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Foreword

We hope you find this guide useful and informative. If you have any questions or comments, please contact the OCFO
Customer Service Center.

TOP 10 TOPICS

Financial Management Systems
Allowable Costs

. Audit Requirements

6

7. Payroll Costs
Unallowable Costs 8. Inventory

9

1

Federal Financial Reports . Accounting by Approved Budget Category
Progress and Performance Reports 0. Subrecipeint Monitoring

a s~

The Office of Justice Programs (OJP) provides Federal leadership in developing the nation’s capacity to prevent and control
crime, administer justice, and assist crime victims. The Office of the Chief Financial Officer (OCFOQ) provides policy
guidance, financial control, and support services to OJP's Program Offices and Bureaus in the areas of grants, accounting,
and financial management. The OCFO also provides technical assistance and training to OJP grantees in our grants
financial management seminars.

The OJP Financial Guide serves as the primary reference manual to assist award recipients in fulfilling their fiduciary
responsibility to safeguard grant funds and ensure funds are used for the purposes for which they were awarded. It compiles
a variety of laws, rules and regulations that affect the financial and administrative management of your award. We have
provided the references to the undetlying laws and regulations as much as possible. The Guide should be the starting point
for all recipients and subrecipients in ensuring the effective day to day management of your awards. The provisions of the
Guide apply to Department of Justice awards.

For additional information on grants management, please visit the Office of Management and Budget's (OMB) Web site at
http://www.whitehouse.gov/omb/circulars_default to obtain copies of current circulars. The Government Printing Office
also maintains electronic copies of the Code of Federal Regulations at http://www.gpo.gov/fdsys/browse/collectionCfr.
action?collectionCode=CFR and e-CFR at http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&tpl=%2Findex.tpl.

The OCFO also conducts financial monitoring of recipients through site visits and desk reviews. The purpose of financial
monitoring is to review compliance with the regulations compiled in the Guide and to provide training and technical
assistance as appropriate.

We are pleased to respond to any questions not covered by this Guide and welcome suggestions to improve the utility of
the Guide and its content. Please feel free to contact the OCFO's Customer Service Center at 1-800-458-0786 with any
financial management questions or suggested revisions. In addition, questions and comments can also be directed to the

OCFO via e-mail at ask.ocfo@usdoj.gov.

Leigh Benda
Chief Financial Officer


http://www.ojp.usdoj.gov/home/contactus.htm
http://www.ojp.usdoj.gov/home/contactus.htm
http://www.whitehouse.gov/omb/circulars_default
http://www.gpo.gov/fdsys/browse/collectionCfr.action?collectionCode=CFR
http://www.gpo.gov/fdsys/browse/collectionCfr.action?collectionCode=CFR
http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr&tpl=%2Findex.tpl
mailto:ask.ocfo%40usdoj.gov?subject=

General Information

KEY TERMS

This Financial Guide is provided for the use of all recipients and subrecipients of Federal grant programs administered
by the Office of Justice Programs (OJP). We have developed the Guide to serve as a compilation of the various laws and
regulations governing Department of Justice grants financial management and administration.

Direct Recipients

m A direct recipient is an individual or entity that receives funds directly from OJP (for example, via block, formula, or
discretionary grants or cooperative agreements).

m Direct recipients (except for those who receive funds via a contract) are required to adhere to applicable law of their
jurisdiction, and the financial and administrative rules summarized in this Guide. Other programmatic and technical
requirements (for example, as set out in award conditions or contained in program-specific guidelines) may also apply.

m Direct recipients are required to adhere to the requirements of Office of Management and Budget (OMB) circulars and
Federal Government-wide common rules contained in the Code of Federal Regulations (CFR).

Subrecipients

m A subrecipient is any organization receiving Federal funds from a direct recipient of Federal funds.

m Subrecipients are required to adhere to the applicable law of their jurisdiction and the financial and administrative rules
summarized in this Guide.

m Subrecipients are also required to adhere to the requirements of Office of Management and Budget (OMB) circulars and
Federal Government-wide common rules contained in the Code of Federal Regulations (CFR).

Award

m An award is the provision of financial assistance, in the form of money or property in lieu of money, by the Federal
Government to an eligible recipient. For purposes of this guide the term award also may be used to refer to grants or
cooperative agreements,

Subaward

m A subaward is the provision of financial assistance in the form of money or property in lieu of money, made under
an award by a direct recipient to an eligible subrecipient. The term includes financial assistance when provided by
contractual legal agreement, but does not include procurement purchases. For purposes of this guide, the term subaward
also may be used to refer to subgrants.

Individuals

m Any individual who works for a direct recipient or subrecipient should use this Guide as a reference for financial and
administrative management of OJP-funded grant programs or projects.

m These individuals may include administrators, financial management specialists, grants management specialists,
accountants, and auditors.

m This Guide may also be used as a training resource for new employees.
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Contractors

m This Guide is not for the direct use of entities or individuals contracting directly with OJP.

m However, direct recipients should ensure that are monitoring any organizations they have contracted with to make sure
they are in compliance with Federal financial management requirements.

(@ FINANCIAL MANAGEMENT TIP

When determining whether an activity has been subcontracted or subawarded, the legal
document is NOT the driving determinant. The substance of the activity that has been
contracted or subawarded will be the major factor considered. If you delegate program activities
to another entity, that delegation will generally be considered a subaward. On the other hand,

if you purchase or procure goods or services from another entity, that activity will generally be
considered a subcontract.

OCFO 2011 Financial Guide 2
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Introduction

This guide includes references to the provisions and policies that are issued by the Office of Management and Budget
(OMB). The largest division of the Executive Office of the President, OMB is responsible for implementing and enforcing
the President’s policies across the entire Federal Government.

m These policies are detailed in OMB circulars and the Code of Federal Regulations (CFR) and identified as Government-

wide common rules applicable to grants and cooperative agreements.

m In concurrence with the OMB policies applicable across all Federal agencies, each Federal agency also has supplemental

policies described in the CFR that are applicable to grants and cooperative agreements.

Office of Management and Budget Circulars/Code of Federal Regulations

Where can | find...

if | am part of a...

Resources

OomMB

U.S. Department of
Justice (DOJ)

Administrative
Requirements

Educational Institution

Title 2 CFR, Part 215 (OMB A-110)

Title 28 CFR 70

State or Local Unit of Government,
or Tribal Organization

OMB A-102

Replaced by Uniform
Administrative Requirements, also
known as “common rule”

Title 28 CFR 66

Nonprofit Organization

Title 2 CFR, Part 215 (OMB A-110)

Title 28 CFR 70

Cost Principles

Educational Institution

Title 2 CFR, Part 220 (OMB A-21)

State or Local Unit of Government,
or Tribal Organization

Title 2 CFR, Part 225 (OMB A-87)

Nonprofit Organization

Title 2 CFR, Part 230 (OMB A-122)

US DOJ Administrative
Requirements Reference
Cost Principles in 28 CFR
66.22 and 28 CFR 70.27

Audit Requirements

Educational Institution

State or Local Unit of Government

Nonprofit Organization

OMB A-133

US DOJ Administrative
Requirements Reference
Cost Principles in 28 CFR
66.26 and 28 CFR 70.26

Government-Wide Common Rules

The uniform administrative requirements for grants and cooperative agreements to State and local units of government

(also known as Grants Management Common Rule for State and Local Units of Government) for the Department of

Justice (DQYJ) are codified at Title 28 CER Part 66.

The uniform administrative requirements for grants and cooperative agreements with institutions of higher education,

hospitals, and other nonprofit organizations for DOJ are codified at Title 28 CFR Part 70.

Additional Government-wide requirements:

m Government-wide Debarment and Suspension (Nonprocurement) is codified at Title 2 CFR Part 180, with DOJ-
specific rules at Title 2 CFR Part 2867.

m Government-wide requirements for drug-free workplace (grants) rules are codified at Title 28 CFR Part 83.

m Restrictions on lobbying are codified at Title 28 CFR Part 69.

OCFO 2011 Financial Guide



http://www.gpo.gov/fdsys/pkg/CFR-2011-title2-vol1/pdf/CFR-2011-title2-vol1-part215.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2010-title28-vol2/pdf/CFR-2010-title28-vol2-part70.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2010-title28-vol2/pdf/CFR-2010-title28-vol2-part66.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2011-title2-vol1/pdf/CFR-2011-title2-vol1-part215.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2010-title28-vol2/pdf/CFR-2010-title28-vol2-part70.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2011-title2-vol1/pdf/CFR-2011-title2-vol1-part220.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2011-title2-vol1/pdf/CFR-2011-title2-vol1-part225.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2011-title2-vol1/pdf/CFR-2011-title2-vol1-part230.pdf
http://www.whitehouse.gov/sites/default/files/omb/assets/a133/a133_revised_2007.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2010-title28-vol2/pdf/CFR-2010-title28-vol2-part66.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2010-title28-vol2/pdf/CFR-2010-title28-vol2-part70.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2010-title28-vol2/pdf/CFR-2010-title28-vol2-part83.pdf
http://www.gpo.gov/fdsys/pkg/CFR-2010-title28-vol2/pdf/CFR-2010-title28-vol2-part69.pdf
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For additional information on grants management and to obtain copies of current circulars, please visit the OMB website
at htep://www.whitehouse.gov/omb/circulars_default, The most recently updated version of the CFR can be found on the
U.S. Government Printing Office’s website at FDsys - Browse Code of Federal Regulations (Annual Edition).

Office of the Inspector General Fraud Hotline

Grantees should report any allegations of fraud, waste, and abuse of grant funds to the Customer Service Branch (CSB) of
the Office of the Chief Financial Officer (OCFO) via email to ask.ocfo@usdoj.gov. In addition to or instead of reporting
allegations to the OCFO CSB, you may report them to the DOJ Office of the Inspector General via email to oig.hotline@
usdoj.gov or fraud hotline at 1-800-869-4499.

Other Available Resources

m The OJP procurement guide Procurement Procedures for Recipients of DOJ Grants.

m Postaward Instructions for OCFO grant recipients and subrecipients

m Federal Government regulation information is accessible at http://www.regulations.gov.

m Grant information related to the American Recovery and Reinvestment Act of 2009 (Recovery Act) is available at
http://www.ojp.usdoj.gov/recovery/.

m Grants Management System (GMS) Training and Technical Assistance can be found at
http://www.ojp.usdoj.gov/training/gmstraining.htm.

m The GMS HelpDesk is available via email at GMS . HelpDesk@usdoj.gov or phone at 202-514-2024.
m The Federal Funding Accountability and Transparency Act (FFATA) is available at heeps://www.fsts.gov.

OCFO 2011 Financial Guide 4


http://www.whitehouse.gov/omb/circulars_default
http://www.gpo.gov/fdsys/browse/collectionCfr.action?collectionCode=CFR
mailto:ask.ocfo%40usdoj.gov?subject=
mailto:oig.hotline%40usdoj.gov?subject=
mailto:oig.hotline%40usdoj.gov?subject=
http://www.ojp.gov/financialguide/PDFs/New%20Procurement%20Guide_508compliant.pdf
http://www.ojp.usdoj.gov/funding/pdfs/post_award_instructions.pdf
http://www.regulations.gov
http://www.ojp.usdoj.gov/recovery/
http://www.ojp.usdoj.gov/training/gmstraining.htm
mailto:GMS.HelpDesk%40usdoj.gov?subject=
https://www.fsrs.gov

Preaward Requirements

APPLICATION PROCESS

Eligible Recipients

You can find the eligibility requirements for block, formula, and discretionary awards in the grant program guidelines.

m Block and formula awards: Generally, States, territories, and sometimes Indian tribes and local units of government are
eligible for awards under OJP’s various block and formula grant programs. Specific eligibility criteria for each program is
set forth in the program’s governing statute and rules.

m Discretionary awards: OJP may award funds under its discretionary grant programs to some or all of the following
types of recipients, depending on authorizing legislations and selected program strategies: States, units of local
government, Indian tribes and tribal organizations, individuals, educational institutions, hospitals, and private nonprofit
and private commercial organizations.

Program Announcements

For programmatic and technical requirements relating to block and formula award applications, contact OJP or the
awarding agency to request program guidelines.

OJP or the awarding agency will announce in the Federal Register, Grants.gov, and/or the Grants Management System
(GMS) any programs that they have developed for funding under their discretionary programs. Additionally, OJP funding
opportunities are posted on the OJP website at http://www.ojp.usdoj.gov/funding/funding.htm, as well as OJP bureau and

program office websites. You can also find a collection of available assistance programs in the Catalog of Federal Domestic
Assistance published by the U.S. General Services Administration.

Certified Assurances (Nondiscrimination Requirements)

As an applicant, you must assure and certify that you are in compliance with all applicable civil rights nondiscrimination
requirements that are prescribed on the OJP Assurances Form 4000/3 (attached to the Application for Federal Assistance
Standard Form 424 [SF-424]). You must assure that your subrecipients are in compliance as well.

Additional responsibility in the event of a finding of discrimination:

m This responsibility will apply to you if you are a recipient of Federal funds and a Federal or State court or administrative
agency finds through a due process hearing that you have, or a subrecipient or a contractor has, discriminated on the
grounds of race, color, national origin, sex, or disability.

m If these conditions apply, then you need to forward a copy of the hearing findings to the OJP Office for Civil Rights
OCR).

If you are a recipient of Federal funds and your award is $500,000 or more, you must submit an Equal Employment
Opportunity Plan to OCR. Your subrecipients are required to submit one as well if they receive $500,000 or more in

Federal funds.

Intergovernmental Review

Intergovernmental review is a process issued under Executive Order 12372 to review Federal programs and activities.

Additional information is available at http://www.whitehouse.gov/omb/grants_spoc.

m If your State has established a process for intergovernmental review and the program that you are applying for is selected
for review, then you must submit a copy of your application to the State’s single point of contact for intergovernmental
review prior to or at the same time that you submit your application to OJP or the awarding agency.

m If you need any additional information regarding this requirement, please check
http://www.whitehouse.gov/omb/grants_spoc.
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Preaward Requirements

APPLICATION PROCESS

Application Submittal

Applicants for OJP funding (or funding through other Department of Justice components that follow this Financial Guide)
submit applications online through either the federal grants portal Grants.Gov (www.grants.gov) or the Department of
Justice’s Grants Management System (GMS) (https://grants.ojp.gov). Each program solicitation will specify which system

should be used for that program, and will contain detailed technical instructions on how to register with the system and
apply for funding. Applicants for formula/block funding, earmarked funding, and continuation funding, are generally
required to register and create a profile in GMS. Applicants for competitive funding are generally required to register in
Grants.Gov. It is best to register well in advance of the application deadline, as processing registration into these systems
may take some time (in most cases, approximately one week).

