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Resources

This Guide incorporates by reference the provisions of OMB circulars/CFRs and
government-wide common rules applicable to grants and cooperative agreements. These
circulars and common rules include the following:

OMB Circulars/Code of Federal Regulations

OMB Circular “Grants and Cooperative Agreements With State and Local Governments.”
A-102

2 CFR Part 215 | “Uniform Administrative Requirements for Grants and Agreements With Institutions of
Higher Education, Hospitals and Other Non-Profit Organizations” (codified at 28 Code of
Federal Regulations (CFR) Part 70) (formerly known as OMB Circular A-110)

Cost Principles

2 CFR Part 220 | “Cost Principles for Educational Institutions”(codified at 28 CFR Part 66, by reference)
(formerly known as OMB Circular A-21)

2 CFR Part 225 | “Cost Principles for State, Local, and Indian Tribal Governments” (codified at 28 CFR Part
66, by reference) (formerly known as OMB Circular A-87)

2 CFR Part 230 | “Cost Principles for Non-Profit Organizations”(formerly known as OMB Circular A-122)

Audit Requirements

OMB Circular “Audits of States, Local Governments, and Non-Profit Institutions” (codified at 28 CFR
A-133 Parts 66 and 70).

Government-wide Common Rules

Uniform Administrative Requirements for Grants and Cooperative Agreements with State and
Local Units of Governments, (codified at 28 CFR Part 66). (Grants Management Common Rule for
State and Local Units of Governments.)

Government-wide Debarment and Suspension (Non-procurement) (codified at 28 CFR Part 67) and
“Government-wide Requirements for Drug-Free Workplace (Grants)” (codified at 28 CFR Part 83).

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

For additional information on grants management and to obtain copies of current circulars, please
visit the OMB Web site.

Office of the Inspector General (OIG) Fraud Hotline

Sub-grantees should report any allegations of fraud, waste, and abuse regarding grant funds to the
OCFO Customer Service Branch (CSB) via email ask.ocfo@usdoj.gov and/or to the Office of the
Inspector General (OIG) Fraud Hotline via email oig.hotline@usdoj.gov or 1-800-869-4499.

Other Available Resources



http://www.whitehouse.gov/OMB/circulars/index.html�
mailto:ask.ocfo@usdoj.gov�
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Equal Treatment Regulation, codified 28 CFR Parts 38.1 and 38.2, addresses the principle that
religious affiliation (faith-based) organizations should be able to compete on an equal footing with
other organizations for funding.

Conflict of Interest

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

Advice

No official or employee of a State or unit of local government or a nongovernmental sub-grantee
shall participate personally through decisions, approval, disapproval, recommendation, the
rendering of advice, investigation, or otherwise in any proceeding, application, request for a ruling or
other determination, contract, award, cooperative agreement, claim, controversy, 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
arms-length transaction.

Appearance

In the use of agency project funds, officials, or employees of State or local units of government and
nongovernmental sub-grantees shall avoid any action, which might result in, or create the
appearance of:

e Using his or her official position for private gain;

e Giving preferential treatment to any person;

e Losing complete independence or impartiality;

¢ Making an official decision outside official channels; or

o Affecting adversely the confidence of the public in the integrity of the Government or
the program.

For example, where a sub-grantee 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 himself or herself not only from
reviewing the application for which the conflict exists, but also from the evaluation of all competing
applications.

Also, it is a conflict of interest for a board member of a nonprofit organization to receive consulting
fees or contracts from Federal grants to organizations that he/she oversees as a member of the
board, unless approved in advance by the awarding agency.




Retention and Access Requirements for Records

Retention of Records

All financial records, supporting documents, statistical records, and all other records pertinent to
the award shall be retained by each organization for AT LEAST 6 YEARS following notification by the
GMB that the grant has been programmatically and fiscally closed OR at least 6 years following the
closure of its audit report covering the entire award period, whichever is later. Retention is required
for purposes of Federal and State examination and audit. Records may be retained in an automated
format. State or local governments may impose record retention and maintenance requirements
in addition to those prescribed.

