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PREFACE

The National Criminal Justice Association (NCJA) is pleased to provide this report, titled
“Summary of Probéedings' of the U. S. Department of J ustiée Regional Financial Manaéement Seminars.”

Sponsored by the U. S. Department of Justice, Ofﬁée of Justiée Programs’ Office of the
Comptroller (OC), in cooperation with the NCJA, the seminar series was undeftaken to provide instruction
in financial rﬁanagement of federal grant-in-aid programs and projects! ' )

Overall, some 373 state and local officials and local rec;ipi‘ents of granté and cooperative
agreements participated in the seminar series, which consisted of seven regional sessions, each one and
one-half-day in length, held in J ux;e through October 1995: June 19-20 in Austin, Texas; July 6-7 in
Mobile, Ala.; July 24-25 in Minneapolis, Minn.; Aug. 8-9 in Portland, Ore.; Aug. 24-25 in Portland,
Méiqe; Sept. 14-15 in Washington, D.C., and ch. 12-13 m Washington, D.C.

The NCJA would like to thank Michael C Lynch, -OJP comptrolier and Cynthia J. Schwimer,

. director Qf the OC Financial Management Division for thgir supporf of the pr_ojéct; and Mgureen»Smythe;
‘ OC a&rAnirlristf;ltiVe, pfﬁcér and Staéy C. :worthi'ﬁg'ton; OC managemeht aﬁalySf 'wljlro;‘ilssi/stea. invth,e ]
‘presen.tatiox.l of the seminars. Thanks also is due to,Mic‘hael Scott, assistapf .chi.ef of Criminal Law
Enforcement, Texas Department of Safety; G. Douglas Miller, chief of thé Law Enforcerﬁent Planning o
Section, Alébama Deparﬁnent of Economic and Comxﬁunify Affairs; Ann Jaede, program director in the
Office of Strétegié:rahd Long Range Planning, Minnesota State Planning Agency; LeRon Howland,
supertintendent of the Oregon State Police; Alfred Skolfield Jr., commisioner of the Maine Department of
Public Safety; and Robert L. Lester, director of the Washington, D. C., Office of Grants Management and
Deve‘lopﬁxent, for their help with seminar series site selection‘and logistics.

The work of NCJA Directbr of Administration Paul E. Lawrence in overseeing the seminar series -
project also is much appfeciétéd._ |

Gwen A. Holden
Executive Vice President
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INTRODUCTION

“Summary of Proceedings of the U. S. Department of Justice Regional Financial Management
Seminars” summarizes and synthesizes presentations and discussions from seven regional ﬁnancial
management scminars held throughout the United States from June through October 1995.

The seminar series was conducted by the Office of the Comptroller (OC) of the U. S. Department
of Justice, Office of Justice Programs (OJP) with the National Criminal Justice Association’s (NCJA)
assistance. The series was intended to benefit persons responsible 'for the financial management of formula
and/or discretionary grants awarded from federal grant-in-aid programs administered by the OJP’s Bureau
of Justice Assistance (BJA), Bureau of Justice Statistics (BJ S),'Ofﬁce of Juvenile Justice and Delinquency
Prevention (OJJDP), Office for Victims of Crime (OVC), National Institute of Justice (N1J), and the Drug
Courts Program oft'lce, t}ie Executive Office of Weed and Seed (EOW&S), the Violénce Against Women
. 'Grants Ofﬁce (V AWGO), and-the Correctlons Program Ofﬁce 7

F manc1al transactrons by agencies and orgamzatlons admlnlstermg federally funded programs and
projects are subject to numerous federal laws and regulations that are designed to help the federal
administering agency track obllgatrons and expendltures of federal dollars and ensure overall program and
financial accountabiiity. The CC and the NCJA undertook the regional financial seminar series to provide
OJP grant administrators rwith complete and current instruction in federal funds financial management.

The seminars focused on federal administrative policies, procedures, and processes affecting
grants managern_ent and funds disbursement and’ expenditure.

TOplCS covered included federal requ1rements and regulatlons governing the recordmg and
expendlture of prOJect income and forfelted assets procurement, lobbying, compllance w1th drug-free
workplace provisions, and audits. The OJP ﬁnancial guide and new federal letter of credit and financial

reporting procedures also were addressed.




This Summary is an outline of the subjects covered during the semihar series and is prepared in an
effort to present as compléte an overvie;)v as possibl‘e of the information provided by OC pfesenters on the
bréad range of topics covered during the semipars. |

Seminar presentations and discussions have been summarized by general topic and do not appear

necessarily in the order in which they were addressed during the seminars.




ORGANIZATION CHARTS
U. S. Department of Justice

Attorney General

| ‘Depu_ty'At‘for‘ney

Staff Offices

v‘ General
~ Solicitor General Associate Staff Offices Offices, Bureaus,
' Attorney General o - Divisions

Office of the Solicitor General

1

_Executive Office for U. S.

Trustees
COPS Office

Office of Information &
Privacy

Foreign Claims Settlement
Commission

Civil Rights Division

Civil Division

" Antitrust Division

,
Environment & Natural
Resources Division

Tax Division

‘Community Relations Service

Officé of Policy Development,

Office of Legislative Affairs

* Office of Public Affairs

Office of Legal Cdﬁnégl

Federal Bureau of Investigation
Drug Enforcement Agencj

Executive Office of U. §.
Attorneys

-Immigration & Naturalization

Service
Criminal Division
Bureau of Prison

U. S. Marshals

' U. S. National Central Bureau

INTERPOL
U. S. Attorneys

Office of Inspector General

Office of Intelligence Policy &
Review

Justice Management Division

Office of Professional
Responsibility

Office of the Pardon Attorney

. U. S. Parole Commission

Executive Office for
Immigration Review



Office of Justice Programs

Office of the
Assistant Attorney
General
Corrections Drug Courts - Executive Office for Violence Against
Program Office Program Office Weed and Seed Women Act
: o “ Program Office
Office of Office of Office of | Office of Office for Civil Equal
General Congressional ‘Planning, - Personnel . Rights Employment
Counsel and Public Management, Opportunity
Affajrs and Budget Office
Bureau of Justice " Bureau of Justice - National Institute of Office of Juvenile Office for Victims
. Assistance Statistics Justice Justice and of Crime
SRR Delinquency
Prevention




Office of the’l,Comptroller

| Cdmpffbller

Accounting
Division

Fiscal Services.

System Reports

Financial Services
- Branch

COPS
Branch I

COPS
Branch I1

- Information
Systems Division

Help Desk -

Program
Accountability
Library

| Program Support
Division

Contracts

Administrative

- Service -




Financial Management Division

Cynthia Schwimer

Director
Financial Services .| cOPS Branch I COPS Branch II
Branch Iris Briscoe Ray Richardson
James McKay Manager Manager
Manager S
Audit Team
Jerry Conty

Team Leader




Action

Authorization’

Appropriation

A_pportionment

Allotment

Obligation

Expenditure

~ Disbursement

FUNDING PROCESS

Organization

Congress

Congress

Explanatioh

The Congress authorizes a program by
passing legislation. The authorization sets
the maximum amount a program can receive
as well as other criteria for the program, but
does not provide funding for the program.
For example the “Crime Bill” when passed
in 1994 authorized several prbgrams but
most of the programs did not receive funding
until 1995.

The Congress, in its budget process,
appropriates funds to various programs. The
funds appropriated may not necessarily be as

. high as the amount authorized in the

authorizing legislation. Also, it is possible
that the Congress may not appropriate any
funds to an authorized program. In the

approprlatlon process, the Congress may

“earmark” certain funds to des1gnated

pro_] ects '

Office of Managemént and Budgét

Agency Heads

Delegated Agency Program Officials

Grantee

U.S. Trejcisury

'The Office o'eraﬁagement and Budget

(OMB) apportions the funds that have been

* appropriated by the Congress to the various
- federal agencies.

The agency head allots the funds to the
programs that fall under its authority.

The delegated program officials award
(obligate) the funds to the various recipients.
Block and formula funds are awarded to the
states upon submission and approval of a
program plan. Discretionary funds are
awarded upon approval of submitted grant
applications. :

The grantee expends the funds for the
program purposes requesting funds drawn in
advance or on an reimbursement basis.

The U. S. Treasury disburses funds upon
approval of submitted request for funds.







. BUDGET REVIEW CHECKLIST

The following is a budget checklist, which is helpful when preparing budgets for grant
applications. The list is broken down by major categories and indicates the areas the budget reviewer will
be examining. i

L. Personnel

Is the basis for determining each employee’s compensation described?
Is each position identified by title? ) ' :
Are time commitments stated? =

Are time commitments reasonable? ,

Is the amount of each employee’s compensation stated?

Is the compensation reasonable?:

Are salary increases contemplated during the grant period?

1. Increase over previous grant?

2. COLA?- S i

Are salary increases justified?

Are any personnel costs unallowable?

QEEHOUNW

oF:

1.~ Dual compensation? .=
2., Legislative/Gubernatorial?
30 Federal Employee?
'4._'“,

"cher?f o

Comments: The keeping of time and attendance (T&A) records for each employee assigned to .
the project is critical. T&A should be based on actual time spent on the project or on a time study.-
A time study should be conducted over one or two time periods to arrive at the average time that
an individual is spending on a project. That average time can then be used for charging to the
- project until another time study is conducted. Time studies should be conducted every three or
four months. The T&A report should be signed by the employee and the project director. .-

IL. Fringe Benefits
A. Is the amount specified as a separate item?
B. Is each type of benefit indicated separately?
C. Is the authority for the percentage provided?
D. = Isthe percentage reasonable? : .
E. Are fringe increases contemplated during the grant period?

1. Increase over previous grant?
o 2, 7 Built—in COL‘A'.{_- .

Comments: Typical fringe benefits include health insurance, life insurance, pension, social
security and miedicare match, workers’ ‘compensation, vacation and sick leave. Fringe benefits can
be charged to a project by individual employee based upon actual costs prorated using the
percentage of time the employee spends on the project, or based upon an approved fringe benefit
rate. Typical fringe benefit rates run from 25 to 35 percent. An approved fringe benefit rate is

. ‘obtained by submitting a fringe benefit plan to your cognizant agency for its approval, similar to

9 .




submitting an indirect cost/benefit plan. Some programs may restrict what may be included in the .
fringe benefits. For example, certain COPS’ programs do not permit uniform allowances to be

included in the fringe benefit rate. Additionally, the fringe benefits charge to the project must be

Telated directly to the project. It is not permissible to charge-a higher fringe benefit rate to make’

up for under funding an organization’s pension plan in the past.

III. Travel

A. Is a basis for computation provided (e.g. $ trips from to at $120 average
costs — $50 for transportation and with 2 days of per diem @ $35 each day)?

B. Is the purpose of requested travel project-related? s

C. Are per diem and transportation costs separately identifiable?

D. Are per diem and mileage rates allowable? '

ES Are public transportation charges reasonable?
F. Are rentals, maintenance, or consultant line items included within the category?
‘G. Are trainee travel expenses listed separately (indicate number of trainees and unit costs

involved)?

