



















































































closeout of an award. However, we identified two areas for improvement in this
process.

The OIG recognizes that, in some cases, it is necessary to leave funds
obligated against an award during the audit resolution process. For example, an
audit or other review may result in a recipient’s funds being temporarily frozen;
upon resolution of the audit, it may be determined by the OIG or by the awarding
agency that additional funds are due to the recipient. In such cases, placing a hold
on the financial closeout as well as the programmatic closeout is necessary.
However, in our judgment, the policy default of leaving funds obligated against
awards with monitoring activity does not provide effective stewardship of federal
funds as, in many cases, those funds could be deobligated and put to better use.
In our sample, we identified funds reported as unobligated by the recipient that
remained obligated against accounts that expired as far back as 2009. It is the
recipient's responsibility to submit a final FFR with accurate expenses noted.
Therefore, if funds are not frozen, and if the recipient has submitted a final FFR
indicating that an unobligated balance exists, those funds should not remain on the
award account for months or years after the end date. We recommend that OVW
develop and implement policies and procedures to review balances reported as
unobligated by the recipient during the liquidation period, or balances amended by
OVW to include unobligated funds, and to deobligate these balances, as
appropriate, within a timely manner.

Refunds Not Deobligated by OVW

Award monitoring or OVW'’s financial reconciliation process may identify
funds drawn down by a recipient that were unallowable under the terms and
conditions of the award, or for which the recipient cannot produce adequate
supporting documentation. Unless the recipient can provide support for those
drawdowns, or unless the awarding agency provides retroactive approval for the
expenditures in question, the recipient will generally be required to return the
unsupported or unallowable funds to the awarding agency. In these cases, the
refunded monies could indicate that the funds previously drawn down by the
recipient were not for reimbursable expenditures.

We reviewed the 30 oldest open OVW awards with funds remaining to
determine the impact refunds had on the existing balance. We identified a total of
$288,751 (8 percent of the total balance remaining) in refunded monies obligated
against 10 different awards, as shown in Table 11.
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as of September 30, 2016

Table 11
Refunds Not Deobligated by OVW

YEARS
BETWEEN
REFUND AND
BALANCE REFUNDED PROJECT DATE OF OIG ScoPE
AWARD NUMBER REMAINING AMOUNT END DATE REFUND END DATE
2007-TW-AX-0022 $50,655 $289 06/30/2011 09/12/2011 5.1
$565 10/20/2011 5.0 |
$349 01/09/2015 1.7 I
$41,435 03/26/2015 1.5
2009-TA-AX-K056 $57,341 $35,290 07/31/2011 06/19/2012 4.3 |
$22,051 12/03/2015 0.8 I
2007-WF-AX-0028 $140,043 $128,326 08/31/2011 03/16/2012 4.5
2007-WR-AX-0092 $33,478 $21,600 06/30/2010 10/05/20122 4.0 |
2007-WR-AX-0061 $26,563 $26,813 09/30/2011 10/05/2012° 4.0 I
2007-TW-AX-0062 $4,995 $4,421 02/28/2011 11/02/2012 3.9
2007-WE-AX-0041 $378,788 $231 04/30/2012 10/14/2014 2.0 |
2006-WH-AX-042 $35,227 $5,231 08/31/2012 03/10/2015 1.6 I
2007-WF-AX-0053 $283,226 $1,601 11/30/2009 02/25/2015 1.6
2006-WE-AX-0071 $108,019 $549 08/31/2012 04/24/2015 1.4
Total: $1,118,333 | $288,751

@ This recipient has entered into a repayment plan with OVW. The total represents multiple
refunds for approximately $675 each made between 2012 and 2017.

b This recipient has also entered into a repayment agreement with OVW. The first refund, applied
on October 5, 2012, was in the amount of $24,013. The remaining refunds have been applied
since May 2014 and October 2016, and are in amounts ranging from $1,000 to $100.

Source: OVW

In all cases, the refunds were made after the award end date; these refunds
were applied as far back as September 2011. We recommend that OVW develop
and implement policies and procedures to ensure that any refunds submitted by the
recipient after the award period has ended are deobligated and put to better use, as
appropriate, within a timely manner.