Most OJP discretionary solicitations require, at a minimum, a number of elements. These generally include the Standard
Form (SF) 424 (Application for Federal Assistance), a program narrative, budget detail worksheet and budget narrative.
There are also a number of certifications that may be required, and other elements as specified in the program solicitation.

m Note regarding SF424 question regarding determination of applicant type: Applicants must specify what type of
entity they are on the SF424. Generally, applicants for OJP grants are one of the following types of entities: States, units
of local government, Indian tribes or units of tribal government, not-for-profit organizations, for-profit organizations,
educational institutions, and (in limited circumstances) individuals. It is possible to select other applicant types as well, as
appropriate.

m Note regarding SF424 question regarding delinquency on Federal debt: The applicant is the organization that
is requesting Federal assistance, not the person who signs the application as the authorized representative of the
organization. Federal debt includes delinquent audit disallowances, loans, taxes, and any outstanding debts with the
Treasury.

Application Review

OJP or the awarding agency is required to ensure that awards meet certain legislative, regulatory, and administrative
requirements. This policy requires that OJP or other awarding agency makes sure of the following:

m The applicant is eligible for the specified program.
m The costs and activities in the application are for allowable, allocable, necessary, and reasonable costs.

m The applicant possesses the responsibility, financial management, fiscal integrity, and financial capability to administer
Federal funds adequately and appropriately.

Applicant Type

Examples of types of applicants include, but are not limited to:
m  An individual

m  Not-for-profit organization

m For-profit organization

m State

m Local unit of government

m Tribe

m Educational institution

OCFO 2011 Financial Guide 6
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Decision and Designation Regarding Risk Status of Applicant
When an applicant is designated as high risk by the Office of Audit, Assessment and Management, (OAAM), all DOJ

components must consider the applicant high risk.
m Under the DOJ High Risk Grantee Designation Program, OAAM may designate a grantee as high risk if the grantee:
» Has a history of unsatisfactory performance;

» Is not financially stable;

» Has an accounting system that does not meet the standards set forth in Title 28 CFR §66.20 (which details standards
for financial management systems);

» Has not conformed to the terms and conditions of previous awards;
» Is otherwise not responsible;

» Has open a single audit report or Office of the Inspector General (OIG) audit report recommendations that have
been open for more than a year, whereby an adequate corrective action plan has not been submitted by the grantee to

QOJP;
» Does not respond to requests from OJP to address an open single audit or OIG audit report recommendations;

» Has significant noncompliance issues that were identified through the normal award administration process (i.e.,
financial or programmatic monitoring);

» Is subject to an OIG investigation where award noncompliance issues were noted that require corrective action;

» Is included on the list of grantees currently barred from receiving funding from the Office of Community Oriented
Policing Services; and/or

> Was referred to the U.S. Department of Treasury (the Treasury) under the Treasury Offset Program for collection of
award funds owed to OJP.

m The DOJ may also impose additional restrictions on awards to grant recipients designated as high risk in accordance with

Title 28 CFR §66.12 and Title 28 CFR §70.14.

Audit Issues
m OJP may not approve you for an award if you have an overdue audit report or an open audit report that you have not
responded to or tried to resolve,

m If you are not in compliance with audit requirements, your application for an award may be rejected, or your funds may
be withheld until audit compliance is achieved.

Verification of Taxpayer ldentification Number

m OJP or other awarding agency will verify the employer identification number (EIN) provided on the application.

m OJP may assign a vendor number very similar to your EIN. This is done so that when a sub-agency within your
government receives awards directly, they will have a separate identifier from that of the parent agency.

» For example, you are a State government and your EIN is 123456777. A police department within your government
applies for and receives an award from OJP, but since the EIN is the same, we assign them an OJP vendor number of
123456778 so that we can identify them as a sub-agency within your government.

Review of Applicant Federal Debt
The SF-424 asks if the applicant is delinquent on any Federal debt.

m The applicant is the organization that is requesting Federal assistance, not the person who signs the application as the
authorized representative of the organization.

m Federal debt includes delinquent audit disallowances, loans, taxes, and any outstanding debts with the Treasury.

OCFO 2011 Financial Guide 7
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Assessment of Applicant’s Financial Capability

If you are a nongovernmental organization and you do not have any history with OJP within 3 years, then you are required
to complete a Financial Capability Questionnaire and submit it to OJP before you can be approved for an award.

Confirmation of Dun & Bradstreet Data Universal Numbering System Number

All organizational grant applicants must have a Data Universal Numbering System (DUNS) number when applying for
Federal awards and cooperative agreements (initial or supplemental awards). For more information, see the White House
memo regarding the authority to collect a DUNS number.

m As an organization, you can obtain a DUNS number at no cost by calling the toll-free DUNS number request line at
1-866-705-5711.

m Individuals who apply for grant awards or cooperative agreements from the Federal Government are exempt from this
requirement.

Confirmation of Listing in Central Contractor Registration

Central Contractor Registration (CCR) is the primary registrant database for the U.S. Federal Government. It is where

organizations register if they want to do business with the Federal Government.

m Effective since 2009, all current and potential award recipients that apply for assistance from the Federal Government
through Grants.gov must register with CCR as well.

m The initial registration with CCR takes up to 3 days to become active. Registration with CCR requires a DUNS number.

m Once you have registered with CCR, you must update or renew your registration at least once per year to maintain an
active status.

m CCR collects, validates, stores, and disseminates data on organizations to help agencies in their acquisition missions,
including Federal agency contract and assistance awards.

m The term “assistance awards” includes grants, cooperative agreements, and other forms of Federal assistance.

Federal Debt (Office of Management and Budget Circular A-129)

Recipients of OJP awards will be held accountable for all debts owed to the Federal Government. A debt may be incurred as
a result of the following actions:

m Receiving an overpayment of Federal funds.
m Audit disallowances.
m Costs disallowed during monitoring reviews.

m Doing anything else that amounts to a breach of award.

Under the Debt Collection Improvement Act of 1996, if after written notification your grantee payments continue to be
delinquent, your debt will be referred to a collection agency or the Treasury for further action.

As required by the Federal Claims Collection Standards and Office of Management and Budget (OMB) Circular A-129,
OJP or the awarding agency will apply interest, penalties, and administrative costs to a delinquent debt owed by a debtor or
award recipient.

Financial Analysis

OJP will complete a financial review of your application to ensure that you are financially capable and have the financial
integrity to administer Federal funds. As part of this review, OJP will take all of the following steps:

OCFO 2011 Financial Guide 8
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m Perform a cost analysis of your project.

» +OJP will obtain cost breakdowns, verify cost data, evaluate specific elements of cost, and examine data to determine
the necessity, reasonableness, allowability, allocability, and appropriateness of your proposed cost.

m Review your current indirect cost rates approved by DOJ or rates approved by other Federal agencies.

» If you do not have an approved rate, you must submit an indirect cost proposal to your cognizant Federal agency.

m Determine the adequacy of your accounting system and operations to ensure that Federal funds, if awarded, will be
expended in a reasonable manner.

» If you are a nongovernmental organization and you have not received an award from OJP in the past 3 years, then you
are required to complete a Financial Capability Questionnaire and submit it to OJP before you can be approved for an
award.

m Review your credit reports, the status of any Federal debt that you may have to ensure you are not delinquent, and other
prescreening information, including checking the Excluded Parties List System to ensure you or your organization is not
suspended or debarred from receiving Federal funds.

Certifications

OJP requires most award applicants to verify certain conditions and behaviors before it will recommend the applicant

for award. In order to comply with the certification requirements provided in the common rules for lobbying, drug-free
workplaces, and suspension and debarment, applicants must complete and submit OJP Form 4061/6 entitled “Certifications
Regarding Lobbying; Debarment, Suspension and Other Responsibility Matters; and Drug-Free Workplace Requirements.”

Debarment and Suspension Certification

Suspension and debarment are terms used to describe a federal agency’s decision to limit or prohibit and individual or
organization from receiving federal funds, usually due to that individual’s or organization’s commission of certain criminal
offenses or misuse of federal funds. Such procedures help the Federal government to conduct business only with responsible
persons.

m This certification must be completed and submitted to OJP’s program offices during the application review process.

m The Government-wide common rule for debarment and suspension, codified in Title 28 CER Part 67, (DOJ specific

provisions), and in Title 2 CFR Part 180 (government-wide provisions), sets out the guidance that Federal agencies use
to implement debarment and suspension procedures.

m Debarment or suspension ofa participant in a program by one agency has a Government-wide effect.

m Debarment and suspension guidelines help the Federal Government to adhere to its policy of only conducting business
with responsible persons.

Responsibilities for prospective block/formula recipients:
m If you are applying for this type of award, then you are not required to submit this certification.

m However, you are responsible for monitoring subrecipient submissions of the OJP Form 4061/1, “Certification Regarding
Debarment, Suspension, Ineligibility and Voluntary Exclusion—Lower Tier Covered Transactions (Sub-Recipient),” and
for maintaining these submissions at the State level.

Responsibilities for individuals or corporations with critical influence or high levels of control over the prospective
award:

m If you fall into this category, then you must complete OJP Form 4061/1 (or a similar form).
m You will be responsible for monitoring the submission and maintaining the official subrecipient certifications.

m Subcontractors are not required to complete certification if their subaward is less than $100,000.
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Drug-Free Workplace Certification

All applicants must meet the requirements in Title 28 CFR Part 83 in order to receive Federal funds. Title 28 CFR Part 83
implements the statutory requirements of the Drug-Free Workplace Act of 1988.

If you are applying for a Federal award, then you must certify that you will maintain a drug-free workplace. If you make a
false certification, then you could be suspended, terminated, debarred, or prosecuted. All applicants are required to certify,
regardless of award amount.

Additional requirements:

m Direct recipients of Federal discretionary awards must certify that they will comply with the Drug-Free Workplace Act
of 1988.

m For State agencies that administer block/formula awards:

» The State agency must submit this certification to verify it meets the requirements of the Drug-Free Workplace Act of
1988.

» In addition, the State agency must obtain certification from each subrecipient that is also a State agency. If the
subrecipient is not a State agency, it is not required to submit the certification.

m Applicants with more than one prospective award:
» A certification is required for each award.

» However, there is one exception: A State and/or State agency may submit a single annual certification to each
awarding agency rather than one for each award.

There is a certification for individuals and one for organizations:

m If you are an individual, you must certify that you will not engage in the unlawful manufacture, distribution,
dispensation, possession, or use of a controlled substance in conducting any activity with the award.

m If you are an organization, you must certify you will provide a drug-free workplace by doing the following things:

» Publish a statement notifying employees that the unlawful manufacture, distribution, dispensing, possession, or use of
a controlled substance is prohibited in your workplace and specifying the actions that will be taken against employees
for violation of such prohibition.

» Establish a drug-free awareness program to make employees aware of:
The dangers of drug abuse in the workplace;
Your policy of maintaining a drug-free workplace;
Any available drug counseling, rehabilitation, and employee assistance programs; and
The penalties that may be imposed upon employees for drug abuse violations occurring in the workplace.

» Require that each employee engaged in the performance of the award be given a copy of the employer’s statement
about drugs in the workplace.

» Notify the employee that, as a condition of employment under the award, he or she must:
Abide by the terms of the statement; and

Notify the employer of any criminal drug statute conviction for a violation occurring in the workplace not later than
5 days after such conviction.

» Notify the awarding agency within 10 days after receiving notice from an employee or otherwise receiving actual
notice of such conviction.
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» Take one of the following actions, within 30 days of receiving notice, with respect to any employee who is so
convicted:

Take appropriate personnel action against such an employee, up to and including termination; or

Require the employee to participate satisfactorily in a drug abuse assistance or rehabilitation program approved for
such purposes by a Federal, State, or local health, law enforcement, or other appropriate agency.
Lobbying Certification

You must complete this certification before OJP will recommend you for an award. You can find guidance on lobbying
certification and restrictions in Title 28 CFR Part 69. These restrictions on lobbying apply to all recipients and

subrecipients. This requirement is only for awards made exceeding $100,000, as described in detail below.

There are additional restrictions on lobbying included in the following:

m 18 United States Code (U.S.C.) 1913

m Interim Financial Guidance for New Restrictions on Lobbying

m Lobbying Disclosure Act of 1995

In addition to the restrictions above, you are required to adhere to restrictions on lobbying included in 31 U.S.C. 1352.
These restrictions include the following:

m If you have a Federal award, cooperative agreement, or contract, you cannot use Federal funds to pay a person for
influencing or attempting to influence an officer or employee of any agency, a member of Congress, an officer or employee
of Congress, or an employee of a member of Congress in connection with any of the following covered Federal actions:

» The awarding of any Federal contract;
» The making of any Federal grant;
» The entering into of any cooperative agreement;

» The extension, continuation, renewal, amendment, or modification of any Federal contract, grant, or cooperative
agreement.

m If you have an initial Federal award, contract, or cooperative agreement of more than $100,000, you must submit a
Lobbying Certification to OJP or the awarding agency to attest that:

» You have not made and will not make any payment for a lobbying activity;

» If you have used or will use non-Federal funds to pay anyone for lobbying activities, then you will submit a Disclosure

of Lobbying Activities form;

» The information from this certification will be included in your award documents for all subawards at all tiers
(including subcontracts, subawards and contracts under awards, and cooperative agreements), and all of your
subrecipients must provide certification and disclosure;

» You will submit the disclosure form to OJP or the awarding agency;

» You or your subrecipient is responsible for reporting lobbying activities of your/its employees if the employee’s tenure
is less than 130 working days within 1 year immediately preceding the date of your or your subrecipient’s application
or proposal submission; and

» If you are a subrecipient who requests or receives Federal funds exceeding $100,000 you will submit a certification and
a disclosure form to your awarding agency.

All certifications will be maintained by the awarding agency and all disclosure forms will be forwarded from tier to tier until

received by OJP.
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The disclosure form must contain the following information:
m Name and address of reporting entity;

m Federal program name;

m Federal award number;

m Federal award amount;

m Name and address of lobbying registrant.

If an event occurs that requires disclosure or materially affects the accuracy of the information contained in any disclosure
form previously filed, then you must file a disclosure form at the end of each quarter. We provide examples of such events
below:

m A cumulative increase of $25,000 or more in the amount paid or expected to be paid for influencing or attempting to
influence a covered Federal action.

m A change in the person(s) or individual(s) influencing or attempting to influence a covered Federal action.

m A change in the officer(s), employee(s), or member(s) contacted to influence or attempt to influence a covered Federal action.

Penalties and enforcement of lobbying restrictions will be as follows:

m If you make an expenditure prohibited by the new restrictions on lobbying you will be subject to a civil penalty of
$10,000 to $100,000 for each expenditure.

m If you fail to file or amend the disclosure form as required, you will be subject to a civil penalty of $10,000 to $100,000
for each such failure.

