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SECTION 1: THE SCOPE OF THE REVIEW 

A. Background 

Section 107 of the Rehabilitation Act of 1973 (Rehabilitation Act), as amended by Title IV of the 
Workforce Innovation and Opportunity Act (WIOA), requires the Commissioner of the 
Rehabilitation Services Administration (RSA) to conduct annual reviews and periodic on-site 
monitoring of programs authorized under Title I of the Rehabilitation Act to determine whether a 
vocational rehabilitation (VR) agency is complying substantially with the provisions of its State 
Plan under Section 101 of the Rehabilitation Act and with the evaluation standards and 
performance indicators established under Section 106 of the Rehabilitation Act subject to the 
performance accountability provisions described in Section 116(b) of WIOA. In addition, the 
Commissioner must assess the degree to which VR agencies are complying with the assurances 
made in the State Plan Supplement for Supported Employment Services under Title VI of the 
Rehabilitation Act. 

Through its monitoring of the State Vocational Rehabilitation Services program (VR program) 
and the State Supported Employment Services program (Supported Employment program) 
administered by the Hawaii Division of Vocational Rehabilitation (DVR) in Federal fiscal year 
(FFY) 2019, RSA—  

• Assessed the performance of the VR and the Supported Employment programs with 
respect to the achievement of quality employment outcomes for individuals with 
disabilities, including those with significant and most significant disabilities;  

• Identified strategies and corrective actions to improve program and fiscal performance 
related to the following focus areas: 

 
o Performance of the State Vocational Rehabilitation Services and State Supported 

Employment Services Programs; 
o Pre-Employment Transition Services for Students with Disabilities; 
o Financial Management of the State Vocational Rehabilitation Services and State 

Supported Employment Services Programs; and 
o Joint Workforce Innovation and Opportunity Act Final Rule Implementation.  
 

In addition, RSA reviewed a sample of individual service records to assess internal controls for 
the accuracy and validity of Case Service Report (RSA-911) data and service records to assess 
measurable skill gains. 

The nature and scope of this review and the process by which RSA carried out its monitoring 
activities, including the conduct of an on-site visit from June 24 through 27, 2019, is described in 
detail in the State Vocational Rehabilitation Services and State Supported Employment Services 
Programs Federal Fiscal Year 2019 Monitoring and Technical Assistance Guide. 

 

https://www2.ed.gov/rschstat/eval/rehab/107-reports/2019/monitoring-and-technical-assistance-guide.pdf
https://www2.ed.gov/rschstat/eval/rehab/107-reports/2019/monitoring-and-technical-assistance-guide.pdf
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B. Review Team Participants 

Members of the RSA review team included Tonya Stellar (Vocational Rehabilitation Program 
Unit); Chris Pope, Rimal Desai, and Vernita Washington (Data Collection and Analysis Unit); 
Samuel Pierre and Caneshia McAllister (Technical Assistance Unit); and Julya Doyle (Fiscal 
Unit). Although not all team members participated in the on-site visit, each contributed to the 
gathering and analysis of information, along with the development of this report. 

C. Acknowledgements 

RSA wishes to express appreciation to the representatives of DVR for the cooperation and 
assistance extended throughout the monitoring process. RSA also appreciates the participation of 
others, such as the State Rehabilitation Council (SRC), the Client Assistance Program, 
advocates, the Hawaii Department of Education, Department of Labor and Industrial Relations’ 
Workforce Development Council (WDC) and Workforce Development Division (WDD), and 
other stakeholders in the monitoring process.  
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SECTION 2: FOCUS AREA – PERFORMANCE OF THE STATE 
VOCATIONAL REHABILITATION SERVICES AND STATE 

SUPPORTED EMPLOYMENT SERVICES PROGRAMS  

A. Purpose 

Through this focus area, RSA assessed the achievement of employment outcomes, including the 
quality of those outcomes, by individuals with disabilities served in the VR program through 
conducting an analysis of VR program data and a review of individual service records. The 
analysis below, along with any accompanying findings and corrective actions, is based on a 
review of the programmatic data contained in Appendix A of this report. The data used in the 
analysis are those collected and reported by the VR agency.  

B. Analysis of the Performance of the VR Program 

VR Agency Profile 

Resources: Appendix A—Tables 1, 2, and 3 

For program year (PY) 2017 (July 1, 2017-June 30, 2018), DVR reported 679 applicants and 601 
individuals determined eligible for the VR program on the RSA-911. The largest number of 
participants served by DVR in PY 2017, was individuals with cognitive disabilities (39.7 
percent), psychological or psychosocial disabilities (23 percent), and other mental impairments 
(8.3 percent). 

Of those individuals with an individualized plan for employment (IPE), 380 participants received 
services, while 75 individuals did not receive any services.  

Of the 1,432 individuals who exited the VR program from various points in the VR process 
during PY 2017, 16.6 percent of individuals whose cases were closed achieved competitive 
integrated employment. Of the 237 individuals who achieved competitive integrated 
employment, none were reported as having achieved supported employment (RSA-113). During 
the same period, DVR achieved an employment rate of 27.3 percent, as reported on the RSA-
911.  

The VR Process 
 
Resources: Appendix A—Tables 1, 2, 4, and 5  
 
As reported on the RSA-113, the total number of applicants declined by 61 percent from 1,699 
individuals in FFY 2016, to 659 individuals in FFY 2018, while the number of eligible 
individuals decreased by 91 percent from 1,938 individuals in FFY 2016 to 168 individuals in 
FFY 2018.  

During PY 2017, 79.4 percent of eligibility determinations were made within 60-days from the 
date of application. In addition, eligibility extensions were reported for four percent of eligibility 
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determinations. As such, 83.4 percent of eligibility determinations were made within the Federal 
standard of 60 days from the date of application. In PY 2017, 70.7 percent of IPEs were 
developed within 90-days from the date of eligibility determination. DVR communicated that an 
August 2019, VR counselor training was scheduled to improve performance and increase the 
percentage of eligibility determinations and IPEs developed within the required time frames. 
DVR requires monthly supervisory review of activity due reports, including timely eligibility 
determinations and IPE development. 

DVR reported an exponential increase in the number of individuals determined eligible for VR 
services and assigned to a closed order of selection (OOS) priority category (i.e., waiting list) 
from one individual in FFY 2017, to 468 individuals in FFY 2018. DVR communicated that the 
closure of all OOS priority categories on October 1, 2017 (due to budgetary constraints),  
contributed to the overall decline in the number of individuals who applied and were determined 
eligible for VR services, as well as the decline in DVR outreach activities and the agency’s 
ability to serve new VR applicants.  

During the same period of time, the percentage of eligible individuals with an IPE who did not 
receive any VR services increased from 23.7 percent in FFY 2016, to 96.4 percent in FFY 2018. 
During the on-site monitoring review, DVR was not able to provide specific reasons for the 
substantial increase in the percentage of individuals who had an IPE and were not in receipt of 
VR services over the period. However, DVR communicated that the decline in the number of 
individuals entering the VR system from FFY 2016 to FFY 2018, had a direct effect on the 
number of individuals served and the number of individuals who achieved employment during 
the period under review.  
 
RSA and DVR discussed the need to analyze the reasons for the substantial decline in the 
number of VR applicants and eligible individuals; develop goals, as well as outreach and timely 
eligibility determination strategies in order to increase the number of individuals who apply and 
are determined eligible for VR services; and develop strategies to engage and retain individuals 
from the time of application to the receipt of VR services in an effort to improve the agency’s 
employment rate. 

Of the 1,432 individuals who exited the VR program in PY 2017, 544 individuals (38 percent) 
exited from various stages of the VR process prior to the development of an IPE. The greatest 
percentage of individuals exited the VR process after eligibility, but prior to a signed IPE (23.7 
percent), and after the development of an IPE and without an employment outcome (44 percent). 
The attrition of eligible individuals with an IPE prior to the achievement of employment may be 
due to the significant increase in the percentage of eligible individuals with an IPE who did not 
receive services, and the decrease in the percentage of individuals with an IPE in receipt of 
services from FFY 2017 to FFY 2018. Of the individuals who exited the VR program in PY 
2017, 35.8 percent were reported as “unable to locate” and 29.5 percent were reported as “all 
other reasons.” 
 
In an effort to decrease attrition from the VR process, DVR communicated that it is reviewing 
the inclusion of a monthly contact activity due reminder in its case management system. 
Although monthly contact is included in DVR’s case review instrument, it is not required in 
policy or enforced by DVR. DVR reported that although it provides information and referral 
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services to individuals on the waiting list, due to the closure of all order of selection priority 
categories and the lack of fiscal and staff resources, many cases were closed from the waiting 
list, if no recent action was reported in PY 2017. During the review, RSA and DVR evaluated the 
reasons individuals exited the VR program, as well as the need to develop retention strategies to 
decrease attrition from the identified stages of the VR process. DVR communicated that it would 
include strategies for reducing attrition and improving retention in its August 2019 staff training 
provided by San Diego State University. 

VR Services 

Resources: Appendix A—Tables 1, 6 and 7  

Of the 3,734 participants who received VR services in PY 2017, 980 participants (26.2 percent) 
received the following postsecondary education training services: graduate degree training (1.6 
percent), bachelor’s degree training (8.3 percent), and junior or community college training (16.3 
percent). During the same period, DVR reported 979 participants (26.2 percent) as recipients of 
occupational or vocational training. During the same period, 29.9 percent of 3,734 participants 
(1,116 participants) were eligible for measurable skill gains.  

The review of performance data highlighted inconsistencies between the amount of training 
provided, and the number of measurable skill gains reported. Although one-quarter of the 
training services provided were in postsecondary education, only 50 participants were reported 
as earning 51 measurable skill gains in PY 2017. Similarly, measurable skill gains were under-
reported for students in PY 2017, as DVR reported 2,197 students with disabilities, and only 
reported 32 secondary diploma and nine postsecondary transcripts/report cards measurable skill 
gains during the same period of time. DVR communicated that the majority of students it served 
received certificates in PY 2017, which are not reportable as measurable skill gains.  

DVR attributed the under-reporting of measurable skill gains to a September 2018 case 
management system change that moved fields for measurable skill gains from the education 
screen to the barriers to employment screen and resulted in reporting issues. During the on-site 
portion of the review, DVR counselors communicated the need to include measurable skill gains 
in the education screen, with the option to load supporting documentation. DVR issued guidance 
on measurable skill gains through its Internal Communication Form (ICF) in March 2019, and 
provided subsequent training to staff related to the tracking and reporting of measurable skill 
gains. DVR acknowledged during the on-site review that additional staff training was necessary. 

Of the career services provided to participants in PY 2017, 2,623 individuals (70.2 percent) 
received vocational guidance and counseling, while 1,782 individuals (47.7 percent) received job 
search assistance, and 1,905 individuals (51 percent) received job placement assistance. DVR 
communicated that it currently includes vocational guidance and counseling on all IPEs; 
however, it previously only reported what it described as substantial vocational guidance and 
counseling on the RSA-911. DVR also shared that it not only purchases job search and 
placement services from community rehabilitation programs (CRP), but also provides these 
services directly by VR counselors and DVR employment specialists. At the time of the review, 
DVR was in the process of transitioning from the purchase of job search and placement services 
to the direct provision of such services by DVR staff.  
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In PY 2017, 213 participants (5.7 percent) received supported employment services; none of the 
youth with most significant disabilities received extended services; and none of the 237 
participants who exited with employment, achieved supported employment. Although DVR 
provides VR services (prior to placement) and supported employment services (after job 
placement) through a milestone contract, it confirmed that no individuals achieved supported 
employment in PY 2017 (as reported to RSA on the RSA-911). DVR funds VR services through 
Title I and supported employment services (e.g., on-going support services and job coaching 
services) through Titles I and VI. At the time of the review, a memorandum of understanding 
(MOU) was under development to increase the collaboration between DVR and the State 
Department of Health’s Developmental Disabilities Division (DDD) in order to more effectively 
coordinate supported employment services for individuals with most significant disabilities and 
extended services for youth with most significant disabilities. DVR is hopeful that the MOU 
between DVR and DDD (once executed), will assist individuals with most significant disabilities 
with achieving supported employment.  

In terms of other services provided to participants in PY 2017, 2,238 individuals (59.9 percent) 
received other services, while 2,146 individuals (57.5 percent) received transportation services 
and 1,434 individuals (38.4 percent) received maintenance services. At the time of the review, 
DVR committed to analyzing the services reported as “other services” and training staff on the 
definitions for and reporting codes assigned to each service purchased and provided directly by 
VR counselors. 

Quality of Employment Outcomes  

Resources: Appendix A—Tables 1, 4, 5, 6, 8, 9, and 10 

In PY 2017 (July 1, 2017-June 30, 2018), 237 individuals exited with competitive integrated 
employment. Of those individuals, none achieved supported employment. During this period, the 
median hourly earnings earned by these individuals was $11.00 per hour and the median hours 
worked per week was 30 hours. Of the individuals who achieved employment, 11.8 percent 
received social security benefits, including SSDI (40 individuals) and SSI for the aged, blind or 
disabled (28 individuals); 53.6 percent maintained medical insurance coverage through Medicaid 
(37.1 percent) and Medicare (16.5 percent). Approximately 28.7 percent of individuals with 
medical coverage at exit received coverage through his or her employer.  

Although 52.4 percent of the training services provided to participants in PY 2017 included 
postsecondary educational training (26.2 percent) and occupational or vocational training (26.2 
percent), the largest number of participants were placed in office and administrative support 
occupations (50 individuals), building and grounds cleaning and maintenance occupations (33 
individuals), and food preparation and serving related occupations (33 individuals). 
 
In PY 2017, the most frequently reported Standard Occupational Classification (SOC) codes 
reported by DVR for participants who achieved competitive integrated employment included 
stock clerks (22 participants), janitors and cleaners (19 participants), and customer service 
representatives (13 participants).  
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Occupations with the highest median hourly earnings in which DVR assisted individuals to 
obtain employment included computer and mathematical occupations ($85.00), business and 
financial operations occupations ($57.70), and architecture and engineering occupations 
($50.00).  

RSA and DVR discussed the need to assess in-demand industries and the necessary preparation 
of individuals for such careers, as well as the development of strategies to increase the number of 
individuals who achieve employment.  

Pre-Employment Transition Services 

Resources: Appendix A—Tables 11 and 12  

Of the 2,197 students with disabilities reported by DVR in PY 2017, 46.8 percent received pre-
employment transition services. DVR communicated its heightened emphasis on the provision of 
pre-employment transition services to all students with disabilities prior to the submission of an 
application or eligibility determination for VR services to ensure the continuation of pre-
employment transition services should a student be assigned to a closed order of selection 
priority category (i.e., waiting list). Over 73 percent of the students with disabilities in receipt of 
pre-employment transition services were applicants, while 26.3 percent were students with 
disabilities who were potentially eligible for VR services in PY 2017. As such, DVR was unable 
to define the reasons for the discrepancy in the 1,169 students with disabilities reported and not 
in receipt of pre-employment transition services. However, some DVR staff reported the need for 
training on how to code and report the provision of pre-employment transition services to 
students with disabilities who are potentially eligible for VR services, as the availability of these 
services was expanded to this population in PY 2017.  

Of the 12,996 pre-employment transition services provided in PY 2017, the greatest percentage 
of services were workplace readiness training (30.3 percent), instruction in self-advocacy (20.4 
percent), and counseling on enrollment opportunities (20.4 percent). The smallest percentage of 
pre-employment transition services provided was work-based learning experiences (8.6 percent) 
during the same period.  

During the on-site review, DVR communicated its commitment to expanding work-based 
learning experiences for students with disabilities. As a result, the agency partnered with the 
Hawaii State Department of Education, local educational agencies, the workforce development 
system, CRPs and employers to develop apprenticeships, internships, summer work experiences 
and on-the-job trainings for students with disabilities. At the time of the review, an agreement 
with the Kapiolani Community College was under development to make pharmaceutical, 
surgical and optometry technician apprenticeships available to high school juniors and seniors 
that offer work experiences and educational credits. RSA and DVR also discussed the Special 
Education-Vocational Rehabilitation (SE-VR) Work-Study Program reviewed during the FFY 
2012 Section 107 monitoring review; the need to update the SE-VR Guidelines (issued August 
2003) to align with the requirements under Section 113 of the Rehabilitation Act and 34 C.F.R.  
§ 361.48(a); and develop a mechanism (agreement or contract) to procure work-based learning 
experiences, should DVR decide to provide pre-employment transition services through the SE-
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VR Work Study Program. Additional technical assistance is further summarized in Section E of 
this focus area. 
 
C. Internal Controls 

The RSA review team assessed performance accountability in relation to the internal control 
requirements in 2 C.F.R. § 200.303. Internal controls mean a process, implemented by a non-
Federal entity, designed to provide reasonable assurances regarding the achievement of 
objectives in the effectiveness and efficiency of operations, reliability of reporting for internal 
and external use, and compliance with applicable laws and regulations. Internal controls are 
established and implemented as a measure of checks and balances to ensure proper expenditures 
of funds. Internal controls serve to safeguard assets and prevent fraud, waste, abuse, and 
mismanagement. They include methods and procedures the grantee uses to manage the day-to-
day operations of grant-supported activities to assure compliance with applicable Federal 
requirements and that performance goals are being achieved.  

Policies and Procedures 

DVR provided RSA with case management processes developed in June 2014, for referral 
(Process 1.0 Referral Module), application (Process 2.0 Application), and eligibility 
determination (Process 3.0 Eligibility). All of the processes included general instructions and 
references to the case management training manual; however, none of the processes included 
timelines for processing applications, eligibility determinations or the development of IPEs, or 
the internal controls (i.e., the checks and balances) to ensure processes were accurately 
implemented. While on-site, DVR communicated that it distributed an ICF in April 2018, that 
required staff to process applications within 14 days from the date of referral (which differed 
from the referral process timeline in the agency’s case review instrument); however, some DVR 
staff reported not being aware of the shortened referral timeline during the on-site review. 
 
DVR staff reported that supervisors are required to conduct a monthly review of 25 service 
records and activity due reports generated from the case management system in order to monitor 
the timely processing of applications, eligibility determinations and IPE development, as well as 
frequency of monthly contact. Specifically, five supervisors use the Case Review Instrument of 
Quality Indicators and Instructions and Guidelines (issued May 4, 2015 and updated April 2017) 
to conduct service record reviews of five open and closed cases, for a total of 25 statewide 
service record reviews every 30 days. Supervisors are required to review the date of application 
(within 30 days from the date of referral), eligibility determination (within 60 days from the date 
of application), IPE development (within 90 days from the date of eligibility determination), 
supporting documentation and VR counselor case notes. DVR reported that it uses supervisory 
review results to inform staff training needs and policies. 
 
For the period under review, DVR communicated that its branch managers had conducted case 
reviews for district offices to which they were not assigned. In addition, DVR reported it had 
contracted with an external entity to conduct case reviews; however, DVR cancelled that contract 
in July 2018, and created an internal quality assurance position in May 2019. The recently hired 
quality assurance specialist will be conducting quarterly case reviews of all VR district offices in 
Oahu, Maui, Hawai’i and Kaua’i counties after the case review instrument is updated to ensure 
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that high quality and timely services are delivered and documented in accordance with applicable 
laws and policies. At the time of the on-site review, case review procedures and a quarterly case 
review instrument were under development.  
 
DVR also provided RSA with a case information sheet for physical case folders (developed FFY 
2019) that outlines how DVR staff are to organize individual service records and “Table of 
Contents” for physical case folders, electronic VR and potentially eligible (PE) case types 
(developed FFY 2019).  

DVR acknowledged, during the on-site portion of the monitoring review, that training VR 
counselors and other staff on required source documentation needed to validate the data reported 
through the RSA-911 is an ongoing process. 

Service Record Review 

The RSA review team randomly selected 20 service records of participants who exited with 
competitive integrated employment or supported employment and 20 service records of 
participants who earned measurable skill gains to verify that the service records contained 
documentation supporting data reported by DVR on the Case Service Report (RSA-911). The 
results of that review are summarized in Appendix B.  

Of the 20 service records of participants who exited with competitive integrated employment or 
supported employment reviewed, none of the service records had all of the required information 
to substantiate the data elements reported on the RSA-911. Specifically, portions of the 20 
service records reviewed did not have documentation to substantiate the date of application (10 
percent); date of eligibility determination (25 percent); date of IPE (25 percent); start date of 
employment in primary occupation at exit or closure (80 percent); hourly wage at exit or closure 
(95 percent); employment status at exit or closure (85 percent); or date of exit or closure (80 
percent).  
 
A lack of supporting documentation was noted for those service records that did not include an 
eligibility determination letter sent to the individual or the eligibility functional limitation 
worksheet and for those service records that were missing IPEs, including IPEs that were not 
signed and dated by the individuals or VR counselor, or included IPEs with signature dates that 
did not match the IPE dates entered into the case management system. Of the service records 
reviewed, 16 did not include a closure letter to substantiate start date of employment, hourly 
wage, employment status or date of exit or closure. One service record included a closure letter 
that stated the case would be closed four months prior to the actual closure date, and three 
service records included a closure letter. Overall, none of the 20 service records reviewed were 
free from any discrepancies. These issues will be further discussed in Section D of this focus 
area.  
 
Of the 20 service records reviewed for participants who earned measurable skill gains, none of 
the service records reviewed included all of the documentation for the data elements reported on 
the RSA-911. Specifically, 25 percent did not include required documentation to substantiate the 
start date of the IPE and 80 percent did not include the required documentation to substantiate 
the date the individual enrolled in an education or training program leading to a recognized 
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postsecondary credential or employment during program participation. Two of the three cases for 
which an educational functioning level was reported did not include the required documentation, 
while 11 of the 12 service records for which a secondary measurable skill gain was reported did 
not include the required documentation (e.g., secondary transcript/report card). Of those service 
records for which a postsecondary measurable skill gain was reported, two of the four cases 
reviewed did not include required documentation (e.g., postsecondary transcript/record card). 
Finally, for those service records for which skills progressions were reported, neither of the two 
cases reviewed included the required supporting documentation.  
 
D. Findings and Corrective Actions 

RSA’s review of the performance of DVR in this focus area resulted in the identification of the 
following findings and the corresponding corrective actions to improve performance. 

2.1 Untimely Eligibility Determination 
 
Issue: Is DVR determining the eligibility of applicants for VR services within the 60-day time 
frame from the date of application. 
 
Requirement: In accordance with Section 102(a)(6) of the Rehabilitation Act and 34 C.F.R.  
§ 361.41(b)(1), eligibility determinations are to be made for individuals who have submitted an 
application for VR services, including applications made through common intake procedures in 
one-stop centers under Section 121 of WIOA, within 60 days, unless there are exceptional and 
unforeseen circumstances beyond the control of the designated State unit (DSU); and the 
individual and DSU agree to a specific extension of time or an exploration of the individual’s 
abilities, capabilities, and capacity to perform in work situations is carried out in accordance with 
34 C.F.R. § 361.42(e). 
 
Analysis: As part of the monitoring process, RSA analyzed the length of time it took for DVR to 
make eligibility determinations for VR applicants. In PY 2017, DVR reported on the RSA-911 
that 79.4 percent of eligibility determinations were made within the 60-day Federal time frame, 
with an additional four percent of determinations in receipt of an eligibility extension. As such, 
16.6 percent of eligibility determinations were not made in a timely manner. 
 
Conclusion: As demonstrated by performance data, DVR did not make eligibility determinations 
within the required 60-day period for PY 2017. As a result of the analysis, RSA determined that 
the agency did not satisfy the eligibility determination requirements in 34 C.F.R. § 361.41(b)(1).  
 
Corrective Actions: RSA requires that DVR—   
 
2.1.1 Comply with Section 102(a)(6) of the Rehabilitation Act and 34 C.F.R. § 361.41(b)(1) by 

making eligibility determinations within the required 60-day period; 
2.1.2 Assess and evaluate VR counselor performance and identify effective practices that 

ensure timely eligibility determinations are made within 60 days from the date of 
application, including the use of case management tools for, and supervisory review of, 
timely eligibility determinations;  
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2.1.3 Develop procedures for VR counselors and supervisors to track and monitor the 
timeliness of eligibility determinations; and 

2.1.4 Provide training to DVR staff related to the agency’s requirement to document the 
applicant’s agreement to an eligibility extension with a signature in accordance with 
DVR’s policy or revise the policy to remove the signature requirement.  

VR Agency Response: DVR understands the recommended corrective action 2.1.1 that RSA is 
requiring. DVR’s current internal controls, as shared during the monitoring process, reflect 
guidance on application and eligibility status for individuals seeking vocational rehabilitation 
services. Once an individual has submitted an application for VR services, DVR requires an 
eligibility determination must be made within 60 days as required by 34 C.F.R. § 361.41(b), 
unless exceptional and unforeseen circumstances beyond the control of the division preclude 
making an eligibility determination within this time frame. If an extension is needed, the division 
and the individual will agree to a specific extension of time; or an exploration of the individual’s 
abilities, capabilities and capacity to perform in work situations is carried out in accordance with 
34 C.F.R. § 361.42(e). These are further clarified in Hawaii Administrative Rules (HAR) section 
17-401.1-4, 17-401.1-7(e) and 17-401.1-7(f). 

DVR continues to focus on improvements with updates to internal controls since the 2019 RSA 
monitoring (Internal Communication Form/ICF Directive: Timelines for Processing 
Applications, Eligibility Determinations and the Individualized Plans for Employment issued 
February 2021), and will complete implementation of these updates to eligibility determination 
procedures by Fall 2021. These procedures will also address extensions which will require 
signatures and comply with DVR’s policy HAR 17-401.1-4. DVR understands the Monitoring 
Report Corrective Action recommendation and upon issuance of the final report with approved 
corrective action plan, will continue to work with RSA to demonstrate DVR’s commitment to 
compliance with Federal and State regulations.  

DVR’s current eligibility determination practices associated with internal controls in place are as 
follows: 

1. The Vocational Rehabilitation Specialist (VRS) counselor generates an activity due 
report at least monthly and uses the information to monitor timeliness and deadlines. 
Some counselors supplement these reports with scheduling on their Outlook calendar, 
following up in advance of the deadlines for compliance per assigned caseload. 

2. The branch supervisors review activity due reports with the VRS staff on a monthly 
basis. At that time, supervisors reinforce the need for compliance with timely eligibility 
determinations, or extensions, as required, and provide guidance and tools as needed to 
ensure state-wide standardization. 

With respect to corrective action 2.1.2,  DVR has a process to assess and evaluate VRS 
counselor performance monthly to ensure timely eligibility determinations. Supervisors generate 
activity due reports from the  Akamai-Aware system on a monthly basis and review these with 
the VRS. VRSs also generate their own activity due reports, at least monthly for advance 
scheduling and to organize their work and ensure compliance. 
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At this time, DVR’s internal controls associated with the eligibility determination process are 
being evaluated along with the current statewide best practices and tools used to ensure 
consistent and sustainable compliance.  
 
DVR will finalize updates to eligibility determination procedures by Fall 2021 to include internal 
controls that reinforce effective practices and ensure state-wide standardization of timely 
eligibility determinations within 60 days from the date of application and proper evaluation and 
implementation of extensions and/or trial work experience (TWE) as needed. DVR will evaluate 
implementation and compliance on a quarterly basis to validate compliance, show further 
improvement, or take corrective action for compliance. Staff accountability and performance 
expectations will be updated to reflect the required compliance with internal controls for 
eligibility timelines and documentation requirements. 
 
DVR is in the process of improving internal controls associated with eligibility procedures to 
address corrective action 2.1.3., and expects to complete this by Fall 2021. These updates are 
being field tested with staff who provide direct services and will be the end users of these  
procedures for service delivery and performance accountability. These updated procedures will 
include extensions which require signatures for compliance with DVR’s policy HAR 17-401.1-4, 
and will ensure state-wide standardization. Updated internal controls will be reviewed with 
management who will oversee the monitoring on implementation of updates, quality, and 
sustained compliance. Staff training will be provided as indicated with recordings and materials 
made available for re-training, and new hires to access to reinforce sustained compliance. 
 
Additionally, DVR’s Staff Services office (SSO) is reviewing process improvements to include a 
Case File Checklist (to help guide staff with sustaining compliance), with expected completion 
by Spring 2021. The intent of this resource is for a VRS to use the checklist to ensure the case 
record meets timeliness and documentation requirements as the individual progresses through 
each status in the VR process. The instructions that accompany the checklist will include 
eligibility timeline requirements to reinforce the completion of the signed and dated Certification 
of Eligibility within the 60-day standard. This checklist will not replace regular monthly case file 
reviews and existing internal controls utilizing the Case Review Monitoring Instrument. It will 
be an additional tool for the VRS to maintain timeliness and documentation requirements and 
mitigate case records having a past due status on Activity Due reports. 
 
The issuance of updates (Internal Control Form (ICF) Directive: Timelines for Processing 
Applications, Eligibility Determinations and the Individualized Plans for Employment) in 
February 2021 represents DVR’s immediate corrective action, while acknowledging this 
monitoring report’s corrective action steps needed will include more detailed plans based on a 
mutually agreed upon timeline after the monitoring report is finalized. 
 
DVR began immediate review of opportunities for process improvements with the updates to 
internal controls associated with ICF: Timelines for Processing Applications, Eligibility 
Determinations and the Individualized Plans for Employment, implemented in February 2021 
that should address corrective action 2.1.4. The Branch managers are currently reviewing the 
existing internal controls for eligibility extension requirements with the staff to ensure state-wide 
compliance with the process and use of current forms that are to be completed as approved with 
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their supervisor. An updated detailed procedure supporting DVR’s existing policy requiring a 
signature, is expected in Fall 2021. In conjunction with these updates, a formal forms review is 
being conducted to update forms as needed consistent with this procedure. 