Other Issues Contributing to Closeout Delays

We further analyzed the universe of awards that remain open to determine,
broadly, the reasons that closeouts were not occurring in a timely manner. We first
evaluated awards that expired prior to the OIG’s scope start-date of October 1, 2008,
but were still open as of September 30, 2016. We identified a total of 24 awards
that fell into this category; in all cases, the awards had been expired for at least 8
years.'3 This includes 11 awards with a remaining balance totaling $676,494. We
reviewed monitoring activity for each of the recipients with funds remaining, and
identified nothing active.

13 OVW did not start processing closeouts until 2010; prior to that, OVW closeouts were
processed by OJP.
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We worked with OVW to understand the issues that caused the delays in
closeout for these awards. OVW officials stated that, over the course of our audit
they realized that a number of OVW awards are miscoded in GMS, and that these
miscodings prevented the awards from appearing on OVW'’s closeout reports.
During our audit, OVW began reviewing the status of each award, moving forward
with closeout or working with OJP if closeouts cannot be completed due to system
issues, and considering making referrals for collection to the U.S. Treasury.

We previously recommended that OVW remedy the $1,316,907 in funds that
remain obligated against recipients who are no longer operational, and close the
awards. We also recommend that OVW remedy and put to better use the
remaining $579,248 in funding that remains obligated against awards that have
been expired for over 8 years.!* Finally, based on the broad range of issues
identified above, and because the awards have been expired in excess of 180 days,
we question the remaining $12,682,709 as funds that should be put to better use.
We recommended that OVW review and put to better use, as appropriate, the
remaining $12,682,709 in funds obligated against awards that had expired, but had
not been closed. In response to our draft report, OVW provided evidence
demonstrating that it had remedied $4,139,124 of that total. The actions
necessary to remedy the balance are discussed in Appendix 7 of this final report.

Recipient Data Verification

As part of a closeout package, award recipients are generally required to
submit two final reports: a final FFR, which details all expenditures incurred under
the award, and the final progress report, which provides detail on the
accomplishments made towards the award’s programmatic goals. These reports
are used by the awarding agencies to measure overall award spending, and to
determine the achievements made in relation to the award’s goals and objectives.
Data in the final reports is also used to report on the efficacy of agency programs to
Congress and the general public.

Prior OIG Work

As part of our broad range of work, the OIG conducts audits of the OJP,
COPS Office, and OVW award recipients. OIG audits identify unallowable and
unsupported recipient spending, as well as measure the accuracy of data as
reported to the awarding agencies on the recipient’s FFR and progress reports. In
order to determine overall rates of questioned costs, as well as the rates of error
identified in recipient FFR and progress reports, we reviewed all OIG audits of the
OJP, COPS Office, and OVW recipients issued between January 2013 and March 2017.
Of the 158 reports in our review, 135 (85 percent) contained findings related to
unallowable or unsupported questioned costs, as shown in Table 12.

14 This amount differs from the total of $676,494 in funding on awards that have been
expired for over 10 years due to overlap with funding still obligated to recipients who are no longer
operational.
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Table 12

Prior DOJ OIG Reports with
Questioned Costs

PRIOR OIG REPORTS WITH PERCENTAGE OF
REPORTS JAN QUESTIONED PRIOR REPORTS
AWARDING 2013 - MAR CosTs WITH QUESTIONED NET QUESTIONED
AGENCY 2017 IDENTIFIED CosTs CosTs
oJP 95 89 94% $91,554,993 [f
COPS Office 17 8 47% $8,131,608
ovw 46 38 83% $15,507,602
Total: 158 135 85% $115,194,203

Source: OIG Public Website

We also reviewed all reports to determine the rate at which FFR inaccuracies
were identified, as shown in Table 13.
Table 13

Summary of OIG Audits with Findings
Related to FFR Inaccuracy

OIG
ReporTs JAN | OIG REPORTS PERCENTAGE OF
AWARDING 2013 - MAR WITH FFR FFR INACCURACIES
AGENCY 2017 INACCURACIES TO TOTAL
oJpP 95 37 39%
COPS Office 17 6 35%
OoVvWwW 46 28 61%
Total: 158 71 45%

Source: OIG Public Website

As shown in Table 13, we found that 39 percent of OJP awards, 35 percent of
COPS Office awards, and 61 percent of OVW awards contained findings related to
FFR inaccuracies. FFR findings can indicate a broad range of error, such as
expenditures reported to the awarding agency that were not recorded during the
correct time period, or expenditures reported that are not supported by the
recipient’s accounting records.