See Chapter 18: Unallowable Costs for cost restrictions relating to lobbying.

Seat Belt Use by Government Contractors, Subcontractors, and Grantees

If you are a Federal Government contractor, subcontractor, award recipient, or subrecipient, you are encouraged to enforce
policies that require employees, contractors, or subrecipients to wear seat belts when driving company-owned, rented, or
personal vehicles while they are on the job. For the Federal policy on seat belt use, refer to the Highway Safety Act.

Text Messaging While Driving by Government Contractors, Subcontractors, Award
Recipients, and Subrecipients

If you are a Federal Government contractor, subcontractor, award recipient, or subrecipient, you are encouraged to enforce
policies that ban text messaging while driving company-owned, rented, or Government-owned vehicles; while driving
privately owned vehicles when on official Government business; or when performing any work for or on behalf of the

Government. For more on this topic, see the Federal policy on reducing text messaging while driving,

Tribal Eligibility—Government Discount Airfare

If you are a tribal organization carrying out a contract, grant, or cooperative agreement, you are eligible to have access to
Federal sources of supply, including lodging providers, airlines, and other transportation providers.

Section 201(a) of the Federal Property and Administrative Services Act of 1949, 40 U.S.C. 481(a), indicates that employees
of tribal organizations are eligible to have access to sources of supply on the same basis as employees of an executive agency
if a request is made by the tribal organization.
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Award Notification and Acceptance Procedures

Your application has gone through the review process and you have just been approved for an award. The next step in this
process is award notification. Here are the details:

m The Office of Justice Programs (OJP) sends award notifications by email through the Grants Management System
(GMS) to the individuals listed in your application as the point of contact and the authorizing official.

m GMS automatically issues the notifications after 12:01 a.m. eastern time on the award date.

m The email notification includes detailed instructions on how to access and view the award documents and how to accept
the award in GMS.

The award document serves as the official document binding the recipient and OJP to the grant agreement. A sample award
document is included in Appendix I. It includes the name of recipient, project title, award period, budget period, type of
Federal funds (awards and cooperative agreements), amount of Federal funds, award number, and special conditions that
must be met during the award period.

[V] ACTION ITEM

You have 45 days from the award date to accept the award document or the award may be
terminated. The Office of Community Oriented Policing Services (COPS) awards have a 90-day
acceptance time frame.

To accept the award, you must log into GMS and designate a Financial Point of Contact (FPOC).
You can find instructions for designating a FPOC in the GMS User Guide.

Here are some important points about the FPOC:
m He or she will be responsible for the financial administration of the award.

m He or she may be the same as the Principal Point of Contact (PPOC). Alternatively, the FPOC may be one or more
separate individuals designated by the recipient.

m The designation of the FPOC must be completed in GMS before the award acceptance documents can be printed.

Once the FPOC has been designated, recipients should:
m Print and read the award document carefully.

m Have the award document signed and dated by the authorized recipient official designated in the application to indicate
full acceptance of all terms and conditions. The name of this person is preprinted on the award document. An electronic
signature will not be accepted.

m The authorized recipient official should also initial the bottom right corner of each page of the special conditions to
signify agreement.

(@ FINANCIAL MANAGEMENT TIP

* If the name of the person accepting the award is not the name preprinted on the award
document, then the recipient must submit a Grant Adjustment Notice (GAN) to explain
the reason for the change. Submission of the GAN is done through the GMS. The award
acceptance document will be rejected if it is signed by anyone other than the authorizing
recipient official named on the award document unless a GAN has been approved.

* |f the signature on the award document is not legible enough for OJP to tell that the signature
is that of the authorized recipient official, it will delay final award document acceptance, and
may even cause rejection of the award document.
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Do not make any changes to the award document! Doing so will make it null and void.

The signed award document and the special conditions should be submitted to the Office of the Chief Financial Officer
(OCFO) Control Desk using any of the following methods:

m Email to acceptance@usdoj.cov

m Toll-free fax to 866-388-3055

m Local fax (Washington, DC) to 202-354-4081
m Alternate fax to 202-353-8475

[] ACTION ITEM

Select only one of these submission options to avoid duplicate submissions. The original signed
award document should be retained by the award recipient in its official award file.

If you decide not to accept the award, please contact your program manager to discuss any changes that need to be made.
No Federal funds will be disbursed to a recipient until OJP has received the signed award document indicating acceptance
of the award and all special conditions.

(@ FINANCIAL MANAGEMENT TIP

By signing the award acceptance document, the recipient confirms that the project director is an
employee of the recipient’s organization.

You may direct questions concerning award notification and/or acceptance to OCFO Customer Service.

Special Conditions

Special conditions are terms and conditions that are included with your award. Special conditions may include additional

requirements covering areas such as programmatic and financial reporting, prohibited uses of Federal funds, consultant

rates, changes in key personnel, and proper disposition of program income.

Some special conditions may be based on the program or the nature of the award itself. Regardless of the program office or
the award, there are several special conditions that you will have with any OJP award. These conditions include but are not
limited to the following:

Compliance with this Financial Guide

Submission of an Equal Employment Opportunity Plan if required
Compliance with audit requirements

Compliance with the Anti-Lobbying Act

Compliance with the False Claims Act or committing fraud with grant funds
Compliance with Recovery Act requirements, if applicable

Compliance with FEATA requirements

(@ FINANCIAL MANAGEMENT TIP

Failure to comply with special conditions will result in withholding of funds.
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The recipient, upon accepting the award, also agrees to complete and keep on file, as appropriate, the U.S. Citizenship and
Immigration Services' Employment Eligibility Verification Form I-9. This form is to be used by recipients of Federal funds
to verify that persons are eligible to work in the United States.

Specific types of recipients and program awards have their own special conditions, as described below.

Commercial or For-Profit Organizations
If you are a commercial or for-profit organization, you have additional special conditions on your award. You must agree to:
m Not make a profit on the award and not charge a management fee for the performance of the award.

m Comply with Federal Acquisition Regulation (FAR) cost principles.

Information Technology Awards

If you have received an information technology (IT) award, you must agree to send written notification to the State I'T
Point of Contact regarding any I'T project that is being funded by this award. Here are the details of this condition:

m This correspondence should include a brief description of the project.
m A copy of the correspondence should be sent to the grant manager.

m Once the copy has been received, the grant manager will remove this condition and inform the recipient that he or she
has done so.

m If there is no State I'T Point of Contact, the recipient agrees to submit a letter to the grant manager stating that this
condition is not applicable for that reason.

m The intent of this condition is to facilitate information system communication.
m This condition does not require that the State I'T Point of Contact concur with or approve the I'T project.

m For alist of State I'T Points of Contact, go to Justice Information Sharing State and Territory Points of Contact.

Cooperative Agreements—Reporting on Events

If you have received a cooperative agreement award and you hold or sponsor a conference, meeting, retreat, seminar,
symposium, training activity, or similar event funded under the cooperative agreement, and the total cost of any one event
exceeds $20,000 in award funds, you must submit a report through the GMS Event Planning and Reporting Link within
45 days after the end of the event. You will need the following information in order to submit each report:

m Name of event

m Event dates

m Location of event

m Number of Federal attendees

m Number of non-Federal attendees

m Cost of event space, including rooms for breakout sessions
m Cost of audiovisual services

m Other equipment costs (e.g., computer fees, telephone fees, etc.)
m Cost of printing and distribution

m Cost of meals provided during the event

m Cost of refreshments provided during the event

m Cost of event planner

m Cost of event facilitators

m Any other costs associated with the event
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Additionally, you must itemize and report the following costs, which are paid for or reimbursed with cooperative agreement
funds, for any attendee (including participants, presenters, and speakers):

m Meals and incidental expenses portion of per diem

Lodging
m Transportation to/from event location (e.g., common carrier, privately owned vehicle [POV])

m Local transportation (e.g., rental car, POV) at event location

Lodging

(@ FINANCIAL MANAGEMENT TIP

ltems paid for with registration fees, or other non-award funding, do not need to be reported.

State Block or Formula Subawards

If you have received a block or formula subaward from your State, your project must be operational within a specified time
frame or face the possibility of it being cancelled. The State is required to pass on to you the following conditions:

m If a project is not operational within 60 days of the original start date of the award period, the State requires you to send
a letter explaining the steps taken to initiate the project, the reasons for the delay, and the expected revised start date.

m If a project is not operational within 90 days of the original start date of the award period, the State will require from you
a second letter explaining the implementation delay.

» Upon receipt of the 90-day letter, the State may cancel the project and request OJP approval to redistribute the funds
to other project areas.

» The State may also, under extenuating circumstances, extend the implementation date of the project past the 90-day

period.

» When this occurs, a note must be added to the appropriate subaward files explaining the extension.

[v] ACTION ITEM

States should evaluate all special conditions of their direct award and document whether each
special condition will be passed to its subrecipients. If a special condition is not passed to the
subrecipient, the State should document why it made this decision.

Federal Obligation Process

When you are approved for an award, the Federal agency that is granting you the award will reserve (set aside) the amount
of the money that they are giving you and record it in their books. Any funds or monies that are set-aside funds are reserved
against the award until you and the subrecipient spend all of these funds.

If the funds are not used within statutory or other time limits, the funds that were set aside will revert back to OJP or the
awarding agency through de-obligation of the unused balance.

Funding process:
m On the award date, you are notified of award approval and obligation, as described previously.

m Once you accept the award, in order for you to receive payment of funds obligated in OJP’s accounting system, you must
be in compliance with the special conditions listed in the award document. You also must be in compliance with all
reporting requirements.
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m All recipients are required to submit the SF-425 (also known as the Federal Financial Report or FFR) for each award on
a quartetly basis for the life of the grant. A copy of the FFR is located in Appendix II.

m For discretionary awards, performance and progress reports are also required on a semiannual basis.

m Funds will not be disbursed if reports are delinquent.

(@ FINANCIAL MANAGEMENT TIP

If the award date is after the start date of the award, the first FFR submitted to OJP should cover
the time period from the actual award date to the end of the calendar quarter in which the award
was made.

Automated Clearinghouse Enrollment

Before you can start drawing down and spending your money, you must complete and submit an Automated Clearinghouse
(ACH) form. This form will have your banking information on it, which enables your award funds to be electronically
transferred into your bank account.

[] ACTION ITEM

The completed ACH form you are required to submit must have the original signature of the
authorized official of your financial institution. You can find the ACH form at OJP Standard Forms
and Instructions, along with instructions on where to submit the original, signed document.

The U.S. Department of the Treasury uses the ACH information to transmit payment data using electronic funds transfer

to the recipient’s designated financial institution. Payments cannot be made without a current, valid, and complete ACH
form on file.

Chapter 6 of this Guide provides additional information on payments and the Grants Payment Request System (GPRS).

(@ FINANCIAL MANAGEMENT TIP

If you have an active award, you do not have to submit a new ACH form for each new award.

However, if you would like to revise your current banking information, a new ACH form must be
submitted.
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Accounting System

All recipients and subrecipients are required to establish and maintain adequate accounting systems and financial records

and to accurately account for funds awarded to them. As a recipient, you must have a financial management system in

place that is able to record and report on the receipt, obligation, and expenditure of grant funds. You should keep detailed

accounting records and documentation to track all of the following information:

Federal funds awarded

Federal funds drawn down

Matching funds of State, local, and private organizations, when applicable
Program income

Subawards (amount, purpose, award conditions, and current status)
Contracts expensed against the award

Expenditures

Please consult Title 28 CFR Part 66 and Title 28 CFR Part 70 for more information.

What Is An Adequate Accounting System?

An adequate accounting system can be used to generate reports required by award and Federal regulations. Your system
must support all of the following:

» Financial reporting that is accurate, current, complete, and compliant with all financial reporting requirements of your
award or subaward

» If you are a recipient, establishment of reasonable procedures to ensure the receipt of reports on subrecipients’ cash
balances and cash disbursements in sufficient time to enable them to prepare complete and accurate cash transactions
reports to the awarding agency

» Accounting systems should be able to account for award funds separately (no commingling of funds).

An adequate accounting system allows you to maintain documentation to support all receipts and expenditures and

obligations of Federal funds.

An adequate accounting system collects and reports financial data for planning, controlling, measuring, and evaluating
direct and indirect costs. Your system should help you capture all relevant expenses to make sure that you obtain approval
from your cognizant Federal agency for all indirect costs.

Your system should have all of the following capabilities:

» Internal control. Your system should allow you to exercise effective control and accountability for all grant and
subgrant cash, real and personal property, and other assets. As a recipient or subrecipient, you must adequately
safeguard all such property and assure that it is used solely for authorized purposes. Please consult these resources for
additional information.

» Budget control. Your system should let you compare actual expenditures or outlays with budgeted amounts for
each award and subaward. It also must relate financial information to performance or productivity data, including
the development of unit cost information whenever appropriate or specifically required in the award or subaward
agreement.

» Allowable cost. Your system should support you in making sure that you follow applicable Office of Management and
Budget cost principles, agency program regulations, and the terms of grant and subgrant agreements in determining
the reasonableness, allowability, and allocability of costs.
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» Source documentation. Y Your system should require you to support accounting records with source documentation
(e.g., cancelled checks, paid bills, payrolls, time and attendance records, and contract and subgrant award documents).

» Cash management. An adequate system will require you to follow procedures for minimizing the time between
the transfer of funds from the U.S. Department of the Treasury and disbursement by recipients and subrecipients
whenever advance payment procedures are used. Also, when advances are made by electronic funds transfer, or EFT,
methods, your system should help you as the recipient to make draw downs as close as possible to the time of making
disbursements.

» Subrecipient monitoring support. Your system should involve monitoring of cash draw downs by subrecipients to
assure that they conform substantially to the same standards of timing and amount as apply to advances to you as the
direct recipient.

m An adequate accounting system for a recipient must be able to accommodate a fund and account structure to separately
track receipts, expenditures, assets, and liabilities for awards, programs, and subrecipients.

The adequacy of your financial management system may be reviewed as part of the application process or at any time
subsequent to the award.

Block and Formula Awards

To properly account for block and formula awards, the State should establish and maintain program accounts which will
enable separate identification and accounting for:

m Block and formula grant funds expended through subrecipients

m Formula funds utilized to develop a State plan and to pay that portion of expenditures necessary for administration

Discretionary Awards

To properly account for discretionary awards, all recipients should establish and maintain program accounts which will
separately identify and account for:

m Receipt and disposition of all funds (including program income)
m Funds applied to each budget category included within the approved award
m Expenditures governed by any special and general provisions

m Non-Federal matching contribution, if required

The American Recovery and Reinvestment Act Awards
m All recipients must track, account for, and report on American Recovery and Reinvestment Act of 2009 (Recovery Act)
award funds separately from all other funds (including funds from other U.S. Department of Justice awards).

m Recovery Act funds may be used with other non-Recovery Act funding sources to assist in the completion of the same or
similar projects, but tracking and reporting of Recovery Act funds must be separate.

m If a position is funded partially with Recovery Act funds, then Recovery Act-funded hours must be tracked separately.

m Additional details on the management of Recovery Act awards can be found in Chapter 25: The American Recovery and
Reinvestment Act of 2009 of this Guide.