Comments: Budgeted travel should be tied to the program narrative. An organization may use its
own travel policies if these policies are in writing and are reasonable. Organizations that do not
have a written travel policy must follow the federal guidelines. Subgrantees receiving funding
through a state agency may be required by that state agency to follow the state’s travél policies if
those policies are more restrictive than the federal guidelines. ' ' ' '

Are equipment items specified by units and cost?

Is the requested equipment project-related? o B

Is the request reasonable? . : ' .
~Are purchases distinguishable from rentals?

‘Are brand names specified? 7

Will acceptable procurement procedures be followed?

Is a lease-purchase study appropriate? -

OEMEDOW>

Comments: Equipment included in the budget should not be designated by brand name. This

would indicated that a decision has been made on the purchase of equipment without going

through proper procurement procedures. If an organization does not have written procurement .

procedures they should follow the federal procurement procedures discussed later. Leasing should

be considered if the equipment is only required for this particular project and would have no

further use after the project has ended. Equipment purchased under a grant or co-operative

‘agreement may be kept by an organization after the grant or co-operative agreement ends as long

as the equipment continues to be used for overall criminal justice purposes. If at time of disposal,

the equipment is less than $5,000 fair market value, the organization may disposed of it as it sees

fit- If the fair market value is more than $5,000, the organization must contact the funding agency

for diréction on disposition. OMB Circular A-87, Cost Principles for State and Local Units of

Government has been revised raising the equipment capitalization threshold from $500 to $5,000.

An OMB directive also has been issued to agency heads permitting the equipment capitalization S
threshold to be raised from $500 to $5,000 for universities and other non-profit organizations that . . ~

10




fall under Circulars A-21, Cost Principles for Educational Institutions, and A-122, Cost Prznczples
Jor Non-Profit Organizations until these circulars are revised. However, an organization may be
required to follow its own guidelines for capitalization if more restrictive that the federal.

guxdelmes
V. Supplies
A Are supplies listed by major types: Office, Training, Research, Postage?
B. Are unit costs of monthly estimates provided?
C.  Are amounts reasonable?

VI Contractnal

A Is the type of each service to be rendered descnbed?
B. For individuals:
1. Is an hourly, daily or weekly base rate given?
2. Are base rates:
a. allowable?
b.  justified?
c. _.reasonable?
C."  Are fee/profit estimates: B -
: 1 Justified? ‘
2. reasonable?

- D. Is the total amount for .any contract in excess of $100 000? :
E..  Ifso, has the applicant mdlcated that servxces have been or will be obtamed by acceptable_ o
-~ ‘procurement procedures? - C
F Is sole source an issue?
- G.  Issole source justification included"

Comments Federal guldelmes have ralsed the sole source threshold from $25,000 to $100 000.
Any contract for more than $100,000 and sole sourced, requires prior approval from the Office of
the Comptroller and should follow federal procurement guidelines or the organization’s
procurement guidelines if more restrictive. Sole source justification can be included in the grant
application. If the grant apphcatlon is approved without any special conditions relating to the sole
source, then the sole source is considered approved. See the section on Procurement for further
discussion of sole source and prior approval requirements. The threshold for the daily rate for an
individual has been raised from $150 a day to $250 a day Any daxly rate over $250 a day requlres
prior approval of the awarding office.

VII. Other

A. Are items listed by major type — space rental, prmtmg, duplicating, phone mamtenance
_security, etc.? :
B. Are dollar bases given for all line item amounts? -
1. Are space rental square footage and cost per square foot given?
2. Arelocal and long distance phone cost estimates shown separately?
C. ‘Does space rental involve a rental-purchase or a lease with option to buy?

11



D. Are all requested costs:
1. justified?
2.  reasonable?

3. allowable?

Comments: If an organization owns the building housing the project, rent cannot be charged to
the project. However, the cost of ownership such as maintenance, depreciation, insurance, and
property taxes may be charge to the project. Meeting room costs may be included under “other.”
It is not permitted to direct charge coffee and donuts to a grant. An exception to this restriction

- may occur when there is a specific purposed identified in the grant for providing refreshments to a
* particular group as might be under some juvenile justice activities.. Costs for working breakfasts

are not permitted. Costs for working luncheons can be included if justification can be provided,
such as lack of adequate facilities to handle the group and a proven need to keep the group intact

-during lunch.

VIIL Indirect Costs
A. Is the basis for the request a current rate approved by a federal agency?
1. If so, ) _ :
a. - Is.acopy of the approved rate agreement enclosed?
_ ‘b.  Is the approving agency and the date of approval indicated?
2, Ifnot, -~ . - :
. a. Is the rate consistent with requirements? -
S b Is the requested amount justified by the applicant?
" B.  Does the request for indirect costs duplicate direct costs? ~ -~

Comments: An organization should have an approved indiréct cost rate from its cognizant federal

"agency to receive indirect costs. States may have an approved “state-wide cost allocation plan”

(SWCAP) that allocates all central services costs to each agency in the state. SWCAPs are
approved by the U. S. Department of Health and Human Services. Costs included as indirect costs
must be of benefit to the project. See further discussion on indirect costs in the next section. -

12




ESTABLISHING AN INDIRECT COST RATE

It is better for a grantee to charge as many costs as possible directly to the project. However, there
may be costs that cannot easily be allocated directly to a project requiring the establlshment of an indirect
cost rate.

* Indirect cost rates are obtained by submitting an indirect cost plan to the cognizant federal agency.
The mdlrect cost plan should include individual items and their costs to be included in the indirect costs

and the basis on which the indirect | costs are to be applied.

Items included in the indirect cost plan must be of benefit to the pro_|ect Typical items that mlght
be included in the indirect costs plan are: :

1. Salaries or partial salaries of the organlzatlon s executive director and other administrative
support personnel

Fringe benefits applicable to the above salaries

Travel

Equipment depreciation

Rental expense
Audit
Telephone
Maintenance

PNANA LD

The basns for the calculation of the indirect cost rate normally is total salaries and fringes or total
d1rect costs of an organization. The rate is determined by dividing the total of the indirect costs by the total
salary and fringes (other than those included in the indirect costs) of the organization, or by the total direct
costs of all activities of the organization. There is no such thing as a high or low indirect cost rate. Rates
may range from 20 to 80 percent, or higher, dependmg on the basis for calculating the indirect cost rate, -
the sophistication of the organization’s accounting system in allocating costs directly to projects, and the
items included in the indirect costs plan.

A grantee should be aware of the pitfalls of using an indirect cost rate. Typically, upon approval
of the submitted indirect cost plan, an organization is assigned a provisional indirect cost rate. At the end
of the organization’s accounting period, an audit is performed and the actual indirect cost rate determined.
If the actual indirect cost rate for the period is higher than the provisional rate, the organization has failed
to collect enough funds from the grants to cover the indirect costs. If a grant is still active, it is very
unlikely that the awarding agency will award additional funds to cover the higher indirect cost rate.
However, if there is enough flexibility in the budget for the grant, the grantee may be able to reallocate its
budget to cover the short fall. If a grant has ended during the period and all funds were expended, it is
again unlikely that the funding agency will award additional funds. If a grant has ended and there was
remaining funds that were deobhgated the funding agency might con51der reobhgatlng funds to cover the
higher indirect costs.

: Conversely, if the actual indirect cost rate for the period was less than the provisional indirect cost
rate, the grantee has collected too much money under the grants for indirect costs. For active grants, it
may be possible to reallocate the budget to use those funds for other project activities. If the grants have
ended, the excess funds collected for indirect costs must be returned to the Office of the Comptroller.

13



The actual rate for the period determined by the audit typlcally becomes the basis for the
prov1sxonal rate for the followmg period.

In either of the above cases, an organization must have an outside source of funding to cover funds
that may have to be returned. Therefore, if an organization is 100 percent dependent on federal grant
- funding, it should allocate all expenses directly to the grants and not use an indirect cost rate.

Other types of indirect cost rates that may be approved are a fixed rate or a fixed rate with a carry-

forward provision. If an organization has no fluctuation in its indirect cost rate, it may be awarded a fixed

indirect cost rate. A fixed rate is not subject to audit or adjustment at the end of the period. If an
organization has an ongoing relationship with the federal funding agency, it might be awarded a fixed rate
with carry-forward provision, where the over or under amount determined at the end of the period is
carried forward and used to adjust the indirect cost rate for the next period.

14




PAYMENT OF GRANT FUNDS

Grantees should draw down funds on a regular basis to meet their immediate needs to avoid
- haying excess cash on hand. Grantees should consider the length of time it takes to receive funds via the
" different methods available for drawdowns. There are three methods by whrch a grantee may request and
receive funds for grants it has been awarded.

I LOCES

2. Vendor Express

3. Treasury Check
LOCES

LOCES is an automated system that permits the grantee to dial up the OJP directly via modem and
request funds for a drawdown. Funds are transferred electronically to the grantee’s bank by the U. S.
Treasury within one to two workdays. Software to access LOCES can be obtained from the OJP. Call.
(202) 307-6232, the LOCES help line for additional information. This is the preferred method of payment
by OJP and grantees. :

Vendor Express ”

Grantees can request drawdowns by submlttlng the H—3 form, Request for Advance or
Rexmbursement, to OJP. The request is mailed to the OJP; the OJP reviews and approves the request -

— forwards the approval to the ‘Treasury, and the Treasury electromcally transfers the funds. electronrcally to: . -
- the grantee’s bank. The length of time from' malhng the request toreceiving the funds in the bank account

is about five workdays.
Treasury Check

ThlS process is srmllar to Vendor Express except rather than transferrmg the funds electronrcally
to the grantee’s bank, the Treasury issues a check. This process, considering the length of time to. mall the
H-3 request and the length of time to mail the treasury check, could be longer than two weeks.

Interest Earned on Federal Funds

Grantees are required to draw down funds for their 1mmed1ate needs and should never have a large
amount of federal funds on hand. Interest earned on federal funds up to a maximum of $250 for a calendar
year can be kept by the grantee. Interest earned in excess of $250 for a calendar year must be returned to
the U. S. Department of Health and Human Services. Interest income is not considered program income.

Cash Management Improvement Act

“The Cash Management Improvement Act (CMIA) of 1990 requires states to return mterest earned
on federal funds to the federal government. To fall under the CMIA, a state must enter into an agreement
with the Treasury. The CMIA is implemented at the overall state level, not at each agency level. Under
CMIA, a state that spends its own funds without drawing down federal funds cannot earn interest on
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federal funds due. Because federal funds are available for drawing down, the state cannot delay its request .
for a drawdown with the expectation of earning interest. -
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QUARTERLY FINANCIAL REPORTING, SF-269

At the end of each calendar quarter — March, June, September, and December — the OJP sends ~
partially completed SF-269 turnaround documents to grantees for each active grant. Until recently, these
were mailed to each grantee but are now being sent by mail and fax. The forms mdlcate the grant and the
repomng periods and show what has been reported previously.

