensure clarffication of
the timely implementation of the report recommendation.

The purpose here is to respond to the findings presented from the DAR audit.

Finding No.1 — Performance based payments were overstated by 5312,677 for Fiscal Year Ended June
30, 2009,

TWC Responses:

TWC's fiscal year began on July 1, 2608, however, the Philly@ Work FYOS/09 contract was not
“recelved until the first week of November 2008 and contract implementation began on November 17,
2008. By this time, a lapse of 5 months had aiready passed and we were operating without knowledge
of the performance measures associated with PWE retention. It should also be noted that the FYD8/09
contract marked the first year that payment peints associated with the Retention at the Paid Waork
Experience level was implemented. We believed that we were operating as mandated in both the
Master Guidelines as well as the contract submittéd by PWDC. With that said, more emphasis was
placed on worksite placements, development of worksites and days in retention. It was not until BFQ
presented its findings that we were made aware of non-compliance issues surrounding payments
associated with PWE validation.

During the fiscal year 08/09, we were audited several times by both BETP and PWDC (ie.,
Annual Time and Attendance Audit, PWDC financial audits, and annual BETP evaluaticn). At notime was
TWC cited for contractual non-compliance within these various audits. As previously mentioned, TWC
believed that we were operating in accordance with our Contractual Agreement and Master Guidelinas,

Appendix
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As a result of the findings from BFQ, we have surmised that the language presented in both the Contract
as weli as the Master Guidelines was unclear to ail parties and adjustments to the “wording” may have
played a large part in the miscommunication of benchmark payments.

Within the FY08/09 Contract and Master Guidelines, there were soveral discrepancies with
regards to the PWE definition and required hours. In some cases, the mandated hours are 20 hours but
in other cases, 25 hours of participation is expected. In addition, in the scepe and services sectfon of our
fiscal contract, the measurement for a successful retention met is measured through days in retention.
The following excerpts Hlustrate the “verbiage” found in the Master Guidelines and Contract:

* Page 28 of PWDC Contract - Paid Work Experience ~ “Participants may participate in
PWE a maximum of 20 hours per week, up to a 6-month lifetime limit.”

* Program_Summary Page within the Scope of Services Section of the Contract —
“Participants in TWC's Philadelphia@Work program wiil participate in the transitional
experience for twenty-five (25) hours a week, while earning minimum wage.
Participants will spend up to 10 (ten) hours-a week in wrap around activities.”

* Work Participation as defined in the Master Guidelines —"Required hours of
participation for a TANF single parent with a child over the age of 6 and extended TANF
participants, regardless of the child’s age, is 30 hours; 20 hours in a core activity; 10
hours in a nan-core activity.” '

= “Required hours of participation for a single parent if the household contains a chilg
under the age of six () is 20 hours; all 20 hours must be in a care activity.”

We have found that these performance measures were not taken into consideration when we
Involeed PWDC monthly. Instead, we were paid exclusively for the number of days in retention as
opposed to number of hours at the worksite. What follows is a detailed corrective action to address the
other findings BFO found during their audit.

TWC will take the necessary steps to discuss with PWDC a rebayment plan for the $312,677 in
overpayment related to retention payment. Also TWC would ke to receive a copy of the
documentation of the calculation of the averpayment for the $312,677.

Finding No.2 -~ TWC doas not have a cost allocation plan sufficient to allocation administrative and

overhead cost.
TWC Response:

The Revised Cost Allocation Plan summarizing the procedure that will be used by the Executive Director
and staff implemented as soon as PWDC and BETP approves the plan.

Appendix
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The following information will be included in the plan:

+ Compensation of Personnel Services - Documented with a weekly timesheet detailing the
distribution for all employees and allocation based on time spent oa each program. The
documentation will be based on each of the three companies {i.e., TWC, GEC and CWT).

« Travel Costs —allocated base on purpase of travel.

