SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-002 The University of Washington did not have adequate internal
controls to ensure key personnel commitments specified in grant
proposals or awards were met.

Assistance Listing Number and Title: Various, Research and Development
Cluster — University of Washington

Federal Grantor Name: Various

Federal Award/Contract Number: Various

Pass-through Entity Name: Various

Pass-through Award/Contract Number: Various

Applicable Compliance Component: Special Tests and Provisions: Key
Personnel

Known Questioned Cost Amount: None

Background

The federal government sponsors research and development (R&D) activities under a variety of
types of awards. Most commonly, these are grants, cooperative agreements, and contracts to
achieve objectives agreed upon between the federal awarding agency and the non-federal entity.
The types of R&D conducted under these awards vary widely. Grants for R&D are awarded to
non-federal entities on the basis of applications or proposals submitted to federal agencies or pass-
through entities. An award is then negotiated that will include the purpose of the project, the
amount of the award and the terms and conditions.

R&D awards may include staffing proposals that specify key personnel who will work on the
project, as well as the extent of their planned involvement. One of these key personnel is typically
a principal investigator (PI) who contributes to the scientific development or execution of a project
in a substantive, measurable way. The non-federal entity is required to meet key personnel
commitments specified in the award and may be required to obtain approval from the grantor for
certain types of changes.

The University of Washington is the largest recipient of federal R&D awards in the state of
Washington. The University expended funds from 2,396 separate awards for the R&D grants, with

Office of the Washington State Auditor sao.wa.gov

E-25



expenditures totaling approximately $1.02 billion of the almost $1.17 billion expended statewide
during the audit period.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls.

Description of Condition

The University did not have adequate internal controls to ensure key personnel commitments
specified in grant proposals or awards were met.

To determine if the University complied with key personnel requirements, we reviewed the
University’s internal controls over monitoring key personnel time and effort, and also examined
grant awards to determine if key personnel identified in the application/proposal and award were
involved in the project as required.

We used a statistical sampling method to randomly select and examine 59 unique budget numbers
assigned to R&D programs out of a total population of 7,486. We examined these samples and
found:

e Four instances where we could not determine whether the University properly monitored
key personnel time and effort to ensure that they met award requirements identified in the
grant application/proposal and award were involved in the project as required.

e Two instances where key personnel were not involved in the project as required.
Specifically, we found:

e One award for which the PI was required to spend approximately 16 percent of their
time on the award, but spent less than 5 percent

e One award where the PI was required to spend 2 percent of their time on the award, but
only spent .67 percent

We consider these internal control deficiencies to be a significant deficiency.

This issue was not reported as a finding in the prior audit.

Cause of Condition

While we determined the University had policies and procedures to ensure that key personnel are
involved in the grant projects as required, there were not policies or procedures to ensure that there
was sufficient University-level oversight to ensure key personnel commitments were met.
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Effect of Condition

By not establishing adequate internal controls, the University cannot reasonably ensure it meets
the key personnel requirement.

Recommendation

We recommend the University improve its internal controls to ensure key personnel identified in
the application/proposal and award were involved in the project as required. In addition, if the
University identifies key personnel commitments are not going to meet required levels, ensure that
federal awarding agency approval is obtained when required.

University’s Response

The University has established internal controls to ensure compliance with program requirements
through the effort certification and project reporting processes, and budget reconciliation
requirements. However, we agree there are areas for improvement int terms of staff and Pl
training, and available resources to monitor contribution and documentation of committed levels

of effort.

The University will implement the following improvements.

e The University offers multiple training courses to research administrators and principal
investigators on management of sponsored awards. We will update our training materials
and provide additional training on documentation of effort for Pls and key personnel, and
prior approval requirements for reductions in effort.

o Update guidance and instructions for effort certifications to ensure all devoted effort is
properly accounted for during the effort certification process.

e Develop exception reports to provide additional oversight to monitor deviations from
committed effort for Pls and key personnel.

Auditor’s Remarks

We thank the University for its cooperation and assistance throughout the audit. We will review
the status of the University’s corrective action during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.
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Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 308,
Revision of budget and program plans, states in part:

(a) The approved budget for the Federal award summarizes the financial aspects of the
project or program as approved during the Federal award process. It may include either the
Federal and non-Federal share (see definition for Federal share in § 200.1) or only the
Federal share, depending upon Federal awarding agency requirements. The budget and
program plans include considerations for performance and program evaluation purposes
whenever required in accordance with the terms and conditions of the award.

(b) Recipients are required to report deviations from budget or project scope or objective,
and request prior approvals from Federal awarding agencies for budget and program plan
revisions, in accordance with this section.

(¢) For non-construction Federal awards, recipients must request prior approvals from
Federal awarding agencies for the following program or budget-related reasons:

(1) Change in the scope or the objective of the project or program (even if there is no
associated budget revision requiring prior written approval).

(2) Change in a key person specified in the application or the Federal award.

(3) The disengagement from the project for more than three months, or a 25 percent
reduction in time devoted to the project, by the approved project director or principal
investigator.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-003 The Office of Superintendent of Public Instruction did not have
adequate internal controls over accountability for USDA-donated

foods.

Assistance Listing Number and Title:

Federal Grantor Name:
Federal Award/Contract Number:

Pass-through Entity Name:

Pass-through Award/Contract Number:

Applicable Compliance Component:

Known Questioned Cost Amount:

Background

10.553 School Breakfast Program
10.555 National School Lunch Program

10.555 COVID-19 National School Lunch
Program

10.556 Special Milk Program for Children

10.559 Summer Food Service Program for
Children

10.582 Fresh Fruits and Vegetable Program
U.S. Department of Agriculture

217TWAWA3N1099; 217TWAWA3N1199;
217TWAWAILI1603; 227WAWA3N1099;
227TWAWANI119; 227TWAWAI1L1603

None
None

Special Tests and Provisions:
Accountability for USDA-Donated Foods

None

The Child Nutrition Cluster programs help states administer food services that provide healthy and
nutritious meals to eligible children in public and nonprofit private schools, residential care
institutions and summer programs, as well as encourages the domestic consumption of nutritious

agricultural commodities.

The Office of Superintendent of Public Instruction administers the state’s Child Nutrition Cluster
programs. The Office spent about $578 million, including non-cash assistance, in federal funds on
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eligible child nutrition meals during fiscal year 2022. The Office passed through most of the
assistance to school food authorities (SFA) and other sponsors as subawards.

The United States Department of Agriculture (USDA) makes donated agricultural commodities
available for use in operating all child nutrition programs, except the Special Milk Program for
Children. The Office contracts with four warehouses to perform its storage and distribution duties.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls.

In prior audits, we reported the Office did not have adequate internal controls over accountability
for USDA-donated foods. The prior finding numbers were 2021-003, 2020-004 and 2019-005.

Description of Condition

The Office did not have adequate internal controls over accountability for USDA-donated foods.

We conducted an inventory reconciliation using the Office’s state fiscal year physical inventory
records from 2021 and 2022, USDA food order records, and distribution records. We determined
the Office performed an annual physical inventory for all four warehouses. However, we found
the Office:

e Did not perform monthly reconciliations between the federal government distribution
report, the Office’s internal inventory tracking spreadsheet and the warehouse
documentation

¢ Did not keep supporting records for inventory loss adjustments

We identified 91 food items with negative adjustments. We reviewed 14 adjustments and found
five were not supported and five were only partially supported. We also found that four out of the
239 food items we examined contained discrepancies. We noted a total variance of four (quantity
in cases) out of 32,491 cases. The Office undercounted by three cases and overcounted by one
case.

We consider these internal control deficiencies to be a significant deficiency.

Cause of Condition

In response to the prior audit finding, the Office developed a corrective action plan that included
procuring a new or updated electronic food distribution system. However, at the time of the audit,
the Office was still in the process of procuring a new or updated electronic food distribution system
that includes tracking and reporting capabilities to assist with the reconciliation process.
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Effect of Condition

Without proper reconciliation between physical inventories and inventory records, the Office
cannot ensure it identifies inventory discrepancies and properly accounts for the loss of donated
foods. Additionally, failure to maintain records required by federal law may require the Office to
pay USDA the value of the food or replace it in kind.

Recommendations
We recommend the Office:

e Strengthen established internal controls to ensure it reconciles physical inventory with
inventory records on a monthly basis
e Follow up on the inventory discrepancies identified

Office’s Response

OSPI concurs with this finding. We have implemented internal policies and procedures for the
reconciliation of USDA Foods on an annual basis, meeting USDA requirements for state agencies
operating this program. We will review our current process for monthly inventory review and
explore the opportunities to strengthen internal controls around reconciling physical inventory

with inventory records, and additionally, to follow up on any inventory discrepancies that are
identified.