1. Coverage. The retention requirement extends to books of original entry, source
documents supporting accounting transactions, the general ledger, subsidiary ledgers,
personnel and payroll records, cancelled checks, and related documents and records.
Source documents include copies of all awards, applications, and required sub-grantee
financial and narrative reports. Personnel and payroll records shall include the time and
attendance reports for all individuals reimbursed under the award, whether they are
employed full time or part time. Time and effort reports are also required for
consultants.

2. Retention Period. The 6-year retention period starts from the date of notification by the
GMB that the grant has been programmatically and fiscally closed OR the submission of
the closure of the single audit report which covers the entire award period, whichever
event occurs later. If any litigation, claim, negotiation, audit, or other actions involving
the records have started before the expiration of the 6-year period, the records must be
retained until completion of the action and resolution of all issues which arise from it or
until the end of the regular 6-year period, whichever is later.

Maintenance of Records

Sub-grantee’s of funds are expected to see that records of different Federal fiscal periods are
separately identified and maintained so that information desired may be readily located. Sub-
grantees are also obligated to protect records adequately against fire or other damage. When records
are stored away from the sub-grantee’s principal office, a written index of the location of records
stored should be on hand and ready access should be assured.

Access to Records

The awarding agency includes the funding agency, the Federal agency, the DOJ Office of the
Inspector General, the Comptroller General of the United States, or any of their authorized
representatives, who shall have the right of access to any pertinent books, documents, papers, or
other records of sub-grantees which are pertinent to the award, in order to make audits,
examinations, excerpts, and transcripts. The right of access must not be limited to the required
retention period but shall last as long as the records are retained.

However, only under extraordinary and rare circumstances would such access include review of the
true name of confidential informants or victims of crime. When access to the true name of
confidential informants or victims of crime is necessary, appropriate steps to protect this sensitive
information must and will be taken by the sub-grantee and awarding 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 Chief Financial Officer.
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Standards for Financial Management Systems

All sub-grantees are required to establish and maintain adequate 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.

Sub-grantees shall expend and account for grant funds in accordance with State laws and procedures
for expending and accounting for their own funds, unless prior approval has been given by the GMB.
Sub-grantees of States shall follow the financial management requirements imposed on them by
States. (State and local procedures must ensure that sub-grantees comply with the financial
management standards found at 28 CFR Parts 66 and 70.)

Accounting System

The sub-grantee is responsible for establishing and maintaining an adequate system of accounting
and internal controls for itself. An acceptable and adequate accounting system:

1. Presents and classifies projected historical cost of the grant as required for budgetary
and evaluation 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
property conform to any general or special conditions that apply to the sub-grantee;

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
indirect costs.

The various financial requirements and formulas of the awarding agency’s programs, as well as the
need for sub-grantees to separately account for individual awards, require a special program account
structure extending beyond normal classification by type of receipts, expenditures, assets, and
liabilities.

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, accounting, and audit. Unless otherwise
prohibited by statute, applications for funding and financial reports require budget and cost
estimates based on 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 sub-grantee. However, the accounting
systems of all sub-grantees must ensure that agency funds are not commingled with funds from
other Federal agencies. Each award must be accounted for separately. Sub-grantees are

prohibited from commingling funds on either a program-by-program or project-by-project basis.
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Funds specifically budgeted and/or received for one project may not be used to support another.
Where a sub-grantee’s accounting system cannot comply with this requirement, the sub-grantee shall
establish a system to provide adequate fund accountability for each project awarded.

Sub-grantee Accounting Responsibilities

1. Reviewing Financial Operations. The Sub-grantee is responsible for the maintenance of
current financial data, to include but not limited to, financial operations, records,
systems, and procedures.

2. Recording Financial Activities. The sub-grantee is responsible for recording award or
contract obligation, as well as cash advances and other financial activities, in the books
of the sub-grantee in detail form.

