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FOREWORD

Foreword

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 Comptroller (OC) provides policy guidance, control, and support services to OJP’s Program
Oftices and Bureaus in accounting and the financial management of grants. In addition, OC also
provides the following services: (1) technical assistance to OJP grantees; (2) financial monitoring
of grantees; and (3) audit tracking and audit resolution Department of Justice-wide.

The OJP Financial Guide serves as a primary reference manual to assist award recipients in fulfill-
ing their fiduciary responsibility to safeguard grant funds and ensure funds are used for the pur-
poses for which they were awarded. The Guide should serve as a day-to-day management tool
for OJP award recipients and may also be used by subrecipients in administering their grant pro-
grams. The provisions of the guide apply to all grantor agency awards.

For additional information on grants management, please visit the OMB website address,
http://www.whitehouse.gov/OMB/grants/index.html to obtain copies of current circulars and
common rules.

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 OC’s Customer
Service Center at 1-800-458-0786 with any financial management questions or suggested revi-
sions. In addition, questions and comments can also be directed to OC via e-mail at
askoc@ojp.usdoj.gov.

Cynthia J. Schwimer
Comptroller
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PART I  CHAPTER 1: USERS

Chapter 1: Users

HIGHLIGHTS OF CHAPTER::

* Direct Recipients
* Subrecipients

* Individuals

* Contractors



PART I CHAPTER 1: USERS

This document is provided for the use of all recipients and their subrecipients of Federal grant
programs administered by the Office of Justice Programs (OJP). This Guide is to serve as the pri-
mary reference for financial management and grants administration. Specific organizations and
individuals that are to use this Guide include:

DIRECT RECIPIENTS

Block, formula, and discretionary recipients shall adhere to the provisions of this Guide.
Programmatic and technical requirements for block, formula, and discretionary recipients are con-
tained in the program guidelines.

SUBRECIPIENTS

Units of government and other organizations receiving Federal financial assistance from the State
shall adhere to applicable State laws and procedures. The circulars and government-wide common
rules specific to that organization-type should also apply.

INDIVIDUALS

Individuals from the above organizations who may use this Guide include: administrators, finan-
cial management specialists, grants management specialists, accountants, and auditors. These indi-
viduals are to use the Guide as their financial policy reference in executing their duties under
agency-funded programs and projects. Additionally, the document is structured to serve as a train-
ing manual for new employees.

CONTRACTORS

This Guide is not for the direct use of contractors. However, direct recipients should ensure that
monitoring of organizations under contract to them is performed in a manner that will ensure
compliance with their overall financial management requirements.
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Chapter 2: Circulars and Common Rules

HIGHLIGHTS OF CHAPTER:

e OMB Circulars
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PART I CHAPTER 2: CIRCULARS AND COMMON RULES

This Guide incorporates by reference the provisions of the Office of Management and Budget
(OMB) circulars and government-wide common rules applicable to grants and cooperative
agreements. These circulars and common rules include the following:

OMB CIRCULARS

Administrative Requirements:

OMB Circular A-102 “Grants and Cooperative Agreements with State and Local Governments,”
revised October 7, 1994.

OMB Circular A-110 “Uniform Administrative R equirements for Grants and Agreements With
Institutions of Higher Education, Hospitals and Other Non-Profit
Organizations,” revised November 19, 1993 (codified at 28 CFR Part 70).

Cost Principles:

OMB Circular A-21  “Cost Principles for Educational Institutions,” revised April 26, 1996 (codi-
fied at 28 CFR Part 66, by reference).

OMB Circular A-87 “Cost Principles for State, Local, and Indian Tribal Governments,” revised
May 4, 1995 (codified at 28 CFR Part 66, by reference).

OMB Circular A-122 “Cost Principles for Nonprofit Organizations,” revised May 8, 1997 (codi-
fied at 28 CFR Part 66, by reference).

Audit Requirements:

—

OMB Circular A-133 “Audits of States, Local Governments and Nonprofit Institutions,” revised
June 30, 1997 (codified at CFR Part 66 & Part 70).

GOVERNMENT-WIDE COMMON RULES
“Uniform Administrative Requirements for Grants and Cooperative Agreements with
State and Local Units of Governments,” dated March 11, 1988 (codified at 28 CFR Part

66). (Grants Management Common Rule for State and Local Units of Governments.)

“Government-wide Debarment and Suspension (Nonprocurement) and Government-
wide Requirements for Drug-free Workplace (Grants)” (codified at 28 CFR Part 67).

“New Restrictions on Lobbying™ (codified at 28 CFR Part 69).

For additional information on grants management and to obtain copies of current circulars and
common rules, please visit the OMB website at www.whitehouse.gov/OMB/grants/index.html.
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Chapter 3: Conflicts of Interest

HIGHLIGHTS OF CHAPTER:

* Advice
* Appearance



PARTI CHAPTER 3: CONFLICTS OF INTEREST

Personnel and other officials connected with agency-funded programs shall adhere to the follow-
ing requirements:

ADVICE

No official or employee of a State or unit of local government or a non-governmental
recipient/subrecipient shall participate personally through decisions, approval, disapproval, recom-
mendation, the rendering of advice, investigation, or otherwise in any proceeding, application,
request for a ruling or other determination, contract, award, cooperative agreement, claim, contro-
versy, or other particular matter in which award funds (including program income or other funds
generated by Federally funded activities) are used, where to his/her knowledge, he/she or his/her
immediate family, partners, organization other than a public agency in which he/she is serving as
an officer, director, trustee, partner, or employee, or any person or organization with whom
he/she is negotiating or has any arrangement concerning prospective employment, has a financial
interest, or has less than an arm’-length transaction.

APPEARANCE

In the use of agency project funds, officials or employees of State or local units of government
and non-governmental recipient/subrecipients shall avoid any action which might result in, or
create the appearance of:

»  Using his or her official position for private gain;

* Giving preferential treatment to any person;

* Losing complete independence or impartiality;

* Making an official decision outside official channels; or

» Affecting adversely the confidence of the public in the integrity of the government or the
program.

For example, where a recipient of federal funds makes sub-awards under any competitive
process and an actual conflict or an appearance of a conflict of interest exists, the person for
whom the actual or apparent conflict of interest exists should recuse him-~ or herself not only
from reviewing the application for which the conflict exists, but also from the evaluation of all
competing applications. ’
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PART I CHAPTER 1: APPLICATION PROCESS

Chapter 1: Application Process

HIGHLIGHTS OF CHAPTER:

» Eligible Recipients

* Program Announcements

* Certified Assurances (Non-Discrimination Requirements)
* Intergovernmental Review

* Application Review

* Federal Debt (OMB Circular A-129)

*  Financial Analysis .

* Debarment and Suspension Certification

*  Drug-Free Workplace Certification

* Lobbying Certification

* Seat Belt Use by Government Contractors, Subcontractors, and Grantees
» Tribal Eligibility—Government Discount Airfare

* Policy on Making Awards
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PART II CHAPTER 1: APPLICATION PROCESS

ELIGIBLE RECIPIENTS

Block and formula grants may be awarded to States or units of local government and non-profit
organizations, based upon statutory authority. (See appropriate program guidelines for eligibility.)
Discretionary awards may be awarded to States, units of local government, Indian tribes and tribal
organizations, individuals, educational institutions, hospitals, and private non-profit and private
commercial organizations (if legislation allows) at the discretion of the awarding agency.

PROGRAM ANNOUNCEMENTS

Programmatic and technical requirements relating to block and formula grant applications are
contained in block and formula grant guidelines available from the awarding agency. The award-
ing agency announces the programs which it has developed for funding under its discretionary
award program in the Federal Register. A compilation of available assistance programs may also be
found in the Catalog of Federal Domestic Assistance (CFDA) published by the U. S. General
Services Administration.

CERTIFIED ASSURANCES (NON-DISCRIMINATION REQUIREMENTS)

Applicants must assure and certify that they comply, and assure the compliance of their subrecipi-
ents, with all applicable civil rights non-discrimination requirements as set forth on the OJP
Assurances Form 4000/3 (Attachment to SF 424).

In the event that a Federal or State court or Federal or State administrative agency makes a find-
ing of discrimination after a due process hearing on the grounds of race, color, national origin,
sex, or disability against a recipient of Federal funds, or any subgrantee or contractor of that
recipient, a copy of such findings must be forwarded to the Office for Civil Rights, Office of
Justice Programs.

All recipients and their subrecipients must also provide the Office for Civil Rights with an Equal
Opportunity Plan, if required to maintain one, where the award is $500,000 or more.

INTERGOVERNMENTAL REVIEW

If the State has established a process for the review of Federal programs and activities eligible
under Executive Order 12372 and a particular program has been selected for review by the State,
applicants for the program must submit a copy of their application to the State “single point of
contact” (SPOC) prior to or at the same time that the application is submitted to the awarding
agency. Additional information concerning this requirement is contained in the individual pro-
gram announcements.

NOTE: The awarding agency is required to assure that awards meet certain legislative, regulatory,
and administrative requirements. This agency’s policy is to provide assurance that awards are only
for allowable, allocable, fair, and reasonable costs. Awards must be made only to eligible recipients.
Applicants must possess the responsibility, financial management, fiscal integrity, and financial
capability necessary to adequately and appropriately administer Federal funds. The awarding
agency follows the requirements stipulated in the administrative requirements for grants and
agreements that are codified at 28 CFR Part 66 and 28 CFR Part 70. In complying with these
requirements, the awarding agency will perform the following procedure.

12



PART II CHAPTER 1: APPLICATION PROCESS

APPLICATION REVIEW

An examination of the Application for Federal Assistance (SF 424) is conducted to determine:

1. Type of Applicant. An example is a new applicant (organizations that have not had an
active award within the last two fiscal years, not-for-profit (NPO), for-profit, State, or local
unit of government, etc.).

2. High Risk Applicant. The awarding agency will obtain credit reports before making awards
to new or high risk recipients (except State and local governments, including public colleges,
universities, hospitals, or Federally recognized Indian tribal governments). Also, the awarding
agency shall obtain credit reports on any applicant when there is reason to believe that perfor-
mance is substandard or there is evidence of financial irregularities. When an applicant is con-
sidered high risk by an agency, then all other like agencies must also consider the applicant
high risk. For example, if BJA were to consider an applicant high risk and require progress
reports be submitted more frequently, then other agencies, such as OJJDP or OVC, must also
consider the applicant high risk.

3. Accuracy of Taxpayer Identification Number (TIN). This number includes the social
security numbers (SSN) for individuals or employer identification numbers (EIN)" for busi-
ness entities, which are used to identify our customers.

4. Applicant Federal Debt. The SF 424 includes a question about whether there is Federal
debt. That question applies to the organization requesting the financial assistance, not the per-
son who signs the application as the authorized representative of the organization. Categories
of debt include delinquent audit disallowances, loans, and taxes.

5. Financial Capability. When the applicant is a non-governmental entity and if there has been
no recent history with OJP, a financial capability questionnaire will be provided to the appli-
cant. This questionnaire should be submitted to the awarding agency before the award is made.

FEDERAL DEBT (OMB CIRCULAR A-129)

The awarding agency holds recipients accountable for any overpayment, audit disallowances, or
any other breach of award that results in a debt owed to the Federal government. The Debt
Collection Act of 1996 states that if, after written notification, grantee payments continue to be
delinquent, the debt will be referred to a collection agency for further action. The awarding
agency shall apply interest, penalties, and administrative costs to a delinquent debt owed by a
debtor pursuant to the Federal Claims Collection Standards and OMB Circular A-129.

1. The awarding agency uses the SSN or EIN to track awards. There is no relationship to the Social
Security Administration or the Internal Revenue Service. In certain circumstances, an arbitrary EIN will be
assigned, e.g., awards made directly to subunits of government which need an identifier distinct from that of
their parent agency.

13



PART II CHAPTER 1: APPLICATION PROCESS

FINANCIAL ANALYSIS

The analysis of project applications includes:

1.

Performing a cost analysis of each project application considered for funding by the awarding
agency. Cost analysis includes obtaining cost breakdowns, verifying cost data, evaluating spe-
cific elements of costs, and examining data to determine the necessity, reasonableness, allowa-
bility, allocability, and appropriateness of the proposed cost. The form and extent of such an
analysis will be determined by the awarding agency.

Accepting current indirect cost rates approved by the Department of Justice, or rates approved
by other Federal agencies. If applicants do not have an approved rate, they must submit an
indirect cost proposal to their cognizant Federal agency.

Determining the adequacy of the applicant’s accounting system and operations to ensure that
Federal funds, if awarded, will be expended in a judicious manner. Where a non-governmental
applicant (except public colleges, universities, and hospitals) has never received an award, the
organization’s accounting system should be reviewed prior to award or within a reasonable
time thereafter to assure its adequacy and acceptability. This review should also apply where
known financial or management deficiencies exist. The results of the review will determine
the action to be taken by the awarding agency with regard to the award. Where an applicant
has had prior awards, outstanding audit issues and delinquent audit, financial, or progress
reports must be resolved prior to awarding additional discretionary funds.