DVR currently has a contract with San Diego State University (SDSU) to create on-line 
accessible training modules on the Department’s Learning Management System (LMS), 
providing on-demand training for VRSs to complete, and access for re-training as needed. One of 
the training modules is devoted to Eligibility Determination, including the prerequisites for an 
Eligibility Extension and the requirements of the Eligibility Extension Agreement form with the 
essential signature of the individual. It is expected that SDSU will complete training with DVR 
on these resources for VRS counselors by Fall 2021, along with the updated Eligibility 
Determination procedures being published. DVR SSO staff will continue to work with SDSU to 
support statewide training needs on this topic. 

RSA Response: RSA appreciates DVR’s efforts to address the corrective action items. Once the 
corrective action plan is developed, RSA will work with the VR agency to determine if updated 
processes result in meeting Federal requirements and ongoing compliance. The finding and the 
required corrective action items remain unchanged. As discussed during the monitoring review, 
written internal controls are necessary to assess and evaluate the implementation of DVR’s 
policies and processes. RSA will provide necessary technical assistance to support DVR’s 
implementation of revised policies, processes and internal controls. 
 
Agency Request for Technical Assistance: DVR requests technical assistance with the review 
and revision of internal controls, staff training and related documentation for best practices and 
compliance with Federal and State regulations. DVR would appreciate consultation on review 
and development of instruments for conducting State and field level service record reviews, 
review of current instruments to determine if appropriate and effective in meeting service record 
documentation improvements. 

2.2 Internal Controls for Case File Documentation  

Issue: Do DVR’s internal controls ensure that case files adhere to the record of service 
requirements at 34 C.F.R. § 361.47. Specifically, in fulfilling these requirements, do the internal 
controls ensure that DVR adheres to the requirements for processing referrals and applications 
pursuant to 34 C.F.R. § 361.41; determining eligibility pursuant to 34 C.F.R. §§ 361.41(b)(1) and 
361.42; the development of the IPE pursuant to 34 C.F.R. § 361.45; and the requirements for 
closing the record of services of an individual who has achieved an employment outcome 
pursuant to 34 C.F.R. § 361.56. 
 
Requirements: Pursuant to 34 C.F.R. § 361.47(a), VR agencies must maintain for each applicant 
and eligible individual a record of services that includes, to the extent pertinent, documentation 
including, but not limited to, the individual’s application and eligibility determination for VR 
services, the individual’s IPE, and information related to closing the service record of an 
individual who achieves an employment outcome. Furthermore, VR agencies, in consultation 
with the SRC, if the State has such a Council, must determine the type of documentation that the 
VR agency must maintain for each applicant and eligible individual to meet these requirements 
in accordance with 34 C.F.R. § 361.47(b).  
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VR agencies must, in accordance with 34 C.F.R. § 361.41(a), establish and implement standards 
for the prompt and equitable handling of referrals of individuals for VR services, including 
referrals of individuals made through the one-stop service delivery systems under Section 121 of 
WIOA. The standards must include timelines for making good faith efforts to inform these 
individuals of application requirements and to gather information necessary to initiate an 
assessment for determining eligibility and priority for services. Further, once an individual has 
submitted an application for VR services, including applications made through common intake 
procedures in one-stop centers under Section 121 of WIOA, an eligibility determination must be 
made within 60 days from the date of application (34 C.F.R. § 361.41(b)(1)), unless specific 
circumstances prohibit this in accordance with 34 C.F.R. § 361.41(b)(1)(i) and (ii). In fulfilling 
these requirements, the VR agency records the date it receives the application for VR services 
from the individual. Federal regulations in 34 C.F.R. § 361.45 outline the requirements for the 
development of the IPE and 34 C.F.R. § 361.46 outline the mandatory content of the IPE.  
 
Pursuant to 34 C.F.R. § 361.56, the service records for individuals who have achieved an 
employment outcome may only be closed if: an employment outcome described in the 
individual’s IPE in accordance with 34 C.F.R. § 361.46(a)(1) has been achieved and is consistent 
with an individual's unique strengths, resources, priorities, concerns, abilities, capabilities, 
interests, and informed choice; the employment outcome is maintained for an appropriate period 
of time, but not less than 90 days to ensure stability of the employment outcome and the 
individual no longer needs VR services; the outcome is considered to be satisfactory and agreed 
to by the qualified rehabilitation counselor employed by the DSU and the individual who must 
also agree that the individual is performing well in the employment; and the individual has been 
informed of post-employment services through appropriate modes of communication. Under 34 
C.F.R. § 361.47(a)(15), prior to closing a service record, VR agencies must maintain 
documentation verifying that the provisions of 34 C.F.R. § 361.56 have been satisfied. More 
specifically, under 34 C.F.R. § 361.47(a)(9), VR agencies must maintain documentation verifying 
that an individual who obtains employment is compensated at or above minimum wage and that 
the individual’s wage and level of benefits are not less than that customarily paid by the employer 
for the same or similar work performed by individuals without disabilities.  

 
Analysis: While on-site, RSA reviewed 20 service records of participants who exited with 
competitive integrated employment or supported employment, and 20 service records of 
participants who earned measurable skill gains.  
 
Of the service records reviewed for participants who exited with competitive integrated 
employment or supported employment, five records (25 percent) included discrepancies with the 
date of application and 10 percent of the service records reviewed did not include the required 
documentation. In some of these service records, the applicant or the VR counselor did not sign 
or date the application, or the date on the application did not match the date entered into DVR’s 
case management system.  
 
Of the 20 service records, six records (30 percent) had errors related to the date of eligibility 
reported and 25 percent did not include the required documentation for eligibility determination. 
For example, in several service records reviewed, documentation did not exist to confirm that 



 

15 

DVR informed the individual that he or she had been determined eligible for VR services. In the 
14 service records that did not have discrepancies, the records included an eligibility 
certification form signed by the VR counselor.  
 
In recording the start date of VR services under the IPE, DVR reported that it uses the date the 
VR counselor finalizes the IPE in the case management system. As a result, this date often 
differed from the date the VR counselor and/or the eligible individual signed the IPE. 
Specifically, 10 records (50 percent) included dates in the case management system that did not 
match the date that the VR counselor and/or the eligible individual signed the IPE. Some of 
these service records did not include both signatures of the eligible individual and VR counselor. 
Furthermore, 25 percent of the service records reviewed for date of most recent IPE, did not 
include the required documentation. 
 
Of the service records reviewed, discrepancies were noted in the dates reported across the case 
file, in the case management system and on the RSA-911. Specifically, of the records reviewed, 
65 percent did not include a start date of employment, 50 percent did not include an employment 
outcome, 90 percent did not include hourly wage at exit or closure; and 55 percent did not 
include date of exit or closure that matched across what was reported in the case file, case 
management system and on the RSA-911. For the individuals, whose service records were 
closed with an employment outcome, results of the service record review demonstrated that the 
documentation DVR maintained in its service records was insufficient in terms of verifying the 
employment start date, employment outcome, hourly wages at exit, type of exit, employment 
status of the individuals at the time of closure, or date of exit.  
 
For a number of service records reviewed, RSA and DVR staff could not identify supporting 
documentation that DVR verified the hourly wage earned at the time of exit. During the on-site 
review, DVR communicated that it is not a requirement that VR counselors maintain 
documentation verifying that an individual who obtains employment is compensated at or above 
minimum wage, or that the individual’s wage and level of benefits are not less than the 
customary rate paid by the employer for the same or similar work performed by individuals 
without disabilities. It was reported that DVR only requires a case note, not a pay stub or 
documentation of the wage reported. As such, many of the service record case notes were often 
a copy of a previous case note developed when the individual began employment based on the 
eligible individual’s self-report and did not include details of the employment or supporting 
documentation.  
 
RSA and DVR staff observed that the service records reviewed lacked documentation to 
substantiate that VR counselors verified the type and date of exit; that the individual-maintained 
employment for at least 90 days after placement; or that the employment continued to be stable 
at the time of closure, as required in 34 C.F.R. § 361.56(b). Furthermore, the service records 
reviewed lacked documentation as to whether the individual no longer needed VR services; the 
individual and VR counselor considered the employment outcome to be satisfactory; and both 
agreed that the individual is performing well in employment in accordance with 34 C.F.R.  
§ 361.56(c). Due to the lack of supporting documentation, RSA was not able to verify whether 
DVR informed the individual of the availability of post-employment services as required by 34 
C.F.R. § 361.56(d). 
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For the service records of individuals who obtained competitive integrated employment or 
supported employment, 11 out of 20 service records reviewed (55 percent) had discrepancies in 
terms of the date of exit in that the case management system date did not match the date of the 
letter DVR sent to the eligible individual informing him or her that the VR agency was closing 
his or her service record. DVR reported that not all service records are reviewed by DVR 
management staff before the record is closed. 
 
DVR must maintain documentation (either hardcopy or electronic documents) to verify the 
accuracy of reporting Federal requirements, including the individual’s date of application, the 
date VR services began under the IPE, and specific information related to the employment 
outcome. For some of the service records reviewed, DVR did not maintain case files or 
documentation that substantiated reporting requirements were met indicating a need for 
improved internal control procedures. Therefore, without documentation to substantiate that 
DVR’s reported data elements were valid, RSA was unable to verify whether the dates of 
application, eligibility determination, initiation of VR services under an IPE, and employment 
outcomes were accurate.  
 
As further described in Section E of this focus area and Appendix B, the primary issue in the 
review of measurable skill gains was the lack of proper documentation to substantiate the 
measurable skill gains reported for start date of initial VR service on or after IPE; the date 
enrolled (during program participation) in an education or training program leading to a 
recognized postsecondary credential or employment; the date of the most recent measurable skill 
gains in educational functioning level; date of most recent measurable skill gains in secondary 
education; date of most recent measurable skill gains in postsecondary education; date of most 
recent measurable skill gains training milestone; or date of most recent measurable skill gains 
skills progression. The service record review of measurable skill gains also revealed deficiencies 
in all measurable skill gains categories. None of the service records reviewed for participants 
who earned measurable skill gains included information that matched across what was reported 
in the case file, case management system and on the RSA-911. Specifically, seven of the 20 
service records (35 percent) had discrepancies in terms of the start date of initial VR service on 
or after IPE; and 16 of 20 service records reviewed (80 percent) had discrepancies in the date 
enrolled (during program participation) in an education or training program leading to a 
recognized postsecondary credential or employment.  
 
Additionally, DVR did not submit accurate reports as required by 34 C.F.R. § 361.40. The 
agency cited system issues as the reason for discrepancies between the information reported in 
the RSA-911 and what was included in the case file. In March 2019, DVR drafted guidance 
specific to credential attainment and acceptable credential documentation, including a MSG 
Educational Goal Entry Guide and a MSG FAQ that was to be transmitted to staff through ICFs 
and filed in the VR Services Manual, Part 2, Chapter 401.1, Section 401.1-40 Common 
Performance Measures. During the period of review, guidance, policies and procedures specific 
to the reporting of and collection of supporting documentation for measurable skill gains had not 
been implemented. 
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A review of the agencies internal controls policies, procedures, and practices indicated that the 
agency had some draft policies and practices, as well as a case review instrument for supervisors 
to conduct informal field-level service record reviews (updated April 2017); however, DVR 
lacks an overall system of internal controls and case review policies and procedures implemented 
at the State or central office level that would inform quality assurance reviews and the 
identification of staff training needs. In accordance with 2 C.F.R. § 200.303, DVR is required to 
establish and maintain effective internal controls. 
 
Conclusion: As a result of the analysis, RSA determined that DVR’s internal controls did not 
ensure the service record requirements at 34 C.F.R. § 361.47 were met. Specifically, DVR’s 
internal controls did not ensure the following requirements were met: processing referrals and 
applications, pursuant to 34 C.F.R. § 361.41; eligibility determination, pursuant to 34 C.F.R. §§ 
361.41(b)(1) and 361.42; development of the IPE, pursuant to 34 C.F.R. § 361.45; and the 
requirements for closing the record of services of an individual who has achieved an employment 
outcome, pursuant to 34 C.F.R. § 361.56. 
 
Corrective Actions: RSA requires that DVR—   

2.2.1 Develop internal control policies and procedures to ensure that the provisions of 34 
C.F.R. §§ 361.47 and 361.56 have been met and through service record documentation, 
and that the requirements at 34 C.F.R. §§ 361.41, 361.42 361.45 and 361.46 are also met;  

2.2.2 Review and develop instrumentation for conducting both State and field-level service 
record reviews; and 

2.2.3 Develop mechanisms to collect and aggregate the results of these reviews and use the 
results to inform staff training and evaluation.  

VR Agency Response: DVR understands the recommended corrective action 2.2.1 that RSA is 
requiring. DVR is in the process of updating internal controls associated with the referral and 
application procedures that will ensure compliance with timely and equitable handling of 
referrals and applicants for vocational rehabilitation services, with an expected completion date 
of Spring 2021. These updates include timelines for making good faith efforts (using several 
methods accessible to the individual seeking services), to inform these individuals of application 
requirements and to gather information necessary to initiate an assessment for determining 
eligibility and priority for services consistent with DVR policies. DVR’s SSO staff are creating a 
Case File Checklist for VRS counselors to validate each case record meets timeliness and 
documentation requirements as the individual applicant progresses through each status in the VR 
process for service delivery. Internal control updates will be integrated into the procedure that 
assigns specific tasks to staff. This same approach will be applied to make sure that the 
requirements for closing the record of services of individuals who have achieved a competitive 
integrated employment outcome (34 C.F.R. § 361.56) have been met, and have appropriate 
service record documentation reflecting that the employment outcome was achieved, maintained 
and satisfactory, and the individual was informed of the availability of post-employment 
services.  

Supervisors will utilize DVR’s internal control (ICF Directive: 2019-05 BA/Supervisor to 
Review Prior to Closure) and return any case closures for counselors to address instances 
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identified that do not meet the requirements for closing record of services of individuals who 
have achieved an employment outcome (34 C.F.R. § 361.56). 

Case Closure Procedures accompanied with DVR’s case file review checklist have been 
reviewed with implementation of updates scheduled for Spring 2021. This will reinforce state-
wide standardization of the case review instrument. 

Additionally, DVR has updated the internal controls procedure “Performance Indicators Post-
Exit Data Collection and Reporting” which was issued in November 2020 to clarify post-exit 
data requirements for those exited with employment and compliance with RSA PD 19-03. 

DVR began immediate corrective action with the issuance of an ICF Directive: Timelines for 
Processing Applications, Eligibility Determinations and the Individualized Plans for 
Employment, in February 2021. This detailed eligibility determination procedure will also 
support the DVR policy requiring a signature on an eligibility determination extension and will 
be released in conjunction with updated forms, as needed, that are consistent with the 
procedures. 

Currently, DVR counselors generate activity due reports monthly for their caseloads to monitor 
timeliness and deadlines, and some supplement these reports with activity schedules in their 
Outlook calendars. The Branch supervisors also review activity due reports with the staff on a 
monthly basis, to reinforce the need for compliance through timely determinations, extensions, 
or case closures, as required, and also provide guidance, if needed to counselors associated with 
performance expectations. 

Process improvements to DVR’s procedures for timely development of the IPE are being 
developed. The Case Record Instrument (2017) is the current mechanism DVR uses conduct 
reviews to assure that it is in compliance with State and Federal regulations. DVR understands 
that systematic statewide case reviews are a valuable mechanism to identify areas of 
improvement on adherence to policy and procedure, where training is needed, and where policy 
and procedure may need to be reviewed and clarified or rewritten. DVR is working on 
identifying how to accurately and efficiently collect statewide data. Internal controls will be 
designed and implemented to assure effectiveness and efficiency and compliance with applicable 
laws and regulations.  
 
As noted above, DVR’s Case File Document Checklist is being prepared to strengthen 
compliance with policies and procedures, and currently being field tested by supervisors who 
perform case reviews for compliance of timeliness, documentation and requirements for closure 
in both Akamai-Aware and the physical case file. This checklist will be used throughout the 
lifetime of a case and used as a final check at the time of closure. It is expected that this checklist 
will also be finalized in March 2021. This will ensure statewide standardization of the case 
review instruments. 
 
Additionally, supervisors must conduct five case file reviews every month with the Case Review 
Instrument (CRI) issued in 2017. Updates to the CRI packet, including Instructions, questions, 
and a sample report from May 2017, will be released by way of an ICF: Directive to the Branch 
Administrators by March 2021 and reference existing internal controls to be utilized for monthly 
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case reviews. Simultaneously, SSO will solicit feedback from BAs and VRSs to update the CRI 
as necessary to align with existing Federal and State policies. Approved revisions will be 
completed by Summer 2021. 
 
DVR will conduct agency level random case file audits utilizing the CRI on a quarterly basis and 
provide feedback on common deficiencies and areas for improvement to the Branch 
Administrators. These audits will be tracked and recorded for process and quality improvement 
opportunities. Updated procedures and training may be conducted as needed as determined by 
audit results. 

DVR will address necessary process improvements in corrective action 2.2.3 through the 
development of a reporting tool to gather aggregate information on a monthly basis to evaluate 
the results from supervisor and agency level reviews. This will inform future training, evaluation 
and development for staff. DVR will also work with SDSU to conduct the next CSNA due 
before Fall 2021, and updates will be integrated into the State Plan as applicable with the Fall 
2021 CSNA report results. Finally, DVR will conduct Consumer Satisfaction Surveys (CSS) and 
evaluate annual reports for opportunities for process improvements. DVR will integrate 
information from CSS for process improvements during the annual preparation of (and quarterly 
updates to) Branch work plans and Division strategic plans, and address updates to the State 
Unified Plan, as applicable.  

RSA Response: RSA appreciates the detailed progress updates, comprehensive responses, and 
efforts to address the corrective action items that were submitted to RSA by DVR in response to 
this finding and its respective corrective actions. Due to the length of DVR’s response and 
documentation submitted to substantiate progress made by DVR since the on-site portion of the 
review, RSA summarized DVR’s response. Once the corrective action plan is developed, the 
comprehensive responses and detailed progress updates will be used to inform a determination of 
whether the updated processes result in compliance with Federal requirements and ensure 
ongoing compliance and the resolution of this finding and its respective corrective actions. RSA 
will provide the technical assistance requested. The finding and the required corrective action 
items remain unchanged. 
 
Request for Technical Assistance: DVR requests technical assistance with the review and 
revision of internal controls, staff training and related documentation for best practices and 
compliance with Federal and State regulations. DVR would appreciate consultation on review 
and development of instruments for conducting State and field level service record reviews, and 
review of current instruments to identify recommended improvements for effectively meeting 
service record documentation.  

Consultation in the development of mechanisms to collect and aggregate the results of reviews 
and determine necessary staff training and evaluation would also be appreciated as DVR is 
interested in best practices and effective strategies for sustained compliance with federal and 
state regulations. 

As a result of the technical assistance provided by RSA during on-site monitoring on the subject 
of Employment Rate at 2nd and 4th Quarters After Exit, DVR issued an internal control document 
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via Internal Communication Form (ICF) Performance Indicators  Post Exit Data Collection and 
Reporting  on November 1, 2020. The purpose of the ICF is to provide guidance for the 
implementation of Performance Accountability Requirements under Section 116 of the 
Workforce Innovation and Opportunity Act specific to Post-Exit Requirements related to 
Employment Rate – 2nd and 4th Quarter After Exit, Median Earnings in the 2nd Quarter After 
Exit, and Post Employment Credential Attainment. 

Review of this guidance was conducted for Branch Administrators and SSO Staff. Branch 
Administrators have reviewed this ICF with their staff after its issuance in November 2020 and 
continue to monitor PY job retention rates against quarterly UI data.  

Hawaii DVR received Technical Assistance from WINTAC regarding Measurable Skill Gains 
(MSG) performance accountability under WIOA in November 2018. This led to the development 
and issuance of directives on measurable skill gains (MSG), which were completed in November 
2020, providing instructions for documenting MSG, MSG Rate, Credential Attainment (CA), 
and CA Rate achieved by participants on an ongoing basis in DVR’s database, Akamai-Aware. 
The directives also explain the rationale, definition of MSG, MSG Rate, CA and CA Rate, 
including the five types of MSG and the eight types of CA. The procedures for documenting 
MSG and CA were also explained through these updated internal controls, with ongoing training 
to support staff accuracy and review of case records identified through DVR’s internal 
monitoring as needing edits. 

E. Technical Assistance 
 
In the course of conducting monitoring activities, RSA provided technical assistance to DVR as 
described below. 
 
Trial Work Experience 
 
In PY 2017, DVR reported 21 individuals with disabilities (1.5 percent) exited the VR program 
as disability too significant to benefit from services and 21 individuals (1.5 percent) exited as an 
applicant after being determined ineligible; however, no individuals exited the VR program 
during or after receiving a trial work experience. Although the trial work policy in the agency’s 
VR Services Manual (Section 401.107.6 through 7.9) appears to be aligned with the statutory 
and regulatory provisions in Section 7(2) of the Rehabilitation Act and 34 C.F.R. § 361.42(e), 
respectively, DVR staff may need training on the implementation of trial work requirements to 
ensure practice aligns with the Federal requirements and DVR’s policies.  
 
RSA provided technical assistance on trial work requirements and clarified that prior to DVR 
determining that an individual with a disability is unable to benefit from VR services in terms of 
an employment outcome because of the severity of that individual's disability, DVR must 
provide trial work experiences to conduct an exploration of the individual's abilities, capabilities, 
and capacity to perform in realistic work situations and fulfill other requirements related to trial 
work experiences at 34 C.F.R. § 361.42(e)(1).  
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Definition of an Individual with a Significant Disability 

The definition of an “individual with a significant disability” must align with the statutory 
(Section 7(21)(A)) and regulatory (34 C.F.R. § 361.5(c)(30)) definitions. At the time of the 
review, the definition of an “individual with a significant disability” in DVR’s policy included a 
specific number of services and duration of time which did not align with the definition of an 
“individual with a significant disability” reported in the PYs 2016 and 2018 State Plans. 
Specifically, DVR’s policy in its VR Services Manual (Section 401.1-5.8 OOS (E)(2)(b)(1)-(3)) 
defined an “individual with a significant disability” as an individual with one or more functional 
limitations, in need of multiple services (two or more services), over an extended period of time 
(six months).  

Technical assistance was provided for DVR to align the definition of an “individual with a 
significant disability” in the VR Services Manual and PYs 2016 and 2018 State Plans with the 
regulatory definition in 34 C.F.R. § 361.5(c)(30). 
 
Internal Controls 

RSA reviewed 2 C.F.R. § 200.303 outlining the requirements DVR must follow regarding 
internal controls as a non-Federal entity receiving Federal funds.  

RSA discussed how enhanced internal controls would assist DVR to ensure the accuracy and 
validity of the data being collected and reported to RSA. RSA clarified that data from the RSA-
911 are used to create performance indicators for the VR program reported to governors, 
Congress, and the public to ensure that the VR program is functioning at a level that meets 
expectations. The RSA-911 is also a tool used for fiscal reporting.  

RSA reiterated that it is imperative that a system of internal controls be implemented as a 
measure of checks and balances to ensure proper expenditure of funds. Internal controls serve as 
a mechanism to prevent waste, fraud, abuse, and mismanagement of funds and other resources. 
In addition, RSA recommended that DVR implement controls to ensure data reasonableness and 
verify that the wage an individual earns is consistent with the occupation in which the individual 
is employed. Furthermore, RSA recommended that DVR review its data at a macro-level prior to 
submission in order to assess potential coding errors or trends that would not be caught by 
individual record edit checks.  

Finally, RSA suggested that DVR implement service record reviews conducted by central office 
staff beyond those informal service record reviews conducted by DVR field office staff, as part 
of its internal control procedures. These reviews would serve as a mechanism to ensure that staff 
are adequately trained and following DVR procedures. Systematic Statewide case reviews would 
also serve as a mechanism for DVR to identify deficiencies in practice, as well as policies and 
procedures that may need to be developed or improved upon.  
 
Measurable Skill Gains 
 
RSA and DVR discussed the need for training on the reporting and documentation of measurable 
skill gains and planning for credential attainment. The team recommended DVR develop internal 
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controls to actively collect, report, and measure measurable skill gains. RSA and DVR also 
reviewed and discussed RSA technical assistance circulars TAC-17-01 and TAC-19-01 to clarify 
the requirements for reporting measurable skill gains.  
 
Employment Rate at 2nd and 4th Quarters after Exit 
 
RSA provided technical assistance specific to tracking and reporting the employment rate at 
second and fourth quarters after exit and DVR’s policies and procedures for reporting the 
employment rate at second and fourth quarters after exit. During the second quarter of PY 2018, 
no individuals were reported as employed second and fourth quarters after exit.  
 
RSA and DVR discussed DVR’s policies and procedures related to employment rate at second 
and fourth quarters after exit and the requirement that VR agency policy must align with the 
requirements for the employment rate at second and fourth quarters after exit to match the 
employment goal on the IPE in accordance with RSA-PD-16-04. Specifically, wages from the 
employment outcome must be consistent with the employment goal on an individual’s IPE at 
time of exit (RSA-911 data elements 385, 388, 391).  
 
Data Reporting  
 
RSA provided technical assistance related to the reporting of data, including— 
 

• How data is aggregated in quarterly dashboards and a discussion of key data points with 
VR counselors and management; 

• The coding and reporting of services provided in-house (through internal personnel 
activity reports (PARs)) and purchased (authorizations) and an on-site discussion with the 
case management vendor staff; 

• WIOA performance indicators and how data reported reflects agency performance; 
• Unemployment insurance (UI record match) on wages and how to document and report 

wages; 
• The importance of maintaining appropriate supporting documentation; 
• RSA-911 submission;  
• Targeted case reviews to ensure accurate data reporting and understanding of the 

performance measures; and  
• The use of case review results to inform and develop Statewide training for DVR staff on 

reporting and supporting documentation requirements. 
 
Written Policies and Procedures 
 
RSA clarified that DVR policies must be revised to align with all Federal requirements in the 
Rehabilitation Act, as amended by Title IV of WIOA, and 34 C.F.R. parts 361, 363 and 397. In 
addition, RSA clarified that DVR must develop written processes specific to service record 
closure requirements, including when a closure letter is to be issued to the client, in order to 
ensure consistency across the State, and internal controls to ensure that case closure requirements 
are adhered to by DVR staff.  
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Written Policies Governing the Timely Development of the IPE  
 
During the period of review (FFYs 2016 through 2018), the 90-day statutory time frame 
requirement was not included in the VR Services Manual, Chapter 401.1, Section 401.1-10(A), 
Development of the IPE. Specifically, DVR policy states, “the division shall ensure that an 
individualized plan for employment (IPE) meeting the requirements of this Section and Section 
401.1-11 is developed and implemented in a timely manner for each individual determined to be 
eligible for VR services…” Similarly, DVR policy in Section 401.1-10.8(F) states, “the division 
must establish and implement standards for the prompt development of IPEs for the individuals 
identified under subsection (A), including timelines that take into consideration the needs of the 
individuals.” However, standards for the prompt development of IPEs have not been established 
that align with the requirements in 34 C.F.R. § 361.45(e).  
 
At the time of the monitoring review, DVR had not revised its policy to align with the statutory 
requirement that an IPE be developed as soon as possible, but no later than 90 days after the date 
of eligibility determination, unless the State unit and the eligible individual agree to the 
extension of that deadline to a specific date by which the IPE must be completed pursuant to 34 
C.F.R. § 361.45(a)(1) and within the required 90-day period pursuant to Section 102(b)(3)(F) of 
the Rehabilitation Act and 34 C.F.R. § 361.45(e), nor did it develop written policies or 
procedures in accordance with 34 C.F.R. §§  361.45(e) and 361.50. 
 
RSA clarified that the VR services portion of the Unified or Combined State plan must assure 
that an IPE meeting the requirements of this Section and 34 C.F.R. § 361.46 is developed and 
implemented in a timely manner for each individual determined to be eligible for VR services or, 
if the DSU is operating under an order of selection pursuant to 34 C.F.R. § 361.36, for each 
eligible individual to whom the State unit is able to provide services; and that services will be 
provided in accordance with the provisions of the IPE. RSA further clarified that in accordance 
with 34 C.F.R. § 361.45(e), the IPE must be developed as soon as possible, but not later than 90 
days after the date of eligibility determination, unless the State unit and the eligible individual 
agree to an extension of that deadline to a specific date by which the IPE must be completed. 
DVR was asked to revise its IPE-related policies to include the 90-day statutory time frame from 
date of eligibility determination to ensure that IPEs are developed within the required time frame 
and comply with Section 102(b)(3)(F) of the Rehabilitation Act and 34 C.F.R. § 361.45(a)(1) and 
(e).  
 