3. Budgeting and Budget Review. The sub-grantee is required to prepare an adequate
budget on which its award commitment will be based. The detail of each project budget
should be maintained on file by the sub-grantee.

4. Accounting for Non-Federal Contributions. Sub-grantees will ensure that the
requirements, limitations, and regulations pertinent to non-Federal contributions are
applied.

5. Audit Requirements. Sub-grantees must ensure that they have met the necessary audit
requirements contained in the OJP Financial Guide (Part III, Chapter 19: Audit
Requirements).

6. Reporting Irregularities. Sub-grantees are responsible for promptly notifying the GMB of
any illegal acts, irregularities and/or proposed and actual actions. Illegal acts and
irregularities include conflicts of interest, falsification of records or reports, and
misappropriation of funds or other assets.

7. Debarred and Suspended Organizations. Sub-grantees must not permit any party which
is debarred or suspended from participation in Federal assistance programs. For details
regarding debarment procedures, see 28 CFR Part 67, Government-wide Debarment and
Suspension (Non procurement) and 28 CFR Part 83 Government-wide Requirements for
Drug-Free Workplace (Grants).

8. Bonding. The GMB may require adequate fidelity bond coverage where a sub-grantee
lacks sufficient coverage to protect the Federal government interest (see 2 CFR Part 215,
Subpart C, paragraph 21(c)).

Where the conduct of a program or one of its components is delegated through contract or sub-grant
to a sub-grantee/contractor, the direct sub-grantee is responsible for all aspects of the program
including proper accounting and financial recordkeeping by the sub-grantee/contractor.
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 entities,
sub-grantees 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.
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Supplanting

Federal funds must be used to supplement existing funds for program activities and must not
replace those funds that have been appropriated for the same purpose. 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 supplanting, the applicant or sub-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. For certain programs, a written
certification may be requested by the GMB stating that Federal funds will not be used to supplant
State or local funds.

Period of Availability of Funds

Availability of Awards

Awards made by the GMB are awarded for a specified time, and a particular award period is
established for each award.

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 sub-grantee 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 10/1/10 to
9/30/11, the obligation deadline is 9/30/11). Sub-grantees must also complete performance during
the obligation period. No additional obligations can be incurred after the end of the grant.

Expenditure of Funds

Award funds which have been properly obligated by the end of the award period will have 30 days in
which to be liquidated (expended). Any funds not liquidated at the end of the 30 day period will
lapse and revert to the awarding agency. (Example: If the award period is October 1, 2010 to
September 30, 2011, the expenditure deadline is October 30, 2011).

Award Extension Criteria

Requests for a no-cost extension of a grant period must be submitted through the GMB. A sub-
grantee may request an extension to the project period at any time after accepting the award, but no
later than 45 days prior to the award end date.

An initial Amendment requests will be accepted by the GMB via email/fax on agency’s letterhead,
justifying the change. Should the GMB accept this request, the formal Agreement Amendment
process is not necessary. If GMB denies the informal request, a full Amendment request will be
required. The formal Amendment process requires the completion of the Sub-grant Agreement
Amendment Form with all relevant supporting documentation.

The maximum extension allowable for any project period is generally 12 months, and requests for
retroactive extension of project periods will not be considered. Generally, only one extension per
award will be permitted. A request for an extension of the obligation period of a program or set of
programs beyond 12 months must be justified by extraordinary circumstances beyond the control of
the sub-grantee.
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Extension requests will be considered only if the EXTENSION CRITERIAS established below are met
by the sub-grantee at the time of the request. Modifications of the general extension policy stated
above are at the discretion of the GMB.

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

1. Reports. There must be on file with the awarding agency current and acceptable
Progress Reports, if applicable to the grant, and current and acceptable Financial Status
Reports, SF 269As, and all identified financial issues must be satisfactorily resolved.

2. Special Conditions. All special conditions attached to the award must be satisfied,
except for those conditions that must be fulfilled in the remaining period of the award.
This 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 working days after receipt of the request.

