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January 1988 Report No. 88-1

The Office of the Auditor General has conducted a performance audit of the Jobs for Arizona
Graduates program. This performance audit was conducted in response to Chapter 334, Subdivision
77, of the 1987 Session Laws, which directs the auditor general to prepare an evaluation of the Jobs
for Arizona Graduates program with recommendations relating to the organization and
management, program content, student selection criteria, program placement results, and cost
effectiveness of the program.

The Jobs For Arizona Graduates (JAG) program was established in 1980 as a State affiliate of Jobs
for America's Graduates, Inc. (JAMG). JAMG, the parent organization of JAG, was established in
1979 as a means to use research and demonstration activities as a national strategy to reduce youth
unemployment. Arizona's program began in 1980 with 28 participating high schools and 1,448
students. In 1987-88, seven schools and 161 students participated in the program.

The JAG Program Is Not Successful
In Placing High School Seniors In Jobs

The Legislature should consider terminating the JAG program because it does not appear successful
in placing high school seniors in jobs. The Jobs for Arizona Graduates program attempts to target
high school seniors defined as "at risk" and provide the students with necessary skills to get and
maintain jobs. "At risk" students are those who do not already possess marketable skills, are
enroiled in general academic programs, and have limited or no employment experience.

e Our analysis of 1985-86 JAG participants shows that the program has had limited success.
Very few "at risk" students were placed in jobs. Only 11 percent (36) of the 328 students in our
sample could be defined as "at risk" students, and only 17 of the "at risk" students were placed
in jobs.

e Many of the jobs did not meet the program goals which suggest that all job placements should
be full-time positions that pay more than minimum wage. Almost half of the students who
received jobs were employed in part-time positions. An estimated 30 percent cof all JAG
1985-86 graduates received minimum wages or less, and "at risk" students received lower
average wages than the "not at risk" students.

e Previous employment appeared to be the most significant contributor to job placement. Most
of the jobs found by the 1986 graduates appear to be the result of their own experience rather
than any skills learned in the JAG program.

The Cost Of Placing Students Through The JAG
Program Appears High

Although the cost effectiveness of JAG is difficult to measure, the cost of placing students through
the program appears excessive. An analysis by our Office found that program costs per student are
viewed in several different ways depending upon the definition of students benefiting from the
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program. For example, based on the assumption that any student who enrolled in the program
benefited to some degree, even those who dropped out of school or were not placed in jobs, the cost
per student for the 1985-86 school year would be calculated at $1,084. However, if job placement
for "at risk" students is the only definition or criteria for program success, the cost per "at risk"
student placement leaps to $21,350 per student.

COST OF 1985-86 JAG PROGRAM FOR
VARIOUS STUDENT GROUPS

Cost Per
Number Student
ALL STUDENTS 57 $ 1,084
Placed 297 $ 2,085
"AT RISK" STUDENTS
Completing the Program 63 $ 9,828
Placed 29 $ 21,350

Source: Prepared by the Office of the Auditor General from analysis of 1985-86
JAG data.

JAG Did Not Follow Legally Required Procedures
When Reimbursing NAU $367,202 For
Its Services As Fiscal Agent

Fragmented responsibility and the reliance on informal agreements led JAG to pay Northern
Arizona University (NAU) $367,202 for its services as fiscal agent without following legally
required procedures. Since JAG was implemented in 1980, the Authority Board, Arizona
Department of Education (ADE), and NAU each played a role in the program's operation. No one
entity had complete program responsibility. Because of the fragmented responsibility for JAG's
operation, a formal agreement was essential to clarify responsibilities. Further, a November 1987
Legislative Council opinion concluded that an intergovernmental agreement was needed between
JAG and NAU to provide for a means of compensation. Because JAG and NAU had never
developed such an agreement, no legal basis existed for JAG to pay NAU for its services.

The lack of interagency agreement also affects the ownership of program property. According to
Legislative Council opinion, the informal written agreement between NAU and ADE does
constitute a written contract. However, a formal intergovernmental agreement is needed to
transfer property. In the absence of a valid agreement, NAU cannot retain ownership of JAG
purchased furniture.
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SUMMARY

The Office of the Auditor General has conducted a performance audit of the Jobs
for Arizona Graduates program. This performance audit was conducted in response
to Chapter 334, Subdivision 77, of the 1987 Session Laws, which directs the auditor
general to prepare an evaluation of the Jobs for Arizona Graduates program with
recommendations relating to the organization and management, program content,
student selection criteria, program placement results, and cost effectiveness of the
program.

The Jobs For Arizona Graduates (JAG) program was established in 1980 as a State
affiliate of Jobs for America's Graduates, Inc. (JAMG). JAMG, the parent
organization of JAG, was established in 1979 as a means to use research and
demonstration activities as a national strategy to reduce youth unemployment.
Arizona's program began in 1980 with 28 participating high schools and 1,448
students. In 1987-88, seven schools and 161 students participated in the program.

The JAG Program Is Not Successful
In Placing High School Seniors In Jobs
(see pages 7 - 12)

The Legislature should consider terminating the JAG program because it does not
appear successful in placing high school seniors in jobs. The Jobs for Arizona
Graduates program attempts to target high school seniors defined as "at risk" and
provide the students with necessary skills to get and maintain jobs. "At risk"
students are those who do not already possess marketable skills, are enrolled in
general academic programs, and have limited or no employment experience.

. Our analysis of 1985-86 JAG participants shows that the program has had
limited success. Very few "at risk" students were placed in jobs. Only 11
percent (36) of the 328 students in our sample could be defined as "at risk"
students, and only 17 of the "at risk" students were placed in jobs.

. Many of the jobs did not meet the program goals which suggest that all job
placements should be full-time positions that pay more than minimum wage.
Aimost half of the students who received jobs were employed in part-time
positions. An estimated 30 percent of all JAG 1985-86 graduates received
minimum wages or less, and "at risk" students received lower average wages
than the "not at risk" students.



e Previous employment appeared to be the most significant contributor to job
placement. Most of the jobs found by the 1986 graduates appear to be the
result of their own experience rather than any skills learned in the JAG
program.

The Cost Of Placing Students Through The JAG
Program Appears High (see pages 13- 15)

Although the cost effectiveness of JAG is difficult to measure, the cost of placing
students through the program appears excessive. An analysis by our Office found
that program costs per student are viewed in several different ways depending upon
the definition of students benefiting from the program. For example, based on the
assumption that any student who enrolled in the program benefited to some degree,
even those who dropped out of school or were not placed in jobs, the cost per
student for the 1985-86 school year would be calculated at $1,084. However, if job
placement for "at risk" students is the only definition or criteria for program
success, the cost per "at risk" student placement feaps to $21,350 per student.

COST OF 1985-86 JAG PROGRAM FOR
VARIOUS STUDENT GROUPS

Cost Per
Number Student
ALL STUDENTS ’ 571 $ 1,084
Ptaced 297 § 2,085
"AT RISK" STUDENTS
Completing the Program 63 $ 9,828
Placed 29 $ 21,350

Source: Prepared by the Office of the Auditor General from analysis of 1985-86
JAG data.
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JAG Did Not Follow Legally Required Procedures

When Reimbursing NAU $367,202 For

Its Services As Fiscal Agent (see pages 17 - 20)

Fragmented responsibility and the reliance on informal agreements led JAG to pay
Northern Arizona University (NAU) $367,202 for its services as fiscal agent without
following legally required procedures. Since JAG was implemented in 1980, the
Authority Board, Arizona Department of Education (ADE), and NAU each played a
role in the program's operation. No one entity had complete program
responsibility. Because of the fragmented responsibility for JAG's operation, a
formal agreement was essential to clarify responsibilities. Further, a November
1987 Legislative Council opinion concluded that an intergovernmental agreement
was needed between JAG and NAU to provide for a means of compensation.
Because JAG and NAU had never developed such an agreement, no legal basis
existed for JAG to pay NAU for its services.

The lack of interagency agreement also affects the ownership of program property.
According to Legislative Council opinion, the informal written agreement between
NAU and ADE does constitute a written contract. However, a formal
intergovernmental agreement is needed to transfer property. In the absence of a
valid agreement, NAU cannot retain ownership of JAG purchased furniture.
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INTRODUCTION AND BACKGROUND

The Office of the Auditor General has conducted a performance audit of the Jobs
for Arizona Graduates program. This performance audit was conducted in response
to Chapter 334, Subdivision 77, of the 1987 Session Laws, which states "It is
legislative intent that the auditor general prepare an evaluation of the Jobs for
Arizona Graduates program to be submitted to the legislature by January 31, 1988,
with recommendations relating to the organization and management, program
content, student selection criteria, program placement results and cost
effectiveness of the program."

National Affiliation

The Jobs for Arizona Graduates (JAG) program is affiliated at the national level
with Jobs for America's Graduates, Inc. (JAMG). Jobs for America's Graduates was
started in 1979 as a means to use research and demonstration activities as a national
strategy to reduce youth unemployment. Each state program is reviewed annually
by the national Jobs for America's Graduates for compliance with the JAMG Model
for program and curriculum, the existence of a student career association, and the
accurate maintenance of student job placement data. While the JAMG provides
oversight at the national level and enforces program compliance, it provides no
funding to states in the program.

In 1980 Arizona became the second state to join Jobs for America's Graduates.
Today there are 12 states in JAMG, with four having joined the program in the last
11 months. The organizational structure of the JAMG program in each state is
unique, and depends largely on funding sources and scope of the program within the
state. Of the eight states with the program longer than one year, six function as
part of a private, non profit corporation, while only two are administered by the
state departments of education.

The scope of the program within the state can also vary. For instance, in Missouri
the program is concentrated in the St. Louis area, while in Massachusetts the
program is everywhere outside the Boston area. In Delaware the program is
statewide. The program in Arizona has operated primarily in the Phoenix and
Tucson areas.