Auditor’s Remarks

We thank the Office for its cooperation and assistance throughout the audit. We will review the
status of the Office’s corrective action during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.
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Title 7 CFR Part 250, Donation of Foods for Use in the United States, Its Territories and
Possessions and Areas Under Its Jurisdictions, section 12, Storage and inventory management at
the distributing agency level, describes storage and inventory management requirements for state
distributing agencies.

Title 7 CFR Part 250, Donation of Foods for Use in the United States, Its Territories and
Possessions and Areas Under Its Jurisdictions, section 16, Claims and restitution for donated food
losses, describes the distributing agency’s responsibilities for identifying and seeking restitution
from responsible parties for the loss of donated foods.

Title 7 CFR Part 250, Donation of Foods for Use in the United States, Its Territories and
Possessions and Areas Under Its Jurisdictions, section 19, Recordkeeping requirements, describes
the distributing agency’s requirements for maintaining donated food distribution records and the
period of retention of records.

Title 7 CFR Part 250, Donation of Foods for Use in the United States, Its Territories and
Possessions and Areas Under Its Jurisdictions, section 21, Distributing agency reviews, describes
the distributing agency’s scope of review requirements for on-site review and identification and
correction of deficiencies identified in its reviews.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-004 The Department of Health did not have adequate internal controls
to ensure payments to providers were allowable, met cost
principles, and were within the period of performance for the
Special Supplemental Nutrition Program for Women, Infants, and

Children.

Assistance Listing Number and Title: 10.557 Special Supplemental Nutrition
Program for Women, Infants, and Children
10.557 COVID-19 Special Supplemental
Nutrition Program for Women, Infants, and
Children

Federal Grantor Name: U.S. Department of Agriculture

Federal Award/Contract Number: 217TWAWATW6003; 217TWAWATW6006;
217TWAWATW7003; 217TWAWATW1003;
217TWAWATW1006; 227TWAWATW1003;
227TWAWATW1006; 227WAWA1W5003

Pass-through Entity Name: None

Pass-through Award/Contract Number: None

Applicable Compliance Component: Activities Allowed or Unallowed
Allowable Costs / Cost Principles
Period of Performance

Known Questioned Cost Amount: None

Background

The Department of Health operates the Special Supplemental Nutrition Program for Women,
Infants, and Children (WIC). WIC is funded exclusively with federal grants from the U.S.
Department of Agriculture. WIC serves pregnant women, new and breastfeeding moms, and
children younger than 5 years old who are at or below 185 percent of the federal poverty level.
WIC provides:

e Nutrition ideas and tips on how to eat well and be more active
e Breastfeeding support, such as access to a peer counselor and breast pumps (varies by
clinic)
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e Health screenings and referrals
e Monthly benefits for healthy food, such as milk, cereal, fruits and vegetables

In fiscal year 2022, the Department spent more than $106.2 million in federal program funds, about
$29.8 million of which it disbursed to subrecipients.

To help carry out the program’s objectives, the Department issues consolidated contracts to Local
Health Jurisdictions that are classified as subrecipients. A consolidated contract is for one
subrecipient that combines funding for multiple federal programs.

Subrecipients are awarded federal funds on a reimbursement basis only. The Department assigns
each subrecipient a risk level based on standardized criteria, and it maintains a matrix that specifies
the documentation that subrecipients at each risk level are required to submit with every
reimbursement. There are varying requirements among low, moderate, and high-risk subrecipients
for each of the following expense categories:

e Salaries and benefits

e Equipment ($5,000 or more)

e Materials, supplies, and other

e Travel (in-state and out-of-state)
e Contracts and sub-subrecipients
e Administrative/indirect costs

The Department’s Fiscal Monitoring Unit (FMU) also conducts fiscal reviews of each subrecipient
to review source documentation to ensure payments are for allowable activities and within the
period of performance.

During the audit period, subrecipients submitted invoices to the Department’s accounting unit
where staff, on a weekly basis, compiled a list of all consolidated contract invoices into one email.
The emails were sent to Department program staff requesting review to ensure the payment was
allowable and within the period of performance. The emails consisted of 30 to 50 invoice requests
with hundreds of pages of supporting documentation. The accounting unit considered each invoice
listed in the email as approved if program staff did not respond. To address concerns about an
invoice, program staff were required to email the accounting unit within 10 business days to
withhold payment until the items in question were resolved.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls.

In the prior audit, we reported the Department did not have adequate internal controls over and did
not comply with requirements to ensure provider payments were allowable and met cost principles
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for the WIC program. The issue was reported as a finding in the prior audit. The prior finding
number was 2021-004.

Description of Condition

The Department did not have adequate internal controls to ensure payments to providers were
allowable, met cost principles, and were within the program’s period of performance.

Department program staff were required to use the documentation matrix when reviewing
subrecipient payments to ensure they were for allowable activities, met cost principles, were within
the period of performance and included required supporting documentation. However, program
staff did not communicate their approval to the accounting unit that issues payment. As a result,
the Department paid the subrecipients without knowing whether these expenditures had been
reviewed and approved by the program staff.

We consider this internal control deficiency to be a significant deficiency.

Cause of Condition

Management did not establish sufficient internal controls to ensure payments to subrecipients were
reviewed and approved prior to paying them. The Department’s established procedures allowed
for the accounting unit to pay providers without evidence the program staff reviewed and
determined the payment was allowable, within the grant’s period of performance, and adequately
supported.

Effect of Condition

Without establishing adequate internal controls that require program staff to communicate
approval to the accounting unit prior to payment, the Department cannot reasonably ensure it is
using federal funds for allowable purposes and within the period of performance.

Recommendation

We recommend the Department improve internal controls to ensure program staff document and
communicate approval to the accounting unit to ensure expenditures are for allowable activities
and within the period of performance prior to payment.

Department’s Response

We appreciate the State Auditor’s Office (SAO) audit of the Women, Infants and Children Special
Supplemental (WIC) grant. The Department is committed to ensuring our programs comply with
federal regulations and understand that it is SAO’s point of view that we did not have adequate
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controls over consolidated contract provider payments to ensure allowability in meeting cost
principles and period of performance.

The Department respectfully disagrees with SAO’s assessment of a significant deficiency in
internal controls over the consolidated contract provider payment process to ensure allowability
in meeting cost principles and meeting period of performance with our WIC program. When
accounting staff send the A19 consolidated contract invoices to the applicable programs WIC
quality assurance (QA) program staff review invoice support for allowability and period of
performance and keep a log with a breakdown of the total payment requested for WIC. If the
payment has no issues or concerns, it is logged in the log and staff initial the entry to denote no
issues and that full payment can be made. If there is a question on allowable cost, period of
performance, a need for additional backup documentation or an error program QA staff will log
the issue and amount/s in question and escalate the log to the WIC Deputy Program Director in
accordance with the WIC programs escalation policy. Program will then communicate with the
LHJ and document the correspondence. If the issues remain by the end of the ten day window,
WIC Program Staff will contact the accounting consolidated contract payment desk to withhold
the specific amount of payment until the issue is resolved. Once resolved staff initial and date the
log to denote the issue has been resolved and email accounting to release the payment amount in
question.

It should be noted that the current process over provider payments at the Department of Health
has been in place for well over a decade and has been through several annual audits by the State
Auditor’s Office and separate federal reviews of the program by our federal funders without issue.
The defined process of consolidated contract payments was in response to issues arising with
timely payment of funds to our local government partners. The consolidated contracts are an
essential tool in providing such funding on a large scale. This process balances many needs in
tracking payments, providing documentation to the programs for review as well as allowing for
timely distribution of funding to the local health jurisdictions for state and federal programs in
order to serve the citizens of the State of Washington. It also simplifies the invoicing and payment
process as well as reconciliation between DOH and the Local Health Jurisdictions (LHJs).