Due Date

Financial reports are due 45 days after the end of the calendar quarter and must be submitted for
each quarter the grant is active. Final financial reports are due 90 days after the end of the grant. Reports
are due for all active grants whether the grantee received a turnaround document from the OJP or not.

Completing the Form

The grantee completes the current information and totals the lines on the document according to

- the instructions prov1ded The SF-269 is a cumulative report. If there were errors on previously submitted
reports, the prevrous reports should not be corrected. The grantee should include the correctlons from
prev1ous reports in the current reportmg period.

-The report is a list of expendltures at the 1mplementmg level. Awards to subgrantees or advances
to subgrantees are not considered expenditures. Subgrantees should report back to the granting agency

- their expenditure amounts, which are then included in the financial report. For formula and block funds,

states should report the amount of pass-through in block 12A and the amount subgranted in block 12B
Below is a general descrlptlon of what should be. entered in each block on the SF-269."

"Block 6 - Final Report Check “Yes” if the final report for the grant.

Block 7 - Basis Check “Cash” or “Accrual;’ method of accounting.
Line 10a.- Total Outlays Enter the total expendltures for the period, as well as federal '
e - and matching funds.

Line 10b - Recrprent share of Enter the total recipient share of expenditures (match).
outlays '

Line 10c - Federal share of  Subtract line 10b from line 10a to arrive at the federal share of -

outlays o A . total expenditures. _ _ ‘
Line 10d - Total g _ Enter the total of unpaid obligations. If reporting on a cash
unhqurdated obhgatlons ~ basis, this should be zero.

Lme 10e Recrplent share of Enter the rnatchihg share of the unpaid obligations reported on
unliquidated obligations line 10d '

Liné 10f - Federal share of Subtract line 10e from lme 10d.-
unliquidated obligations
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Line 10g - Total Federal
share (sum of lines ¢ and f)

Line 10h - Total Federal
funds authorized for this
funding period

Line 10i - Unobligated
balance of Federal funds
(Line h minus line g)

Block 11a - Indirect
Expense, Type of Rate

Block 11b - Rate
Block 11c - Base

Block 11d - Total Amount

Blockrl 1e> Federal Share

" Block 124 - Block/Formula; :

pass through -

Block 12b - Federal Funds
: Subgranted

.Block 12c - Program ‘
Income: Forfeit

Block 12d - Program -
Income: Other

Block 12e - Program
Income: Expended

Block 12f - Program
Income: Unexpended

Add line 10c and line 10f. (This amount cannot exceed the
total authorized funds shown on line 10h.)

This line will already be completed on the turnaround
document and indicates the amount of the federal award.

Subtract line 10g from line 10h.

Enter an “X” in the appropriate type of indirect cost rate, lf
indirect expenses are appllcable to this grant.

Enter the indirect rate percentage.

Enter the base amount that the indirect expenses is based on
for the reporting period (i.e., enter the total of salary and
fringes for the reporting period if that is the basis for the
indirect expenses).

Enter the total amount of indirect expenses for the reportmg
. period (should be block 10b times block 10c) -

Enter the federal share of the indirect expenses.

For block and formula grants enter the: amount passed-through _

to locals.

Enter the amount of fedéral funds that have been subgranted.-

Enter the cumulative federal share of program income due to
forfeited assets.

. Enter the cumulatlve federal share of program income from

sources other than forfeited assets. -

Enter the cumulative amount of all program income expended
under this grant.

Enter the balance of program income (block 12c¢ plus block
12d minus block 12¢). ’

Electronic Filing of the SF-269
Those grantees on the LOCES system for drawdowns also can file their quarterly SF-269s

electronically. The grantee needs to obtain a separate password for the SF-269 electronic filing from the
OJP. Contact the OJP help desk at (202) 307-6232 for more information.
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After completing the information on the screen for the SF-269 report, the grantee must submit the -
report to OJP by printing the report using the OJP printer option. If you do not “print” the report with this
option, it has not been submitted to the OJP even though you have completed all of the information on the

screen.

Common Errors on Completing the SF-269

1.

Not reporting actual expenditures but disbursements from the federal funding source. The
report should reflect the actual funds that have been expended at the implementing level.
This has no relatlonshlp to the amount of federal funds that the grantee has drawn down.

Not reporting cumulative program income. All entries made for program income in block
12C through 12F of the SF-269 should be cumulatwe for the grant, not just for the current
period. .

Check “cash’ and report “obligations.” If you have checked “cash” as tﬁe basis for your
reporting, then you should not be reporting obligations. Under a cash accounting system,
obligations are not recorded.

Program Income Unexpended. Pfogram income unexpended in block 12F should be
calculated as follows: block 12C plus block 12D minus block 12E equals block 12F.

Incorrect math. Be sure to check you math thoroughly. If you file the SF-269

__. electronically, the math will be performed for you automatlcally, ehmmatmg any
,mathematlcal errors. - _

Reportmg pass-through in total outlays Total outlays should reflect total expendltures at
the implementing level, not the amount passed-through or awarded to the subgrantees.
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FINANCIAL STATUS REPORT

(Short Form|
(Follow instructions on the back) )
1. Federal Agency and Organizational Element 2. Federal Grant or Other ldentifying Number Assigned OMB Approval Page | of
to which Report is Submitted By Federal Agency No.
U.s: Dept. of .'Tustlce 0348-0039
Office of Justice Programs o . pages

3. Recipient Organization (Name and complete address, including ZIP code)

4. Employer ldentification Number 6. Reciplent Account Number or ldentifying Number| 6. Final Report 7. Basis
Oves DONo Ocash O Accrual

8. Funding/Grant Period(See Instructions) 9. Period Covered by this Report

From: (Month, Day, Year) ) To: (Month, Day, Year) From: (Month, Day, Year) To: (Month, Day, Year)
10. Transactions: . . . . { . B M "
) ' ' : P.{:‘::;ﬂ _ . This Cumulative
. Period .

a. Total outlays

b. Reciplent share of outlays

c. Federal share of outlays

d. Total unliquidated obligations | ) , T e
e. Reciplent share of unliquidated obligations
B A 'ﬁqfr_alm‘ofqﬁqmdstedobugatbns ’ S : 5 i - : o 7 ‘ :

g. -Total Federal share (Sumoffinescand f)

h. Total Federal funds authorized for this funding period

- - - & 5 DI

L. Unobligated balance of Federal funds (Line h minus fine g) : : o
.  a. Type of Rate(Place "X" In appropriate box) ) L ) S - ; .
11. tndirect O provisional - O Predetermined 0 finat  Drixed
Expease | b. Rate c. Base - d. Total Amount . Federal Share ’ ]

12. Remarks: attach any explanations deemed necessary or information raquired by Federal sponsoring agency in compliance wfrh governing

legisiation. .
PROGRAM INCOME:

A, BiocidEonnda passthrough ¢ ’ C. Forfelt ¢ S E. Expended ¢
8. Federal Funds Subgranted ¢ : T D. Other ¢ F. Unexpended ¢

13. Certification: | certify to the best of my knowledge and befief that this report is comect and complete and that all outlays and
unliquidated obligations are for the purposes set forth in the award documents. o

Typed or Printed Name and Title : Teleptona (Area code, number and extension)
: ) ( ) -
Signature of Authorized Certifying Official , - Date Report Submitted
Previous Editions not Usable . : o L Standard Form 269A (REV 4438)‘ '

Prescribed by OMB Circulars A-102 and A-110
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POST AWARD REQUIREMENTS

Commingling of Funds

Grantees are nbt required to phySically separate funds received from various sources of the federal
government. However, the grantee’s accounting system must be able to account for the receipt and
expenditure of funds for each award separately.

. States may not commingle funds from different block and formula awards into one award to a
subgrantee.

‘Match

The type of match required by a block or formula program is stipulated in the legislation
authorizing the program. Discretionary or categorical grants generally do not require match except for
COPS’ grants where the miatch requirement generally is 75/25.. There are basically two types of match.

- . Cash match, also referred to as hard match, is cash spe-nt for project related costs. Cash
match is subject to the same guidelines as federal funds for allowability. - '

e In-kind match, also referred to as soft match, is the value of services or goods donated to

_~ the project and is subject to the same guidelines as federal funds for allowabli;l_ity'. o ‘ '

o ,Météhing:ihuSt be provided on 4 project-by-project basis. Any deViafibﬁ‘f;fom this mustbe -~
- approved by the awarding agency. =~ -~ - s T

‘Using Federal Funds for Match

‘ . Using federal funds for match is permitted only if the authorizing legislation for the federal funds
permits it. Examples of federal funds that can be used for match are funds from the Housing and
Community Development Act of 1974, the Appalachian Regional Development Act, and the Equitable

* Sharing Program. , - : -

Using Program Income for Match

Program income derived from seized assets and forfeitures may be used as match. Program
income from other sources also can be used for match but grantees should be aware of the problems that
may occur in doing so. For example, if a grantee puts on a training program as part of the project, charges
a registration fee for the training, and uses the projected income from that registration fee for match, the
grantee is responsible for providing that amount of match. If the grantee fails to collect the projected
amount from the registration fe€; the grantee still is held responsible for the amount of match stipulated in
the grant and must come up with the shortfall from other sources.
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Timing of Matching Contributions

Matching funds do not have to be expended in proportron to federal funds as the prOJect
progresses. However, the full matching amount must be obligated and expended by the end of the project
expendlture period.

Matchmg Requirements
BJA Formula Grants Seventy-ﬁvepercent federal funds, 25 percent cash
: match
Crime Act Grants The programs authorized by the 1994 Crime Act -
: violence against women, drug courts, corrections (boot -
- camps), etc. — require a 75 percent federal funds, 25
percent cash match.
JJ Formula Grants Juvenile justice action grants do not require match.
Administrative money requrres 50/50 cash match.
- . Construction grants requlre 50/50 cash match.
JJ Title V Grants ' ' of the total, 66%3 percent federal funds, 33‘/3 cash orin-
' ' kind match’
Police Hiring Supplement (PHS) Must be cash match
~ Office for »Victirns' of Crirn_e,, A 7 _Assrstance grants 80 percent federal 20 percent cash or - .

in-kind match: compensation grants — no match required. -
However, the amount of federal funds that a state

receives for compensation is dependent upon the
expendrture of state funds for compensatron two fiscal
years prror to the award. '

Administrative Funds

Administrative funds for administering a program are provided by the legislation authorizing the
program. All programs do not have administrative funds provided.

- BJA Formula Funds Up to 10 percent of the total block grant to a state can be used by
- the state for administering the Edward R. Byrne Memorial State
and Local Law Enforcement Assistance program. The
administrative funds must be matched in accordance with the:
matching requirements for the formula funds. '

JJ Formula Funds Up to 10 percent of the total block funds provided to a grant
-~ under the Juvenile Justice and Delinquency Prevention Act can
be used for administrative purposes. Unlike the JJ formula funds,
. which require no match, the administrative funds must be '
matched on a 50/50 basis.
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Victim Assistance Grants Five percent of the funds provided to a state for the victims
Victim Compensation Grants ~ assistance program under the Victims of Crime Act (VOCA) can
be used to administer that program.