Program Income

Program Income

All income generated as a direct result of an agency-funded project shall be deemed program income
(e.g., if the purpose of the grant is to conduct conferences, any training fees that are generated
would be considered program income).

Use of Program Income

Program income may be used to further program objectives or may be refunded to the Grants
Management Bureau. Program income may only be used for allowable program costs and must be
expended prior to the termination of award or it must be refunded to the Grants Management
Bureau.

Accounting for Program Income

Program income must be used for the purposes of and under the conditions applicable to the award.
Unless specified by the awarding agency, program income must be used as earned and expended as
soon as possible. If the cost is allowable under the Sub-grant Agreement, then the cost would be
allowable using program income. If program income earned on a grant during the grant period
remains at the end of the grant period, the sub-grantee should request a no-cost extension of the
grant period to provide the sub-grantee with ample time to expend the program income for
allowable project purposes. The Federal portion of program income must be accounted for up to the
same ratio of Federal participation as funded in the project 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
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earned was $20,000, the sub-grantee must account for and report the $20,000 as
program income on the Financial Status Report.

If a sub-grantee was funded by block/formula 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 sub-grantee, as program
income on the Financial Status Report.

Examples of Program Income

1.

Attorney’s Fees and Costs. Income received pursuant to a court-ordered award of
attorney’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.

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

a. Sub-grantee program income, with the approval of the sub-grantee, may be
retained by the entity earning the program income or used by the sub-grantee 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
government MAY use cash received under the equitable sharing program for the
non-Federal portion (match) of program costs, as provided for in the guidelines
established by the DOJ Asset Forfeiture Office, when the assets are adjudicated
by a Federal court.

Interest Earned on JAG Funds. Interest earned on JAG and JABG funds is considered
program income and should be expended only on allowable purpose areas under these
programs. Sub-grantees are required to use all funds within the fixed expenditure period.
No extension to the expenditure period will be approved. JAG and JABG sub-grantees are
not required to expend program income before applying Federal funds.

Membership Fees. When an organization receives membership fees and its only source
of income is Federal grant funds, the membership fees will generally be considered
program income. Where non-member income is received and used to provide services to
members in addition to the Federally funded services, membership income may be
considered program income in proportion to the amount of Federal and non-Federal
funds received. However, to the extent that membership fees were received by the
organization prior to the receipt of Federal grant funds, or are used to provide services
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to members that are separate and distinct from grant-funded services, the membership
fees need not be reported as program income.

NOTE: Fines as a result of law enforcement activities are not considered program income.
Procedures for Recovery of Costs Incurred

1. Authorization of Reimbursement. When a State or local law enforcement agency
provides information to the Internal Revenue Service (IRS) that substantially contributes
to the recovery of Federal taxes imposed with respect to illegal drug-related activities (or
money laundering in connection with such activities), 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 ten percent of the sum
recovered.

2. 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 information, the IRS shall equitably allocate investigative costs
among the agencies not to exceed an aggregate amount of ten percent of the taxes
recovered.

3. 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 is considered to be program income and subject to
the guidelines discussed above.

Adjustments to Awards

Sub-grant Agreement Amendments

An Amendment is used to request project changes and/or correction for any programmatic,
administrative, or financial change associated with a grant award.

An initial Amendment requests will be accepted by the GMB via email/fax on agency’s letterhead,
justifying the change. Should the GMB accept this request, the formal Agreement Amendment
process is not necessary. If GMB denies the informal request, a full Amendment request will be
required. The formal Amendment process requires the completion of the Sub-grant Agreement
Amendment Form with all relevant supporting documentation.

