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Sharon Miller: 
Happy Thursday, everyone. On behalf of the team here in the Division of Academic and Technical Education, and along with our contractors at RTI International, it is my pleasure to welcome you to this webinar on Verifying and Documenting Maintenance of Effort Baseline Levels under the Reauthorized Perkins V statute. I'm Sharon Lee Miller, Director of the Division of Academic and Technical Education here in the Office of Career, Technical, and Adult Education. I'm joined for this webinar by DATE's resident fiscal expert under Perkins, Andy Johnson. We want to begin the session by providing some background and context on the MOE provisions and baseline setting expectations in Perkins V. We will then walk you slowly through the information and provide next steps that you need to take.

As each of you know, Perkins V, like many other pieces of Federal legislation, contains a Maintenance of Effort, or MOE, provision. MOE is often used by Congress to ensure that Federal funds supplement, rather supplant a State's investment. In this instance, investment in career and technical education. To ensure that the Perkins V funds supplement a State's CTE investment, Perkins V requires each State to annually demonstrate and document that they have maintained its investment of State CTE funds from year to year. 

As a starting point, under the newly reauthorized Perkins V statute, Congress enables States to establish a baseline level for the first fiscal year of the Act, which is FY 2019-- beginning on July 1, 2019. This level will then serve as a basis for the State's MOE computation under Perkins V moving forward. Because the Perkins V statute requires financial consequences if a State fails to meet its MOE, it is imperative that States have accurate and verifiable baseline level for FY 2019. And hence the purpose of this webinar. 

As we review the State's Perkins V Plan that just came in this past April, we noticed inconsistencies with the information contained in those same State's one-year transition plan, submitted one year before. We wanted to make sure that each State understands the MOE provisions and baseline setting expectation of Perkins V, and has the opportunity to do one final review that their FY 2019 MOE baseline is accurate. 

We understand that there are many new State staff on this webinar who may be unfamiliar with their State's MOE under Perkins V. We plan to provide multiple opportunities during this session for you to ask questions. Please take the opportunity to do so. At the same time, I want to note that we will not be delving into deeply the mechanics of how the Department calculates whether a State has met its MOE. We may hold a separate webinar to cover that information if need be. 

With that, I am pleased to turn the session over to Andy Johnson. Andy is an Education Program Specialist in DATE, and he serves as the Perkins Regional Coordinator for the Central Southern Region. That said, as I said in the beginning, Andy is our resident fiscal expert and so I think that most States have probably talked to Andy many times over the past couple months, especially putting in the new plan. With that, I am going to turn it over to Andy.

Andrew Johnson: 
Good morning everybody! Good afternoon everybody! As I was glancing at the chat room where people are from, I know I have people who are coming to us from Hawaii, which means it's pretty early in the morning, to the east coast-- Massachusetts I saw pop up there, and I saw Florida, I'm not sure about Puerto Rico, but I just want to give greetings to everybody. I wish we could all be in a ballroom right now, somewhere in Washington or another part of the U.S., you know, meeting together, seeing each other face to face. We just all got to hope and pray as soon as possible that we'll have a vaccine for COVID-19 and we can all return together to discuss all of these relevant issues that we tackle when implementing the Perkins legislation. And that's my goal.

You know, I'm a Perkins Regional Coordinator, but I'm also the fiscal person for Perkins. I've worked with a lot of you. People I haven't worked with, I look forward to working with you in the future, on relevant and salient issues to implementing Perkins in the fiscal realm. I know at the front-- I just want to say, I know right now, with COVID-19 that there is a lot of States are facing a lot of challenging financial situations in regards to your revenue and your budget and we hear you, we know this is taking place, we're going to work collegially with you in the future to work through these issues as they arrive. 