Finding No. 3 —Some of the charges made to the Phila@Work Contract were Unallowabie

TWC Response:

in response to the unallowahle expenses made during the FY 08/09 year, Transitional Work Corporation
will comply with the requested recovery payment for the unallowabie expenses as recommended by
BFO. TWC will request a payment arrangement with PWDC to repay these monies. )

Finding No. 4 - Un-cashed chacks were accounted for as revence totaling 5142, 216

TWC Response:

tn reviewing the $165,000, these were funds that were allotted for Work Partner Incentives, Subsidized
Employment Wages, Training/Certifications and Client Incentives. Some of the funds have already been
credited back to PWDC via the following invoices:

1} See exhibit #1, Page 3

Funds were allocated throughout fiscal year 2006, however, on final invoice #12 dated July
31, 2006, PWDC was credited a total amount of $13,331 for Subsidized Employment Wages.

2} Exhibit#2

A total amount of $123,675 was allocated throughout FY ‘05 per trial balance (See exhibit 2,
Page 4). However on Invaice #12 (Year End Closecut), dated August 8, 2005, onfy $102,311
was charged to PWDC's contract. (See exhibit #2, Page 2} A total of $21,364 was not
charged to PWDC’'s contract.

3} Exhibit #3

This arrangement was a financial pass-through on behalf of The Workforee 2000 Initiative
between PWDC and TWC. We invoiced PWDC July 2805 through December 2005 and
payment was forwarded to The Workforce 2000 initiative on the amaunt 0f$21,250 each
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manth. An invoice for the month of January 2006 was entered in our accounting software
and was captured by the McGovern audit firm as a payable; however, PWDC was never
invaiced for the amount of $21,250.

The statements abave account for 555,945 of the $165,000 in question. Please be advised that during
the 2005 Fiscal Year, TWC reported a loss of approximately $90, 000. Moreover, TWC used a portion of
its funding to cover it's lose during this time, Based on these findings, we do not believe that we should
have te refund PWDC the difference between the $55,000 and $165,000,

Finding No. 5 - PWDC needs to utilize avaifable data to ensure accurate performance payments.
TWC Response:

Based upon TWC's findings, all parties (i.e., PWDC, BETP and TWC) share in the misinterpretation of the
scope of services directly related to the number of required hours a client must work at their respective
worksites. During our annuat Guidelines training with BETP, all EARN systems, TWC and other providers
were urged to work with those clients who were not meeting the WPR to avoid a surge of negative
terminations. It should aiso be noted that EARN payments are based solely on their ACR and WAR which
is paid on a sliding scale in that they are paid on the percentage of the goal met.  While this is not the
case for TWC, we are requesting that the same be applied to cur PWE retention payment points. As it
currently stands, the present goal is unattainable and does not allow for dients to miss any time
throughout their Paid Work Experience, As stated in our Scope of Services, we service those clients who
are hard to place, have employment barriers, and have very little skill set. With that sald, our clients
have docter’s appeintments, CAO appointments and other emergencies that require them to miss time
from sites. In addition, effective March 8, 2010, excused absences will no longer count towards
retention which means most of our ctients will not meet the perfact attendznce requirement, Currently,
there are very few clients in the Philadelphia EARN systern who meets this requirement. |n an atternpt
to address this issue, we are methodically and tediously negotiating the terms of our 09/10 contract
which we believe should clearly identify a more realistic goal and reguirement for retention for PWE
clients. Moreover, we have implemented the foliowing internal procedures to help us achieve our
banchmark goals:

1) |dentify the minimum and maximum of hours a client must work at their worksites.
2} Reconcile electronic timesheets to manual timesheet prior to Kranos upload.
3) Define the definition of a successful PWE retention met.
4) Finalize a process for payment reconciliation and validation with PWDC.
Befow, please find the response to the BFO observations as reported during the audit.

Observation #1
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Observation #2

TWC will be reconciling original timashaets with the electronic version on Waednesdays prior to hours
being uploaded Into Krones and CWDS. We have streamlined this process to avoid delays in entering
time into CWDS.  Moreover, we have implemented one day per week to enter late timesheats
(Thursday) prior to Kronos upload to ensure time and attendance is current.

Thank you in advance for your atiention and consideration in this matter and we look forward to
discussing the contents of this response at the exit interview to be determined by your office.

Respectfully Submitted,

Melonease Shaw

President/CEO Transitional Waork Carparation
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