This, along with the following additional overall internal monitoring and policy processes support
our overall assurance of the allowability of payments:

o Detailed budgets for WIC are submitted by the subrecipient, by project, reviewed and
approved by Program staff annually and as A19’s are submitted program fiscal staff keep
updated budget to actual spreadsheets, and while they review the support provided by the
subrecipient, they ensure amounts submitted by project are reasonable and are in
alignment with expectations for the budget period submitted.

o The WIC program has an allowable cost policy chapter, purchase and procurement
chapter, that is provided to the subrecipients.
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e Program staff regularly provide technical assistance, policies, and training to WIC
subrecipients related to both allowability and compliance as it relates to programmatic
processes. Each of the subrecipients of funds receives a monitoring visit from our Fiscal
Monitoring Unit (FMU) once every two years. During the course of these visits monitoring
staff perform walk-throughs and assessments of the internal controls surrounding the A19
payments process and typically select the most recent three A19’s submitted for funding
and agree all charges to the source documentation from the subrecipient for allowability
using the costs principles and criteria as a basis.

o WIC program monitoring staff also perform biannual monitoring visits at a minimum and
perform critical reviews of program activities to ensure WIC processes and costs charged
to the program are for allowable purposes and are in alignment with programmatic rules
related to the Women, Infants and Children Program.

o The agency’s Fiscal Monitoring Unit (FMU) regularly provides technical assistance and
training, not only to WIC fiscal program staff, but to the subrecipients while onsite and at
the request of the entities receiving WIC funding.

Auditor’s Remarks

In its response, the Department acknowledges the accounting unit issues payments to subrecipients
without receiving an approval from program staff that the payment is allowable and met period of
performance requirements. This is a weakness in the design of internal controls and, in our
judgement, increases the risk that payments are made without assurance a program level review of
the supporting documentation occurred.

We reaffirm our finding, and we will follow up on the status of the Department’s corrective action
during our next audit period.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-005 The Employment Security Department did not have adequate
internal controls to ensure it submitted accurate monthly reports
for the Unemployment Insurance program.

Assistance Listing Number and Title: 17.225 Unemployment Insurance

17.225 COVID-19 Unemployment Insurance
Federal Grantor Name: U.S. Department of Labor
Federal Award/Contract Number: UI-34528-20-60-A-53; UI-34748-20-55-A-53

UI-34890-20-55-A-53; Ul-35682-21-55-A-53
UlI-35737-21-55-A-53; UI-35977-21-60-A-53
UI-37098-21-55-A-53; UI-37256-22-55-A-53
UI-37313-22-55-A-53; UI-38013-22-60-A-53
UI-38163-22-55-A-53; UI-38511-22-55-A-53
UI-38580-22-75-A-53

Pass-through Entity Name: None
Pass-through Award/Contract Number: None
Applicable Compliance Component: Reporting
Known Questioned Cost Amount: None
Background

The Unemployment Insurance (UI) program was created by the Social Security Act, and provides
benefits under the Unemployment Compensation program to unemployed workers for periods of
involuntary unemployment. It provides a stabilizing effect on the economy by maintaining the
spending power of eligible workers while they are between jobs.

The Employment Security Department administers the state’s Ul program. During fiscal year
2022, the Department paid more than $2.8 billion dollars in unemployment insurance benefits to
more than 454,000 people.

The Unemployment Insurance Reports Handbook No. 401—published by the U.S. Department of
Labor (DOL), Employment and Training Administration, Office of Unemployment Insurance —
outlines the requirements for states to submit financial and performance reports to the federal
government so it can evaluate their UI programs. The ETA 9055 — Appeals Case Aging — Lower
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and Higher Authority Appeals report (OMB No. 1205-0359) is submitted monthly, and it provides
information on the inventory of lower and higher-authority single claimant appeals cases that have
been filed in court but not yet decided. These reports provide the federal government with
information about the number of days from the date an appeal was filed through the end of the
month covered by the report, as well as the average and median age of the pending appeals cases.
The Department prepares this report using data obtained through interagency data-sharing
agreements with the Washington State Office of Administrative Hearings and the Washington
State Administrative Office of the Courts.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls. This issue was not reported as a finding
in the prior audit.

Description of Condition

The Department did not have adequate internal controls to ensure it submitted accurate monthly
reports for the UI program.

During fiscal year 2022, the Department was required to submit monthly ETA 9055 performance
reports to DOL. The Department did not require or perform a secondary review of the reports
before submitting them. A single Department employee manually prepared the information
contained in the reports and submitted them to the federal grantor, and no one verified they were
accurate and complete before submission.

We consider this internal control deficiency to be a significant deficiency.

Cause of Condition

Management did not monitor the completion of these reports to determine whether internal
controls would be sufficient to detect and correct any potential data entry errors. In addition,
management relied on staff knowledge and information received directly from other agencies
being accurate and complete.

Effect of Condition

By not establishing adequate internal controls to ensure monthly performance reports are complete
and accurate, the Department is at an increased risk of inaccurately reporting data to the federal
grantor.

Recommendation

We recommend the Department implement internal controls to ensure it has an effective review
process in place before submitting monthly reports to the federal grantor.
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Department’s Response
The Department concurs with this finding.

The Department will implement a secondary review of these reports to verify the data pulled from
relevant sources is accurately represented prior to submitting to the federal reporting system.

Auditor’s Remarks

We thank the Department for its cooperation and assistance throughout the audit. We will review
the status of the Department’s corrective action during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.

The U.S. Department of Labor, Employment and Training Administration, Office of
Unemployment Insurance, Unemployment Insurance Reports Handbook No. 401, Section V:
Benefits Time Lapse and Quality, states in part:

ETA 9055 — APPEALS CASE AGING
Section V-5
D. General Reporting Instructions

Appeals Case Aging measures require states to report data on the universe of all single
claimant appeals cases that have not been decided prior to the end of the reporting period.
Edit checks can be found in Handbook 402, Unemployment Insurance Required Reports
User’s Manual, Appendix C.

4. Pending Lower Authority Single Claimant Appeals Case Aging.
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a. Includes all lower authority single claimant appeals cases, including those remanded
by the higher authority for a hearing and decision reopened appeals cases not decided
at the end of the month.

5. Pending Higher Authority Single Claimant Appeals Case Aging.

a. Includes all higher authority single claimant appeals cases, including remanded and
reopened appeals cases, not decided at the end of the month. An appeals case that
has been remanded to the lower authority for additional evidence and will be
returned to the higher authority for a decision is reported in this inventory. An
appeals case that has been remanded to the lower authority for a new hearing and
decision is not a pending higher authority appeals case and should not be counted as
such.

Office of Management and Budget, 2 CFR Part 200, Appendix XI, Compliance Supplement,
Unemployment Insurance, states in part:

L. Reporting
2. Performance Reporting

States are required to submit periodic reporting to evaluate the performance of the states’
UI programs. The auditor should test the information included in the key reports
included below that ensure the timeliness of benefits paid. Detailed information on these
reports can be accessed under:
https://wdr.doleta.gov/directives/attach/ ETAH/ETHand401 Sth.pdf

Frequency of
Report Name qu ] y Reference Core Measure Sections for Test
Submission
ETA 9050 — Time First Payment Time Lapse
Lapse of All First Monthl 14/21 days, Interstate and Section A. Do not
Payments except Y Intrastate UI, UCFE, and include Workshare
Workshare UCX, full and partial weeks
ETA 9052 —
Nonmoneta Nonmonetary
o ry Monthly Determinations 21-Day Sections A, B and C
Determination Time ..
] Timeliness
Lapse Detection
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ETA 9055 — Appeals

Section A. Exclude

Average Age of Pendin
Case Aging — Lower 8 g g the test for states that
) ) Monthly Lower and Higher Authority .
and Higher Authority do not have Higher
Appeals .
Appeals Authority Appeals.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-006 The Employment Security Department did not have adequate
internal controls over and did not comply with federal
requirements to conduct case reviews for the Benefit Accuracy
Measurement program of the Unemployment Insurance program

in a timely manner.

Assistance Listing Number and Title:

Federal Grantor Name:
Federal Award/Contract Number:

Pass-through Entity Name:
Pass-through Award/Contract Number:
Applicable Compliance Component:

Known Questioned Cost Amount:

Background

17.225 Unemployment Insurance

17.225 COVID-19 Unemployment Insurance
U.S. Department of Labor
UI-34528-20-60-A-53; UI-34748-20-55-A-53;
UI-34890-20-55-A-53; UI-35682-21-55-A-53;
UI-35737-21-55-A-53; UI-35977-21-60-A-53;
UI-37098-21-55-A-53; UI-37256-22-55-A53;
UI-37313-22-55-A53; UI-38013-22-60-A-53;
UlI-38163-22-55-A-53; UI-38511-22-55-A-53;
UI-38580-22-75-A-5

None

None

Special Tests and Provisions: Ul Benefit
Payments

None

The Unemployment Insurance program was created by the Social Security Act, and it provides
benefits under the Unemployment Compensation program to unemployed workers for periods of
involuntary unemployment. The program provides a stabilizing effect on the economy by
maintaining the spending power of eligible workers while they are between jobs.