Funding sources also differ in each state, but most do rely heavily on Federal
funding received through the Job Training Partnership Act (JTPA). JAG has relied
on a variety of funding sources over the years. with the largest being a State
appropriation.  Contrary to other states, JTPA funding has never figured
prominently in JAG's operations.

History of Jobs for Arizona Graduates

Jobs for Arizona Graduates began in 1980 with 18 school districts and 28 high
schools participating in the program. In fiscal year 1982-83 the program increased
to 21 districts and 35 schools with some districts operating more than one program.
The total student enrollment was 1,448. The current fiscal year 1987-88
participation is seven schools with 161 students enrolled. Program funding followed
a similar trend, and ranged from $1.5 million available in fiscal year 1980-81 to the
current fiscal year 1987-88 funding of $350,808.

Prior to fiscal year 1986-87, an Authority Board, the Arizona Department of
Education (ADE) and Northern Arizona University (NAU) all had roles in the

administrative oversight for the program. th

It was NAU's understanding that
the Authority Board was the controlling body for the program. NAU reduced the
Board's power to that of an advisory function when it took control of the program in
July of 1986. However, on July 1, 1987, ADE was given sole responsibility for the
program. Significant changes have occurred since that time. NAU's affiliation with
JAG terminated when the program was transferred to ADE. Also, the role and
power of the Authority Board has been diminished significantly to the point where it

now serves only an advisory function.

In the early years of the program, school districts were not required to provide any
funding support to maintain the program. All money for program operations was
provided to participating schools. Sources for those funds were a Federal grant,

(m See Finding III, page 19, for a description of the role of the Authority Board, the
Department of Education and Northern Arizona University.

o



() were JAG

employees and were not required to have vocational education certification. ADE

State appropriations and private donations. Also, job specialists

now requires a strong commitment to JAG by the school districts. Each school
wishing to participate in fiscal year 1987-88 must make a $25,000 (cash or in-kind)
commitment to the program, and participating schools are also required to submit a
grant application to ADE outlining whether this commitment will be cash or in-kind.
Each school has a payment schedule established with ADE for receipt of this funding.
The State appropriation money can only be used for job specialists' salaries and
benefits. All other program expenses must be funded by the school. Also, the job
specialists are now employees of the schools, and are required to have vocational
education or academic certification.

Table 1 (page 4) shows funding and staffing levels for the last three fiscal years.

JAG Curriculum - The JAG program curriculum focuses on the skills necessary for

students to be successful in the job market. The job specialist attempts to identify a
student's interests and abilities and develop valuable job competencies. In addition,
the curriculum is designed to teach skills necessary to obtain a job.

The curriculum, the pre-tests and the post-tests, are grouped into three sections.

¢ Career Development Competencies - Development of the student's awareness
about "his/her own special aptitudes, abilities, interests, life goals and desired
life styles." Also included is information about "the world of work, identifying
those occupations which are consistent with his/her own goals.

¢ Job Attainment Competencies - "Those skills and abilities involved in
successfully obtaining a job," such as constructing a resume, conducting a job
search, arranging for and completing a job interview, and completing
applications.

& Job Survival, Leadership, and Self-Development Competencies - Competencies
required for job success (appearance, expectations, time management), for
managing personal finances (budgeting, using credit), and for functioning
effectively in team or group projects (team membership, peer relationships,
organizational commitment).

m The job specialist works out of the high school and is responsible for student job
placement and retention.



TABLE 1

JAG EXPENDITURES
FISCAL YEARS 1985-86 THROUGH 1987-88

(Unaudi ted)
Actual Actual Budgeted (b)
1985-86 1986-87 1987-88
FTEs 20 () 19 (a) 2
Personal Services $512,731 $558,443
Other Operating 24,707 23,376
Professional Services 10,337 14,988
in-State Travel 6,921 3,320
Qut-of-State Travel 2,357 562
Capital Qutlay 1,647
indirect & Administrative Costs 60,439
Lump Sum 350,808
$619,139 $600,689 $350.808(<)

(a) Includes two JAG Employees at NAU.

Only two full-time positions are budgeted for Central Office staff, since all job
specialists are now employees of the schools. The $350,808 amount includes $225,000
to be allocated to the school districts for job specialist salaries and $125,808 is
available for other operating costs. $238,522 is available to the program from
cash/in-kind matches provided by participating districts.

(c) The budget amount does not include the cash/in-kind match amount.

Source: Auditor General analysis of JAG program expenditures and 1987-88
JAG budget.



Students are tested before entering the JAG procgram and after completing each
competency section. The differences between the pre-test and post-test scores are
a measure of the gains achieved within the program.

Methodology

To evaluate JAG program content, program placement results, student selection
criteria and program cost effectiveness, as required in Chapter 334 of the 1987

Session Laws, student data from the 1985-86 school year was used. ()

In 1985-86 15 schools participated in the JAG program: Carl Hayden, South
Mountain, and Deer Valley High Schools in Phoenix; Marcos de Niza in Tempe;
Coronado High School in Scottsdale; Mesa High School; Chandler High School;
Tolleson High School; Casa Grande High School; Coolidge High School; Santa Cruz
Valley Union High School in Eloy; and Cholla, Palo Verde, Pueblo and Rincon High
Schools in Tucson.

Data were collected from three sources. Grade point averages and attendance
records were obtained from the high school permanent records. The JAG student
files maintained at the high schools contained most of the detail needed for
analysis. Data were also obtained from the JAG program files currently maintained
at NAU.

Data collected from JAG student files included the hours of contact between the job
specialist and each student, pre- and post-test scores, and information on vocational
education classes, special skills, training, and previous employment. Additionally,
information regarding contacts between the job specialist and student during the
nine-month follow-up period (2) \was available in the student's file.

m This 1985-86 student data was- used because it is the latest year in which the
program operated in its entirety.
(2) The job specialists are required to monitor the students job performance for nine

months after placement.



Information regarding each student's availability for work and placement
information was obtained from the JAG main files. Data were collected regarding
student outcomes and placement for up to three jobs, with salaries, promotions,
raises, etc., being noted. Demographic data were also available from the JAG files
which included: sex, race, marital status, dependents, if any, handicapped status,
citizenship, birth date.

Various types of statistical analyses were conducted on this data to provide us with
information to address the program aspects specified in the Session Law.

Audit Scope

Our audit of the Jobs for Arizona Graduates program addressed the four statutorily
mandated areas.

Finding |

e The program's effect on student job placement

o The effect of student selection criteria and program content on JAG
participants

Finding Il

e Overall cost effectiveness of Arizona's program

Finding !l

o Evaluation of the organization and management of the program

This audit was conducted in accordance with generally accepted governmental
auditing standards.

The Auditor General and staff ‘express appreciation to the administrations of
Northern Arizona University, the Arizona Department of Education, and the high
schools involved for their cooperation and assistance during the course of our audit.



FINDING |

THE JOBS FOR ARIZONA GRADUATES PROGRAM IS NOT
SUCCESSFUL IN PLACING HIGH SCHOOL SENIORS IN JOBS

The Jobs for Arizona Graduates program (JAG) does not appear successful in placing
high school seniors in jobs. Although the program's goal is to secure full-time,
permanent employment for those students who lack necessary skills, training, and
experience, analysis of the 1985-86 data indicates that the placement rate for these
targeted "at risk" students is very low. Many students who did obtain jobs found only
part-time, low wage positions. In addition, analysis shows that the job placements
that did occur were not attributable to the JAG program.

JAG's Goal Is To Secure Employment
For "At Risk" Students

The goal of the JAG program is to secure full-time, permanent employment for those
high school seniors who lack the necessary skills, training and experience to make a
successful transition into the working world. Standards and program outlines
established by Jobs for America's Graduates (JAMG), the national organization, do
not specifically set forth criteria for the selection of students. The Program
Operations Handhook (Volume 1, 1983) states, however, that "students selected for

the program should be those seniors in the high school that are most likely to be
unemployed following graduation." This same Handbook, revised in 1985, also states
that "targeted students primarily include those students referred to as general
education students and those most likely to lack the skills and/or motivation and -
preparation necessary to find and retain employment upon graduation." Throughout
JAMG literature there is a consistent indication that students should be those high
school seniors who:

e are enrolled in general academic programs (i.e., not taking vocational education
classes);

¢ do not already possess employability skills;

¢ have limited or no employment experience.

In order to operationalize this definition, we chose individual 1985-86 student
participants who had not takeh vocational education classes, had no special
employability skills, and had not been previously employed. For our analysis, student
participants with these characteristics are defined as "at risk."



Placement Rate For "At Risk"
Students Is Low

The JAG program in Arizona appears to place few "at risk" students in jobs. An

) indicates that most of

analysis of sample data from the 1985-86 student files a
the students in the JAG program were not the types of students the program says it
targets. They either had taken vocational education classes, had special
employability skills, or had previously been employed and were, therefore, not at high
risk of unemployment. Table 2 (page 9) shows that the number of students who

actually were "at risk" is very low at each of the nine schools.

Only 36 (11 percent) of the students were actually "at risk" for unemployment as
defined by JAMG. Even if those students whose risk status is unknown (26) are
presumed to be "at risk," the total of "at risk" students increases only to 62 (19
percent). Most students (266, or 81 percent) are not the at risk students as defined by
JAMG. Thus, the number of targeted students assisted by JAG was minimal since the
majority of students during 1985-86 were not "at risk."

Because the number of "at risk" students enrolled in the JAG program is low, these
students' placements are also very low. Table 3 (page 10) illustrates that only 17 "at
risk" students were placed, compared to the 156 "not at risk' students who found
jobs. Qverall, "at risk" students who were placed account for only 5 percent of the
entire sample of 328 students.

This low success rate contrasts sharply with the rate for Arizona reported by the
national JAMG program. JAMG reported in 1986 that 63 percent of its Arizona

students found jobs and that 90 percent found jobs or experienced a '"positive

outcome." (2)

M Sample data are based on nine schools where complete student files were available.
The available data for all 15 schools participating in the JAG program during 1985-86
were also examined as part of the analysis, and no substantial differences were found
between schools with complete- student data and those with only partial data.
Therefore, this sample appears to be highly representative of the entire 1985-86
student population.