During the on-site visit, DVR communicated that its VR policy manual is currently moving 
through the promulgation of rules process. RSA provided the following technical assistance to 
DVR regarding its policies in Sections— 
 

• 401.1-2.11 Integrated Setting must be updated and aligned with 34 C.F.R.  
§ 361.5(c)(32)(ii)(B); 

• 401.1-2.15 Pre-Employment Transition Services needs to include required and authorized 
activities (34 C.F.R. § 361.5(c) (42)); 

• 401.1-2.16 LL Supported Employment (4): Transitional employment should be removed 
from DVR’s policies as WIOA amendments to the Rehabilitation Act removed it from 
the statutory provisions; 
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• 401.1-2.17 Transitional Employment should be removed from DVR’s definition of 
“supported employment,” as it was removed from the definition of “supported 
employment” (34 C.F.R. § 361.5(c) (53)) as a result of WIOA amendments; 

• 401.1-7.6 Trial Work Experiences E. (34 C.F.R. § 361.42(e)) needs to be remove 
“extended evaluation” from DVR policies, as it was removed from the regulations;  

• 401.1-7.10 (G)(4) Eligibility for Supported Employment Services needs to be revised, as 
supported employment services may be provided for up to 24 months (34 C.F.R.  
§ 361.5(c) (54)) to individuals with most significant disabilities; and youth with most 
significant disabilities may receive extended services from DVR for up to four years, or 
until the youth with a most significant disability reaches the age of 25, whichever comes 
first; 

• 401.1-29.3 Transition Services: Special Education-Work Study Program makes transition 
services available to students enrolled in high school through school and community-
based work experiences. DVR will need to update its policies and SE-VR Work Study  
Guidelines (April 2003) to align with the Federal requirements in Section 113 of the 
Rehabilitation Act and 34 C.F.R. § 361.48(a), if DVR decides to use its joint program to 
provide pre-employment transition services to students with disabilities who are 
potentially eligible and eligible for VR services; and  

• 401.1-31.4 SE Services 1(d) Eligibility for Supported Employment Services: The current 
policy states that an individual may be provided with intensive SES or extended services 
for a period of time not to exceed 24 months. DVR must revise its policy to clarify that 
supported employment services are available to individuals with most significant 
disabilities for a period of 24 months, and extended services are only available to youth 
with most significant disabilities for 48 months, or until a youth reaches the age of 25, 
whichever comes first. 
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SECTION 3: FOCUS AREA –PRE-EMPLOYMENT TRANSITION 
SERVICES FOR STUDENTS WITH DISABILITIES 

A. Purpose 

The Rehabilitation Act, as amended by Title IV of WIOA, places heightened emphasis on the 
provision of services, including pre-employment transition services under Section 113, to 
students with disabilities to ensure they have meaningful opportunities to receive training and 
other VR services necessary to achieve employment outcomes in competitive integrated 
employment. Pre-employment transition services are designed to help students with disabilities 
to begin to identify career interests that will be explored further through additional vocational 
rehabilitation services, such as transition services. Through this focus area the RSA review team 
assessed the VR agency’s performance and technical assistance needs related to the provision of 
pre-employment transition services to students with disabilities. 

B. Implementation of Pre-Employment Transition Services 

The VR agency must consider various requirements in providing or arranging for the provision 
of pre-employment transition services for students with disabilities under Section 113 of the 
Rehabilitation Act and 34 C.F.R. § 361.48(a). Students with disabilities may receive pre-
employment transition services as either potentially eligible or eligible individuals for the VR 
program. A discussion of DVR service delivery system and implementation of pre-employment 
transition services follows. 

Structure of Service Delivery 

DVR provides a continuum of VR services through 58 VR counselors assigned to each public 
and charter secondary school on Oahu, Hawaii, Kauai, and in Maui County (Maui, Molokai and 
Lanai). Of those, eight VR counselors are assigned to the Oahu branch transition section and 
carry transition-specific caseloads for students with disabilities between the ages of 14 through 
18 years of age, including those students with individualized education programs (IEPs) or 504 
plans, who are working toward a certificate of completion or high school diploma. VR 
counselors who serve all individuals with disabilities are also assigned to serve students with 
disabilities on the islands of Hawaii, Kauai, Maui, Molokai and Lanai. The Oahu branch, Deaf 
Services section and the Services for the Blind branch (Ho’opono) also have VR counselors 
assigned to schools to serve students who are deaf, visually impaired, blind or deaf-blind. 
Students with disabilities between the ages of 14 through 21 years of age may self-refer or be 
referred to DVR by school personnel in local educational agencies (LEAs), State teachers for 
persons who are visually impaired, family members, guardians or other interested persons 
through an electronic or paper referral form, or phone call.  

VR counselors schedule an initial meeting to meet students with disabilities and their families 
within 14 days from the receipt of the referral and review the scope of services available through 
DVR, including pre-employment transition services. For those students with disabilities who are 
potentially eligible for VR services and interested in pre-employment transition services, the VR 
counselor, student and parent/guardian, if applicable, complete and sign a pre-employment 
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transition services student information form. A pre-employment transition services agreement is 
completed and signed by the student, parent/guardian and VR counselor within 30 days of the 
receipt of required documentation of disability and educational program enrollment.  

VR counselors provide and arrange for the provision of all five required activities under pre-
employment transition services on an individual basis and to groups of students with disabilities 
who are potentially eligible and eligible for VR services in various mutually agreed upon 
settings, including high schools, VR offices and community locations. DVR implemented an 
order of selection in October 2017, and closed all priority categories due to limited fiscal 
resources. To ensure the continuation of pre-employment transition services to students with 
disabilities, DVR requires the provision of pre-employment transition services prior to eligibility 
determination and the assignment to a closed priority category (i.e., waiting list for services).  

Pre-employment transition services, individualized transition services, and other VR services are 
also provided to students with disabilities determined eligible for VR services under an IPE.  

Outreach and Planning for the Delivery of Pre-Employment Transition Services 

VR counselors conduct outreach to those students with disabilities identified by LEAs as needing 
VR services, including pre-employment transition services, through participation in transition 
planning and IEP meetings (with parental consent), orientations, back to school nights and high 
school career fairs. VR counselors provide information to students and their families regarding 
the referral, application and eligibility processes, order of selection, and scope of services 
available through the VR program.  

At the time of the on-site visit, DVR’s most recent triennial comprehensive statewide needs 
assessment (CSNA) report was completed in FFY 2018 and covered FFYs 2015 through 2017. 
The next CSNA is due to cover FFYs 2018 through 2020, and the summary report will be issued 
in FFY 2021. The next CSNA must include an assessment of needs for individuals with 
disabilities in the State of Hawaii, including the need for pre-employment transition services by 
students with disabilities, and transition services by students and youth with disabilities. DVR 
may include the CSNA projections in its fiscal forecasting model used to determine the number 
of students in need of required activities; the cost to provide or arrange for required activities; the 
cost to engage in pre-employment transition coordination activities; and the funds available and 
remaining to engage in authorized activities in subsequent years. At the time of the on-site visit, 
DVR reported it was focused on ensuring the Statewide availability of required activities under 
pre-employment transition services and had not begun to engage in the nine authorized activities 
under pre-employment transition services. 

State Educational Agency (SEA) Agreement  

The SEA agreement between DVR and the Hawaii State Department of Education in effect 
during the period under review (FFYs 2016 through 2018) was executed on May 5, 2014, in 
response to the FFY 2012 Section 107 monitoring review. This agreement did not address the 
statutory or regulatory requirements in Section 101(a)(11)(D) of the Rehabilitation Act, as 
amended by Title IV of WIOA, or 34 C.F.R. § 361.22(b), respectively. This SEA agreement 
remained valid until replaced by a new SEA agreement signed on June 18, 2019.  
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The recently executed SEA agreement (June 2019) does not include all of the statutory and 
regulatory requirements pursuant to the WIOA amendments to Title IV of the Rehabilitation Act. 
DVR also developed an implementation guidelines document for the provision of transition 
services and pre-employment transition services that includes some of the required SEA 
agreement components. RSA provided technical assistance to DVR specific to the inclusion of 
required components in the recently executed SEA agreement to address the Federal 
requirements further described in Sections C and D of this focus area. 

Provision of Pre-Employment Transition Services  

DVR uses five mechanisms through which pre-employment transition services are provided 
statewide to all students with disabilities between the ages of 14 through 21 (until a student’s 
twenty-second birthday) who are potentially eligible and eligible for VR services, including the 
direct provision of services by VR counselors; service contracts with State/local public entities, 
including the Special Education-VR Work Study Program (SE-VR Work Study Program) and 
summer work experiences with the Workforce Development Division; and two Project SEARCH 
contracts and workplace readiness training or work adjustment training agreements with CRPs 
and employers. DVR reported expanding service delivery to students with disabilities who are 
potentially eligible for VR services in PY 2017.  

While the majority of VR counselors provide three of the five required activities, including job 
exploration counseling, counseling on opportunities for enrollment in comprehensive transition 
and postsecondary educational programs at institutions of higher education, and instruction in 
self-advocacy, VR counselors who serve students who are blind or visually impaired at DVR’s 
Ho’opono branch provide all five required activities. DVR staff are required to complete an 
internal PAR for time spent directly providing each of the five required activities and four pre-
employment transition coordination activities, including travel time to and from the location 
where the direct services were provided. Supervisors and the DVR finance/program specialist are 
responsible for verifying that the PARS and case management reporting are accurate and 
complete.  

DVR and the Hawaii State Department of Education entered into a MOU in 1974 to jointly 
administer and fund a transition program – the SE-VR Work Study Program – for students with 
disabilities transitioning from school to work. The SE-VR Work Study Program is a workplace 
readiness training and work-based learning experience designed to deliver three inter-related 
components, including classroom, in-school work, and community work experiences, to eligible 
students with disabilities who also have IEPs and IPEs. This program is currently offered in all 
seven geographic areas and in 44 of the 46 high schools across the State. While students 
attending the two high schools not participating in the SE-VR Work-Study Program are not 
permitted to take advantage of that program at another school, DVR does offer necessary work 
experiences and work adjustment services for those students pursuant to their IPE, as part of the 
regular VR program. DVR funds stipends, equipment, and miscellaneous supports (e.g., tools 
and supplies) for work experiences with a budget of $300 per student per year. During the FFY 
2018-2019 school year, DVR transferred $255,960 to the Hawaii State Department of Education 
for the SE-VR Work Study Program. The SE-VR Work Study Program and program-specific 
technical assistance is further described in Sections C and D of this focus area, and Section C of 
the Financial Management section. 
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Summer work experiences on Oahu, Hawai’i and Maui, including Lanai and Molokai, are 
arranged for high school students and youth with disabilities (ages 14-24) by VR counselors in 
collaboration with the Department of Labor and Industrial Relations’ WDD through the Summer 
Youth Employment Program (SYEP). This program consists of six- to eight-week summer work 
experiences or on-the-job trainings for the purpose of increasing the opportunities for students to 
engage in work experiences and explore interests and possible careers. Students in these summer 
work experiences earn between $10.00 to $11.00 per hour for up to 30 hours per week. Student 
wages are paid by employers, WDD and DVR through a CRP. During FFY 2019, the focus of 
these programs changed from job exploration counseling, workplace readiness training and 
instruction in self-advocacy to work-based learning experiences. Six-week on-the-job trainings 
are also available to students and youth with disabilities living on Kauai through opportunities 
developed by VR counselors and employers. These students and youth with disabilities may 
work up to 30 hours per week and earn $11.00 per hour.  

DVR also provides VR services (e.g., job coaching services through worksite skill trainers) in 
coordination with two LEAs and CRPs at two Project SEARCH sites. The first site at the Rehab 
Hospital of the Pacific was developed in collaboration with DVR, the Hawaii Department of 
Health (DOH), Abilities Unlimited and Kalani High School. The second site was added during 
the 2018-2019 school year at Outrigger Hotels Hawaii - Waikiki in collaboration with DVR, 
DOH, Abilities Unlimited, and Roosevelt High School. DVR is in discussions to develop an 
additional Project SEARCH site with Kaiser Permanente and Central High School. At the time 
of the on-site review, DVR was not providing pre-employment transition services through its 
Project SEARCH contracts, rather it was funding job coaching and support services for Project 
SEARCH participants, adaptations and reasonable job accommodations, and background checks 
for Outrigger employees, DOE instructors, and Abilities Unlimited skill trainers. The Project 
SEARCH licensing agreement was funded by Mitsubishi Corporation for the first two years 
(2017 to 2019). RSA provided technical assistance to DVR regarding the nature and scope of 
services funded by DVR, as well as the Project SEARCH activities that may align with required 
activities under pre-employment transition services. Technical assistance provided is further 
discussed in Section D of this focus area. 

At the time of the on-site review, six DVR service provider contracts with CRPs were 
implemented for the provision of vocational work adjustment training (i.e., workplace readiness 
training) and work-based learning experiences to students with disabilities. DVR reported 
coordinating programming with CRPs to increase opportunities for workplace readiness training, 
and JUMP Start with 17 public high schools and a CRP to provide work experiences, including 
Federal, State and local work experience opportunities, to students with disabilities. Summer 
youth programming for students who are blind or visually impaired is also coordinated by VR 
counselors in the Ho’opono branch in partnership with employers and CRPs. This programming 
includes instruction in self advocacy and work experience opportunities paid at minimum wage.  

During the review, DVR communicated that it was not engaged in any third-party cooperative 
agreements, interagency transfers, or establishment projects for the provision of VR services, 
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including pre-employment transition services and transition services, during the period under 
review.  

C. Findings and Corrective Actions 

RSA’s review of DVR’s performance in this focus area resulted in the identification of the 
following findings and the corresponding corrective actions to improve performance. 

3.1 State Educational Agency (SEA) Agreement with the Hawaii Department of Education 

Issue: Does DVR have an executed SEA agreement during the period of review that complies 
with the statutory requirements in the Rehabilitation Act, as amended by Title IV of WIOA.  

Requirement: In accordance with Section 101(a)(11)(D) of the Rehabilitation Act, as amended 
by Title IV of WIOA, and 34 C.F.R. § 361.22(b), VR agencies are required to enter into formal 
interagency agreements with SEAs in order to facilitate the seamless transition of students with 
disabilities from the receipt of educational services, including pre-employment transition 
services, in school to the receipt of vocational rehabilitation services. 

Pursuant to Section 101(a)(11)(D) of the Rehabilitation Act, as amended by Title IV of WIOA, 
the formal interagency agreement must describe, at a minimum, consultation and technical 
assistance to assist educational agencies in planning for the transition of students with disabilities 
from school to post-school activities, including pre-employment transition services and other VR 
services; transition planning by State VR agency and school personnel that facilitates the 
development and implementation of IEPs under Section 614(d) of IDEA; the roles and 
responsibilities, including financial responsibilities of each agency; and procedures for outreach 
to and identification of students with disabilities who need transition services. In addition, 34 
C.F.R. § 361.22(b) of the VR program regulations require that the formal interagency agreement 
include coordination necessary to satisfy documentation requirements set forth in Section 511 of 
the Rehabilitation Act and 34 C.F.R. part 397, with regard to students and youth with disabilities 
who are seeking subminimum wage employment and an assurance that neither the SEA nor the 
LEA will enter into an agreement with an employer holding a Section 14(c) certificate under the 
Fair Labor Standards Act (FLSA) for the purpose of operating a program in which students or 
youth with disabilities are paid subminimum wage.  

Analysis: DVR’s formal interagency agreement with the Hawaii State Department of Education 
was executed on May 5, 2014, and remained in effect during the period of review (FFYs 2016 
through 2018), until it was replaced by a new agreement on June 18, 2019. As such, the formal 
interagency agreement in effect during the period of review was not in compliance with the 
minimum requirements of a formal interagency agreement with a SEA pursuant to Section 
101(a)(11)(D) of the Rehabilitation Act, as amended by Title IV of WIOA (effective July 22, 
2014), and 34 C.F.R. § 361.22(b) (effective September 19, 2016).  

The SEA agreement with the Hawaii State Department of Education executed on June 18, 2019, 
did not include all of the statutory requirements for a formal interagency agreement, rather, 
formal interagency agreement requirements were addressed in a separate “implementation 
guidelines” procedural document executed on June 21, 2019. During the on-site review, RSA 
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provided technical assistance on the requirements for formal interagency agreements further 
summarized in Section D of this focus area. 

Conclusion: During the period of review (FFYs 2016 through 2018), RSA determined that DVR 
had not executed a formal interagency agreement with the Hawaii State Department of Education 
that met all of the requirements in Section 101(a)(11)(D) of the Rehabilitation Act, as amended 
by Title IV of WIOA, and 34 C.F.R. § 361.22(b). In addition, the executed agreement of June 18, 
2019, did not include all of the statutory requirements, rather these were included in a separate 
“implementation guidelines” procedural document dated June 21, 2019. As such, DVR is not in 
compliance with Section 101(a)(11)(D) of the Rehabilitation Act, or the regulations at 34 C.F.R. 
§ 361.22(b)).  

Corrective Action Steps: RSA requires that DVR—  

3.1.1 Submit the revised formal interagency agreement between DVR and the Hawaii State 
Department of Education for RSA’s review as part of DVR’s corrective actions 
associated with this FFY 2019 Section 107 Monitoring Review.  

VR Agency Response: DVR understands this corrective action and how the MOU with 
procedural guidelines (executed June 2019) representing the SEA agreement needs to be revised 
to comply with all of the requirements in Section 101(a)(11)(D) of the Rehabilitation Act, as 
amended by Title IV of the WIOA, and 34 C.F.R. § 361.22(b), including 2 C.F.R. part 200 and 
34 C.F.R. part 361. 
 
RSA Response: As discussed during the FFY 2019 monitoring review, the formal interagency 
agreement between DVR and the State educational agency (SEA), the Hawaii Department of 
Education, must include all of the required components pursuant to 34 C.F.R. § 361.22(b). The 
SEA agreement is separate and distinct from any contractual agreements entered into by DVR to 
procure VR services, including pre-employment transition services, such as the Special 
Education-Vocational Rehabilitation (SE-VR) agreement. RSA removed DVR comments to the 
draft report that were not relevant to this finding, and moved DVR report responses specific to 
the SE-VR Work Study Program under Finding 3.2 (below). RSA maintains the finding and 
appreciates DVR’s commitment to ensuring compliance with Federal requirements.  
 
3.2 Written Policies and Procedures Governing the Provision of Pre-Employment 
Transition Services through the Special Education-Vocational Rehabilitation (SE-VR) 
Work Study Program jointly administered and funded by DVR and the Hawaii State 
Department of Education  

Issue: Does DVR have written policies and procedures for the provision of pre-employment 
transition services through the SE-VR Work Study Program that comply with the statutory 
requirements in the Rehabilitation Act, as amended by Title IV of WIOA, 2 C.F.R. Part 200 and 
34 C.F.R. Part 361.  

Requirements: In accordance with Sections 12(c) and 101(a)(6) of the Rehabilitation Act and 
34 C.F.R. § 361.50, VR agencies are required to develop and maintain written policies covering 
the nature and scope of each of the vocational rehabilitation services specified in 34 C.F.R.  
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§ 361.48, including pre-employment transition services in 34 C.F.R. § 361.48(a), and the criteria 
under which each service is provided. VR agencies must establish and maintain written policies 
to govern the rates of payment for all purchased VR services in accordance with 34 C.F.R.  
§ 361.50(c).  

Pursuant to the Federal regulations, written policies must ensure that the provision of pre-
employment transition services is based on the rehabilitation needs of each student with a 
disability who is potentially eligible or eligible for VR services. Specifically, the provision of 
such services to VR eligible students should be provided as identified in that student’s IPE and 
consistent with the individual’s informed choice. DVR’s written policies may not establish any 
arbitrary limits on the nature and scope of VR services to be provided to potentially eligible and 
eligible students and it may not establish a fee schedule so low as to effectively deny a student 
with a disability a service. In addition, DVR may not place absolute dollar limits on specific 
service categories, including pre-employment transition services, or on the total number of these 
services provided to an individual. Furthermore, DVR may not establish time periods for the 
provision of services that are so short as to effectively deny a student with a disability a 
necessary service. DVR’s written policies also must include and permit exceptions so that the 
needs of an eligible student with a disability can be addressed.  

Analysis: Hawaii DVR and the State Department of Education entered into a MOU in 1974 to 
jointly administer and fund the SE-VR Work Study Program for students with disabilities who 
were transitioning from school to work using the joint program authority of 34 C.F.R. § 361.27 
(further described in Section B of this focus area). In August 2003, DVR and the Hawaii State 
Department of Education, Special Education Services Branch, Office of Curriculum, Instruction 
and Student Support developed the SE-VR Work-Study Program Guidelines (Guidelines) that 
describe the program, including classroom, in-school work, community work experiences; 
program phases; responsibilities of the special education teacher, VR counselor and school 
principal; reporting requirements; use of funds; and program evaluation. At the time of the on-
site review, DVR paid for the work evaluation and training transferred to the Hawaii State 
Department of Education with the funds reserved for the provision of pre-employment transition 
services; however, the 2003 Guidelines document has not been revised to include the provision 
of pre-employment transition services to students with disabilities who are potentially eligible or 
eligible for VR services.  
 
Currently, the existing SE-VR Work-Study Program MOU and Guidelines require that the 
students eligible for the SE-VR Work-Study Program must be students who are eligible for both 
special education services from the school system and VR services from DVR. The students 
must have both an IEP and an IPE that includes the Work-Study Program as a necessary service 
to be provided to the student. Although DVR provides pre-employment transition services to 
students who are potentially eligible for the VR program through this program, the existing 
policy does not allow for the provision of such services to students who are potentially eligible 
for VR services or require that pre-employment transition services be reflected on an IPE for 
VR-eligible students with disabilities. 
 
The Guidelines make it clear that the school system determines eligibility for the receipt of 
special education services and DVR determines eligibility for receipt of VR services. DVR must 
revise its policies, and update contractual agreements, to include that DVR also determines the 
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needs of students for pre-employment transition services. Both the Work Study MOU and 
Guidelines specify that the Hawaii State Department of Education is responsible for providing all 
services under the SE-VR Work Study Program that fall within its special education 
responsibilities and that DVR is to provide those services that are not normally provided by the 
Hawaii State Department of Education, such as work adjustment and work experience training 
services. Since this program is currently being used to provide pre-employment transition 
services, the nature and scope of such services need to be described in the Guidelines and in 
updated contractual agreements along with the criteria to determine responsibility for similar 
services. Additionally, contractual agreements must be in place to reflect the nature of the funds 
spent, and the services required. Furthermore, rather than committing DVR to provide “those 
services that are not normally provided by the Hawaii State Department of Education,” language 
should be revised to ensure only necessary, reasonable, allowable and allocable VR services are 
funded by DVR.  
 
According to the terms of the SE-VR Work Study Program MOU and the Guidelines, both DVR 
and the Hawaii State Department of Education are responsible for jointly administering and 
implementing the SE-VR Work-Study Program. Both parties are equally responsible for the 
administration of the program; however, each party is responsible for the portion of the program 
that is specific to its own requirements. For example, the Hawaii State Department of Education 
is responsible for administering the in-school work experience portion of the program, while 
DVR is responsible for administering the community work experience portion of the program. 
Similarly, the Hawaii State Department of Education is responsible for administering the in-
school curriculum portion of the program, while DVR is responsible for administering the actual 
vocational skills portion of the program.  

The SE-VR Work Study Program MOU and Guidelines require DVR to pay the Hawaii State 
Department of Education in order to operate the VR portion of the Work-Study Program. DVR 
transfers VR funds to the Hawaii State Department of Education annually to cover the VR 
portion of the program’s costs. However, as mentioned in more detail in Section 4 of this report, 
the VR agency does not monitor the funds spent to ensure all expenditures are allowable and 
allocable in the VR program. Additionally, some of the VR funds are used to pay for “training 
allowance “A” funds” (i.e. training allowances) for students participating in realistic work 
experiences during the work experience phase of the SE-VR Work-Study Program. DVR 
reported that the training allowances are based on the complexity of the tasks performed by the 
student during the work-experience and the number of hours worked. Some student-client’s 
transportation costs are also included in the training allowance.  

RSA provided technical assistance to DVR during the FFY 2012 and 2019 on-site monitoring 
reviews and clarified that DVR may pay student wages for actual work performed, not training 
stipends for participation in the SE-VR Work-Study Program. RSA clarified during the FFY 
2019 on-site monitoring review that DVR should not be using reserved pre-employment 
transition services funds or Section 110 funds (per the FFY 2012 on-site monitoring review) to 
cover LEA operating costs or equipment of LEA personnel, including telephone installation and 
monthly fees “when not readily accessible to the special education teacher,” or a teacher’s 
mileage for transportation costs “not covered by the Department of Education” that are directly 
related to the jointly implemented SE-VR Work Study Program. Furthermore, RSA 
recommended that DVR include the rates of payment (i.e., fee-for-service) established for the 
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provision of each required activity under pre-employment transition services in the SE-VR Work 
Study Program MOU (under development) and Guidelines, as currently these costs are 
determined by the schools and not verified by VR to ensure allocability is reasonable or 
necessary. Additionally, as required in 2 C.F.R. § 200.316, States must follow their State 
procurement requirements for the use of Federal funds, which is detailed more in Section C of 
the Financial Management Section of this report. 

During the FFY 2019 on-site review, DVR communicated that it was considering a $300 per 
year limit on wages paid to students engaged in an actual work experience, and a limit on the 
number of work-based learning experiences available through the SE-VR Work Study Program. 
RSA clarified that when developing written policies for determining rates of payment for 
vendors (34 C.F.R. § 361.50) DVR may not establish cost or time limits on the provision of a 
specific set of services, such as pre-employment transition services, or on the provision of 
services to an individual, which is clarified in more detail in Section C of the Financial 
Management Section of this report. 

The Work Study MOU and its Guidelines require DVR and the Hawaii State Department of 
Education to reconcile accounting of funds on a regular basis. At the end of the second quarter of 
each year, the Hawaii State Department of Education is required to refund to DVR all known 
unrequired funds. At the end of the third quarter of each year, the Hawaii State Department of 
Education is required to refund to DVR all known unrequired and projected unrequired funds. As 
soon as possible after the end of the year, the Hawaii State Department of Education is required 
to refund to DVR all remaining unused funds for that year. However, during the on-site visit, 
DVR was unable to demonstrate any instance in which Federal funds were returned to the 
agency.  

Following is a summary of the amount of DVR funds that DVR has transferred to the Hawaii 
State Department of Education in recent years to pay for the VR portion of the Work-Study 
Program’s costs and the number of students served by that program. The number of students 
served also represent active VR consumers. 

o FFY 2006: $64,507 – 671 students served 
o FFY 2007: $57,817 – 627 students served 
o FFY 2008: $67,960 – 813 students served 
o FFY 2009: $77,605 – 314 students served 
o FFY 2010: $41,795 – 96 students served 
o FFY 2011: $40,060 – 274 students served 
o FFY 2012: $215,120 –  929 students served 
o FFY 2013: $235,231 – 930 students served 
o FFY 2014: $210,230 – 704 students served  
o FFY 2015: $226,770 – 735 students served  
o FFY 2016: $228,335 – 741 students served  
o FFY 2017: $230,780 – 750 students served 
o FFY 2018: $255,960 – 831 students served 
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Furthermore, DVR’s VR Policy Manual Section 401.1-29.3 Transition Services states that the 
SE-VR Work Study Program makes transition services available to students enrolled in high 
school through school and community-based work experiences. This policy does not include the 
provision of pre-employment transition services to students with disabilities who are potentially 
eligible and eligible for VR services through the SE-VR Work Study Program. DVR will need to 
update its SE-VR Work Study Program Guidelines (April 2003), contractual requirements, and 
policies to align with the Federal requirements in Section 113 of the Rehabilitation Act and 34 
C.F.R. § 361.48(a), if DVR continues to use its joint program to provide pre-employment 
transition services to students with disabilities who are potentially eligible and eligible for VR 
services. 

Finally, the SE-VR Work Study Program MOU and Guidelines must adhere to all State Plan 
requirements, including order of selection requirements (34 C.F.R. § 361.36). Specifically, those 
VR eligible students assigned to a closed order of selection priority category in receipt of pre-
employment transition services prior to eligibility determination and assignment to a closed order 
of selection priority category (i.e., waiting list) may continue to receive any of the pre-
employment transition services while assigned to the waiting list. However, VR eligible students 
assigned to a waiting list prior to the receipt of pre-employment transition services, may not 
receive pre-employment transition services or individualized VR services under an IPE, while 
assigned to the waiting list for services. 

Conclusion: During the period of review (FFYs 2016 through 2018), RSA determined that DVR 
had not executed SE-VR Work-Study Guidelines that met all of the requirements in Sections 
12(c), 101(a)(6), and 113 of the Rehabilitation Act; and 34 C.F.R. §§ 361.48(a) and 361.50. As 
such, DVR is not in compliance with statutory and regulatory provisions.  

Corrective Action Steps: RSA requires that DVR—  

3.2.1 Submit the revised SE-VR Work-Study Guidelines, including policies and procedures 
specific to the provision of pre-employment transition services, as well as the interagency 
transfer agreement between DVR and the Hawaii State Department of Education for 
RSA’s review as part of the corrective actions associated with this FFY 2019 Section 107 
Monitoring Review. All pre-employment transition services-related policies and 
procedures must comply with the statutory requirements in the Rehabilitation Act, as 
amended by Title IV of WIOA, 2 C.F.R. part 200 and 34 C.F.R. part 361; and 

3.2.2 Implement a signed contractual agreement with the Hawaii State Department of 
Education detailing cost allocation, administrative requirements, and monitoring 
processes, and submit to RSA for review. 