Reviewing credit reports, delinquency status of Federal debt, and other prescreening informa-
tion. The awarding agency will take such information into account when considering the
application for award.

DEBARMENT AND SUSPENSION CERTIFICATION

This certification must be completed prior to recommendation for or against an award. The
government-wide common rule for debarment and suspension and drug-free workplace,
28 CFR Part 67, provides guidance on requirements that recipients shall meet in order to
receive Federal funds.

14

Title 28 of the Code of Federal Regulations (CFR), Part 67, provides that executive depart-
ments and agencies shall participate in a system for debarment and suspension from programs
and activities involving Federal financial and non-financial assistance and benefits. Debarment
or suspension of a participant in a program by one agency has government-wide effect. It is
the policy of the Federal government to conduct business only with responsible persons, and
these guidelines will assist agencies in carrying out this policy.

Certification Regarding Debarment, Suspension, Ineligibility, and Other Responsibility
Matters—Primary Covered Transactions (OJP Form 4061/2 or like form). Certifications must
be completed and submitted by recipients of discretionary awards to the awarding agency’s
program offices during the application stage. Block/formula recipients are exempt from sub-
mission of this certification but are responsible for monitoring subrecipient submissions of the
lower tier certification (OJP Form 4061/1) and for maintaining them at the State level.



PART II CHAPTER 1: APPLICATION PROCESS

3. Certification Regarding Debarment, Suspension, Ineligibility, and Voluntary Exclusion—
Lower Tier Covered Transactions (OJP Form 4061/1 or like form). This requirement includes
persons, corporations, etc. that have critical influence on or substantive control over the
award. The direct recipient will be responsible for monitoring the submission and maintaining
the official subrecipient certifications.

In summary, the debarment and suspension common rule requires that both recipients and their
subrecipients certify they will comply with the debarment and suspension common rule.
Subcontractors are not required to certify if their subaward is less than $100,000.

DRUG-FREE WORKPLACE CERTIFICATION

This certification must be submitted prior to recommendation for or against an award. The
government-wide common rule for debarment and suspension and drug-free workplace, 28
CFR Part 67, provides guidance on requirements that recipients shall meet in order to receive
Federal funds.

Subpart F of 28 CFR Part 67 implements the statutory requirements of the Drug-Free Workplace
Act of 1989. All recipients receiving awards from any Federal agency shall certify to that agency
that they will maintain a drug-free workplace, or, in the case of a recipient who is an individual,
certify to the agency that his or her conduct of award activity will be drug-free. If a recipient
makes a false certification, the recipient is subject to suspension, termination, and debarment.

1. The State agency responsible for administering the block/formula award shall submit a drug-
free workplace certification to the awarding agency and shall be responsible for obtaining a
drug-free workplace certification from each State agency that is subawarded funds.
Subrecipients that are not State agencies are not required to submit a drug-free workplace
certification.

2. A recipient is required to make the required certification for each award. The one exception
to this rule is that a recipient which is a State, including a State agency, may elect to make a
single annual certification to each awarding agency from which it obtains awards, rather than
making a separate certification for each award or workplace. Only one such annual certifica-
tion needs to be made to each Federal agency which will cover all of that State agency’s
workplaces.

3. There are two different certifications: one for individuals and one for organizations. The indi-
vidual recipient certifies that he or she will not engage in the unlawful manufacture, distribu-
tion, dispensation, possession, or use of a controlled substance in conducting any activity with
the award. The organizational recipient certifies that it will provide a drug-free workplace by:

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

15



PART II CHAPTER 1: APPLICATION PROCESS

b. Establishing a drug-free awareness program to inform employees about:
(1) The dangers of drug abuse in the workplace;
(2) The recipient’s policy of maintaining a drug-free workplace;
(3) Any available drug counseling, rehabilitation, and employee assistance programs; and

(4) The penalties that may be imposed upon employees for drug abuse violations occur-
ring in the workplace.

c. Making it a requirement that each employee to be engaged in the performance of the
award be given a copy of the employer’s statement about drugs in the workplace.

d. Notifying the employee that, as a condition of employment under the award, the
employee will:

(1) Abide by the terms of the statement; and

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

e. Notifying the awarding agency within ten days after receiving notice from an employee
or otherwise receiving actual notice of such conviction.

f. Taking one of the following actions, within 30 days of receiving notice, with respect to
any employee who is so convicted:

(1) Taking appropriate personnel action against such an employee, up to and including
termination; or

(2) Requiring such 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.

g. Making a good faith effort to continue to maintain a drug-free workplace.

In summary, the drug-free workplace common rule requires that ONLY direct recipients of
Federal awards certify they will comply with the drug-free workplace common rule. There is no
dollar threshold for certification.

LOBBYING CERTIFICATION

This certification must be submitted prior to recommendation for or against an award. The
Department of Justice’s (DQOJ) codification of the government-wide common rule for restrictions
on lobbying, 28 CFR Part 69, provides guidance on requirements that recipients shall meet in
order to receive Federal funds.
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The following restrictions on lobbying are applicable to all recipients and subrecipients. Interim
Final Guidance for New Restrictions on Lobbying was published in the Federal Register in
December 1989.The Lobbying Disclosure Act of 1995 included amendments that have an impact
on the guidance provided in 1989. Per 31 USC 1352, the restrictions on lobbying are as follows:

1.

No Federally appropriated funds may be expended by the recipient of a Federal award, cooper-
ative agreement, or contract to pay a person for influencing or attempting to influence an offi-
cer 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; and the extension, continuation, renewal, amend-
ment, or modification of any Federal contract, grant, or cooperative agreement.

Each person who requests or receives from an agency an initial Federal contract, award, or coop-
erative agreement (including subcontracts, subawards, and contracts under cooperative agree-
ments) exceeding $100,000 shall file with that agency a certification regarding lobbying. The
certification shall be submitted to the agency making the award. Each person is certifying that:

a. He/she has not made, and will not make, any payment for a lobbying activity.

b. If any non-Federal funds have been paid or will be paid to any person, he/she will com-
plete and submit a “Disclosure of Lobbying Activities” form (Disclosure Form).

c. The language of this certification will be included in his/her award documents for all
subawards at all tiers (including subcontracts, subawards and contracts under awards, and
cooperative agreements), and all subrecipients shall certify and disclose accordingly.

d. Each person, if applicable, shall submit the Disclosure Form to the agency making the award.
The recipient or subrecipient is responsible for reporting lobbying activities of its employees
if the employee’s tenure is less than 130 working days within one year immediately preced-
ing the date of the recipient’s or subrecipient’s application or proposal submission.

e. A subrecipient who requests or receives Federal funds exceeding $100,000 shall be
required to file with the agency making the award a certification and a Disclosure Form,
if applicable. All certifications shall be maintained by the agency making the award and all
Disclosure Forms shall be forwarded from tier to tier until received by the Federal agency
making the award. That agency shall forward all Disclosure Forms to the awarding agency.
The Disclosure Form shall contain the following information:

(1) Name and address of reporting entity;
(2) Federal program name;
(3) Federal award number;

(4) Federal award amount; and

~ (5) Name and address of lobbying registrant.
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3. The above requirements DO NOT apply to Federally recognized Indian tribes, or tribal
organizations, or any other Indian organization with respect to expenditures specifically per-
mitted by other Federal law.

4. Each person shall file a Disclosure Form at the end of each calendar quarter in which there
occurs any event that requires disclosure or that materially affects the accuracy of the infor-
mation contained in any Disclosure Form previously filed by such persons. Examples of such
events are: :

a. 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;

b. A change in the person(s) or individual(s) influencing or attempting to influence a cov-
ered Federal action; or

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

5. Penalties and enforcement of lobbying restrictions shall be as follows:

a. Any person who makes an expenditure prohibited by the New Restrictions on Lobbying
shall be subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such expenditure.

b. Any person who fails to file or amend the Disclosure Form to be filed or amended, if
required, shall be subject to a civil penalty of not less than $10,000 and not more than
$100,000 er each such failure.

In summary, the common rule for lobbying requires that recipients and their subrecipients certify
they will comply with the lobbying common rule. This requirement is only for awards made
exceeding $100,000. (See Part III, Chapter 16 for cost restrictions relating to lobbying.)

In order to comply with the certification requirements provided in the common rules for lobby-
ing, drug-free workplace, and suspension and debarment (so that recipients do not have to sign
three certifications), we have combined them into OJP Form 4061/6, entitled “Certifications
Regarding Lobbying; Debarment, Suspension and Other Responsibility Matters; and Drug-Free
Workplace Requirements.”

SEAT BELT USE BY GOVERNMENT CONTRACTORS, SUBCONTRACTORS,
AND GRANTEES

Pursuant to 23 USC §§402, 403, and 29 USC §668, each recipient agency of Federal contracts,
subcontracts, and grants shall encourage adoption and enforcement of on-the-job seat belt poli-
cies and programs for its employees, contractors, and subrecipients when operating company-
owned, rented, or personally owned vehicles.
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TRIBAL ELIGIBILITY—GOVERNMENT DISCOUNT AIRFARE

Tribal organizations carrying out a contract, grant, or cooperative agreement 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, 40 USC
§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.

POLICY ON MAKING AWARDS

This agency will not make an award to any applicant who has an overdue audit report or an open
audit report where the recipient has not attempted to respond or has taken no action to resolve
findings. Every applicant for funding is on notice that unless they are in compliance with the
audit requirements, their application may be rejected. Exceptions to this policy are by recommen-
dation of the Comptroller, OJP, to the awarding agency.
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AWARD DOCUMENT

After completion of the internal review process, award applications designated for approval are
formally awarded through the issuance of an Award Document. This document includes:

* Name of recipient and subrecipient (if applicable);

*  Award period;

* Type of Federal funds;

*  Amount of Federal funds;

¢ Award number; and

* Special conditions, as appropriate, that the recipient/subrecipient must meet if the award is
accepted.

This award notification is applicable to all approved applications. Correspondence concerning the
award should refer to the designated award number shown on the Award Document.

ACCEPTANCE PROCEDURES

The Award Document constitutes the operative document obligating and reserving Federal funds
for use by the recipient in execution of the program or project covered by the award. Such oblig-
ation may be terminated without further cause if the recipient fails to affirm its timely utilization
of the award by signing both the award document and special conditions and returning them to
the awarding agency WITHIN 45 DAYS from the date of award. COPS awards have a 90-day
acceptance time frame. No Federal funds will be disbursed to the recipient until the signed
acceptance has been received by the awarding agency. Recipients should review and understand
all special conditions prior to the acceptance of the award.

NOTE: By signing the award acceptance, the recipient acknowledges that the Project Director
must be an employee of the recipient’s organization.

SPECIAL CONDITIONS

These include terms and conditions of the award. They may include special provisions for audit,
conferences, and disposition of program income.

1. All Awards will include special conditions concerning: (a) compliance with this guide;
(b) compliance with the audit requirements; and (c) the submission of an Equal Employment
Opportunity Plan. Failure to comply with special conditions may result in a withholding of
funds.

Also, the recipient, upon accepting the award, agrees to complete and keep on file, as appropri-
ate, the Immigration and Naturalization Service 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.

2. Commercial Award recipients receiving grant funding from OJP should be aware of the

additional special conditions placed on these awards. In addition to the three special condi-
tions referenced in the “All Awards” section, commercial organizations must agree not to
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make a profit as a result of an award and not to charge a management fee for the performance
of an award. Also, commercial organizations must agree to comply with the Federal
Acquisition Regulations cost principles.

Information Technology (IT) Award recipients are prohibited from drawing funds against
the award until the recipient notifies the State Information Technology Point of Contact by
written correspondence of the information technology project. This correspondence should
include a brief description of the project. A copy of the correspondence should be sent to the
program manager. Once the copy has been received, the program manager will retire this
condition and inform the recipient of this action. If there is no State Information Technology
Point of Contact, the recipient agrees to submit a letter to the program manager stating that
this condition is not applicable for that reason. The intent of this condition is to facilitate
information system communication. This condition does not require that the point of contact
concur with the information technology project.

Cancellation for Block and Formula Subawards. The State must condition each block
and formula subaward to include the following cancellation procedures.

a. Commencement Within 60 Days. If a project is not operational within 60 days of the
original start date of the award period, the subrecipient must report by letter to the State
the steps taken to initiate the project, the reasons for delay, and the expected start date.

b. Operational Within 90 Days. If a project is not operational within 90 days of the
original start date of the award period, the subrecipient must submit a second statement
to the State explaining the implementation delay. Upon receipt of the 90-day letter, the

State may cancel the project and request Federal agency approval to redistribute the
funds to other project areas. The State may also, where extenuating circumstances war-
rant, extend the implementation date of the project past the 90-day period. When this
occurs, the appropriate subaward files and records must so note the extension.