Violence Against Women Five percent of the funds can be used for administrative purposes.
' Each state received $426,000 under the violence against women -
program of which it can use $25,000 off the top to comply with -
the program, and $22,000 for administrative purposes. The
$25,000 and the $22,000 are not subject to match. Any monies
ot utilized to' comply with the program or for administrative
purposes miust go back irito the program. :

Pass-Through

The Byrne Memorial and the Juvenile Justice formula grant programs require that a certain
percentage of the funding be passed through to local jurisdictions. The Victims of Crime Act does not
require a pass-through. S ,

Byrne Memorial Formula Program
e Variable pass-fhroughs to ldcal units of government are required based on the amount of

expenditures for law enforcement at the local level versus the amount of expenditures for-
law enforcement at the state level. The calculation is based upon data collected by the

U.S. ,De{p_@rtme_nt of Corprperge:s Bureau of thg’Ccnsus. -
*  Grantsto 'ﬁon-broﬁts can'l;ei rﬁade Ot;'t of tﬁé sltate’sr 's'.har'e.’ B
Juvenile Justice F ormulé Program |
. Of the fofmulé grant, 66%3 percent must bev'passed-through to local units of govemment

. If a local unit of government doesn’t apply for funding, grants can be made to nonprofits
and count toward the pass-through requirement.

Pass-Through Waivers

Generaily, the pass-through requirement cannot be waived. However, the administrator of the
OJIDP has the authority to-waive the pass-through requirement for juvenile justice funds. Such waivers
are rare. = T S » Sl g

If the state runs a project that benefits the locals, and the locals waive their rights to the funding,
the funding for that project can be considered pass-through. For example, if the state runs a project that
provides training to individuals from local units of government, the state can have the attendees sign a
waiver indicating that the cost of the training can be used toward meeting the pass-through requirement.
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Supplanting

Supplanting is the deliberate reduction of state or local expeﬁditure because of the existence of a
federal grant and is not permitted. A general reduction of funding may not necessarily indicate a
supplanting issue. The overall reason for the reductions in funding must be examined.

Obligation/Expenditure Periods

Funds authorized under the Byre Memorial program and the Juvenile Justice and Delinquency

_ Prevention Act are designated as “no-year money.” That is, there is no time limit on the expenditure of the
funds: However, the (OJP) sets three-year time limits on the expenditure of block and formula funds under
these acts. Any unexpended funds at the end of the three years are deobligated. Under the Victims of
Crime Act, grant funds have a life of two years. At the end of two years, any unexpended funds are
deobligated and revert back to the U. S. Treasury. ' :

Block and Formula Grant Oblfgation Period

_ Block and formula grants awarded to a state have a three year obligation period. For example,
grants awarded Oct. 1, 1994 would have an obligation period of Oct. 1, 1994, through Sept. 30, 1997.

Any funds not properly obligated at the implementing level by the end date of the project must be returned
to the granting agency.- An award of funds to a subgrantee is not considered an obligation for this purpose.

Expenditure Period

i _+ ‘Grantees have 90 days after the end of the obligation period to expend funds that have been
properly obligated. .For example, the end of the expenditure period for a grant with an obligation period

ending Sept. 30, 1997, would be Dec. 31, 1997. " Any funds not expended by the end of the expenditure B

period must be returned to the granting agency. ' ' v

Extensions

The obligation period of block and formula grants may be extended by notifying in writing the
program office 60 days prior to the end of the award. Generally, only one extension of the obligation
period will be granted for up to 12 months. Retroactive extension requests after the end of the obligation
period will not be considered. An extension of the obligation period automatically extends the expenditure
period. ’ :

‘A grantee may request in writing an extension of the expenditure period without extending the
obligation period. The extension of the expenditure period extends the time allowed to fully expend funds
that were properly obligated by the end of the obligation period.

Discretionary/Categorical Grants
Discretionary/ categorical grants are generally awarded with grant periods up to 12 or 18 months.

As with block and formula grants, all funds must be properly obligated by the end date of the award and
the grantee has 90 days after the end date to expend funds properly obligated. Requested extensions of the

obligation period should be submitted in writing to the program office 30 days prior to the end date of the -

award. With proper justification, it is possible to have more than one extension for a discretionary grant.

24




Program Income

Program income is income earned due to the existence of a grant. Examples of program income
are reglstratron fees charged for attendmg a meeting, seminar, or trammg session; or assets obtained
through seizure and forfeiture as a direct result of grant activity. Interest income is not considered project
mcome Project income must be:

e used to supplement the project activities, or
.. used to reduce the federal share of the project, or

. returned to the federal government.

The expenditure of program income is subject to the same requirements as federal funds. Program
income can be used as match, but the grantee should be aware that if the expected amount of program
income used for match is not generated, the grantee is responsible for the difference between the amount
earned and the amount budgeted for the pro_)ect

Grant Adjustments

Over the perxod of a project it may be necessary to ad_]ust the orrgmal award. Some of the reasons
for grant adjustments are as follows: :

: ‘ ~ .. . budgetadjustment . Grantees are permitted.to reailocate funds in the various
T o " categories of their grant up to 10 percent of the total award,
- ' ~ cumulative, .without prior approval. Ifit is necessary to move
" more than 10 percent of the total grant between budget
categories, the grantee must receive prior approval from the
program office and will be given a grant adjustment reflecting the
new budget for the project.

change in scope _ Any change in the scope of the pro_]ect must be approved by the
- program office.

change in project period A request to extend the end date of the project must be submitted
to the program office for approval. Extension requests for the
end date of block or formula grants should be submitted to the
program office 60 days prior to the end date of the award.
Extension requests for the end date of discretionary or categorical
grants should be submltted 30 days prior to the end date of the
award.

retire special conditions Grant adjustments are used to retire special conditions that may
' ‘be placed on the award by the program office.

change in project director If the designated project director or other key personnel for a

: ) project changes, the program office should be notified and a grant
. adjustment issued noting the change. Likewise, a change in the
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project monitor at the program office will be conveyed to the
- " grantee by a grant adjustment. o

prior approval costs Items requiring prior approval must be reported to the program
’ office. Examples of items requiring prior approval are individual
contractor fees exceeding $250 per day, sole source justifications
on items exceeding $100,000, and purchases of ADP equipment
exceeding $100,000. '

deobligate/reobligate A grant adjustment will be issued to deobligate remaining funds
: ' in a grant or reobligate funds in a grant if necessary. :

~ Progress Reporting

The requiréménts for submitting a progréss report for each calendar quarter have been changed.

Progress reports are now due every six months rather than quarterly. The first progress report for a grant is

due 30 days after the first full calendar quarter of the grant. Subsequent reports are due every six months
thereafter. The final progress report is due 90 days after the end of the grant. o

For active grants, the next progress report is due six months after the last quarterly report” -
_submitted. , - i : ,
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10.

1.

12.

- 13,

M7100 HIGHLIGHTS

The OJP guideline manual, Financial and Admzmstratzve Guide, M7100, is being revised and will
be published in early 1996. All current recipients of federal funds from agencres of the OJP will receive a
copy of the revised guide. The following are some of the hlghhghts of the revisions to the M7100

Financial and Administrative Guide.

Procurement' Threshold
Definition of Equipment
New Format

CFDA Numbers

- Program Descriptions

- .Deﬁmtlons Chapter

: Consultant Rate Prror Approval

Advance Payment Clarification
For Small Awards

Interest on Financing
Organization Charts

Interest on Advance

Interest Refund to DHHS .

Disposition of Equipment Based .

on FMV

The threshold for prior approval on sole source
procurement has been raised to $100 000. .

The equipment cost threshold for capltalrzatxon of
equipment has been ralsed to $5,000.

The ﬁnancml‘ guide has been rearranged in a new format
for easier reference.

The Catalog of Federal Domestic Assistance (CFDA) 7
numbers have been included for all programs

Descrrptrons of the leglslatrve authorrtles for all programs
are provrded :

A deﬁmtron chapter has been added

o The threshold for prlor approval of the mdrvrdual B
~consultant rate has been raised from $150 per day to -

$250 per day.

The criteria for quarterly advance payments for small

, _awards have been clarified.

Interest on ﬁnancmg the acqursmon of property is now
an allowable cost.

Organization charts of the agencies under the OJP will be
added to the guide.

The threshold for keeping interest earned on the advance

~ of federal funds has been raised to $250 per fiscal year.

Interest eamed on the advance of federal funds in excess
of $250 is to be returned to the Department of Health and
Human- Serwces .

Equipment with a fair market value (FMV) of less than

$5,000 can be retained, sold, or otherwise disposed of
with no further obligation to the awarding agency.
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14.

15.

Transfer of Title Based on FMV

Requirement to Use INS Employment
Eligibility Form

The title for equipment with a fair market value of less
than $5,000 is transferred to the recipient. -

- The requirement to complete the INS employment

eligibility form for all employees has been added to the
guidelines.
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SUMMARY OF OMB 'CIRCULARS'

OMB circulars pertaining to the management of grant programs fall into three general categories:
administrative requirements, cost principles, and audit requirements. A summary of these circulars is listed
below. Furiher details on OMB Circulars A-87, A-128, and A-133 are presented in following sections.

Administrative Requirements

The two_administrative requirement circulars establish uniform administrative requirements for
federal grants and agreements such as the use of the standard forms (i.e., SF-269), grants vs. cooperatrve
agreements, and reporting requirements. The c1rculars are as follows:

OMB Circular A- 1 02 Grants and Cooperjative Agreements with State and Local

Governments
OMB Circular A-110 Uniform Administrative Requirements for Grants and

Agreements with Institutions of Higher Education, Hospitais, and
Other Nonprofit Organizations

Cost Principles

The three cost prmcrples crrculars estabhsh principles and standards for determmmg costs for--
federal awards, contracts and other agreements The circulars are as follows

OMB Circular A-21 A Cost Pninciples for Educational Institutions

OMB Circular A-87 'Coat Principles for State, Local and Indian Tribal Governments |

OMB Circu.lar A-122 o Cost Principles Jfor Nonprofit Organizations |
Audit Requirements | | |

The two audit requirement circulars establish the audit requirements and define federal
responsibilities for implementing and monitoring such requirements. The circulars are as follows:

OMB Circular A-128 Audits of State and Local Governments A
OMB Circular A-133 : Audits of Institutions of Hzgher Educatzon and Other Nonprof it
' Institutions
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. OMB CIRCULAR A-87
COST PRINCIPLES FOR STATES AND LOCAL UNITS OF GOVERNMENT

The OMB’s Clrcular A-87, Cost Principles for States and Local Units of Government, establishes
the principles and standards for determining costs for federal awards to states and local units of
government. State and local recipients of federal awards should become thoroughly famlhar with the
provisions of the circular.