VR Agency Response: DVR’s SE-VR partnership agreement, last updated by DOE and DVR in 
2003, is under review by both agencies to ensure staff are accessing current guidance. In 
November 2020, DVR and DOE established a work group to review and make recommendations 
to the SE-VR partnership agreement. It will be submitted to RSA for review as part of the 
corrective actions needed and for compliance with Federal and State regulations. 
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DVR understands the pre-employment transition services program cannot be solely incorporated 
under updates to SE-VR guidelines because pre-employment transition services are available 
statewide through multiple options under existing agreements with other partners. 
 
Since RSA’s June 2019 on-site monitoring, DVR has—   
 

• Initiated weekly meetings, a timeline for completion/execution and implementation of 
draft updates of the SE-VR work-study guidelines (and a contract associated with paid 
work-based learning experiences (WBLE), which represent 100% proportional benefit to 
DVR as DOE does not pay for WBLE associated with school transitional activities) with 
anticipated updates ready for review and technical assistance by August 2021 to align 
with the start of DOE’s next school year; 

• Developed a timeline for internal control updates as part of the work plan for identified 
process improvements to internal controls, including monitoring implementation of these 
updated internal controls quarterly, or more often as indicated to support agency 
compliance; 

• Established an internal VR working group (December 2020) consisting of counselor and 
supervisor representation from all islands (Kauai, VRS IV; Maui, VRS V; Hawaii, VRS 
IV; Oahu, VRS III, IV (blind) and VRS V to support the needed updates to internal 
controls, training, and monitoring of implementation for compliance with Federal and 
State regulations; and 

• Facilitated work group meetings (monthly since December 2020) between both agencies 
to generate statewide consensus  (in preparation for meeting with the DOE: December 2, 
11, 18, 23). In partnership with DOE (four group meetings with DOE hosted on January 
5, 12, 19, 28, 2021), and throughout February 2021 held ongoing discussions (February 
12, 18) to facilitate feedback from DOE teachers on recommended updates. 

 
After on-site monitoring, DVR’s internal controls were updated with the DOE, while additional 
updates are still being developed for the Work Study MOU and integrated Guidelines. In 
addition, a flow chart has been developed to represent a review of associated areas where each 
agency will lead and collaborate on process improvements. DVR acknowledges this monitoring 
finding and will work with RSA to develop and implement a corrective action plan with a 
mutually agreeable timeline.  

RSA Response: RSA appreciates the detailed progress updates, comprehensive responses, and 
efforts to address the corrective action items that were submitted by DVR to RSA in response to 
this finding and its respective corrective actions. Due to the length of DVR’s response and 
documentation submitted to substantiate progress made by DVR since the on-site portion of the 
review, RSA summarized DVR’s response. Once the corrective action plan is developed, the 
comprehensive responses and detailed progress updates will be used to inform a determination of 
whether the updated processes result in compliance with Federal requirements and ongoing 
compliance, and the resolution of this finding and its respective corrective actions. RSA will 
provide the technical assistance requested. The finding and the required corrective action items 
remain unchanged. 
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Agency Request for Technical Assistance: DVR requests technical assistance with the review 
and revision of applicable internal controls and related documentation for best practices. 

D. Technical Assistance 
 
In the course of conducting monitoring activities, RSA provided technical assistance to DVR as 
described below. 
 
Formal Interagency Agreement between the Hawaii State Department of Education (DOE) 
and DVR (SEA Agreement) 
 
While on-site, RSA and DVR discussed the regulatory requirements specific to the formal 
interagency agreement as described in 34 C.F.R. § 361.22(b) and the need for DVR to 
incorporate the following requirements into its formal interagency agreement (SEA agreement): 
 

• The definitions of “student with a disability” (34 C.F.R. § 361.5(c)(51)), “youth with a 
disability (34 C.F.R. § 361.5(c)(58)) and “pre-employment transition services” (34 C.F.R.  
§ 361.5(c)(42)); 

• Consultation and technical assistance services provided to the educational agencies by 
DVR staff to assist educational agencies in planning for the transition of students with 
disabilities from school to post-school activities should also include pre-employment 
transition services and other VR services (34 C.F.R. § 361.22(b)(1)). In addition, this 
section should clarify that consultation and technical assistance may be provided by DVR 
staff using alternative means for meeting participation (such as video conferences and 
conference calls); 

• Description of how Hawaii State Department of Education and DVR will coordinate 
“transition planning” and DVR participation in transition planning (34 C.F.R.  
§ 361.22(b)(2)); 

• Procedures for outreach to and identification of students with disabilities who are age 14 
through 21 and potentially eligible or eligible for VR services not only in need of 
transition services, but also pre-employment transition services;  

o This section must include that outreach will occur as early as possible under the 
transition planning process and describe the purpose of the VR program, 
eligibility requirements, application procedures, and scope of services provided to 
eligible individuals, as well as how information will be shared with students and 
their families; and 

o Outreach procedures should also include a process for referring potentially 
eligible students to DVR starting at the age of 14, since the State of Hawaii has 
elected to make pre-employment transition services available to students with 
disabilities beginning at this age; 

• Data elements and supporting documentation the SEA/LEAs must provide to DVR with a 
pre-employment transition services referral (i.e., unique identifier or social security 
number, date of birth, race, ethnicity, disability) (RSA-PDs 16-04 and 19-03); and  

• Description of the process and timelines that will be used to ensure that the LEAs will 
provide documentation of required actions completed pursuant to Section 511 of the 
Rehabilitation Act to DVR (34 C.F.R. § 361.22(b)(5)).  
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RSA clarified that the draft SEA agreement needs additional detail describing how the LEAs will 
transmit the required documentation to DVR when it becomes aware that a student is seeking 
subminimum wage employment, and within the required time frames (34 C.F.R. § 361.22(b)(5) 
and 34 C.F.R. § 397.30).  
 
RSA further clarified that the LEAs must transmit the required documentation described in 34 
C.F.R. § 397.30 to DVR, as requirements under Section 511 of the Rehabilitation Act and 34 
C.F.R. part 397 must be satisfied before an entity holding a 14(c) certificate may pay an 
individual with a disability a subminimum wage. 
 
RSA recommended including in the SEA agreement that applicants and recipients of VR 
services will be informed of the availability and purpose of the Client Assistance Program in 
accordance with Section 20 of the Rehabilitation Act.  
 
RSA provided technical assistance on the Implementation Guidelines for the SEA agreement 
(SEA Guidelines) and clarified that the procedural guidelines should include— 
 

• Transition planning for students with disabilities who are potentially eligible or eligible 
for VR services;  

• The required referral data elements for the provision of pre-employment transition 
services (unique identifier or social security number, date of birth, race, ethnicity, and 
student with a disability);  

• Outreach to any student with a disability, including those with IEPs and 504 plans; and 
LEA responsibilities for documentation requirements under Section 511 of the 
Rehabilitation Act, as amended by Title IV of WIOA, and 34 C.F.R. § 397.30 and DVR 
responsibilities under 34 C.F.R. §§ 397.10(a)(2) and 397.20.  
 

RSA also clarified that the Hawaii State Department of Education is responsible for the provision 
of special education and related services necessary for ensuring Free Appropriate Public 
Education (FAPE), not DVR, as inaccurately stated in Section H: Medicaid Reimbursement, 
under the DHS/DVR: Non-Educational Public Agency subsection of the SEA Guidelines.  
 
Policies and Procedures 
 
RSA provided technical assistance on DVR’s draft policies specific to pre-employment transition 
services (Section 401.1-29.01), which will be finalized in the VR Policy Manual once 
promulgated in the Hawaii Administrative Rules (18-month process). Specifically, RSA— 
 

• Requested that the procedures for the provision of pre-employment transition services 
(ICF, May 21, 2019) and the policies specific to initiating VR services after beginning 
pre-employment transition services (ICF, July 21, 2017) be revised to encourage students 
to apply for VR services, prior to the last two years in high school, as a potentially 
eligible student with a disability may receive pre-employment transition services 
beginning at age 14, regardless of whether or not the student has applied for VR services; 
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• Clarified that individualized VR services may be provided concurrently with pre-
employment transition services, under an IPE; and 

• Clarified that policies should be revised to include the processes for tracking and 
reporting the provision of required activities in the case management system. 

 
RSA provided technical assistance specific to the coding, tracking and reporting of pre-
employment transition services in the case management system, and discussed DVR’s need to 
determine codes for each of the five required activities that are not purchased from a CRP, but 
provided directly by VR counselors, and establish fees for each service provided through 
provider contracts. RSA also provided technical assistance on the case management system’s 
upgrade that will include a pre-employment transition services module with the ability to capture 
the provision (in-house and purchased) of pre-employment transition services.  
 
RSA provided technical assistance on the SE-VR Work Study Guidelines (Work Study 
Guidelines) also referred to as “the Yellow book” issued in April 2003. The Work Study 
Guidelines describe the nature and scope of the SE-VR Work Study Program, including its 
implementation, funding, and the responsibilities of both DVR and the Hawaii State Department 
of Education. At the time of the on-site monitoring visit, the guidelines used for the 
implementation of the SE-VR Work Study Program had not been updated in response to 
technical assistance provided during the FFY 2012 Section 107 monitoring review or to align 
with the WIOA amendments to the Rehabilitation Act. DVR must revise its written processes 
and policies to align with the Federal requirements in the Rehabilitation Act, as amended by Title 
IV of WIOA. This is further discussed in Section C of the Financial Management focus area. 
 
Fiscal Forecasting  
 
RSA provided technical assistance on DVR’s fiscal forecasting methodology, including how to 
forecast the number of students with disabilities in the State of Hawaii in need of pre-
employment transition services; project the number of eligible and potentially eligible students 
with disabilities in the State; the number of students currently being served by DVR; determine 
the cost per student to provide required activities; calculate the amount of funds necessary for the 
provision of required activities under pre-employment transition services to students with 
disabilities and the cost to participate in the pre-employment transition coordination activities. 
RSA clarified that fiscal forecasting is to be based on student need, not staff or fiscal capacity, 
and that any remaining funds available after all students’ needs have been addressed, may then 
be used to engage in authorized activities. 
 
Comprehensive Statewide Needs Assessment 
 
RSA clarified that DVR’s next triennial comprehensive Statewide needs assessment (CSNA) 
should cover FFYs 2018 through 2020, and the CSNA report is due no later than FFY 2021. The 
CSNA must address the requirements in 34 C.F.R. § 361.29(a)(1)(i)(D) and include the 
identification of the need for pre-employment transition services and transition services. The last 
CSNA submitted in FFY 2018 covered FFYs 2015 through 2017. The CSNA should be used to 
inform fiscal forecasting, policies and procedures. For example, results from the FFY 2018 
CSNA identified a low rehabilitation rate for youth with disabilities for the period covered, and 
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identified the need for all five required activities under pre-employment transition services, soft 
skill development and more exposure to work experiences prior to students exiting the school 
system. 

 
Provision of Services for Students and Youth with Disabilities 
 
RSA provided technical assistance on the requirements for shared funding and administration of 
joint programs under 34 C.F.R. § 361.27 and DVR’s draft MOU with DDD and DOH to 
implement supported employment services for individuals, including youth, with most 
significant disabilities, and extended services for youth with most significant disabilities. 
 
RSA provided technical assistance on the implementation of new Project Search sites and the 
requirements for statewideness, waiver of statewideness, and third-party cooperative 
arrangements (34 C.F.R. §§ 361.25, 361.26, and 361.28, respectively). 
 
Waiver of Statewideness for Project SEARCH Programming  
 
Section 101(a)(4) of the Rehabilitation Act and 34 C.F.R. § 361.26 permit DVR to request a 
waiver of statewideness through its State Plan (description b) from RSA prior to implementing 
services in discrete areas of the State, so long as a local public agency is providing non-Federal 
funds to meet the non-Federal share of the costs of those services.  
 
Project SEARCH programming is available in Hawaii at two sites, including the Pacific Rehab 
Hospital and Outrigger Hotels Hawaii - Waikiki, and a third site is under development with 
Kaiser and Central High School. The two existing sites cover Oahu or Honolulu county (one of 
five in the State). It is important to note that although Kalawao is recognized as a separate 
county, it is under the sole jurisdiction and control of the Hawaii State Health Department. Per 
on-site discussions and review of the Project SEARCH contracts, the two existing sites are 
funded by the Hawaii State Department of Education and DVR using Federal funds. The Project 
SEARCH licensing agreement (2017-2019) was previously funded by the Mitsubishi 
Corporation (funding ceased in June 2019).  
 
The Hawaii State Department of Education is responsible for developing and providing the 
curriculum and instructional materials; development of the internships; monitoring of interns; 
and funding and maintaining the licensing agreements (after June 2019).  
 
The Project SEARCH agreement with Outrigger Hotels Hawaii (signed in November 2018 by 
DHS), commits DVR to providing Project SEARCH funding support for participants to 
participate at the Outrigger host business site and to conduct background checks for all 
employees, including the Hawaii State Department of Education instructor and skills trainers 
from Abilities Unlimited who work with all interns/participants. While RSA was on-site, DVR 
clarified that it funds the work-based learning experience under pre-employment transition 
services to include the worksite trainer provided during the three internship rotations over a nine-
month period. 
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The roles and responsibilities section of the Project SEARCH agreement with Outrigger Hotels 
does not describe the specific activities DVR has committed to funding, besides “funding 
support” and background checks for all DOE, Abilities Unlimited and DVR staff working on the 
project. In addition, DVR did not request a waiver of statewideness for its Project SEARCH 
program sites, and the State Plan description specific to coordination with education officials 
does not include the scope of services (e.g., employability skills training; career development and 
placement; work experiences through three internship rotations; peer support; support through 
skills trainers (job coaches); worksite accommodations; and other costs, including administrative 
costs) provided through the Project SEARCH sites. DVR communicated that it does not 
currently use funds reserved for the provision of pre-employment transition services to fund 
Project SEARCH programming; however, DVR has charged services provided through Abilities  
One to the reserve.  
 
Although two LEAs (Roosevelt and Kalani High Schools) are currently part of the Project 
SEARCH programming, DVR clarified that a student with a disability does not have to be served 
by a specific LEA or district to participate in and receive services through one of the two Project 
SEARCH sites.  
 
It is unclear from the Agreement of Roles and Responsibilities for Project SEARCH (executed 
November 2018), how high school students are referred and selected to participate in the Project 
SEARCH program.  
 
While the RSA team was on-site, DVR reported that (and contracts confirmed) none of the State 
or public agency partners are providing any of the non-Federal Share. At the time of the review, 
the participating partners— LEA, DVR, VR service provider and the employer in the two 
existing project SEARCH sites in Hawaii—use their own funds to meet their own costs. Any 
non-Federal funds used by the LEAs are not used to meet the non-Federal share of the costs of 
the VR program for those particular services. 
 
To provide VR services in one or more political subdivisions of a State that increase services or 
expand the scope of services in that political subdivision beyond which are available Statewide, 
the regulations at 34 C.F.R. § 361.26(a)(1) require that the non-Federal share of the cost of these 
services is met from funds provided by a local public agency (including funds contributed to a 
local public agency by a private agency, organization, or individual). Because Project SEARCH 
results in an increase of services or an expanded scope of services in some political subdivisions 
of the State, but not others, DVR would need to receive a waiver of statewideness to fund those 
Project SEARCH sites. However, to be eligible for a waiver of statewideness, DVR must receive 
non-Federal share from the local public agencies overseeing Project SEARCH in each political 
subdivision where Project SEARCH results in increased or expanded services. Since DVR does 
not receive non-Federal share from each LEA overseeing Project SEARCH in each political 
subdivision where Project SEARCH results in increased or expanded services, DVR would not 
be eligible to receive a waiver of statewideness for its Project SEARCH sites. 
 
Therefore, to satisfy the requirement of 34 C.F.R. § 361.26(a), and allow DVR to request a 
waiver of statewideness, the LEAs must transfer to DVR either part or all of the non-Federal 
funds LEAs currently used to pay LEA expenses at the two existing (and any new) Project 
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SEARCH sites for the cost of the Project SEARCH services. Once this financial arrangement is 
in place, DVR may request a waiver of statewideness for the two existing LEAs, and any new 
Project SEARCH sites. 
 
RSA provided technical assistance that DVR may count the interagency transfer of funds from 
the LEA to DVR as meeting the non-Federal share of the costs of those services for purposes of 
the VR program, as would be required by 34 C.F.R. § 361.26(a)(1).  
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SECTION 4: FOCUS AREA – FINANCIAL MANAGEMENT OF THE 
STATE VOCATIONAL REHABILITATION SERVICES AND STATE 

SUPPORTED EMPLOYMENT SERVICES PROGRAMS  

A. Purpose 

Through this focus area RSA assessed the financial management and fiscal accountability of the 
VR and Supported Employment programs to ensure that: funds were being used only for 
intended purposes; there were sound internal controls and reliable reporting systems; available 
resources were maximized for program needs; and funds supported the achievement of 
employment outcomes for individuals with disabilities, including those with the most significant 
disabilities, and the needs of students with disabilities for pre-employment transition services.  

B. Scope of Financial Management Review 

During the monitoring process, RSA reviewed the following areas related to financial 
management and accountability. 

Period of Performance  
 

Period of performance is the time during which the non-Federal entity (grantee) may incur new 
obligations to carry out the work authorized under the Federal award (2 C.F.R. § 200.77). In 
order to accurately account for Federal and non-Federal funds, the VR agency must ensure that 
allowable non-Federal and Federal obligations and expenditures are assigned to the correct FFY 
award. RSA uses the financial information reported by the grantee to determine each VR 
agency’s compliance with fiscal requirements (e.g., reservation of funds, matching, MOE, etc.). 
The RSA review team assessed DVR’s performance in meeting the period of performance 
requirements related to the proper assignment of obligations and expenditures to the correct grant 
award(s). 

VR Program Match  
 

VR program regulations require that the State must incur a portion of expenditures under the VR 
services portion of the Unified or Combined State Plan from non-Federal funds to meet its cost 
sharing requirements (34 C.F.R. § 361.60). The required Federal share for expenditures made by 
the State, including expenditures for the provision of VR services and the administration of the 
VR services portion of the Unified or Combined State Plan, is 78.7 percent. The State’s share is 
21.3 percent. The RSA review team assessed DVR’s performance in meeting the matching 
requirements for the VR program, including whether the matching level was met, as well as 
whether the sources of match were consistent with Federal requirements and any applicable 
MOE issues.  

 
The RSA review team addressed requirements pertaining to the following sources of non-Federal 
share used by the State as the match for the VR program: 
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• State appropriations and interagency transfers; and 
• Randolph-Sheppard set-aside. 

Supported Employment Program Match 
 

Supported Employment program regulations require that the State expend 50 percent of its total 
Supported Employment program allotment for the provision of supported employment services, 
including extended services, to youth with the most significant disabilities. The Supported 
Employment program funds required to be reserved and expended for services to youth with the 
most significant disabilities are awarded through the SE-B grant award. The Federal share for 
expenditures from the State’s SE-B grant award is 90 percent. The statutorily required 10 percent 
match requirement applies to the costs of carrying out the provision of supported employment 
services, including extended services, to youth with the most significant disabilities. This means 
that the 10 percent is applied to total expenditures, including both the Federal and non-Federal 
shares, incurred for this purpose, and that the non-Federal share must also be spent on the 
provision of supported employment services, including extended services, to youth with the most 
significant disabilities. 

 
The RSA review team assessed the matching requirements for the Supported Employment 
program, including an assessment of whether the matching level was met, as well as whether the 
sources of the match were consistent with Federal requirements. 

Prior Approval 
 

The Uniform Guidance (2 C.F.R. § 200.407) requires prior written approval (prior approval) for 
various grant award activities and proposed obligations and expenditures. RSA reviews and 
approves prior approval requests on behalf of the Department of Education. The RSA review 
team examined DVR’s internal controls to ensure that the VR agency is meeting the prior 
approval requirements.  

Vendor Contracts 
 

The RSA team reviewed the following areas related to vendor contracts: 
 

• Determining rates of payment; 
• Cost allocation for services rendered; 
• Supporting documentation for payments; and 
• Contract monitoring. 

 
As mentioned in more detail in Section 4.C of this report, in FFYs 2016 and 2017 the agency 
over-obligated and subsequently overspent the total amount of the Federal awards. DVR 
obligated group services via contracts without adequate internal controls to determine the 
number of individuals authorized to receive services, or the availability of Federal funds to 
liquidate the obligations. This lack of fiscal control resulted in a deficit in Federal funds. As the 
agency continued obligating services, including group services, without available Federal funds 
to pay for the services, the agency liquidated the obligations with State funds originally 
authorized for other purposes. To ensure the State had enough funds to continue operating the 
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program and pay invoices, the agency received a large one-time supplement of State funds. This 
temporarily significantly increased the amount of State funds available to the VR program, 
which resulted in an increase in maintenance of effort (MOE) baseline for the State. The large 
increase in the maintenance of effort in FFYs 2017 and 2018 will result in a large MOE deficit 
that will likely be assessed in FFY 2022. The agency has indicated the upcoming MOE penalty 
resulting from inadequate fiscal controls will impact its ability to continue to provide the level of 
services previously provided. 
 
C. Findings and Corrective Actions 

RSA’s review of DVR’s performance in this focus area resulted in the identification of the 
following findings and the corresponding corrective actions to improve performance. RSA is 
concerned regarding the number of findings, the lack of internal controls, and the lack of 
supporting documentation necessary to determine compliance with Federal requirements. 

RSA deleted finding 4.2 from the draft monitoring report and renumbered the fiscal findings in 
the final monitoring report. Therefore, the references to finding and corrective action numbers 
contained in DVR responses reflect the original number in the draft report versus the final 
monitoring report. 

4.1 Financial Management Deficiencies 

Issue: Whether DVR established sufficient financial management over the Federal award to 
provide reasonable assurance that DVR is managing the Federal award in compliance with 
Federal statutes, regulations, and the terms and conditions of the award. This area of review is 
included on pages 31 through 35 of the MTAG. 

Requirements: In accordance with the Uniform Guidance (2 C.F.R. § 200.302(a)), a State’s 
financial management systems, including records documenting compliance with Federal statutes, 
regulations, and the terms and conditions of the award, must be sufficient to permit the:  

• Preparation of reports required by general and program specific terms and conditions; and 
• Tracing of funds to a level of expenditures adequate to establish that such funds have 

been used according to the Federal statutes, regulations, and the terms and conditions of 
the Federal award.  

The Uniform Guidance, at 2 C.F.R. § 200.302(b), requires the financial management system of 
each non-Federal entity to provide for the following:  

• Identification, in its accounts, of all Federal awards received and expended and the 
Federal programs under which they were received; 

• Accurate, current, and complete disclosure of the financial results of each Federal award 
or program in accordance with the reporting requirements set forth in 2 C.F.R. § 200.327; 

• Records that identify adequately the source and application of funds for Federally-funded 
activities, which must contain authorizations, obligations, unobligated balances, assets, 
expenditures, income and interest and be supported by source documentation; and 
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• Effective control over, and accountability for, all funds, property, and other assets, and 
must adequately safeguard all assets and assure that they are used solely for authorized 
purposes. 

In addition, 34 C.F.R. §76.702 requires States to use fiscal control and fund accounting 
procedures that ensure proper disbursement of and accounting for Federal funds. 

As a recipient of Federal VR and Supported Employment funds, a State VR agency must assure, 
in the VR services portion of the Unified or Combined State Plan, that it will employ methods of 
administration that ensure the proper and efficient administration of the VR program. These 
methods of administration (i.e., the agency’s internal controls) must include procedures to ensure 
accurate data collection and financial accountability (34 C.F.R. § 361.12). Additionally, 2 C.F.R. 
§ 200.302(b)(7) requires the non-Federal entity to have written procedures for determining 
allowability of costs in accordance with Subpart E - Cost Principles of this part and the terms and 
conditions of the Federal award. 

Additionally, 2 C.F.R. § 200.303, among other things, requires a non-Federal entity to:  

• Establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in 
compliance with Federal statutes, regulations, and the terms and conditions of the Federal 
award;  

• Evaluate and monitor the non-Federal entity’s compliance with statute, regulations and 
the terms and conditions of Federal awards; and  

• Take prompt action when instances of noncompliance are identified, including 
noncompliance identified in audit findings. 

In its guidance “The Role of Internal Control, Documenting Internal Control, and 
Determining Allowability & Use of Funds,” the U.S. Department of Education 
(Department) made clear to grantees that internal controls represent those processes by 
which an organization assures operational objectives are achieved efficiently, effectively, 
and with reliable, compliant reporting.  

Therefore, a financial management deficiency would exist when the system does not allow 
management or employees to document compliance with the terms and conditions of the grant 
award. Additionally, internal control deficiencies exist when the design or operation of a control 
does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent or correct processes that might lead to non-compliance with Federal and 
State requirements. 

Analysis: RSA found several areas where the lack of sufficient financial management internal 
control processes prevented the agency from demonstrating the requirements in 2 C.F.R. §§ 302 
and 303 were met. The areas of concern are identified below. 

Lack of Effective Control over Federal and non-Federal funds: Through on-site discussions with 
DVR management and review of the agency’s policy manuals, RSA found the agency did not 
have written systematic processes that enabled DVR to ensure compliance with written policies 
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and applicable Federal requirements. The agency lacked effective internal control over, and 
accountability for, funds and other assets.  

Agencies are required to maintain sufficient control over all funds with records that adequately 
identify the source of funds, and maintain accurate, current and complete disclosure of all 
financial results, as well as having written procedures determining allowability of costs in the 
cost principles.  

During the on-site visit, the agency was unable to substantiate numerous transactions, including 
obligations and expenditures of Federal and non-Federal funds. The agency’s inability to 
appropriately document Federal and non-Federal funds demonstrated insufficient control and 
accountability for Federal funds and insufficient records identifying sources of funds for 
Federally-funded activities. While the agency was able to demonstrate the system processes used 
to pull reports of expenditures, the agency’s ability to identify individual transactions based upon 
the obligation of the expenditure, or the Federal fiscal year to which the obligation was assigned, 
was cumbersome and not consistently implemented in accordance with written internal controls. 

Prior to the on-site visit, the VR agency provided RSA with written processes and internal 
controls; however, during discussions with agency staff, RSA found staff were either unaware of 
written processes, or indicated most of the processes were “in an ideal environment” and not 
implemented accordingly. On numerous occasions, especially in relation to contracts and 
agreements, the agency would describe processes that were not demonstrated in invoices, 
practice or supporting documentation. Staff stated that DVR processes mirrored written policies; 
however, upon discussions concerning actual practices with staff, RSA found multiple instances 
where implementation of written policies was not occurring. DVR stated that the agency was 
phasing out current practices to align with the policies, but this was not documented and was 
difficult for DVR to substantiate. The absence of a systematic process to review and verify 
policies and practices are implemented correctly, in addition to frequent staff turnover in key 
positions within DVR, resulted in a general lack of ability to ensure VR funds were spent on 
allowable expenditures, within the correct period of performance, in accordance with Federal 
requirements, and that the agency had full administrative control over the funds. Nor was the 
agency able to monitor their compliance with the terms and conditions of the grant awards. For 
example, the agency had no processes detailing the following requirements (list is not 
exhaustive): 

• Written processes related to managing contractual agreements including contract 
development, determining rates of payment, prior approval for contract costs, and 
allowable contractual expenditures, including costs incurred in the Special Education VR 
Work-study program; 

• Written procedures for determining the allowability of costs (in accordance with 2 C.F.R. 
§ 200.302(b)(7); 

• Vendor agreements that ensure vendors meet Federal and State requirements and ensure 
administrative control over the allocation and expenditure of Federal funds; 

• Written processes for ensuring the proper assignment of obligations and liquidations to 
the correct FFY award, within the period of performance, for the correct cost objective; 
and 
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• Written processes to ensure obligations and expenditures reported on the SF-425 are 
accurate and reliable. 

Additionally, the agency had written internal controls detailing the following requirements, but 
the on-site review found the processes were not implemented correctly or consistently across the 
State (list is not exhaustive): 

• Contract development and contract monitoring; 
• Written processes for assigning obligations and expenditures to the appropriate cost 

objective; and 
• Written reporting requirements for all required Federal financial reports, specifically the 

RSA-2. 

Inadequate Financial Reporting Internal Controls: This is a repeat finding for DVR as the FFY 
2012 monitoring report identified inconsistencies and inadequately documented processes related 
to Federal financial reporting. While the VR agency had written requirements for the submission 
of SF-425 reports, the agency lacked implemented processes for timely and accurate submission 
of the required Federal financial reports, including the SF-425 report and the RSA-2. DVR fiscal 
staff indicated they were unfamiliar with current processes detailing reporting requirements as 
outlined in RSA policy directives. Additionally, when RSA reviewed the SF-425 for FFY 2018, 
the amount reported for obligations, draws and expenditures from the fourth quarter to the sixth 
quarter remained unchanged, despite draws in G5 on the grant award during this time. This 
reflects a lack of internal controls to ensure financial reports are submitted accurately and timely.  

Because processes were not implemented appropriately for Federal financial reporting, RSA 
reviewed the Federal financial reports (e.g., SF-425s and RSA-2s) and supporting documentation 
of expenditures provided by DVR. RSA found multiple instances where the lack of implemented 
processes resulted in inaccurate Federal reporting.  