The Improper Payment Elimination and Recovery Act of 2010 requires the state workforce
agencies to maintain a quality control system. The Benefits Accuracy Measurement (BAM)
program is the U.S. Department of Labor’s quality control system designed to assess the accuracy
of unemployment insurance benefit payments and denied claims in separation status. The program
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estimates error rates and dollar amounts of benefits improperly paid or denied by projecting the
results from investigations in a state.

The Employment Security Department administers the state’s Unemployment Insurance program.
During fiscal year 2022, the Department paid more than $2.8 billion dollars in unemployment
insurance benefits to more than 457,000 people.

Under the BAM program, the Department is required to draw a weekly sample of payments and
denied claims. The Department must complete this sampling promptly and conduct an in-depth
investigation of the claims to determine the degree of accuracy in administering the state’s
Unemployment Compensation program and compliance with federal law (20 CFR § 602.21(d)).
The Department has established a dedicated BAM unit to meet these requirements.

The Benefit Accuracy Measurement State Operations Handbook, which is published by the U.S.
Department of Labor’s Employment and Training Administration, indicates the time frame and
requirements for conducting BAM program case sampling for paid claims. States must complete
reviews of:

e 70 percent of the sampled cases within 60 days of the week ending date of the batch; and
e 95 percent of the sampled cases within 90 days of the week ending date of the batch; and
e 98 percent of sampled cases within 120 days of the ending date of the annual report period.

In addition, states must sample denied claims and review:

e 60 percent of the sampled cases within 60 days of the week ending date of the batch;
e 85 percent of the sampled cases within 90 days of the week ending date of the batch; and
e 98 percent of the sampled cases within 120 days of the end of the calendar year.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls.

In prior audits, we reported that the Department did not have adequate internal controls over and
did not comply with federal requirements to conduct case reviews for the BAM program of the
Unemployment Insurance program in a timely manner. The prior finding numbers were 2021-005
and 2020-011.

Description of Condition

The Department did not have adequate internal controls over and did not comply with federal
requirements to operate a BAM program and assess the accuracy of unemployment insurance
benefit payments.
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The Department did not effectively recruit, develop and retain staffto ensure it materially complied
with the BAM program’s case review requirements.

We consider this internal control deficiency to be a material weakness, which led to material
noncompliance.

Cause of Condition

The Department did not adequately staff its BAM unit with resources sufficient to meet BAM
program requirements. Management said the BAM unit has struggled to maintain adequate staffing
due to attrition and funding. Also, once staff are hired into the unit, it takes considerable time to
train new employees to effectively complete case sampling. Staff appointed to assist the
Department’s BAM unit in response to the prior audit findings left employment during the current
audit period, making it more difficult for the Department to complete investigations in a timely
manner. The Department was unable to fill these vacant positions during the audit period.

Effect of Condition

The Department did not comply with the federally required timelines for completing its case
sampling. We performed testing to determine whether the Department complied with federal
requirements for investigating paid claims and denied claims in a timely manner.

For paid claims, we found the Department:

e Completed only 198 (45 percent) of its 440 sampled cases within 60 days of the week
ending date of the batch, failing to meet the federal requirement of 70 percent

e Completed only 294 (67 percent) of its 440 sampled cases within 90 days of the week
ending date of the batch, failing to meet the federal requirement of 95 percent

e Completed only 319 (73 percent) of its 440 sampled cases within 120 days of the ending
date of the annual report period, failing to meet the federal requirement of 98 percent

e Failed to complete investigations for the remaining 29 (seven percent) of its 440 sampled
cases during the audit period

We also found the Department completed only 91 of its 109 (83.5 percent) sampled cases of denied
claims in separation within 90 days of the week ending date of the batch, failing to meet the federal
requirement of 85 percent.

By not complying with the federally required timelines for completing case sampling, the
Department cannot fully evaluate the accuracy of its claim decisions and is less likely to detect
fraudulent payments.
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Recommendation

We recommend the Department allocate the necessary staffing resources to ensure it complies with
the U.S. Department of Labor’s timelines for BAM case sampling.

Department’s Response

The Department concurs with this finding and recommendation.

The BAM unit has, since 2019, continued to improve on the staffing model within the unit and
ensure compliance is met through training, sufficient staffing, and contingency planning. The BAM
Unit currently has one vacancy and is expected to have further challenges with upcoming
retirements. The Agency is currently in a hiring pause for Ul Administrative funding, furthering
the challenge to fully staff the unit and meet requirements. The unit anticipates if fully staffed, this
capacity would ensure the USDOL Acceptable Levels of Performance (ALPs) are met.

ESD continues to partner and frequently communicate with USDOL Regional Olffices to discuss
staffing and training models. The Quality Assurance Manager and the Case Review Supervisor
are committed to routinely monitor caseload, workload, and the overall assurance of meeting the
BAM operations performance goals and measures as set forth by USDOL.

Auditor’s Remarks

We thank the Department for its cooperation and assistance throughout the audit. We will review
the status of the Department’s corrective action during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.

Title 20 CFR Part 602, Quality Control in the Federal-State Unemployment Insurance System,
section 21, Standard methods and procedures, establishes the requirements for states to conduct
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representative case sampling for quality control study of unemployment benefit claims, which state

in part:

§602.21 Standard methods and procedures.

Each State shall:

Perform the requirements of this section in accordance with instructions issued by the
Department, pursuant to 602.30(a) of this part, to ensure standardization of methods
and procedures in a manner consistent with this part;

Select representative samples for QC study of at least a minimum size specified by
the Department to ensure statistical validity (for benefit payments, a minimum of 400
cases of week paid per State per year);

Complete prompt and in-depth case investigations to determine the degree of
accuracy and timeliness in the administration of the State UC law and Federal
programs with respect to benefit determinations, benefit payments, and revenue
collections; and conduct other measurements and studies necessary or appropriate for
carrying out the purposes of this part;

Furnish information and reports to the Department, including weekly transmissions
of case data entered into the automated QC system and annual reports, without, in
any manner, identifying individuals to whom such data pertain;

The U.S. Department of Labor, Employment and Training Administration Benefit Accuracy
Measurement State Operations Handbook — ET Handbook No. 395, 5" Edition, Chapter VI —
Investigative Procedures, Section 13: Completion of Cases and Timely Data Entry, states in part:

The following time limits are established for completion of all cases for the year. (The “year”
includes all batches of weeks ending in the calendar year.):

A minimum of 70 percent of cases must be completed within 60 days of the week ending
date of the batch, and 95 percent of cases must be completed within 90 days of the week
ending date of the batch; and

A minimum of 98 percent of cases for the year must be completed within 120 days of
the week ending date of the calendar year.

The U.S. Department of Labor, Employment and Training Administration Benefit Accuracy
Measurement State Operations Handbook — ET Handbook No. 395, 5" Edition, Chapter VIII —
Denied Claims Accuracy (DCA), Section 7: Completion of DCA Cases and Timely Data Entry,
states in part:
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As in paid claims, prompt completion of investigations is important to ensure the integrity of
the information being collected by questioning claimant and employers before the passage of
time adversely affects recollections. However, due to the fact that contacting the claimant and
obtaining claimant information is more difficult than in paid claims, the timeliness standards
differ as the following indicates:

e A minimum of 60 percent of cases must be completed within 60 days of the week ending
date of the batch, and 85 percent of cases must be completed within 90 days of the week
ending date of the batch; and

e A minimum of 98 percent of cases for the year must be completed within 120 days of
the ending date of the Calendar Year.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-007 The Employment Security Department did not have adequate
internal controls over and did not comply with requirements to
ensure it submitted complete and accurate quarterly performance
reports for the Workforce Innovation and Opportunity grant.

Assistance Listing Number and Title:

Federal Grantor Name:
Federal Award/Contract Number:

Pass-through Entity Name:
Pass-through Award/Contract Number:
Applicable Compliance Component:
Known Questioned Cost Amount:

Background

17.258 Workforce Innovation and Opportunity
Adult Program

17.259 Workforce Innovation and Opportunity
Youth Activities

17.278 Workforce Innovation and Opportunity
Dislocated Worker Formula Grants

U.S. Department of Labor
AA-33263-19-55-A-53; AA-34801-20-55-A-53;
AA-36352-21-55-A-53; AA-33263-19-55-A-53;
AA-34801-20-55-A-53; AA-36352-21-55-A-53;
AA-33263-19-55-A-53; AA-34801-20-55-A-53;
AA-36352-21-55-A-53

None

None

Reporting

None

The Employment Security Department (Department) receives federal funding for the Workforce
Innovation and Opportunity Act (WIOA) grant from the U.S. Department of Labor (DOL). WIOA
authorizes formula grant programs to states to help job seekers access employment, education,
training and support services to succeed in the labor market. WIOA provides employment and
training programs for adults, dislocated workers, youth, and Wagner-Peyser Act employment

services administered by DOL.