FEDERAL OBLIGATION PROCESS

After an award has been signed by the Federal awarding agency, the amount of the award is con-
sidered an obligation of the Federal government and is recorded as such in its accounting system.

Appropriated funds are thereby reserved against the award until all monies are expended by the
recipient and subrecipient or, in the case of non-utilization of funds within statutory or other

time limits, appropriated funds revert to the awarding agency through deobligation of the unused
balance. In order for a recipient to receive payment once funds are obligated in OJP’s accounting
system, a current SF 269A for the grant on which payment is requested must be on file with OJP.

If the award date is after the begin date of the award, the first SF 269 submitted to OJP should
cover the period from the begin date of the award to the end of the calendar quarter in which
the award was made.
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All recipients are required to establish and maintain accounting systems and financial records to
accurately account for funds awarded to them. These records shall include both Federal funds and
all matching funds of State, local, and private organizations, when applicable.

State recipients shall expend and account for grant funds in accordance with State laws and pro-
cedures for expending and accounting for their own funds. Subrecipients of States shall follow the
financial management requirements imposed on them by States. (State and local procedures must
ensure that subrecipients comply with the financial management standards found at 28 CFR Parts
66 and 70.)

ACCOUNTING SYSTEM
The recipient is responsible for establishing and maintaining an adequate system of accounting
and internal controls for itself, and for ensuring that an adequate system exists for each of its sub-

recipients. An acceptable and adequate accounting system:

1. Presents and classifies projected historical cost of the grant as required for budgetary and eval-
uation purposes;

2. Provides cost and property control to ensure optimal use of funds;

3. Controls funds and other resources to assure that the expenditure of funds and use of prop-
erty conform to any general or special conditions that apply to the recipient;

4. Meets the prescribed requirements for periodic financial reporting of operations; and

5. Provides financial data for planning, control, measurement, and evaluation of direct and indi-
rect costs.

Funds may be awarded as formula/block or discretionary awards. The various financial require-
ments and formulas of the awarding agency’s programs, as well as the need for recipients to sepa-
rately account for individual awards, require a special program account structure extending
beyond normal classification by type of receipts, expenditures, assets, and liabilities.

1. 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:

a. Formula and block grant funds expended through programs of local government; and

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

2. Discretionary Awards. To properly account for discretionary awards, all recipients should
establish and maintain program accounts which will enable, on an individual basis, separate

identification and accounting for:

a. Receipt and disposition of all funds (including project income);
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b. Funds applied to each budget category included within the approved award;
c. Expenditures governed by any special and general provisions; and

d. Non-Federal matching contribution, if required.
TOTAL COST BUDGETING AND ACCOUNTING

Accounting for all funds awarded by the Federal agency shall be structured and executed on a
“total program cost” basis. That is, total program costs, including Federal funds, State and local
matching shares, and any other fund sources included in the approved project budget or received
as program income shall be the foundation for fiscal administration and accounting. Unless other-
wise prohibited by statute, applications for funding and financial reports require budget and cost
estimates on the basis of total costs.

COMMINGLING OF FUNDS

Federal agencies shall not require physical segregation of cash deposits or the establishment of any
eligibility requirements for funds which are provided to a recipient. However, the accounting sys-
tems of all recipients and subrecipients must ensure that agency funds are not commingled with
funds from other Federal agencies. Each award must be accounted for separately. Recipients and
subrecipients are prohibited from commingling funds on either a program-by-program or pro-
ject-by-project basis.

Funds specifically budgeted and/or received for one project may not be used to support another.
Where a recipient’s or subrecipient’s accounting system cannot comply with this requirement, the
recipient or subrecipient shall establish a system to provide adequate fund accountability for each
project it has been awarded.

RECIPIENT AND SUBRECIPIENT ACCOUNTING RESPONSIBILITIES

1. Reviewing Financial Operations. Direct recipients should be familiar with, and periodi-
cally monitor, their subrecipients’ financial operations, records, system, and procedures.
Particular attention should be directed to the maintenance of current financial data.

2. Recording Financial Activities. The subrecipient’s award or contract obligation, as well as
cash advances and other financial activities, should be recorded in the books of the recipient
in summary form. Subrecipient expenditures should be recorded on the books of the recipi-
ent or evidenced by report forms duly filed by the subrecipient. Non-Federal contributions
applied to programs or projects by subrecipients should likewise be recorded, as should any
program income resulting from program operations.

3. Budgeting and Budget Review. The recipient should ensure that each subrecipient pre-
pares an adequate budget on which its award commitment will be based. The detail of each

project budget should be maintained on file by the recipient.

4. Accounting for Non-Federal Contributions. Recipients will ensure that the require-
ments, limitations, and regulations pertinent to non-Federal contributions are applied.
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5. Audit Requirements. Recipients must ensure that subrecipients have met the necessary
audit requirements contained in this Guide (see Part III, Chapter 19: Audit R equirements).

6. Reporting Irregularities. Recipients and their subrecipients are responsible for promptly
notifying the awarding agency and the Federal cognizant audit agency of any illegal acts or
irregularities and of proposed and actual actions, if any. Please notify the Office of the
Comptroller Customer Service Center at 1-800-458-0786 if any irregularities occur. Illegal
acts and irregularities include conflicts of interest, falsification of records or reports, and mis-
appropriation of funds or other assets.

7. Debarred and Suspended Organizations. Recipients and subrecipients must not award
or permit any award at any level to any party which is debarred or suspended from participa-
tion in Federal assistance programs. For details regarding debarment procedures, see 28 CFR
Part 67, Government-wide Debarment and Suspension (Nonprocurement) and Government-
wide Requirements for Drug-free Workplace (Grants).

8. Bonding. The awarding agency may require adequate fidelity bond coverage where recipient
lacks sufficient coverage to protect the Federal government interest (see OMB Circular
A-110, Attachment, Subpart C, paragraph 21(c)).

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. Responsibilities include the accounting of receipts
and expenditures, cash management, the maintaining of adequate financial records, and the
refunding of expenditures disallowed by audits.

CASH DEPOSITORIES

In accordance with the administrative requirements for government and non-governmental enti-
ties, recipients are encouraged to use minority banks (banks which are owned at least 50 percent
by minority group members). A list of minority-owned banks may be obtained from the
Minority Business Development Agency, Department of Commerce, Washington, DC 20230.

SUPPLANTING

A written certification must be provided to the awarding agency or recipient agency that Federal
funds will not be used to supplant State or local funds. Federal funds must be used to supplement
existing funds for program activities and not replace those funds which have been appropriated
for the same purpose. Potential supplanting will be the subject of application review, as well as
pre-award review, post-award monitoring, and audit. If there is a potential presence of supplant-
ing, the applicant or grantee 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.
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PAYMENT METHODS

The Office of Justice Programs (OJP) offers two methods for requesting payment of grant funds:
the Letter-of-Credit Electronic Certification System (LOCES) and the Phone Activated Paperless
Request System (PAPRS). Recipients are required to submit the completed ACH electronic
funds transfer form bearing the original signature of the authorized official of the recipient’s
financial institution. The Debt Collection Act of 1996 states that all eligible recipients of Federal
payments must receive funds electronically. Recipients are also reminded to coordinate with their
respective financial institutions for an addendum record which contains payment-related informa-
tion for their records. Additionally, in order for a recipient to receive payments requested, a cur-
rent SF 269A for the grant on which payment is requested must be on file with OJP.

LOCES is a modem connection service that allows recipients of OJP funds to electronically
request payment from OJP on one day and receive a direct deposit to their bank for the requested
funds, usually on the following day. To make requests for payment through LOCES, an organiza-
tion must have a personal computer with a 1200 or 2400 baud capable modem operating with
DOS 3.1 or later versions. OJP requires the contact names, telephone numbers, and addresses of
various individuals who will be involved in LOCES. After the LOCES Computer Information
Form is received, a complete information package is sent out which contains the Vendor Express
enrollment form, SF 3881. After this form is received, the LOCES program diskette and passwords
are mailed separately to the authorized user to ensure security of the system.

PAPRS allows grant recipients immediate access to OJP funds through the use of a touch tone
telephone. The use of electronic means to transfer money from the U.S. Treasury became law
under the Debt Collection Improvement Act passed by Congress and signed by President Clinton
effective July 26, 1996. Grant recipients should complete and return the Automated Clearing
House (ACH) Enrollment Form included in the PAPRS information packet and return it to the
OJP/OC Accounting Division (AD). Through the combined use of PAPRS and ACH, approved
requests will be deposited into the grantee’s financial institution within 48 hours. Grantees will
receive their password/PIN and corresponding Grant ID numbers from AD.

The password is to be given only to authorized persons of the grantee organization and not given
to subgrantees. The recipient is solely responsible for the security of this access code. AD provides
"a manual that has instructions for using the system.

WITHHOLDING OF FUNDS

The awarding agency may withhold drawdowns to a recipient organization receiving cash funds
by letter of credit or by electronic transfer of funds, if the recipient demonstrates any of the

following:

1. Unwillingness or inability to attain program or project goals or to establish procedures that
will minimize the time elapsing between the cash drawdowns and expenditure;

2. Inability to adhere to guideline requirements or special conditions;

3. Improper engagement of awarding and administering subawards or contracts; and
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4. Inability to submit reliable and/or timely reports.

The recipient organization may be required to finance its operation with its own working funds
until such time the recipient is in compliance with its award.

MINIMUM CASH ON HAND

Whichever payment method is used, recipient organizations should request funds based upon
immediate disbursement 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 Local Law
Enforcement Block Grants, LLEBG, Juvenile Accountability Incentive Block Grants, JAIBG, and
State Criminal Alien Assistance Program Grants, SCAAP, which are paid in a lump sum).
Recipients should time their drawdown requests to ensure that Federal cash on hand is the mini-
mum needed for disbursements to be made immediately or within a few days.

Fund requests from subrecipients create a continuing cash demand on award balances of the State.
The State should keep in mind that idle funds in the hands of subrecipients will impair the goals
of cash management. All recipients must develop procedures for the disbursement of funds to
ensure that Federal cash on hand is kept at a minimal balance.

INTEREST EARNED

Recipients and subrecipients shall minimize the time elapsing between the transfer and disburse-
ment of funds. Recipients and subrecipients that administer confidential funds may establish dif-
ferent procedures for administering confidential funds to provide quick access to funds to meet
the needs of the project. Also, interest income on LLEBG Block and JAIBG Block grants must be
accounted for, reported as program income, and used in accordance with the provisions of

Part III, Chapter 4 (Program Income) of this guide.

1. In accordance with Section 203 of the Intergovernmental Cooperation Act of 1968 (Pub. L.
90-577; 31 USC §6503(a)), a State and its subrecipient and any agency or instrumentality of a
State, including State institutions of higher education and State hospitals, but not political sub-
divisions of a State (cities, towns, counties, and special districts created by State law) SHALL
NOT be held accountable for interest earned on grant money pending its disbursement for
program purposes.

This refers to formula grant programs where subawards are made to local jurisdictions.
Subrecipients under formula grant programs are held accountable for interest earned on
advances.

2. In accordance with Sections 102, 103, and 104 of the Indian Self Determination Act (Pub. L.
93-638; USC §450())), tribal organizations SHALL NOT be held accountable for interest
earned pending their disbursement by such organizations.

3. All local units of government (political subdivisions of a State, including cities, towns, counties
and special districts created by State law) shall account for interest earned on Federal funds.
Local units of government may keep interest earned on Federal grant funds up to $100 PER
FEDERAL FISCAL YEAR. This maximum limit is not per award,; it is inclusive of all interest
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earned as a result of all Federal grant program funds received per year. Interest earned in
excess of $100 must be remitted to the United States Department of Health and Human
Services, Division of Payment Management Services, P.O. Box 6021, Rockville, MD 20852.

4. Nonprofit organizations shall account for interest earned on Federal funds. Nonprofit organi-
zations may keep interest earned on Federal grant funds up to $250 PER. FEDERAL FIS-
CALYEAR. This maximum limit is not per award; it is inclusive of all interest earned as a
result of all Federal grant program funds received per year. Interest earned in excess of $250
must be remitted to the United States Department of Health and Human Services, Division
of Payment Management Services, P.O. Box 6021, Rockville, MD 20852.

NOTE: Interest earned on LLEBG Block and JAIBG Block grants must be accounted for and
reported as program income, and used in accordance with the provisions of Part III, Chapter 4,
(Program Income) of this guide.