Obligations/liquidations – A review of the FFY 2017 SF-425 reports showed non-
Federal obligations increased after the year of appropriation for the grant award. As 
discussed in greater detail in finding 4.2 of this report, the agency did not have 
implemented processes for ensuring that obligations were appropriately assigned to the 
correct FFY award based upon the date the obligation was incurred, instead of the 
payment date of the expenditure. As a result of using an incorrect process, the agency’s 
financial reports showed increases in non-Federal obligations after the year of 
appropriation. Section 19 of the Rehabilitation Act, as amended by WIOA requires 
agencies to meet the non-Federal share for the VR program within the year of 
appropriation of the award. In the FFY 2017 final SF-425, DVR reported all Federal 
expenditures incurred by the end of the year of appropriation, but the grant award was not 
fully matched per Federal requirements (Section 19 of the Rehabilitation Act). As a 
result, the grantee was not entitled to the Federal funds spent but not matched. In 
addition, the final SF-425 report showed all obligations and liquidations having occurred 
though the agency reported not drawing down the Federal funds from G5. The lack of 
written processes for tracking and accounting for non-Federal funds and internal controls 
to review non-Federal expenditures resulted in inaccurate Federal reporting.  
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Program income – RSA and DVR discussed program income requirements. DVR’s 
internal controls did not address how the VR agency tracks program income to ensure it 
is accurately reported upon receipt, disbursed before additional Funds are requested, and 
reported accurately. In FFY 2017, DVR had unexpended program income between the 
second and fourth quarters. Program requirements at 34 C.F.R. § 361.63(c)(3)(ii) require 
the VR agency to disburse available program income prior to drawing down additional 
Federal funds. DVR’s internal controls do not address this requirement and the agency’s 
documentation demonstrated that program income funds were not being disbursed prior 
to the agency’s drawdown of Federal funds. 

Additionally, in accordance with 34 C.F.R. § 361.63(c)(1)(i), program income is 
considered earned in the fiscal year in which it is received, and expenditures on the SF-
425 reports reflect the total cumulative amount per quarter. DVR’s final FFY 2017 SF-
425 reported an increase in program income from the fourth quarter to the final quarter. 
This additional amount of program income received must be reported in the year of 
appropriation for FFY 2018, instead of on the FFY 2017 SF-425. The agency stated on-
site that it had no mechanism for ensuring program income is reported when received and 
accounted for in the year of appropriation. To ensure the program income was not 
inadvertently reported twice, RSA and DVR tried to determine if the increased amount 
reported on the sixth quarter FFY 2017 SF-425 was also reported on the second quarter 
FFY 2018 SF-425. However, the agency was unable to verify the original transaction to 
determine which award the funds were associated with. DVR did not have internal 
controls to ensure the appropriate tracking and reporting of program income.  

RSA-2 – The agency had no written processes for reporting expenditures on the RSA-2. 
Per DVR’s request, RSA and DVR discussed reporting requirements concerning the 
RSA-2. To determine if a lack of processes resulted in unallowable expenditures, and to 
verify if the agency was appropriately accounting for administrative costs, RSA reviewed 
supporting documentation for expenditures reported. The VR agency was aware it was 
not appropriately tracking and reporting expenditures required on the RSA-2. For 
example, at the time of the on-site visit DVR had contractual agreements with other State 
agencies for staff time and effort to provide VR services. The agency had no processes to 
differentiate program costs associated with the staff verses administrative costs. All of the 
expenditures were reported as program costs. Additionally, the VR agency has counselors 
who work in the Ho’opono Center, which served individuals eligible for the VR program 
as well as the Independent Living Services for Older Individuals who are Blind (OIB) 
program, and the agency was unable to demonstrate if costs, reported on the RSA-2 line 
I.2.A.2.b, provided at the Ho’opono Center were accurately tracked and reported.  

DVR reported expenditures in innovation and expansion (I&E) activities, RSA-2 line 
I.4.B, as well as the Business Enterprise Program. DVR stated it was unaware of what 
was reported for I&E funds and had no documentation demonstrating what codes pulled 
the amounts reported and it could not substantiate any costs associated with the reported 
expenditures. The agency also indicated it was not correctly reporting expenditures in the 
Business Enterprise Program. The supporting documentation showed the reported 
expenditures consisted only of salaries of staff administratively managing the program. 
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Due to the lack of DVR internal processes for compiling, reporting and verifying 
expenditures associated with the RSA-2, the agency was unable to demonstrate the 
accuracy or reliability of the RSA-2 data reported.  

Conclusion: As described above, areas of deficiency include lack of internal control policies and 
procedures, verification of implemented written processes in accordance with the terms and 
conditions of the grant award, and overall accountability for financial management. DVR does 
not maintain effective financial management over the Federal awards necessary to provide 
reasonable assurances that the non-Federal entity is managing the Federal award in compliance 
with Federal statutes, regulations, and the terms and conditions of the award, as required by 34 
C.F.R. § 361.12 and 2 C.F.R. § 200.303. RSA is particularly concerned about the overall lack of 
financial management in which implemented practices are not in accordance with written 
processes and that the agency has a mechanism in place to monitor its own compliance. 
Collectively, these material deficiencies suggest generalized, systemic deficiencies within the 
agency’s control environment. The corrective action steps listed below will support DVR in 
developing its ability to correct processes that have led to the non-compliance findings noted 
above. 

Corrective Action Steps:  RSA requires that DVR—  

4.1.1 Update written policies and processes to ensure written requirements support compliance 
with Federal requirements, as required by 34 C.F.R. § 361.50 and 2 C.F.R.  
§ 200.302(b)(7), particularly with respect to the policies/processes identified under “Lack 
of Effective Control over Federal and non-Federal funds” and submit to RSA for review 
within 120 days after the issuance of the final report. Verify implementation of internal 
controls within 60 days after RSA’s review; 

4.1.2 Develop and implement written internal controls governing oversight of grant-supported 
activities, particularly with respect to reporting requirements, as required by 2 C.F.R.  
§ 200.328(a) (currently, 2 C.F.R. § 200.329 (a), see also 2 C.F.R. § 200.332) within 120 
days after the issuance of the final report. Verify implementation of internal controls 
within 60 days after RSA’s review;  

4.1.3 Implement an internal monitoring component for all grant supported activities in 
accordance with 2 C.F.R. § 200.303(c) and (d) within 180 days of the issuance of the 
final report; and 

4.1.4 Revise and resubmit SF-425 financial reports to accurately report all Federal and non-
Federal expenditures and obligations. 

 
VR Agency Response: DVR understands the 2019 Monitoring Report Corrective Action 
recommendations identified in 4.1.1 above, and will update written policies and procedures for 
the following internal controls, as identified in the report under “Lack of Effective Control over 
Federal and non-Federal funds,” within 120 days as feasible (taking into consideration State 
policy timelines for implementation of policy which could represent up to 18 months as indicated 
on HAR Process, after issuance of the final report with the corrective action plan, to demonstrate 
DVR’s commitment to compliance with Federal and State regulations. DVR is developing 
process improvements and internal controls. 
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DVR understands the 2019 Monitoring Report Corrective Action recommendation under step 
4.1.2, and will develop and implement or update written internal controls governing oversight of 
grant-supported activities, particularly with respect to reporting requirements, as required by 2 
C.F.R. § 200.328(a), currently, 2 C.F.R. § 200.329 (a), and 2 C.F.R. § 200.332 within 120 days 
as feasible (taking into consideration State policy timelines for implementation of policy which 
could represent up to 18 months (i.e.,  HAR process for updating policies), after the issuance of 
the final report with approved corrective action plan, to demonstrate DVR’s commitment to 
compliance with Federal and State regulations. 
 
DVR understands the 2019 Monitoring Report Corrective Action recommendation referenced in 
4.1.4, and will revise and resubmit SF-425 financial reports as applicable to accurately report all 
Federal and non-Federal expenditures and obligations as indicated. 
 
Inadequate Financial Reporting Internal Controls: Per PD 18-01, grantees are to maintain a hard 
copy of the signed SF-425 report for verification purposes. DVR is requesting technical 
assistance regarding the removal of total recipient share requirements, except for supported 
employment services, including extended services to youth with most significant disabilities (34 
C.F.R. § 362.23(a). 

In PD 18-01 DVR noted: obligations made during the period of performance may be liquidated 
at any point during the liquidation period, which ends 90 days after the period of performance, 
and subsequently updated to 120 days in the November 12, 2020 OMB final regulations updating 
for 2 C.F.R. § 200. If, however, the timing of liquidating obligations precludes submission of the 
final SF-425 within 90 days following the period of performance, grantees must submit a late 
liquidation request in accordance with the Department of Education’s Policy Memorandum 
regarding extension of liquidation periods. DVR would appreciate clarification on whether this 
extension of 90 days to 120 days per OMB updates under 2 C.F.R. § 200 referenced above, also 
extends the reporting deadline for final SF-425 reporting. 

DVR is requesting technical assistance regarding RSA’s finding that says that DVR made 
payments “three months after the end of the period of performance” even though DVR’s final 
report was still submitted on time. It is not clear if this finding relates to RSA having granted 
DVR an extension for re-submission of the report during on-site monitoring and technical 
assistance provided in June 2019. The only circumstance that requires a late liquidation request 
is when “the timing of liquidating obligations precludes submission of the final SF-425 within 90 
days following the period of performance.” DVR does not identify that a late liquidation request 
and approval was needed per this finding, as payment was made within the 90 days following the 
period of performance, and reporting was timely, with any exceptions for extensions approved 
by RSA. 

Additionally, 2 C.F.R. § 200.328(b) as referenced in the monitoring report indicates a late 
liquidation regulation which appears to have been updated, while the current law is referencing 
monitoring and program performance, which DVR is seeking additional clarification on to more 
effectively respond to this finding and corrective action.  

The redacted 2 C.F.R. § 200.328(a) regulation as referenced in the monitoring report only 
indicated that the non-federal entity must monitor its activities but does not reference any 
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requirement for reporting or internal controls. The current 2 C.F.R. § 200.329(a) is substantially 
similar to the old 2 C.F.R. § 200.328(a) but also does not include requirements for reporting or 
internal controls. DVR would appreciate technical assistance as to whether this citation should 
reference a current law that has been updated since the monitoring report as we noted the 
regulation 2 C.F.R. § 200.303 is where internal controls are found. 

In response to RSA’s determination that greater internal controls are needed for management of 
Federal and non-Federal funds, in accordance with State laws and procedures for expending and 
accounting for the State’s funds, and inclusive of records documenting compliance with Federal 
statutes, regulations, and the terms and conditions of the Federal award, which must be sufficient 
to permit the preparation of reports required by general and program-specific terms and 
conditions; and the tracing of funds to a level of expenditures adequate to establish that such 
funds have been used according to the Federal statutes, regulations, and the terms and conditions 
of the Federal award, DVR has initiated a review and updates to relevant internal controls. 
DVR’s procedures are being reviewed for assurances that the operational objectives are achieved 
efficiently, effectively, and with reliable, compliant reporting and welcomes RSA technical 
assistance to reinforce DVR’s internal controls.  

After DVR identified the risk of an MOE penalty associated with over-matching of non-Federal 
funds in 2017 and 2018 for expenditures on group purchase orders, DVR immediately 
implemented changes to contract language requiring vendors to only provide services upon 
receipt of individual referrals with individualized purchase orders (no group PO’s), for 
contracted services.  

The State process for policy changes may include up to an 18-month time frame for final 
approval and implementation, which would include additional time for training and monitoring 
upon implementation. In order for DVR to fulfill the RSA corrective action proposed timelines 
for policy updates, DVR is requesting clarification if the period of implementation 60 days after 
RSA’s review would allow for this 18 month time frame, with training and monitoring 
requirements. 

RSA Response: RSA appreciates DVR’s efforts to address the corrective action items. Once the 
corrective action plan is developed, RSA will work with the VR agency to determine if updated 
processes result in meeting Federal requirements and ongoing compliance. The finding and the 
required corrective action items remain unchanged.  

RSA further clarifies that the timelines and due dates stated for this finding are still in effect. 
RSA wishes to thank DVR for the progress updates it provided to RSA through agency 
responses to the monitoring report. DVR will need to incorporate into a formal policy, 
procedures, process or guidance document (as appropriate) the fiscal management internal 
controls. Once the corrective action plan is developed,  RSA will then review supporting 
documentation submitted by DVR and provide technical assistance related to the review and 
revision of DVR’s fiscal management internal controls and documentation necessary to 
substantiate the resolution of this finding. 

RSA’s comment, “Some liquidations occurred three months after the end of the period of 
performance, which would necessitate a late liquidation request per Federal requirements in 2 
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C.F.R. § 200.328(b),” clarifies that liquidations should occur within three months after the end of 
the period of performance. The comment was deleted. There are no actions to be taken with 
respect to the comment. 

Agency Request for Technical Assistance: DVR requests technical assistance with the review 
and revision of fiscal management internal controls and related documentation for best practices. 

4.2 Incorrect Assignment of Obligations and Expenditures to the Federal Award  

Issue: Whether DVR assigns obligations and expenditures to the correct Federal award in 
accordance with 34 C.F.R. § 361.12, 2 C.F.R. § 200.77, § 200.302, § 200.303(a), § 200.309 and 
34 C.F.R. § 76.702. This area of review is included on pages 32 of the MTAG.  
 
Requirements: As a recipient of Federal VR and Supported Employment funds, DVR must have 
procedures that ensure the proper and efficient administration of its VR and Supported 
Employment programs and enable DVR to carry out all required functions, including financial 
reporting (34 C.F.R. § 361.12). In accordance with the Uniform Guidance in 2 C.F.R.  
§ 200.302(a), a State’s financial management systems, including records documenting 
compliance with Federal statutes, regulations, and the terms and conditions of the award, must be 
sufficient to permit the preparation of reports required by general and program specific terms and 
conditions; and the tracing of funds to a level of expenditures adequate to establish that such 
funds have been used according to the Federal statutes, regulations, and the terms and conditions 
of the Federal award. The Uniform Guidance, at 2 C.F.R. § 200.302(b), requires the financial 
management system of each non-Federal entity to provide for the identification, in its accounts, 
of all Federal awards received and expended and the Federal programs under which they were 
received. In addition, 34 C.F.R. § 76.702 requires States to use fiscal control and fund 
accounting procedures that ensure proper disbursement of and accounting for Federal funds.  
 
Each grant award has a defined “period of performance,” which is the time during which the 
non-Federal entity may incur new obligations to carry out the work authorized under the Federal 
award (2 C.F.R. § 200.77). A non-Federal entity may charge to the Federal award only allowable 
costs incurred during the period of performance (2 C.F.R. § 200.309, see also 34 C.F.R.  
§§ 76.703 and 76.709). Grantees must implement internal controls to ensure obligations and 
expenditures for a Federal award are assigned, tracked, recorded, and reported within the 
applicable period of performance for that Federal award, thereby ensuring grantees are managing 
the award in compliance with Federal requirements (2 C.F.R. § 200.303(a)). The proper 
assignment of Federal and non-Federal funds to the correct period of performance is necessary 
for DVR to correctly account for VR funds so RSA can be assured that the agency has satisfied 
requirements for, among other things, match (34 C.F.R. § 361.60 and 34 C.F.R. § 363.23), 
maintenance of effort (MOE) (34 C.F.R. § 361.62), and the reservation and expenditure of 
Supported Employment funds for the provision of supported employment services to youth with 
the most significant disabilities (34 C.F.R. § 363.22).  

An obligation means “orders placed for property and services, contracts and subawards made, 
and similar transactions during a given period that require payment by the non-Federal entity 
during the same or a future period" (2 C.F.R. § 200.71). For expenditures to be allowable under 
the Federal award, agencies must demonstrate that the obligation occurred within the period of 
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performance of the Federal award. Regulations at 34 C.F.R. § 76.707 explain when a State incurs 
an obligation for various kinds of services and property. Therefore, to properly account for and 
liquidate expenditures, grantees must be able to assign an obligation to a Federal award based 
upon the date the obligation was made (34 C.F.R. § 76.703 and § 76.709). Grantees must assign 
all Federal and non-Federal obligations and expenditures, on a Federal fiscal year basis, to the 
correct Federal award in accordance with the period of performance.  

Analysis: RSA reviewed the agency’s policies and procedures regarding the assignment of 
Federal and non-Federal obligations and expenditures to the correct Federal award. RSA also 
reviewed supporting documentation for obligations and expenditures to ensure DVR was 
correctly assigning and reporting obligations and expenditures to the proper period of 
performance in accordance with Federal requirements. Through the review of agency practices 
and discussions with agency staff, RSA found that, depending on the type of obligation or 
expenditure, DVR was not assigning obligations to a Federal fiscal year award based upon the 
date the service is authorized or when the obligation of the expenditure occurred. DVR’s 
financial system does not interact with the agency’s case management system. When a service is 
authorized in the case management system, the agency has no process to link the authorization of 
the service to the obligation of funds in the financial system. The agency does not have a process 
for financial staff to determine the date the obligation occurred. While the agency can run a batch 
report to determine the amount of outstanding obligations in the case management system, that 
report is not run routinely, nor is that data tracked in the financial system. An expenditure is 
reported as obligated when the invoice is received, not at the actual time of obligation. 
Additionally, travel reimbursements are obligated to the Federal award open at the time the 
request for reimbursement is received, rather than liquidating the obligations from the Federal 
award to which the obligation should have been assigned (34 C.F.R. § 76.707(f)). Consequently, 
DVR could not demonstrate that obligations and the liquidation of those obligations, for 
property, services, and contracts were charged to the correct Federal award. 

Federal Funds: RSA’s review of the supporting documentation identified expenditures where the 
agency paid for services rendered from an incorrect VR award because the invoice was paid 
using funds available on the date the invoice was received instead of the award to which the 
services were required to be obligated. As a result, the agency was not obligating Federal funds 
to the correct Federal award.  

Additionally, the agency’s inability to correctly assign Federal funds obligated to the correct 
FFY of the award, in part, led to the agency obligating more to the FFY 2017 Federal award than 
the total amount of the Federal award (see Section 4-A for additional details). In FFY 2017, the 
agency was paying contract expenditures for available award funds when the invoices were 
received. However, toward the end of the FFY, the agency did not have sufficient Federal 
expenditures to pay contractors for services authorized and rendered. As a result, the agency 
initially journaled State funds, authorized for other allowable VR purposes, to cover the Federal 
expenditures, and later received supplemental non-Federal funds from the State to pay the 
additional expenditures. This created a serious complication as the supplemental funding from 
the State was received in the FFY 2018 year of appropriation instead of FFY 2017 when most of 
the over obligations were occurred. The supplemental funding has resulted in a large MOE 
penalty for the State. DVR’s inability to track Federal obligations, specifically contractual 
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Federal obligations, to the correct Federal fiscal year award resulted in the agency overspending 
authorized Federal funds.  

Non-Federal Funds: DVR accounts for and reports VR expenditures paid with non-Federal funds 
in a manner similar to the Federal funds process mentioned above. Specifically, the agency does 
not properly assign non-Federal obligations based upon the date the obligation was incurred to 
ensure that, once liquidated, the non-Federal expense is assigned to the appropriate Federal 
award for match and MOE purposes. Because the agency does not appropriately assign non-
Federal obligations to the correct period of performance, the agency cannot ensure that, upon 
liquidation, the obligations were charged to the proper Federal award. If the non-Federal 
expenditures are charged to an incorrect Federal award, those expenditures may not be an 
allowable source of match for the Federal award funds drawn down by the agency. Additionally, 
as mentioned in the previous paragraph, the inability to correctly assign obligations to the correct 
year of appropriation, in part, led to an over-expenditure of Federal funds, and resulting MOE 
penalty. As a result, RSA was unable to determine whether the agency satisfied VR program 
requirements for match, MOE, and the reservation and expenditure of funds for the provision of 
pre-employment transition services.  

Contractual Obligations: The agency implements contractual agreements that can span 5 years at 
the time of implementation (see Finding 4.3 for additional details). The agreements list a total 
amount of Federal and non-Federal funds for each year; however, it was unclear during the 
discussions with DVR on-site if the fiscal years covered in the agreements are Federal fiscal 
years, State fiscal years, or calendar fiscal years. Additionally, the agency stated that if the total 
amount allocated to a year was not fully spent, the contractor had the ability to spend the 
remaining funds in subsequent fiscal years so long as the contract had not ended. Due to the 
agency’s inability to appropriate assign Federal or non-Federal obligations to an appropriate 
Federal fiscal year grant award, the agency could not demonstrate which Federal award the funds 
were obligated to, or in which period of performance the services were performed. Additionally, 
the agency had no written processes for determining the allocation of Federal funds or non-
Federal funds under each year in the contractual agreement, and there are no processes in place 
to ensure funds budgeted to one Federal fiscal year award are not paid for with a subsequent 
Federal fiscal year, potentially resulting in unallowable expenditures within the period of 
performance of the award. 

Non-Obligated Service Arrangements: In addition to DVR’s inability to demonstrate what 
Federal fiscal year  grant award the funds should have been obligated to, as discussed in more 
detail in the next finding, the agency transfers Federal VR funds to the Hawaii Department of 
Education via a SE-VR Work Study Program. In the guidelines detailing the services provided 
by the schools, DVR includes a total yearly amount of funds that may be spent by each school. 
However, the guidelines give the Hawaii Department of Education the flexibility to provide 
additional funding if deemed necessary in accordance with the needs of the students. The funds 
associated with the work study program are not obligated, nor are they associated with a Federal 
fiscal year grant award based upon the date the services were authorized. The agency transfers 
Federal funds to the Department of Education based upon monthly expense reports for services 
provided. Since the agency does not obligate the funds, and the total amount may be exceeded 
based upon each school districts discretion, DVR cannot determine the total amount of Federal 
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funds obligated in the work study program, which demonstrates a lack of administrative control 
over the allocation and expenditure of VR funds (34 C.F.R. § 361.13(c)(1)(iv). 
 
Conclusion: Based upon the information above, RSA has determined that DVR is not in 
compliance with the Federal requirements (34 C.F.R. § 361.12, 34 C.F.R. § 76.702, and 2 C.F.R. 
§ 200.302) to accurately account for and report obligations and ensure expenditures are paid 
from the correct Federal award. As a result, RSA cannot determine whether the agency satisfied 
requirements related to match, MOE, and the reservation of funds for the provision of pre-
employment transition services. As a recipient of Federal VR and Supported Employment funds, 
DVR must have procedures in place that ensure proper and efficient administration of its VR 
program, and that enable the agency to carry out all required functions. The methods of 
administration must ensure accurate data collection and financial accountability (34 C.F.R.  
§ 361.12 and 2 C.F.R. § 200.302).  

Corrective Actions: RSA requires that DVR—  
 
4.2.1 Draft internal control processes, which must be submitted to RSA for review and 

concurrence within 45 days after the date of issuance of the final monitoring report;  
4.2.2 Within 120 days of the issuance of the final monitoring report, implement internal control 

processes to accurately account for and report Federal and non-Federal obligations and 
expenditures to the correct period of performance. The internal controls must address—  
a) The tracking of obligation dates for all obligated expenditures; 
b) The assignment of obligated Federal and non-Federal funds to the correct Federal 

fiscal year award and the liquidation of such funds based upon the assignment of 
obligation; and 

c) The reclassification of expenditures to ensure all expenditures meet the requirements 
of the Federal award and are appropriately accounted for based upon the Federal 
fiscal year in which the obligation was incurred; 

4.2.3 Develop and implement written internal control processes, as required in 2 C.F.R.  
§ 200.303, including a monitoring component, that ensure sustained compliance with and 
correction of the specific areas identified in 4.2.1; and 

4.2.4 Revise previously submitted SF-425 financial reports based upon correct procedures for 
the assignment of obligations and liquidations to the correct Federal fiscal year. 

 
VR Agency Response: As indicated in agency response above, DVR has internal controls in 
place for reporting obligations (orders placed for property and services, contracts, and does not 
use VR funds to pay for obligation made for sub-awards). DVR’s assignment of non-Federal 
match funds for payment on these obligations after services were rendered, invoiced and 
approved for payment against over-matched non-federal funds were correctly assigned to the 
Federal award and period of performance as reviewed during the 2019 on-site monitoring and 
with technical assistance provided afterwards by RSA. The re-submission of the SF-425 FFY 
2017 and SF-425 FFY 2018 reports was granted by RSA. With this monitoring report, DVR 
would appreciate additional technical assistance on re-submitting these reports once DVR 
receives additional technical assistance on the Randolph-Sheppard “set-aside” funds to ensure 
non-Federal funds are reflected in these reports. These funds are accurately tracked on DVR’s 
database systems and records securely retained for reporting purposes as noted above. 
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DVR will request technical assistance in reviewing the documents for implementation as part of 
the approved corrective action plan. 
 
Obligations reported as expenditures against the Federal award and non-Federal match for the 
SF-425 FFY 2017 and FFY 2018 re-submitted reports referenced in this monitoring report were 
identified based on the assigned award, date the obligation occurred (primarily the date the 
purchase order was created before services were rendered), within the period of performance of 
the federal award as reviewed with RSA prior to submission. DVR doesn’t use different controls 
because some funds are Federal, and some are non-Federal. DVR would appreciate additional 
technical assistance from RSA on reviewing these revisions to internal controls referenced above 
following the issuance of the final monitoring report to confirm DVR’s compliance with Federal 
and State regulations.  

As noted in agency response above, DVR reporting procedures previously reviewed with RSA 
and technical assistance provided on 11/30/2020 are being updated for follow up with RSA 
technical assistance to confirm compliance and fulfill identified corrective action in this 
monitoring report.  
 
DVR recognizes the monitoring report references in this section to Incorrect Assignment of 
Obligations and Expenditures to the Federal Award and will need clarification on the current 2 
C.F.R. § 200.309 regulation for non-Federal entities to request to modify the end-date of the 
period of performance, which doesn’t appear to be applicable to the report citation. DVR would 
appreciate clarification as to whether the correct regulation referenced would be 2 C.F.R.  
§ 200.77 (definition of period of performance) or 2 C.F.R. §§ 200.403 through 406, inclusive of 
which defines allowable and allocable costs. DVR is not clear if RSA's monitoring report is 
indicating DVR should have requested from RSA to change DVR's period of performance dates 
for the award notice as indicated in this section. 
 
The State process for policy changes, as indicated in the Attachment - Hawaii Administrative 
Rules flowchart, may include up to an 18-month time frame for final approval and 
implementation, which would include training and monitoring upon implementation. In order for 
DVR to fulfill the RSA corrective action for policy updates, DVR is requesting clarification if 
the period of implementation 60 days after RSA’s review would allow for this 18 month time 
frame, and if not, whether additional time would be granted. 
 
RSA Response: RSA appreciates DVR’s progress updates that were submitted with report 
responses, as well as its efforts to address the corrective action items. Please incorporate into a 
formal policy, procedures, process or guidance document (as appropriate) DVR’s progress 
updates that were submitted with its report responses; then submit the documents to RSA. Once 
the corrective action plan is developed, RSA will work with the VR agency to determine if 
updated processes and internal controls result in meeting Federal requirements and ongoing 
compliance. RSA will provide technical assistance with the review and revision of fiscal 
management internal controls and related documentation. To clarify, all citations from the 
Uniform Administrative Guidance (2 C.F.R. § 200) are taken from the version that was in effect 
prior to November 12, 2020. That version was in effect during the time this monitoring was 
conducted. The finding and the required corrective action items remain unchanged. 
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Agency Request for Technical Assistance: DVR requests technical assistance with the review 
and revision of fiscal management internal controls and related documentation for best practices. 
DVR would appreciate technical assistance with RSA’s review of DVR’s contract language for 
provider expense reporting and source documentation required of vendors. DVR would also 
appreciate technical assistance on revisions to any previously submitted 425 reports prior to 
resubmission.  
 
4.3 Insufficient Contract Development, Management and Oversight  
 
Issue: Whether DVR met the Federal requirements for procurement processes (2 C.F.R.  
§ 200.317), including internal controls for such processes (2 C.F.R. § 200.302(b)(7)), 
determining allowability and allocability of costs (2 C.F.R. §§ 200.403-405), and ensuring the 
financial management system meets requirements in 2 C.F.R. § 200.302(a). This area of review 
is included on page 34, and 37 of the MTAG. 

Requirements: VR agencies are required to follow their State procurement processes in 
accordance with the Uniform Administrative Requirements in 2 C.F.R. § 200.317, which states 
“when procuring property and services under a Federal award, a State must follow the same 
policies and procedures it uses for procurements from its non-Federal funds.” This includes 
Hawaii Public Procurement Code (HRS Chapter 103D) governing the procurement, 
management, and control of goods and services, as well as the applicable contractual clauses 
detailed in 2 C.F.R. § 200.326.  

In accordance with the Uniform Guidance at 2 C.F.R. § 200.302(a): “Each State must expend 
and account for the Federal award in accordance with State laws and procedures for expending 
and accounting for the state's own funds. The State's and the other non-Federal entity's financial 
management systems, including records documenting compliance with Federal statutes, 
regulations, and the terms and conditions of the award, must be sufficient to permit the 
preparation of reports required by program-specific terms and conditions of the award, including 
records documenting compliance, and the tracing of funds to a level of expenditures adequate to 
establish that such funds have been used according to the Federal statutes, regulations, and the 
terms and conditions of the Federal award.”  

In addition, 2 C.F.R. § 200.302(b) states that the financial management system of each non-
Federal entity must provide effective control over, and accountability for, all funds, property, and 
other assets. The non-Federal entity must adequately safeguard all assets and assure that they are 
used solely for authorized purposes. This requirement is consistent with the definition of 
“internal control over compliance requirements for Federal awards” in 2 C.F.R. § 200.62(a)(3).  