Sub-grantees will be limited to specific grant adjustment(s). Sub-grantees can initiate adjustments
for the following situations:

e Budget Revision. Sub-grantees may request modification to the approved budget in
order to reallocate dollar amounts within the existing award amount. The original award
amount may not be increased by this procedure; however, it can be decreased.
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e Program Description Change. Changes in scope, duration, activities, or other significant
areas are changes that require prior approval from the bureau or program office through
a grant adjustment notice. These changes specifically include:

1. Altering programmatic activities;
2. Affecting the purpose of the project;
3. Changing the project site;

4. Changes to the organization with primary responsibility for implementation of
the grant, contracting out, sub-granting, (if authorized by law) or otherwise
obtaining the services of a third party to perform activities which are central to
the purpose of the award; and

5. Changes in scopes that affect a sub-grantee’s budget, which must follow the
budget revision procedure.

Date Changes. A grant adjustment notice is required for a change to the grant period, such as an
extension of the project period end date and/or an extension of the expenditure deadline (no cost
extension). A sub-grantee may request a no cost extension at any time after accepting the award, but
no later than 45 days prior to the award end date. The sub-grantees may request an extension no
more than 12 months beyond the original end date.

Notification

Sub-grantees must give prompt notification through an amendment to the GMB of events or
proposed changes which may require an adjustment/notification. In requesting an adjustment, the
sub-grantee must set forth the reasons and basis for the proposed change and any other data
deemed helpful for the GMB to review.

Property and Equipment

Acquisition of Property and Equipment

Sub-grantees are required to be prudent in the acquisition and management of property 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 sub-grantee organization will be
considered an unnecessary expenditure.

Screening

Careful 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 sub-
grantee organization can meet identified needs. While there is no prescribed standard for such
review, sub-grantee procedures may establish levels of review dependent on factors such as the cost
of the proposed equipment and the size of the sub-grantee organization.

The establishment of a screening committee may facilitate the process; however, a sub-grantee 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 sub-grantee’s organization.
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The GMB must ensure that the screening referenced above takes place and that the sub-grantee has
an effective system for property management.

Sub-grantees are hereby informed that if the GMB or Federal awarding agency is made aware that the
Sub-grantee 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

Sub-grantees are responsible for replacing or repairing 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 Management

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 U.S.C.
§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 nonprofit organization that purchased the property, if it
provides written certification to the State office that it will use the property for criminal
justice purposes. If such written 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.

2. Use and Management. A sub-grantee or State shall use and manage equipment in
accordance 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 dispose of equipment (for both the State and sub-grantees), in accordance with
State procedures, with no further obligation to the awarding agency.

Federal Equipment
In the event a sub-grantee is provided federally owned equipment, the following requirements apply:
1. Title remains vested in the Federal Government.

2. Sub-grantees shall manage the equipment in accordance with the awarding agency’s
rules and procedures and submit an annual inventory listing.

3. When the equipment is no longer needed, the sub-grantee shall request disposition
instructions from the GMB.

Replacement of Property (Equipment and Nonexpendable Personal Property)
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When an item of property is no longer efficient or serviceable but the sub-grantee continues to need
the property in its criminal justice system, the sub-grantee may replace the property through trade-
in or sale and subsequent purchase of new property, provided the following 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.

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

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.

Compensation. When acquiring replacement property, the sub-grantee may use the
property to be replaced as a trade-in or the proceeds from the sale of the property to
offset the cost of the new property.

Prior Approval. Sub-grantees shall obtain the written permission of the GMB 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, nonexpendable personal property, and real property shall be retained for a
period of 6 years from the date of the disposition or replacement or transfer at the discretion of the
awarding agency. If any litigation, claim, or audit is started before the expiration of the 6-year
period, the records shall be retained until all litigations, claims, or audit findings involving the
records have been resolved.

Supplies

1.

Title. Title to supplies acquired under an award vests, upon acquisition, in the sub-
grantee, respectively.

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
sub-grantee shall compensate the GMB for its share. The amount of compensation shall
be computed in the same manner as for nonexpendable personal property or equipment.

Copyrights

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

1.

2.

The copyright in any work developed under an award ; and

Any rights of copyright to which a sub-grantee purchases ownership with support.
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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 sub-award funds, such facts must be promptly and fully
reported to the awarding agency. Unless there is a prior agreement between the sub-grantee and the
awarding agency on disposition of such items, the awarding agency shall determine whether
protection 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 U.S. Department of
Commerce.