Major Provisions
The major provisions of the circular requires that a cost be:

«  Allowable— The cost must be allowable as defined by the circular;

. Necessary to the performance of a project — The cost also must be necessary for the
' efficient performance and admlmstratlon of the project.

. Reasonable — The cost must be reasonable.

. Allocable to the project consistently treated — The allocation of the cost to the project must
be consistently treated throughout the prOJect period.

, ‘ COET . L Permissible under state and federal laws and regulatlons - The cost must. be perm1551ble :
- B under both state and federal laws and regulatlons : :

. Must not result in a profit — The cost must not result ina proﬁt for the recxplent of the
federal award

*  Claimed against only one award — A cost can only be claimed against' one federal award.

The cxrcular further defines what is generally cons1dered a dlrect cost and an indirect cost. Dlrect
costs are identified specifically with an activity of the project and generally include:

e salaries and wages (including holidays, sick leave, etc.) — direct labor costs;
. . other employee fringe beneﬁts allocable to direct labor employees;
. | consultant services contracted to accomplish specific grant/contract objectives;
«  travel of direct labor employees; and |
. materials/supplies purchased directly for use on a specific grant/contract.

Indirect costs are not readily identifiable with a particular grant or contract and generally include:

. - maintenance of buildings,
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telephone expenses,
travel and supplies,
depreciation, and

rental expenses.

In addition, concerning indirect costs, Circular A-87 provides for:

provisional indirect costs rates — adjusted to actual (retroactive adjustment);

predetermined rates — (not normally subject to'adjustment); and

ﬁxed rates (with roll or carry forward) — adjusted in future perlod

Clrcular A-87 also 1mplements the cognizant agency concept. The cognizant agency is the federal
agency responsible for reviewing, negotiating, and approving cost allocation plans or indirect cost ~
proposals developed under the crrcular on behalf of all federal agencies:

The c1rcular does not:

_ supersede limitations 1mposed by law —ie., does not ovemde hmltatlons that are lmposed
- by the leglslatlon authonzlng the program, :

" provide add1t10nal federal funds for 1nd1rect costs —i.e., does not provide that additional

funds will be available to cover indirect costs that may exceed the budget of the prOJect

‘ due to a higher actual rate;

dlctate how a government should use funds - i. e., only the leglslatlon dlctates for what
purposes the federal funds may be used; and

71 relieve state and local governments of stewardship responsrblhtles for federal funds —

states and local units of government are responsible for insuring that all laws, regulations,
guidelines, etc. governing the use of the federal funds are followed. '
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. May 17, 1995, Revision to Circular A-87

Revisions to OMB Circular A-87 were published on May 17, 1995. Ten key provisions of that
revision are as follows:

1. Format Change — The' format of the circular has been reorganized in the following ﬁve
attachments: :
a. General Principles
b. Items of Cost
c. State-Wide Cost Allocation Plans (SWCAP)
d. Other Allocation Plans
€. Indirect Cost Proposals

Instead of having separate sections on allowable and unallowable costs, there is now one
section on cost items and what is allowable and unallowable are 1ndlcated under each cost
item.

2. Automated Data Processing — The c1rcular has been revised to allow the costs of software
development to be expensed in the period incurred rather than amortized. '

-3, Interest Allowability — The revision allows mterest on debt incurred for the followmg to .
: be allowable charges to federal awards
- . S T T e - equipment and buildings acquxsmons TR,
ST T - osTel bulldmgconstructlon R Sl
. fabrication’
. - reconstruction
. remodeling

rThe above apphes to bu1ldmgs completed on or after Oct. 1, 1980 and applles to
equipment in service. : .

Note: This provision was extended to nonprofit organizations through a notice published
in the Federal Register Oct. 6, 1995. However, for nonprofits, the provisions are not
retroactive and apply only to debt arrangements entered into after Sept. 29, 1995, the
effectlve date of the notice.

4, State and Local Sales Taxes — State taxes are unallowable 1f the govemment assesses taxes
upon itself or disproportionately to federal programs. Example: unallowable taxes: levy
taxes as a result of federal funding; allowable: user taxes, such as, gasoline taxes. This
provision becomes effective for fiscal years beginning on or after Jan. 1, 1998.

S. Tlme and Effort Reporting — The circular further defines what is required for time and
effort reportmg

R LI Requires' after-the-fact certification ofeffort
. . Allows charging programs based on estimates
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. Requires quarterly adjustments to actual time

. Allows adjustments when variance reaches 10 percent
° Allows adjustment made through future drawdowns-
6. Depreciation — The revised circular states that depreciation should be based upon the cost

of the asset and encourages straight-line depreciation, not accelerated.

7. Cost Allocation Plans — The circular requires that cost allocation plans must include:
. Financial statements of internal service funds _
. Financial statements of self-insured funds. Purpose To assess whether
funds are accumulating excess retained earnings through overcharges
« - Certifications that plan does not mclude unallowable costs
8. Internal Service Funds — The revised circular allows costs necessary to maintain a 60-day

working capital reserve. This is consistent with current practice.

9. Capital Expenditures — The circular allows expenditures undér $5,000 to be expenised.
Note: An OMB memorandum dated June 29, 1995, allows the $5,000 threshold for
capltal expendltures for nonproﬁt organizations.

i0. Posr-bmployment Benefiis — The circular allows costs for post-employment benefits if ]

- costs are funded in accordance with actuarial requlrements and in accordance with general

accepted accountmg pract1ces - S

Sélected Items of Cost L

The followmg selected items of allowable/unallowable costs contamed in Attachment B of the
_ revised OMB Circular A-87 may be of interest:

- p- 3,‘ no. 4 'Costs of alcoholic beverages are unallowable.
p. 3, #5 The costs of audits are allowable. '
p.4,#7 Losses arising from uncollectible accounts and other claims are not allowable
p. 5-6 . Costs allowable and unallowable under fringe benefits are defined.
p.8 Severance pay is allowable if an acceptable established policy exists.
p. 10 Value of donated services allowable to meet cost sharing or matching
’ requirements.

.11,n0.12  Contributions to a contingency reserve is an unallowable cost.

.11no. 13 Contributions and donations to others is an unallowable cost.-

13,n0.17  Employee morale, health, and welfare costs are allowable.

14, no. 18  Entertainment costs are unallowable.

14,n0. 19  Threshold for capitalizing equipment has been raised to $5,000.

15,n0.20  Costs of fines and penalties are unallowable

.15,n0.21  Costs of fund raising and investment management are unallowable.-

.16,n0.23  General government expenses unallowable, i.e., salaries and expenses of the
office of the governor, state legislatures, or similar governmental bodies.

.27  Lobbying costs are unallowable.
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~ p-21,n0.30
p- 22, no. 34
p- 23, no; 38
p- 23, no. 39

p- 24, no. 40
p- 25, no. 42

Costs of memberships, subscriptions, and professnonal activities are allowable 1f
they benefit the project. :

Costs of preparing proposals for potentlal federal awards are allowable these
should generally be treated as indirect costs. )

~ Rental costs are allowable, however, rental costs under less than-arms-length
* leases are not allowable but costs of maintenance and operations are allowable.

Costs of taxes that a government unit is legally required to pay are allowable.
Costs of training provided for employee development is allowable.

- Unrecoverable costs under one agreement are unallowable under other award

agreements.
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AUDITS

The OMB Circulars govemmg audit requirements are A-128 for states and local units of
government and A-133 for nonprofit organizations.

Audit Thresho!ds

» The Single Audit Act of 1984 established uniform requirements for audits of federal financial
assistance provided to state and local units of governments. The provisions of that act have been
incorporated into A-128 and A-133. The single audit thresholds that were established are as follows:

. $100K or More - A recipient of $100,000 in total federal financial assistance is
' required to have a financial and compliance audit in accordance
- with A-128 or A-133.

Between $25K & $100K A recipient of between $25,000 and $100,000 in total federal
- financial assistance is required to have a financial and compliance
audit in accordance with A-128 or A-133, or an audit in
accordance with federal laws and regulatlons governing the
programs they partlclpate in.

Less than $25K A recipient of less than $25,000 of total federal financial
e ] assistan‘ce is exempt from the audit requiremerrts -
States can make a determination whether they will have a statewrde, department-wrde, or agency-
- wide audit. Nonprofit organizations are permitted under Circular A-133 to have an audit every two years
upon approval from the federal cogmzant agency. However, the OJP does not encourage two-year audits
for nonproﬁts : -

Grantees and subgrantees are required to have an audit in accordance with the approprlate OMB
circular. States are responsible for resolution of the audrts of their subgrantees.

Audit reports are due 13 months after the close of the period being audited.
Audit Report-

In addition to the requisite financial statements that comprise an audrt the audit report should
include the following: .

e A statement that the audit was made in accordance with generally accepted govemment
auditing standards.
. A positive and negative assurance statement on those items of compliancethat were tested

and those items that were not tested, respectlvely, based upon the applicable laws,
regulations, terms, and conditions governing the federal awards. Positive assurance
consists of a statement by the auditors that the tested items were in compliance with
applicable laws and regulations. Negative assurance is a statement that nothing came to
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the auditors’ attention as a result of their specified procedures that caused them to believe .
the untested items were not in compliance with applicable laws and regulations. '

. A report on the study and evaluation of internal accounting controls.
Resolution of Audit Reports

Recrplents of direct funding from federal agencies should submit their audit reports to their
cognizant federal agency and provide copies of the report to all federal agencies from which they receive
funding. Subgrantees under the formula or block grant programs should submit their audit reports to their
funding state agency.

The following is a checklist of steps that should be taken to resol\re an audit report.

. Establish a working file for the audit report.
° Review and analyze the audlt report.

K If there are findings, a letter should be generated to the audited remplent This letter
should include a request fora correctrve actlon plan (CAP). :

P 4 Tl"xc CnP Sno ur 11 lude'

- A description of each finding; - ; ’ T e e .
Specific steps to be taken to'implemént the recommendatlon S o
_- Timetable for performance of each corrective action; R
A description of monitoring to be performed to ensure 1mplementatron of the
CAP.

‘Y v v v

«  The rec1p1ent should generate a response to the CAP letter within a specrﬁed time frame,
usually 30 calendar days from the letter.

° Analyze the response and follow up on the action taken.
Top 10 Audit Findings

Experience has shown that the top 10 audit ﬁndings are as follows:

1. ‘ Unt1mely submrssron 'of reports — Progress and ﬁnancral reports are not submrtted when
due.
2. Commingling of funds — The recipient’s accounting system is unable to accurately identify

the receipt and expenditure of funds to the proper award.

3. Lack of documentation — The recipient does not have adequate invoices or other
documentatron to back up the expendlture of funds.
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Excess cash on hand — The recipient is not managing its drawdown of funds to coincide
with expeaditures to avoid having excess federal funds on hand.