DOL requires that the Department complete performance reports using a standardized Participant
Individual Record Layout (PIRL). The Department must file the PIRL every quarter using DOL’s
Workforce Integrated Performance System. DOL also requires that states develop data validation

procedures related to the PIRL that include:
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e Written description of the process for identifying and correcting errors or missing data,
which may include electronic data checks;

e Regular data validation training for appropriate program staff;

e Monitoring protocols, consistent with 2 CFR § 200.328;

e A regular review of program data for errors, missing data, out-of-range values and
anomalies;

e Documentation that missing and erroneous data identified during the review process have
been corrected; and

e Regular assessment of the effectiveness of the data validation process and revisions to the
process as needed.

The Department uses the Efforts to Outcome (ETO) system to determine if participants are eligible
for programs under the WIOA grant. Local Workforce Development Boards (LWDBs) enter
participant information into ETO, and DOL requires the Department to perform validation
procedures to ensure participant data is accurate and complete. Additionally, ETO tracks
participants’ progress while in the program and upon completion. The Department uses data
captured in ETO to compile the data elements reported on the PIRL.

In state fiscal year 2022, the Department spent about $66 million in federal WIOA grant funds.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls.

In prior audits, we reported the Department did not have adequate internal controls over and did
not comply with requirements to ensure it submitted complete and accurate quarterly performance
reports for the WIOA grant. The prior audit finding numbers were 2021-007 and 2020-012.
Description of Condition

The Department did not have adequate internal controls over and did not comply with requirements
to ensure it submitted complete and accurate quarterly performance reports for the WIOA grant.

The Department did not establish an effective review process to ensure data elements of the PIRL
quarterly reports were accurate and complete before submitting them to DOL. The Department
also did not have adequate written data validation procedures for the PIRL report, as DOL requires.

We consider this internal control deficiency to be a material weakness, which led to material
noncompliance.
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Cause of Condition

A contracted vendor extracts participant data from a large database and then uses customized code
to transform it to produce the data the Department uses to create the PIRL reports. The Department
did not review the changes applied to the data extraction process to ensure accurate reporting of
WIOA participant information.

Effect of Condition

We verified the Department submitted all four quarterly PIRL reports to the DOL, as required
during fiscal year 2022. We obtained and examined all four reports to determine if the Department
accurately prepared them. To identify a population of WIOA participants, data elements 903, 904,
and 905 are critical because they represent whether a client participated in the program. Each data
element must be completed with one of the following allowable coding options:

e (0 — Participant did not receive services
e 1-—Yes, Local Formula

e 2 —Yes, Statewide

e 3 —Yes, Both Local Formula and State
e 4 —Reportable Individual

We found participants listed in the quarter one report were missing one or more data elements for
903, 904 and 905. The following tables show the proportion of the fields that were blank compared
to the total number of fields.

Data Element 903
Quarter  Blanks Total Percent
1 167,035| 336,693 | 49.61%
2 0] 322,723 0.00%
3 0| 316,816 0.00%
4 0| 303,472 0.00%
Data Element 904
Quarter  Blanks Total Percent
1 167,189 | 336,693 | 49.66%
2 0] 322,723 | 0.00%
3 0| 316,816 0.00%
4 0| 303,472 0.00%
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Data Element 905
Quarter Blanks  Total  Percent

1 167,200 336,693 | 49.66%
2 0 322,723 | 0.00%
3 0| 316,816 0.00%
4 0| 303,472 0.00%

We could not determine the total population of WIOA participants for testing for quarter one
because these data elements were incomplete and inaccurate. Further, we could not complete
testing over the quarter two, three and four PIRL reports. When we attempted to design our testing
over the key data elements, Department management said they could not ensure that the participant
information reported would be materially accurate and complete due to the complexity of
information that flows into data elements 903, 904 and 905, and due to the Department not
validating the changes it made to the ETO data extraction process for effectiveness. Therefore, we
could not perform further testing to determine whether the reports were accurate and complete.

Since the key data elements were incomplete and inaccurate, we could not test to determine the
level of material noncompliance. Without complete data, the Department cannot demonstrate
compliance with reporting requirements nor accurately inform its federal grantor of its current
level of program participation.

Recommendations
We recommend the Department:

e Update its written validation procedures for the PIRL report to meet DOL requirements

e Provide training and technical assistance to LWDBs on PIRL data element reporting
requirements to ensure they enter all required information into ETO

e Establish a review process to ensure it submits complete and accurate quarterly PIRL
reports

Department’s Response
The Department concurs with the finding.

We would like to thank the Office of the State Auditor (SAO) for their work on this area to ensure
job seekers in Washington state can access employment, education, training, and support services
to succeed in the labor market.

We have outlined our response below with respect to the recommendations made by SAO.

The Department is conducting a balance of performing and implementing these recommendations
concurrently with the WIT replacement project, which is estimated for completion in December
2024.
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SAO recommendation: Update written validation procedures for the PIRL report to meet DOL
requirements.

The Data Integrity, Policy and Monitoring teams have completed their Data Element Validation
(DEYV) policy update, submitted it to DOL and are actively executing DEV per DOL expectations.

DOL has not provided guidance or definitions through a Training Employment Guidance Letter
or Training Employment Notice related to the designation of a reportable individual. Once issued,
we can more effectively train stakeholders, update policy, and hold local areas accountable to
what a reportable individual count would be.

We will also work with our vendors who provide the data extract from Efforts to Outcome to ensure
scripting produces the required outcome.

SAO recommendation: Provide training and technical assistance to LWDB’s on PIRL data
element reporting requirements to ensure they enter all required information into ETO.

ESD’s Data Integrity team has established a technical assistance PIRL reporting process focused
on continuous improvement practices including data analysis training efforts. This process has
been in place since Q2 2021.

ESD will direct stakeholders to the current training processes and procedures which are shared
on the Workforce Professional Center website. The agency is already working on a project to
create an ETO Registration 101. This work will create a process that will add consistency and a
more complete approach to the pre-requisite requirements of our customers as they are added to
ETO. This is estimated to be complete in March 2023.

The Data Integrity team will also be available for 1:1 specialized technical assistance, regarding
their continuous improvement practices and pertinent data analysis, as requested by local areas
and one-stop centers.

SAO recommendation: Establish a review process to ensure it submits complete and accurate
quarterly PIRL reports.

The Data Integrity team is heavily involved in the automation and standardization of the Quarterly
Report Analysis (ORA) process. Thus far, we have concentrated on setting up a sustainable
process and we are working on evaluating all defined areas in the most recent QRAs provided to
date. In addition, the Data Integrity team will continue to identify and fix issues when using WIPS
and Performance Measure Analysis (for credentials and measurable skill gains).

The QRA is in its pilot phase with DOL, and Washington State has proactively established a system
and reporting structure prior to it being formally required by DOL. We are seeking and receiving
technical assistance with DOL as it relates to the PIRL to further establish internal controls and
effectively manage data validation, quality, and integrity.
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Auditor’s Remarks

We thank the Department for its cooperation and assistance throughout the audit. We will review
the status of the Department’s corrective action during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.

Training and Employment Guidance Letter (TEGL) WIOA No. 07-18, dated December 19, 2018 -
Operating Guidance for the Workforce Innovation and Opportunity Act, states in part:

Guidance for Validating Jointly Required Performance Data Submitted under the
Workforce Innovation and Opportunity Act (WIOA)

4. Joint Data Validation Framework. Data validation is a series of internal controls or
quality assurance techniques established to verify the accuracy, validity, and reliability of
data. Establishing a joint data validation framework based on a consistent approach shared
by the Departments will ensure that all program data are consistent and accurately reflect
the performance of each core program in each State. To that end, the purposes of validation
procedures for jointly required performance data are to:

e Verify that the performance data reported by States to the Departments are valid,
accurate, reliable, and comparable across programs;

e Identify anomalies in the data and resolve issues that may cause inaccurate
reporting;

e Outline source documentation required for common data elements; and

e Improve program performance accountability through the results of data validation
efforts.