(2) Positive outcomes include students finding jobs at the end of the JAG program and
students who decide to enter college, post-secondary training or the military.



TABLE 2

AR1ZONA JAG STUDENTS
WHO WERE "NOT AT RISK" AND "AT RISK"
FOR UNEMPLOYMENT

Total Students "Not At Risk" "At Risk"

High School Enrolled in JAG Students Students Unknown
Casa Grande 47 36 6 5
Chandler 44 34 9 1
Coolidge 9 8 1 -
Coronado 55 47 2 6
Deer Valley 35 31 4 -
Marcos de Niza 35 25 2 8
Pueblo 37 28 4 5
Santa Cruz Valley 24 21 3 -
Tolleson _42 36 _ 5 1
Totals 328 266 36 _26
Percentages 100% 81% 11% 8%
Note: These are sample schools only. See footnote (') page 8, for

description of sample data.

Source: Prepared by Office of the Auditor General from analysis of 1985-86
JAG data.



TABLE 3

RESULTS OF "AT RISK,"
"NOT AT RISK," AND UNKNOWN STUDENT PLACEMENTS

Total "Not At Risk" "At Risk" Unknown
High School Placements Placements Placements Placements
Casa Grande 25 21 1 3
Chandler 24 20 4 -
Coolidge 3 3 - -
Coronado 30 - 28 1 1
Deer Valley 21 18 3 -
Marcos de Niza 22 21 1 -
Pueblo 1 9 2 -
Santa Cruz Valley 17 15 2 -
Tolleson 24 Al 3 =
Totals 177 156 11 _4
Note: These are sample schools only. See footnote ('), page 8, for

description of sample data.

Source: Prepared by Office of the Auditor General from analysis of
1985-86 JAG data.
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However, these figures overstate the program's success in two ways. First, JAMG is
unaware that a large proportion of Arizona students are not "at risk." Second, JAMG
bases its percentages on the number of students "available for placement.”“)
During 1985-86 approximately 31 percent of the total student enrollment was not
available for placement, and most of these unavailable students had dropped out of
school during the year. Thus, the nationally reported placement rate for JAG

students appears much higher than its actual accomplishment.

Many Jobs Were Part-time,
Low Wage Positions

Many of the jobs filled by 1985-86 JAG graduates do not meet the program's goal.
According to JAG literature, placements are supposed to be full-time positions that
pay more than minimum wage and provide an opportunity for advancement.
However, our analysis shows that almost half of the total placements (47 percent)
were in part-time positions.

An analysis of the hourly wages received by the 1985-86 JAG graduates indicated
that many of these jobs were low paying positions. An estimated 30 percent of the
graduates earned the minimum wage of $3.35 per hour or less. The data also
indicated that the "at risk" students received lower average wages ($3.93 per hour)
than did "not at risk" students ($4.09 per hour). These results differ from JAG's
report, issued in March 1987, that its 1986 graduates earned an average wage of $4.23
an hour for a 40-hour week.

Job Placements Not Attributable
To JAG Program

Although some 1985-86 JAG students found jobs, those jobs do not appear to be a
result of the JAG program. Analysis of the 1985-86 data indicates that the
curriculum ‘) does not enhance the employability skills of "at risk" students, and
has no significant relationship to job placement. Previous employment appears to be
the only significant contributor to job placement.

(1 Students unavailable for placement are those who dropped out of school, did not
graduate, are pregnant and not seeking employment, are recuperating from a serious
il1ness or injury, or are imprisoned.

(2) See pages 4 and 5 for JAMG's description of the curriculum.

IR



Analysis of the 1985-86 JAG student data revealed that the curriculum fails to
enhance the employability skills of "at risk" students. The differences between pre-
and post-test scores in the three curriculum areas - Career Development, Job
Attainment and Job Survival - were assessed separately for "at risk" and for "not at
risk" students. ‘'’ While students "not at risk" significantly improved their
scores in all three areas, "at risk" students showed no improvement in any area.
Thus, the "at risk" students did not significantly increase their knowledge af
employment skills.

In addition, our analysis found that the curriculum does not provide knowledge that
facilitates job placement. The student data showed no significant relationship
between higher post-test scores and job placement. On the contrary, those students
who were placed in jobs had statistically significant lower post-test scores than did

students who were not placed in jobs. (@)

Only one variable, previous employment, appeared to contribute significantly to JAG
graduates' success in finding employment. ) Most of the jobs found by the 1986
graduates appear to be the result of their own experience rather than any skills
learned in the JAG program.

Not only is the JAG program ineffective, the strong lack of effect raises strong

doubts as to whether the program can be made effective. In essence, a new program
with a different target group and a different curriculum would be needed.

RECOMMENDATION

The Legislature should consider terminating the Jobs for Arizona Graduates program
because it does not appear to contribute to increased employment opportunities for
"at risk" students.

S Career Development —— t = 6.40,-p. < .001
Job Attainment -— t = 3.36, p. < .001
Job Survival -- t = 3.93, p. < .001%
(2) t = 2.90, p. < .01
(3) Chi-square = 5.30, p. ¢ .05, Kendall's Taup = .15, p. < .01
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FINDING Il

THE COST OF PLACING STUDENTS THROUGH THE
JOBS FOR ARIZONA GRADUATES PROGRAM
APPEARS HIGH

Although the cost effectiveness of the Jobs for Arizona's Graduates (JAG) program is
difficult to measure with any certainty, the cost of placing students through JAG
appears high. Analysis of placement costs for the "at risk" students shows that the
cost per placement for the 1985-86 school year may be excessive. Other programs
appear to train and place students at less cost than JAG.

Placement Costs For "At Risk"
Students May Be Excessive

The cost of placing "at risk" students may be excessive. An analysis by our Office
found that in 1985-86 the "at risk" students represented about 11 percent of the
population we sampled, and their placement rate was approximately 5
percent. D" When these percentages are applied to the entire JAG student
population, we calculate about 63 "at risk" students in the total population of 571,
and about 29 "at risk" placements. (See footnote 2, page 8 for explanation.)

The cost of serving these "at risk" students during the 1985-86 year appears high.
Total costs for the JAG program were $619,139. Table 4 shows that the program
costs per student can be viewed in several different ways depending upon the
definition of students benefiting from the program. For example, if any student who
enrolled in the program benefited to some degree, even those who dropped out of
school or were not placed in jobs, the cost per student for the 1985-86 school year is
$1,084. However, if job placement for "at risk" students is the only program success,

the cost per "at risk" student placement leaps to $21,350 per student. (2)

m See pages 7 to 13 of Finding I.
(2) Jobs for America's Graduates (JAMG) estimates that nationally average costs range
from "less than $700 per participant" to "less than $1,400 per placement."
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TABLE 4

COST OF 1985-86 JAG PROGRAM
FOR VARIOUS STUDENT GROUPS

Cost Per
Number Student
ALL STUDENTS 57 $ 1,084
Placed 297 $ 2,085
"AT RISK" STUDENTS
Completing the Program 63 $ 9,828
Placed 29 $ 21,350

Source: Prepared by the Office of the Auditor General from analysis of 1985-86
JAG data.

According to JAMG, if the number of students per job specialist drops below 35, the
result will be "unacceptable costs per placement." In Arizona, during the 1985-86
school year, five of the 15 participating schools had student enrollments of 35 or
fewer, and two other schools had enrollments of only 37 students.

Other Programs
Cost Less

Review of other programs suggests that JAG costs are high. Although, we could
identify no programs in Arizona that are directly comparable to JAG, two other
programs - the Mesa Youth Placement Service and Arizona vocational education
programs - do provide some basis for comparison.

An accurate assessment of the cost effectiveness of JAG requires comparing its costs
to those of similar programs. However, no programs in Arizona could be identified
that encompassed both essential elements of JAG: classroom instruction and job
placement. Two programs that each provide one of these elements (classroom
instruction and job placement) were identified and their costs estimated for a
comparison with JAG.

14



Mesa Youth Placement Service - The Mesa Youth Placement Service (MYPS) costs

about $151 per student placement. MYPS is a job placement service funded by the
Mesa High School District, City of Mesa, Mezona Foundation and Department of
Economic Security. It places students aged 12 to 19 in full or part-time, permanent
or temporary positions, and provides career counseling as well as skills workshops.
The job placement function of MYPS can provide somewhat of a comparison to the
job placement element in JAG. MYPS has an estimated 1,620 placements per year
and its 1987 expenditures were approximately $245,000, which results in cost per
placement at $151 per student. JAG's cost per placement for all students is $2,083
(see Table 4 page 14).

Arizona vocational education programs - Arizona's vocational education programs
)

cost less than $293 per student. M vocational education, like JAG, provides
classroom instruction. Vocational education in Arizona is taught in high schools,
community colleges, and other private sector secondary schools. Funding for
vocational education is provided by State appropriations and Federal grants as well as
by local school districts. The cost per student of Arizona's vocational education
programs was computed by adding the 1986 funding from all three sources, for a total
State expenditure of more than $65 million. In school year 1986-87, an estimated
128,100 students were enrolled in public secondary schools and another estimated
97,000 in colleges. There is no estimation, however, of the number of students
enrolled in private secondary schools and in other educational institutions. Thus, the
$293 estimated cost per student in the program is a high figure, but is still less than

half of JAG's cost of $1,083 per participant (see Table 4).

RECOMMENDATION

If the Legislature decides to continue funding student job placement programs, which
specifically target at-risk students, consideration should be given to developing and
funding less costly programs. Existing programs such as the Mesa Youth Placement
Service should be studied as a possible alternative to JAG.