@ FINANCIAL MANAGEMENT TIP

Recommendations for separately tracking and reporting on Recovery Act awards: 1) At a
minimum, use a spreadsheet to track each Recovery Act award; 2) Automated systems must
have codes or accounts specific to Recovery Act-funded programs and identify all Recovery Act
transactions with the new codes (e.g., ARRA-BJA, ARRA-OVW-STOP, ARRA-COPS).
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Total Cost Budgeting and Accounting

To ensure adequate fiscal administration, accounting, and auditability of all Federal funds received, your records should be
established using the Federal agency “total program cost” basis. This includes all of the following types of funding sources:

m Federal funds

m State funds

m Match

m Program income

m Any other funds received for the program

You should submit budgets based upon the total estimated costs for the project including all funding sources. List
anticipated expenditures according to the funding source from which they will be paid. The example below displays
one sheet of a sample budget; additional back-up pages will further break out personnel and other costs, as well as the

anticipated source(s) for match and program income.

Sample Budget
Expenditure ZLcnsjtescted Project Federal Award 15% Match Program Income Balance
Personnel/Direct $69,732 $59,272 $10,490 — $(30)
Labor
Fringe @ 33% $23,012 $19,560 $3,462 = $(10)
Actual
Subtotal $92,744 $78,832 $13,952 — $(40)
Travel $4,620 $4,620 — — =
Equipment — — — — —
Office Supplies $720 $220 $500 — —
Contractual $4,000 $4,000 — — —
Other $2,618 $2,037 — — $581
Training Supplies $2,250 $1,200 $500 — $550
Registration Fees | — — — $1,200 $(1,200)
Indirect @ 10% $10,695 $9,091 $1,495 — $109
Actual
Total Revenue/ $117,647 $100,000 $16,447 $1,200 —
Expense

Commingling of Funds

Although Federal regulations do not require physical segregation of cash deposits, the accounting systems of all recipients
and subrecipients must ensure that agency funds are not commingled with funds from other Federal agencies.

m You must account for each award separately.

m Recipients and subrecipients are prohibited from commingling funds on either a program-by-program or project-by-
project basis.

m Funds specifically budgeted and/or received for one project may not be used to support another.
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m If your automated general ledger accounting system cannot comply with this requirement, you should establish a system
to adequately track funds according to budget category.

@ FINANCIAL MANAGEMENT TIP

Some programs, such as the Justice Assistance Grant program, require the deposit of funds into
a trust fund. In addition, sometimes a high-risk designation will require a recipient to segregate
awards into separate bank accounts.

Example

How a recipient can avoid commingling funds:

A recipient with three awards has a bank account with a balance of $50,000. The subsidiary accounting ledgers for the cash
account clearly show how much cash is available for each award: for cash award 1, $15,000; for cash award 2, $30,068; and
for cash award 3, $ 2,880.

Sample Ledger | Award 1 | Award 2 | Award 3

Grant Revenue $23,500.00 $50,000.00 $10,800.00
Program Income $1,169.00 0.00 0.00
In-Kind 0.00 0.00 0.00

Total Revenue $24,669.00 $50,000.00 $10,800.00
Personnel/Direct Labor $4,750.00 $10,600.00 $1,950.00
Fringe @ 33% Actual $1,567.50 $3,498.00 $643.50
Subtotal $6,317.50 $14,098.00 $2,593.50
Travel 0.00 $45.00 0.00
Equipment 0.00 $3,610.00 $4,606.50
Supplies $2,042.50 $263.80 0.00
Contractual 0.00 0.00 0.00

Other $430.00 $103.20 0.00
Indirect @ 10% Actual $879.00 $1,812.00 $720.00
Total Expense $9,669.00 $19,932.00 $7,920.00
Revenue Balance $15,000.00 $30,068.00 $2,880.00

If your accounting system does not make it possible to identify funds and expenditures with a particular program (with the
identification supported by source documentation), a site visit or an audit of that program may be conducted and may result
in those costs being questioned or disallowed.

Example

How a recipient can make sure that funds and expenditures are clearly identifiable with specific programs within the
accounting system:

A recipient has three active awards and four staff members who charge a portion of their time to all three awards. One
expense account with payroll costs for all four staff members is not sufficient for purposes of accounting for each award.
Each staff member must complete time and attendance records which clearly show the time each spent on each award by
name or code; the recipient maintains these time and attendance records and uses them to distribute actual payroll costs to
each award.
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Recipient and Subrecipient Accounting Responsibilities
Direct recipients must have established, written policies on subrecipient monitoring.

Reviewing Financial Operations

m Direct recipients should be familiar with, and periodically monitor, their subrecipients financial operations, records,
systems, and procedures.

m As a recipient, you should direct particular attention to the subrecipient’s maintenance of current financial data.

m DPlease refer to Chapter 19 for additional information about subrecipient monitoring.

Recording Financial Activities
m The recipient should record in its books in summary form the subrecipient’s award or contract obligation, as well as cash
advances and other financial activities.

m The recipient should record on its books the expenditures of its subrecipients, Alternatively the subrecipient may file
report forms for tracking of its financial activities.

m Non-Federal contributions applied to programs or projects by subrecipients should likewise be recorded, as should any

program income resulting from program operations.

Budgeting and Budget Review

m The recipient should ensure that each subrecipient prepares an adequate budget on which its award commitment will be

based.
m The detail of each project budget should be kept on file by the recipient.
Accounting for Non-Federal Contributions

m Non-Federal contributions may include in-kind services (donated services such as volunteered time) or cash.

m Recipients should ensure that the requirements, limitations, and regulations pertinent to non-Federal contributions are

applied.

Ensuring that Subrecipients Meet Audit Requirements

m Recipients must ensure that subrecipients have met the necessary audit requirements contained in this Guide (see

Chapter 24).
Reporting Irregularities

m Recipients and their subrecipients are responsible for promptly notifying the awarding agency and the Federal cognizant
audit agency of any illegal acts, irregularities, and/or proposed or actual actions.

m Illegal acts and irregularities include conflicts of interest, falsification of records or reports, and misappropriation of funds
or other assets.

m DPlease notify the appropriate OJP Bureau or Program Office of any irregularities that occur.

Avoiding Business with Debarred and Suspended Organizations

m Recipients and subrecipients must not award or permit any award at any level to any party which is debarred or
suspended from participation in Federal assistance programs.

m For details regarding debarment procedures, see Title 28 CER Part 67, “Government-wide Debarment and Suspension.”
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Bonding

m The awarding agency may require adequate fidelity bond coverage where a recipient lacks sufficient coverage to protect
the Federal Government interest (see Title 2 CER Part 215, Subpart C, paragraph 21(c)).

Minority-Owned Banks

Consistent with the national goal of expanding the opportunities for women-owned and minority-owned business
enterprises, recipients shall be encouraged to use women-owned and minority-owned banks (a bank which is owned at least
50 percent by women or minority group members). For more information see Title 2 CFR Part 215.22 ().

A list of minority-owned banks may be obtained from the following agency:

Minority Business Development Agency
U.S. Department of Commerce
Washington, DC 20230

Supplanting

Federal funds must be used to supplement existing State and local funds for program activities and must not supplant those
funds that have been appropriated for the same purpose.

m Supplanting will be reviewed during the application process, post-award monitoring, and audit.

m If reviewers think that supplanting may have occurred, then the applicant or recipient will be required to supply
documentation demonstrating that the reduction in non-Federal resources occurred for reasons other than the receipt or
expected receipt of Federal funds.

m For certain programs, a written certification may be requested by the awarding agency or recipient agency stating that
Federal funds will not be used to supplant State or local funds.

Example

To help clarify the difference between supplementing and supplanting, we provide the following example:

State funds are appropriated to hire 50 new police officers, and Federal funds are awarded for hiring 60 new police officers.
At the end of the year, the State has hired 60 new police officers, and the Federal funds have been exhausted. The State

has not used its funds towards hiring new officers, but instead reduced its appropriation for that purpose and assigned or
appropriated the funds to another purpose. In this case, the State has supplanted its appropriation with the Federal funds.
If supplanting had not occurred, 110 new officers would have been hired using Federal funds for 60 officers and State funds

for 50 officers.
[V] ACTION ITEM

Where the conduct of a program or one of its components is delegated to a subrecipient, the
direct recipient is responsible for all aspects of the program including proper accounting and
financial recordkeeping by the subrecipient. The recipient is responsible for the accounting of
receipts and expenditures, cash management, maintenance of adequate financial records, and
refunding of expenditures disallowed by audits.
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Using the Grant Payment Request System

Frequently Asked Questions

What does it mean when we use the term “draw down”?

“Draw down” is the term used to describe the process when a recipient requests and receives money under an award
agreement.

> 0O

How does the money reach our organization?

Electronic funds transfer from the U.S. Department of the Treasury based on the information you provided on the
Automated Clearinghouse (ACH) form.

> 0o | > 0O

>O>‘O

How do | request payment for my organization’s award?

Through the Grant Payment Request System, or GPRS.

| tried to draw down funds but the system won’t let me?

We suggest that you follow up in one or more of the following ways:

¢ Check any error messages you may have received in GPRS. Sometimes minor data
entry errors are the cause of the error messages. Also, if you need to call Customer
Service, having the error messages will assist us in determining how to resolve your
issues.

» Check to see if all award special conditions, including high-risk special conditions, if
applicable, have been met. Many special conditions lead to the withholding of funds
until the conditions have been met and cleared with a Grant Adjustment Notice, or
GAN.

* Check to see that all Federal Financial Reports (FFRs) and Progress Reports have
been submitted. The system has automatic edits in place that will prevent you from
drawing your funds until all the required reports have been submitted.

 Call Customer Service.

What if | am not a Financial Point of Contact (FPOC) in the Grants Management Systen (GMS)? Can | still register for GPRS?
No. You must first register in GMS as an FPOC.

How do | register as an FPOC in the GMS?

Please go to the GMS website at hitps://grants.ojp.usdoj.gov/gmsexternal to register. Also visit Chapter 4: Conditions of
Award and Acceptance for additional information.

GPRS is the method for requesting payment of award funds. It is an online system that allows you to view your active

award balances and history of draw downs to date. You can access GPRS at https://grants.ojp.usdoj.gov/gprs. The GPRS

User Guide provides information on using GPRS.

Some benefits of the GPRS:

m Ability to view and print a transaction history for an award

m Summary of award information

m Award amount

m Hold amounts

m Last submission of Standard Form 425 (SF-425)

m Ability to cancel pending payment request

m Secure individual login
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The username and password used to access GPRS will vary based on the Federal organization that issued your award.

If your award was issued by the Office of Justice Programs (OJP) or the Office on Violence Against Women (OVW), only
user(s) within your organization that have been designated as the FPOC for the award in GMS may access GPRS.

m To log in and submit payment requests, the FPOC must first register in GPRS.
m To complete the GPRS registration, the FPOC will need their GMS username and password.
m Once the registration has been successfully submitted, the information will be verified against GMS.

m During this time, the FPOC will not be able to log into GPRS until receiving an email from GPRS approving his or her
access.

m After the FPOC receives the approval email, he or she may log into GPRS using his or her existing GMS username and
password.

If your award was issued by the Office of Community Oriented Policing Services (COPS) and you have received a
preregistration email from GPRS, then you may log in to GPRS using the username and temporary password provided
in the email. If you have not received a preregistration email, then the person(s) within your organization responsible for
payment requests must register in GPRS.

m To register in GPRS for COPS awards, you will need to enter the following:
» A unique username and response to a secret question
» Name and contact information
» Vendor number found on your COPS award document

m You must also indicate the awards to which you wish to have access for submitting payment requests.
Note: You will only be able to submit payment requests for the COPS awards selected.

m Once the registration has been successfully submitted, the user and award information will be verified by COPS.
During this time, you will not be able to log into GPRS until you receive an approval email from GPRS with your login
information. The approval email will also list the COPS awards to which you have been given access. If access was denied
to any award selected during registration, the rejection reason will be included in the GPRS email.

m After you receive the approval email, you may log into GPRS using the username and temporary password provided in

@ FINANCIAL MANAGEMENT TIP

Recipients with both OJP/OVW and COPS awards will be required to maintain two separate
accounts in GPRS.

the email.

If you have an OJP or OVW award and have questions on GPRS, please contact the OCFO Customer Service Center,

If you have an award through COPS and have questions on GPRS, please contact the COPS-U.S. Department of Justice
Response Center.
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Payment Transaction Timeline

Top Tips for the GPRS Process

1 | Make sure the award document has been signed and returned.

Be current on the required quarterly FFRs.

Make sure all special conditions affecting payment have been met.

Make sure a signed ACH Enrollment form has been submitted.
If registering with OJP/OVW, you must be the FPOC in GMS, and have your GMS login ID and password.

If registering with COPS, you must also have an OJP vendor number and input your award number(s).

Know if you are requesting an advance or reimbursement (advances must be spent within 10 days of receipt).

Double-check dates to avoid a duplicate request (the funding request cannot overlap dates used previously for draw downs).

© O N o a »~ 0N

Know the amount you are requesting.

[y
o

Pay attention to any error messages.

The GPRS process and timeline for payment transactions is as follows:

m Awardees access GPRS via the web to request payment of funds.

m Once you have made a request, GPRS checks several items, including but not limited to:
» Which funds are available to be drawn on the award;
» Whether all withholding special conditions have been met; and
» Whether all required reports have been filed.

m Once GPRS has approved the payment, the information is transmitted to the U.S. Department of the Treasury
(Treasury).

m Payment is electronically deposited into your organization’s bank account, typically within 72 hours.

The Debt Collection Improvement Act of 1996 states that all eligible recipients of Federal payments must receive funds
electronically. In addition to the payment, the bank also receives what is called an addendum record.

In order to properly close out our books at the end of each month, OJP does not process payment requests during the last 4
business days of each month.

(@ FINANCIAL MANAGEMENT TIPS

* Treasury will deposit payments into the bank account designated by your signed and filed
ACH form.
* Remember that your FFR and Progress Reports must be current in order to draw down funds.

[V] ACTION ITEMS

* Please contact your bank to arrange access to addendum records for your account.

* OJP strongly suggests that recipients make payment requests before the last 4 working days
of each month.

¢ At the end of the award period, draw down any remaining allowable expenses within 90 days!