Inadequate monitoring of subgrantees — The recipient is failing to monitor its subgrantees
to ensure that they are expending their funds in compliance with all federal laws and
regulations. :

Unallowable costs — The recipient has expended federal funds on cost items that are
unallowable under Circular A-87, Cost Principles for States and Local Units of
Government, or Circular A-122, Cost Principles for Nonprofit Orgamzatzons whichever
is apphcable .

Inadequate time and effort records — The recipient has failed to kept adequate time and
effort records documenting the time that its employees have worked on the act1v1t1es
related to the projects.

Inappropriate changes — The recipient has made budget changes and/or changes in the -
scope of the project without requesting prior approval from its program office.

Inaccurate reports — The financial status reports submitted do not agree with the financial
records of the organization. The recrplent ] request for payments does not correlate with
its need for funds : :

' 'Confllcts ofii 1nterest “The recipient has conﬂlcts of i mterest or the appearance of conﬂlcts‘ : o
of i mterest in its procurement procedures or other management of the federal funds o
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‘ ' PROPOSED CHANGES TO
- SINGLE AUDIT ACT
AND OMB CIRCULAR A-133

: Legisiation is pending before the Congress that will revise the Single Audit Act of 1984.
Additionaily, changes to OMB Circular A-133, Audits of Institutions of Higher Education and Other
Nonprofit Institutions have been proposed. Below is a comparison of the proposed changes to the Single
Audit Act and OMB Circular A-133.

Single Audit Act Proposai | Circular A-133 Proposal

Coverage: Nonfederal entities, including non- | Eventually would cover all nonfederal entities,
profit orgamzatxons and universities. - -~ - _including state and local government.

Apphes to nonfederal entities that spend $300, 000 Applies to nonfederal entities that receive
or more in federal awards in any fiscal year $300,000 or more in awards in a year.

Codifies rule that 50 percent of any entity’s total | Codifies 50 percent rule but establishes a 25
federal expenditures be audited - : .| percent threshold for “low risk” auditees.

Majror program defined partlyv By dollar amount — | Major program defined partly by dollar amount —
nine-tier threshold retained, but top tier changed to| three (3) percent of total federal expendltures or

exempt more programs in very large states. $300,000, whichever is greater. _
' ' - | Major program defined partly by risk-based | Risk-based criteria included for dctennining
criteria to be established by the OMB. .. . | whether a smaller dollar value program is “high
o ‘ o ' risk” and must be audited as a major program.
‘Report submission deadhne shortened tonine - | Same. —
months ' :

Eliminates provisions on transaction testing and - | Known questioned costs of $10,000 or less would

reporting of all findings of noncompliance: not be reported.

Three principal auditing requirements deal with Same, but more detail given.
financial statements, internal controls, and

compliance.

Audltor requlred to 1nclude in smgle audit report a | Audit reporting package would include
summary of determinations. ’ management’s certification arid new summary
| schedule of prior audit findings.
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GOVERNMENT-WIDE COMMON RULES

OMB Circulars vs. Common Rules

OMB circulars are sighed by the director of the OMB and circulated to each federal agency. Each
agency implements the circulars via their regulations. The 1mplementatxon of the circular may vary from
agency to agency.

- Common rules are signed by the head of each federal agency, who mdlcates that he or she will
1mplement the common rule umformly

The Common Rules

There are four government-wide common rules for the administration of grants. They are:
Grants Management Common Rule for State and Local Governments (A-102 Common Rule)

The grants management common rule, titled Uniform Administrative Requirements for Grants and
Cooperative Agreements to State and Local Governments implements the provisions that are contamed in
OMB Circular A-102. This common rule is applicable to state and local units of government.

_ Debarment and Suspenszon

The debarment and suspensnon common rule requxres that grantees rece1vmg federal funds sign a
certification that they have not been nor will they do business with individuals of any orgamzatlon that has '
been disbarred or suspended from doing’ busnness with the federal government.

This common rule applies to state and local units of government and to nonprofit organizations . -
that receive more than $25,000 in federal funds per award. However, recipients of entitlement funds
(formula and block funds) need not submit a signed certification. The requirement to certify is also passed
to the lower-tier subrecipients of federal awards. :

. Some or the reasons that an orgamzatxon or an individual, may be debarred or suspended from
doing business with the federal government are embezzlement, conviction of a federal crime, violation of
the drug-free workplace certification, or performing government work with a firm that has been debarred,
suspended, or demed federal benefits through a court action. The length of debarment is normally three
years - -

To determine if an individual or organization has been disbarred or suspended, the recipient of the
federal funds should check the List of Parties Excluded from Federal Procurement or Nonprocurement
Programs. This monthly publication can be obtained through subscription by contacting the Government
Printing Office in Washington, D.C., tel.: (202) 783-3238 and ordering stock no. 722-002-00000-8. It is
also possible to leave a message on the FTS answering service at (202) 786-0688. Those recipients with
- access to a modein can contact the GSA data base directly at (404) 331-7205. Modem should be set to
full-duplex, even parity, 7 data bits, 1 stop bit. The login procedure is “L DEBAR ” This is an all caps
system.
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Drug-Free Workplace Common Rule

The drug-free werkplace common rule requires that recipients of federal funds maintain a drug-
free workplace. In signing the certification, the recipient is certifying that it will inform employees of the
“drug-free workplace policy, establish a drug-free awareness program, inform employees of the penalties
-that may be imposed for drug abuse violations in the workplace, and inform employees of the availability
of counseling and rehabilitation services available.

The common rule applies to all direct recipients of federal funds, state and local units of
government and nonprofit organizations. Subrecipients of federal funds are exempt from the certification
except those subrecipients that are state agencies. A state can prov1de a drug-free workplace certification
statewide signed by the governor, for a specific group of agencres signed by the governor, or on an agency-
by-agency basrs :

VLobbying Commoh Rule

The lobbying common rule requires that recipients certify that they will not use federal funds for
lobbying purposes, will report all “reportable lobbying activity,” and will pass the lobbying certification
requirement to their sﬂbrecipients that receive more than $100,000.

) The common rule applies to all state and local units of govemment and all nonproﬁt orgamzatrons
that receive more than $100,000 of federal funding in a g'ant or cooperatrve ag e"1°n* Nati ive Americar
trlbes and trlbal orgamzatlons are exempt from the requrrement ' o -

“Reportable lobbymg actrvrty” is the h1rmg of a pard lobbylst or the hlrmg of an mdrvrdual ona.
part-trme basis for the.purpose of influencing or attempting,to influence a federal employee or-the

" Congress to make an award to the organization. “Reportable lobbying actlvrty” must be reported on
standard form LLL All forms LLL must be sent the federal agency

Summa_ry o

The following summarizes the requirements of the three common rules requiring certification.

Debarment and Suspension Who is covered? Direct recipient's and sﬁbrecipien‘ts However,
' subcontractors receiving $100,000 or less are exempt from the
certification requirement.

Exemption: Direct recipients of an award required by statute (BJA,
OVC, OJIDP formula/block awards) are not required to submrt a -
certification.

Drug-Free Workplace Who is covered? Direct recipients and subrecipients that are state
' agencies.

Exemptions: Subrecipients other than state agencies
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Lobbying : Who is covered? Direct and subrecipients that receive more than
$100,000 in funding. :

Exemptions: Native American tribes and tribal organizations

Electronic Access to Circulars and Common Rules

Some of the OMB Circulars and Common Rules can be accessed on the Internet by using the
following addresses:

LI FedWorld.gov'

. Gopbher.financenet.gov
> Documents, Publications, Standards
> Central Agencies

> OMB Circulars -

“The exact manner in which these can be accessed will depend on the Internet interface and
capability of each user. Persons who have a “Web Browser such as NetScape or Mosaic can access the ..
data in the followmg manner: -7 o o '

', o URL http /fwww financenet.gov This will access financenet home page
7 Selectthefollowmg o R VT o \
Resources :
Federal Control Agencres
" OMB

F ederal Fmancral Documents

At present OMB Circulars A-87, A- 102 and A-1 10 are available.
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ORDER OF PRECEDENCE

- The following is the order of precedence in resolving any conflicts relating to the management of
federal grants. ‘ o

1. Legislation — The legislation passed by the Congress is the highest authority in the
' ) mariagement of grants.
2. Federal Agency Regulations — The regulations of the awarding federal agency represents

the second highest authority.

3. “Terms and Conditions of the Award — The terms and conditions of the award imposed by
“the awarding program office represents the third highest authority.

4. - Federal Aggncy Policies — The policies of the awarding federal agency represents the
fourth highest authority.
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| . CATALOG OF FEDERAL DOMESTIC ASSISTANCE

The Catalog of Federal Domestic Assistance (CFDA) is the government’s guide to federal
assistance programs. It contains a comprehensive listing of 1,390 programs from 52 federal agencies. The
catalog contains four indexes, listed by agency, function, subject, and applicant ellglblllty, that assist the
user in quickly locating potential federal assistance programs.

The catalog is published each June with a December supplemént and can be obtained through
subscription. It also is available on CD-ROM and on disk for DOS or Macintosh, and also can be accessed
electronically via modem.

For more ihformation contact:
Federal Domestic Assistance Catalog Staff
300 7th Street, SW, Room 101

Washington, DC 20407
Tel.: (202) 708-5126
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PROCUREMENT PROCEDURES

Undér many grants, the grantee may use the federal funds to subcontract for the purchase of
equipment and/or materials or for contractual assistance in areas where it does not have expertise. These
contractmg procedures must, at a minimum, conform to federal gurdelmes

The Office of the Comptroller OJP, has prepared a manual, tltled “Procurement Procedures” to
aid recipients and subrecipients in contractmg

Basis for Procurement Manual

* “Procurement Procedures”is based on the mandated procedures in OMB Clrculars The circulars
are A-102, the common rule issued in 1988 for state and local governments, and A-110 for nonproﬁt
organizations, universities, and hospitals.

For state and local units of government that have their own regulations, the manual supplements
those procedures and clarifies situations that must be addressed in the contracting process. OMB Circular
A-102 states that if the state or local procedures offer more efficient protectron for the federal dollar they.
should be used. If not, the federal procedures should be used.

= Nonprofits orgamzatrons wrthout wrrtten contractmg procedures majr find the manual useful.

The following is an outline of the highlights of the procurement manual Refer to the manual for S

. Ifurther detarls and’ check lxsts that wrll ald in the procurement procedure

-Chapter 1- Evolutron of Contract Requirements :

Any contractual requrrements should be envrsroned in the application. Front-end plannmg is very
important as grantee contracting is serious business and extremely complicated. -The grantee should study
the regulatlons and analyze the situation, and if necessary, ask for. gu1dance from thelr grantmg agency.
Chapter 2 —The Procurement Package

The procurement package w1ll vary with local procedures and dependmg on the type of
procurement. Details are covered in the followmg chapters. In general, the procurement package should

contain:

. reqursmon

. statement.of work (negotiated procurement)
. ~ design specification (competitive sealed bid)
. evaluation criteria (negotiated procurement)
. sole-source justification (noncompetltrve Justrficatron)
. all required concurrences :

Some things that should be considered in preparing for a procurement are:

Funding Availabilitj_' Are there funds available for the rprocurement in the grant?
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Market Survey Has a market survey been conducted to determine potential
bidders?