(m The amounts used to calculate this cost were obtained from the Arizona Department of
Education.
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FINDING Il

JAG DID NOT FOLLOW LEGALLY REQUIRED PROCEDURES WHEN
REIMBURSING NORTHERN ARIZONA UNIVERSITY
$367,202 FOR ITS SERVICES AS FISCAL AGENT

Fragmented responsibility and reliance on informal agreements led Jobs for Arizona
Graduates (JAG) to pay Northern Arizona University (NAU) $367,202 for its services
as fiscal agent without following legally required procedures. Oversight of the
program operations has always been fragmented, with several entities in partial
control. Informal agreements governed these relationships, which resulted in NAU
not following legally required procedures to receive reimbursement for its role as
program fiscal agent. However, current program organization centralizes oversight
and has increased the level of management control.

Responsibility Is Fragmented

Since JAG was implemented in 1980, there have been three entities responsible for
parts of its operation. No one entity had complete program responsibility.

o  Authority Board - The JAG Authority Board was established by Laws 1981,
Chapter 196. It was mandated by statute to "establish a program for curriculum
development, identification, screening, selection and training of Arizona high
school graduates for jobs in this state." This statute expired effective June 30,
1982, and no continuing statute was ever developed. The Authority Board
maintained the ultimate decision-making responsibility for the program (despite
no continuing statutory authority) until program responsibility was transferred
to NAU in 1986.

e Department of Education - The Arizona Department of Education (ADE) was
given a line-item appropriation by the Legislature to provide vocational
education assistance through JAG from fiscal year 1982-83 through 1985-86.
Program responsibility was transferred to ADE during this period since the
Authority Board had legally expired. During this period, ADE's responsibilities
were more than merely acting as a conduit for the distribution of money. This
responsibility concluded on May 5, 1986, when the Legislature transferred both
the 1986-87 fiscal year appropriation and 20 full-time equivalent positions for
JAG from ADE to NAU.

o Northern Arizona University - Northern Arizona University served as fiscal
agent for the program from July 1, 1980 to June 30, 1986, and had full program
responsibility from May 1986 -to June 1987. According to NAU personnel, its
duties as fiscal agent were to provide financial record keeping and personnel
administrative services. NAU administrative staff saw their role as that of the
"banker" for the program, though this role was never defined by a formal
agreement. In June 1987, the Legislature chose not to fund the program at
NAU, and transferred it to ADE. ADE elected to serve as its own fiscal agent.
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JAG Program Officials Failed To
Follow Legally Required Procedures

The fragmented responsibility for JAG's operation increased the need for clear,
formal agreements among the various agencies. However, this did not occur. For
example, an intergovernmental agreement was needed between JAG and NAU to
define fiscal agent duties and means of compensation, yet one was never developed.
As a result, more than $367,000 in indirect and administrative cost reimbursement
was paid to NAU in an unauthorized manner for fulfilling the fiscal agent role.
Similarly, a valid agreement was also needed, but not developed, governing
disposition of JAG property.

Intergovernmental agreement needed - Lacking an agreement for payment has

resulted in more than $367,000 of unauthorized payments to NAU. However,
because both ADE and NAU appear to be satisfied with the services, further legal
action does not appear warranted.

NAU operated as program fiscal agent through an informal, unwritten agreement
with JAG and ADE. The indirect cost charges made by NAU to compensate for
costs incurred as fiscal agent were paid from the ADE line-item appropriation for
the JAG program. NAU charged the JAG program a yearly fee of approximately 5
percent of the total program budget. This amount was intended to cover the
"intangible" administrative costs. The exact amount of this fee was determined
through the budget process and approved by the authority board. According to the
NAU accountant, the amount of 5 percent was consistent from year to year, since
JAG was a continuing grant program. During NAU's tenure as fiscal agent it
charged JAG more than $367,000.

According to a November 1987 Legislative Council opinion, an intergovernmental
agreement was necessary for NAU to be reimbursed for it fiscal agent duties. The
opinion states:

"From the inception of the authority board to May 5, 1986, the indirect
costs have been part of an agreement between one state entity, NAU and
another, first the authority board then DOE. Interagency agreements are
governed by title 11 chapter 7, article 3, Arizona Revised Statutes. The
agreements which gave rise to the indirect cost charges qualify as interagency
agreements and they must meet the requirements of A.R.S. section §11-952.
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"The interagency agreement provisions apply to public agencies which
include departments, agencies and boards of this state. A.R.S. section 11-951.
DOE is a department of this state and the authority board and the board of
regents, the governing board of NAU, are boards of this state. All three qualify
as public agencies."

The opinion further states:

"Because the powers of the three agencies encompassed the duties of JAG, the
agreements involved the exercise of common powers and were interagency
agreements subject to A.R.S. section §11-952.

"Interagency agreements must be in writing and specify the duration and
purpose of the agreement, the manner of financing the project, the methods
used to accomplish the goals of the project and any other necessary matters.
The agreement must be submitted to the attorney general for the agency and be
filed with the secretary of state or the county recorder depending on the scope
of the agreement. A.R.S. §11-952."

"The agreements concerning NAU's role as fiscal agent for JAG were not
in writing, were not submitted to the attorney general, the attorney for the
advisory board, and DOE, and were not filed with the secretary of state.
Because these requirements were not met no monies, including the indirect
costs, could be paid under the contracts. A.R.S. section §11-952, subsection J."
(Emphasis added)

In the absence of an agreement NAU and ADE did not follow legally required
procedures for NAU to receive compensation for its fiscal agent duties.
Technically, both NAU and ADE could be held liable for repayment of the funds
involved for this statutory violation. However, according to the Attorney General's
Office, because both ADE and NAU agreed on the services provided and the actual
cost incurred, no cause appears to exist for legal action in this matter.

Agreement needed to govern transfer of JAG property - The lack of interagency

agreements also affects ownership of program property. In the absence of a valid
agreement, NAU cannot retain ownership of JAG purchased furniture.

NAU is claiming ownership of all JAG furniture based on an informal agreement
with ADE. This agreement states that any furniture or property purchased on
vocational education grants and the Jobs for Arizona Graduates grant has its title
vested in the Department of Education for the first three years the project is in
existence. If the project lasts more than three years, the title to the property will
be relinquished to the university. The JAG program has been in existence for eight
years. Therefore, NAU is claiming ownership of all JAG furniture.
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According to a November 1987 Legislative Council opinion, the informal agreement
between NAU and ADE does constitute a written contract. However, the opinion
concludes that:

" the agreements between NAU and DOE and JAG are subject to the
requirements of A.R.S. section §11-952. This section allows agencies to dispose
of property pursuant to an interagency agreement, . . .The contract was not
approved by the attorney general or filed with the secretary of state, however,
so it is not a valid interagency agreement under A.R.S. Section §11-952."

Current Organization Under
ADE Improves Control

The responsibility for JAG was returned to ADE effective July 1, 1987, which has
streamlined program oversight. ADE is now the only entity responsible for JAG
operations. NAU no longer serves as fiscal agent for the program and the Authority
Board now serves only in an advisory capacity. Thus, the fragmented responsibility
which contributed to the problems described in this Finding has been eliminated.

RECOMMENDATIONS

1. Intergovernmental agreements should be used by JAG and ADE when required
by law.

2. NAU should either return all JAG property to ADE, including furniture, or
obtain a legal agreement for its proper disposition.



C. DIANE BISHOP
Superintendent

Arizona
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1535 WEST JEFFERSON
PHOENIX, ARIZONA 85007
(602) 255-4361

January 28, 1988

Mr. Douglas R. Norton, Auditor General
State of Arizona

2700 North Central Avenue, Suite 700
Phoenix, AZ 85004

Dear Mr. Norton:

The revised final draft of the performance audit of the Jobs for Arizona Graduates

Program has been received and reviewed by myself and appropriate staff members.

In my correspondence to you on January 15, 1988, I indicated the five areas which
needed further clarification in the final report. During the exit interview with your
staff, those items were discussed at length. Upon review of the final draft report, [

note you addressed some of our concerns. However, further clarification is needed.

In just a few months, our Department has implemented an expanded initiative for
JAG which, for the first time since the program's inception, includes a major
financial (buy-in) commitment for local educational agencies. Professional staff
development for Job Specialists, new curriculum thrusts, expanded partnerships with
business and industry, and an improved student assessment system is now in place.

Recommendation — In Arizona, there are a growing number of students who need a

school-to-work transition initiative and that initiative needs to incorporate the
positive program thrusts of programs such as Jobs for Arizona Graduates, lL.e., on-
the-job training activities, business and industry linkages, instruction designed to
meet the needs of "at-risk" students, a youth organization, and parents as key

partners in the career selection process.

The Department's efforts need to be highlighted. A program which emphasizes
school-to-work transition warrants d new time frame in order to demonstrate its

viability.
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I request this correspondence be included in the text of the published report. The

following five major issues are highlighted:

. "At-Risk" students
. Program Costs

I
2
3. Curriculum
4. Part-Time Employment
5

. Job Placement

1. Definition of "At-Risk" Students — The report should have focused on a broader set of

criteria and references in defining the "at-risk" students that Jobs for Arizona
Graduates (JAG) served 1985-1986. As stated on page one, Jobs for America's
Graduates was started in 1979 as a means to use research and demonstration
activities as a national strategy to reduce youth unemployment. As an arm of Jobs
for America's Graduates, the mission for the Jobs for Arizona Graduates program has
been to reduce youth unemployment in Arizona. The question then is: Who are the
unemployed youth of Arizona? The resource used to answer this question is the

report: Labor Market Information, Youth in Arizona, being published by the Arizona
Department of Economic Security Research Administration in cooperation with

Arizona Department of Education, Vocational Education Division, June 1986.