I basically want to talk to you about the scope of two things I would like to go over during the Q&As today: One, because it's a rare opportunity for me to talk with so many people at the same time and to lay out a message at the same time-- I do a lot of this, as Sharon said, in 1-on-1 phone calls with States, so this is a great opportunity for me to pass along some of this information. The first thing, I want to talk about is the broad parameters of what exactly is Maintenance of Effort-- the provisions of Maintenance of Effort; and the second one as Sharon mentioned, a new provision in Perkins, called the MOE Baseline. So, those are the two key areas in scope. I'm a quick talker! I'll do my best to talk as slowly as possible. And with that, if we could move to the next slide, please. 

Maintenance of Effort is located in Section 211(b)(1)(A) and it lays out the basic parameters of the requirements for basically States using non-federal resources for career and technical education and in sub-section A it talks about the State has an obligation to meet effort on a per-student or an aggregate basis, preparing one year to the next. So, for example, and I put everything in parenthesis because, as I will joke with my fiscal counterpart, we all call fiscal years different things. But for my example below in order to meet effort in State FY 2020 which, I know a lot of States call FY 2021 7/1/20 - 6/30/21 the level of effort in State Fiscal Year 19 would need to be at least equal to or greater than the level of effort in State Fiscal Year 2018. 

Which is the preceding year. Those are the basic core requirements. Next please.

And as I mentioned, there are two ways to calculate effort. There are aggregate expenditures. And what our office, what we consider to be aggregate expenditures are state-level funds that have been appropriated by your legislature that are specifically earmarked for and expended on activities related to career and technical education. And we also consider as part of that, your Administrative Match, which is located in Section 112(b) of Perkins V. Now I have to say for this, my experience is not all States are created equal with regard to maintenance of effort. Every state has a match administrative match-- that's always going to be included in every state's computation. But some States do not have any or very limited categorical funds for career and technical education. Some States operate under a--what we call--a block grant, foundation grant, type of system where the legislation appropriates the money to the colleges and or the school districts and they have discretion in how they utilize those funds. They can spend them on academic ed, bilingual ed, career and technical education, and while there will be funds undoubtedly expended on career and technical education the State really doesn't control the decisions made at the local level, therefore those types of activities we consider local in nature and not to be included in the MOE system.

Then we have States that have multiple levels of categorical funds, where they can be ad-hoc, 
earmarked... they can be new type of activities that are very focused on certain career and technical education activities, or they can be more general in nature, like for career and technical education equipment at community colleges, per-say. Or, but then there are also systems and I know this takes place in some States with Technical College Systems, like the State of Georgia, where they have Technical Colleges where basically money that is appropriated and expended by the Legislature for career and technical education for the Georgia Technical College System, well by definition that is a system promoting career and technical education. That is at its core mission. And so basically a majority or almost all of these funds, an argument could be made, will be used for the computation of career and technical education included. 

And then we also have the per-student expenditures methodology. This is another alternative form to calculate MOE, and I sort of like to advise States when I consult with them 1-on-1 that this is sort of a back-up for you. If, for some reason, from one year to the next, you fail to meet effort on an aggregate basis, there's always the ability to explore the per-student basis. Now, as many of you old timers now and some of you new people do not, we have not really had regulations, detailed regulations, that go along side by side with Perkins since Perkins II. And I would probably argue Perkins II did not specifically address this, so how do we make the per-student calculation work? And that's what I wanted to go over here. The denominator, the way that our office has interpreted the denominator for the computation will be basically the aggregate expenditures that you have methodology. 

Now the numerator, we've allowed for some flexibility here. The key is consistency, that when you're comparing from one year to the next-- some States will use CTE concentrators that you report in your performance data to us. Some States will use CTE participants, some States will use CTE enrollment counts. I would argue as long as they're consistently applied, you're comparing apples to apples, or oranges to oranges, you're ok on that methodology. These all, all these methodologies will be explained in policies which I'll talk about a little later. And then, there is a slight revision as you look at my third bullet point, exclusions to the computation. This is at the request of the State. So, competitive or incentive-based programs, capital expenditures, special one-time project costs, costs of pilot programs and tuition. These, in the past, these were excluded by the definition of the statute. Now the State, if they wish, can include those in the computation if you believe they're going to be long-standing, safe, and reliable methods to compute-- but, if you do not, you can request and place that in your State plan in your policies and procedures and exclude those and they will be excluded from the computation. Next slide please. 