OCFO 2011 Financial Guide 26



Postaward Requirements

PAYMENTS

Understanding the Withholding of Funds

Under certain circumstances, the recipient may not be able to access or draw down funds on an award. The awarding agency
may withhold funds from your organization if any of the following conditions exist:

m Program or project goals and timelines have not been met.
m You have drawn down cash in excess of immediate needs for disbursement.
m Award special conditions or guidelines have not been met.

m Program/financial monitoring or Office of the Inspector General or single audits reveal serious concerns regarding the
administration of the award, subawards, or contracts.

m FERs Progress Reports, and/or Audit Reports have not been submitted by the due date.
m You have not initiated closeout of the award within 90 days of the end of the project period.

m You have been designated as a DOJ high-risk grantee.

Drawing Only What is Needed

Your organization should request funds based upon immediate disbursement/ reimbursement requirements. Funds will
not be paid in a lump sum, but rather disbursed over time as project costs are incurred or anticipated (with the exception
of block grant programs such as the Byrne Justice Assistance Grant [ JAG] Program, Juvenile Accountability Block Grant
[JABG] Program, and State Criminal Alien Assistance Program [SCAAP] awards, which may be drawn or are paid out in

a lump sum).

You should time your draw down requests to ensure that Federal cash on hand is the minimum needed for disbursements/
reimbursements to be made immediately or within 10 days. If the funds are not spent or disbursed within 10 days, you
must return them to the awarding agency.

Fund requests from subrecipients create a continuing cash demand on award balances of the State. States should keep in
mind that idle funds in the hands of subrecipients will impair the goals of effective cash management.

You should develop written procedures for the management of funds to ensure that Federal cash on hand is kept at or near
zero. OCFO periodically conducts financial reviews to ensure that this requirement is met.

Managing Interest Earned

Both you and your subrecipients should minimize the time elapsing between receiving Federal funds and the disbursement
of those funds to pay for program expenses. Various laws and regulations affect how you should account for, use, and return
interest income earned on Federal funds to the Federal Government. How you should handle interest income is determined
by your:

m Organization structure (State, local, nonprofit, tribal, or for-profit)

m Award type

Please refer to the How to Manage Interest Income table at the end of this chapter to determine how your organization
should handle interest income.

Interest income on block grants such as JAG and JABG must be accounted for and reported as program income. See
Chapter 9: Program Income of this manual for more information. In general, interest income for all other awards must be
remitted to the U.S. Department of Health and Human Services.
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Understanding the Cash Management Improvement Act of 1990

The Cash Management Improvement Act of 1990 was an amendment to the Intergovernmental Cooperation Act of
1968, 31 United States Code (U.S.C.) 6503. Under the provision 31 U.S.C. 5(b) of Public Law 101-453, States are no

longer exempted from payment of interest to the Federal Government for drawing down funds prior to the need to pay off

obligations incurred. The provisions of 31 U.S.C. 6503(c)(1) require States to pay interest in the event that the State draws
down funds before the funds are needed to pay for program expenses.

Recipients and subrecipients that administer confidential funds may establish different procedures for administering
confidential funds to provide quick access to funds to meet the needs of the project. Written policies and procedures must
be in place to address confidential funds. Chapter 17: Confidential Funds defines and discusses confidential funds.

The Cash Management Improvement Act of 1990 and other laws will have different impacts on different kinds of award
recipients. The table in the How to Manage Interest Income section of this chapter provides information by specific type of

recipient organization: States, tribal government organizations, localities, and nonprofit organizations.
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How to Manage Interest Income

Award Type

State Entities

Regulatory Reference

How to Manage Interest
Income

Where to Send Interest Income

Including State Agencies, State Higher Education, State Hospitals, and State Instrumentalities

Improvement Act of

1990, an amendment to
the Intergovernmental
Cooperation Act of 1968, 31
U.S.C. 6503.

to the U.S. Department
of Health and Human
Services.

JAG Section 203 of the Account for and report as | Office of Justice Programs
JABG Intergovernmental program income. Office of the Chief Financial Officer
Cooperation Act of 1968 (Pub ATTN: Accounting Control Branch
fi
L. 90-577; 31 United States gjfp(fsre‘;mgram Washington, DC 20531
Code [U.S.C.] 6503(a)). '
Return unused interest
income.
All other Cash Management Return interest income U.S. Department of Health and Human Services

Division of Payment Management Services
P.O. Box 6021
Rockville, MD 20852

Tribal Govern

mental Organizations

All Sections 102, 103, and 104 of | Account for and report as | N/A
the Indian Self-Determination | program income.
Act and Education Act (Pub.
L. 93-638; U.S.C. 450(j)). Use for program
purposes.
Localities

Including Cities, Counties, Towns, Parishes, Police and Sheriffs’ Departments, and Special Districts Created by State Law

Improvement Act of

1990, an amendment to
the Intergovernmental
Cooperation Act of 1968,
31 U.S.C. 65083, under the
provision 31 U.S.C. 5(b) of
Public Law 101-453.

in excess of $100 per
Federal fiscal year to
the U.S. Department

of Health and Human
Services.

JAG Section 203 of the Account for and report as | Office of Justice Programs
JABG Intergovernmental program income. Office of the Chief Financial Officer
Cooperation Act of 1968 (Pub ATTN: Accounting Control Branch
fi
L. 90-577; 31 United States gjfp;’sre‘;mgram Washington, DC 20531
Code [U.S.C.] 6503(a)). ’
Return unused interest
income.
All other Cash Management Return interest income U.S. Department of Health and Human Services

Division of Payment Management Services
P.O. Box 6021
Rockville, MD 20852

Nonprofit Organizations

All

Return interest income
in excess of $250 per
Federal fiscal year to
the U.S. Department
of Health and Human
Services.

U.S. Department of Health and Human Services
Division of Payment Management Services

P.O. Box 6021

Rockville, MD 20852
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Availability of Awards

Office of Justice Programs (OJP) awards have different periods for the availability of funds and the performance of
the program. This information is stated on the award document. Please review your award document in detail and pay
particular attention to the program start and end dates.

Some block/formula awards administered by the Bureau of Justice Assistance (BJA) and the Office of Juvenile Justice and
Delinquency Prevention (OJJDP) are awarded for the Federal fiscal year of the appropriation plus two additional Federal
fiscal years, and some formula grants administered by the Office for Victims of Crime (OVC) are available for the fiscal
year of the award plus three additional fiscal years. Discretionary awards made by OJP offices and bureaus are awarded for a
specified time, and a particular award period is established for each award (usually 12 or 18 months). See the discussion of
no-cost extensions in the Criteria for Award Extension section for more information.

Obligation of Funds

An obligation is a program, contract, purchase order, or subaward to which your organization has committed. For example,
if you place an order for a piece of equipment to be purchased with award funds, the order is an obligation.

Obligations must occur during the project period stated on your award documents. An obligation occurs when funds are
committed, such as in a valid purchase order or requisition to cover the cost of purchasing an authorized item on or after
the begin date and up to the last day of the project period.

(@ FINANCIAL MANAGEMENT TIP

If you enter into a contract prior to the start of the project period, the entire cost of the contract
may not be an allowable expense.

Any funds not obligated by the recipient within the award period will lapse and revert to the awarding agency. The
obligation deadline is the last day of the grant award period unless otherwise stipulated. No additional obligations can
be incurred after the end of the award. For example, if the award period is October 1, 2009 to September 30, 2011, the
obligation deadline is September 30, 2011.

[V] ACTION ITEM

Expenditures paid after the end of the award period but before closure MUST have
documentation to demonstrate that the obligation was incurred BEFORE the end of the award
period. For example, an invoice paid 25 days after the end of the award period must have an
invoice date, purchase order date, or other documentation showing the dates services were
rendered prior to the end of the award period.

Recipients and subrecipients must complete performance during the obligation period. Performance as a result of a contract
under a block/formula award may be completed during the expenditure period not to exceed 90 days after the end date of
the award.

Expenditure of Funds
An expenditure is a payment or disbursement. The expenditure may be for the purchase of an asset, the reduction of a liability,

or a distribution to the owners. It may or may not be considered an expense. For instance, an expenditure to eliminate a liability
is not an expense, while expenditures for advertising, salaries, etc., will likely be recorded immediately as expenses.
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To illustrate the difference between an expenditure and an expense from an accounting perspective, we provide the following

example:

Example:

A recipient purchases a $50,000 police car with award funds. The cost of the car is an expenditure
of award funds, and all $50,000 is deducted from the available award funds for purposes of accounting
for the award fund balance. However, for purposes of an entity’s financial statements, the car will be

capitalized as an asset and depreciation expense will be charged over the life of the car.

Expenditure of funds must occur during the award liquidation period, which is no later than 90 days after the end date of
the award. If your award has been propetly obligated, you will have the full liquidation period for remaining expenditures.

Any funds not liquidated at the end of the 90-day period will revert to the awarding agency.

The liquidation period exists to allow projects time to receive ordered goods or services and make final payments. No new

expenditures or obligations may be made during the liquidation period.

Example of Obligation, Expenditure, and Liquidation Periods

Period

Obligation Period (Recipient’s Books)

| Example

Award period = 10/01/09-9/30/11
Award Date = 12/01/09 (Federal books)

Expenditure Period

10/01/09-12/29/11

Liquidation Period (90 days after end of award)

10/01/11-12/29/11 (90 days after end of award)

Award Period

{24 months)

L

Expenditure Pericd

1212911

100109

Award Date

Liquidatiomn
Period
(30 days}

@ FINANCIAL MANAGEMENT TIP

The Grant Payment Request System automatically freezes funds 90 days after the end of the

award!
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Criteria for Award Extension

Requests for a no-cost extension of an award period must be submitted through the Grants Management System (GMS).

Recipients are to use the Grant Adjustment Notice (GAN) module in GMS to request the extension.

Award recipients may request a no-cost extension by submitting a GAN at any time after
accepting the award, but no later than 30 days prior to the end of the award.

The recipient should act as soon as possible so that the appropriate signatures are received prior
to the end of the award period, allowing the program office sufficient time to process the GAN.

All awards (except for Victims Compensation and Assistance funds) may be awarded an extension of the obligation date

in response to a GAN request. The request for extension must state the need for the extension and indicate the additional

time required.

The criteria for extending the obligation or expenditure deadline for a project, program, or set of programs include the following:

All applicable Federal Financial Reports and Progress Reports must be on file and current.

All special conditions attached to the award must be satisfied, except for those conditions that must be fulfilled in the
remaining period of the award. This criterion also includes the performance and resolution of audits in a timely manner.

A narrative justification must be submitted with the project or program extension request. Complete details must be
provided, including the justification and the extraordinary circumstances which require the proposed extension. The
recipient must explain the effect a denial of the request will have on the project or program.

You should receive a response from us within 15 working days of receipt of the request.

To avoid the need to make a request to extend the obligation or expenditure deadline of a block/formula program, all
subawards should have been made at least six months prior to the end of the obligation deadline for the award.

[V] ACTION ITEM

Justice Assistance Grant (JAG) Program awards have new requirements for requesting no-cost
extensions. The recipient should contact the BJA grant manager for the additional requirements.

Project Extension Facts

The maximum extension allowable for any project period is generally 12 months.
Generally, requests for retroactive extension of project periods may not be considered.
Generally, only one extension per award will be permitted.

A request for an extension of the obligation period of a program or set of programs beyond 12 months must be justified
by extraordinary circumstances beyond the control of the recipient and subrecipient.

Extension of the expenditure deadline date is allowable for all awards (including the State Victim Assistance Grant
Program and State Victim Compensation Grant Program upon email notification that the submission of the request

through the GAN module in GMS was approved by the awarding agency.
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Match Requirements

Matching requirements vary across Office of Justice Programs (OJP) programs. Funds provided for a match must be used
to support a federally funded project and must be in addition to (and therefore supplement) funds that would otherwise
be made available for the stated program purpose. For example, in the case of Edward Byrne Memorial Justice Assistance
formula awards, the program area would be law enforcement. Match for a block/formula award program is to be provided
on a project-by-project basis, unless otherwise stated in the program guidelines.

Any departure from the program guidelines must receive prior written approval from OJP.

@ FINANCIAL MANAGEMENT TIP

Match is restricted to the same use of funds as allowed for the Federal funds. If it is not
allowable under the Federal award, it is not allowable as match.

Types of Match

Match is typically stated as a percentage of the total project costs for an award. For example, a 20 percent match on a
$100,000 project would be $20,000, where $80,000 is provided by the Federal Government and $20,000 is provided by the

recipient. There are two kinds of match:

m Cash match (hard) includes cash spent for project-related costs. An allowable cash match must include costs which are
allowable with Federal funds, except acquisition of land, when applicable.

m In-kind match (soft) includes, but is not limited to, the valuation of non-cash contributions.“In-kind” may be in the form
of services, supplies, real property, and equipment.

For example, if in-kind match is permitted by law (other than cash payments), then you can use the value of donated
services to comply with the match requirement. Also, third party in-kind contributions may count toward satisfying match
requirements, provided the recipient of the contributions expends them as allowable costs.

Documentation supporting the market value of in-kind match must be maintained in the award recipient files. Valuation of
in-kind match may take one of the following forms:

m Valuation of donated services.

» Volunteer services. Unpaid services provided to a grantee or subgrantee by individuals will be valued at rates
consistent with those ordinarily paid for similar work in the grantee’s or subgrantee’s organization. If the grantee or
subgrantee does not have employees performing similar work, the rates will be consistent with those ordinarily paid
by other employers for similar work in the same labor market. In either case, a reasonable amount for fringe benefits
may be included in the valuation.

» Employees of other organizations. When an employer other than a grantee, subgrantee, or cost-type contractor
furnishes free of charge the services of an employee in the employee’s normal line of work, the services will be valued
at the employee’s regular rate of pay exclusive of the employee’s fringe benefits and overhead costs. If the services are in
a different line of work, please review the Code of Federal Regulations link referenced below.

m Valuation of third party donated supplies and loaned equipment or space.

» If a third party donates supplies, the contribution will be valued at the market value of the supplies at the time of
donation.

» If a third party donates the use of equipment or space in a building but retains title, the contribution will be valued at
the fair rental rate of the equipment or space.
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m Valuation of third party donated equipment, buildings, and land.

» If a third party donates equipment, buildings, or land, and title passes to a grantee or subgrantee, the treatment of the
donated property will depend upon the purpose of the grant or subgrant, as follows:

Awards for capital expenditures. If the purpose of the grant or subgrant is to assist the grantee or subgrantee
in the acquisition of property, the market value of that property at the time of donation may be counted as cost
sharing or matching.