CASH MANAGEMENT IMPROVEMENT ACT OF 1990

To the extent that the provisions of the Cash Management Improvement Act (CMIA) (Pub. L.
101-453) govern, payment methods of State agencies, instrumentalities, and fiscal agents must be
consistent with CMIA Treasury-State Agreements or the CMIA default procedures codified at 31
CFR Part 205, “Withdrawal of Cash from the Treasury for Advances under Federal Grant and
Other Programs.” Copies of 31 CFR Part 205 may be obtained from the DOJ Response Center
at 1-800-421-6770.
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REDESIGNATION OF FUND YEAR

States are prohibited from changing their block/formula awards and their related obligations and
expenditures from one Federal fiscal year to another.

AVAILABILITY OF AWARDS

Block/formula grants 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.

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).

OBLIGATION OF FUNDS

An obligation occurs when funds are encumbered, 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 grant period in the award. Any funds not properly obligated by the recipient within
the grant 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. (Example: If the award period
is 10/1/98 to 9/30/99, the obligation deadline is 9/30/99.) Block/formula grantees and sub-
grantees must complete performance during the obligation period. Performance as a result of a
contract under a block/formula grant may be completed during the expenditure period not to
exceed 90 days after the end date of the grant.

No additional obligations can be incurred after the end of the grant.

NOTE: For LLEBG Block Grants beginning with 1999, the obligation period will begin after
the required public hearing and advisory board meeting(s). '

EXPENDITURE OF FUNDS

Block, formula, and discretionary funds which have been properly obligated by the end of the
award period will have 90 days in which to be liquidated (expended). Any funds not liquidated at
the end of the 90-day period will lapse and revert to the awarding agency, unless a grant adjust-
ment notice extending the liquidation period has been approved. (Example: If the award period
is 10/1/98 to 9/30/99, the expenditure deadline is 12/29/99.)

NOTE: LLEBG Block grants beginning with 1999 do not allow the 90-day liquidation period.
The recipient has 24 months from the date of the approved drawdown request to expend/liqui-
date grant funds. The LLEBG Block grant recipients will receive a Grant Adjustment Notice
(GAN) that will identify both the obligation and expenditure periods.
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AWARD EXTENSION CRITERIA

Block, formula, and discretionary awards (except for Victims Compensation, and Assistance funds)
may be awarded an extension of the obligation date in response to a written extension request
stating the need for the extension and indicating the additional time required. Written requests
should be submitted in the following time frame:

* Block/Formula Awards: 60 calendar days before the end date of the award.

NOTE: Byrne Formula awards have new requirements to request extensions. The recipient
should contact the BJA grant advisor for the additional requirements.

* Discretionary Awards: 60 calendar days before the end date of the award.

The extension allowable for any project period is generally 12 months, and requests for retroac-
tive extension of project periods will not be considered. Generally, only one extension per award
will be permitted. Application 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.

Extensions will be considered only if the EXTENSION CRITERIA established below are met
by the recipient at the time the request for the extension of the obligation deadline is submitted
to the awarding agency for approval. Modifications of the general extension policy stated above
are at the discretion of the awarding agency. Extension of the expenditure deadline date is allow-
able for all awards (including Victims Compensation, and Assistance) upon written request for the
extension and written approval by the awarding agency.

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

1. Financial Reports. There must be on file with the awarding agency current and acceptable
Financial Status Reports, SF 269As (formerly the H-1 Report), and all identified financial issues
must be resolved.

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

3. Extraordinary Circumstances Justification. 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.
Explain the effect of a denial of the request on the project or program.

4. Approval. The awarding agency is expected to take action on any proposed extension
request within 15 work days after receipt of the request.

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

Match for the block/formula award program is to be provided for on a project-by-project basis,
unless otherwise stated in the program guidelines. Any deviation from the program guidelines
must receive the prior written approval of the awarding agency. Funds provided for a match must
be used to support a Federally funded project and must be in addition to, and therefore supple-
ment, funds that would otherwise be made available for the stated program purpose. In the case
of Byrne Formula Grants, the program area would be law enforcement. Match is restricted to the
same use of funds as allowed for the Federal funds.

TYPES OF MATCH

1. Cash Match (hard) includes cash spent for project-related costs. Allowable cash match must
include those costs which are allowable with Federal funds with the exception of the acquisi-
tion of land, when applicable.

2. In-kind Match (soft) includes, but is not limited to, the valuation of in-kind services. “In-
kind” is the value of something received or provided that does not have a cost associated with
it. For example, if in-kind match is permitted by law (other than cash payments), then the
value of donated services could be used to comply with the match requirement. Also, third-
party in-kind contributions may count toward satisfying match requirements provided the
grantee receiving the contributions expend them as allowable costs (see 28 CFR Part 66.24,
Grants Management Common Rule for State and Local Units of Governments).

SOURCE AND TYPE OF FUNDS
Cash match (hard) may be applied from the following sources:

1. Funds from States and local units of government that have a binding commitment of match-
ing funds for programs or projects.

2. Funds from the following:

a. Housing and Community Development Act of 1974, 42 USC §5301, et seq. (subject to
the applicable policies and restrictions of the Department of Housing and Development).

b. Appalachian Regional Development Act of 1965, 40 USC §214.

3. Equitable Sharing Program, 21 USC §{881(e) (current guidelines developed by the DOJ Asset
Forfeiture Office apply). Forfeited assets used as match from the Equitable Sharing Program
would be adjudicated by a Federal court.

4. Funds contributed from private sources.

5. Program income and the related interest earned on that program income generated from pro-
jects, provided they are identified and approved prior to making an award.

6. Program income funds earned from seized assets and forfeitures (adjudicated by a State court,
as State law permits). -
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7. Funds appropriated by Congress for the activities of any agency of a Tribal government or the
Bureau of Indian Affairs performing law enforcement functions on Tribal lands.

8. Sources otherwise authorized by law.
TIMING OF MATCHING CONTRIBUTIONS

Matching contributions need not 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 period
for which the Federal funds have been made available for obligation under an approved program
or project. Time-phased matching may be required by the awarding agency on awards to non-
governmental recipients.

RECORDS FOR MATCH

Recipients and their subrecipients must maintain records which clearly show the source, the
amount, and the timing of all matching contributions. In addition, if a program or project has
included within its approved budget contributions which exceed the required matching portion,
the recipient must maintain records of them in the same manner as it does the awarding agency
funds and required matching shares. For all block/formula funds, the State has primary responsi-

~ bility for subrecipient compliance with the requirements. For all discretionary funds, the recipient
and the subrecipient or contractual recipient have shared responsibility for ensuring compliance
with the requirements regarding matching shares.

WAIVER OF MATCH

1. 42 USC §3754(a) of the Omnibus Crime Control Act provides that, in the case of funds dis-
tributed to an Indian tribe which performs law enforcement functions (as determined by the
Secretary of the Interior) for any program or project described in 42 USC §3752 of the
Crime Control Act, the Federal portion shall be 100 percent of such cost.

2. 42 USC §5675 (c) (1) of the Juvenile Justice Act provides that, in the case of an award under
Title II to an Indian tribe, if the Administrator, Office of Juvenile Justice and Delinquency
Prevention (OJJDP), determines that the tribe does not have sufficient funds available to meet
the local share of the cost of any program or project to be funded under the award, the
Administrator may increase the Federal share of the cost thereof to the extent the
Administrator deems necessary. This provision applies also to cooperative agreements.

3. In accordance with 48 USC §1469a, the awarding agency, in its discretion, shall waive any
requirement for matching funds under $200,000 otherwise required by law to be provided by
the certain insular areas. This waiver applies to ALL awards made to American Samoa, Guam,
Virgin Islands, and Northern Mariana Islands.

MATCH LIMITATION

A certification must be provided that Byrne Formula funds required to pay the non-Federal por-
tion of the cost of each program and project for which such grant is made may be in addition to
funds that would otherwise be made available for law enforcement programs by the recipients of
grant funds. This certification shall be in writing and submitted with the application for funding.
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USE OF PROGRAM INCOME

Program income may be used to supplement project costs or reduce project costs, or may be
refunded to the Federal government. Program income may only be used for allowable program
costs and must be expended prior to additional OJP drawdowns.

EXAMPLES OF PROGRAM INCOME AND DISPOSITION REQUIREMENTS

1.

Addition Method of Handling Program Income. In the absence of other restrictions on
disposition contained within the award or the terms and conditions of the project, program
income shall be added to the funds committed in the agreement. The program income shall
be used as earned by the recipient/subrecipient for any purpose that furthers the broad objec-
tives of the legislation under which the award was made (i.e., expanding the project or pro-
gram, continuing the project or program that furthers the broad objectives of the State,
obtaining equipment or other assets needed for the project or program, or for other activities
that further the statute’s objectives).

Responsibilities:
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a. Primary recipients of block/formula recipients will be responsible for requiring subrecipi-
ents to comply with program income guidelines.

b. Block/formula subrecipients and the awarding agency’s discretionary recipients will be
responsible for the implementation and compliance of program income guidelines.

c. Technical assistance, where needed, will be provided by the Office of the Comptroller.

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 compensating the award-
ing agency for its fair share of the property. The Federal share of the property shall be com-
puted by applying 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.

Royalties. Recipient shall retain all royalties received from copyrights or other works devel-
oped 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 negoti-
ated between the awarding agency and the recipient.

Attorney’s Fees and Costs. Income received pursuant to a court-ordered award of attor-
ney’s fees or costs, which is received subsequent to completion of the project, is program
income to the extent that it represents a reimbursement for attorney’s fees and costs originally
paid under the award. Disposition of such program income is subject to the restrictions on
the use of program income set forth in the award.

Registration/Tuition Fees. These types of program income shall be treated in accordance
with disposition instructions set forth in the project’s terms and conditions.
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6. Asset Seizures and Forfeitures. Program income from asset seizures and forfeitures is con-
sidered earned when the property has been adjudicated to the benefit of the plaintift (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 shall follow the “Addition Method” of han-
dling program income unless an alternate method is designated in the recipient’s award docu-
ment. The following policies apply to program income from asset seizures and forfeitures:

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

b. States or local units of government MAY USE PROGRAM INCOME FUNDS FROM
SEIZED AND FORFEITURE ASSETS AS MATCH when assets are adjudicated by a
State Court, in accordance with the State law. In addition, State and local units of govern-
ment 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 DOJ
Asset Forfeiture Office, when the assets are adjudicated by a Federal Court.

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

ACCOUNTING FOR PROGRAM INCOME

All income generated as a direct result of an agency-funded project shall be deemed program
income. Program income must be used for the purposes and under the conditions applicable to
the award. Unless specified by the awarding agency, program income should be used as earned
and expended as soon as possible. If the cost is allowable under the Federal grant program, then
the cost would be allowable using program income. If program income earned on a discretionary
grant during the grant period remains at the end of the grant period, the recipient should request
a no-cost extension of the grant period to provide the recipient with ample time to expend the
program income for allowable project purposes. If there is no special condition on the award
concerning the accounting for program income earned after the funding period, then such pro-
gram income can be used at the discretion of the recipient. The Federal portion of program
income must be accounted for up to the same ratio of Federal participation as funded in the pro-
ject or program. For example:

1. A discretionary project funded with 100 percent Federal funds must account for and report
on 100 percent 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
Financial Status Report.

2. If a recipient was funded by formula/block funds at 75 percent Federal funds and 25 percent
non-Federal funds and the total program income earned by the grant was $100,000, $75,000
must be accounted for and reported, by the recipient, as program income on the Financial
Status Report.
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PROCEDURES FOR RECOVERY OF COSTS INCURRED

1.

46

Authorization of Reimbursement. When a State or local law enforcement agency pro-
vides 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), the agency may be reimbursed by the IRS for

“costs incurred in the investigation (including but not limited to reasonable expenses, per

diem, salary, and overtime) not to exceed 10 percent of the sum recovered.

Records. The IRS shall maintain records of the receipt of information from a contributing
agency and shall notify the agency when monies have been recovered as the result of such
information. Following such notification, the agency shall submit a statement detailing the
investigative costs it incurred. Where more than one State or local agency has given informa-
tion, the IRS shall equitably allocate investigative costs among the agencies not to exceed an
aggregate amount of 10 percent of the taxes recovered.

No Duplicative Reimbursement. No State or local agency may receive reimbursement
under Section 7624 if reimbursement has been received by the agency under a Federal or
State forfeiture program or under State revenue laws.

Awarding Agency Funds. If the information/investigation is performed with awarding
agency funds, the reimbursement received from the IRS would be program income and sub-
ject to the guidelines discussed above.
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All requests for programmatic and/or administrative budget changes must be submitted in a
timely manner by the recipient/subrecipient. All requests for changes to the approved award shall
be carefully reviewed by the applicable authority for both consistency with this Guide and their
contribution to project goals and objectives.

TYPES OF PROJECT CHANGES

1.

2.

9.

10.

Change in project site.

Changes which increase or decrease the total cost of the project.

. Change in approved budget categories in excess of 10 percent of the total award amount.