Responsibility Delegation Has responsibility for the various procurement procedures been
established?

Procurement Method Has the proper procurement method been determined? These
: ' various procurement methods are covered in Chapter IV of the
manual. :

Statements of Work ~ Has the statement of work been written if a negotiated
: _ procurement?

Proposed Evaluation Criteria . Has the evaluation criteria been established if a negotiated
procurement?

Evaluation Board Appointment Has the evaluation board been established to review the responses
for a negotiated procurement?

Chapter 3 — Competition ' = e e S
Both the common rule A-102 and OMB Circular A-110 require competition on contract awards.

To ensure that proper competition is available, bidders lists should be continually updated.
Prequalification before placing on a bidders list is frowned upon by the federal govemment Acceptance

- of a bid by the awardmg agency should not be- subject to prequahﬁcatlon ’

Advertlsmg of contract requlrements in newspapers and other media is another lmportant way of
ensuring competition.

Local preference laws relative to contract awards involving federal dol__lars alsd are frcwned upon

by the federal government.
The use of option clauses is recommended whenever possxble Optlon clauses glve the contractor
_ the unilateral authonty to purchase more of the same product or service at an indicated prlce Awarding
agencies must exercise the option at a stated time and if funding is not available, the option is not
exercised. -

Chapter 4 — Methods of Procurement

Chapter 4 of the manual lists the various methods of procuf_ement, each of which is covered in
more detail in the following chapters. These methods are:

e interdepartmental transfer of funds (Chapter 5),

. small purchases (Chapter 6),
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. . competitive sealed bidding (Chapter 7), and
° negotiation (Chapter 8).
Chapter 5 — Interdepartmental Transfer of Funds

Inierdepartmental transfer of funds normally applies to state and local govemment or large
multidivisional nonprofit organizations. This method is not included in the regulations as a procurement
method, however, it may be considered a way to satrsfy contractual requirements. This method can be
used when the capability to satisfy the requirement is available m-house or an incumbent contractor is
already performing and satisfying a simmilar requrrement '

The advantages of an mterdepartmental transfer of funds for procurement are that it is quicker and
no full-blown competition is required. The dlsadvantages are that for work performed in-house, no
recourse for substandard work is available as in contractual arrangements, and full-blown competition
might have led to a better price.

Chapter 6 — Small Purchases

The federal threshold for small purchases is anythmg under $100,000. States and local units of
governments have their own thresholds, whlch are normally $5,000.0r less.

Rather than a contract, a purchase order is awarded for small purchases The purchase orderis =
o . - much srmpler than a contact, normally has _|ust a few borlerplate clauses and requrres only a one—party
' srgnature . : .

The procurement procedure is usually accomplished through-telephone solicitations or informal
written quotations and is not advertised. The best vendor is selected and a purchase order is sent to the’
vendor. The awardmg agency accepts delivery, the vendor brlls the agency, and the agency pays.

A alternative method is a blanket purchase order A blanket purchase order is hke a “charge
account” and is usually established with a vendor to accommodate frequent recurring types of purchases.
There must be some discipline established to control the authority to purchase, such as an approved
requisition, and oversight authority should be exercised to avoid abuse.

An imprest fund or “petty cash” is another method for handling small purchases. An irnprest fund
creates problems in that strict accountability must be maintained, a cashier must be available to access the
fund, and if the cashier leaves, the combmatron on the safe must be changed

It is impermissible to split the requrrements of a contract so that the monetary value is below the
small purchase threshold to use a purchase order as opposed to a contract.

Chapter-7 ~ Competitive Sealed Bidding
Competitive sealed bidding is the preferred method of procurement. However, it can only be used
when the grantee can describe exactly what he or she wants, i.e., there are no unknowns or contingencies;

there is a likelihood that competition is available; there is ample time to issue the invitation for bid (IFB)
‘ and hold a public bid opening; and across-the-table negotiations are unnecessary.
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Competitive sealed bidding requires the development of a detailed design specification of what is
required. The requrrement is advertised and the IFB issued. At a set date, the sealed bids are publlcly
opened.

The award goes to the lowest bidder after two tests are applied.

1.  Test of responsiveness — no deviation from the IFB/specrﬁcatrons is allowed If the bidder
' ‘has dev1ated the bidder is declared unresponsive.

2. Test of responsibility — is the bidder a regular dealer and does the bidder have the ﬁnancral
capability, facilities, engineering, etc. to fulfill the contract.

The major drawback of competitive sealed bidding is a lack of flexibility. If a bidder meets all of
the requirements of the IFB, is the lowest bidder, and passes the above two tests, the bidder must be
awarded the contract.

An alternative is a two-step competitive sealed bid. In a two-step process step one is the issuance
of a technical proposal where contractors state how their equipment and capability will satisfy the
requirement. No prices are submitted. The government evaluates the responses to the technical proposals
and those contractors evaluated in the affirmative are invited to submit a bid. The contract is awarded to
the lowest bldder

Chapter 8- Negotiation

"The negotlatlon method of procurement is used when competxtxve sealed bid crltena cannot be
met. It is used when a grantee cannot describe | exactly what the grantee wants and itis necessary to hold
across-the-table dlscussmns

_ - Rather than an invitation for bld (IFB), a request for proposal (RFP) is prepared. The response to

a RFP that is received is an “offer” as opposed to a “bid” in response to an IFB. The RFP contains a
“statement of work” narratively describing the requirements and-outlining parameters in general terms.
Criteria for evaluating the response also must be developed and explamed in the RFP. As with the IFB,
the requrrement must be advertised and the RFP issued. .

An committee must be appointed to evaluate the proposals received based on the established
evaluation criteria. Each proposal is scored based upor the evaluation criteria and a cost and price analysis
is performed. A competitive range of scores is established to select offerors with whom negotiations will
be conducted. Across-the-table discussions are held with the offerors who fall in the competitive range, a
selection is made, the contract is formulated, and the contract is awarded. The award in this case does not
necessarily go to the low offeror but to the offeror that most completely fulfills the evaluation criteria.

Chapter 9 — Sole-Source Contracting

Sole source contracting is an exception to the “competitive requirement” for procurement and can
only be used under certain conditions. These conditions are:

. the item or service is available only from a single source,
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° there is a true public exigency or emergency,

° after competitive solicitation, competition is considered inadequate.

When considering sole-source contracting the following issues should be considered.

. Adequacy of the bidders list — Is the bidders list current?

s Arethe desired timé frames realistic: — Has adequate time been permitted to allow
prospective bidders to respond to thie IFB or RFP? Are the time frames for completmg the
contract realistic?

. Did any market survey conducted indicate a lack of competitive sources?

Approval of the federal awarding agency is required for all sole-source contracts of more than
$100,000. A checklist provided in this chapter identifies the criteria for justifying sole-source contracting.

Chapter 10 — Contract Provisions

A contract nonnaily will have the following items included.

. Cover page - including contract number,v fund citations, signatures by both parties

e Schedule admlmstratlve details relatmg to the contract, mllestones due dates etc.
. - Design speclficatlon or statement of work

o General provisions - mandatory and special clauses

General provisions clauses required in a contract under OMB Circular A-102, Common Rule, are:

Disputes

Reporting

Patents

Rights in Data and Copyrights

Stipulates the contractor’s recourse if he has a problem and
provides levels of arbitration to resolve disputes

States the applicable reporting requirements affecting

- contractual activity to comply with the requirements of the

award

Any discovery or invention that arises during the course of
the contract must be reported to the awarding agency.

This clause delmeates the rights of the awarding agency and
the contractor regarding use, duplication, and disclosure of
data. Contractors are permitted to copyright data produced
under a contract but the awarding agency retains the rights to
reproduce and distribute the data.
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Examination of Records

Clean Air and Water Acts

Equal Employment Opportunity

Termination

b Chapter 11 — Contract Type Selection |

This clause specifies the access rights of the recipient, the
subrecipient, the federal agency, and the comptroller general
of the United States to any books, documents, papers, and
records of the contractor..

Contract awards of more than $100,000 must comply with
the Clean Air and Water acts.

Contract awards of more than $10,000 must contain clauses

that the contractor shall not discriminate against any applicant

or employee because of race, color, religion, or national

origin.

‘ Only the awarding agency has the right to terminate the

contract. There are two types of termination.

1. Termination for convenience — The contract is
terminated because of reasons known to the grantee,
i.e., program changes, changes in state of the art,
insufficient funding, etc. The contractor is not in -
violation of any of the contract terms or conditions.

o 2. Termiriation for cause — The contract is terminated

"because actions of the contractor, i.e., failure to

o perform fmanclal dlfﬁculty, sllpped schedules, etc

The type of procurement instrument used is determmed by the awarding agency but must be
appropriate for the particular procurement and for promoting the best interest of the program involved.
- See the chart at the end of this chapter in the manual for a summarlzatxon the various types of contracts

» Fixed Price

A fixed-price contract is the best type of contract if it fits. With a fixed-price contract the risk lies’

with the contractor. By its very nature, contracts awarded under compctltlve sealed bidding are fixed-
price. Fixed price contracts can be used when:

. itis possible to finitely describe the requirement, '
. across-the-table discussions normally are not necessary, and
. there is adequate competition available.
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‘ . There are other types of fixed-price contracts possible. (See the summary chart at the end of the
chapter.) They are: - ’

fixed price with economic price adjustment,
fixed price incentive with incentive based on cost, delivery, or performance.
Cost Reimbursement-

Cost-reimbursement contracts provide for contractors to be reimbursed for their actual _
expenditures and eliminate some of the contractor risks. The contractor’s accounting system must be able
to segregate the costs to the contract, and the contractor cannot be reimbursed more often than bi-weekly.
A ceiling is-placed on‘the estimated cost of the contract, although additional dollars can be added under

certain conditions.

Type of cost-reimbursement contracts are (see summary chart at end of this chapter in the manual

for further details): 7
Cost Plus Fixed Feé The fee is esﬁblisheé on the front end and ié fixed (doe§ not fluctuate
with the dollars). o ' : - :
j _Cost, No Fée » . Thé éc;ntraptor is‘reirhbursed_ f6r:costs orhllry.' L
: . o Céstléhagi;n‘gi o : The recipient sha'rés the cost w1th Fhe cdn;tractprf.’ - )

- - Cost Plus Incentive ~ The fee is based upon incenﬁives such as cost, delivery,"Qr.p_erfor'mAnce'. .

Time and Materials ~ The hourly rates are specified in thejcontract. Materials are reimbursed at
: : cost. .The number of person-hours must be negotiated for each task.
Contract also must have a ceiling. - :

Labor Hour Sénie_'as time and materials, but labor costs only; -

Letter Contract

A letter contract is a letter commitment for the contractor to start work prior to the award of the
contract and is incorporated into the final contract.