And now I want to go over briefly some general principles, and some of these are a little redundant, and I've talked about already, but the key for Maintenance of Effort it has to be consistently calculated from year to year. Including state-level costs, as I mentioned earlier that meet the definition of career and technical education including the State administrative match.  Of course, anything that you report needs to be maintained with supporting documentation, maintained at the State agency responsible for administering the Perkins. And of course you always want to have good internal control processes to ensure that if you're doing a per-student basis, that the student enrollment data is accurate, especially if it is calculated on the per-student. And the student enrollment counts are not duplicated. 

So, that's my brief, broad overview of the general requirements of MOE and before we go on to discuss Maintenance of Effort baseline I would like to pause here and give the field an opportunity to present any questions to us regarding what I've gone over before we move to the next step. So, I'll pause here.

Sharon Miller: 
Andy, I noticed the only Q&A we have here asking is there any anticipation of relief for States on our MOE share unforeseen during 2020-2021? And we'll let folks know at this point we have gotten that question from a lot of States-- very understandable-- and that we will very shortly be coming out with some information and addressing the Maintenance of Effort waiver 
authority that's in the legislation that provides for relief if there are unforeseen circumstances such as a COVID-19 pandemic. So, we'll be getting that out to you and working with everyone on that shortly. 

And I didn't see anything else in the chat. 

Andrew Johnson: 
I hear a loud dog in the background!

Sharon Miller: 
We also got another question. Will the PowerPoint be available after this session? Yes, Jonathan, and everyone else, we will make that available.  And we'll make sure that everyone knows where it is on the PCRN. We'll get it out to everyone. 

Andrew Johnson: 
Sharon, should I pause for a few more minutes? Of course, anybody in the future, if you don't have a question now but after the session's over and you think of a question, feel free to just shoot me an email at Andrew.Johnson@ed.gov. And I'll be happy to have a discussion with you at any time.

Ok, I guess we'll move on. Cameron, next please. 

Now, the second part of my presentation is a new provision in Perkins, called the State Baseline. It's located in Section 211(b)(1)(D) of the Perkins V law. And, you've got the language here in front of you, I'm just going to focus on the key phrases that I've sort of underlined here it was a provision that basically can take effect in the first full fiscal year following the date of enactment of the legislation. We determine the fiscal effort on an aggregate or per-student basis and then basically it talks in part in I and with regard to the State in the baseline year has the ability to continue using what they used in the previous year before the legislation took effect, or establish a new level of effort, which is not less than 95% of the State's fiscal effort per student. Next slide. 

So, before I go any further here this is why I'm so happy to be able to talk to everybody all at once because when I was reviewing my States and some of the others, I tried to take a look at all the fiscal sections of the State plans, I had a lot of different answers with regard to what this provision meant. And this has given me an opportunity to explain the way that this office has interpreted the provision. Of course, this is something that could only be set once and it will be occurring during the first full year following the enactment of the Perkins law, which for the purposes, we determine to be, State Fiscal Year 2019 most of you as I noted, call this the State Fiscal Year 20, so 7/1/19 - 6/30/20, is the year that you could reduce it. So, it must not be less than 95% of the State's fiscal effort for the preceding State Fiscal Year 2018. So, move on to the next slide, please?

And I wanted to give a simple example as to how this works, because you had an option to do it, you could maintain, but the key was and that's why we really didn't have complete information-- the Transition plan--the State Fiscal Year 18 (7/1/18 - 6/30/19) was the starting point. You had to know what your aggregate expenditures were before you made a decision and this is a simple hypothetical scenario-- we have a State for that year, the year before the baseline year had a million dollars. So, let's say the State decides to reduce effort by 5%. They could now take it down to $950,000. 