Movement of dollars between approved budget categories is allowed up to 10 percent of the
total budget cost (total award amount) as last approved by the awarding agency provided there
is no change in project scope. When the cumulative changes exceed 10 percent of the total
award amount or change the scope of the project, prior approval from the awarding agency is
required. (This 10-percent rule applies to awards over $100,000 only; however, if the total
award is less than $100,000 and the scope of the project doesn’t change, PRIOR APPROVAL
IS NOT REQUIRED))

. Change in or temporary absence of the project manager/director.

. Transfer of project.

. Successor in interest and name change agreements.

. Addition of an item to the project budget requiring prior approval.

. Retirement of special conditions, if required.

Change in period (no cost extension).

Change in the scope of the programmatic activities or purpose of the project.

NOTIFICATION

All recipients must give prompt notification in writing to the awarding agency of events or pro-
posed changes which may require an adjustment/notification. In requesting an adjustment, the
recipient must set forth the reasons and basis for the proposed change and any other data deemed
helpful for awarding agency review.
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REPROGRAMMING OF FUNDS

The movement of funds awarded under Crime Control programs from one program to another
contained in an approved State block or formula award which results in deletion or addition of a
program or change in the subrecipient must be approved by the awarding agency prior to the
expenditure of funds. The awarding agency will consider retroactive approval only in extremely
unusual circumstances. When such retroactive approval is not considered warranted, the awarding
agency will exercise its option to reduce the award by the amount of the unauthorized repro-
grammed funds.

ADDRESS CHANGES

Recipients are required to notify OJP of changes to their mailing address. Notification must be
on the recipient’s official letterhead, include the previous and new mailing addresses, list all grants
awarded to the recipient, and be signed by the official (or successor) that signed the award docu-
ment. Notification of address changes should be sent to:

OC Control Desk

Office of Justice Programs
810 7th Street, NW, 5th Floor
Washington, D.C. 20531

Recipients may obtain a listing of all grants awarded to them by contacting the OC Customer
Service Center at 1-800-458-0786, or via e-mail at askoc@ojp.usdoj.gov
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Chapter 6: Property and Equipment
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e Loss, Damage, or Theft of Equipment

* Equipment Acquired with Crime Control Act Block/Formula Funds (BJA)

» Equipment Acquired with Juvenile Justice Act (OJJDP) Formula and Victims of Crime Act
(OVCQC) Assistance (Formula) Funds

* Equipment and Non-Expendable Personal Property Acquired with Discretionary Funds
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* Federal Equipment

* Replacement of Property (Equipment and Non-Expendable Personal Property)

* Retention of Property Records
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» Copyrights
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ACQUISITION OF PROPERTY AND EQUIPMENT

Recipients/subrecipients are required to be prudent in the acquisition and management of prop-
erty with Federal funds. Expenditure of funds for the acquisition of new property, when suitable
property required for the successful execution of projects is already available within the recipient
or subrecipient organization will be considered an unnecessary expenditure.

NOTE: Equipment purchased using funds made available under Federal grants shall be year 2000
compliant and shall be able to process all time/date data after December 31, 1999.

SCREENING

Caretful screening should take place before acquiring property in order to ensure that it is needed,
with particular consideration given to whether equipment already in the possession of the recipi-
ent/subrecipient organization can meet identified needs. While there is no prescribed standard for
such review, recipient/subrecipient procedures may establish levels of review dependent on factors
such as the cost of the proposed equipment and the size of the recipient or subrecipient organiza-
tion. The establishment of a screening committee may facilitate the process; however, a recipient
or subrecipient may utilize other management techniques which it finds effective as a basis for
determining that the property is needed and that it is not already available within the recipient’s
organization.

The awarding agency’s program monitors must ensure that the screening referenced above takes
place and that the recipient/subrecipient has an effective system for property management.
Recipients/subrecipients are hereby informed that if the awarding agency is made aware that the
recipient/subrecipient does not employ an adequate property management system, project costs
associated with the acquisition of the property may be disallowed.

LOSS, DAMAGE, OR THEFT OF EQUIPMENT

Recipients/subrecipients are responsible for replacing or repairing the property which is willfully
or negligently lost, stolen, damaged, or destroyed. Any loss, damage, or theft of the property must
be investigated and fully documented and made part of the official project records.

EQUIPMENT ACQUIRED WITH CRIME CONTROL ACT BLOCK/FORMULA
FUNDS (BJA)

Equipment acquired shall be managed to ensure that the equipment is used for criminal justice
purposes. Standards and procedures governing ownership, use, management, and disposition are as
follows.

1. Title. The Omnibus Crime Control and Safe Streets Act of 1968, as amended, 42 USC
§3789, et seq., Section 808, requires that the title to all equipment and supplies purchased
with funds made available under the Crime Control Act shall vest in the criminal justice
agency or non-profit organization that purchased the property, if it provides written certifica-
tion to the State office that it will use the property for criminal justice purposes. If such writ-
ten certification is not made, title to the property shall vest in the State office, which shall
seek to have the equipment and supplies used for criminal justice purposes elsewhere in the
State prior to using it or disposing of it in any other manner.
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2. Use and Management. A subrecipient or State shall use and manage equipment in accor-
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dance with its procedures as long as the equipment is used for criminal justice purposes.

3. Disposition. When equipment is no longer needed for criminal justice purposes, a State shall

EQUIPMENT ACQUIRED WITH JUVENILE JUSTICE ACT (OJJDP) FORMULA

dispose of equipment (for both the State and subrecipients), in accordance with State proce-

dures, with no further obligation to the awarding agency.

AND VICTIMS OF CRIME ACT (OVC) ASSISTANCE (FORMULA) FUNDS

Equipment acquired under an award shall be managed to ensure that the equipment is used for
criminal justice purposes. Standards and procedures governing ownership, use, management, and

disposition are as follows.

1.

Title. Title to equipment acquired under an award or subaward will vest upon acquisition in the

recipient or subrecipient subject to the obligations and conditions set forth in 28 CFR Part 66.

Use.

a. A State shall use equipment acquired under an award by the State in accordance with
State laws and procedures. The awarding agency encourages the States to follow the pro-

cedures set forth in this Guide.

b. Other government recipients and subrecipients shall use equipment in accordance with

the following requirements:

(1) Equipment must be used by the recipient or 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 previ-

ously supported by a Federal agency.

(2) The recipient or subrecipient shall also make equipment available for use on other
projects or programs currently or previously supported by the Federal government,
providing such use does not interfere with the work on the projects or programs for

which it was originally acquired. First preference for other use shall be given to other

programs or projects supported by the awarding agency. User fees should be consid-

ered and treated as program income to the project, if appropriate.

(3) Notwithstanding program income, the recipient or subrecipient shall not use equip-
ment acquired with funds to provide services for a fee to compete unfairly with pri-
vate companies that provide equivalent services, unless specifically permitted or con-

templated by Federal statute.

(4) When acquiring replacement equipment, recipients or subrecipients may use the

equipment to be replaced as a trade-in or sell the equipment and use the proceeds to

offset the cost of the replacement equipment, subject to the written approval of the

awarding agency.
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3. Management.

a. A State shall manage equipment acquired under an award to the State in accordance with
State laws and procedures.

b. Other government recipient and subrecipient procedures for managing equipment
(including replacement), whether acquired in whole or in part with project funds, will, at
a minimum, meet the following requirements:

(1) Property records must be maintained which include:
(a) Description of the property;
(b) Serial number or other identification number;
(c) Source of the property;
(d) Identification of title holder;
(e) Acquisition date;
(f) Cost of the property;
(g) Percentage of Federal participation in the cost of the property;
(h) Location of the property;
(i) Use and condition of the property; and

(G) Disposition data, including the date of disposal and sale price.

(2) A physical inventory of the property must be taken and the results reconciled with the
property records at least once every two years.

(3) A control system must exist to ensure adequate safeguards to prevent:
(a) Loss;
(b) Damage; or
(c) Theft of the property.

Any loss, damage, or theft shall be investigated by the recipient and subrecipient, as
appropriate.

(4) Adequate maintenance procedures must exist to keep the property in good condition.

(5) If the recipient or subrecipient is authorized or required to sell the property, proper
sales procedures must be established to ensure the highest possible return.
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4. Disposition.

a. A State recipient shall dispose of its equipment acquired under an award to the State in
accordance with State laws and procedures.

b. Other government recipients and subrecipients shall dispose of the equipment when orig-
inal or replacement equipment acquired under the award or subaward is no longer needed
for the original project or program, or for other activities currently or previously sup-
ported by a Federal agency. Disposition of the equipment will be made as follows:

(1) Items with a current per unit fair market value of less than $5,000 may be retained,
sold, or otherwise disposed of with no further obligation to the awarding agency.

(2) Items with a current per unit fair market value in excess of $5,000 may be retained or
sold, and the awarding agency shall have a right to an amount calculated by multiply-
ing the current market value or proceeds from sale by the awarding agency’s share of
the equipment. Seller is also eligible for sale costs.

(3) In cases where a recipient or subrecipient fails to take appropriate disposition actions,
the awarding agency may direct the recipient or subrecipient to take other disposition
actions. :

EQUIPMENT AND NON-EXPENDABLE PERSONAL PROPERTY ACQUIRED
WITH DISCRETIONARY FUNDS

1.

Title. Title to equipment acquired with Federal funds will vest upon acquisition in the recip-
ient subject to the obligations and conditions set forth in 28 CFR Part 66 for State and local
units of government, and in 28 CFR Part 70 for other recipients.

Use. A State shall use equipment acquired under an award by the State in accordance with
State laws and procedures.

Local government recipients shall use equipment in accordance with the requirements con-
tained in the section “EQUIPMENT ACQUIRED WITH JUVENILE JUSTICE ACT
(ODP) FORMULA AND VICTIMS OF CRIME ACT (OVC) ASSISTANCE
(FORMULA) FUNDS.”

Other recipients shall use non-expendable 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. When no longer needed for the original project or program,
the recipients shall use the non-expendable personal property in connection with its other
Federally sponsored activities in the following order of priority:

a. Other projects of the awarding agency needing the property.

b. Grants of a State needing the property.

c. Projects of other Federal agencies needing the property.
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3. Management.

56

a.

A State shall manage its equipment acquired under an award in accordance with State
laws and procedures.

Local government recipients and subrecipients shall manage equipment in accordance
with requirements stated in the section “EQUIPMENT ACQUIRED WITH JUVENILE
JUSTICE ACT (OJJDP) FORMULA AND VICTIM OF CRIME ACT (OVC)
ASSISTANCE (FORMULA) FUNDS.”

Other recipients’ property management standards for non-expendable personal property
shall include the following procedural requirements:

(1) Property records shall be maintained accurately and include:
(a) A description of the property;

(b) Manufacturer’s serial number, model number, Federal stock number, or other iden-
tification number;

(c) Source of the property, including the award number;
(d) Whether title vests in the recipient or the Federal government;

(e) Acquisition date (or date received, if the property was furnished by the Federal
government) and cost;

(f) 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);

(g) Location, use, and condition of the property at the date the information was
reported;

(h) Unit acquisition cost; and

(i) 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-sponsoring agency for its share.

(2) A physical inventory of property shall be taken and the results reconciled with the
property records at least once every two years. Any differences between quantities
determined by the physical inspection and those shown in the accounting records shall
be investigated to determine the causes of the difference. The recipient shall, in con-
nection with the inventory, verify the existence, current utilization, and continued
need for the property.
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(3) A control system shall be in effect to ensure adequate safeguards to prevent loss, dam-
age, or theft of the property. Any loss, damage, or theft of non-expendable property
shall be investigated and fully documented. If the property was owned by the Federal
government, the recipient shall promptly notify the Federal agency.

(4) Adequate maintenance procedures shall be implemented to keep the property in good
condition.

(5) Where the recipient is authorized or required to sell the property, proper sales proce-
dures shall be established which would provide for competition to the extent practica-
ble and result in the highest possible return.

4. Disposition.

a.

A State shall dispose of its equipment acquired under the award by the State in accor-
dance with State laws and procedures.

Local government recipients and subrecipients shall follow the disposition requirements in
the section “EQUIPMENT ACQUIRED WITH JUVENILE JUSTICE ACT (OJJDP)
FORMULA AND VICTIM OF CRIME ACT (OVC) ASSISTANCE (FORMULA)
FUNDS”

Other recipients shall adhere to the following disposition requirements for non-expend-
able personal property:

(1) A recipient may use non-expendable personal property with a fair market value of less
than $5,000 for other activities without reimbursement to the Federal government, or
may sell the property and retain the proceeds.