While States must utilize a data validation strategy, the specific design, implementation,
and periodic evaluation of that strategy is left to the discretion of the State so long as those
strategies or procedures are consistent with these guidelines.

Data validation helps ensure the accuracy of the annual statewide performance reports,
safeguards data integrity, and promotes the timely resolution of data anomalies and
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inaccuracies. As such, it is recommended that States incorporate their data validation
procedures into their internal controls procedures, which are required by 2 Code of Federal
Regulations (CFR) §200.303. State VR agencies should also consider related guidance
issued in Rehabilitative Services Administration (RSA) Policy Directive 16-04.

Each State must develop data validation procedures that include:

Written procedures for data validation that contain a description of the process for
identifying and correcting errors or missing data, which may include electronic data
checks;

Regular data validation training for appropriate program staff (e.g., at least
annually);

Monitoring protocols, consistent with 2 CFR §200.328, to ensure that program staff
are following the written data validation procedures and take appropriate corrective
action if those procedures are not being followed;

A regular review of program data (e.g., quarterly) for errors, missing data, out of-
range values, and anomalies;

Documentation that missing and erroneous data identified during the review
process have been corrected; and

Regular assessment of the effectiveness of the data validation process (e.g., at least
annually) and revisions to that process as needed.

Performance Accountability, Information, and Reporting System — OMB Control
No.1205-0526, can be found at https://www.dol.gov/agencies/eta/performance/reporting
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-008 The Washington State Department of Transportation did not have
adequate internal controls to ensure supervisors reviewed and
approved payroll journals for the Highway Planning and
Construction Cluster.

Assistance Listing Number and Title: 20.205 Highway Planning and
Construction

20.205 COVID-19 Highway Planning and
Construction

20.219 Recreational Trails Program
20.224 Federal Lands Access Program
Federal Grantor Name: U.S. Department of Transportation

Federal Award/Contract Number: Too numerous to list. All approved
subaward projects under the Federal
Highway Administration Stewardship and

Oversight Agreement.
Pass-through Entity Name: None
Pass-through Award/Contract Number: None
Applicable Compliance Component: Activities Allowed or Unallowed
Allowable Costs/Cost Principles
Known Questioned Cost Amount: None
Background

The Washington State Department of Transportation, Payments & Deductions Unit, administers
federal funding under the Highway Planning and Construction Cluster for employee payroll related
to state highway construction projects. The Department spent about $614 million on highway
projects during fiscal year 2022. Of that amount, the Department used about $68 million for
employee payroll.

As part of the Highway Planning and Construction Cluster, the Department is allowed to request
federal reimbursement for salaries and benefits for program activities. The Department defines its
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labor and payroll reporting requirements in its Payroll Manual. Employees’ time and effort are
tracked in the DOTtime timekeeping system, which allows the Department to charge hours worked
and wages paid to the appropriate federal project. The Unit creates payroll journals twice monthly,
and emails them to the Department’s regional timekeepers. The journals are sent prior to payroll
processing; supervisors must sign the journals, and timekeepers are required to return them to the
Unit within two weeks after they are initially sent. The Unit is responsible for maintaining a payroll
calendar, which is sent to the timekeepers to document the due dates.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls.

Description of Condition

The Department did not have adequate internal controls to ensure supervisors reviewed and
approved payroll journals for the Highway Planning and Construction Cluster.

During the audit period, the Department issued 1,056 payroll journals for staff participating in
federal projects. We used a statistical sampling method, and randomly selected and examined 57
journals to determine whether an appropriate supervisor reviewed and approved them. We found
11 payroll journals (19 percent) were not approved and returned timely to the Unit during payroll
processing. These approvals were between one and 54 days overdue. We also found seven journals
(12 percent) were not approved by the assigned supervisor during the audit period. All seven
journals were not approved until after we requested the documentation, and they were at least six
months overdue.

We consider this internal control deficiency to be a significant deficiency.

This issue was not reported as a finding in the prior audit
Cause of Condition

Management did not monitor to ensure that supervisors reviewed, approved and returned payroll
journals to the Unit, as Department policy requires. In addition, regional management did not
consistently follow up on requests from the Unit to begin reviewing payroll journals, and
Department management did not implement internal controls to ensure supervisors performed the
required approvals timely.

Effect of Condition

By not establishing effective internal controls to ensure payroll transactions are reviewed for
appropriateness in a timely manner, the Department does not have adequate assurance that its
payroll distributions are accurate.
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Recommendations
We recommend the Department:

e Improve internal controls to ensure supervisors review, approve and return payroll journals
to the Unit, as policy requires

e Consider updating its existing policies to include provisions for when supervisors must
review, approve and return payroll journals for payroll processing

e Monitor the review of payroll journals to ensure supervisors provide the required responses

Department’s Response

The Washington State Department of Transportation (WSDOT) appreciates the State Auditor’s
Office (SAO) audit of the Highway Planning and Construction Cluster and values the Auditor’s
assessment regarding the Description and Effects of Condition as they pertain to Payroll Journals.
The Department is committed to ensuring that we have adequate internal controls established to
ensure payroll journals are reviewed and returned in a timely manner.

WSDOT'’s current process was developed to ensure that payroll distributions are certified in a
timely manner. Payroll journals are generated and sent to the designated signers using a link to
Adobe Acrobat Sign, via email on Day 4 of payroll processing. The signer will receive an
automated follow-up email each day that the document remains unsigned. Once signed the
document is routed back to Payroll via Adobe Acrobat Sign. Payroll staff responsible for the
Jjournals also have an audit system in place, where they monitor the return of signed documents.
Each signed document also contains an audit report that identifies the sender and the signer, the
time and date the original email request was sent, the date and time the document was signed, and
when the document workflow has been completed.

In an effort to ensure increased compliance with this policy, we will review existing controls and
evaluate the current audit process of monitoring the review and return of the payroll journals. We
will also review the Payroll Manual to ensure directions, guidelines, and expectations around the
signing of the payroll journals is clearly defined and determine whether provisions for when
managers must sign and return the journals for payroll processing is appropriate for reducing the
risk to payroll distributions within the Highway Planning and Construction Cluster.

Auditor’s Remarks

We thank the Department for its cooperation and assistance throughout the audit. We will review
the status of the Department’s corrective action during our next audit.
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Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.

Washington State Department of Transportation, Payroll Manual (M 13-08.06), April 2021
version, states in part:

Chapter 2 Roles and Responsibilities
2-4  Timekeepers
It is the responsibility of the timekeeper to:
12. Be the point of contact and provide payroll and labor documentation as requested.

13. Ensure Payroll Journals have the appropriate signatures and are returned to HQ
Payroll Office.

2-5  Supervisors
It is the responsibility of the employee’s supervisor/org manager to:
6. Review the payroll journal.

7. Approve by signing the Payroll Journal that it is correct to the best of your
knowledge.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-009 The Washington State Department of Transportation did not have
adequate internal controls over and did not comply with
requirements to conduct program monitoring of subrecipients of
the Highway Planning and Construction Cluster.

Assistance Listing Number and Title: 20.205 Highway Planning and Construction

20.205 COVID-19 Highway Planning and
Construction

20.219 Recreational Trails Program
20.224 Federal Lands Access Program
Federal Grantor Name: U.S. Department of Transportation

Federal Award/Contract Number: Too numerous to list. All approved
subaward projects under the Federal
Highway Administration Stewardship and

Oversight Agreement
Pass-through Entity Name: None
Pass-through Award/Contract Number: None
Applicable Compliance Component: Subrecipient Monitoring
Known Questioned Cost Amount: None

Background

The Washington State Department of Transportation (Department), Local Programs Office,
administers federal funding under the Highway Planning and Construction Cluster to local
agencies throughout the state for highway construction projects. The Department spent about
$614 million on highway projects during fiscal year 2022. Of that amount, it passed through about
$248 million to local agencies through subawards.

Federal regulations require the Department to monitor the activities of its subrecipients to ensure
they use subawards for authorized purposes and that activities comply with terms and conditions
of the subaward and achieve performance goals. Specifically, monitoring efforts must include
reviewing financial and programmatic reports required by the pass-through entity.
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The Department also maintains its own requirements for subawards of federal funds, published in
the Local Agency Guidelines (LAG) Manual. This manual outlines additional requirements the
Department imposes on all subrecipients, including the requirement to undergo project audits,
documentation reviews during the project period of performance, and project management reviews
(PMRs) prior to closure of each federally funded construction project.