Other awards (1). If assisting in the acquisition of property is not the purpose of the grant or subgrant, and
approval is obtained from the awarding agency, the market value at the time of donation of the donated equipment
or buildings and the fair rental rate of the donated land may be counted as cost sharing or matching. In the case of
a subgrant, the terms of the grant agreement may require that the approval be obtained from the Federal agency as
well as the grantee. In all cases, the approval may be given only if a purchase of the equipment or rental of the land
would be approved as an allowable direct cost. If any part of the donated property was acquired with Federal funds,
only the non-federal share of the property may be counted as cost-sharing or matching.

Other awards (2). If assisting in the acquisition of property is not the purpose of the grant or subgrant, and
approval is not obtained from the awarding agency, no amount may be counted for donated land, and only
depreciation or use allowances may be counted for donated equipment and buildings. The depreciation or use
allowances for this property are not treated as third party in-kind contributions. Instead, they are treated as costs
incurred by the grantee or subgrantee. They are computed and allocated (usually as indirect costs) in accordance
with the cost principles specified in Title 28 CFR Part 66.22, in the same way as depreciation or use allowances
for purchased equipment and buildings. The amount of depreciation or use allowances for donated equipment and
buildings is based on the property’s market value at the time it was donated.

Please refer to Title 28 Code of Federal Regulations (CFR) §66.24 for more information about types of match and match
requirements.

Figure 8-1 explains how match calculation works.

Figure 8-1: How to Calculate Match

Step 1 ‘ Award Amount ‘ + | % of Federal Share ‘ = ‘ Total (Adjusted) Project Cost
Step 2 ‘ Total (Adjusted) Project Cost ‘ X | % of Recipient’s Share ‘ = ‘ Required Match

Match Requirement = 80/20 (Federal/Recipient)
Federal Award = $100,000

Step 1 $100,000 + | 80% Federal Share = | $125,000
Step 2 $125,000 X | 20% Recipient’s Share = | $25,000

Source and Type of Funds

Cash match (hard) may be applied from the following sources:

m Funds from States and local units of government that have a binding commitment of matching funds for programs or
projects (meaning the State or local unit of government has legally appropriated and obligated the funds to you).

m Housing and Community Development Act of 1974, 42 United States Code (U.S.C.) 5301, et seq. (subject to the
applicable policies and restrictions of the U.S. Department of Housing and Urban Development).

m Appalachian Regional Development Act of 1965, 40 U.S.C. 214.
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m Equitable Sharing Program, 21 U.S.C. §881(e) (current guidelines developed by the U.S. Department of Justice Asset
Forfeiture Office apply). Forfeited assets used as match from the Equitable Sharing Program would be adjudicated by a
Federal court.

m Program income funds earned from seized assets and forfeitures (adjudicated by a State court, as State law permits).
m Funds contributed from private sources.

m Program income generated from projects and the related interest earned on that program income, provided these projects
are identified and approved as part of the budget and award application.

m Funds appropriated by Congress for the activities of any agency of a tribal government or the Bureau of Indian Affairs for
performing law enforcement functions on tribal lands.

m Sources otherwise authorized by law.

Timing of Matching Contributions

Matching contributions do not need to be applied at the exact time or in proportion to the obligation of the Federal funds.
However, the full matching share must be obligated by the end of the award period.

(@ FINANCIAL MANAGEMENT TIP

Time-phased matching may be required as a special condition by the awarding agency on
awards to nongovernmental recipients.

Records for Match

You and your subrecipients must maintain records which clearly show the source, amount, and timing for all matched
contributions.

m In addition, if a program or project has included a match that exceeds the required matching portion within its approved
budget, you must include and maintain the records of those additional amounts as if they are a part of the regular match
amount.

m For all block/formula funds, the State has primary responsibility for subrecipient compliance with the requirements.

m For all discretionary funds, the recipient and the subrecipients or contractual recipient have shared (joint) responsibility
for ensuring compliance with all the requirements regarding matching shares, including proper reporting.

The most common error found during the final financial reconciliation and closeout of an award is
the failure to properly report matching funds. The full matching share provided (both cash and in-
kind) must be reported on the Federal Financial Report (FFR) submitted at the end of the award
period. If the matching share is not reported, OJP will assume the recipient did not meet the
required match and will initiate collection of a cash match from the recipient.
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Waiver of Match

m For American Indian or Alaskan Native tribes that perform law enforcement functions (as determined by the Secretary
of the Interior) for any program or project described in 42 U.S.C. §3752 of the Omnibus Crime Control and Safe Streets
Act of 1968, 42 U.S.C. Section 3750-3769 the Federal portion of grant awards shall be 100 percent of such cost.

m The Office of Juvenile Justice and Delinquency Prevention Administrator may increase the Federal share of your project
cost to the extent deemed necessary if

» You are part of an American Indian or Alaska Native tribe, and

» Your tribe does not have sufficient funds to meet the local share of the cost of any program or project award to be
funded under Title IT of the Juvenile Justice Act.

m An awarding agency, in its discretion, may waive any requirement for matching funds under $200,000 for ALL awards
made to American Samoa, Guam, U.S. Virgin Islands, and Northern Mariana Islands unless otherwise required by law

to be provided (48 U.S.C. Section 1469a).
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Introduction

Any income you make from your award is considered program income.
m You can use program income to advance your program objectives, or you can refund the income back to your awarding
agency.

m For most awards, the program income may only be used for allowable program costs and must be spent prior to draw
downs. The draw down restriction does not apply to Juvenile Accountability Block Grant (JABG) and Justice Assistance
Grant (JAG) awards.

(@ FINANCIAL MANAGEMENT TIP

If the cost is allowable under your program award, then it is allowable to apply program income
to that cost.

Accounting Processes for Program Income

If you have program income, it must be accounted for up to the same ratio of Federal participation as funded in your project
or program. For example:

m A discretionary award project funded with 100% Federal funds must account for and report on 100% of the total
program income earned. If the total program income earned was $20,000, the recipient must account for and report the

$20,000 as program income on the Federal Financial Report (FFR), SF-425.

m If a recipient was funded by block/formula funds at 75% Federal funds and 25% non-Federal funds, and the total
program income earned by the grant was $100,000, then $75,000 must be accounted for and reported by the recipient as
program income on the FFR.

m Unless otherwise stipulated in the award, any program income earned during the project period but not utilized for the
project must be refunded to the awarding agency.

[V] ACTION ITEM

Discretionary Awards

If there is any program income left over at the end of the award period, you should request a
no-cost extension. Such an extension gives you additional time to spend the program income for
purposes of the award. If your award is not subject to provisions that limit use of program income
earned after the funding period, then that program income can be used at your discretion.

Examples of Program Income

Sale of Property

In the case of real property purchased in part with Federal funds, the recipient and/or subrecipient may be permitted to
retain title upon paying the awarding agency for its fair share of the property. You must compute the Federal share of the
property by applying the percentage of Federal participation in the total cost of the project for which the property was
acquired to the current fair market value of the property. Be sure to contact your program manager prior to the disposal or
sale of any property purchased with Federal funds.

Royalties

You may keep all royalties received from copyrights or other works developed under projects or from patents and inventions,
unless the terms and conditions of the project provide otherwise, or a specific agreement governing such royalties has been
negotiated between the awarding agency and the recipient.
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Attorney’s Fees and Costs

If you receive income after completion of the project related to a court-ordered award of attorney’s fees or costs, it is
program income to the extent that it represents a reimbursement for attorney’s fees and costs originally paid under the
award. This type of program income is subject to the restrictions stated in the award.

Registration/Tuition Fees

These types of program income must be treated in accordance with the instructions stated in the project’s terms and
conditions.

Asset Seizures and Forfeitures

Program income from asset seizures and forfeitures is considered earned when the property has been adjudicated to the
benefit of the plaintiff (i.e., law enforcement entity). Income received from the sale of seized and forfeited assets (personal or
real property) or from seized and forfeited money must follow the “Addition Method” of handling program income unless
an alternate method is designated in the recipient’s award document. The following policies apply to program income from
asset seizures and forfeitures:

m Subrecipient program income, with the approval of the recipient, may be retained by the entity organization earning the
program income or used by the recipient for any purpose that furthers the objectives of the legislation under which the
award was made.

m States or local units of government may use program income funds from seized and forfeiture assets as match when assets are
given a ruling by a State court, in accordance with the State law. In addition, State and local units of government may use
cash received under the equitable sharing program for the non-Federal portion (match) of program costs, as provided for
in the guidelines established by the U.S. Department of Justice Asset Forfeiture Office, when the assets are judged by a
Federal court organization.

Interest Earned on JAG and JABG Funds

NIJ grantees may not use DNA Backlog Reduction Program grant funds to generate revenue for their lab or parent agency.
If your lab or parent agency receives any revenue for DNA testing and your agency has NIJ DNA Backlog Reduction

program awards, you must place the prorated amount of program income back into your award program.

Instructions on how to compute and report on this type of program income are available online at:

http://www.ojp.usdoj.gov/financialguide/PDFs/DNA_BacklogReductionGuide.pdf

An example of how to calculate program income from revenues generated is available online at:
http://www.oip.usdoj.gov/financialguide/PDFs/ProgramIncomeCalculator.xls

DNA Testing Fees/DNA Backlog Reduction Program

Interest earned on JAG and JABG funds is considered program income and should be spent only on allowable purpose
areas under these programs. You are required to use all funds within the fixed expenditure period. No extension to the

project period will be approved. JAG and JABG recipients are not required to spend program income before spending
Federal funds.

Membership Fees

If an organization’s only source of income is Federal award funds, then when it receives membership fees, those fees will
generally be considered program income.
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m When an organization receives non-member income and uses that income to provide services to its members, then
membership income may be considered program income. How much of the membership income is considered program
income will be in proportion to the amount of Federal and non-Federal funds that the organization receives.

m An organization need not report its membership fees as program income if the fees were received before the organization
began to receive Federal award funds, or if they are used to provide member services that are separate and distinct from
grant-funded services.

(@ FINANCIAL MANAGEMENT TIP

Fines as a result of law enforcement activities are not considered program income.

Procedures for Recovery of Costs Incurred

In some instances, a State or local law enforcement agency provides information to the Internal Revenue Service (IRS) that
substantially contributes to the recovery of Federal taxes imposed with respect to illegal drug-related activities (or money
laundering in connection with such activities).

m In these cases, the IRS may reimburse the State or local law enforcement agency for costs incurred in the investigation
(including but not limited to reasonable expenses, per diem, salary, and overtime). The total reimbursement will not
exceed 10 percent of the amount recovered.

m If you are part of a State or local law enforcement agency that has provided such information to the IRS, your agency will
receive notification from the IRS when monies have been recovered as a result of the information supplied. Following
such notification, and based on documentation, your agency will be required to submit a statement detailing the
investigative costs it incurred.

m If more than one State or local agency has provided information, the IRS shall equitably allocate investigative costs
among the agencies not to exceed an aggregate amount of 10 percent of the taxes recovered.

m No State or local agency may receive reimbursement for investigative expenses under Internal Revenue Code Section
7624 if reimbursement has been received from another source, such as a Federal or State forfeiture program or under
State revenue laws.

m If the information/investigation is performed with awarding agency funds, the reimbursement received from the IRS is
considered to be program income and subject to the aforementioned guidelines.

(@ FINANCIAL MANAGEMENT TIPS

Spend program income prior to requesting additional award funds.
Supplement the award-supported project with program income dollars.
Reduce project costs with program income.

Send back any unused program income funds.

HPwp=
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Grant Adjustment Notice

A Grant Adjustment Notice (GAN) is a request to make a programmatic, administrative, or financial change to a grant
GAN’s may be submitted by the recipient, grant manager, or automatically generated by the Grant Management System
(GMS). All GAN’s must be requested electronically through the GAN module in the Grants Management System (GMS).

All GANSs are reviewed by the Office of Justice Programs (OJP) grant manager and/or the Grants Financial Management
Division. Upon submission of a GAN, an email is automatically sent to the OJP grant manager as notification.

Once a decision has been made on the proposed adjustment, you will receive an email notification that will become a
permanent part of the award file, and the record will be updated as appropriate.

@ FINANCIAL MANAGEMENT TIP

After submission of a GAN, you should keep an eye out for returned GANs in case additional
information or changes are required. If you do not respond in a timely manner, this can hold up
the processing of the GAN. An untimely response may result in the request being denied, and
the grantee having to start over. This can be a problem, especially if you are trying to extend the
grant period and the project end date is near.

You are limited to specific grant award adjustment(s). In the sections that follow, we describe situations in which you may—
or must—initiate a GAN.

Budget Modifications

You may initiate a GAN for a budget modification if a request to modify an approved budget to reallocate funds among the
budget categories. This GAN can also be used to de-obligate a portion of the award amount; however, the original award
amount may not be increased by this procedure.

You must initiate a GAN for budget modification if:

m The proposed cumulative change is greater than 10 percent of the total award amount. The 10% rule does not apply to an
award of less than $100,000.

m The budget modification changes the scope of the project. Examples include altering the purpose of the project,
authorizing use of a subcontractor or other organization that was not identified in the original approved budget, or
contracting for or transferring of award-supported efforts.

m A budget adjustment affects a cost category that was not included in the original budget. For example, if the direct cost category
“Travel” did not exist in the original budget, the adjustment to transfer funds from Equipment to Travel requires a GAN.

(@ FINANCIAL MANAGEMENT TIP

For recordkeeping purposes and audit documentation, it is advised to submit a GAN even if
the proposed budget modification is less than 10 percent of the total award amount. This also
provides the Program Grant Manager with notification.

Changes in the Recipient’s Authorized Signing Official and/or Official’s Contact Information

You must initiate a GAN if you want to make changes to the person who is responsible for authorizing and signing official
documents (such as award documents, Progress Reports, Standard 424 documents, etc.). The request must include the
name, address, phone number, e-mail address, fax number, and title of the new Authorized Signing Official.
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Changes in the Recipient’s Contact Name or Contact Information

You may initiate a GAN request to change the name and contact information of the recipient or key recipient staff due to a
permanent withdrawal, change in staff, or in a case of temporary absence.

(@ FINANCIAL MANAGEMENT TIP

The contact name used on the GAN must exactly match the name in the GMS.

[V] ACTION ITEM

Many awards require prior approval for changes in key staff.

Change in Grantee Name

You may initiate a request to change the name of a recipient organization on record with OJP.

Changes to the Scope of the Award

You are not required to initiate a GAN if you make minor changes in methodology, approach, or other aspects of the award
to expedite achievement of the award’s objectives.

However, you must initiate a GAN for changes in scope, duration, activities, or other significant areas. These changes
include but are not limited to:

m Altering programmatic activities
m Changing the purpose of the project
m Changing the project site

m Experiencing or making changes to the organization or staff with primary responsibility for implementation of the
award, contracting out, subawarding (if authorized by law), or otherwise obtaining the services of a third party to
perform activities which are central to the purpose of the award

m Changes in scope that affect the budget

(@ FINANCIAL MANAGEMENT TIP

If you are not sure whether your change would be considered minor or would require a GAN,
contact your program manager.