Finally, we determined that 61 out of the 158 reports reviewed (39 percent)
contained findings related to progress report inaccuracies.
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Table 14

Summary of OIG Audits with Findings
Related to Progress Report Inaccuracy

PRIOR OIG REPORTS WITH PERCENTAGE OF
REPORTS JAN PROGRESS PROGRESS REPORT
AWARDING 2013 - MAR REPORT INACCURACIES
AGENCY 2017 INACCURACIES TO0 TOTAL

0JP 95 35 37%
COPS Office 17 2 12%
ovw 46 24 52%
Total: 158 61 399,

Source: OIG Public Website

The findings related to progress report inaccuracies summarized in Table 14
can also indicate a broad range of error, such as data that was over or under
supported by actual source documentation, data that was inaccurately reported
under a particular award program, or data for which no source documentation was
available.

Additionally, the OIG has conducted work assessing the reliability of data
reported to the awarding agency at the agency level. Specifically, the Audit of the
National Institute of Justice’s (NIJ) Oversight of the Solving Cold Cases with DNA
Program, conducted a detailed review of six sites reporting data to OJP, and found
that progress reports submitted by each of the six sites were inaccurate.'®> The OIG
found that recipients double counted some cases, or included cases that should not
have been counted as reviewed under the Cold Case program. While NIJ had
conducted monitoring of the recipients through an enhanced performance desk
review, as well as conducted its standard review and approval of the recipient
progress reports, the errors identified by the OIG were not identified by OJP.
Ultimately, the OIG recommended that NIJ enhance its monitoring efforts to include
verification of the accuracy of performance reporting by requiring Cold Case award
recipients submit supporting documentation for performance metrics along with
progress reports. OJP agreed with this recommendation.

In addition to evaluating the findings from previous OIG audits, we also
selected a random sample of 118 final FFRs and 57 final progress reports submitted
by recipients. We conducted this testing to broadly assess the data reported by
recipients, and to determine if that data is reliable, accurate, supported, and
allowable under the terms and conditions of the award. We did not conduct full
audits of these recipients; rather, we requested recipient accounting records and
compared total costs as listed on the final FFR to those recorded in the accounting
records, and conducted a limited review of expenses in the accounting records to
identify any potentially unallowable spending, or spending that, in our judgment,
occurred outside the objectives of the award. From the 57 final progress reports,
we selected a judgmental sample of performance measures from each of the
recipient's progress reports. We requested from each recipient supporting

15 U.S. Department of Justice Office of the Inspector General, Audit of the National Institute of
Justice’s Oversight of the Solving Cold Cases with DNA Program, Audit Report 14-30, July 2014.
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documentation for these measures, and reviewed that documentation to determine
the accuracy of the data reported to the agency.

As detailed in the sections below, we identified improper expenditures in
29 percent of the final FFRs in our review, which included $762,183 in unallowable
or unsupported spending. We also found that 32 percent of progress reports
reviewed contained data that was inaccurate or not supported by recipient source
documentation. In all cases, these final reports had been reviewed and approved
by the awarding agencies. Our analysis of the agency review process, as well as
our detailed results and recommendations, are presented below.

Agency Review of Final Reports

During closeout, the OJP, COPS Office, and OVW financial staff review each
recipient’s final FFR in order to verify recipient spending, make any necessary
upward or downward adjustments to award spending, and close the award. To
determine the measures in place to verify the data reported by recipients, we
interviewed staff at each awarding agency. Those officials stated that a financial
reconciliation is conducted as part of the final review, and that the reconciliation
generally consists of a comparison of the total expenditures as listed on the final
FFR to the final PHR. Each PHR contains a list of all recipient drawdowns
(reimbursements for expenditures) during the award period, and includes the date
and amount for each transaction, as well as the total amount drawn and the total
balance remaining. If the awarding agency determines that the final FFR shows
expenditures exceeding those drawn down, the agency may contact the recipient to
determine if a final expense payment is warranted. Conversely, if the agency
determines that the final FFR shows drawdowns exceeding reported expenditures,
the agency will contact the recipient for a refund. Generally, no actual review of
supporting documentation such as a recipient’s accounting records is conducted,
nor is such a review required.