Or a State could opt to maintain the same level—which at this point they would stay at $1,000,000. If the State reduces it to $950,000 that becomes sort of what I like to call your "official number." So, you may actually spend more than that, but for the purposes of comparison, in State Fiscal Year 20 (7/1/20 - 6/30/21) you will be evaluated for compliance against your "official number" of $950,000. Not, what your actual your number 18 may have been $1 million you may have spent $1.2 million dollars in Fiscal Year 19 but your official number is $950,000. So, $950,000 in State Fiscal Year 20, if you're at $950,000 or greater you're in compliance, even though in the previous year you spent more than $1 million like $1.2 million. Typically, if you invoke this provision you have two numbers for that year. Your official number, which will not be reported on your financials, but will be maintained in the State plan, and your actual numbers. And key issue to remember as your reducing this you still are required to maintain the administrative match, so if you make whatever amount available for federal funds, up to 5% or less for your state administrative match, you must match on a dollar for dollar basis and for your administration you must also maintain your administrative hold harmless. So, I think where this is really coming into play is in regard to your programmatic dollars for your maintenance of effort. Next slide please. 

Ok, as we're all getting ready in a few months to submit the Consolidated Annual Report which contains your narrative, your performance data, enrollment data, and the financial status reports-- the interim and the final report. Traditionally, most States have submitted administrative match in the non-federal share of outlays in column 6 of this report. Now, per the instructions of the Consolidated Annual Report document, States will be required to report your programmatic expenditures. And you can see on this form where they would be located for the programmatic side and for the administrative side. And the administrative match side will be in the same column and in the same role as where it's traditionally been, and if you have programmatic dollars, for the most part, they're going to be in the funds for local distribution section for non-federal. 

Now, some States may have money that they sort of consider state-level money for leadership, then there's also the possibility that it can be reported in Row L for the subtotal funds for State Leadership. So, this will sort of be a tool for our office to get a handle on where States are at from year to year with regard to maintenance of effort for programmatic and administrative expenditures and basically the ways that our office looks to determine that a State has met compliance is primarily through Perkins monitoring visits to the States as they occur during for the Perkins V legislation. But the primary mechanism is through the single-state audit process. That is the main mechanism, the deep dive where the auditors come in for a selected State Fiscal Year and compare the preceding to the second preceding year, to ensure that you've met compliance with the Perkins legislation. Next slide, please?

Ok. So, as I mentioned earlier, during the State plan review process, the full plan review process, we had to do quite a bit of follow up with some of the States to go back and get some clarification to ensure that the State was either maintaining was going to maintain their level of effort in the July 1, 2019 - June 30, 2020 year, or the State was going to reduce. And, I've been in contact with some of the States as we tried to verify and validate that information, based on any information that I have presented to States today, if there is a need-- if you've decided to maintain but you know wish to go back and revisit that decision and reduce your level of effort, you need to contact our office and go into the system and make the revision. 
But it's very important that you clearly document what your overall expenditures and your aggregate of per-student were for the 7/1/19-6/30/20 time period and if you're reducing it, let us know what your new figure, you new "official number" is for the 7/1/19-6/30/20 year--your baseline year. So, I've been in contact with and I received what I needed you still, as I noted, need to go into your Perkins plan, get with your Perkins Regional Coordinator, and make those revisions to your plan in the narrative section. So, that's all I have. 

I hope this presentation has been helpful for you. I'm now willing to take any calls on Maintenance of Effort baseline.

Sharon Miller: 
We do have a couple of questions. The first one is a follow up, do you anticipate that a waiver will cover more than one year? I am concerned the budget issues will be longer term than one fiscal year. And again, we've heard that from a number of States, anticipating the MOE waivers would accommodate the amount of time that your State had that unforeseen circumstance. So, again, we'll get out some information on that. 

The second one, Andy for you, could you please say more about the difference between "Match" and "MOE"? 