Agencies are also required to have written policies governing the nature and scope of each of the 
VR service specified in 34 C.F.R. § 361.48 and the criteria under which each service is provided 
(34 C.F.R. § 361.50(b)(1)). The policies must describe the nature and scope of services that will 
be provided to individuals and groups of individuals with disabilities, and the criteria that will be 
used to determine the provision of those services.  
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Analysis: RSA found several areas of concern that fall within the procurement process focus 
area. Components of this finding were identified in the FFY 2012 monitoring report for DVR 
and, therefore, are repeat findings for the agency.  
 
Insufficient Procurement Processes: DVR contracts are structured in a manner that does not 
delineate the Federal award(s) to which the contract would be assignable to ensure they are 
charged to the correct Federal award or cost objective. Contracts outlined service provision, but 
did not indicate which funding sources pay for the services to ensure expenditures were charged 
to the appropriate Federal award/funding source. Subsequently, VR Federal funds could be 
expended for services that occurred outside the period of performance. As invoices from vendors 
do not delineate the Federal award from which the services should be paid and the agency pays 
for services based upon the receipt date of the invoice instead of date of obligation, RSA could 
not determine whether VR funds used to pay for services were from the correct Federal award. 
Additionally, since the agency budgets five years of Federal and State funds at the start of each 
contractual agreement, the agency was unable to determine when the obligation occurred, the 
correct period of performance, the correct FFY award to assign the expenditure to, and the 
amount of funds remaining unspent at the end of each contractual period.  

Hawaii Revised Statute (HRS) § 3-122-135 lists the types of allowable contractual agreements 
DVR may enter into with a vendor. However, HRS § 3-141-501 allows for waivers of 
compliance whereby “the administrator may, for good cause, upon his or her own initiative or 
upon application by the head of a purchasing agency, waive a purchasing agency's compliance 
with these rules.” DVR has implemented agreements in which service provision begins prior to 
the signature of the contract. DHS Procurement Guide in Section 3b(16) and (17) allow for the 
use of a retroactive contract if CPO approval is delayed and HRS § 131-1 defines a retroactive 
contract as “After-the-fact” which means a request for approval, unless the context requires 
otherwise, for a procurement made in violation of proper procedures. DVR uses this authority to 
enter into agreements with vendors prior to the obligation of the contract. In these instances, the 
vendor agrees to provide the services under a retroactive services agreement in which they 
continue to provide the services in absence of payment with the potential risk of not being 
reimbursed for the services provided.  

While HRS may allow for after the fact approval, it appears these were intended to be the 
exception and not the rule. Federal requirements require VR agencies to have written processes 
governing the allowability of costs defined in the cost principles (2 C.F.R. § 200.302(b)(7)), 
records identifying the source of Federal funds used for authorizations, obligations and 
expenditures (2 C.F.R. § 200.302(b)(3), employ methods of administration to ensure accurate 
financial accountability (34 C.F.R. § 361.12), and follow period of performance requirements of 
the award in accordance with 2 C.F.R. part 200.  

In some instances, DVR’s agreements were for services provided near the end of the Federal 
fiscal year. DVR was unable to substantiate whether the signature on the agreements occurred 
prior to the end of the Federal fiscal year. As a result, RSA was unable to determine whether the 
obligation should have been assignable to the current Federal fiscal year since, in some instances, 
the services occurred in the subsequent Federal fiscal year. Obligation (2 C.F.R. § 200.71) and 
period of performance (2 C.F.R. § 200.77) requirements state that services must be obligated 
within and benefit the period of performance of the Federal award. This significant lack of 
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internal controls results in DVR’s inability to ensure all services are obligated and occur prior to 
the end of the period of performance. Additionally, the agency has no processes to pay the 
vendors for services rendered in the absence of a signed agreement prior to the end of the period 
of performance (34 C.F.R. § 361.50 and 2 C.F.R. § 200.302(b)(7)) to ensure proper liquidation 
of funds. 

Additionally, DVR contracts do not include all required terms and conditions. HRS § 103D-501 
states that contract terminations must include written termination language that states a contract 
may be terminated for any reason the agency determines termination is warranted. During the 
on-site visit when RSA discussed unallowable costs or circumstances in a contract provided by 
DVR, the agency stated that the contract had been terminated. However, DVR was unable to 
provide documentation demonstrating the termination of any agreement. Without termination 
language, the agency is not in compliance with its own State procurement policies, nor is it able 
to demonstrate compliance with the terms and conditions of contractual agreements or Federal 
requirements.  

 
Lack of Contract Monitoring and Internal Controls: This is a repeat finding from FFY 2012. 
While the agency had written contractual monitoring processes, it was not implementing them 
accordingly. During the on-site visit, DVR had contractual agreements that had been in place for 
years and the agency had no systematic plan or process to monitor/review contractual 
agreements to determine compliance with contractual and Federal requirements.  
 
During on-site discussions, the agency indicated it did not have sufficient staff to conduct 
ongoing monitoring of contracts to ensure compliance with the terms and conditions of the 
agreement. Therefore, the agency was not monitoring contracts to ensure—  

 
• Services were provided in accordance with the terms and conditions of the 

agreements; 
• Only allowable VR costs were being paid; and 
• All expenditures were supported by adequate documentation demonstrating 

compliance with the terms and conditions of the grant award. 

To determine whether vendors were providing only allowable VR services to VR clients, RSA 
requested DVR provide supporting documentation from a vendor for services rendered in 
accordance with a vendor invoice. The agency was unable to provide the supporting 
documentation required to verify the expenditures billed were for allowable VR purposes. DVR 
did not have sufficient internal controls for contract monitoring to accurately account for all 
Federal and non-Federal funds spent in the VR program as required by 2 C.F.R. § 200.328.  

RSA found the agency had no processes to determine if costs not associated with the provision of 
services were allowable, allocable, necessary or reasonable (2 C.F.R. §§  200.405 – 407). For 
example, DVR administers a contract with the City of Honolulu in which DVR pays for 
supervisor costs for staff located in the Ho’opono Center and Hoala. The supervisor is not a 
DVR employee and supervises other non-DVR staff. The contract states DVR will reimburse the 
supervisor’s expenses for rent, telephone and equipment costs. When asked to verify if the costs 
paid were allocable to the VR program based upon the relative benefit received, the VR agency 
stated it was unaware this was a requirement. Additionally, DVR reimbursed the staff working at 
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both centers for travel time, including out-of-state travel, and were unable to substantiate if the 
travel was for allowable VR purposes. In instances where the contractor serves other providers, 
the costs assignable to VR for operational activities must be shared proportionally by all 
benefiting programs. Since DVR does not require supporting documentation of expenditures, 
DVR had no way to demonstrate if all the costs associated with the City of Honolulu were 
allowable, allocable, necessary and reasonable. When asked what basis the VR agency used to 
determine proportional benefit when drafting the contract, the agency indicated those costs had 
always been paid and were considered an ongoing contract cost. DVR had no process to 
determine reasonableness, or to review older contracts to determine when adjustments or 
terminations were necessary. DVR did not have procedures to ensure the allowability of all 
contract costs assigned to a grant award. 

Unallowable Service Arrangement: This is a repeat finding for DVR, as it was initially identified 
in RSA’s FFY 2012 monitoring report. On July 8, 1974, the Department of Human Services 
(formerly the Department of Social Services and Housing) and DVR entered into a MOA with 
the Hawaii Department of Education (DOE) to jointly administer and fund a transition program, 
the Special Education Vocational Rehabilitation (SE-VR) Work Study Program, for students 
with disabilities who were transitioning from school to work. The MOA was updated December 
15, 1981 and an internal document titled SE-VR Work Study Program Guidelines (also referred 
to as The Yellow Book) were published in August 2003. In preparation for the site visit, RSA 
asked for the most updated guidelines regarding the SE-VR work study program. Despite the 
requirement in a previous on-site monitoring visit to update the MOA and to update the Program 
Guidelines to ensure all costs were allowable, allocable, and reconciled from budgeted costs to 
actual costs, the agency provided the version published August 2003. Discussions with staff 
concluded that the agency had not implemented any of the revised versions of the guidelines 
developed as a result of the site visit in 2012, despite sending a Letter of Assurance to RSA dated 
August 23, 2012 signed by the Director, indicating that DVR would comply with all of the 
requirements outlined in the corrective actions set forth in DVR’s Corrective Action Plan. 

Although the agency updated the guidelines for services for the SE-VR Work Study Program in 
2003, it has not updated the agreement with the Department of Education since 1981. During the 
on-site visit in FFY 2012, the agency stated that the Guidelines constituted the MOA. Typically, 
a memorandum of agreement (as the SE-VR Work Study agreement was referred to by DVR), is 
developed in the spirit of collaboration, not an authority for the exchange of funds. RSA 
indicated in 2012 that the guidelines did not constitute a MOA. The guidelines describe DVR’s 
internal processes for reviewing invoices, setting up agreements with schools, and the array of 
services the Hawaii Department of Education staff will provide. It is not an agreement between 
the Hawaii Department of Education and DVR. While DVR stated that the SE-VR Work Study 
was a contractual agreement, it does not meet Federal requirements in 2 C.F.R. § 200.22 and 
200.317, State requirements in Hawaii Revised Statutes (HRS) including, but not limited to, 
Chapter 103D, and the terms and conditions of the grant award. Without a legal signed 
agreement for services, the agency lacks administrative control over the Federal funds, and does 
not have adequate control to ensure the funds are used only for allowable VR purposes. Based 
upon the WIOA amendments to the Rehabilitation Act in 2014 and guidance issued in 34 C.F.R. 
part 361 and 2 C.F.R. part 200, new requirements have been implemented since the execution of 
the SE-VR Work Study in 1974 signed MOA in 1981. As such, the uniform administrative 
requirements strengthened procurement requirements (2 C.F.R. § 200.317, including contractual 
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provisions in 2 C.F.R. § 200.326), requirements for fiscal documentation (2 C.F.R. § 200.302), 
and internal controls (2 C.F.R. § 200.303). As a result, DVR must develop a legal written 
instrument for the procurement of services. Since funds are being spent for such services, DVR 
needs an agreement demonstrating it is still in control of the administration and obligation of the 
funds in accordance with 34 C.F.R. § 361.13.  
 
Additionally, while DVR has implemented guidelines for invoice reviews, DVR does not 
coordinate the development of budgeted costs. The school districts determine the budgeted 
amount needed based upon the potential students served and overall cost to serve them. While 
DVR sets an amount per school year, the schools can determine if an increase in cost is 
warranted and does not need additional approval from DVR to charge more. DVR receives 
monthly summaries of costs and reviews the summary to ensure VR expenditures are not paying 
for individuals not eligible for VR. If the list includes individuals not eligible for VR, those costs 
are backed out of the total cost VR reimburses the vendor. However, DVR does not receive an 
invoice sufficient to identify the specific type of service provided and the amount of funds spent 
(2 C.F.R. § 300.302(b)(3)). Therefore, DVR does not know the actual cost per service per 
student. 
 
When asked what documentation the VR agencies receives to verify expenditures outlined in the 
contract with the City of Honolulu (e.g., indirect costs, travel costs, rent, and utilities, etc.) the 
agency stated it does not collect any documentation for such costs because the State procurement 
policies do not require it to do so. The summaries of services that the agency receives do not 
contain supporting documentation for these administrative expenditures, nor are they sufficient 
for the agency to determine VR expenditures are allowable, allocable, necessary and reasonable 
in accordance with 2 C.F.R. § 200.405-407. The VR agency is also unable to demonstrate 
responsibility for the administration and obligation of the funds in accordance with 34 C.F.R.  
§ 361.13. 
 
Unallowable Expenditures: As mentioned above, the agency had no process to determine 
whether contractual costs charged to the VR award were allocable based upon the proportional 
benefit received. DVR was paying for unallowable expenditures in the VR program (34 C.F.R.  
§ 361.3). Some of the contractual agreements with DVR include a statement that an advance of 
up to 12 percent of the yearly budget amount shall be made upon submission by the provider of 
invoices and that adjustments may be made to “monthly allotments” so that the payments 
advanced does not exceed the value of one-twelfth of the yearly budget amount of the contract. 
When RSA asked DVR about the circumstances in which these costs were paid the agency 
indicated it no longer had contracts with such costs, nor paid them. However, the agency had 
provided RSA with multiple contracts in which such costs were paid within the period of the 
review of the monitoring visit. When RSA asked the VR agency to demonstrate what the costs 
represented, DVR was unable to substantiate those expenditures. Similar to DVR not collecting 
supporting documentation for administrative costs paid to vendors, the agency did not maintain 
supporting documentation demonstrating the allowability of advance payments to vendors.  

An agency’s internal controls must ensure that only allowable expenditures are charged to the 
Federal award. As mentioned above, RSA’s review of contracts identified multiple contracts in 
which the VR agency paid for unallowable expenditures. While it is allowable to reimburse 
vendors for a fee that may include some ongoing operating expenditures, the agency must ensure 
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the costs are proportional to the benefit to the VR program, and VR funds can only be used to 
increase the vendors effectiveness, or to establish a facility to provide VR services if the 
establishment authority is used.  

The SE-VR Work Study supporting documentation for services rendered included a total 
monthly sum paid to the contractor for services. The total contract cost was determined based 
upon the cost the vendor needed to run its program, not on an analysis of what was reasonable, 
necessary, and allocable to the VR program. A review of supporting statements of service 
provision demonstrated the contract costs included equipment the contractor may need as well as 
ongoing operational expenditures. DVR had not completed any type of cost analysis to determine 
whether the contract costs were allowable based upon the proportional benefit to the VR program 
in accordance with 2 C.F.R. §§ 200.403 through 200.405. The VR agency is responsible for 
having internal controls for review of contract proposals to ensure the agreed upon costs are 
allowable, necessary, and allocable to the VR program.  

No Policy Governing Rates of Payment for Services: DVR did not have written policies 
governing the rate-setting methodology used to assign costs for purchased VR services. 
Discussions with agency staff members during the on-site visit demonstrated that most payment 
methodologies had been set years ago and DVR had no documentation regarding how the rates 
were determined. Additionally, while the agency stated it had updated processes to redetermine 
rates at the time of contractual renegotiations, that process was slow and DVR could not 
demonstrate current payments for services rendered were allocable, or reasonable in accordance 
with 2 C.F.R. §§ 200.405 through  407. While the agency was working to update contractual 
agreements and provisions, DVR had no documented processes for reassessing contract costs. 
Because DVR does not have written policies governing the rate-setting methodology the agency 
uses to assign costs for purchased VR services, and it has no clear guidelines to determine 
authorized rates of payment for VR services, DVR cannot ensure that all expenditures incurred 
for the provision of purchased VR services are allowable, reasonable, and allocable to the VR 
program. Therefore, DVR cannot assure that it is administering the VR program in a proper and 
efficient manner and ensuring financial accountability. For these reasons, DVR has not complied 
with the VR administration and internal control requirements set forth at 34 C.F.R. § 361.12 and 
2 C.F.R. § 200.303(b), respectively. 
 
Conclusion: As described above, DVR does not maintain effective internal controls regarding 
contract development, procurement, and management that provide reasonable assurance the non-
Federal entity is managing the Federal award in compliance with Federal statutes, regulations, 
and the terms and conditions of the award, as required by 34 C.F.R. § 361.12 and 2 C.F.R.  
§ 200.303. Specific internal control areas of deficiency include contract development and 
execution to ensure accuracy and reasonableness, adherence to State procurement policies, 
oversight of grant-supported activities, rate setting for purchased services, and overall 
accountability. Collectively, these deficiencies suggest generalized, systemic deficiencies within 
the agency’s control environment. The unallowable costs identified above represent questioned 
costs. 

Corrective Actions: RSA requires that DVR—  
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4.3.1 Immediately cease using VR program funds to pay for contract costs that must be 
allocated across multiple cost objectives in accordance with 2 C.F.R. § 200.405; 

4.3.2 Within 120 days after the issuance of the final monitoring report, implement policies and 
procedures requiring all service providers submit invoices that detail services provided to 
each individual, the amount of time spent serving each individual, and the supporting 
documentation for any administrative expenditures, thereby enabling DVR to ensure—  

a. Only costs that are allowable, reasonable, and allocable to the VR program are 
included in the contract; and  

b. All project costs have been determined to be allowable, reasonable, and allocable 
to the VR program; 

4.3.3 Within 120 days after the issuance of the final monitoring report, revise contracts, as 
necessary, to ensure that costs, such as rent, utilities, and travel, are allocated across all 
programs and agencies that benefit from such costs;  

4.3.4 Within 120 days after the issuance of the final monitoring report, implement an updated 
signed MOA for the SE-VR Work Study, and ensure costs are determined by DVR, 
verified against actual expenditures, and implemented with each school district based 
upon reasonable costs, and submit to RSA, and update the Guidelines to ensure effective 
control over VR program funds; 

4.3.5 Develop and implement processes to monitor contracts and vendors, including steps the 
agency will take to ensure adherence to contract requirements, and timelines in which the 
VR agency will review current contracts, as required by 2 C.F.R. § 200.328; 

4.3.6 Develop and implement written policies or procedures governing the manner in which 
DVR will set fees for purchased VR services that are based on allowable, reasonable and 
necessary costs established by the agency, as required in 34 C.F.R. § 361.50(c)(1); and, 

4.3.7 Revise SF-425 submissions to remove unallowable contract costs. 
 
NOTE: The references to finding and corrective action numbers contained in DVR responses 
reflect the original number in the draft report (i.e., 4.4) versus the final monitoring report (i.e., 
4.3). 
 
VR Agency Response: DVR identified the need for clarification associated with RSA’s 
monitoring report citation of “Insufficient Contract Development, Management and Oversight   
This includes Hawaii Public Procurement Code (HRS Chapter 103D) governing the 
procurement, management, and control of goods and services, as well as the applicable 
contractual clauses detailed in 2 C.F.R. § 200.326.“ This reference in the monitoring report omits 
HRS 103F. HRS 103D is only related to procurement for the state entity as the beneficiary, 103F 
is procurements for beneficiaries of health and human services.  
 
The monitoring report’s reference of 2 C.F.R. § 200.326 is associated with bonding requirements 
for construction based on current updates to the regulations. DVR would appreciate the current 
regulation be referenced as updated as DVR is unclear if RSA is referring to DVR renovation 
projects such as the Ho’opono facility repairs, and the Randolph Sheppard renovations to blind 
vending facilities, or if the intended citation should be 2 C.F.R. § 200.327. 
 
In the monitoring report as referenced above, Hawaii Revised Statute (HRS) § 3-122-135 lists 
the types of allowable contractual agreements DVR may enter into with a vendor. However, 
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HRS § 3-141-501 allows for waivers of compliance whereby “the administrator may, for good 
cause, upon his or her own initiative or upon application by the head of a purchasing agency, 
waive a purchasing agency's compliance with these rules.” DVR noted that these citations are 
both Hawaii Administrative Rules (HAR) not Hawaii Revised Statutes (HRS). DVR would 
appreciate clarification as to whether this is an RSA citation in the monitoring report that has 
been updated after monitoring, and that the updated citation be referenced in the final monitoring 
report for DVR to address updates on internal controls as applicable. 
 
DVR would appreciate clarification on the reference to "HRS § 131-1 which defines a 
retroactive contract as “After-the-fact.”  DVR understands that this should have been written as 
HAR but would appreciate RSA clarification. DVR is seeking clarification as to whether the 
citation should have been HAR 3-131-1 in order for DVR to address updates on internal controls 
as applicable. 
 
RSA’s 2019 Monitoring Report draft notes DVR did not have sufficient internal controls for 
contract monitoring to accurately account for all Federal and non-Federal funds spent in the VR 
program as is required by 2 C.F.R. § 200.328. DVR is seeking clarification regarding this 
citation of 2 C.F.R. § 200.328 which talks about data elements being approved by OMB. It is not 
clear if this was intended to cite 2 C.F.R. § 200.329 as an updated regulation, or another 
regulation. 
 
DVR identified the need for clarification associated with RSA’s monitoring report citation of 
“HDVR Unallowable Service Arrangement - RSA found the agency had no processes to 
determine if costs not associated with the provision of services were allowable, allocable, 
necessary or reasonable (2 C.F.R. § 200.405 – 407).” As 2 C.F.R. § 200.407 references prior 
approval, DVR would appreciate clarification if this regulation cited in the report should be 
200.403-406 as we are not clear if the reference to 407 and omission of 403 and 405 was 
intended (200.404 specifically for determining reasonableness). 
 
DVR would appreciate clarification arising from RSA’s monitoring report where it references SE-
VR: “the agency to determine VR expenditures are allowable, allocable, necessary and 
reasonable in accordance with 2 C.F.R. § 200.405-407” as to whether RSA has omitted a 
reference to 2 C.F.R. § 200.404 with regards to this finding which indicates DVR is failing to 
follow prior approval with regard to SE-VR which would be required for qualified purchases per 
DVR’s existing internal controls. Since monitoring, DVR has limited SE-VR expenditures for 
only paid work-based learning experiences under the current MOU and internal controls. These 
payments are based on hourly minimum/prevailing wage that does not qualify as needing prior 
approval.  
 
Under corrective action 4.4.5 in the monitoring report, DVR identified another citation for 
200.328 which talks about data elements being approved by OMB and would appreciate 
clarification if an updated C.F.R. should now be cited here (2 C.F.R. § 200.329), in order for 
DVR to implement improvements to internal controls as applicable. 
  
RSA’s Corrective Action 4.4.2 links every cost to an individual and a specific service time; but 
Pre-ETS services are always group based, and so are some of DVR’s non-Pre-ETS 
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services. Therefore, DVR is requesting technical assistance in order to address compliance with 
the above instructions.  
 
In March 2021 DVR will submit an updated Scope of Services and sample supporting 
documentation for DVR’s contract with the City and County of Honolulu to RSA.  

RSA Response: RSA appreciates the VR agency’s efforts to address the corrective action items. 
Once the corrective action plan is developed, RSA will work with the VR agency to determine if 
updated processes result in meeting Federal requirements and ongoing compliance. The finding 
and the required corrective action items remain unchanged. 
 
After reviewing the draft report, DVR submitted multiple progress updates. Although RSA was 
not able to publish all of the progress updates, the information will be helpful to DVR as it 
updates formal DVR policies, procedures, processes, guidance documents and contracts. Please 
submit revised policies, procedures, processes, guidance documents and contracts to RSA for 
review once the corrective action plan has been developed and approved. RSA will provide 
technical assistance with the review and revision of fiscal management internal controls and 
related documentation. 
 
All citations from the Uniform Administrative Guidance (2 C.F.R. § 200) are taken from the 
version that was in effect prior to November 12, 2020. That version was in effect during the time 
this monitoring was conducted. 
 
Agency Request for Technical Assistance: DVR requests technical assistance with the review 
and revision of referenced fiscal management internal controls and related documentation for 
best practices.  
 
DVR would appreciate additional technical assistance and clarification from RSA on 
the referenced 4.4.2 Corrective Action, as it appears to be broad and includes an instruction that 
doesn’t allow sufficient flexibility for the variety of contractual agreements that DVR needs to 
use.  
 
DVR is requesting technical assistance on the corrective action 4.4.6, specifically: Because 
Hawaii is the only island state, and because our population is so small, in several service areas 
there may be a single vendor with a monopoly. In these circumstances, competitive bidding may 
not always provide a reasonable price, even when it provides the only available price (while 
avoiding price gauging). 
 
DVR is requesting Technical Assistance with our Infrastructure Agreements (IFAs) between 
DVR and the American Job Centers on each island. These IFAs use a proportional benefit 
method to determine fiscal responsibility for each member of the partnership in accordance with 
2 C.F.R. § 200.405(d). In this circumstance, DVR is requesting a review of the IFA documents 
and assistance in the form of suggested language or corrections to ensure that the formula for 
determining proportional benefit, meets with the corrective action.  
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4.4 Prior Approval Requirements Not Met 

Issue: Whether DVR satisfied prior approval requirements in 2 C.F.R. § 200.407. This area of 
review is included on page 36-37 of the MTAG. 

Requirements: The Uniform Guidance at 2 C.F.R. § 200.407, includes a list of specific 
circumstances for which prior approval from the Federal awarding agency in advance of the 
occurrence is either required for allowability or recommended in order to avoid subsequent 
disallowance or dispute based on the unreasonableness or non-allocability. For example, 2 
C.F.R. § 200.439(b)(1) states that capital expenditures for general purpose equipment, buildings, 
and land are unallowable as direct charges, except with the prior written approval of the Federal 
awarding or pass through entity. The Uniform Guidance at 2 C.F.R. § 200.62(a)(3) also requires 
the agency have internal control over compliance requirements for Federal awards to 
demonstrate compliance with Federal statutes, regulations, and the terms and conditions of the 
Federal award. 

On November 2, 2015, the Department of Education adopted the final regulations found in 2 
C.F.R. part 200 (Federal Register notice 80 FR 67261). The Department issued notifications to 
grantees regarding the new requirements and made training and technical assistance documents 
available to grantees to assist in implementation of the new requirements. To ensure that RSA 
grantees were aware of the applicability of the prior approval requirements, RSA included a 
special clause on the FFY 2016 Grant Award Notifications that stated, in pertinent part:  

the prior approval requirements listed in the Uniform Administrative Requirements, 
Costs Principles, and Audit Requirements for Federal Awards (Uniform Guidance) (2 
C.F.R. part 200) are applicable to this award… Grantees are responsible for ensuring that 
prior approval, when required, is obtained prior to incurring the expenditure. Grantees 
should pay particular attention to the prior approval requirements listed in the Cost 
Principles (2 C.F.R. 200 subpart E).  

In addition, information regarding the requirements in 2 C.F.R. part 200 was communicated to 
grantees via RSA’s listserv on September 23, 2015. 

Analysis: RSA requested the agency’s written policies, procedures or processes that ensure the 
agency was meeting the prior approval requirements when applicable. DVR policies included 
prior approval; however, DVR did not implement those requirements for all purchases requiring 
prior approval. DVR’s prior approval process for obligation and expenditure of equipment (2 
C.F.R. § 200.407(f) and (l)) was only applied to equipment purchased directly by the agency for 
clients or for administrative use. To determine whether the insufficient processes resulted in non-
compliance with the prior approval requirements, RSA reviewed agency expenditures. The 
review identified instances where the agency spent Federal funds on expenditures and 
obligations that had not received the required prior approval. A review of contracts and 
supporting documentation demonstrated that equipment was purchased by contractors with 
Federal funds used for VR purposes, exceeding the State’s capitalization threshold, and prior 
approval was not obtained in accordance with 2 C.F.R. §§ 200.313 and 200.439. Additionally, 
the agency was purchasing equipment with the income received from unassigned vending 
machines and had not received prior approval prior to the obligation of funds. Prior approval is 

https://www.federalregister.gov/articles/2015/11/02/2015-27766/uniform-administrative-requirements-cost-principles-and-audit-requirements-for-federal-awards-direct
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required if the source of payment is program income, Federal or non-Federal expenditures. 
Lastly, the agency directly charged administrative and clerical staff time to the VR award 
without prior approval in accordance with 2 C.F.R. § 200.413(c).  

Conclusion: RSA’s analysis found that DVR did not meet the prior approval requirements 
pursuant to the Uniform Guidance (2 C.F.R. § 200.407). 

Corrective Actions: RSA requires that DVR—  

4.4.1 Within three months after the issuance of the monitoring report, develop and implement 
policies and procedures, as well as a written internal control process, including a 
monitoring component, to ensure ongoing compliance with the prior approval 
requirements and the Frequently Asked Questions (FAQs) Prior Approval – OSEP and 
RSA Formula Grants, issued by OSERS on October 29, 2019. 

 
VR Agency Response: As noted in Agency response above, DVR has initiated process 
improvements to existing internal controls including prior approval procedures, monitoring, and 
training.  
 
RSA Response: RSA appreciates the VR agency’s efforts to address the corrective action items. 
Once the corrective action plan is developed, RSA will work with the VR agency to determine if 
updated processes result in meeting Federal requirements and ongoing compliance. The finding 
and the required corrective action items remain unchanged.  
 
As part of its response to the draft monitoring report, DVR submitted a significant amount of 
documentation to RSA that will be reviewed once a corrective action plan is developed to 
determine whether this finding can be resolved. Please incorporate into a formal policy, 
procedures, process or guidance document (as appropriate) information submitted as agency 
responses, including the language published in the monitoring report; then submit the documents 
to RSA. RSA will provide technical assistance to DVR as it reviews and revises its fiscal 
management internal controls and related documentation. 

Agency Request for Technical Assistance: DVR requests technical assistance with the review 
and revision of referenced fiscal management internal controls and related documentation for 
best practices. 
 
D. Technical Assistance 
 
In the course of the monitoring activities, RSA provided technical assistance to DVR as 
described below. 
 
Non-Federal expenditures incurred under the Randolph-Sheppard Vending Facility 
Program  

As explained here in this final monitoring report, RSA removed a draft monitoring finding 
pertaining to non-Federal expenditures incurred under the Randolph-Sheppard Vending Facility 
Program (RSVFP) and their allowability as sources for satisfying the State’s match and MOE 
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requirements under the VR program. In the draft Finding, RSA concluded that DVR had not 
reported non-Federal expenditures paid with set-aside funds, as defined at 34 C.F.R. § 395.1(s), 
on its SF-425s for the VR program. As a result, RSA concluded it was not able to determine, 
with certainty, whether the State of Hawaii had met its match and MOE requirements under the 
VR program.   