(2) A recipient may retain non-expendable personal property with a fair market value of
$5,000 or more for other uses provided that compensation is made to the awarding
agency or its successor. The amount of compensation shall be computed 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 the recipient has no need for the
property and the property has further use value, the recipient shall request disposition
instructions from the awarding agency. The awarding agency shall determine whether
the property can be used to meet the agency’s requirements. If no requirement exists
within that agency, the availability of the property shall be reported to the General
Services Administration by the Federal agency to determine whether a requirement
for the property exists in other Federal agencies. The awarding agency shall issue
instructions to the recipient no later than 120 days after the recipient’s request, and the
following procedures shall govern:

(a) If so instructed, or if disposition instructions are not issued within 120 calendar
days after the recipient’s request, the recipient shall 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. However, the recipient
shall be permitted to deduct and retain from the Federal share $100 or 10 percent
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5.

of the proceeds, whichever is greater, for the recipient’s selling and handling
expenses.

(b) If the recipient is instructed to ship the property to other agencies needing the
property, the recipient shall be reimbursed by the benefiting Federal agency with
an amount computed by applying the percentage of the recipient’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.

(c) If the recipient is instructed to otherwise dispose of the property, the recipient
shall be reimbursed by the awarding agency for such costs incurred in its
disposition.

Transfer of Title. The awarding agency may reserve the right to transfer title to property:
acquired with Federal funds that have a fair market value of $5,000 or more to the Federal
government or a third party named by the awarding agency, when such a third party is other-
wise eligible under existing statutes. Such transfers are subject to the following standards:

a. The property must be identified in the award or otherwise made known to the recipient in
writing.

b. The awarding agency shall 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 recip-
ient shall follow standards set in 28 CFR Parts 66 and 70.

c. When title to property is transferred, the recipient shall be paid an amount calculated by
applying the percentage of participation in the purchase to the current fair market value
of the property.

REAL PROPERTY ACQUIRED WITH FORMULA FUNDS

1.

2.
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Land Acquisition. Block/formula funds CANNOT be used for land acquisition.

Title. Subject to the obligations and conditions set forth in the award, title to real property
acquired under an award or subaward vests, upon acquisition, in the recipient or subrecipient.

Use of Real Property. The recipient and its subrecipients may use real property acquired, in
whole or in part, with Federal funds for the authorized purposes of the original grant or sub-
award as long as needed for that purpose. The subrecipients shall maintain an inventory report
which identifies real property acquired, in whole or in part, with block or formula funds. The
recipient or subrecipient shall not dispose of or encumber its title or other interests.

Disposition. The subrecipient shall obtain approval for the use of the real property in other
projects when the subrecipient determines that the real property is no longer needed for the
original grant purposes. Use in other projects shall be limited to those under other Federally
sponsored projects or programs that have purposes consistent with those authorized for sup-
port by the State. When the real property is no longer needed as provided above, the subre-
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cipient shall request disposition instructions from the State. The State shall exercise one of the
following:

a. 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.

b. Return all real property furnished or purchased wholly with Federal funds to the control
of the awarding agency. 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. The Federal share of the property shall be computed by
applying 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. In those
instances where the subrecipient does not wish to purchase real property originally pur-
chased in part with Federal funds, disposition instructions shall be obtained from the
awarding agency.

REAL PROPERTY ACQUIRED WITH DISCRETIONARY FUNDS

1.

2.

Land Acquisition. Discretionary funds CANNOT be used for land acquisition.

Title. Subject to obligations and conditions set forth in 28 CFR Parts 66 and 70, title to real
property acquired under an award vests upon acquisition with the recipient.

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

Disposition. The recipient shall follow the same principles and standards as outlined for sub-
recipients, except the recipient shall request disposition instructions from the Federal agency,
not the State.

Transfer of Title. With regard to the transfer of title to the awarding agency or to a third-
party designated/approved by the awarding agency, the recipient or subrecipient shall be paid
an amount calculated by applying the recipient’s or subrecipient’s percentage of participation
in the purchase of the real property to the current fair market value of the property.

FEDERAL EQUIPMENT

In the event a recipient or subrecipient is provided Federally owned equipment, the following
requirements apply:

1.

Title remains vested in the Federal government.

Recipients or subrecipients shall manage the equipment in accordance with the
awarding agency’s rules and procedures and submit an annual inventory listing.

When the equipment is no longer needed, the recipient or subrecipient shall request dis-
position instructions from the awarding agency.
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REPLACEMENT OF PROPERTY (EQUIPMENT AND NON-EXPENDABLE
PERSONAL PROPERTY)

When an item of property is no longer efficient or serviceable but the recipient/subrecipient con-
tinues to need the property in its criminal justice system, the recipient/subrecipient may replace
the property through trade-in or sale and subsequent purchase of new property, provided the fol-
lowing conditions are met:

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

2. Credits. Value credited for the property, if the property is traded in, must be related to its fair
market value.

3. Time. Purchase of replacement property must take place soon enough after the sale of the
property to show that the sale and the purchase are related.

4. Compensation. When acquiring replacement property, the recipient/subrecipient may use
the property to be replaced as a trade-in or the proceeds from the sale of the property to oft-
set the cost of the new property.

5. Prior Approval. State subrecipients shall 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

Records for equipment, non-expendable personal property, and real property shall be retained for
a period of three years from the date of the disposition or replacement or transfer at the discre-
tion of the awarding agency. If any litigation, claim, or audit is started before the expiration of the
three-year period, the records shall be retained until all litigations, claims, or audit findings involv-
ing the records have been resolved.

SUPPLIES

1. Title. Title to supplies acquired under an award or subaward vests, upon acquisition, in the
recipient or subrecipient, respectively.

2. Disposition. If there is a residual inventory of unused supplies exceeding $5,000 in total
aggregate fair market value upon termination or completion of the funding support and the
supplies are not needed for any other Federally sponsored programs or projects, the recipient
or subrecipient shall compensate the awarding agency for its share. The amount of compensa-
tion shall be computed in the same manner as for non-expendable personal property or
equipment.
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COPYRIGHTS

The awarding agency reserves a royalty-free, non-exclusive, and irrevocable license to reproduce,
publish, or otherwise use, and authorize others to use, for Federal government purposes:

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

2. Any rights of copyright to which a recipient or 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. Unless there is a prior agreement between the recipient and the
awarding agency on disposition of such items, the awarding agency shall determine whether pro-
tection on the invention or discovery shall be sought. The awarding agency will also determine
how rights in the invention or discovery (including rights under any patents issued thereon) shall
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 FR 16839).
Government-wide regulations have been issued at 37 CFR Part 401 by the Department of
Commerce.
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BACKGROUND

Allowable costs are those costs identified in the circulars and in the grant program’s authorizing
legislation. In addition, costs must be reasonable, allocable, necessary to the project, and comply
with the funding statute requirements. A discussion of certain elements of cost follows.

COMPENSATION FOR PERSONAL SERVICES

2.

Two or More Federal Grant Programs. Where salaries apply to execution of two or more
grant programs or cost activities, proration of costs to each activity must be made based on
time and/or effort reports. In cases where two or more grants constitute one identified activ-
ity or program, salary charges to one grant may be allowable after written permission is
obtained from the awarding agency. Salary supplements including severance provisions and
other benefits with non-Federal funds, are prohibited without approval of the awarding
agency. (Refer to OMB Circular A-87, Attachment B, OMB Circular A-122, or OMB
Circular A-21.)

Extra Wdrk.

a. A State or local government employee may be employed by a recipient or subrecipient, in
addition to his or her full-time job, provided the work is performed on the employee’s
own time and:

(1) The compensation is reasonable and consistent with that paid for similar work in
other activities of State or local government;

(2) The employment arrangement is approved and proper under State or local regulations
(e.g., no conflict of interest); and

(3) The time and/or services provided are supported by adequate documentation.

b. To avoid problems arising from overtime, holiday pay, night differential, or related payroll
regulations, such employment arrangements should normally be made directly by the
recipient or subrecipient with the individual, unless there has been a transfer or loan of
the employee for which his/her regular and overtime services provided are to be charged
to or reimbursed by the recipient or subrecipient. Overtime and night differential pay-
ments are allowed only to the extent that payment for such services is in accordance with
the policies of the State or unit(s) of local government and has the approval of the State
or the awarding agency, whichever is applicable.

NOTE: The overtime premium should be prorated among the jobs and not charged excluéively
to the awarding agency funds.
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c. Payment of these premiums will be for work performed by award or subaward employees
in excess of the established work week (usually 40 hours). Executives, such as the
President or Executive Director of an organization, may not be reimbursed for overtime
or compensatory time under grants and cooperative agreements. Payment of continued
overtime is subject to periodic review by the awarding agency.
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3. Award Purposes and Dual Compensation. Charges of the time of State and local gov-
ernment employees assigned to assistance programs may be reimbursed to the extent they are
directly and exclusively related to the award or proper for inclusion in the indirect cost base.

NOTE: In no case is dual compensation allowable. That is, an employee of a unit of government
may not receive compensation from his/her unit or agency of government AND from an award
for a single period of time (e.g., 1 p.m. to 5 p.m.), even though such work may benefit both
activities.

CONFERENCES AND WORKSHOPS
Allowable costs may include:

» Conference or meeting arrangements;

*  Publicity;

* Registration;

* Salaries of personnel;

e Rental of staff offices;

* Conference space;

* Recording or translation services;

* Postage;

» Telephone charges;

»  Travel expenses (this includes transportation and subsistence for speakers or participants);
and

* Lodging.

Effective January 1, 2001, all OJP funded contracts for events that include lodging for 30 or more
participants must not exceed the Federal per diem rate for lodging. In the event the lodging rate
is not the Federal per diem rate or less, none of the lodging costs associated with the event would
be allowable costs to the award. As a result, the recipient would be required to pay for all lodging
costs for the event, not just the amount in excess of the Federal per diem. For example, if the
Federal per diem for lodging is $78 per night, and the event lodging rate is $100 per night, the
recipient must pay the full $100 per night with non-grant funds, not just the difference of $22
per night.

FOOD AND BEVERAGES

Food and/or be?erage expenses provided by recipients are allowable subject to conditions stated
below:

* Food and/or beverages are provided to participants at training sessions, meetings, or con-
ferences that are allowable activities under the particular OJP program guidelines.

» Expenses incurred for food and/or beverages and provided at training sessions, meetings,
or conferences must satisfy the following three tests:

Test 1—The cost of the food and/or beverages provided are considered to be reasonable.
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Test 2—The food and/or beverages provided are subject of a work-related event.

Test 3—The food and/or beverages provided are not related directly to amusement
and/or social events. (Any event where alcohol is being served is considered a
social event; and, therefore, costs associated with that event are not allowable.)

* The recipient adheres to the applicable deﬁmtlons for food and beverages contained in
the Financial Guide Glossary.

Each recipient that desires to purchase food and/or beverages under a grant, or contract under a
grant, should follow the food and beverage policy guidelines. Guidance should be applied within
the context of each individual situation. While food and/or beverages are allowable, rec1p1ents are

not required to provide them at training sessions, meetings, or conferences.

NOTE: The presence of Federal employees does not prevent the recipient from providing food
and beverages under its three tests.

To determine whether costs associated with food and/or beverages are allowable, the recipient or
sub-recipient providing the food and/or beverages must consider:

1. To whom the food and/or beverages will be provided;

2. Under what conditions the food and/or beverages will be provided; and

3. That the appropriate three tests have been satisfied.

For example:

Example a. A recipient-sponsored event is held at the L’Enfant Plaza Hotel to discuss policy
topics. The event includes a working lunch with a speaker and breaks at which food
and beverages are offered. Federal agency employees, as well as employees of the

recipient and non-agency persons, are invited.

This scenario meets all components of the three tests; therefore, food and beverages may be pro-
vided with grant funds.

Example b. A recipient offers a “hospitality suite” the night before its conference at the UEnfant
Plaza Hotel. Federal agency employees, as well as employees of the recipient and
non-agency persons, are invited.

This scenario fails the three tests because food and beverages must not be directly related to

amusement or social events. Although the conference is work-related, the hospitality suite is

purely a “social event.” Therefore, food and beverages may not be provided with grant funds.

NOTE: Food and beverage costs for events within events may be unallowable. For example:

Unallowable—Event A includes 200 participants. Food and beverages are requested for event B,
which directly relates to event A, but includes only a small percentage of the 200 participants
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from event A. Thus, food and beverage costs at event B are unallowable since attendance at the
event is not mandatory for all participants from events A and B.

Allowable—If the purpose of event B is to discuss or work on topics unrelated to event A, food
and beverage costs may be allowable for event B.