Change in Project Period

A request to change the start date may be submitted by the recipient or the grant manager. There is no systematic time limit
on when a Start Date GAN can be submitted. These requests are rarely approved except for programs that are, by statute,
allowed to change the start date based on the drawdown date. In general, in order for a Start Date GAN to be approved,
you must not have drawn down funds.

The request to change the end date may be submitted by the recipient within 30 calendar days before the project period
end date or at any time by the grant manager. Extensions for no more than 12 months past the original end date are
typically granted. A request to extend the project period for more than 12 months requires justification of extraordinary

circumstances.

Some awards have statutory maximum grant periods beyond which they cannot be extended.
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Changes in Indirect Costs

m Transferring funds into or out of the indirect cost category is not allowable without prior approval from the awarding
agency. A budget modification is required.

m Moving monies in any budget category with a zero dollar amount is not allowable without prior approval from the
awarding agency. A budget modification is required.

Changes to the Organization

You may initiate a GAN to request a change to the organization’s mailing address or to the organization’s name.
You may not initiate a GAN to request a change to the vendor number and the type of organization (e.g,, profit vs. nonprofit).

Data Universal Numbering System, or DUNS, Changes

You may initiate a GAN to request a change to your organization’s DUNS number.

Sole Source Approval

You may initiate a GAN to request to enter into a subcontract relationship with a vendor under a grant where the
subcontracted cost exceeds $100,000. Please see the Chapter 13: Procurement Procurement Under Awards of Federal

Assistance for more information.

Incurring of Certain Costs for Which Program Office Approval is Required

You must obtain written prior approval for some costs, as specified in the applicable Title 2 Code of Federal Regulations
(CFR) section (Parts 215, 220, 225, and/or 230), and as discussed in Chapter 11: Costs Requiring Prior Approval. The
following are examples of costs that require a GAN for prior approval:

m Compensation for consultant services in excess of $450 per 8-hour day, or $56.25 per hour

m Sole source procurements in excess of $100,000

Publication plans
m Purchase of Automatic Data Processing, or ADP, equipment and software

m Costs incurred prior to the date of the subaward period

Foreign travel

Reprogramming of Funds

States may not reprogram their awards to delete or add programs or move funds from one subrecipient to another without
prior approval. Retroactive approval will be considered only in extreme and unusual circumstances. The award amount may
be reduced by unauthorized reprogrammed funds.

For general information concerning the online processing of GANs, Grants Management System staff members are
available by email at GMS .helpdesk@usdoj.gov or by phone at 1-888-549-9901.
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Introduction

You must obtain written approval or authorization for those costs specified in Title 2 Code of Federal Regulations (CFR)
Part 220 (Educational Institutions), Title 2 CFR Part 225 (State, Local, and Indian Tribal Governments), or Title 2 CFR
Part 230 (Non-Profit Organizations) as costs that are allowable only with approval of the awarding agency, or costs which

contain special limitations (such as expenditure ceilings).

All conferences (defined broadly to include meetings, retreats, seminars, symposiums, events, and group training activity)
conducted by Cooperative Agreement recipients or contractors funded by OJP must receive written prior approval. An
approved award budget is not a prior approval. All prior approval requests must be submitted a minimum of 90 days in
advance of the start date. See Prior Approval at http://www.ojp.gov/funding/confcost.htm for more information.

Responsibility for Prior Approval

For discretionary awards, the awarding agency reviews all costs identified as requiring prior approval when the recipient is
the direct beneficiary of the goods or services to be purchased or supplied.

For block/formula awards, the State reviews all costs identified in this section for subrecipients where the State is the
recipient of the award, but not the program-implementing agency.

Procedures for Requesting Prior Approval

Your cost approval requests must be in writing and must include an explanation justifying the expenditure and the request
for prior approval. You may submit these requests in the application, separately, or included in other components of the
award or subaward. In general, budget items proposed in your accepted application are considered to be approved and do
not require a second request for approval unless explicitly noted as a condition in the award.

Listing of Costs Requiring Prior Approval

Automatic Data Processing Equipment and Software

You may request to purchase Automatic Data Processing (ADP) equipment; however, the application must be written in a
manner consistent with maximum, open, free, and fair competition in the procurement of hardware and services.

You should not specify brand names when such ADP equipment includes the following types and requirements:
m Digital, analog, or hybrid computer equipment and automated fingerprint equipment

m Auxiliary or accessorial equipment, such as data communications terminals, source data automation recording equipment
(e.g., optical character recognition equipment and other data acquisition devices), and data output equipment (e.g., digital
plotters, computer output microfilms) to be used in support of digital, analog, or hybrid computer equipment, whether
cable-connected, wire-connected, radio-connected, or self-standing, and whether selected or acquired with a computer or
separately

m Data transmission or communications equipment that is selected and acquired solely or primarily for use with a
configuration of ADP equipment that includes a computer

m Qualification and exclusions:
» Analog computers are covered only when being used as support or assistance to a digital computer.

» Items of ADP equipment that are (a) physically incorporated in a weapon or (b) manufactured under a development
contract are excluded from the above definition.

> Accessories, such as tape cleaners, tape testers, magnetic tapes, paper tapes, disk packs, or anything similar are also

excluded.
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Criminal Justice Information and Communication Systems

You should arrange for design and programming of criminal justice information and communication systems (CJICS) to
maximize the use of standard and readily available computer equipment and programs. Identification of such systems will
be made on a case-by-case basis.

m Any recipient interested in development of the CJICS should utilize the past experience of other agencies that have
successfully implemented such systems.

m A detailed requirements analysis must be performed and a search for existing software must meet the identified
requirements before new software is developed.

m If new software is developed, it must be designed and documented so that other criminal justice agencies will be able to
use it with minor modifications and at minimum cost.

m As a recipient or subrecipient, you must request approval prior to arranging for patent of computer software and
programs.

m You do not have to obtain prior approval for the lease or rental of such equipment. However, you should have
documentation that the total lease or rental amount is not greater than $100,000 or that you obtained the lease or rental
in accordance with Federal procurement standards.

m If the amount of the acquisition exceeds $100,000, prior approval from the awarding agency is required for the outright
purchase, lease-purchase agreement, or other method of purchase.

m The request must be in writing and the awarding agency must certify that the procurement is consistent with the
following requirements:

» The ADP equipment is of the type identified within the award applications, and it is necessary and suflicient to meet
the project goals;

» The ADP equipment procurement is in compliance with existing Federal agency, State, and local laws and regulations;

» A purchase/lease comparison has been conducted demonstrating that it is more advantageous to purchase rather than
lease the ADP equipment under consideration;

» If software development is involved, it has been demonstrated that computer software already produced and available
will not meet the needs of the award; and

» If the ADP equipment procurement is to be sole source and that procurement is more than $100,000, then
documentation must have been submitted to justify the action.

Equipment and Other Capital Expenditures

If as recipient or subrecipient you have received prior approval for expenditures for equipment and other capital assets,
including repairs which materially increase the useful life of equipment, then these expenditures are allowable.

m If you do not fully justify the expenditures for equipment in your budget and budget narrative, the awarding agency may
require that the type, quantity estimated, unit, or other information be provided before the final budget can be issued.

m In reviewing equipment acquisition budgets and proposals, the following principles should be followed:
» No other equipment owned by the recipient/subrecipient is suitable for the project;
» No luxury vehicles will be approved;

» If the vehicle request is approved, the vehicle should be reasonable, and the recipients must follow the Internal
Revenue Service guidelines;

» If the vehicle(s) was purchased as part of a unit of government fleet by the State or local central procurement
activities, it is generally accepted as reasonable;

» Federal funds are not used to provide reimbursement for the purchase of equipment already owned by the recipient/
subrecipient; and

» Equipment purchased and used commonly for two or more programs should be appropriately divided among each activity.
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m An expenditure for equipment purchased for a common pool is generally allowable as a charge to the award at cost value.

m Equipment that has already been purchased and charged to other activities of the organization is not an allowable
expense to the award.

Pre-Agreement Costs
Prior approval is required for pre-agreement costs.

m Block/Formula Funds. Costs incurred prior to the date of the award period may be charged to the project when the
award recipient specifically requests support for pre-agreement costs. States may approve pre-agreement costs for
subrecipients if incurred after the beginning of the Federal fiscal year of the award.

m Discretionary Awards. Costs incurred prior to the start date of the award may be charged to the project only if the
award recipient receives written prior approval from the awarding agency.

Proposal Costs

Costs to projects for preparing proposals for potential Federal awards require written prior approval from the awarding
agency.

Consultant Rates

Compensation for individual consultant services is to be reasonable and consistent with that paid for similar services in the
marketplace.

m Each grant-making agency periodically establishes a consultant rate maximum limit.
m This limit is specified in the terms and special conditions of the award.

m When the rate exceeds the limit for an 8-hour day, or a proportionate hourly rate (excluding travel and subsistence costs),
a written prior approval is required from the awarding agency. Prior approval requests require additional justification.

m An 8-hour day may include preparation, evaluation, and travel time in addition to the time required for actual
performance.

m Please note, however, that this does not mean that the rate can or should be the maximum limit for all consultants.

m Consultants, whether independent or employed by a commercial or nonprofit organization, who are contracted through a
competitive bidding process are not subject to the maximum consultant rate threshold.

m Those consultants who have been hired without a competitive bidding process are subject to the maximum consultant
rate threshold.

m Rates will be reviewed on a case-by-case basis.

m In order to calculate a rate of compensation for consultants associated with and employed by educational institutions,
divide the total compensation for the academic year by 260.

» If the resulting rate of compensation exceeds the maximum consultant rate established by the grant-making agency,
written prior approval must be obtained.

m Compensation for consultants employed by State and local government will only be allowed when the unit of
government will not provide these services without cost.

» If a State or local government employee has been contracted to provide services that are related to his or her
employment with the State or local government, the rate of compensation is not to exceed the daily salary rate for the
employee paid by the unit of government.

» If the State or local government employee has been contracted to provide services that are unrelated to his or her
employment with the State or local government, then the rate of compensation is based on the necessary and
reasonable cost principles which cannot exceed the maximum rate allowed by the awarding agency without prior
written approval.
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Interest Expense

This expense includes all interest on debt incurred for the following:
m Acquisition of equipment and buildings

m Building construction

m Fabrication

m Reconstruction

Remodeling (allowable with prior approval)

» This interest applies only to buildings completed on or after October 1, 1980 for State and local units of government,
and September 29, 1995 for nonprofit organizations.

Foreign Travel

Foreign travel is defined as any travel outside of Mexico, Canada, and the United States and its Territories and possessions.
However, for organizations located in countries other than Mexico, Canada, and the United States, the term “foreign travel”
means travel outside that country.

m Each separate foreign trip must be pre-approved.
m Direct charges for foreign travel costs are not allowable unless the travel has prior approval from the awarding agency.

m Indirect charges for foreign travel are allowable without prior approval from the awarding agency when they are included
as part of a federally approved indirect cost rate and have a beneficial relationship to the project.

Indirect Costs

Transferring funds into or out of the indirect cost category is not allowable without prior approval from the Office of Justice
Programs. A budget modification is required as indicated in Chapter 10: Adjustments to Awards.

Moving Money between Categories

Moving monies in any budget category with a zero dollar amount is not allowable without prior approval from the awarding
agency. A budget modification is required.

Confidential Funds

Confidential funds are subject to prior approval.
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Acquisition of Property and Equipment

When purchasing and managing property paid for by Federal funds, we expect you to use good judgment. If you use
your award funds to purchase new property when suitable property is already available within your or your subrecipient’s
organization, this use will be considered an unnecessary expenditure.

Screening

Careful screening should take place before purchasing property/equipment to ensure that it is needed. If you do not
establish and maintain an effective property management system, your project costs associated with the acquisition of the
property may be disallowed.

m Take stock of the equipment that you have or your subrecipient already has and see if it meets identified needs.
m Consider establishing a screening committee to make decisions about purchases.

m You or your subrecipient may utilize other effective management techniques as a basis for determining that the property/
equipment is needed.

m Program monitors from the awarding agency will ensure a screening process takes place and that you and your
subrecipient have an effective system for property management.

Loss, Damage, or Theft of Equipment

Recipients/subrecipients are responsible for replacing or repairing property which is willfully or negligently lost, stolen,

damaged, or destroyed.

m You must investigate and fully document any loss, damage, or theft of the property and make the documentation part of
the official project records.

Equipment Acquired With Crime Control Act Block/Formula Funds

If you have acquired equipment with Crime Control Act award funds through the Bureau of Justice Assistance (BJA),
then the law requires that you ensure this equipment is used for criminal justice purposes. The following standards and
procedures govern ownership, use, management, and disposition of this type of equipment:

m The Omnibus Crime Control and Safe Streets Act of 1968, as amended, 42 United States Code (U.S.C.) § 3789 (2009),

et seq., requires that the title to all equipment and supplies purchased with Crime Control Act funds vest in the criminal

justice agency or nonprofit organization that purchased the property. However, this requirement only holds if the agency
or organization provides written certification to the State office that it will use the property for criminal justice purposes.
If the agency or organization does not provide such written certification, title to the property vests in the State office. In
this case, under this law, the State should seek to use the equipment and supplies for criminal justice purposes elsewhere
in the State prior to using or disposing of it in any other manner.

m A subrecipient or State should use and manage equipment in accordance with its procedures as long as the equipment is
used for criminal justice purposes.

m When equipment is no longer needed for criminal justice purposes, a State should dispose of equipment (for both the
State and subrecipients) in accordance with State procedures, with no further obligation to the awarding agency.
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Equipment Acquired With Juvenile Justice Act Formula and Victims of Crime Act
Assistance (Formula) Funds

If you have acquired equipment using one of these funds from the Office of Juvenile Justice and Delinquency Prevention

(OJJDP) or the Office for Victims of Crime (OVC), then you are legally required to ensure that the equipment is used for

criminal justice purposes. The following standards and procedures govern ownership, use, management, and disposition of

this type of equipment:

m Title to equipment acquired under an award or subaward will vest in you or your subrecipient organization with the right
of immediate or future legal ownership upon acquisition, subject to the obligations and conditions set forth in Title 2
Code of Federal Regulations (CFR) §215.34.

m A State should use equipment acquired under an award in accordance with State laws and procedures. The awarding
agency encourages the States to follow the procedures that are in this Guide.

m Recipients and subrecipients other than States should use equipment in accordance with the following requirements:

» Equipment must be used by you or your subrecipient in the program or project for which it was acquired as long as
needed, whether or not the project or program continues to be supported by Federal funds. When no longer needed
for the original program or project, the equipment may be used in other activities currently or previously supported

by a Federal agency.