The Department revised the LAG Manual in June 2021 to provide for the selection of PMRs using
a risk-based approach. The Department selects PMRs from ongoing projects it believes are at the
highest risk of noncompliance. However, the U.S. Department of Transportation, Federal Highway
Administration (FHWA), has stipulated in its Stewardship and Oversight Agreement (Agreement)
with the Department that a PMR is conducted at least once every three years for each subrecipient.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls.

In prior audits, we reported the Department did not have adequate internal controls over and did
not comply with federal requirements to conduct program and fiscal monitoring of subrecipients
for the Highway Planning and Construction Cluster. The previous finding numbers were
2021-008, 2020-016 and 2019-015.

Description of Condition

The Department did not have adequate internal controls over and did not comply with requirements
to conduct program monitoring of subrecipients for the Highway Planning and Construction
Cluster.

The Department did not ensure it completed PMRs for every subrecipient every three years, as
required by the Agreement. During the audit period, the Department was required to complete
PMRs for 12 of its subrecipients. We found the Department did not perform any of the required
PMRs for these subrecipients during the audit period. The Department suspended all PMRs
scheduled during state fiscal year 2022 and reinstated its review schedule in September 2022,
which was after the audit period.

We consider this internal control deficiency to be a material weakness, which led to material
noncompliance.

Cause of Condition

The Department worked with FHWA to switch to a risk-based PMR scheduling approach, but did
not receive official concurrence to change this approach during the audit period. Department
management made a conscious decision to switch to the risk-based approach before receiving

Office of the Washington State Auditor sao.wa.gov

E-61



official approval from FHWA to allow for a different selection methodology than the one outlined
in the Agreement signed by the Department and FHWA.

Effect of Condition

Without establishing adequate internal controls, the Department cannot reasonably ensure its
subrecipients are using federal funds for allowable purposes. Additionally, without monitoring
each subrecipient’s use of federal funds, the Department does not have reasonable assurance that
the subrecipient has complied with the terms and conditions of the subaward.

Failure to monitor each subrecipient’s use of federal grant funds also violates the terms and
conditions of the Agreement, which could result in the termination or suspension of the federal
grant award.

Recommendations

We recommend the Department:

e Update its policies and procedures for subrecipient monitoring to comply with FHWA
regulations

e Improve internal controls to ensure it completes project management reviews for every
active subrecipient at least once every three years, as required under the Agreement

Department’s Response

The Washington State Department of Transportation (WSDOT) appreciates the State Auditor’s
Office audit of the Federal Highway Program. WSDOT is committed to ensuring our programs
comply with federal regulations.

The Department appreciates the Auditor’s perspective on the Description of Condition and Effects
of Condition in the finding. Technically, the finding is correct for fiscal year 2022 based on the
language in the Stewardship Agreement with FHWA. FHWA is reluctant to formally open the
Stewardship and Oversight Agreement for revisions, as a new nationwide “template” is under
development. During fiscal year 2022, the Department executed a memo agreement with FHWA
to update our PMR process to a leading practice. This new process includes a ‘“risk-based
approach” which will improve the effectiveness of our subrecipient monitoring efforts. As a result,
the reviews and resources will be focused on the high-risk agencies or projects rather than a three-
year review cycle. Our risk-based program approach began in calendar year 2021 via an initial
memo agreement with FHWA and was approved for use going forward via the July 2022 memo
agreement with FHWA.
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Auditor’s Remarks

We thank the Department for its cooperation and assistance throughout the audit. We will follow
up on the status of the Department’s corrective action during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.

Title 23 CFR, Chapter 1 — Federal-Aid Highways, Section 106: Project approval and oversight,
states in part:

(g) Oversight Program.—
4) Responsibility of the states.—

(A) In general.—The States shall be responsible for determining that subrecipients
of Federal funds under this title have—

(1) adequate project delivery systems for projects approved under this section;
and

(1) sufficient accounting controls to properly manage such Federal funds.
Title 23 CFR, Part 635 — Construction and Maintenance — Contract Procedures states in part:

§ 635.102 Definitions.
As used in this subpart:
Local public agency means any city, county, township, municipality, or other
political subdivision that may be empowered to cooperate with the State

transportation department in highway matters.

State department of transportation (State DOT) means that department,
commission, board, or official of any State charged by its laws with the
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responsibility for highway construction. The term “State” should be considered
equivalent to State DOT if the context so implies. In addition, State Highway
Agency (SHA), State Transportation Agency (STA), State Transportation
Department, or other similar terms should be considered equivalent to State DOT
if the context so implies.

§ 635.105 Supervising agency.
(a) The State DOT has responsibility for the construction of all Federal-aid projects,

and is not relieved of such responsibility by authorizing performance of the work
by a local public agency or other Federal agency. The State DOT shall be
responsible for insuring that such projects receive adequate supervision and
inspection to insure that projects are completed in conformance with approved
plans and specifications.

The U.S. Department of Transportation’s Stewardship and Oversight Agreement on Project
Assumption and Program Oversight by and Between the Federal Highway Administration
(Washington Division) and the Washington State Department of Transportation, states in part:

Section XI. State and Local Public Agency Oversight Requirements and Reporting
Requirements

B. State DOT Oversight of Locally Administered Projects

WSDOT provides oversight through their Local Programs Division. This dedicated
staff manages the program by providing guidance, training, and technical assistance to
the Local Agencies.

The Local Agency Guidelines (LAG) manual describes the processes, documents, and
approvals necessary to administer federal-aid projects by local transportation agencies.
The manual also outlines WSDOT’s oversight and review activities. The Division
reviews and approves twice a year the LAG Manual to ensure it complies with FHWA
Order 5020.2 (Stewardship and Oversight of Federal-Aid Projects Administered by
Local Public Agencies, August 14. 2014).

By agreeing to accept federal aid funds, the local agency understands its roles and
responsibilities with respect to carrying out the federal aid program. WSDOT is
permitted to delegate certain activities, under its supervision, to local agencies (cities,
counties, private organizations, or other state agencies) under federal regulation 23
CFR 1.11 and 635.105; however, WSDOT accepts responsibility for delegated
activities.

WSDOT has a certification process that allows local agencies to administer a federal
aid project based on past performance, current staffing, overall capability, and
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knowledge of FHWA and state requirements. The certification acceptance process is
outlined in Chapter 13 of the Local Agency Guidelines Manual (LAG).

WSDOT is also required to conduct verification activities to assure that local agency
federal aid projects are implemented in conformance with federal aid requirements.

WSDOT conducts Project Management Reviews (PMR) to assess whether the certified
agency administered the project in accordance with federal aid requirements. A PMR
reviews all phases of a project from environmental, consultant services, design, to
construction. WSDOT and the Division jointly develop the checklists for the PMRs.
The Division includes items identified as part of our risk assessment process and items
listed as stewardship indicators. The PMR review is conducted at a minimum every
three years on the local agency’s project with the most risk associated with it and the
local agency’s certification acceptance is reevaluated.

WSDOT has retained some project level approval actions and conducts various reviews
such as, construction inspections, billing reviews, and work-zone traffic control
reviews. In addition WSDOT conducts documentation and a final inspection on every
local agency federal aid project.

WSDOT submits annually a Stewardship Report that summaries their verification
activities, PMRs, other reviews, and stewardship indicators. The annual Stewardship
Report addresses any findings or issues, as well corrective action plans if needed.

The Washington State Department of Transportation’s Local Agency Guidelines manual
(M 36-63.40 — June 2021), Chapter 53 — Project Closure, states in part:

53.3 Project Reviews

In order to ensure that local agencies are administering FHWA funded projects in
reasonable compliance with FHWA requirements and regulations and the Local
Agency Guidelines manual, WSDOT will perform procedural reviews on federal
funded local agency ad-and-award projects. Projects will be selected from the available
projects awarded to the local agency based upon the assigned risk level documented in
the risk assessments performed at the end of each project by the Region LPE.

These reviews will be:

¢ Project Management Reviews (PMR) performed by HQ Local Programs

— CA Agencies must have a PMR performed every three years. (Meaning the HQ
Local Program will select a qualifying project from the list of awarded federal
projects. The project selection will occur near the beginning of third federal
fiscal year cycle and with the actual review occurring near completion of
construction.)
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— PMRs will be performed in one of two ways, in person file reviews or electronic
file reviews.

—Documentation Reviews are performed by the Region Local Programs Engineer
with the frequencies of the reviews being based upon the risk assessment
performed on each phase of the projects.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-010 The Washington State Department of Transportation did not have
adequate internal controls over and did not comply with
requirements to issue management decisions for audit findings to
subrecipients of the Highway Planning and Construction Cluster.