Federal funds are governed by the “cost principles” of the Office of Management and Budget
(OMB). Cost principles are the Federal rules that determine the extent of reimbursement of grant
expenses. Generally, allowable costs include costs that are reasonable and necessary for the success-
ful completion of the project. Unallowable costs include, but are not limited to, costs
directly related to entertainment or to the purchase of alcohol. The cost principles are
outlined in Part I, Chapter 2 of this Guide.
NOTE: Anyone under per diem allowances or reimbursements who attends any of these events at
which food and beverages are provided must deduct the cost of any meals (i.e. lunch, dinner) pro-
vided from his/her per diem allowances.
The top ten tips for provisions of food and beverages under OJP grants are as follows:

1. Provide a speaker at a lunch or dinner.

2. Support the event with a formal agenda.

3. The event must be mandatory for all participants.

4. Do not pay for bar charges using registration fees (i.e. program income).

5. Do not make alcohol available at the event.

6. Provide appropriate break foods. (Refer to the Glossary for definition of break foods.)

7. Surrounding events must provide several hours of substantive information.

8. Do not end events with a meal and/or break.

9. Costs must be reasonable.
10. As a participant, reduce per diem appropriately.
NOTE: Exhibits are not deemed substantive information.

TRAVEL

Travel costs are allowable as expenses by employees who are in travel status on official business.
These costs must be in accordance with Federal or an organizationally approved travel policy.

1. Domestic Travel. Recipients may follow their own established travel rates. However, the
Office of the Comptroller reserves the right to determine the reasonableness of those rates. If
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a recipient does not have a written travel policy, the recipient must abide by the Federal travel
policy. Subrecipients of States must follow their State’s established travel policy. If a State does
not have an established travel policy, the subrecipient must abide by the Federal travel rates.
The current travel policy and per diem rate information is available at the GSA website
http://www.gsa.gov.

Foreign Travel. This includes any travel outside of Canada and the United States and its ter-
ritories and possessions; however, for a recipient or subrecipient located outside Canada and
the United States and its territories and possessions, foreign travel means travel outside that
country. Prior approval is required for all foreign travel (see page 108).

SPACE

The cost of space in privately- or publicly-owned buildings used for the benefit of the program is
allowable subject to the conditions stated below:
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* The total cost of space may not exceed the rental cost of comparable space and facilities
in a privately-owned building in the same locality.

* The cost of space procured for program usage may not be charged to the program for
periods of non-occupancy without authorization of the Federal awarding agency.

Rental Cost. The rental cost of space in a privately-owned building is allowable. Rent can-
not be paid if the building is owned by the grantee or if the grantee has a substantial financial
interest in the property. However, the cost of ownership is an allowable expense. Similar costs
for a publicly-owned building are allowable where “rental rate” systems, or equivalent systems
that adequately reflect actual costs, are employed.

Such charges must be determined on the basis of actual cost (including depreciation based
on the useful life of the building, operation and maintenance, and other allowable costs).
Where these costs are included in rental charges, they may not be charged elsewhere. No
costs will be included for purchases or construction that were originally financed by the
Federal government.

Maintenance and Operation. The cost of utilities, insurance, security, janitorial services,
elevator service, upkeep of grounds, normal repairs and maintenance, and the like are allow-
able to the extent they are not otherwise included in rental or other charges for space.

Rearrangements and Alterations. Costs incurred for rearrangement and alteration of facil-
ities required specifically for the award program,or those that materially increase the value or
useful life of the facility, are allowable when specifically approved by the awarding agency.

Depreciation and Use Allowances on Publicly Owned Buildings. Depreciation or a
use allowance on idle or excess facilities is NOT ALLOWABLE, except when specifically
authorized by the Federal awarding agency.

Occupancy of Space Under Rental-Purchase or a Lease with Option-to-Purchase
Agreement. The cost of space procured under such arrangements is allowable when specifi-
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cally approved by the awarding agency. This type of arrangement may require application of
special matching share requirements under construction programs.

PRINTING

Printing shall be construed to include and apply to the process of composition, plate-making,
presswork, binding, and microfilm; the equipment, as classified in the tables in Title II of the
Government Printing and Binding Regulations, published by the Joint Committee on Printing,
Congress of the United States, and as used in such processes; or the end items produced by such
processes and equipment. Pursuant to the Government Printing and Binding Regulations, no
project may be awarded primarily or substantially for the purpose of having material printed for
the awarding agency. The Government Printing and Binding R egulations allow:

1. Issuance. The issuance of a project for the support of non-government publications, pro-
vided such projects were issued pursuant to an authorization of law and were not made pri-
marily or substantially for the purpose of having material printed for the awarding agency:.

2. Publications by Recipients/Subrecipients. The publication of findings by recipients/sub-
recipients within the terms of their project provided that such publication is not primarily or
substantially for the purpose of having such findings printed for the awarding agency.

PUBLICATION

Publication shall be construed as the initiation of the procurement of writing, editing, preparation
of related illustration material, including videos, from recipients/subrecipients, or the internal
printing requirements of the recipient/subrecipient necessary for compliance with the terms of
the project. However, individuals are authorized to make or have made by any means available to
them, without regard to the copyright of the journal and without royalty, a single copy of any
such article for their own use.

Project Directors are encouraged to make the results and accomplishments of their activities avail-
able to the public. A recipient/subrecipient who publicizes project activities and results shall adhere
to the following:

1. Responsibility for the direction of the project activity should not be ascribed to the awarding
agency. The publication shall include the following statement: “The opinions, findings, and
conclusions or recommendations expressed in this publication/program/exhibition are those
of the author(s) and do not necessarily reflect the views of the Department of Justice.” The
receipt of awarding agency funding does not constitute official recognition or endorsement of
any project. A separate application for Official Recognition may be filed with the awarding
agency.

2. All materials publicizing or resulting from award activities shall contain an acknowledgement
of the awarding agency assistance. An acknowledgement of support shall be made through use
of the following or comparable footnote: “This project was supported by Award No.

awarded by the (name of specific office/bureau), Office of Justice Programs.” If
the awarding agency is not OJP, language should reflect the proper agency name. The
Americans with Disabilities Act (ADA) technical assistance grant program and the Office of
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Special Counsel for Immigration Related Unfair Employment Practices (OSC) grant program
are awarded through the Civil Rights Division, DOJ.

3. A recipient/subrecipient is expected to publish or otherwise make widely available to the
public, as requested by the awarding agency, the results of work conducted or produced under
an award.

4. All publication and distribution agreements with a publisher shall include provisions giving
the Federal government a royalty-free, non-exclusive, and irrevocable license to reproduce,
publish, or otherwise use and to authorize others to use the publication for Federal govern-
ment purposes. (See Copyrights section of Part III, Chapter 6 of this Guide.) The agreements
with a publisher should contain information on the awarding agency requirements.

5. Unless otherwise specified in the award, the recipient/subrecipient may copyright any books,
publications, films, or other copyrightable material developed or purchased as a result of
award activities. Copyrighted material shall be subject to the same provisions of the Federal
government.

6. The recipient/subrecipient shall be permitted to display the official awarding agency logo in
connection with the activities supported by the award. In this respect, the logo shall appear in
a separate space, apart from any other symbol or credit.

The words “Funded/Funded in part by OJP” shall be printed as a legend, either below or
beside the logo, each time it is displayed. Use of the logo must be approved by the awarding
agency.

7. The recipient/subrecipient shall submit a publication and distribution plan to the awarding
agency before materials developed under an award are commercially published or distributed.
The plan shall include a description of the materials, the rationale for commercial publication
and distribution, the criteria to be used in the selection of a publisher, and, to assure reason-
able competition, the identification of firms that will be approached. Prior agency approval of
this plan is required for publishing project activities and results when Federal funds are used
to pay for the publication.

DUPLICATION

A requirement for a recipient/subrecipient to duplicate less than 5,000 units of only one page, or
less than 25,000 units in the aggregate of multiple pages, of its findings for the awarding agency
will not be deemed to be printing primarily or substantially for the awarding agency (e.g., 5,000
copies of five pages, etc.). For the purpose of this paragraph, such pages may not exceed a maxi-
mum image size of 10 3/4" by 14 1/4".

PRODUCTION
A requirement for a recipient/subrecipient to produce less than 250 duplicates from original

microfilm will not be deemed to be printing primarily or substantially for the awarding agency.
Microfilm is defined as one roll of microfilm 100 feet in length or one microfiche.
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OTHER ALLOWABLE COSTS

1.

Software development. This is an allowable cost and may be expensed in the period
incurred with no dollar limitation.

Depreciation. This is an allowable cost and an accelerated method should not be used.

Post-employment benefits. These are allowable costs if funded in accordance with actuar-
ial requirements. Funds must be paid within six months of recordation.

Technology awards. These are allowable costs and the drawdown of funds may be prohib-
ited until the State Information Technology Point of Contact person has received written
notification of the project and a Grant Adjustment Notice (GAN) has been issued by the
awarding agency.
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Chapter 8: Confidential Funds

HIGHLIGHTS OF CHAPTER:

* Approval Authority
¢ Confidential Funds Certification
*  Weritten Procedures
¢ Informant Files
* RISS Program
* Accounting and Control Procedures
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These provisions apply to all awarding agency professional personnel, recipients, and subrecipients
involved in the administration of grants containing confidential funds. Confidential funds are those
monies allocated to:

* Purchase of Services (P/S). This category includes travel or transportation of a non-~
Federal officer or an informant; the lease of an apartment, business front, luxury-type
automobiles, aircraft or boat, or similar effects to create or establish the appearance of
affluence; and/or meals, beverages, entertainment, and similar expenses (including buy
money and flash rolls, etc.) for undercover purposes, within reasonable limits.

» Purchase of Evidence (P/E). This category is for the purchase of evidence and/or con-
traband, such as narcotics and dangerous drugs, firearms, stolen property, counterfeit tax
stamps, etc., required to determine the existence of a crime or to establish the identity of a
participant in a crime.

* Purchase of Specific Information (P/I). This category includes the payment of
monies to an informant for specific information. All other informant expenses would be
classified under P/S and charged accordingly.

These funds should only be allocated when:
1. The particular merits of a program/investigation warrant the expenditure of these funds.
2. Requesting agencies are unable to obtain these funds from other sources.

Confidential funds are subject to prior approval. Such approval will be based on a finding that
they are a reasonable and necessary element of project operations. In this regard, the approving
agency must also ensure that the controls over disbursement of confidential funds are adequate to
safeguard against the misuse of such funds.

APPROVAL AUTHORITY

The APPROVING AUTHORITY for the ALLOCATION of confidential funds is:

1. The awarding agency for block/formula grantees and categorical grantees (including
Regional Information Sharing System (RISS) program projects).

2. The recipient agency for block/formula subrecipients.

CONFIDENTIAL FUNDS CERTIFICATION

A signed certification that the Project Director has read, understands, and agrees to abide by
these provisions is required from all projects that are involved with confidential funds from

either Federal or matching funds. The signed certification must be submitted at the time of grant
application.
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SAMPLE
CONFIDENTIAL FUNDS CERTIFICATION

This is to certify that I have read, understand, and agree to abide by all of the conditions for con-
fidential funds as set forth in the eftective edition of OJP’s Financial Guide.

Date: Signature:
Project Director

Grant No.

WRITTEN PROCEDURES

Each project and RISS member agency authorized to disburse confidential funds must develop
and follow internal procedures which incorporate the following elements listed below. Deviations
from these elements must receive prior approval of the awarding agency.

1. Imprest Fund. The funds authorized will be established in an imprest fund which is con-
trolled by a bonded cashier.

2. Advance of Funds. The supervision of the unit to which the imprest fund is assigned must
authorize all advances of funds for the purchase of information. Such authorization must
specify the information to be received, the amount of expenditures, and the assumed name of
informant.

3. Informant Files. Information files are confidential files of the true names, assumed names,
and signatures of all informants to whom payments of confidential expenditures have been
made. To the extent possible, pictures and/or fingerprints of the information payee should also
be maintained. In the RISS program, the informant files are to be maintained at the member
agencies only. Project Headquarters may maintain case files.

4. Cash Receipts.

a. The cashier shall receive from the agent or officer authorized to make a confidential pay-
ment a receipt for cash advanced to him/her for such purposes.

b. The agent or officer shall receive from the information payee a receipt for cash paid to
him/her.
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SAMPLE
INFORMANT PAYEE RECEIPT

For and in consideration of the sale and delivery to the State, County, or City of

of information or evidence identified as follows:

I hereby acknowledge receipt of $§ (numerical and word amount entered by payee) paid to me by
the State, County, or City of

Date: Payee:

(Signature)

Case Agent/Officer:

(Signature)

Witness:

(Signature)

Case or Reference:

5. Receipt for Purchase of Information. An information payee receipt shall identify the
exact amount paid to and received by the information payee on the date executed.
Cumulative or anticipatory receipts are not permitted. Once the receipt has been completed,
no alteration is allowed. The agent shall prepare an information payee receipt containing
the following information:

a. The jurisdiction initiating the payment;

b. A description of the information/evidence received;

c. The amount of payment, both in numerical and word form;

d. The date on which the payment was made;

e. The signature of the informant payee;

f. The signature of the case agent or officer making payment;

g. The signature of at least one other officer witnessing the payment; and

h. The signature of the first line supervisor authorizing and certifying the payment.