On February 24, 2021, RSA met with the Hawaii DVR to discuss a variety of issues involving 
non-Federal expenditures incurred under the RSVP to determine which of those non-Federal 
expenditures could be used to satisfy the match and MOE requirements of the VR program. The 
purpose of the teleconference was to discuss in more detail the facts and legal issues raised in the 
draft finding. During the teleconference, RSA learned that Hawaii has not established a set-aside 
fund consistent with the requirements of the Randolph-Sheppard Act and 34 C.F.R. 395.9. 
Rather, Hawaii established a “Revolving Funds Account” pursuant to a 1993 settlement 
agreement, into which only the vendors at the Honolulu International Airport contribute. Under 
34 C.F.R. § 395.9, to create a set-aside fund, all blind vendors in the State must contribute.  
Therefore, the Revolving Funds Account does not meet the fundamental requirements of a set-
aside fund at 34 C.F.R. § 395.9 and is not reportable as such, for match and MOE purposes, 
under the VR program. Given this new information, the underlying legal issue of the draft 
Finding is now moot; therefore, RSA has removed it from this final report. 

In addition, RSA and DVR discussed other options that might be available to the agency for 
using non-Federal expenditures for satisfying the match and MOE requirements of the VR 
program. First, RSA provided technical assistance to DVR by clarifying that Hawaii may use 
expenditures paid with unassigned vending machine income under the RSVFP for match 
purposes under the VR program (i.e., for expenditures related to the acquisition and maintenance 
of equipment and for management services and supervision) because those expenditures are also 
allowable under the VR program. However, pursuant to 34 C.F.R. § 395.8 of the Randolph-
Sheppard Act regulations, such funds may be used for these purposes only after approval by a 
majority vote of blind vendors licensed by the State because the primary purpose for unassigned 
vending machine income is for retirement, health insurance, and vacation and sick leave benefits 
of blind vendors. Therefore, before Hawaii may use expenditures paid with unassigned vending 
machine income for match and MOE purposes under the VR program for the purchase of 
equipment, maintenance of equipment, and management services and supervision, a majority 
vote of blind vendors licensed by the State must first determine whether to use the funds for 
retirement, health insurance and sick/vacation leave. If DVR were to use unassigned vending 
income for the allowable VR activities as described, vending machine income which accrues to 
the State Licensing Agency in accordance with 34 C.F.R. § 395.32, constitutes set-aside funds as 
defined in 34 C.F.R. § 395.1(s) and must be reported for match and MOE purposes under the VR 
program. 

Second, RSA further clarified that Hawaii could use funds in the Revolving Funds Account (as 
established by the Settlement Agreement) to pay for expenditures, that would also be allowable 
VR program expenditures (e.g., purchase and maintenance of equipment, management services 
and supervision, acquisition of vending facilities, initial operating expenses, and initial stock and 
supplies), if the agency transferred those funds from the Revolving Funds Account to the VR 
program account, consistent with the requirements of 34 C.F.R. § 361.60. As such, the funds 
would constitute an intra-agency transfer of funds and could be considered an allowable source 
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of non-Federal funds for match and MOE purposes under the VR program. After much 
discussion regarding the technical assistance provided by RSA during the teleconference, DVR 
decided it did not want to use funds from the Revolving Funds Account as a source of match for 
the VR program given the funds are needed by the vendors for purposes not allowed under the 
VR program (e.g., to pay fair minimum return payments, vacation or sick leave payments, health 
insurance, or pensions) during the pandemic. As such, the agency decided there was no need to 
revise its SF-425s for FFY 2019 and would continue to report non-Federal expenditures, as it had 
been doing, on its FFY 2020 SF-425s.    

Maintenance of Effort 
 
RSA provided extensive technical assistance to DVR regarding the potential future maintenance 
of effort (MOE) penalty due to obligating more Federal funds than were awarded. During the on-
site visit, RSA provided technical assistance to DVR regarding match and MOE requirements for 
the VR award (34 C.F.R. § 361.60, and 34 C.F.R. § 361.62). RSA and DVR discussed the 
expected MOE penalty, and the affect the reduction in Federal funds would have on program 
operations. RSA and DVR discussed allowable sources of match in the VR program (34 C.F.R.  
§ 361.60(b)), including the requirement to report all non-Federal funds used to support the VR 
program (2 C.F.R. § 200.306) whether from allowable expenditures in operation of the 
Randolph-Sheppard program or from funds received via third-party cooperative arrangements. 
Additionally, RSA and DVR discussed the requirement that the non-Federal funds for match 
purposes are applicable to the fiscal year in which the funds were appropriated, meaning non-
Federal funds for match must be obligated or expended in the year of the appropriation of the 
award.  
 
Period of Performance 
 
RSA provided technical assistance to DVR regarding agency processes used to ensure accurate 
Federal tracking, reporting and accounting of Federal and non-Federal expenditures. RSA and 
DVR reviewed the requirements in 2 C.F.R. §§ 200.71 and 200.77 as well as 34 C.F.R. § 76.707 
that detail when an obligation is incurred for specific transactions along with the FAQ document 
issued on March 22, 2017 regarding the period of performance (RSA: Period of Performance for 
Formula Grant Awards FAQs). Technical assistance was provided regarding tracing the funds at 
the time of encumbrance and determining how to obtain this information from both the 
accounting system and the case management system. RSA and the agency discussed period of 
availability of Federal funds at the end of the period of performance, including the requirement 
to liquidate all remaining obligations within 90 days after the end of the period of performance (2 
C.F.R. § 200.328(b)), and how late liquidation requests and period of performance affect 
reporting requirements. RSA and DVR discussed putting processes in place to ensure contractual 
funds budgeted to one Federal award are not obligated in another Federal fiscal year if services 
occur before the signature of the contract or if the signature occurs in a future Federal fiscal year. 
This practice is unique to the State of Hawaii as its contractual requirements allow for services to 
occur before contracts are officially signed. Additionally, RSA clarified that when a refund is 
received from a prior year award, the refund must be applied to the Federal fiscal year award 
from which the original expenditure was made, in accordance with 2 C.F.R. § 200.406(a). 
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Internal Controls 
 
RSA provided technical assistance to DVR regarding the definition of and requirements for 
internal controls and reviewed the requirements for internal controls in the Uniform 
Administrative Requirements at 2 C.F.R. §§ 200.302(b)(4) and 200.303. While the agency had 
documentation of processes and requirements, it had no system in place to ensure those 
processes were implemented or staff adhered to such requirements. RSA and DVR discussed 
ways to review internal processes to ensure it evaluates and monitors its own compliance as well 
as taking prompt action in instances when non-compliance is identified. 
 
Cost allocation 
 
RSA provided technical assistance to DVR regarding cost allocation requirements when 
equipment or time and effort must be assigned to multiple cost objectives (2 C.F.R. §§ 200.405 
and 200.430). A cost is allocable to a particular Federal award or other cost objective if the 
goods or services are chargeable or assignable to that award in accordance with the relative 
benefit received. For equipment used by staff that work on multiple cost objectives such as the 
VR and OIB awards, the non-Federal entity must ensure the cost of the equipment is not paid for 
with only VR or OIB funds. DVR must ensure allocation of costs for the equipment is based on 
the relative benefit received from all staff that use the equipment. This may include a cost 
allocation methodology for assigning costs that reflects the proportional amount of time 
assignable and chargeable to each award, or via the indirect cost rate or cost allocation plan (2 
C.F.R. §§ 200.405(d) and 200.416). When determining reasonableness, the agency must have a 
documented process demonstrating how the reasonableness and allocation are determined based 
upon proportional benefit to the award. RSA and DVR also discussed how cost allocation must 
be treated consistently in accordance with 2 C.F.R. § 200.402(d), in which a cost may not be 
assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like 
circumstances has been allocated to the Federal award as an indirect cost. 
 
Contractual Requirements  
 
RSA provided technical assistance to DVR regarding the requirement to follow its own State 
procurement processes in accordance with 2 C.F.R. § 200.317. This includes the Hawaii Revised 
Statutes (HRS) including, but not limited to, Chapter 103D. HRS § 103D-309 which states that 
contracts are not binding unless funds are available, and § 103D-315 that addresses multi-year 
contract requirements. RSA and DVR discussed limitations the agency has regarding parceling 
contractual services. HRS § 3-131-2 limits the State’s ability to implement fee-for-service 
agreements with individual contractors for similar services. The statute allows the procurement 
officer to determine that procurements should be consolidated from multiple arrangements for 
services to one type of vendor in a consolidated procurement. This limits DVR’s ability to 
provide similar services through multiple vendors. 
 
RSA and DVR also reviewed the requirements for contractual provisions in accordance with 2 
C.F.R. part 200 – Appendix II. 
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Reporting Requirements 
 
RSA provided extensive technical assistance to the VR agency regarding reporting requirements 
in the RSA-2. This included detailed discussions of each reporting element in PD-14-02. The 
agency requested assistance in the different reporting requirements for staff working at 
Ho’opono versus staff working in the administrative office. Additionally, RSA clarified that staff 
time and effort working at Ho’opono is reported as direct service provision, not administrative 
time and effort as these staff are working directly with consumers. Additionally, administrative 
costs associated with this center should be reported as administrative costs in Schedule I.1.A 
instead of reporting such costs under services to groups in Schedule I.3.C.  
 
Third Party Cooperative Arrangements 
 
During the on-site visit, DVR requested, and RSA provided, extensive technical assistance 
regarding the requirements for third-party cooperative arrangements (TPCAs), in accordance 
with 34 C.F.R. § 361.28. 
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SECTION 5: FOCUS AREA – JOINT WORKFORCE INNOVATION 
AND OPPORTUNITY ACT FINAL RULE IMPLEMENTATION  

A. Purpose 

The Departments of Education and Labor issued the Workforce Innovation and Opportunity Act 
(WIOA) Joint Rule for Unified and Combined State Plans, Performance Accountability, and the 
One-Stop System Joint Provisions; Final Rule (Joint WIOA Final Rule) to implement Title I of 
WIOA. These joint regulations apply to all core programs of the workforce development system 
established by Title I of WIOA and the joint regulations are incorporated into the VR program 
regulations through subparts D, E, and F of 34 C.F.R. part 361. 
 
WIOA strengthens the alignment of the public workforce development system’s six core 
programs by compelling unified strategic planning requirements, common performance 
accountability measures, and requirements governing the one-stop delivery system. In so doing, 
WIOA places heightened emphasis on coordination and collaboration at the Federal, State, local, 
and Tribal levels to ensure a streamlined and coordinated service delivery system for job seekers, 
including those with disabilities, and employers. 
 
In FFY 2018, the Employment and Training Administration (ETA) in the U.S. Department of 
Labor; the Office of Career, Technical, and Adult Education; and RSA developed the WIOA 
Shared Monitoring Guide, which is incorporated in this focus area. RSA assessed the VR 
agency’s progress and compliance in the implementation of the Joint WIOA Final Rule through 
this focus area.  

B. Implementation of WIOA Joint Final Rule 

The RSA team reviewed the following topical areas: WIOA Partnership; Governance; One-Stop 
Operations; and Performance Accountability. To gather information pertinent to these topics, 
RSA staff reviewed a variety of documents including the Program Year (PY) 2016 Unified State 
Plan and PY 2018 modification; MOUs including the One-Stop Center Operating Budget and 
Infrastructure Funding Agreements (IFAs) related to the one-stop service delivery system; and 
other supporting documentation related to the four topical areas.  

WIOA Partnership 

WIOA requires States and local areas to enhance coordination and partnerships with local 
entities and supportive service agencies for strengthened service delivery, including through 
Unified/Combined State Plans. Beyond the partnerships reflected in the Governance and One-
Stop Operations sections of this focus area, Federal partners thought it was important for Federal 
agencies to inquire about the broader partnership activities occurring to implement many of the 
approaches called for within WIOA, such as career pathways and sector strategies. These require 
robust relationships across programs and with businesses, economic development, education, and 
training institutions, including community colleges and career and technical education local 
entities and supportive service agencies. The RSA review team explored how these activities are 
led and sustained to help assess how these initiatives are progressing within the State. 
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On May 29, 2020, The U.S. Departments of Education and Labor notified Governor Ige that the 
Hawaii WIOA Unified State Plan for PYs 2020 – 2023 was conditionally approved due, in part, 
to the inappropriate representation of the VR program on the State’s workforce development 
board. See below for more detail. On October 2, 2020, the Departments informed Governor Ige 
that the conditional approval remained in place until all deficiencies are resolved. At the time of 
this report, the plan has not been fully approved. 

Governance 

State Workforce Development Boards (SWDBs) and Local Workforce Development Boards 
(LWDBs), which should include representation from all six core programs, including the VR 
program, set strategy and policies for an aligned workforce development system that partners 
with the education continuum, economic development, human services, and businesses. The VR 
representative on the SWIB must be an individual who has optimum policy making authority for 
the VR program, and each LWDB is required to have at least one representative from programs 
carried out under Title I of the Rehabilitation Act (other than Section 112 or part C of that Title). 

SWDB 
 
In Hawaii, the Workforce Development Council (WDC) serves as the SWDB to lead the State’s 
implementation of WIOA and it functions as an “information clearinghouse” for all workforce 
development programs in the State. The WDC is an attached agency to the Department of Labor 
and Industrial Relations. In accordance with HRS Chapter 202, the WDC is a 41-member 
advisory commission comprised of both public and private sector representatives, selected by the 
Governor to serve in staggered four-year terms on the basis of their knowledge of workforce 
development programs in Hawaii. The Director of the Hawaii Department of Human Services 
represents DVR and the TANF program on the WDC. At the time of the monitoring review, the 
DHS director delegated representation of the VR program to the VR director and TANF to the 
TANF director. As such, the DHS director’s full vote was split between the two directors, who 
each receive half of a vote. Therefore, DVR, a core program, did not receive a full vote and its 
vote would be cancelled if the TANF director voted differently than the DVR director. In 
response to technical assistance provided by RSA to DVR and the WDC during the monitoring 
review and PY 2020 State Plan review process, the DHS director sent a letter to the Hawaii 
Workforce Development Council Chairperson on September 25, 2020, designating the DVR 
director as the DHS director’s designee with one full vote. 
 
There are four LWDBs established to represent each local workforce area in the State of Hawaii. 
DVR branch managers and other staff represent the VR program on each of these boards. During 
the on-site monitoring review, DVR indicated having a productive working relationship with the 
LWDBs that assists the VR program in meeting the requirements set forth in WIOA and building 
partnerships.  

One-Stop Operations 

The one-stop delivery system brings together workforce development, educational, and other 
human resource services in a seamless customer-focused service delivery network that enhances 
access to services and improves long-term employment outcomes for individuals receiving 
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assistance. One-stop partners administer separately funded programs as a set of integrated 
streamlined services to customers. 

In documents DVR submitted prior to the on-site monitoring review and in discussions on-site 
with its State partners, DVR demonstrated that it has made progress in implementing the 
requirements related to the one-stop service delivery under WIOA, but DVR and its partners also 
acknowledged that there is room for growth. 
 
DVR staff are assigned as liaisons to and visit comprehensive one-stop centers on a part-time, 
monthly basis (e.g., Oahu and Hawaii counties) and weekly basis (e.g., Maui and Kauai 
counties). Effective July 1, 2019, a contracted DVR worker was located full-time at the Oahu 
American Job Center (AJC), “providing youth services along with information and referrals 
services for DVR.” This accounts for a variety of ways in which DVR provides the applicable 
career services, under the VR program, to jobseekers and workers in comprehensive centers and 
access to the VR program. Similar to VR services coordinated by DVR outside the context of the 
one-stop service delivery system, DVR may work with applicants or eligible individuals with 
disabilities to coordinate the wide array of VR services necessary to assist individuals with 
disabilities in one-stop centers, if the individual accesses the VR program there. However, DVR 
shared that many of the VR services it provides often take place elsewhere, such as CRPs, 
schools, work sites, and other locations in the community. DVR said it remains committed to the 
model of delivering VR services in the most integrated setting possible with providers and 
entities who specialize in working with individuals with significant or most significant 
disabilities. 
 
To provide an example of how DVR collaborates with State partners, DVR provided RSA with 
MOUs from the four local workforce areas: 
 

• Hawaii County Workforce Investment Board; 
• Kauai County Workforce Investment Board; 
• Maui County Workforce Development Board; and 
• Oahu Workforce Development Board. 

 
DVR reported that it was typically a branch administrator who negotiated with WIOA partners in 
developing MOUs for the one-stop service delivery system. The DVR Director served as the 
signatory on the MOUs. 
 
During the on-site monitoring review, representatives from the WDC and the Oahu local board 
discussed with RSA how State partners in Honolulu County have begun to develop linkages to 
establish pre-apprenticeship programs in Oahu High Schools, informational employer events, job 
fairs, training workshops, and other coordinated strategies. 
 
Although four WIOA-compliant MOUs were fully executed at the time of the on-site monitoring 
review, WIOA partners had not finalize IFAs for two of the four local areas (i.e., Hawaii and 
Kauai counties) for PYs 2018 and 2019.  
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Performance Accountability 

Section 116 of WIOA establishes performance accountability indicators and performance 
reporting requirements to assess the effectiveness of States and local areas in achieving positive 
outcomes for individuals served in the workforce development system. WIOA requires that these 
requirements apply across all six core programs, with a few exceptions. RSA reviewed the VR 
agency’s progress and implementation of performance accountability measures and data sharing 
and matching requirements. DVR was unable to provide RSA with sufficient policies and 
procedures for using supplemental wage information when UI wage records are not available. 
RSA advised DVR to develop these policies and procedures and train staff so that consistent use 
of supplemental wage information occurs throughout the VR program.  

Effectiveness in Serving Employers  

The WIOA core partners chose to use “retention with the same employer in the second and 
fourth quarters after exit” and the “repeat business” rates as the two piloted measures for 
effectiveness in serving employers. DVR reported that it shares this data with its partners for 
inclusion in Federal reporting to ETA.  

The WDC Employer Engagement Committee has undertaken two significant projects to improve 
the system’s services to employers. The first is the development of the Statewide Business 
Services Framework Plan to implement a strategic and coordinated approach for the core 
partners’ business services. The second is an assessment of employers’ current awareness, 
perception, and use of AJC services. The purpose of the assessment is to lead to 
recommendations on branding, communications, outreach, and business service improvements 
that will meet the needs of Hawaii’s employers. The goal of the Employer Engagement 
Committee is to increase employer participation rates, including repeat customers and to increase 
the retention rates of employees placed into employment by the AJCs. This rate would help raise 
the confidence of employers in the workforce system and lead to increased employer 
engagement.  

Unique Identifier, Co-Enrollment, and Additional Measures 

The WDC Data Management and Technology Committee has been working to improve the 
delivery of WIOA services for individuals. The WDC applied for and was awarded $1.1 million 
from ETA as part of its Reemployment and System Integration Dislocated Worker Grants. Using 
funding from the grant, the Committee has been developing a Single Sign-On Registration 
System to streamline the application process for individuals who seek employment and 
educational services; integrate the participant management systems of WIOA Titles I, II, III and 
IV; and advance the reporting by WDC and other WIOA-related agencies. The Single-Sign On 
Registration System is the first step in providing an integrated system for the State and improves 
overall coordination among the core partner programs.  

DVR reported that it reports co-enrollment of participants with other WIOA programs, in 
accordance with 34 C.F.R. § 677.160 when VR counselors or other staff learn of it from the 
participant or State partners.  



 

76 

The State partners decided not to establish additional performance indicators for the six core 
programs; however, each partner is tracking additional information as necessary for its own 
agency purposes. 

Unemployment Insurance Data Matching 

DVR uses quarterly Unemployment Insurance (UI) wage information to report the primary 
indicators of performance and executed a data sharing agreement for unemployment insurance 
data in 2018. DVR explained that once it began receiving matching data for VR program 
participants, in March of 2019, DVR staff soon learned that many more participants applied to 
the VR program with employment, than reported, and many participants obtained employment 
following exit. DVR indicated that it will continue to monitor this rich data source; however, 
preliminary results showed that the agency’s employment rate and post-exit measures (e.g., 
employment in the second quarter after exit) were higher than previously known. DVR reported 
that it also intends to use this information for its Ticket-to-Work program with the Social 
Security Administration.  

At the time of the monitoring review, DVR and its State partners were reviewing the State Wage 
Interchange System (SWIGS) to facilitate the interstate exchange of wage data between and 
among participating States. DVR staff indicated that it is not uncommon for VR program 
participants to work in California, for example, and other States on the mainland, thus having 
access to this information would be useful. On September 16, 2020, the Hawaii DVR, 
Department of Education, Workforce Development Division, Workforce development Council 
and Unemployment Insurance Division entered into a SWIS data sharing agreement. 

C. Findings and Corrective Actions 
 
RSA’s review of DVR in this focus area resulted in the identification of the following finding 
and corresponding corrective actions.  
 
5.1 One-Stop Service Delivery System Memoranda of Understanding and Infrastructure 
Funding Agreements 

Issue: Has DVR executed MOUs, including IFAs, with each LWDB and other one-stop partners 
satisfying 34 C.F.R. § 361.420 and 34 C.F.R. § 361.500, as well as policy guidance issued jointly 
by the U.S. Departments of Education and Labor.  

Requirements: The DSU has sole responsibility for the VR program’s participation as a partner 
in the one-stop service delivery system (34 C.F.R. § 361.13(c)(1)(v) and (2)). As a required one-
stop partner pursuant to 34 C.F.R. § 361.420, the DSU must— 
    

• Provide access to the VR program through the one-stop delivery system, in addition to 
any other appropriate locations; 

• Use a portion of its funds, consistent with the Rehabilitation Act, as amended by Title IV 
of WIOA, and with Federal cost principles in 2 C.F.R. parts 200 and 3474 (requiring, 
among other things, that costs are allowable, reasonable, necessary, and allocable), to—  

o Provide applicable career services; and 
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o Work collaboratively with the State Board and LWDBs to establish and maintain 
the one-stop delivery system. This includes jointly funding the one-stop 
infrastructure through partner contributions that are based upon—   
 A reasonable cost allocation methodology by which infrastructure costs 

are charged to each partner based on proportionate use and relative benefit 
received; 

 Federal cost principles; and 
 Any local administrative cost requirements in the Federal law authorizing 

the partner's program. (This is further described in 34 C.F.R. § 361.700.); 
• Enter into an MOU with the LWDBs relating to the operation of the one-stop delivery 

system that meets the requirements of 34 C.F.R. § 361.500(b); 
• Participate in the operation of the one-stop delivery system consistent with the terms of 

the MOU, requirements of authorizing laws, the Federal cost principles, and all other 
applicable legal requirements; and 

• Provide representation on the State Board and LWDBs as required and participate in 
Board committees as needed. 
 

Pursuant to 34 C.F.R. § 361.500(a), the MOU is the product of local discussion and negotiation. 
It is an agreement developed and executed between the LWDB and the one-stop partners, with 
the agreement of the chief elected official and the one-stop partners, relating to the operation of 
the one-stop delivery system in the local area. In accordance with 34 C.F.R. § 361.500(b), each 
MOU must contain—    

 
• A description of services to be provided through the one-stop delivery system, including 

the manner in which the services will be coordinated and delivered through the system; 
• Agreement on funding the costs of the services and the operating costs of the system, 

including—   
o Funding of infrastructure costs of one-stop centers in accordance with 34 C.F.R. 

§§ 361.700 through 361.755; and 
o Funding of the shared services and operating costs of the one-stop delivery system 

described in 34 C.F.R. § 361.760; 
• Methods for referring individuals between the one-stop operators and partners for 

appropriate services and activities; 
• Methods to ensure that the needs of workers, youth, and individuals with barriers to 

employment, including individuals with disabilities, are addressed in providing access to 
services, including access to technology and materials that are available through the one-
stop delivery system; 

• The duration of the MOU and procedures for amending it; and 
• Assurances that each MOU will be reviewed, and if substantial changes have occurred, 

renewed, not less than once every 3-year period to ensure appropriate funding and 
delivery of services. 

 
The MOU may contain any other provisions agreed to by the parties that are consistent with Title 
I of WIOA, the authorizing statutes and regulations of one-stop partner programs, and the 
implementing regulations of WIOA (34 C.F.R. § 361.500(c)). When fully executed, the MOU 
must contain the signatures of the LWDB, one-stop partners, the chief elected official(s), and the 
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time period in which the agreement is effective. The MOU must be updated not less than every 
three years to reflect any changes in the signatory official of the Board, one-stop partners, and 
chief elected officials, or one-stop infrastructure funding (34 C.F.R. § 361.500(d)). If a one-stop 
partner appeals to the State regarding infrastructure costs, using the process described in 34 
C.F.R. § 361.750, results in a change to the one-stop partner's infrastructure cost contributions, 
the MOU must be updated to reflect the final one-stop partner infrastructure cost contributions 
(34 C.F.R. § 361.500(e)).  
 
The Departments provided extensive guidance regarding the operation of the one-stop service 
delivery system and the funding of its infrastructure costs in the joint regulations (Federal 
Register notice 81 FR 55791), published August 19, 2016. On December 27, 2016, the 
Departments published a set of frequently asked questions related to the one-stop service 
delivery system. In this guidance, the Departments indicated that in order to have MOUs in place 
for PY 2017, which began on July 1, 2017, LWDBs and one-stop partners must enter into MOUs 
that align with the requirements of WIOA, except for the final IFA, by June 30, 2017. The 
Departments also indicated that the U.S. Department of Labor (DOL) used its transition authority 
in Section 503(b) of WIOA to extend the implementation date of the final IFAs for PY 2017. 
With this extension, final IFAs were to be in place no later than January 1, 2018. However, the 
Departments explained that governors had the discretion to require local areas to enter into final 
IFAs at any time between July 1, 2017, and January 1, 2018. During the extension period, local 
areas were allowed to use existing funding agreements in place for PY 2016, with any such 
modifications as the partners may have agreed to, to fund infrastructure costs in the local area. 
On January 18, 2017, the Departments issued formal policy guidance, which RSA published as 
technical assistance circulars: RSA-TAC-17-02 and RSA-TAC-17-03. In RSA-TAC-17-02, the 
Departments reiterated the extended IFA deadline of January 1, 2018.  
 
Analysis: Hawaii has established four local workforce areas across the State’s islands. In August 
2017, ETA conducted a “targeted WIOA implementation on-site and desk monitoring review” of 
the Hawaii WDC. In a letter dated November 9, 2017, ETA documented “five areas of concern 
where financial and program policies and operations could be strengthened to improve 
administrative and/or program accountability or service delivery.” One of ETA’s concerns 
related to one-stop operations. Specifically, ETA suggested that the WDC “must urge LWDBs 
and Federal program partners to follow previously issued Federal and State guidance to conclude 
consultations on local funding mechanisms and commit one-stop service delivery funding 
agreements to MOU IFAs before January 1, 2018.”  
 
In July 2018, ETA conducted an on-site review of Hawaii’s WIOA and Wagner-Peyser 
Employment Service programs. During this review, ETA found that that Hawaii Department of 
Labor and Industrial Relations (DLIR) had “not completed action to ensure that all local areas 
have MOUs between all one-stop partners. In addition, local areas have not executed IFAs 
describing the sharing and allocation of infrastructure costs among the partners. The Hawaii 
DLIR has not completed the Governor’s determination process for local areas that do not 
complete the IFA. The Hawaii DLIR has not issued updated IFA guidance to all local areas.” As 
a result, ETA instituted the following corrective actions: “To close this finding, the state must 
submit to the Regional Office the following within 60 days of this report: 

1. Copies of all local areas’ signed MOUs, with IFAs included. 

https://www.federalregister.gov/documents/2016/08/19/2016-15977/workforce-innovation-and-opportunity-act-joint-rule-for-unified-and-combined-state-plans-performance
https://www.federalregister.gov/documents/2016/08/19/2016-15977/workforce-innovation-and-opportunity-act-joint-rule-for-unified-and-combined-state-plans-performance
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2. Copies of the official Governor’s determination process.  
3. A copy of the guidance to local areas regarding MOUs, IFAs and the Governor’s 

determination process.”  
 

Before RSA’s on-site monitoring review, RSA requested from DVR all four local workforce area 
MOUs to assess the State’s progress in implementing the joint one-stop requirements, including 
those regarding funding the one-stop system’s infrastructure costs. Prior to the on-site 
monitoring review, in May 2019, DVR provided RSA with an update related to the status of 
MOUs and IFAs with each of the four local workforce areas. DVR reported that State partners 
had finalized MOUs with each of the four local workforce areas for PY 2018 and PY 2019. 
Further, DVR reported that it finalized IFAs with the Maui County Workforce Development 
Board and the Oahu Workforce Development Board for PY 2018 and PY 2019, but State 
partners had not finalized IFAs with the Hawaii County Workforce Investment Board or the 
Kauai Workforce Investment Board.  
 
During on-site discussions with DVR and representatives from the WDC and Oahu Workforce 
Development Board, which operates the comprehensive one-stop center in Honolulu, staff 
confirmed that State partners had fully executed MOUs in all four local workforce areas for both 
program years. Staff also confirmed that State partners had yet to finalize IFAs with both the 
Hawaii County and Kauai Boards. Staff discussed ongoing efforts to finalize these agreements 
and their intention of finalizing IFAs in the near future, but they did not specify a date.  
 
After the on-site monitoring review, on July 11, 2019, DVR provided RSA with what DVR 
referred to as the “executed Hawaii County MOU and IFA.” Upon review, RSA found that the 
State partners signed the MOU; however, the document did not contain a one-stop operating 
budget or IFA. Rather, each signature page, including the page the DVR Director signed on July 
18, 2018, included the following language: “By signing this document, I also certify that I have 
the legal authority to bind my agency (outlined below) to the terms of  

• The MOU 
• The Future Operating Budget 
• The Future Infrastructure Funding Agreement (IFA).” 