Assistance Listing Number and Title: 20.205 Highway Planning and Construction

20.205 COVID-19 Highway Planning and
Construction

20.219 Recreational Trails Program
20.224 Federal Lands Access Program
Federal Grantor Name: U.S. Department of Transportation

Federal Award/Contract Number: Too numerous to list. All approved
subaward projects under the Federal
Highway Administration Stewardship and

Oversight Agreement
Pass-through Entity Name: None
Pass-through Award/Contract Number: None
Applicable Compliance Component: Subrecipient Monitoring
Known Questioned Cost Amount: None

Background

The Washington State Department of Transportation, Local Programs Office, administers federal
funding under the Highway Planning and Construction Cluster to local agencies throughout the
state for highway construction projects. The Department spent about $614 million on highway
projects during fiscal year 2022. Of that amount, it passed through about $248 million to local
agencies through subawards.

Federal regulations require the Department to monitor its subrecipients’ activities. This includes
verifying that subrecipients that spend $750,000 or more in federal awards during a fiscal year
obtain a single audit. The audit must be completed and submitted to the Federal Audit
Clearinghouse within 30 calendar days after receiving the auditor’s report(s), or nine months after
the end of the subrecipient’s audit period, whichever is earlier.
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Additionally, for the awards it passes on to subrecipients, the Department must follow up and
ensure its subrecipients take timely and appropriate corrective action on all deficiencies detected
through audits, onsite reviews and other means. Within six months of the Federal Audit
Clearinghouse accepting the audit report, the Department must also issue a management decision
for audit findings related to the federal award it provided to the subrecipient. These requirements
help ensure the Department and its subrecipients use federal award funds for authorized purposes
and within the provisions of contracts or grant agreements.

The Local Programs Office communicates annually with all active subrecipients, informing them
of the requirement to receive a single audit or program-specific audit in accordance with
2 CFR § 200.501, and to ensure that they promptly transmit a copy of the audit report to the
Department. The Local Programs Office also uses a tracking system to identify amounts passed
through to subrecipients; to document audit activity for the subrecipients, including the date(s) on
which audit reports were due and ultimately received by the Department; and to monitor if
subrecipients received single audit findings.

Federal regulations require recipients to establish and follow internal controls to ensure
compliance with program requirements. These controls include understanding grant requirements
and monitoring the effectiveness of established controls.

In prior audits, we reported the Department did not have adequate internal controls over and did
not comply with requirements to ensure subrecipients received required single audits, findings
related to federal program awards were followed up on, and management decisions were issued.
The prior finding numbers were 2021-010, 2020-015 and 2019-017.

Description of Condition

The Department did not have adequate internal controls over and did not comply with requirements
to issue management decisions for audit findings to subrecipients of the Highway Planning and
Construction Cluster.

The Department had five subrecipients that received single audits, which resulted in findings that
the Department was required to issue management decisions for during the audit period. We used
a non-statistical sampling method, and randomly selected and examined four of the five
subrecipients. We examined the Department’s audit notes and records to determine if it had issued
management decisions for these single audit findings. We found the Department did not issue
management decisions for one of the subrecipients (25 percent) that received findings.

We consider this internal control deficiency to be a material weakness, which led to material
noncompliance.
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Cause of Condition

Management did not ensure the Department met the federal requirement to issue management
decisions for single audit findings to subrecipients. While the Department did review single audit
reports filed for its subrecipients and internally communicated about them, the Local Programs
Office did not correctly respond to all findings related to its programs that required management
decisions.

The subrecipient in question reported the noncompliance to the Local Programs Office prior to the
audit finding being issued. Department staff discussed the issue internally and determined the
subrecipient’s corrective actions already taken would have resolved the deficiency. While the
Department appropriately reviewed the subrecipient’s response to the audit finding, it did not
follow up and issue a formal, written management decision to the subrecipient upon receiving the
auditor’s report, as required.

Effect of Condition

Not issuing a management decision when required means the Department did not determine the
effect of noncompliance on the federal program and did not require subrecipients to correct the
identified deficiencies. By failing to ensure subrecipients establish corrective actions and monitor
those corrections for effectiveness, the Department cannot determine whether subrecipients have
materially complied with all federal requirements that pertain to the subaward.

Recommendations

We recommend the Department:

e Review all subrecipient audit reports to determine if there are findings related to federal
programs

e Follow up on and issue management decisions for all subrecipient audit findings related to
the Highway Planning and Construction Cluster

e Ensure subrecipients develop and perform acceptable corrective actions to adequately
address all audit recommendations

Department’s Response

We appreciate the State Auditor’s Office (SAO) audit of the Federal Highway Program. The
Department is committed to ensuring our programs comply with federal regulations related to
subrecipient monitoring.

Our Local Programs Division had a different understanding of the requirement to issue
Management Decision Letters (Decision Letters). We typically issue Decision Letters to all
subrecipients that receive Single Audit findings related to WSDOT federal grant awards. For the
subrecipient in question, the subrecipient had contacted Local Programs upon realizing a
discrepancy in their advertisement practices, which was prior to the issuance of SAO’s audit report
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and finding. WSDOT evaluated their advertisement practice, reviewed and approved the county’s
corrective action plan, and implemented a training plan with the county. Since these activities
preceded the issuance of SAO’s report containing the audit finding, WSDOT elected to forgo a
formal Decision Letter.

We will continue to review all single audits issued for our subrecipient agencies and send Decision
Letters based on SAO’s recommendation.

Auditor’s Remarks

We thank the Department for its cooperation and assistance throughout the audit. We will review
the status of the Department’s corrective action during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), section 516,
Audit findings, establishes reporting requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes the requirements
for auditees to maintain internal controls over federal programs and comply with federal program
requirements.

The American Institute of Certified Public Accountants defines significant deficiencies and
material weaknesses in its Codification of Statements on Auditing Standards, section 935,
Compliance Audits, paragraph 11.

Title 2 CFR Part 200, Uniform Guidance, section 332, Requirements for pass-through entities,
establishes requirements the pass-through entity must follow when issuing subawards to
subrecipients.

Title 2 CFR Part 200, Uniform Guidance, section 339, Remedies for noncompliance, describes
remedial actions that the Federal awarding agency or pass-through entity may take if the non-
federal entity fails to comply with the U.S. Constitution, Federal statutes, regulations or the terms
and conditions of a Federal award.

Title 2 CFR Part 200, Uniform Guidance, section 521, Management decisions, establishes when a
management decision must be issued in relation to audit findings relating to Federal awards.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
State of Washington
July 1, 2021 through June 30, 2022

2022-011 The Washington State Department of Transportation did not have
adequate internal controls over and did not comply with quality
assurance program requirements to ensure materials conformed to
approved plans and specifications, and that only qualified
personnel performed testing for projects funded by the Highway
Planning and Construction Cluster.

Assistance Listing Number and Title: 20.205 Highway Planning and Construction

20.205 COVID-19 Highway Planning and
Construction

20.219 Recreational Trails Program
20.224 Federal Lands Access Program
Federal Grantor Name: U.S. Department of Transportation

Federal Award/Contract Number: Too numerous to list. All approved
subaward projects under the Federal
Highway Administration Stewardship and

Oversight Agreement.

Pass-through Entity Name: None

Pass-through Award/Contract Number: None

Applicable Compliance Component: Special Tests and Provisions: Quality
Assurance Program

Known Questioned Cost Amount: None

Background

The Washington State Department of Transportation administers federal funding under the
Highway Planning and Construction Cluster to local agencies throughout the state for their
highway construction projects. The Department spent about $614 million on highway projects
during fiscal year 2022.

Federal regulations require that the Department have a quality assurance (QA) program, approved
by the Federal Highway Administration (FHWA), for construction projects on the National
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Highway System to ensure that materials and workmanship conform to approved plans and
specifications. Verification sampling must be performed by qualified testing personnel employed
by the Department or its designated agent, excluding the contractor.

The Department’s QA program requirements are outlined in the Construction Manual, which is
approved by the FHWA. This manual documents how materials are tested for acceptance before
being incorporated into construction projects. Materials can be accepted in various ways, such as
sample testing, a visual inspection documented by the Field Note Record or Inspector’s Daily
Report, or a certification of compliance from the manufacturer. If a materials test is required, the
Department must ensure that only qualified people perform the testing, including independent
testers, consultants or certified Department employees.

To ensure that materials incorporated into a project meet approved plans and specifications, the
Department prepares a list of prescribed materials to be used on the project. The Department
uploads this list to a program called the Record of Materials (ROM). The ROM sets forth the
materials and quantities that are expected to b