6. Review and Certification. The signed receipt from the informant payee with a memoran-
dum detailing the information received shall be forwarded to the agent or officer in charge.
The agent or officer in charge shall compare the signatures. He/she shall also evaluate the
information received in relation to the expense incurred and his/her evaluation remarks in
the report of the agency or officer who made the expenditure from the imprest fund. The
certification will be witnessed by the agent or officer in charge on the basis of the report and
information payee’s receipt.
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Reporting of Funds. Each project shall prepare a reconciliation report on the imprest fund
on a quarterly basis. Information to be included in the reconciliation report will be the
assumed name of the informant given and to what extent this informant contributed to the
investigation. Grantees shall retain the reconciliation report in their files and have it available
for review. Subrecipients shall retain the reconciliation report in their files and have it available
for review unless the State agency requests that the report be submitted to them on a quar-
terly basis.

Record and Audit Provisions. Each project and member agency must maintain specific
records of each confidential fund transaction. At a minimum, these records must consist of all
documentation concerning the request for funds, processing (should include the review and
approval/disapproval), modifications, closure or impact material, and receipts and/or other
documentation necessary to justify and track all expenditures. Refer to the documentation
under “Informant Files” below for a list of documents which should be in the informant files.
In projects where grant funds are used for confidential expenditures, it will be understood
that all of the above records are subject to the record retention requirements and audit provi-
sions of the awarding agency and program legislation. However, only under extraordinary and
rare circumstances would such access include a review of the true name of confidential infor-
mants. When access to the true name of confidential informants is necessary, appropriate steps
to protect this sensitive information must and will be taken by the recipient, awarding agency,
and auditing agency. Any such access, other than under a court order or subpoena pursuant to
a bona fide confidential investigation, must be approved by both the OJP program office head
and the Comptroller.

INFORMANT FILES

1.

Security. A separate file should be established for each informant for accounting purposes.
Informant files should be kept in a separate and secure storage facility, segregated from any
other files, and under the exclusive control of the office head or an employee designated by
him/her. The facility should be locked at all times when unattended. Access to these files
should be limited to those employees who have a necessary legitimate need. An informant file
should not leave the immediate area, except for review by a management official or the han-
dling agent, and should be returned prior to the close of business hours. Sign-out logs should
be kept indicating the date, information number, time in and out, and the signature of the
person reviewing the file.

2. Documentation. Each file should include the following information:

a. Informant Payment Record, kept on top of the file. This record provides a summary of
informant payments.

b. Informant Establishment Record, including complete identifying and locating data, plus
any other documents connected with the informant’s establishment.

c. Current photograph and fingerprint card (or FBI/State Criminal Identification Number).

d. Agreement with cooperating individual.
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Receipt for Purchase of Information.
Copies of all debriefing reports (except for the Headquarters case file).

Copies of case initiation reports bearing on the utilization of the informant (except for
the Headquarters case file).

Copies of statements signed by the informant (unsigned copies will be placed in appropri-
ate investigative files).

Any administrative correspondence pertaining to the informant, including documentation
of any representations made on his behalf or any other non-monetary considerations

furnished.

Any deactivation report or declaration of an unsatisfactory informant.

RISS PROGRAM

1. Processing Procedures.
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Authorization of Disbursement. The project policy board establishes the maximum
level the Project Director may authorize in disbursements to member agencies. The
Project Director, or his designee, may authorize payment of funds to member agencies
and their officers for the purchase of information and evidence up to this maximum level.
The Project Director must refer all requests for amounts in excess of the maximum level
to the project policy board for review and approval.

Request of Funds. Any member agency requesting funds from the project will do so in
writing. The request must contain the amount needed, the purpose of the funds, and a
statement that the funds requested are to be used in furtherance of the project’s objectives.
Additionally, the agency must provide a statement agreeing to establish control, account-
ing, and reporting procedures which closely resemble the procedures outlined in this
chapter.

Processing the Request. The Project Director, or his designee when appropriate, will
approve or disapprove the request. If approved, the request will be forwarded to the pro-
ject cashier who will record the request and transmit the monies, along with a receipt
form, to the member agency. Upon receipt of the monies, the member agency will imme-
diately sign and return the receipt form to the cashier.

Records. For all transactions involving the purchase of information, each project must
maintain on file the assumed name and signature of all informants to whom member
agencies make payments from project funds.

Processing the Informant Payee Receipt. The original signed informant payee
receipt, with a summary of the information received, will be forwarded to the project by
the member agency. The project will then authenticate the receipt by comparing the sig-
nature of the informant payee on the receipt with the signature maintained by the project
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in a confidential file. If discrepancies exist, the Project Director, or his/her designee, will
take immediate steps to notify the member agency and ascertain the reason(s) for the dis-
crepancies. The member agency must forward written justification to address the discrep-
ancies of the project. If satisfactory, the justification will be attached to the informant
payee receipt.

2. Informant Management and Utilization. All persons who will be utilized as informants
should be established as such. The specific procedures required in establishing a person as an
informant may vary from jurisdiction to jurisdiction but, at 2 minimum, should include the
following:

a.

b.

Assignment of an informant code name to protect the informant’s identity.

Creation of an informant code book controlled by the office head or his/her designee
containing;:

(1) Informant’s code name;

(2) Type of informant (i.e., informant, defendant/informant, restricted-use informant);
(3) Informant’s true name;

(4) Name of establishing law enforcement officer;

(5) Date the establishment is approved; and

(6) Date of deactivation.

Establishment of each informant file in accordance with Documentation, Item 2, under
Informant Files.

Review of all active status informant files on a quarterly basis to assure they contain all
relevant and current information. Where a MATERIAL fact that was earlier reported on
the Establishment Record is no longer correct (e.g., a change in criminal status, means of
locating him/her, etc.), a supplemental establishing report should be submitted with the
correct entry.

A search of all available criminal indices for informants being established. If a verified FBI
number is available, request a copy of the criminal records from the FBI. Where a verified
FBI number is not available, the informant should be fingerprinted, with a copy sent to
the FBI and appropriate State authorities for analysis. The informant may be utilized on a
provisional basis while awaiting a response from the FBI.

3. Payment to Informants.

a.

Any person who is to receive payments charged against PE/PI funds should be estab-
lished as an informant. This includes persons who may otherwise be categorized as
sources of information or informants under the control of another agency. The amount
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of payment should be commensurate with the value of services and/or information pro-
vided and should be based on the following factors:

(1) The level of the targeted individual, organization, or operation;

(2) The amount of the actual or potential seizure; and

(3) The significance of the contribution made by the informant to the desired objectives.
There are various circumstances in which payments to informants may be made:

(1) Payments for Information and/or Active Participation. When an informant
assists in developing an investigation, either through supplying information or
actively participating in it, he/she may be paid for his/her service either in a lump
sum or in staggered payments. Payments for information leading to a seizure, with
no defendants, should be held to 2 minimum.

(2) Payment for Informant Protection. When an informant needs protection, law
enforcement agencies may absorb the expenses of relocation. These expenses may
include travel for the informant and his/her immediate family, movement and/or stor-
age of household goods, and living expenses at the new location for a specific period
of time (not to exceed six months). Payments for these expenses may be either lump
sum or as they occur and should not exceed the amounts authorized by law enforce-
ment employees for these activities.

(3) Payments to Informants of Another Agency. To use or pay another agency’s
informant, he/she should be established as an informant. These payments should not
be a duplication of a payment from another agency; however, sharing a payment is
acceptable.

Documentation of payments to informants is critical and should be accomplished on a
receipt for purchase of information. Payment should be made and witnessed by two law
enforcement officers and authorized payment amounts should be established and reviewed
by at least the first line supervisory level. In unusual circumstances, a non-officer employee
or an officer of another law enforcement agency may serve as a witness. In all instances,
the original signed receipt must be submitted to the Project Director for review and
recordkeeping.

ACCOUNTING AND CONTROL PROCEDURES

Special

accounting and control procedures should govern the use and handling of confidential

expenditures as described below:

1. It is important that expenditures which conceptually should be charged to PE/PI/PS are in
fact so charged. It is only in this manner that these funds may be properly managed at all lev-
els and accurate forecasts of projected needs be made.
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Each law enforcement entity should apportion its PE/PI/PS allowance throughout its juris-
diction and delegate authority to approve PE/PI/PS expenditures to those offices, as it deems

appropriate.

Headquarters management should establish guidelines authorizing offices to spend up to a
predetermined limit of their total allowance on any one investigation.

In exercising his/her authority to approve these expenditures, the supervisor should consider:
a. The significance of the investigation;
b. The need for this expenditure to further that investigation; and

c. Anticipated expenditures in other investigations. Funds for PE/PI/PS expenditures should
be advanced to the officer for a specific purpose. If they are not expended for that pur-
pose, they should be returned to the cashier. They should not be used for another purpose
without first returning them and repeating the authorization and advance process based
on the new purpose.

Funds for a PE/PI/PS expenditure should be advanced to the officer on a suitable receipt
form. A receipt for purchase of information or a voucher for purchase of evidence should be
completed to document funds used in the purchase of evidence or funds paid or advanced to
an informant. '

For security purposes, there should be a 48-hour limit on the amount of time funds advanced
for PE/PI/PS expenditure may be held outstanding. If it becomes apparent at any point
within the 48-hour period that the expenditure will not materialize, then the funds should be
returned to the advancing cashier as soon as possible. An extension to the 48-hour limit may
be granted by the level of management that approved the advance. Factors to consider in
granting such an extension are the amount of funds involved, the degree of security under
which the funds are being held, how long an extension is required, and the significance of the
expenditure. Such extensions are generally limited to 48 hours. Recipients should refer to the
CFO Bulletin, dated September 30, 1998, for additional information on the extension rule.

Recipients should consult with the program office prior to determining the final course of
action. Beyond this, the funds should be returned and readvanced, if necessary. Regardless of
circumstances, within 48 hours of the advance, the fund cashier should be presented with
either the unexpended funds, an executed voucher for payment for information or purchase
of evidence, or written notification by management that an extension has been granted.

Purchase of Services (P/S) expenditures, when not endangering the safety of the officer or
informant, need to be supported by canceled tickets, receipts, lease agreements, etc. If not
available, the office head, or his/her immediate subordinate, must certify that the expenditures
were necessary and justify why supporting documents were not obtained.
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Chapter 9: Subawards of Discretionary
Project-Supported Effort

None of the principal activities of the project-supported effort shall be subawarded to another
organization without specific prior approval by the awarding agency. Where the intention to
make subawards is made known at the time of application, the approval may be considered given,
if these activities are funded as proposed.

All such arrangements must be formalized in a contract or other written agreement between the
parties involved. The contract or agreement must, at a minimum, include:

e Activities to be performed;

e Time schedule;

* Project policies;

* Flow-through requirements that are applicable to the subrecipient;
e Other policies and procedures to be followed;

e Dollar limitation of the agreement; and

» Cost principles to be used in determining allowable costs.

The contract or other written agreement must not affect the recipient’s overall responsibility for
the duration of the project and accountability to the Federal government.
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PART III CHAPTER 10: PROCUREMENT UNDER AWARDS OF FEDERAL ASSISTANCE

Chapter 10: Procurement Under Awards
of Federal Assistance

HIGHLIGHTS OF CHAPTER:
e  Procurement Standards

Construction Requirements
Professional Services
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PROCUREMENT STANDARDS

General. A State shall follow the same policies and procedures it uses for procurement from
its non-Federal funds. The State shall ensure that every purchase order or other contract
includes any clauses required by Federal statutes and executive orders and their implementing
regulations. Subrecipients of States shall follow the procurement requirements imposed upon
them by the States. Other recipients and subrecipients will follow OMB Circular A-110.

Standards. Recipients and subrecipients shall use their own_procurement procedures and
regulations, provided that the procurement conforms to applicable Federal law and the stan-
dards identified in the Procurement Standards Sections of 28 CFR Parts 66 and 70. Any
recipient/subrecipient whose procurement system has been certified by a Federal agency is
not subject to prior approval requirements of 28 CFR Parts 66 and 70. The awarding
agency’s prior approval will be required only for areas beyond limits of the recipient/subre-
cipient certification.

Adequate Competition. All procurement transactions, whether negotiated or competi-
tively bid and without regard to dollar value, shall be conducted in a manner so as to pro-
vide maximum open and free competition. All sole-source procurements in excess of
$100,000 must receive prior approval of the awarding agency. Interagency agreements
between units of government are excluded from this provision.

Non-competitive Practices. The recipient/subrecipient shall be alert to organizational
conflicts of interest or non-competitive practices among contractors which may restrict or
eliminate competition or otherwise restrain trade. Contractors that d<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>