 
At the time of issuing this draft monitoring report, DVR had not submitted documentation to 
RSA substantiating that the State has finalized IFAs with the Hawaii County or Kauai Boards.  
 
On January 11, 2021, DVR submitted executed county MOUs and IFAs for Oahu/Honolulu 
(signed by DVR on November 9, 2018), Kauai (signed by DVR on November 16, 2020), and 
Maui (signed by DVR on May 22, 2020). However, an operating budget was not included for 
Oahu/Honolulu county, an IFA was not attached for Maui county, and an update was not 
provided for Hawaii county. 
 
Conclusion: As explained in this analysis, at the time of the on-site monitoring review DVR did 
not meet the joint one-stop requirements regarding the development and implementation of final 
IFAs with all local workforce areas in the State, as required by 34 C.F.R. §§ 361.420 and 
361.500. At the time of the on-site visit, the State had not finalize IFAs in two of the four local 
areas.  
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Corrective Actions: RSA requires that DVR—  
 
5.1  Finalize IFAs for each of the State’s local workforce areas in accordance with 34 C.F.R. 

§§ 361.700 through 361.755.  

VR Agency Response: DVR’s IFAs use a proportional benefit method to determine fiscal 
responsibility for each member of the partnership in accordance with 2 C.F.R. § 200.405(d), 
rather than delimiting specific services to individuals. As with DVR’s State grants, these cannot 
reasonably be broken out into individuals served, which is why they use the proportional benefit 
method of determining cost.  

As of June 2019, MOUs and IFAs were executed for the counties of Hawaii and Maui, as well as 
the city and county of Honolulu. However, only the MOU was executed for the county of Kauai. 
DVR reported that all MOUs and IFAs were executed for all counties as of February 2021; 
however, DVR payments were ceased in response to corrective action 4.4.1 [final 4.3.1]. 

RSA Response: RSA maintains the finding and appreciates DVR’s commitment to ensuring 
compliance with Federal requirements.  

Agency Request for Technical Assistance: DVR is requesting technical assistance with a 
review of  Infrastructure Agreements (IFAs) between DVR and the American Job Centers on 
each island to comply with 2 C.F.R. parts 200 and 3474. In this circumstance, DVR is requesting 
a review of the IFA documents with proposed updates and assistance in the form of suggested 
language or corrections to ensure that the formula for determining proportional benefit, meets 
with the corrective action RSA identified. 

D. Technical Assistance 

In the course of conducting monitoring activities, RSA provided technical assistance to DVR as 
described below. 
 
DVR, which administers the VR program, one of the core workforce development programs 
authorized under the Rehabilitation Act, as amended by Title IV of WIOA, is housed within 
DHS, which is led by a Director who oversees several programs.  
 
During RSA’s monitoring of the VR program, RSA learned that DVR is represented on the 
WDC by the DHS director, who also represents the TANF program. During the monitoring 
review, the WDC Executive Director indicated that the DVR director and TANF director serve 
as delegates of the DHS director at WDC meetings. Further, the Executive Director explained 
that the DVR director and TANF director each receive one half of the DHS director’s vote. As a 
result, if the DVR director and TANF director vote differently on a matter, their votes cancel one 
another and both programs’ input is negated. In response to technical assistance provided by 
RSA to DVR and the WDC during the monitoring review and PY 2020 State Plan review 
process, the DHS director sent a letter to the Hawaii Workforce Development Council 
Chairperson on September 25, 2020, designating the DVR director as the DHS director’s 
designee with one full vote. 
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Section 101(b)(1)(C)(iii)(I)(aa) of WIOA requires that the SWDB be comprised of, among 
others, representatives from “the lead State officials with primary responsibility for the core 
programs” (see also 20 C.F.R. §  679.110(b)(3)(iii)(A)(1)). The preamble to the final regulations 
explains further that 20 C.F.R. §  679.110(b)(3)(iii)(A)(1)(i) through (iii) were modified for 
purposes of the final regulations to make clear that the Title IV VR program must be represented 
by a single, unique representative (see 81 FR 56072, 56074 (Aug. 19, 2016)).  
 
This policy position by the U.S. Department of Labor is consistent with 20 C.F.R. § 679.110(e), 
which requires that SWDB members representing core programs, such as the VR program, be 
individuals who have optimum policy-making authority for the core program that they represent. 
Pursuant to 20 C.F.R. § 679.120(a)— (a) A representative with “optimum policy-making 
authority” is an individual who can reasonably be expected to speak affirmatively on behalf of 
the entity he or she represents and to commit that entity to a chosen course of action. 
 
Finally, the VR regulations at 34 C.F.R. § 361.13(c)(1) specify certain functions that are the sole 
responsibility of the VR agency, including participation as a partner in the workforce 
development system. This would include the VR program’s participation on the SWDB pursuant 
to 20 C.F.R. § 679.110(b)(3)(iii)(A)(1)(iii) and 20 C.F.R. § 679.120(a). The VR program director 
does not have the authority to delegate this authority to another entity or individual (34 C.F.R. § 
361.13(c)(2)). In other words, the DVR director does not have the authority to delegate to the 
DHS director the authority to represent the VR program on the SWDB. 
 
Therefore, the WDC has not complied with Section 101(b) of WIOA and 20 C.F.R.  
§ 679.110(b)(3)(iii)(A)(1)(iii) of its implementing regulations by having the DHS director 
represent the VR program and TANF on the SWDB. After consultation with ETA and OCTAE 
on this matter, RSA recommends that Hawaii revise the WDC composition by appointing the 
DVR director to represent the VR program as a full voting member. Although the DVR director 
will represent the VR program and has been designated to serve as the designee for the DHS 
director on the SWDB with one full vote, the DVR director should be appointed to the SWDB 
and confirmed during the legislative session as is the requirement for all SWDB members. The 
PY 2020 State Plan was conditionally approved, until SWDB nominations are submitted by the 
Governor’s Boards and Commissions and confirmed through the legislative session (January 20 
– April 29, 2021). The Chair of each committee decides when nominations for confirmations for 
boards/commissions will be heard. The conditional approval of the Hawaii State Plan will remain 
until the conditions of the State Plan conditional approval are resolved and the State is fully 
compliant. The DHS director may still represent TANF. Enforcement of this matter falls under 
the jurisdiction of ETA. 
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APPENDIX A: STATE VOCATIONAL REHABILITATION SERVICES 
AND STATE SUPPORTED EMPLOYMENT SERVICES PROGRAMS 
PERFORMANCE TABLES 
 
Note: Calculations for these tables can be found in Appendix C of the MTAG. 

Table 1—HI DVR Agency Profile (PY 2017) 

Table 2— HI DVR Summary Statistics from RSA 113 (FFYs 2016-2018) 

Table 3—HI DVR Number and Percentage of Participants Served by Primary Disability Type 
(PY 2017)  

Table 4—HI DVR Number and Percentage of Individuals Exiting at Various Stages of the VR 
Process {PY 2017) 

Table 5—HI DVR Number and Percentage of Individuals Exiting by Reason during the VR 
Process (PY 2017) 

Table 6—HI DVR VR Services Provided to Participants (PY 2017) 

Table 7—HI DVR Number of Measurable Skill Gains Earned, Number of Participants Who 
Earned Measurable Skill Gains, and Types of Measurable Skill Gains (PY 2017) 

Table 8—HI DVR Median Hourly Earnings, Median Hours Worked per Week, Sources of 
Support, and Medical Insurance Coverage for Participants Who Exited with Competitive 
Integrated Employment or Supported Employment (PY 2017) 

Table 9—HI DVR Standard Occupational Classification (SOC) Titles (Major Groups): 
Percentages of Employment Outcomes and Median Hourly Earnings for Participants Who Exited 
with Competitive Employment or Supported Employment (PY 2017) 

Table 10—HI DVR Number of Participants Who Exited with Competitive Integrated 
Employment or Supported Employment by the Most Frequent SOC Title (PY 2017) 

Table 11—HI DVR Number of Students with Disabilities Reported, and the Number and 
Percentage of Students with Disabilities Who Received Pre-Employment Transition Services 
(PY 2017) 

 Table 12—HI DVR Number and Percentage of Required Pre-Employment Transition Services 
Provided (PY 2017)  
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Table 1—HI DVR VR Agency Profile (PY 2017) 

VR Agency Profile Data Number/Percentage 
Employment Rate 27.3% 
Number of Participants Exiting in Competitive Integrated Employment or  
Supported Employment 237 

Measurable Skill Gains Performance Indicator 4.5% 
Percentage of Participants Eligible for Measurable Skill Gains 29.9% 
Percentage of Timely Eligibility Determinations 79.4% 
Percentage of Eligibility Determination Extensions 4.0% 
Percentage of Timely IPE Development 70.7% 
Number of Applicants 679 
Number of Individuals Determined Eligible 601 
Number of Individuals with an IPE and No VR Services Provided 75 
Number of Participants (with an IPE and VR Services Provided) 380 

 

Table 2—HI DVR Summary Statistics from RSA-113 (FFYs 2016-2018) 

Performance Category FFY 16 FFY 17 FFY 18 
Total Applicants 1,699 1,643 659 
Total Eligible Individuals (Before IPE) 1,938 1,924 168 
Agency Implementing Order of Selection No Yes Yes 
Individuals on Order of Selection Waiting List at Year-End - 1 468 
Percentage of Eligible Individuals with IPE Who Received No Services 23.7% 33.2% 96.4% 
Individuals with IPE Receiving Services 3,612 4,162 3,507 
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Table 3—HI DVR Number and Percentage of Participants Served by Primary Disability Type (PY 2017)  

Primary Disability Type by Group Number of 
Participants 

Percent 

Visual 232 6.2% 
Auditory or Communicative 316 8.5% 
Physical 533 14.3%         
Cognitive 1,483 39.7%          
Psychological or Psychosocial 1,170 31.3%          

 

Detailed Primary Disability Type Number of 
Participants 

Percent 

Blindness 186 5.0% 
Other Visual Impairments 46 1.2% 
Deafness, Primary Communication Visual 128 3.4% 
Deafness, Primary Communication Auditory 41 1.1% 
Hearing Loss, Primary Communication Visual 20 0.5% 
Hearing Loss, Primary Communication Auditory 95 2.5% 
Other Hearing Impairments (Tinnitus, Meniere's Disease, 
hyperacusis, etc.) 4 0.1% 

Deaf-Blindness 1 0.0% 
Communicative Impairments (expressive/receptive) 27 0.7% 
Mobility Orthopedic/Neurological Impairments 64 1.7% 
Manipulation/Dexterity Orthopedic/Neurological Impairments 15 0.4% 
Both Mobility and Manipulation/Dexterity 
Orthopedic/Neurological Impairments 100 2.7% 

Other Orthopedic Impairments (e.g., limited range of motion) 109 2.9% 
Respiratory Impairments 4 0.1% 
General Physical Debilitation (e.g., fatigue, weakness, pain, etc.) 64 1.7% 
Other Physical Impairments (not listed above) 177 4.7% 
Cognitive Impairments (e.g., impairments involving learning, 
thinking, processing information and concentration) 1,483 39.7%     

Psychosocial Impairments (e.g., interpersonal and behavioral 
impairments, difficulty coping) 859 23.0%     

Other Mental Impairments 311 8.3%      
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Table 4—HI DVR Number and Percentage of Individuals Exiting at Various Stages of the VR Process (PY 
2017) 

Number of Individuals Who Exited the VR Program 1,432 

 

 

 

Supported Employment  Number of 
Participants 

Number of Participants Who Exited with a Supported Employment Outcome in 
Competitive Integrated Employment  

0 

Number of Participants Who Exited with a Supported Employment Outcome in 
Noncompetitive and/or Nonintegrated Employment  

0 

 

 

 

 

 

 

 

Exit Type Number of 
Individuals 

Percent 

Individual exited as an applicant, prior to eligibility determination 
or trial work experience             184  12.8% 
Individual exited during or after a trial work experience                -    0.0% 
Individual exited after eligibility, but from an order of selection 
waiting list               21  1.5% 
Individual exited after eligibility, but prior to a signed IPE             339  23.7% 
Individual exited after an IPE without an employment outcome             630  44.0% 
Individual exited after an IPE in noncompetitive and/or 
nonintegrated employment                -    0.0% 
Individual exited after an IPE in competitive and integrated 
employment or supported employment             237  16.6% 
Individual exited as an applicant after being determined ineligible 
for VR services               21  1.5% 
Potentially eligible individual exited after receiving pre-
employment transition services and has not applied for VR services 

               -    0.0% 
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Table 5—HI DVR Number and Percentage of Individuals Exiting by Reason during the VR Process (PY 
2017) 

Reason for Exit Number of 
Individuals Percent 

Individual is No Longer Available for Services Due to Residence in an 
Institutional Setting Other Than a Prison or Jail                -    0.0% 
Health/Medical                -    0.0% 
Death of Individual               13  0.9% 
Reserve Forces Called to Active Duty                -    0.0% 
Foster Care                -    0.0% 
Ineligible after determined eligible                 4  0.3% 
Criminal Offender                      10  0.7% 
No Disabling Condition                 9  0.6% 
No Impediment to Employment                 9  0.6% 
Does Not Require VR Service             138  9.6% 
Disability Too Significant to Benefit from Service               21  1.5% 
No Long-Term Source of Extended Services Available                -    0.0% 
Transferred to Another Agency               11  0.8% 
Achieved Competitive Integrated Employment Outcome             237  16.6% 
Extended Employment                 1  0.1% 
Extended Services Not Available                -    0.0% 
Unable to Locate or Contact             512  35.8% 
No Longer Interested in Receiving Services or Further Services               45  3.1% 
All Other Reasons             423  29.5% 
Number of Individuals Who Exited the VR Program                  1,432  
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Table 6—HI DVR VR Services Provided to Participants (PY 2017) 

Total Number of Participants Who Received VR Services 3,734 

 

Training Services Provided to Participants Number of Participants Percent 
Graduate Degree Training 61 1.6% 
Bachelor’s Degree Training 311 8.3% 
Junior or Community College Training 608 16.3% 
Occupational or Vocational Training 979 26.2% 
On-the-Job Training - 0.0% 
Apprenticeship Training 2 0.1% 
Basic Academic Remedial or Literacy Training 141 3.8% 
Job Readiness Training 1,622 43.4% 
Disability Related Skills Training 97 2.6% 
Miscellaneous Training 622 16.7% 
Randolph-Sheppard Entrepreneurial Training 11 0.3% 
Customized Training - 0.0% 

 

Career Services Provided to Participants Number of 
Participants Percent 

Assessment 312 8.4% 
Diagnosis and Treatment of Impairment 945 25.3% 
Vocational Rehabilitation Counseling and Guidance 2,623 70.2% 
Job Search Assistance 1,782 47.7% 
Job Placement Assistance 1,905 51.0% 
Short-Term Job Supports 1,030 27.6% 
Supported Employment Services 213 5.7% 
Information and Referral Services 38 1.0% 
Benefits Counseling 735 19.7% 
Customized Employment Services 176 4.7% 
Extended Services (for youth with the most significant disabilities) - 0.0% 

 

Other Services Provided to Participants Number of Participants Percent 
Transportation 2,146 57.5% 
Maintenance 1,434 38.4% 
Rehabilitation Technology 578 15.5% 
Personal Attendant Services 15 0.4% 
Technical Assistance Services 32 0.9% 
Reader Services 5 0.1% 
Interpreter Services 166 4.4% 
Other Services 2,238 59.9% 
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Table 7—HI DVR Number of Measurable Skill Gains Earned, Number of Participants Who Earned 
Measurable Skill Gains, and Types of Measurable Skill Gains (PY 2017) 

Measurable Skill Gains Earned and Participants Earning Measurable Skill Gains Number 
Number of Measurable Skill Gains Earned 51 
Number of Participants Who Earned a Measurable Skill Gains 50 

 

Types of Measurable Skill Gains Number 
Educational Functioning Level  3 
Secondary Diploma 32 
Postsecondary Transcript/Report Card 9 
Training Milestone 1 
Skills Progression  6 
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Table 8—HI DVR Median Hourly Earnings, Median Hours Worked per Week, Sources of Support and 
Medical Insurance Coverage for Participants Who Exited with Competitive Integrated Employment or 
Supported Employment (PY 2017) 

Median Hourly Earnings and Hours Worked per Week at Exit 
Number of Participants Who Exited in Competitive and Integrated Employment or 
Supported Employment 

237 

Median Hourly Earnings at Exit $11.00 
Median Hours Worked per Week at Exit 30 

 

Primary Source of Support at Exit Number of 
Participants Percent 

Personal Income 171 72.2% 
Family and Friends 36 15.2% 
Public Support 28 11.8% 
Other Sources 2 0.8% 

 

Public Support at Exit Number of 
Participants Percent 

Social Security Disability Insurance (SSDI) at Exit 40 16.9% 
Supplemental Security Income (SSI) for the Aged, Blind, or 
Disabled at Exit 28 11.8% 

Temporary Assistance for Needy Families (TANF) at Exit 2 0.8% 
General Assistance (State or local government) at Exit 4 1.7% 
Veterans' Disability Benefits at Exit - 0.0% 
Workers' Compensation at Exit - 0.0% 
Other Public Support at Exit 5 2.1% 

 

Medical Insurance Coverage at Exit Number of 
Participants Percent 

Medicaid at Exit 88 37.1% 
Medicare at Exit 39 16.5% 
State or Federal Affordable Care Act Exchange at Exit - 0.0% 
Public Insurance from Other Sources at Exit 1 0.4% 
Private Insurance Through Employer at Exit 68 28.7% 
Not Yet Eligible for Private Insurance Through Employer at 
Exit 2 0.8% 

Private Insurance Through Other Means at Exit 63 26.6% 
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Table 9—HI DVR Standard Occupational Classification (SOC) Titles (Major Groups): Percentages of 
Employment Outcomes and Median Hourly Earnings for Participants Who Exited with Competitive 
Integrated Employment or Supported Employment (PY 2017) 

SOC Title Number of 
Participants 

Median Hourly 
Earnings 

Office and Administrative Support Occupations 50 10.0 
Building and Grounds Cleaning and Maintenance Occupations 33 10.0 
Food Preparation and Serving Related Occupations 33 10.0 
Transportation and Material Moving Occupations 22 10.0 
Sales and Related Occupations 18 10.5 
Personal Care and Service Occupations 10 10.5 
Healthcare Support Occupations 8 15.4 
Installation, Maintenance, and Repair Occupations 8 13.3 
Healthcare Practitioners and Technical Occupations 7 33.7 
Randolph-Sheppard vending facility operator 5 13.5 
Education, Training, and Library Occupations 5 15.3 
Protective Service Occupations 4 11.0 
Constructive and Extraction Occupations 4 13.0 
Arts, Design, Entertainment, Sports, and Media Occupations 4 12.6 
Community and Social Services Occupations 4 15.0 
Production Occupations 4 10.0 
Management Occupations 4 23.2 
Business and Financial Operations Occupations 3 57.7 
Farming, Fishing, and Forestry Occupations 3 12.0 
Legal Occupations 2 16.0 
Life, Physical, and Social Science Occupations 1 20.0 
Architecture and Engineering Occupations 1 50.0 
Computer and Mathematical Occupations 1 85.0 
Military Specific Occupations 1 12.0 
Randolph-Sheppard vending facility clerk 0 0.0 
Unpaid Family Worker 0 0.0 
Homemaker 0 0.0 
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Table 10—HI DVR Number of Participants Who Exited with Competitive Integrated Employment or 
Supported Employment by the Most Frequent SOC Title (PY 2017) 

No. SOC Title Number of 
Participants 

Median Hourly 
Earnings 

1 Stock Clerks and Order Fillers 22                       9.8  
2 Janitors and Cleaners, Except Maids and Housekeeping Cleaners 19                     10.0  
3 Customer Service Representatives 13                       9.3  
4 Dishwashers 9                     10.0  
5 Retail Salespersons 7                     10.5  
6 Laborers and Freight, Stock, and Material Movers, Hand 7                       9.3  
7 Office Clerks, General 6                     10.0  
8 Cooks, Restaurant 6                     10.9  
9 Office and Administrative Support Workers, All Other 5                     16.0  
10 Combined Food Preparation and Serving Workers, Including Fast 

Food 5                     10.1  
 

Table 11—HI DVR Number of Students with Disabilities Reported, and the Number and Percentage of 
Students with Disabilities Who Received Pre-Employment Transition Services (PY 2017) 

Students with Disabilities  Number/Percentage of Students 
Total Students with Disabilities Reported 2,197 
Students with Disabilities Reported with 504 Accommodation 12 
Students with Disabilities Reported with IEP 498 
Students with Disabilities Reported without 504 Accommodation or IEP 1,751 
Total Students with Disabilities Who Received a Pre-Employment Transition 
Service  1,028 
Potentially Eligible Students with Disabilities Who Received a Pre-
Employment Transition Service 271 
Students with Disabilities, Who Applied for VR Services, and Received a 
Pre-Employment Transition Service 757 
Percentage of Students with Disabilities Reported Who Received a Pre-
Employment Transition Service 46.8% 

 

Table 12—HI DVR Number and Percentage of Required Pre-Employment Transition Services Provided (PY 
2017) 

Pre-Employment Transition Services  
Number of Pre-

Employment Transition 
Services Provided 

Percent of Total Pre-
Employment Transition 

Services Provided 
Total Pre-Employment Transition Services Provided 12,996  
Job Exploration Counseling 2,638 20.3% 
Work Based Learning Experiences 1,116 8.6% 
Counseling on Enrollment Opportunities 2,650 20.4% 
Workplace Readiness Training 3,939 30.3% 
Instruction in Self Advocacy 2,653 20.4% 
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APPENDIX B: SERVICE RECORD REVIEW RESULTS 
 

Participants who Exited with  
Competitive Integrated Employment or Supported Employment 

 
Data Element 
 

Number with 
required 

documentation 

Percent (of 20) 
with required 

documentation 

Number without 
required 

documentation 

Percent (of 20) 
without required 
documentation 

Date of Application  18 90% 2 10% 
Date of Eligibility Determination  15 75% 5 25 
Date of IPE  15 75% 5 25% 
Start Date of Employment in 
Primary Occupation at Exit or 
Closure  

4  
20% 

16  
80% 

Hourly Wage at Exit or Closure  1 5% 19 95% 
Employment Status at Exit or 
Closure  

3 15% 17 85% 

Type of Exit or Closure  8 40% 12 60% 
Date of Exit or Closure  4 20% 16 80% 

 
Summary of Service Record Review for Participants who Exited with 

Competitive Integrated Employment or Supported Employment 
 

Summary Number Percent (of 20) 

Service Records with all required 
documentation for Data Elements 

0 0% 

Service Records without all required 
documentation for Data Elements 

20 100% 

 
Reporting Considerations: Information in Supporting Documentation,  

Case Management System, and RSA-911 
 

Data Element  Number (of 20) 
where All 

Information 
Matches 

Percent (of 20) 
where All 

Information 
Matches 

Number (of 20) 
where All 

Information Does 
Not Match 

Percent (of 20) 
where All 

Information Does 
Not Match 

Date of Application  15 75% 5 25% 
Date of Eligibility Determination  14 70% 6 30% 
Date of IPE  10 50% 10 50% 
Start Date of Employment in 
Primary Occupation at Exit or 
Closure  

7 35% 13 65% 

Employment Outcome at Exit or 
Closure 

10 50% 10 50% 

Hourly Wage at Exit or Closure  2 10% 18 90% 
Date of Exit or Closure  9 45% 11 55% 
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Participants who Earned Measurable Skill Gains (MSG) 
 

Data Element  
(MSG Types as 
applicable) 
 

Number with 
required 

documentation 

Percent (of 20) 
with required 

documentation 

Number without 
required 

documentation 

Percent (of 20) 
without required 
documentation 

Start Date of Initial VR 
Service on or after IPE 

15 75% 5 25% 

Date Enrolled During 
Program Participation in an 
Education or Training 
Program 
Leading to a Recognized 
Postsecondary 
Credential or Employment 

4 20% 16 80% 

Date of Most Recent MSG: 
Educational Functioning 
Level 

1  2  

Date of Most Recent MSG: 
Secondary Transcript 
Report Card 

1 11 

Date of Most Recent MSG: 
Postsecondary 
Transcript/Report Card 

2 2 

Date of Most Recent MSG: 
Training Milestone 

- - 

Date of Most Recent MSG: 
Skills Progression  

- 2 

 
 

Summary of Service Record Review of Participants who Earned  
Measurable Skill Gains (MSG) 

 
Summary Number Percent (of 20) 

Service Records with all required documentation for Data 
Elements (as applicable) 

0 0% 

Service Records without all required documentation for 
Data Elements (as applicable) 

20 100% 

 
Reporting Considerations: Information in Supporting Documentation,  

Case Management System, and RSA-911 
 

Data Element  
(MSG Types as 
applicable) 
 

Number of Service 
Records where All 

Information 
Matches 

Percent (of 20) 
where All 

Information 
Matches 

Number of Service 
Records where All 
Information Does 

Not Match 

Percent (of 20) 
where All 

Information Does 
Not Match 

Start Date of Initial VR 
Service on or after IPE 

13 65% 7 35% 

Date Enrolled During 
Program Participation in an 
Education or Training 
Program 

4 20% 16 80% 
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Data Element  
(MSG Types as 
applicable) 
 

Number of Service 
Records where All 

Information 
Matches 

Percent (of 20) 
where All 

Information 
Matches 

Number of Service 
Records where All 
Information Does 

Not Match 

Percent (of 20) 
where All 

Information Does 
Not Match 

Leading to a 
Recognized 
Postsecondary 
Credential or 
Employment 
Date of Most Recent MSG: 
Educational Functioning 
Level 

-  3  

Date of Most Recent MSG: 
Secondary Transcript 
Report Card 

- 12 

Date of Most Recent MSG: 
Postsecondary 
Transcript/Report Card 

2 2 

Date of Most Recent MSG: 
Training Milestone 

- - 

Date of Most Recent MSG: 
Skills Progression  

- 2 
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APPENDIX C: FISCAL DATA TABLES 
Note: Calculations for these tables can be found in Appendix F of the MTAG. 

VR Resources and Expenditures—FFYs 2016–2018 

 

VR Resources and Expenditures 2016 2017 2018* 

Total Program expenditures $16,483,134 $16,652,602 $12,920,704 

Federal expenditures $12,861,898 $11,290,764 $9,074,844 

State agency expenditures (4th quarter) $3,621,236 $3,581,236 $3,845,860 

State agency expenditures (latest/final) $3,621,236 $5,361,838 $3,845,860 

Federal formula award amount $12,284,163 $12,304,175 $12,494,191 

Reserve amount required for pre-employment 
transition services (15 percent) $2,006,981 $1,941,641  $2,006,964 

Amount expended on pre-employment transition 
services $1,489,007 $288,133 $0 

Percentage expended on pre-employment transition 
services 11.13% 2.23% 0.00% 

MOE penalty from prior year $0 $0 $0 

Federal award amount relinquished during reallotment $0 $0 $0 

Federal award amount received during reallotment $1,095,709 $640,097 $885,569 

Federal funds transferred from State VR agency $0 $0 $0 

Federal funds transferred to State VR agency $0 $0 $0 

Federal award amount (net) $13,379,872 $12,944,272 $13,379,760 

Federal award funds deobligated $517,974 $0 $0 

Federal award funds used $12,861,898 $12,944,272 $13,379,760 

Percent of formula award amount used 104.70% 105.20% 107.09% 

Federal award funds matched but not used  $517,974  $0  $0 

* Indicates the award is currently in an open status. Therefore, data is either not currently available or not final.  
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Non-Federal Share and Maintenance of Effort—FFYs 2016–2018 

 

Non-Federal Share (Match) and 

Maintenance of Effort (MOE) 
2016 2017 2018* 

Match required per net award amount  $3,621,236 $3,503,342 $3,621,206 

Match provided (actual) $3,621,236 $3,581,236 $3,845,860 

Match difference**  $0 -$77,894 -$224,654 

Federal funds matched (actual) $13,379,872 $12,944,272 $13,379,760 

Percent Federal funds matched 100.00% 100.00% 100.00% 

MOE required $3,581,236  $3,581,236 $3,621,236  

MOE: Establishment/construction expenditures $0 $0 $0 

MOE actual $3,621,236  $3,581,236 $5,626,462  

MOE difference** - $40,000 $0 - $2,005,226 

* Indicates the award is currently in an open status. Therefore, data is either not currently available or not final. 

** A positive amount indicates a deficit. A negative amount indicates a surplus. 
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Program Income and 4th Quarter Data—FFYs 2016–2018 

 

Program Income and 4th Quarter Data 2016 2017 2018* 

Program income received $232,184 $92,925 $408,087 

Program income disbursed $232,184 $90,273 $148,674 

Program income transferred $183,514 $0 $0 

Program income used for VR Program $48,670 $90,273 $148,674 

Federal grant amount matched (4th quarter) $13,379,872 $12,944,272 $13,379,760 

Federal expenditures (4th quarter) $7,059,370 $10,890,768 $9,074,844 

Federal unliquidated obligations (4th quarter) $926,773 $0 $0 

* Indicates the award is currently in an open status. Therefore, data is either not currently available or not final. 
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