Minorities — "The minority unemployment problem is not only evident at the national
level, but at the state level as well. Unemployment rates among minorities in
Arizona are very high — black teenagers, 25 percent; native Americans, 26 percent;
and Hispanics, 18 percent. This high unemployment rate is regarded as a consequence

of financial difficulties and lack of educational competencies." (D.E.S., 1986)

High School Dropouts — "The group with the highest overall unemployment rate in
Arizona among youth is by far the teenage-dropout group at 26 percent.
Furthermore, nearly 80 percent of the youths who were employed in Arizona during
1984 were high school graduates or had some college education. Since a higher level
of education-attained has a positive effect on employment, the outlook for minorities
from this perspective is not encouraginé. In 1984, the highest dropout rate, 17.6
percent, was registered by Native Americar: enrollees followed by Hispanics with 15
percent, and Blacks with 14.6 percent. In Arizona, dropout rates among minorities

are several percentage points higher than the state overall rate. There is a direct



Mr. Douglas R. Norton
January 28, 1988
Page 3

relationship between groups with high unemployment rates and those with high school
dropout rates." (D.E.S., 1986)

Living in Poverty — "Living in poverty is an important factor affecting youth
employability. The location of their residence and accessibility to a competitive edu-
cation play major roles in the effective preparation of youth for entry into the labor
market. Nearly 50,000 youths lived in poverty during 1985 in Arizona, but the propor-
tions of minorities under the poverty level was much higher than their representative

proportions in the population." (D.E.S., 1986)

Combination of Factors — "Youth is a heterogeneous group in our society and their
high rate of unemployment cannot be attributed to a single factor, but to a
combination of factors such as lack of communications skills, inappropriate attitudes
and behaviors, lack of labor market information, early parenthood, being
economically/educationally disadvantaged, or part of a minority group." (D.E.S.,
1986)

Demographic Report of 1985-86 — Jobs for America's Graduates prepared a report
entitled: Characteristics of Participants in Jobs for Arizona Graduates, Class of
1985-86. It was prepared by the Center for Labor Market Studies, Northeastern
University, Boston, Massachusetts. This report was available to the audit staff.

The Demographic Statistics for the JAG 1985-86 Class Are as Follows: — Race/ethnic
composition: 49 percent Hispanic, 7.9 percent American Indian, 7.9 percent Black for
a total of 59.8 percent minority students served.

Proportion of JAG participants living in poor or near-poor families: 48.3 percent.
High school curriculum of JAG 1985-86 students: general academic, 84.3 percent
Junior year grade point average 1985-86 students: C to D and below, 84.8 percent.
Probation/suspension/expulsion status of junior year: 26.8 percent of JAG 1985-86
students.

Days absent during junior year: 6 to 21 or more days: 67.5 percent of JAG [985-86
students.

Senior year employment and fall 1986 p‘lans: work only, 30.7 percent;

Work plus school: 47.2 percent (JAG 1985-86 students)

The audit staff (page 7 — Report 88-1) refers to Jobs for America's Graduates
literature regarding the target group »f students to be served without considering
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constant reference to demographics of Arizona JAG (1986 Annual Report, 1986 Jobs
for America's Graduates, Accreditation Report, and Five Year Research Report).

These reports were available to the audit staff.

The audit staff in choosing an "at-risk" student criteria did not include in their
definition significant demographic factors as minority, poverty level, academic
performance, absenteeism, and nowhere evaluated "a combination of 'at-risk’
factors." For example, a JAG student who is Black with a D academic average and a
high absentee rate is certainly "at-risk" of dropping out of school. It is clearly stated
by the Department of Economic Security reports and statistics that a student who
drops out of school is "at-risk" of employment. On page 11, in fact, the Auditor
General report states that, "During 1985-86 approximately 31 percent of the total
1985-86 JAG student enrollment was not available for placement, and most of these
unavailable students had dropped out of school during the year." [t is very, very
difficult to understand how the audit staff can state on page 8 of the report that using
their criteria 11 percent of the 1985-86 JAG students were actually "at-risk" for
unemployment. The report states (page 7): "In order to operationalize this definition
of 'at-risk,' we chose individual 1985-86 student participants who had not taken
vocational education classes, had no special employability skills, and had not been
previously employed. For our analysis, students with these characteristics are defined
as "at-risk." This limited definition of 'at-risk' accounts for the 11 percent figure and
for the tremendous discrepancy between the Jobs for America's Graduates 1986
Accreditation Report and Report 88-1.

Jobs for Arizona Graduates (JAMG) — The evaluation team of Jobs for America's
Graduates Accreditation team spent three days of interviewing (both in person and by
telephone) and reviewing the Jobs for Arizona Graduates files and records while they

were present in Arizona.

The evaluation team was able to talk to ten of the fourteen principals of the high
school where the program operated. The report states that: "without exception the

principals were very favorable to the JAG program."

A physical count was made of the placement files at the main office and no excep-
tions were found to indicate concern when the numbers were compared with the

September and October, 1986, month-end reports. Additionally, the evaluation team
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telephoned 28 program completers or graduates of the Jobs for Arizona Graduates

program and the graduates were very favorable in their remarks.

The Arizona audit team conducted their review after the program was no longer

functioning, after job specialists had been terminated, and after files were of little

concern to the schools as they viewed the program as being terminated.

The JAMG 1986 accreditation report states: "Jobs for Arizona Graduates is operating
in full compliance with the standards as set forth in the JAG school-to-work

transition model. "The student selection process in Arizona appears to be in close

accord with major features of the JAG model." The report then goes on to detail at

length: the demographics of the students stressing academic achievement which was
very low, stressing the composition of the minority group, stressing the poverty level

of the students involved.

Concluding Remarks — Definition of "at-risk" — Using a narrow definition of "at-risk"

for the report failed to reflect accurate cost per student ratios and diminished the

impact the JAG program was having on "at-risk" students.

2. Program Cost Comparisons — The audit report compares JAG program costs

(pages 14-15, Report 88-1) to the cost of operating Mesa Jobs for Youth and

Vocational Education.

According to Jobs for America's Graduates Five-Year Research Report: "Findings
over the five-year period, 1979-1984, are that the cost of one student placement
(including nine months of follow-up) averages less than $1,400 (half of the JTPA
average). The correct comparison for JAG is JTPA program costs as JTPA serves
youth of similar demographics; i.e., poverty level, minorities, etc. JAG program costs
could well be compared to the cost of the ramifications of being unemployed; i.e.,
being institutionalized, suicide, substance abuse, or incarceration. JAG is an
extremely wise use of dollars spent when making those comparisons. The audit team
comparisons to Mesa Jobs for Youth program includes cost factor ratios based on
"full- or part-time, permanent or temporary positions" (page 15 — Report 88-1). A
question: How many of the "temporary" jobs were babysitting placements? Who
foiiows up on student placements to see how many months the students stay on the
job? Getting a temporary, part-time, or fuli-time job is one thing, but a youth staying
on the job is another matter. Generally, an unsupervised (no school program) youth

(16-19 years old) quits a job within three months.
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Vocational education program completers are youth who have made a "career
decision™ and that makes the difference. According to the reams of literature on
"career undecided youth," they are in fact the target population of JAG. In large
measure the career undecided youth is the general academic track student, the low
academic achiever, the poverty, minority youth combination. This could also be an
answer to the discussion of program effectiveness and low pre- and posttest gains. If
students are "career undecided," they are not motivated to learn curriculum content,
to score high on tests, etc. Here, is where the JAG program could possibly be
improved. It is the intent of the JAG Education Program Specialist with the Arizona
Department of Education to conduct experimental research during the spring of 1988
with the present JAG students. They will be administered Osipow's Career Decision
Scale and given a treatment to include the completion of a career pathing document
to improve their ability to become career decided. This in turn will improve the

number of program completers.

Concluding Remarks — Program Costs: The program cost comparisons used are

incorrect due to unlike student populations and services.

JAG Curriculum — The description of the JAG curriculum (page 3, Report 88-1) is

accurate. Vocational cooperative education and work experience programs in Arizona
as well as other job placement programs have a similar list of curriculum com-
petencies as JAG. Additionally, all the literature regarding "at-risk" youth details a
similar course of study. If a new school-to-work transition program is started as the
Auditor General suggests, dollars would once again be spent developing the same cur-

riculum or one extremely similar and that would be a waste of dollars and time.

[f the JAG curriculum is a competency based one as stated in the JAG curriculum
guide, then other performance criteria need to be used to evaluate its effectiveness;
i.e., completed application blanks, videotaped interviews, etc. Making a judgment on
one paper and pencil test is just that, one indication of curriculum effectiveness.
What needs to happen to improve the effectiveness of the JAG classroom instruction
1s to administer a learning styles inventory such as the DUNN and DUNN to determine

a learning styles profile of JAG students.

Based upon that learning styles profile, the instructional style that is most effective
for that learning styles profile needs to be implemented by JAG Job Specialists when

delivering curriculum competencies.
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All the literature on youth unemployment suggests that another problem for this
group of youth is "feeling unconnected from society. They are lacking in feelings of
potency, self-worth, connection with others, and a concern for the common good."*
The Auditor General's report does not address the Career Association that is part of
every JAG program. The Career Association activities are designed to connect the
students to the larger society; i.e., adopting a needy family at Christmas time. Your
audit staff could have identified this strength by interviewing former JAG graduates
as the Jobs for America's Graduates accreditation team in writing their 1986

accreditation report.

Concluding Remarks — Curriculum: It is our opinion that the measure of the

effectiveness of the JAG curriculum was too narrow.

4. Part Time Jobs — Many part-time jobs were combined with continued schooling.

According to the Jobs for America's Graduates 1986 Accreditation Report, 15.3
percent of the 1985 JAG nongraduates were combining part-time work and schooling,
6.8 percent of the 1985 JAG nongraduates were just employed part-time. In many
instances, part-time employment must be the case for JAG program participants.
This particular group of students is the low academic achieving group and many are
forced into fifth year schooling or GED preparation. When the JAG program
completers do go on to further schooling, it is at the community college institution as
opposed to a four-year college. This can be verified by reading JAG Job Specialists’
JAG 8-9 reports.

The files that your staff used for their reporting have not been available to the
present JAG Education Program Specialist to determine details regarding part-time
employment for the 1985-1986 JAG graduates. However, the Jobs for America's
Graduates Accreditation Team did survey 1985-86 JAG students as to their plans
after high school and 47.2 percent of the students stated that they would be

combining part-time work and part-time schooling.