» You or your subrecipient must also make equipment available for use on other projects or programs currently or
previously supported by the Federal Government, provided the use does not interfere with the work on the projects
or programs for which it was originally acquired. First preference for other use should be given to other programs
or projects supported by the awarding agency. User fees should be considered and treated as program income to the
project, if appropriate.

» Aside from program income you or your subrecipient should not use equipment acquired with these funds to provide
services for a fee or to compete unfairly with private companies that provide equivalent services, unless specifically
permitted, or contemplated by Federal law.

» When acquiring replacement equipment, you or your subrecipients may use the equipment to be replaced as a trade-
in or may sell the equipment and use the proceeds to offset the cost of the replacement equipment, subject to the
written approval of the awarding agency.

m A State should ensure equipment acquired under an award to the State is managed in accordance with State laws and
procedures for property.

m The procedures recipients and subrecipients other than States must use for maintaining equipment acquired in whole or
in part with project funds (including replacements) must, at a minimum, meet the following requirements:

» You must maintain property records which include all of the following information:
Description of the property
Serial number or other identification number
Soutce of the property
Identification of the title holder
Acquisition date
Cost of the property
Percentage of Federal participation in the cost of the property
Location of the property
Use and condition of the property

Disposition data, including the date of disposal and sale price
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» You must take a physical inventory of the property and reconcile the results with the property records at least once
every 2 years.

» Loss, damage, or theft
You must have a control system in place with adequate safeguards to prevent these occurrences.
As the recipient or subrecipient, you must promptly and properly investigate any loss, damage, or theft.
You must establish and use adequate maintenance procedures to keep the property in good condition.

If authorized or required to sell the property, the recipient or subrecipient must establish proper sales procedures to
ensure the highest possible return.

m If you are a State recipient, you must dispose of equipment acquired under your award in accordance with State laws and
procedures. Other recipients and subrecipients must dispose of the equipment when original or replacement equipment
acquired under the award or subaward is no longer needed for the original project. They are also required to dispose
of equipment acquired under the award when the equipment will be used for other activities currently or previously

supported by a Federal agency.
» You must adhere to the following rules in equipment disposition:

If the item to be disposed of has a current per-unit fair market value of less than $5,000, you may retain, sell, or
otherwise dispose of it with no further obligation to the awarding agency.

If the item has a current per-unit fair market value of $5,000 or more, you may retain and sell it, but the awarding
agency will have a right to a specific dollar amount. Calculate this amount by multiplying the current market value
or proceeds from the item sale by the awarding agency’s share of the equipment. The seller is also eligible for sale
costs.

In cases where you or your subrecipient fails to take appropriate disposition actions, the awarding agency may
direct you to take other disposition actions.

Equipment and Nonexpendable Personal Property Acquired With Discretionary Funds

If you as recipient use discretionary funds to acquire equipment and nonexpendable personal property, the following
standards and procedures govern ownership, use, management, and disposition of this type of equipment:

m When you use discretionary funds to acquire equipment and nonexpendable personal property, title settles on your
organization, subject to the obligations and conditions set forth in Title 28 CER Part 66 for State and local units of
government, and in Title 28 CEFR Part 70 for other recipients.

(@ FINANCIAL MANAGEMENT TIP

Your organization should use its own capitalization policy for classification of a nonexpendable
item. If your organization does not have capitalization policy in place, you must use the Federal
policy that states that a nonexpendable item with a value of $5,000 or more and a useful life of
one year is considered equipment.

m A State should use equipment acquired under an award in accordance with State laws and procedures. Local government
recipients should use equipment in accordance with the requirements contained in the section “Equipment Acquired with

Juvenile Justice Act Formula and Victims of Crime Act Assistance (Formula) Funds.”

m Other recipients should use nonexpendable personal property in the project or program for which it was acquired as long
as needed, whether or not the project or program continues to be supported by Federal funds.
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m When no longer needed for the original project or program, you must use the nonexpendable personal property in
connection with its other federally sponsored activities in the following order of priority:

» Other projects of the awarding agency needing the property
» Grants of a State needing the property
» Projects of other Federal agencies needing the property

m A State must ensure its equipment acquired under an award is managed in accordance with State laws and procedures
over property.

m Local recipients and subrecipients must ensure that equipment acquired under an award is in accordance with
requirements stated in the section “Equipment Acquired with Juvenile Justice Act Formula and Victims of Crime Act
Assistance (Formula) Funds.”

m Other recipients’ property management standards for nonexpendable personal property must include the following
requirements:

» Property records should be maintained accurately and include the following information:
A description of the property
Manufacturer’s serial number, model number, Federal stock number, or other identification number
Source of the property, including the award number
Whether title settles with the recipient or the Federal Government
Acquisition date (or date received, if the property was furnished by the Federal Government) and cost

Percentage (at the end of the budget year) of Federal participation in the cost of the project or program for which
the property was acquired (not applicable to property furnished by the Federal Government)

Location, use, and condition of the property at the date the information was reported
Unit acquisition cost

Ultimate disposition data, including date of disposal and sales price or the method used to determine current fair
market value where a recipient compensates the Federal awarding agency for its share

» You must take a physical inventory of property and reconcile the results with the property records at least once every
2 years.

Any differences between quantities determined by the physical inspection and those shown in the accounting
records should be investigated to determine the causes of the difference.

You should, in connection with the inventory, verify the existence, current utilization, and continued need for the
property.
Control systems should be in effect to ensure adequate safeguards to prevent loss, damage, or theft of the property.

Any loss, damage, or theft of nonexpendable property should be investigated and fully documented. If the property
was owned by the Federal Government, the recipient must promptly notify the Federal agency.

» You are required to implement adequate maintenance procedures to keep the property in good condition.

» Where you are authorized or required to sell the property, proper sales procedures should be established which would
provide for competition to the extent practicable and result in the highest possible return.

m A State should dispose of its equipment acquired under the award by the State in accordance with State laws and
procedures.

m Local recipients and subrecipients should follow the disposition requirements in the section “Equipment Acquired with
Juvenile Justice Act Formula and Victims of Crime Act Assistance (Formula) Funds.”
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m Other recipients should use the following disposition requirements for nonexpendable personal property:

» If the nonexpendable personal property has a fair market value of less than $5,000, you may use it for other activities
without reimbursement to the Federal Government, or you may sell the property and retain the proceeds.

» If the nonexpendable personal property has a fair market value at or above $5,000, you may retain it for other uses
provided that compensation is made to the awarding agency.

Compute the amount of compensation by applying the percentage of Federal participation in the cost of the
original project or program to the current fair market value of the property.

If you have no need for the property and the property can still be used, you should request disposition instructions
from the awarding agency.

The awarding agency should determine whether the property can be used to meet the agency’s requirements.

If no requirement exists within that agency, then the agency should report the availability of the property to the U.S.
General Services Administration to determine whether a requirement for the property exists in other Federal agencies.

The awarding agency should issue instructions to you no later than 120 days after receiving your request, and
apply the following procedures: (a) If instructed, or if disposition instructions are not issued within 120 calendar
days after your request, you should sell the property and reimburse the awarding agency an amount computed by
applying to the sales proceeds the percentage of Federal participation in the cost of the grant; (b) however, you
should be permitted to deduct and retain from the Federal share $100 or 10 percent of the proceeds, whichever is
greater, for your selling and handling expenses.

» If you are instructed to ship the property to other agencies needing the property, the benefiting Federal agency should
reimburse you with an amount computed by applying the percentage of your organization’s participation in the cost
of the project or program to the current fair market value of the property, plus any reasonable shipping or interim
storage costs incurred.

» If you are instructed to otherwise dispose of the property, you should be reimbursed by the awarding agency for costs
incurred in its disposition.

m The awarding agency may reserve the right to transfer title to property with a fair market value of $5,000 or more if that
property was acquired with Federal funds. The agency can transfer the title to the Federal Government or a third party
named by the agency, when such a third party is otherwise eligible under existing laws.

m These transfers are subject to the following standards:
» The property must be identified in the award, or it must otherwise be made known to you as the recipient in writing.

» The awarding agency should issue disposition instructions within 120 calendar days after the end of the Federal
support of the project for which it was acquired.

» If the awarding agency fails to issue disposition instructions within the 120-calendar-day period, the recipient should

follow standards set in Title 28 CFR Part 66 and Title 28 CFR Part 70.

When title to property is transferred, you should be paid an amount equal to the percentage of participation in the
purchase applied to the current fair market value of the property.

Real Property Acquired With Formula Funds

Block/formula funds cannot be used for land acquisition.

m Subject to the obligations and conditions in the award, title to real property acquired under an award or subaward upon
acquisition settles on you as the recipient, or your subrecipient.

m You and your subrecipients may use real property acquired, in whole or in part, with Federal funds for the authorized
purposes of the original grant or subaward as long as needed for that purpose.

» Subrecipients should maintain an inventory report which identifies real property acquired, in whole or in part, with
block or formula funds.

» You or your subrecipient should not dispose of or encumber its title or other interests.
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m When your subrecipient determines that real property is no longer needed for the original grant purposes, it should
obtain approval for the use of the real property in other projects.

» Use in other projects should be limited to those under other federally sponsored projects or programs that have
purposes consistent with those authorized for support by the State.

» When the real property is no longer needed as provided above, the subrecipient should request disposition
instructions from the State. The State should exercise one of the following:

Direct the real property to be transferred to another subrecipient or a criminal justice activity needing the property,
provided that use of such real property is consistent with those objectives authorized for support by the State.

Return all real property furnished or purchased wholly with Federal funds to the control of the awarding agency.

m In the case of real property purchased in part with Federal funds, the subrecipient may be permitted to retain title upon
compensating the awarding agency for its fair share of the property.

» To compute the Federal share of the property, apply the percentage of the Federal participation in the total cost of the
project for which the property was acquired to the current fair market value of the property.

m In those instances where the subrecipient does not wish to purchase real property originally purchased in part with
Federal funds, disposition instructions should be obtained from the awarding agency.

Real Property Acquired With Discretionary Funds

Discretionary funds cannot be used for land acquisition.

m Subject to obligations and conditions set forth in Title 28 CFR Part 66 and Title 28 CFR Part 70, when real property is
acquired under an award, the title to the property vests with the recipient.

m The use of property by you as the recipient is subject to the same principles and standards outlined for property acquired
with formula funds.

m You must follow the same principles and standards outlined for subrecipients, except you must request disposition
instructions from the Federal agency, not the State.

m With regard to the transfer of title to the awarding agency or to a third party designated/approved by the awarding
agency, you or your subrecipient shall be paid an amount equal to your or your subrecipient’s percentage of participation
in the purchase of the real property applied to the current fair market value of the property.

Federal Equipment

When you or your subrecipient is provided federally owned equipment, the following requirements apply:
m Title remains vested in the Federal Government.

m You or your subrecipients must manage the equipment in accordance with the awarding agency’s rules and procedures
and submit an annual inventory listing.

m When the equipment is no longer needed, you or your subrecipient must request disposition instructions from the
awarding agency.

Replacement of Property (Equipment and Nonexpendable Personal Property)

When an item of property is no longer efficient or serviceable but you continue or your subrecipient continues to need the
property in your or its criminal justice system, you or your subrecipient may replace the property through trade-in or sale
and subsequent purchase of new property. In this case, the following conditions must be met:

m Replacement property must serve the same function as the original property and be of the same nature or character,
although not necessarily of the same grade or quality.

m Value credited for the property, if the property is traded in, must be related to its fair market value.
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m DPurchase of replacement property must take place soon enough after the sale of the property to show that the sale and
the purchase are related.

m When acquiring replacement property, you or your subrecipient may use the property to be replaced as a trade-in. You or
your subrecipient may also use the proceeds from the sale of the property to offset the cost of the new property.

m State subrecipients must obtain the written permission of the State to use the provisions of this section prior to entering
into negotiation for the replacement or trade-in of property.

Retention of Property Records

You must retain records for equipment, nonexpendable personal property, and real property for a period of 3 years from the
date of disposition, replacement, or transfer at the discretion of the awarding agency.

m If any litigation, claim, or audit is started before the expiration of the 3-year period, you must retain records until all
litigations, claims, or audit findings involving the records have been resolved.

Supplies

For supplies acquired under an award, the title to the supplies vests in you as the recipient upon acquisition. For supplies
acquired under a subaward, the title vests in the subrecipient upon acquisition.

m You or your subrecipient must compensate the awarding agency for its share of residual inventory of unused supplies if

both of the following apply:

» The residual inventory of unused supplies exceeds $5,000 in total aggregate fair market value upon termination or
completion of the funding support.

» The supplies are not needed for any other federally sponsored programs or projects.

Compute the compensation amount in the same manner as for nonexpendable personal property or equipment.

Copyrights

The awarding agency reserves a royalty-free, nonexclusive, and irrevocable license to reproduce, publish, or otherwise use,
and authorize others to use, for Federal Government purposes the following:

m The copyright in any work developed under an award or subaward; and

m Any rights of copyright to which you or your subrecipient purchases ownership with support.

Patents, Patent Rights, and Inventions

If any program produces patentable items, patent rights, processes, or inventions, in the course of work sponsored by the
Federal award or subaward funds, such facts must be promptly and fully reported to the awarding agency.

m Unless there is a prior agreement between you as the recipient and the awarding agency on disposition of such items, the
awarding agency may determine whether protection on the invention or discovery will be sought.

m The awarding agency will also determine how rights in the invention or discovery (including rights under any patents
issued) will be allocated and administered in order to protect the public interest consistent with “Government Patent
Policy” (“President’s Memorandum for Heads of Executive Departments and Agencies,” dated August 23, 1971, and
statement of Government patent policy, as printed in 36 Federal Register 16839).

m Government regulations have been issued in Title 37 CER Part 401 by the U.S. Department of Commerce.
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Procurement Standards—General Guidance
States have their own regulations and should follow their same policies and procedures used for procurement with non-

Federal funds.

m The State must ensure that every purchase order or other contract utilizing Federal funding includes any clauses required
by Federal statutes, executive orders, and related implementing regulations.

(@ FINANCIAL MANAGEMENT TIP

Subrecipients of State award funding should follow the procurement requirements imposed upon
them by the State.

Adequate Competition

As an award recipient or subrecipient, you must conduct all procurement transactions in an open, free, and fair competition.
This requirement holds whether purchasing transactions are negotiated or competitively bid, and without regard to dollar
value. Please see the DOJ Guide to Procurement Procedures for more information.

m The Uniform Administrative Requirements codified in Title 2 Code of Federal Regulations (CFR) Part 215 (U.S
Department of Justice Title 28 CFR