Andrew Johnson: 
Well, ok I'll try to do this... When I speak of "Match" I'm talking about the Administrative Match-- up to 5% of Perkins funds that the State received can be spent on administration. The State has to match on a dollar for dollar basis. Also, as I mentioned before in the slides, in Section 223 of Perkins there's also an "Administrative Hold Harmless" for administration. So, it's like I call it a "mini maintenance of effort" for administration. Most States match on a dollar for dollar basis. $1 million for Perkins, let's say $1 million with non-federal resources. Some States overmatch. Let's say theoretically, a State has $1 million for Perkins one year, $1.1 million for state match-- administrative match. That is a level the State must stay at, regardless so in the next year, if the State is still at a $1 million federal, and they go down to $1 million and they basis, they met the match, but they no longer met the administrative hold harmless. It's a tricky provision in the Perkins legislation that is still around in Perkins V, but it's like a mini-hold-harmless. And really, whatever that match amount is, that amount is included in the overall maintenance of effort. I hope that answers your question.

Sharon Miller: 
Great, so this question just to clarify, using your example, if we actually spent $1 million in FY 2019, can we still claim an MOE of $950,000 for FY 2019? 

Andrew Johnson: 
Yes. If you reduced it, your official number becomes $950,000, but your actual number is $1 million. So, you report your actual number on the financial status report, and in the remarks section in your internal records at your office, you have the provision that this office requested and was approved in your State plan the ability to reduce your effort for that year. That becomes your official. This is only for one year that this will be in effect. 

Sharon Miller: 
The next question is, how and by when would a reset of MOE be done i.e. an amendment to the State plan?

Andrew Johnson: 
So, if the State wishes to go back and make a change to that, that can be done at this time. I would recommend sooner rather than later to make that change. For example, if you decided that you were going to maintain there's really no harm in reducing it-- so, if you wish to reduce it, you just make a request to our office, submit the information through the Portal, and our office would review it and approve it, approve the revisions, and that would be in the official record. And you would have that in your policies and procedures and you could show that as source documentation for auditors. We may have to explain this, to download, this process. That is a distinct possibility. 

Sharon Miller: 
So, this next question is, is the CAR different this year? The fiscal-- the FSR?

Andrew Johnson: 
Well, for the CAR that's due on December 31st, the States are going to be submitting the FY 2018 final report, which is going to be the close-out report for Perkins IV. Then, there's going to be the FY 2019 (7/1/19-6/30/20) or September 30, 2020, interim report and that's going to be your first reporting year for Perkins V. Sharon, I don't-- I'm not sure 100% if the forms are different, if we're using the old Perkins IV forms for the final report for Perkins IV or not. Obviously, for Perkins IV, the close-out, final report, even if the forms are the same, you would not be reporting on special populations recruitment because that did not exist in Perkins IV.

Sharon Miller: 
Great. So, if we did the reset in July 1 or, I'm sorry, if we did the reset in July of 2019 we are not eligible to reset again, correct? The transition counted towards the one-time reset. 

Andrew Johnson: 
Correct. One-time reset from July 2019 to June 30, 2020.

Sharon Miller: 
Right. So, this is a comment, the Single Audit Requirements of the sub-part F requires auditors in organization-wide audits to review major programs. In many States, Perkins is not a major program. And that is accurate. So, and that's why also the monitoring reports and some of the work that we do is also an important determinant of MOE. 

MOE is reported when? In the CAR? That's her question. Is MOE reported in the CAR?

Andrew Johnson: Traditionally under Perkins, Perkins IV and before some States reported programmatic and administrative dollars, but from the perspective of this office, we required only the administrative match. Moving forward, in Perkins V, starting with the interim FSR that's submitted this December 31, there is the expectation that the State will report, and that was on one of my previous slides. That the State will report the administrative dollars and the programmatic dollars. And their state-level money for state leadership-type of activities. But primarily it will be going to local level, so there is an expectation for our office. This will give us a snapshot of where the State is at with regard to the Maintenance of Effort. 