Concluding Remarks — Part-time Jobs: [t is our opinion that the characteristics of

the student population served by JAG is the most prominent predictor of job

placement, not the program operation.

*Wircenski, Jr. L.Ed. Handbook of Special Vocational Needs Education
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5. Job Placements — The mission of Jobs for Arizona Graduates as stated previously is

to solve youth unemployment; i.e., get the JAG student a full-time job. Previous
employment as stated in the Auditor General's Report 88-1 is a strong foundation for
future employment. Students with low academic skills are less likely to be hired for
jobs above minimum wage (D.E.S., 1986).

Concluding Remarks — Job Placements: We believe encouraging the JAG program

completer to continue part-time schooling is a solution to higher future wages but

may not see fruition for several years after a school-to-work program.

Recommendation — In Arizona, there are a growing number of students who need a school-

to-work transition initiative and that initiative needs to incorporate the positive program
thrusts of programs such as Jobs for Arizona Graduates, i.e., on-the-job training activities,
business and industry linkages, instruction designed to meet the needs of "at-risk"

students, a youth organization, and parents as key partners in the career selection process.

In closing, I wish to thank your staff for their efforts in carrying out the mandate of
* Chapter 334, Subdivision 77 of the 1987 Session Laws which directed you to evaluate the

program and prepare recommendations.

Sincerely,
- ;~ : 7 ) :
- &%/7 St /f] ’ 2. -

C. Diane Bishop
Superintendent of Public Instruction

nial70



NORTHERN ARIZONA UNIVERSITY

OFFICE OF THE PRESIDENT

January 26, 1988

Mr. Douglas R. Norton
Auditor General

2700 North Central Avenue
Suite 700

Phoenix, AZ 85004

Dear Mr. Norton:

We receijved your performance audit of the Jobs for Arizona Graduates
program on January 23, 1988. Since that time we have reviewed the final
draft copy made available to us and we have developed responses by Northern
Arizona University for and on behalf of the Arizona Board of Regents.

Our responses are attached to this letter.

Sincerely,

ﬁé& /“ :
gene M. hes

President

EMH:pv

Enclosures

NAU Box 4092  Flagstatf, AZ 86011 (602) 523-3232



NORTHERN ARIZONA UNIVERSITY
RESPONSE TO
A PERFORMANCE AUDIT
OF
THE JOBS FOR ARIZONA GRADUATES PROGRAM

January 25, 1988

The responses are developed and referenced to each page of the

report in relation to the final written draft on The Performance Audit

of the Jobs for Arizona Graduates Program signed January 22, 1888 by

Douglas Norton, Auditor General.

1.

2.

3.

)

)

)

Appendix list of tables and table 1, page 4 includes the word
unaundited. The word unaudited 1s in conflict with the statement

on page 6, second to the last sentence which states “"this audit

was conducted in accordance with generally accepted governmental
auditing standards.” As was discussed in the meeting on Wednesday,
the word should be either: (A) removed, or (B) changed to read
audited, or (C) left to read as unaudited but footnoted with an
explanation as follows: The word unaudited is used because this
project did not include a full audit as defined by the Auditor
General Staff. This project was subject to audits and was included
in each Annual Financial Report during the periode that this project
was active. A limited audit was conducted by the Auditor General
Staff recently to examine the accounts which included a review of
vouchers and verification of some costs.

Summary section, second paragraph from the end of that section,
second sentence from the last the word compensation is incorrect.
The correct word is reimbursement.

First paragraph on page 17 and on page 18, first, second and third
paragraph and any other area in the report where the word agreement
is used, it should be proceeded by the word intergovernmental.

The reader of this report should not be misled that we did not have

an agreement. We did in fact have a written agreement. We did not



execute an intergovernmental agreement. Consequently, on page 17,
the first paragraph and any other place in this report where the wording
states "following legally required procedures” should be deleted and
changed to read "did not execute an intergovernmental agreement”.
The last paragraph on page 17, second sentence from the last, needs
to be deleted. This sentence states "NAU Administrative Staff saw
their role as that of the "banker” for the program, though this

role was never defined by a formal agreement.” This sentence is in
conflict with the sentence preceeding and is incorrect. We were
delegated and assumed the responsibility of fiscal agent. We did
provide financial record keeping, personnel adminisgtrative services,
the use of our purchasing department, property control department,
accounts payable department, cashiers, computer service, payroll
department, grant and contract administration, spongored projects
accounting department, NAU staff attendance at Authority Board
meetings, and all other responsibilities for carrying out our

fiscal requirements. Further discussion of the fiscal agent
agreements are discussed in the next responsge ldentified as five.

In paragraph 1, page 18, second sentence from the last, states as

a result more than $367,000 in indirect and administrative cost
reimbursement was pald to NAU in an unauthorized manner for
fulfilling the fiscal agent role. (A) This should be changed not
only in paragraph 1, but 2 and 3 also to read during NAU's tenure

as fiscal agent it charged $367,202. (B) The word unauthorized
used in paragraprh 1 and 2 needs to be deleted and the first sentence
in paragraph 3 needs to be changed to a written agreement and this
prroject was conducted on a continuing basis in cooperation with ADE,
NAU and Authority Board. The reason for deletion and change in
wording can be supported by written agreements. Attached are the

four written agreements which are identified as exhibites 1-4, for



the period July 1, 1980 to the ending date of June 30, 1986. Each

one of these agreements have an authorized agent signature for NAU

and Carolyn Warner for ADE as authorized signature for the statement
that states: “Signature signifies that agreement and assurances are
on file at the ADE and that the Applicant Agency agrees to all
conditions stipulated in this Application and/or Amendments, thereto.”
In addition, we are providing further proof of NAU &8 agreement as
fiscal agent, see attached coples of letters from Carolyn Warner

dated July 1, 1980 (Exhibit 5) and May 19, 1982 (Exhibit 6). Attached
is a copy from President Hughee dated July 19, 18980 acknowledging
receipt of letter and accepting responsibility (Exhibit 7).

In paragraph 3, page 18, first sentence, and throughout the report,
delete "with JAG", that 1is the program title. In lieu of the word
“JAG", use Authority Board.

In paragraph 3, page 18, third sentence change the word “"budget” to
read "program expenditures”. The 5% indirect cost was charged against
actual not budget amounts.

In paragraph 3, page 18, as we agreed in the meeting on Wednesday, the
word "intangible” should be removed. We agreed that we had previously
used this word incorrectly.

Sentence 2, recommendation, page 20. NAU response will be as follows:
NAU does reccognize the need for reviewing the need for an

intergovernmental agreement to provide for the disposition of property.

In conclusion, we would like to thank the Auditor General and his staff

for allowing us to present facts, changes and responses to inform ithe
reader of this report the role of Northern Arizona University as fiscal

agent for the Jobs for Arizona Graduates Program.
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e Exhibit 2

. : PROJECT APPLICATION/AMENDMENT
g S COVER SHEET

PO

ATTACH TO APPLICATION . _ . DUE DATE: AS NEEDED

SR Pro;ect Startlng Date. “July 1. 1980

Vto Ending Date: September 30, 1984

2. APPLICAEION [ ] " AMENDMENT [ X ]

State Vocational Education

3. Program Fund Source
(Examples: ESEA Title I, Consumer Homemaking, Part F)

4., Project Title Jobs for Arizona Graduates

5. Applicant Agency Jobs for Arizona Graduates

6. Project Dlrector Jane K. Schade - Telephone (602) 255-1750

—— P4 enaéfXL‘ ng;23£2;¢,42§7 Aaéaa<4247//nat342;,///7 (EE3

7.
Signature-Authorized Agent

|

g. Dr. Frank Besnette, Vice Pres. for Admin. & Finance, Northern Arizona Univ.
Typed Name and Title

Signature signifies that agreement and assurances are on file at the ADE
and :hat the Applicant Agency agrees to all conditions stipulatad in ihis

Application and/or Amendments, thereto.

|

STATE EDUCATION USE ONLY

8. _Project Number 81-105-08-XX

10, Maintenance of Fiscal Effort |
Second Preceding Year $
First Preceding Year §
!
_11. TOTAL AMOUNT APPROVED § _ 4,947,707.11
o _
12, Si Q“—/ 7 //)////v///r — <J /7 f*//?(/«"‘

Signature:

FProgram AUtﬂOI’lZEd Agent_ 13 Date of Signature
xav.n.;;iw;:if ‘o"":t, bote - -—<f¥ !: - )
13. Signature:gans , = 5. .- 2= ~—:L : state Aé}/\) /<I;

- v Busine vice$ Auth;flved Agent Date of/Signature
14. Signature: . C;l éﬁvé%é;//é L)
=

Superiﬁ?znaeﬂt (og Author zed Rep Date of Signature

ADE 40-100, REV. 9/77



PSRV

b

= 412, Signature: e A/ %/"‘"/’V -

- e

10.

N 14.M S:gnature .

PROJECT APPLICATION/AMENDMENT
COVER SHEET :

Exhibit 3

L
j
{
!
!

'bUE DATE: ASNEEDED

L

- Project Starting Qatg: Julv .1 ,7

2.” APPLICATION [°] = ""AMENDMENT sl

""" 3. Program Fund Source __Stata Voczzisz
=

4. Project Title Jobs for Arizzzz Gro=z=duzzzs
5. Appiicant Agency Jobs for Axizonz Gozdwuszizs

L ad

6. Project Director Dr. Jane X,

Telephone(502) 255-1750 _

4

Date /e /5e/

Signature—Authonzzc

Frank Besnette,

8 Dr.

& -
Agenz

in. & Finance

23ai
yoed Mame 2nc iZ2 Northern Arizona Univers:

Signature signifies that agreemsnt gnc assurances &2 oo file at the ADE and that the Applica-
Agency agrees toall conditions stiouigtes in-this Application and/or Amendments, thereto.

| STATZ EDUCATION USZ ONLY

R1-105=-n=_+v7

8. Project Number

Maintenance of Fiscal Effort

11.