Chapter 12 - Code of Conduct
" OMB Circulars A-102 and A-1 10 require that recipients and subrecipients maintain a written code
of standards and conduct governing the performance of their employees engaged in the awarding and
administration of contracts. ‘
Conflicts-of interest, or the appearance thereof, must be avoided. No employee, officer, or agent

of the awarding agency shall participate with the selection, award, or administration of a contract if there is-
a conflict of interest, real or apparent, involved. Such conflicts arise when the employee, officer, or agent;
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or any member of his/her family; or his/her partner; or any organization which employs, or is about to
employ, has a financial or other interest in the firm bemg evaluated or selected for an award

Therefore, the awarding agency personnel should:

. be familiar with the agency’s published guidelines,

«  takeno gifts or gratuities,

. avoid the appearance of a conflict of interest at all times,

. " ensure that proposal evaluators or members of their lmmedlate famlly do not own stock in

firms being evaluated, and

. refer any conflicts or interest problems to upper management or legal counsel as
appropriate.

Individuals or organizations participating in the development of the design specifications or the
statement of work are not perm1tted to submlt proposals as this also would be a conflict of mterest

Chapter 13 — Cost and Price -Analysis
A price and cost ana1y81s should be made i in connection w1th every procurement actron

A - Price analysrs isa comparrson of the bottom-llne prlce of the offeror to determine if the prlce
appears fair and reasonable. Thls is accomphshed by comparmg the prrce to other contractors and trade
publications. - : -

Cost analysis involves the analysis of each of the individual items of costs, such as direct labor,
fringe benefits, overhead, etc. Problems can arise in cost analysis when different accounting systems are
.used by contractors. For instance, comparisons of overhead or indirect costs are difficult because one

contractor may charge a certain expense item to overhead, whereas another might process the expense 1tem :

as a direct charge to the contract.

In performing price and cost analysis, federal fee limitations must be considered Recipients can
use the following as benchmarks in negotiating fees on contracts.

- Cost plus fixed fee contracts up to 10 percent
Research and development contracts up to 15 percent
Architect engineering contracts | up to six percent
Chapter 14 — Protests
Recipients and subrecipients are responsrble for the settlement of all contractual and administrative

issues arising from procurements. The federal awardmg agency would only be involved in very rare
occasions.
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‘ Protests can arise before or after an award. Issues that might initiate a protest are:

. proposal evaluation activity
.- disputes (differences of opinion)
. conflicts of interest

Protests should be submitted in writing to the awarding agency. The awarding agency should
follow local procedures for resolution‘of a protest. The awarding agency’s upper management and legal
counsel should be used in resolution as appropriate. ' .

Chapter 15 — Contracting with Small and Minoﬁty Firms, Women’s Businesé Enterprises, and
Labor Surplus Area Firms - , ’

Recipients and subrecipients should take all necessary steps to assure that the following firms are
used when possible:

:- small business firms — designated by the Small Business Administration
« minority' businéSs firms — 51 percent mindrity owned/operated
‘ i . women’s business enterpris;s - smgll Businé_sses that‘are ét least 51 percént 0wned by
‘ ; ‘ - ‘_wom.ern‘v.:" : | .- ) ST R
* lébor surpius area firms — firms geogréphically located in distressed labpr sﬁrﬁlﬁs aréas .

designated by the Secretary of Labor

~ To support these 'progranis‘th,e recipient should take the follc__ﬁwing actions: -

. place Ihbse firms on the bidders list;
o ensure that solicitations are mailed to those firms;
. ~ allocate requirements in smaller amounts, when feasible, to permit maximum

participation; and ,

. establish delivery requireménts, when feasible, for compatibility with capability of those
firms. o : ' :

Chapter 16 — Contract Administration
Contract administration refers to the activity after the awarding of the contract and is important to

assure that the recipient gets what was contracted for to support the federal program. The following are the
major elements of contract administration. o '
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. Delegation — Responsibility for the various elements of contract administration should be ‘
delegated by management to designated personnel selected for their technical and
administration capability to administer the contract.

. Inspection and Acceptance — Deliverables should be inspected before official acceptance
to ensure that contract requirements have been met.

. Progress Reports — Under cost reimbursement contracts, progress reports are normally
required by the statement of work. These reports should be reviewed to ensure that
contract delivery milestones are being met. There should be a compatibility between the
dollar reimbursement and the progress of the contract. '

. Invoice Processing — Invoices should be processed as expeditiously as possible.

. Property Administration — Title to any property purchased by the contractor with federal
funds remains with the awarding agency. Normally property is not purchased under
contracts. It is assumed the contractor has the necessary equipment to perform the
contract. Where special equipment is needed just for the purposes of the contract it is
generally better to lease the equipment for the duration of the contract..

. Consent to Subcontract — The awarding agency should establish procedures to review and
give prior consent for subcontracts awarded by the prime contractors. Monetary consent
levels may be established at the discretion of the awarding agency. Prime contractors

~should follow the procurement procedures in OMB Circulars A-102 and A-1 10. _ 7 ‘

. h Contfact Clo_séoﬁl — Close out brocédil_res should inéludé: -
> funds reconcilidtion — deobligate any remaining funds,
> appropriate diSpositiorl of governiment property,

> ~ assurance that all contractor bills have been paid,
> documentation that all deliverables have been received,
> assurance that there are no outstanding legal actions against the contractor,
> assurance that all reimbursed costs are allowable, and
> issuance of a final bilateral amendment to the contract.

Chapter 17 — Other Considerations
Lease vs. Purchase
Before entering into a lease arrangement for equipment, a lease-purchase analysis should be

performed to determine the economic feasibility. The analysis should reflect a comparison of forecasted
costs for both the outright purchase and a leasing arrangement, including the “cost of money.” Leasing .
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. arrangements should allow a certain amount of the lease price to be applied to the purchase of the
equipment. : »

Documentation

Contract files should be established to provide an audit trail. Records should include, but are not
necessarily limited to, the following: the rationale for the method of procurement, selection of the contract
type, contractor selection or rejection, and the basis for the contract price.
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. MONITORING

Recipients_of federal funds are responsible for the financial monitoring of their subrecipients. The
Office of the Comptroller, OJP, is responsible for the financial monitoring of direct recipients of federal
funds. Finarncial monitoring is not an audit but a review to identify and correct problems that may arise in
the implementation of a project before they become an audit problem.
Why Monitor?
- Some of the objectives of monitoring are:
. ' to ensure compliance with all federal guidelines, regulations, OMB circulars, etc.;

. “to ensure the recipient is fulfilling the terms and conditions.of the award;

to detect problems and provide technical assistance; and

to ensure that the recipient is properly accounting for the expendrtures of federal funds
Types of Monltormg

_ _ While on-site monitoring normally i is thought of when dlscussmg momtorlng, itis not necessary to 7
_ . - on-snte momtor 100 percent of the prolects o

Baswally three types of momtormg can be performed

... . Desk review — a review of all ﬁnanclal and progress reports that have been submltted
' audit reports and correspondence

2. ,Telephone monltormg drrect contact with the recrplent by telephone to ask questlons and
check on the progress of the project. :

3. On—site monitoring — an actual visit to the project site to physically check the
subrecipients’ financial records and review the progress of the project.

Preparing for an On-Site Monitoring Visit

Before leavmg for an on-site monltormg visit, a monitor should prepare for the visit. Preparation
should include:

. a review of the grant file, including the following documents:
> grant application
> award document
> special conditions
. " award adjustments -
. : > financial and progress reports

63 -




> audit reports and audit findings
» . correspondence

a review of monitoring reports from any previous monitoring visits
creation of a check list of items that must be examined and questions that must be asked;

contacting the recipient and scheduling the review to ensure that the files and individuals
that should be seen are available;

_ getting directions to the site;

confirming the schedule visit by letter, informing the recipient of the purpose of the visit;
and ' ,

contacting the recipient one or two days before the schedule visit to reconfirm.

The On-Site Monitoring Visit

After arriving on site, the first thing that should be done is an entrance conference with the director
of the organization. At the entrance conference the monitor should review the purpose of the monitoring
visit, mdncate who he or she would like to meet with, and what documents he or she would like to review.

Some of the items that a monitor should be reviewing are listed below.

»Accountmg system — Are they able to classrfy recerpts and expendltures by grant'?

Cash management — Does the subrecrplent have 1dle cash (excess cash on hand) what is
the trmmg of drawdowns?

Check issuance procedure Is there a review and approval process for making payments?
Are there proper signatures on the checks? Do the cancel checks agree with the invoices?

Internal monthly reporting system — Is there a monthly reporting system to report on
expenditures and receipts by grant? : " '

Preparation of SF-269 Financial Report — Do the quarterly financial reports agree with
their internal accounting system?

Are the costs charged to the grants allowable costs?

Are all costs properly documented?

Additionally, the monitor should examine expenditures under each budget category.
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Personnel

Travel

Contractual

Are there time and attendance records?

> Are hours worked indicated 'by project?

> Are there employee and supervisor signatures?

> Are the individuals working on the project the individuals budgeted in the
grant?

> Do the salaries being pard agree with the approved grant budget‘7

What are the subrecrprent hiring procedures?r
Does the subrecipient have'jo'b descriptions?

Are the fringe benefits being allocated properly to the projects?

Is there a procedure for approving travel?
Is the travel justified within the sere of the grant?

Is there an established travel reimbursement policy? Is it reasonable?

If no travel reimbursement polrcy ex1sts does the subrecrplent follow the federal o '
- or state travel polrcy"

Are travel costs pald only for the individuals assigned to the project".7

Are there written procurement procedures?
Have all procurements followed proper procurement procedures?
Is there a written contract with the contractor?

Is the contractual amount reasonable?

" Does the subrecipient have the proper invoices from the contractors?

Are contractors paid in a timely manner?

Has the subrecipient received the proper products specified by the contracts?
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Equipment '

. Has the subrecipient purchased equipment with grant funds?

. Was the equipment necessary for the project?

. Were proper procurement procedures followed?
B Is the equipment physicelly present?

. Is the equipment being used for the purpose for which it was purchased?

. Is there an inventory system in place?

Rent |

. Is there a rental agreement?

e - Arerental charges being allocated properly to the grants?

. ~ Are the individuals assrgned to the grant physrcally occupying the space allocated

to the project? -
e Is there a conflict of i mterest less than an arms-length transactron"’ ' _ '

After completmg a review an exit conference should be held with the same mdlvrduals that were
present at the entrance conference. In the exit conference, the monitor’ should discuss the findings, both -
B positive and negatlve : ‘

~ Upon returning to the office the monitor should write a monitoring visit report. The monitor may
want to write both an internal and external report.  The external report should be sent back to the grantee
with any findings and expected corrective actions indicated. The monitor should follow up with the
- grantee on the 1mplementat10n of corrective action.
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