UNITED STATES DEPARTMENT OF EDUCATION

OFFICE OF SPECIAL EDUCATION AND REHABILITATIVE SERVICES
REHABILITATION SERVICES ADMINISTRATION

COMMISSIONER

September 24, 204

Mike Pemble

Acting Director

Bureau of Services for Blind Persons

Michigan Library and Historical Center, 1st Floor
702 W. Kalamazoo St.

Lansing, MI 48915

Sigrid Adams

Deputy Bureau Director

Michigan Rehabilitation Services, Employment & Training Division
Michigan Department of Labor and Economic Opportunity

320 S. Walnut St., Ste. 1

Lansing, M1 48933

RE: FFY 2022 Maintenance of Effort Waiver Request
Dear Mike Pemble and Sigrid Adams:

This letter is in response to Michigan Bureau of Services for Blind Persons’ (BSBP) request for a
waiver of the maintenance of effort (MOE) requirement under the State Vocational
Rehabilitation Services (VR) program for Federal fiscal year (FFY) 2022. In your letter, dated
August 13, 2024, BSBP requested a waiver of the State of Michigan’s $406,447 FFY 2022 MOE
deficit! under the VR program due, in part, to the non-Federal expenditures incurred in FFY
2020 by BSBP for the one-time costs associated with modernizing your agency’s information
technology (IT) systems and capabilities. For the reasons described below, RSA has determined
BSBP’s request does not satisfy the requirements for a waiver of the MOE requirement at
Section 111(a)(2)(C) of the Rehabilitation Act of 1973 (Rehabilitation Act) and 34 C.F.R. §
361.62(d)(1)(i1); therefore, RSA has determined it necessary to reduce both BSBP’s and the
Michigan Rehabilitation Services’ (MRS) FFY 2025 Federal VR grant award by each agency’s
proportionate share of the State’s MOE deficit amount in accordance with the requirements of 34

!'In a letter dated July 2, 2024, RSA informed BSBP and the Michigan Rehabilitation Services (MRS) of the
State’s FFY 2022 MOE deficit amount and that the agencies’ FFY 2025 VR grant awards would be reduced
by the FFY 2022 MOE deficit amount in accordance with the requirement of Section 111(a)(2)(B) of the
Rehabilitation Act and 34 C.F.R. § 361.62(c)(2), in direct proportion to each agency’s failure to maintain its
effort in FFY 2022 as compared to FFY 2020. MRS did not request a MOE waiver; however, BSBP’s
request asked RSA to consider its request on behalf of both agencies. Because MOE is a requirement that is
satisfied at the State level, not on an individual agency level, RSA considered the MOE waiver request by
BSBP on behalf of BSBP and MRS together.
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C.F.R. § 361.62(c)(2). Specifically, RSA will reduce BSBP’s and MRS’ FFY 2025 Federal VR
grant awards by $184,454 and $221,993, respectively.?

Section 111(a)(2)(C) of the Rehabilitation Act authorizes RSA to grant a waiver or modification
of the MOE requirement if it “is an equitable response to exceptional or uncontrollable
circumstances affecting the State.” Under the VR program regulations at 34 C.F.R. §
361.62(d)(1), the Secretary may grant a waiver or modification of the MOE requirement if it is
necessary to permit the State to respond to exceptional or uncontrollable circumstances that
cause significant unanticipated expenditures or reduction in revenues that result in a general
reduction of programs within the State; or require the State to make substantial expenditures in
the VR program for long-term purposes due to the one-time costs associated with the
construction of a facility for community rehabilitation program (CRP) purposes, the
establishment of a facility for CRP purposes, or the acquisition of equipment. To be eligible for a
MOE waiver, the State must satisfy all relevant criteria set forth at Section 111(a)(2)(C) of the
Rehabilitation Act and 34 C.F.R. § 361.62(d)(1).

In its August 13, 2024, request for a MOE waiver, BSBP explained it incurred one-time non-
Federal costs for the long-term improvement and modernization of its Information Technology
(IT) systems and capabilities in FFY 2020 totaling $326,700. In a follow-up email dated
September 9, 2024, BSBP explained the expenditures were necessary because the BSBP IT
system was more than 20 years old, and the agency had been put on notice that its “Electronic
Case Management System (ECMS) was to be deprecated due to a business venture....” BSBP
used non-Federal expenditures to acquire new software and pay various migration and hosting
fees for the updates and upgrades to the IT system. Of the $326,700 in costs incurred for
updating and upgrading its IT systems and capabilities, BSBP used $245,700 of the FFY 2020
non-Federal funds to engage in a separate contract with a software company to train BSBP staff
to self-support and maintain the IT system. According to information provided by the agency,
BSBP contracted with the company to teach the BSBP staff the nuances of the systems
programming, including coding, form modification, form creation, software framework,
workflow, troubleshooting, debugging, building and deploying system changes, and testing.

As noted above, in pertinent part for the type of waiver requested by BSBP, RSA may waive or
modify the MOE requirement for a State if it determines that such a waiver or modification is
necessary to permit the State to respond to exceptional or uncontrollable circumstances that
require the State to make substantial expenditures in the VR program for long-term purposes due
to the one-time costs associated with the acquisition of equipment? (34 C.F.R. §
361.62(d)(1)(i1)). According to the facts presented by BSBP, the impetus for the IT project in
FFY 2020 was the fact that its IT system was more than 20 years old and needed modernization,
updates, and upgrades. Replacement of software systems is an expected administrative

2 In the July 2, 2024 letter, RSA informed BSBP its proportion of the $406,447 MOE deficit amount was $184,454
and MRS’ proportionate share was $221,993.

3 The definition of “equipment,” applicable to the VR program and all Federal grantees, includes IT systems (2
C.F.R. §200.1).
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function/activity for grantees and, as such, they should plan and budget for projected end of life
expenditures, understanding the limited lifespan of such IT systems. Agencies must periodically
upgrade or replace software whether it is the result of changing requirements, the availability of a
better product, or end of product life. While we understand that BSBP had been caught up in
contract negotiations that failed and, thus, faced an IT system that would be unusable if it were
not updated, this IT system issue is one that many VR agencies have faced in recent years and
resolved it much as BSBP did. Therefore, BSBP’s need to modernize, update, and upgrade its IT
system was not the result of an exceptional or uncontrollable circumstance, which is required for
a MOE waiver by Section 111(a)(2)(C) of the Rehabilitation Act and 34 C.F.R. § 361.62(d)(1)
and, as such, BSBP is not eligible for a MOE waiver for the $326,700 in costs the agency
incurred in FFY 2020 to modernize, update, and upgrade its IT systems and capabilities.

For the foregoing reasons, RSA will reduce BSBP’s FFY 2025 Federal VR grant award
(H126A250100) by $184,454 and MRS’ FFY 2025 Federal VR grant award (H126A250099) by
$221,993, in accordance with the requirement of 34 C.F.R. § 361.62(c)(2). If you have any
questions, please contact David Steele, Fiscal Unit Chief, at 202-245-6358 or
David.Steele@ed.gov.

Sincerely,
Digitally signed by
DANTE DANTE ALLEN
Date: 2024.09.24
ALLEN 11:53:21 -04'00'

Danté Q. Allen
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