Vo . .
i

Szcond Przceaing Year S

First Praczz’-g Year $

.«

/'///‘ /./cy,Ff[

NI P
H

Pegrag Auigogest2agts . TETERT b3 > STy ——
T gy - e AATZAT a-A gl '

mazhzmatically corTsc-- __::.Tsw. S .

13. SlgnatUI‘EZ _!c"" A aqs.:?_:—:gs is [oded zll8a : ) \D \\\ \\\6\\

: ' Businass g@ riqance Authorizes Ag , \ Date of Sighature

R B i1 _
73 ﬂ__/f‘/w “a !

- .'/

n
- T 7 N ’/
A ./75)/7/‘,\,1 AT /119 fl&

Superintepdent (or Auttonzsc -

ADE 40-100, Rev. 1/82

maoresantative; Date of Signature
- N Y N "._‘ -
1T :
w—— - r N ~
o i
- — ; “ "‘ < .
(B
- b e e S Page 1 of _
S i
-—



PROJECT APPLICATION/AMENDNMENT
“.i .. COVERSHEET ..

ST DUE DATE: AS NESDED

.,~ "; : B .
- (Exarr'*les ECIA Crapter 1, Vocational Ecucaticn) @
—4 V?Pro'.éct‘Tiflié " Jobs for Arizona Graduates !
; ,\5 Ap,, icant Agency ‘Jobs for Arizonz Graduates’
_,‘ .“'T—é.‘;'Pl;_O“ECt DH’ECtOf B D'E Ja’xe X. Scbade Ph. D. ‘ evephon 255~173Q |
Z _ Q
Wmi C@M D"87(S— 5
T e o ) . Signature—Authcrized m.efxt ) N S
S e e C‘nan:1 es W. Baldwin oY ‘
8. . _Associate Vice President for Admia. & Finance «
S Typed Mame and Title Northern Arizonma University
- Signature signifies that agreement and assurances are on file at the ADE and that the Applicznt
: Agency agress to all conditions stipulated in this Application and/or Amendments, therato.
q
STATE EDUCATION USE ONLY
8. Prolect Number 81-105-08-XX!
: 10. Maintenance of Fiscal Effort - - IR - 9
: : - Second Preceding Year S '
; * Fires ré:edinf;' Year S .
| 11. TOTAL AMOUNT APPROVED §_5,747,707.11
g o o, L . \-“"".““v" - "", .
¢ 12 S‘grqture Q}f/f /// ,,/'—v/// / . s L /// J
: R e T Ll Piogramednahaveid agdrg, budgst 10 - - - - - Date of Signature -
:‘. - ) - L/Ex:' emat*ca’l CO:I'EC\., and st atas N IR - . -
13. Siznature: gan t of agsurances 18 ca 2ila. T NN =
b . e e 8 Fmanc uu.orued Agant = . Date ¢ Sigrawure

(/5/ ‘ .

. “Sicnatur Lo s e
:- »1_-,_5.‘3”7?“’ - & /7 s Mpn ) -
o ) Sup: STEAL S A ﬁon..‘.c Reccotomiative) e o= .Date‘al Signature

; Nc.u\u“c;m UFON £ C=£>
: .E:D: §L FU

B Rt B

. e S s -
¢ , .
P AZZ A9 103 3
3 =S =0-103, Rev, 1432 -
v T. : -
A ER
£ — - i, e
3
; —— i, — —— - - e ” -
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L Exhibit 5

CAROLYN WAFWE'i
SUPERINTENDENT

"‘;?V o . é?ﬁzana‘

o ‘. Bepartment of Tducation

1535 WEST JEFFERSON

. ) PHOENIX, ARIZONA 85007

_ 255.4361
"Q
July 1, 1980
Dr. Eugene M. Hughes
President
Northern Arizona University
Flagstafzr, AL 86001

Dear Dr. Hughes:
We appreciate your serving as the fiscal agent for the Jobs
for Arizona Graduates program.. I would request that Dr.

Robert Kerwood of your staf be assigned as principal
investigator.

The program has received initial positive reception and
should prove helpLulgtO Arizona.

I appreclate your help.

t
Sincerely,

Mrs. Ronv;d‘H. warner

State Superintendent

o
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- LA Exhibit 6- .. .. .7
: : ':\‘.‘ —T - ” T
CAROLYN WARNER . . S—”
. SUPERINTENDENT | o .o i .. . . . -
L ‘ ) .' ) 'U*.' . '-» ‘ A - -
S Lo o girizomna ‘
. ) — . -
» L Bepartmwerd of Lducation
i 13535 WEST JEFFERSON
- PHOENIX, ARIZONA 8350C7
271.43861
® .
H37'19, 1982
) i
. t
Dr. Eugene M. Hughes, Presidesnt X
) & = ? i
® Northera Arizona University '
Box 4092 :
Flagstaff, Az 86011 i
& 3 i
Dear Dr. Hughes: '
» | *
This is to inform you that the contract ba waen the
Arizona Scate Boar d of Education and the United
States Depariment of Labor for the implementation \
of Jobs for Arizona Graduztes program has been ex-
tended through Seﬂteﬂbﬁr 30, 1532, with an dd ticnal
® appropriztion of $10C,000.0C. —
. I would like to request that ¥ortherm Arizonz Uni-
. versity continue acting in the role of fiscal agent
{ for this program. '
|
® We are continuing to seek other sources of funding in
the znticipation of continuing to cperate the program
at its present level. The cooperative arrangement
th Northern Arizomna Unlvers*ry has been most helpful
to Jobs for Arizoma Graduates. I look forward to con-
tinuing that vor“*ng Telzationship.
»
Sin

1 : cer el
B - - s C341/¢»LA\J) : o
Hrs. Rozdld E. Warner ' -

CW/me

cc:">Dr. Bob Kerwbod ,
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| .c]\@riherizﬂrizonmniverséfy . ELAGSTAFE, ARIZONA 86011

OFFICE OF THE PRESIDENT

July 19, 1980 .

Mrs. Carolyn Warner, Superintendent
Arizona Department of Education

1535 West Jefferson

Phoenix, Arizona 85007

Dear Mrs. Warner: .

! would like to acknowledge receipt of your letter of July Ist,
concerning the Jobs for Arizona Graduates program.

By means of this letter, | would like to indicate that 1 am
assigning Dr. Robert Kerwood, Chairperson of the Department of
Vocational and Industrial Education,as principal investigator for this
particular program. )

| was pleased to learn that the program has received initial
positive reception and | do know that it will prove to be of benefit to
‘the State of Arizona and its young people. '
Sincerely yours,

"é—cf ws /h :ﬁ,:: g.x

Eugene M. H{nges
President

EMH :In

cc:YDr. Robert Kerwood -
Dr. John Glenn



ARIZONA LEGISLATIVE COUNCIL

IEN

November 4, 1987

TO: Douglas R. Norton, Auditor General
FROM: Arizona Legislative Council

RE: Request for Research and Statutory Interpretation (O-87-9)

This memo is sent in response (0 a request made on your behalf by William
Thomson in a memo dated October 8, 1987.

FACT SITUATION:

The jobs for Arizona graduates program (JAG) was established in Arizona in 1980.
During the first year of the program, the center for excellence in education at Northern
Arizona University (NAU) administered the program with grant monies provided to the
university by Arizona's department of education (DOE) and the U.S. department of labor.
An informal agreement between NAU and DOE established that the university would only
be responsible for certain administrative functions, primarily bookkeeping and personnel.
JAG had its own officers who controlled the budget expenditures. NAU only monitored
and tracked the program finances. In addition, JAG developed its own personne! policies.

Laws 1981, chapter 196 created an authority board to operate JAG.
Administrative responsibility for the program was established in the authority board made
up of prominent people from business, industry, government and education. The authority
board hired an executive director and director of operations who were responsible for the
day-to-day operations of the program and to implement the program throughout high
schools in the state. These operations included hiring and training job specialists to teach
the students at the participating high schools. In addition, the authority board retained
NAU as fiscal agent for the program. NAU maintained this responsibility until fiscal year
1987-1988.

Laws 1986, chapter 286 transferred all monies appropriated to DOE for JAG and
personnel from DOE to the center for education excellence (CEE) at NAU. Because of
the transfer, NAU was fully responsible for cversight and operation of the JAG program.
NAU had this responsibility for only one year. The program was transferred to DOE in
fiscal vear 1987-1933.

FACT SITUATION A:

In fiscal years 1981-1982 through 1986-1987, monies were allocated for indirect
costs to reimburse NAU for those costs incurred while carrying out its role as fiscal
agent. This amount was informally agreed on by NAU financial staff and the JAG
controller and usuaily amounted to approximately five percent of the program's total
operating costs. This amount was extracted from federal, state and privately donated
revenue. No formal agreement established a specific indirect cost percentage or
identified the specific NAU administrative costs to be reimbursed. According to NAU



officials, the five percent amount was used to cover the basic "intangible" administrative
costs incurred by the school in providing fiscal oversight.

CEE, through agreement among NAU, DOE and the authority board, was designated
to provide administrative (financial and personnel) support for the program. CEE in turn
passed this responsibility on to the administrative staff of the Arizona center for
vocational education (ACVE).

During fiscal years 19833-1984 through 1986-1987, ACVE charged JAG an additional
amount in direct costs as its reimbursement for administrative costs incurred. This
amount was intended to reimburse the salaries of one accountant and one hali-time
secretary used to oversee JAG operations. According to the auditor general's financial
audit staff, personnel costs are usually not reflected as indirect costs in a program
budget.

According to joint legislative budget committee (JLBC) staff, state programs
usually do not charge indirect costs to line item appropriations unless the budget line item
lists the indirect cost appropriation separately. The JAG program appears as a line-item
appropriation in the DOE budget from fiscal years 1981-1982 through 1986-1987. Indirect
costs are not specified separately in any of those years.

The auditor general's analysis of budget and financial records shows that this
indirect cost reimbursement was not always exactly in compliance with the informally
agreed on percentages. In some cases, these percentages were much greater, For
example, during one fiscal year NAU charged an indirect cost of approximately twelve
percent.