Sharon Miller: Thank you, Andy. For clarification, if we go back and reduce it, meaning the MOE,
say to $950,000 in your example, and then two years later our State is spending $2.1 million, we will need to report $1.2 million, and that becomes the new MOE number for the subsequent year.

Andrew Johnson: 
I would say that answer is correct. The baseline the baseline year of 7/1/19 to 6/3020 you'll have your official number, your baseline reduction, and your actual number. And then, the next year if you're like $950,000 and the next year your go up to $1.2 million, then that $1.2 million will be your baseline-- that is your new baseline moving forward. 

Sharon Miller: 
Great. If we received a waiver to extend FY 2018 do we need to submit anything other than the interim report and so, my understanding is that question is about the waiver that you received under the Tydings amendment and I am going to, Andy do you know how to answer that question, or is that something we need to get back on?

Andrew Johnson: 
I can answer that, Sharon. This is one thing I've been working on internally, obviously if a State this is sort of outside the MOE baseline, but if a State was granted a waiver to extend the tydings for an additional 12 months for the FY 2018 grant, so instead of the obligation period going from 7/1/18 to 9/30/20, it's now going to be 7/1/18 to 9/30/21 the expectations are for this CAR report, you will only be submitting an interim FY 2019 interim financial status report.

And, in the next CAR report you will be submitting two final reports-- FY 18 an FY 2018 final report covering 36-month obligation period and the next year's interim report at that time. We've never had this happen before this is a first time for this. 

Sharon Miller: 
Thank you, Andy. A similar question was asked about are we still closing out FY 2018 even if we got a waiver to continue the FY 2018 funds for one more year to 2021 and I believe that, and I'm hoping that Andy just answered just question.

Andrew Johnson: 
Yeah, I think I did. If the State received a waiver to extend for 12-months and they don't need it, then feel free to let us know and submit the final report on December 31st some States may have requested it, thinking that they need and they realize that they don't need it. You can still submit it then. 

Sharon Miller:
A comment just said States are required to meet a level of coverage in the types of programs that are audited, and if major programs do not add up to that level of coverage then they have to look at other programs that are non-major to make up the difference. And in their State, in Idaho, their auditing body that conducts the Single Audit is beginning to mix in non-major programs on a regular basis and that means that Perkins may land in the mix for being audited by your Single State Auditors as well so that's a good point. 

We did get one question that I didn't answer yet, which is… No, I think we've answered everything so far. 

I will give one more minute for any final questions. 

Andrew Johnson: 
Sharon, can I just add one thing? If anybody is thinking about changing this, or making revisions, or you provided this to me, you need to insert it into your State plan, or if you're making a decision, please feel free to contact me before you even get with your Perkins Regional Coordinator so we can make sure we're on the same sheet of music, so the information you're submitting is accurate and we can approve it right away it may be better to do that on the front-end so we don't have to go back and forth through the system. I'd be happy to look at your submission, make sure everything's covered before you submit it in the plan.

Sharon Miller: 
Hello again. So, I'm not seeing any more questions that are coming into the Q&A box. We're hoping that we've answered everyone's questions. If we missed something that you wanted to ask us about, as Andy said, please feel free to contact him at any time. Andrew.Johnson@ed.gov and he is more than happy to look at documents and just go very methodically through your MOE calculations, what you're planning to do, with you and answer any questions that you may have.We are so delighted that you joined us this afternoon. Andy, thank you so much for your expertise, on behalf of DATE and especially for this session, and we wish everyone a good rest of your day. We will be posting the PowerPoint presentation to the PCRN, it will be under the Town Hall Webinar section and there you can get any other information on our upcoming Town Hall sessions. So, with that thank you all and thank you to RTI International for hosting our session today and for helping us with the technical aspects of the call. So, good afternoon everyone.

Andrew Johnson: 
Take care, everybody.