Allowable Costs

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

1. Limit on use of Grant Funds for Sub-grantee’s Employees Salaries. No portion of these
federal grant funds shall be used towards any part of the annual cash compensation of
any employee of the sub-grantee whose total annual cash compensation exceeds 110% of
the maximum salary payable to a member of the Federal government’s Senior Executive
Service at an agency with a Certified SES Performance Appraisal System for that year.

2. Two or More Federal Grant Programs. Where salaries apply to execution of two or more
grant programs, cost activities, project periods, and/or overlapping periods, 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 activity 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 2 CFR Part 220,
2 CEFR Part 225, Attachment B, and 2 CFR Part 230)

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

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

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

c. The time and/or services provided are supported by adequate documentation
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To avoid problems arising from overtime, holiday pay, night differential, or related
payroll regulations, such employment arrangements should normally be made directly
by the sub-grantee 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 sub-grantee. Overtime and night differential payments 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
exclusively to the DPS funds.

Payment of these premiums will be for work performed by award 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 more than
occasional overtime is subject to periodic review by the DPS.

Award Purposes and Dual Compensation. Charges for time of State and local
government 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 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,

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.

All OJP-funded contracts for events that include 30 or more participants (both Federal and non-
Federal) lodging costs for any number of attendees requiring lodging 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
sub-grantee 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 sub-grantee must pay the full $100 per night with non-
grant funds, not just the difference of $22 per night.
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Food and Beverages

Food and/or beverage expenses provided by sub-grantees are allowable subject to conditions stated
below:

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

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

Test 1—The cost of the food and/or beverages provided is considered to be reasonable.
Test 2—The food and/or beverages provided are incidental to 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).

e The sub-grantee adheres to the applicable definitions for food and beverages contained
in the Financial Guide Glossary.

NOTE: In order for a meal to be incidental to a work-related event the employee must not be
free to take his or her meals elsewhere without being absent from essential discussion, lectures,
or speeches concerning the purpose of the meeting, training sessions or conference.

Each sub-grantee 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, sub-grantees are not
required to provide them at training sessions, meetings, or conferences.

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

To determine whether costs associated with food and/or beverages are allowable, the sub-grantee
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 sub-grantee-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 sub-grantee and non-agency
persons, are invited.

This scenario meets all components of the three tests; therefore, food and beverages may be
provided with grant funds.
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Example B. A sub-grantee offers a “hospitality suite” the night before its conference at the L’Enfant
Plaza Hotel. Federal agency employees, as well as employees of the sub-grantee 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 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 event A.

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 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 successful 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 covered by per diem (M&IE) allowances or reimbursements who attends any events at
which food and beverages are provided must deduct the allowance for such meals (i.e., lunch,
dinner) provided from his/her per diem allowance in accordance with the schedule listed in Chapter
302 of the Federal Travel Regulations (FTR).

The top 10 tips for provisions of food and beverages under OJP grants are as follows:

Provide a speaker at a lunch or dinner.

Support the event with a formal agenda.

The event must be mandatory for all participants.

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

Do not make alcohol available at the event.

Provide appropriate break foods. (Refer to the Glossary for definition of break foods.)
Surrounding events (both before and after food/beverages are served) 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.

NogohlrwNhpE

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 State or an organizationally approved travel policy.

1. Domestic Travel. Sub-grantees of States must follow their State’s established travel
policies. If a State does not have established travel policy, the sub-grantee must abide by
the Federal travel policy including per diem rates.
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Space

Foreign Travel. This includes any travel outside of Canada and the United States and its
territories and possessions; however, for a sub-grantee 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 Part III, Chapter 15: Costs
Requiring Prior Approval).

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:

Printing

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 GMB.

Rental Cost. The rental cost of space in a privately owned building is allowable. Rent
cannot be paid if the building is owned by the sub-grantee or if the sub-grantee has a
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 was 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
allowable 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
facilities 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
a