QUESTIONS PRESENTED:

l. Do Arizona statutes allow an agency to assess a program an indirect cost charge
if no formal agreement has been made?

2. Do the statutes prescribe whether it is proper to extract indirect and
administrative costs from a line-item appropriation if these costs are not specifically
identified in the line-item?

3. May an agency extract indirect costs from privately donated revenue?
ANSWERS:

1. No.

2. See discussion.

3. Yes, if other requirements for payment of the indirect cost are met.

DISCUSSION:

A. 1. JAG has been under the jurisdiction of three entities. These changes affect
the validity of any agreement for the payment of indirect charges. Laws 1981, chapter

-2-



196 placed the program under the authority of the authority board. The legislature also
transferred to the authority board one million one hundred thousand doilars originally
appropriated to DOE, This act expired on June 30, 1982, however.

For fiscal years 1982-1983 through 1985-1986 the legislature appropriated monies
to DOE to provide vocational education assistance through JAG. During these years JAG
was under the jurisdiction of DOE, This conclusion is supported by the fact that effective
May 5, 1986 the legislature transferred both the 1986-1987 fiscal year appropriation and
twenty full-time equivalent positions for JAG from DOE to NAU. Had the program been
under NAU jurisdiction the transfer of personnel would not have been necessary.

From the inception of the authority board to May 5, 1986, the indirect costs have
heen part of an agreement between one state entity, NAU, and another, first the
authority board then DOE. Interagency agreements are governed by title 11, chapter 7,
article 3, Arizona Revised Statutes fA.R.S.). The agreements which gave rise to the
indirect cost charges qualify as interagency agreements and they must meet the
requirements of A.R.S. section 11-952,

The interagency agreement provisions apply to public agencies which include
departments, agencies and boards of this state. A.R.S. section 11-951. DOE is a
department of this state and the authority board and the board of regents, the governing
board of NAU, are boards of this state. All three qualify as public agencies.

All agreements between agencies do not qualify as interagency agreements. The
agreements must be for the exercise of a power common to both parties. 83 Op. Attly.
Gen. 1 83-057 (1983). The authority board was empowered to establish a program for
curriculum development, identification, screening, selection and training of Arizona high
school graduates for jobs in this state. The authority board was also authorized to provide
facilities and staff to carry out these duties and to enter into interagency agreements,
Laws 1981, chapter 196, section 1. NAU, as a university in this state, may conduct
research related to vocational and technical education. A.R.S. section 15-790.

DOE through the state board of education has a variety of duties regarding the
development of vocational education programs. See A.R.S. section 15-203, In regard to
JAG, DOE was not acting merely as a conduit for the distribution of money. JAG became
a function of DOE after the demise of the authority board.

Recause the powers of the three agencies encompassed the duties of JAG, the
agreements involved the excercise of common powers and were interagency agreements
subject to A.R.S. section 11-952.

Interagency agreements must be in writing and specify the duration and purpose of
the agreement, the manner of financing the project, the methods used to accomplish the
goals of the project and any other necessary matters. The agreement must be submitted
to the attorney for the agency and be filed with the secretary of state or the county
recorder depending on the scope of the agreement. A.R.S. section 11-952.

-3-



The agreements concerning NAU's role as fiscal agent for JAG were not in writing,
were not submitted to the attorney general, the attorney for the advisory board and DOE,
and were not filed with the secretary of state. Because these requirements were not met
no monies, including the indirect costs, could be paid under the contracts. A.R.S. section
11-952, subsection J.

2. This question applies to the time when NAU had total control of JAG beginning
May 5, 1986. The issue is whether the "intangible" administrative costs fall within the
purposes of JAG. It is not clear what these intangible costs involve so a definite answer
cannot be given about the validity of the payment of these costs from the JAG
appropriation.

Appropriated monies may only be spent for the purposes specified by the
appropriation. Webb v. Frohmiller, 52 Ariz. 128, 79 P.2d 510 (1938). The appropriation to
NAU for fiscal year 1986-1987 was to fund JAG. I the indirect costs are related to the
development or implementation of JAG, the costs may be paid with the monies
appropriated for the program.

3. Assuming that all other requirements are met for the payment of indirect costs,
privately donated monies may be used to pay indirect costs if this use is consistent with
the purposes for which the monies were given. A.R.S. sections 35-141, 35-142 and
35-149.

FACT SITUATION B:
Laws 1981, chapter 196, section | provides in part:

Staff shall be exempt from the provisions of title 41, chapter 4, articles 5
and 6, Arizona Revised Statutes, and shall serve at the pleasure of the
poard.

In May 1985 the authority board approved an employee incentive program for JAG
employees to take effect in June, 1985. This incentive program consisted of cash awards
in recognition of sustained performance above that of a fully competent employee, gifts
in recognition of specific accomplishments which represent special contribution to the
program and service awards to be presented to employees who complete significant
periods of employment.

The executive director of JAG as well as the authority board implemented the
incentive program to recognize superior effort by JAG employees. The plan also provided
that all cash awards be paid out of privately donated monies.

! This question does not involve the issue of the transfer of appropriations within a budget
unit. A.R.S. section 35-173 which deals with this issue specifically excludes universities
from its provisions. A.R.S. section 35-173, subsection G.

/.



However, this entire incentive program, particularly the granting of cash incentive
awards, was viewed with skepticism by NAU administrators in ACVE who were responsible
for administering the program. According to NAU, JAG officials and JLBC staff,
although JAG was run by the authority board, it was understood by all involved parties
that all personnel associated with JAG were employees of NAU. The incentive program
was contrary to regular NAU employee personnel policy promuigated by the board of
regents. For this reason approval was sought from NAU personnel staff and NAU legal
counsel. In addition, pursuant to a board of regents policy, any change in the personnel
code at one university required approval from the personnel managers at the other two
universities (Arizona state university and the university of Arizona). Approval was never
received from Arizona state university.

Approval for the program was eventually given in August, 1985 by NAU
administration, based on the power vested in the authority board in Laws 1981, chapter
196 even though this chapter expired June 30, 1982.

In fiscal year 1985-1986, cash awards were granted to twelve JAG employees
totaling $4,350. According to NAU payroll records, these cash awards originated from the
JAG private donations account and were distributed as part of the employee's regular
NAU payroll check.

QUESTIONS PRESENTED:

l. Under the provisions of Laws 198!, chapter 196 could JAG employees be
considered officially employees of NAU and covered by NAU and board of regents
personnel policy? Under what circumstances?

2. Based on the power vested in the authority board in Laws 1981, chapter 194, did
the authority board have the power to approve this program?

3. If so, did this power supersede the board of regents personnel policy?

4. Is the granting of cash incentive awards a violation of article IX, section 7,
Constitution of Arizona, which disallows the state, county, city, town, municipality or
other subdivision of the state to gift pubiic monies?

ANSWERS:
I, 2and 3. See discussion.

4. No, if the incentives are for future service and are implemented to achieve the
agency's public purpose.

DISCUSSION:

B. 1, 2 and 3, Under Laws 1981, chapter 196, section !, the authority board was
empowered to hire staff for JAG. Staff members were specifically exempted from the
state personne!l systern. During its year of existence the authority board was authorized
to establish the compensation for its staff.



After the expiration of the authority board, JAG and its staff were transferred to
DOE. Some people providing fiscal services may have been NAU employees, but, by 1986,
twenty full-time equivalent positions were under DOE. It was not until May 5, 1986, with
the enactment of Laws 1986, chapter 286, that these positions were transferred to NAU.

Since the authority board expired on June 30, 1982, it did not have the power to
establish the employee incentive plan in 1985. Because the twenty full-time equivalent
positions were not transferred to NAU until May 5, 1986, NAU did not have authority to
implement the employee incentive plan for these positions until that time.

4. A state agency may not make a gift of public monies, even to a state employee.
Article IX, section 7, Constitution of Arizona. But if a state agency provides an employee
benefits in exchange for services provided, no gift arises. 8! Op. Att'y. Gen. I 81-979
(1981).

If the employee incentive program was applied to prior service provided by staff
members this would be a gift because the incentive benefits would be in addition to
already agreed on compensation. 83 Op. Att'y. Gen. 183-065 (1983). Employee incentives
may be included as part of the compensation package if they are implemented to achieve
the agency's public purpose and are applied to service performed after the program goes
into effect. 31 Op. Att'y. Gen. 181-079 (1981), 79 Op. Att'y. Gen. 179-121 (1979).

FACT SITUATION C:

NAU and JAG program officials claim that it is their understanding that NAU
receives all JAG furniture and property if the program lasts more than three years.
Officials based this assumption on an informal understanding that any furniture or
property purchased on vocational education grants and the JAG grant has its title vested
in DOE for the first three years the project is in existence. If the project lasts three or
more years, the title of the property will be relinquished to the university., The JAG
program has lasted more than three years, so NAU is claiming ownership according to this
agreement.

A.R.S. section 11-952 allows the authority board to enter into contracts to
prescribe the "permissible method or methods to be employed in accomplishing the partiai
or complete termination of the agreement and for disposing of property...". However,
only a letter agreement defines ownership of the furniture and what methods should be
followed to dispose of this property.

QUESTION PRESENTED:

1. In the absence of a contract as provided for in A.R.S. section 11-952 does NAU
have proper claim to all JAG furniture and property?

ANSWER:

1. No.



DISCUSSION:

C. . As indicated in the answer to question A. l., the agreements between NAU
and DOE and JAG are subject to the requirements of A.R.S. section 11-952, This section
allows agencies to dispose of property pursuant to an interagency agreement. The letter
from Robert V. Kerwood to Dr. Jim Hartgraves dated December 17, 1980 does constitute
a written contract. The contract was not approved by the attorney general or filed with
the secretary of state, however, so it is not a valid interagency agreement under A.R.S,
section 11-952. DOE and NAU may provide for the transfer of the property by meeting
the requirements of A.R.5. section 11-952.

cc: William Thomson, Director
Performance Audit Division