Similarly, we interviewed agency officials to determine what measures are in
place to verify the data reported on the final progress reports. Agency officials
stated that agency staff reviews final progress reports for apparent anomalies, or
data that appears to be inconsistent with the goals and objectives of the award.®
If such anomalies are identified, the agency staff will contact the recipient to obtain
additional information in attempt to reconcile and correct the data. Generally,
however, agency staff do not review source documentation to validate the data
reported, and such a review is not required.

We provide the detailed results of our analysis, as well as a comprehensive
discussion of review practices at each agency, followed by a summarization of our
results and corresponding recommendations, in the sections below.

16 For example, numbers that appear to be transposed, or reported accomplishments for
which no staff were funded.

29


http:award.16

Federal Financial Report Accuracy

In the 90 days following expiration of the award period, each recipient is
required to submit a final FFR which demonstrates the actual funds spent, and any
unliquidated obligations incurred, both for the reporting period and cumulatively,
for each award. The following criteria is established in the DOJ Grants Financial
Guide:

e Any costs that are incurred either before the start of the project period or
after the expiration of the project period are not allowable, unless written
approval covering pre-agreement costs or a no-cost extension is granted by
the awarding agency.

e Award recipients may move dollars between approved budget categories up
to 10 percent of the total award amount (the 10 percent rule). The recipient
must initiate a Grant Adjustment Notice (GAN) or other budget modification if
the proposed cumulative change is greater than 10 percent of the total award
amount.

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

e Rental costs may not be charged to the award if the recipient owns the
building or has a financial interest in the property.

We reviewed 118 final FFRs to: (1) evaluate recipient compliance with the
applicable criteria, and (2) determine if award expenditures were reasonable and
allowable under the terms and conditions of the award. Of the 118 sampled FFRs,
we identified 34 occurrences (29 percent) in which expenditures reported on the
FFRs violated applicable criteria; the associated questioned costs are summarized in
Table 15.

Table 15
FFR and Accounting Record Analysis Summary
NUMBER OF PERCENTAGE OF

NUMBER OF RECIPIENTS WITH RECIPIENTS WITH TOTAL
AWARDING RECIPIENTS UNALLOWABLE UNALLOWABLE QUESTIONED

AGENCY REVIEWED EXPENDITURES EXPENDITURES CosTs
0JP 39 9 23% $279,315
COPS Office 40 6 15% $361,974
ovw 39 19 49% $120,894
Total: 118 34 29% $762,183

Source: 0OJP, COPS Office, OVW; 118 award recipients

The $762,183 identified as unallowable or unreasonable includes spending
outside the project period, drawdowns that exceeded recorded expenditures,
violations of categorical budget spending, and items not included in the recipient’s
approved budget. The results of our analysis as they pertain to each agency are
presented in the following sections.
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The Office of Justice Programs

Our review of 39 recipient final FFRs identified 9 recipients (23 percent) with
$279,315 in total unallowable costs, as shown below.!’

e Three recipients charged a total of $43,929 in expenditures incurred after the
award’s project end-date;

e Four recipients charged indirect cost expenditures exceeding the approved
amount by a total of $30,592;

e Three recipients exceeded the 10 percent rule by a total of $140,690;

e Three recipients charged the award for expenditures totaling $64,104 that
were not included in the approved budget, including $39,557 of expenses in
a category not approved by OJP.8

As part of the review summarized above, we identified one recipient who
expended $4,044 in award funds to pay for the airfare of family members. The
recipient stated that it was their policy to “initially pay for family to fly with the
employee, and then the employee would pay back the [recipient].” After the
recipient submitted its final FFR, it did reclassify a portion of the flights to its
general fund, as the recipient realized the expenses were not allowable under the
terms and conditions of the award. However, the funds were already drawn down
and no refund was provided to OJP. As a result, we question the $4,044 as
unallowable. The same recipient was also approved to purchase a laptop computer,
which should have been used to contribute to the accomplishment of award goals
and objectives. The recipient did not purchase the laptop, but did spend
$13,546 on unbudgeted office equipment including $7,796 on fire proof file cabinets
and $928 on leather mesh chairs. While the items were purchased for general
office use, the costs were not shared between programs, as required by agency
requirements. Finally, we identified another recipient who charged the award
$3,000 to rent campground space at a facility it owns; as noted above, rental costs
may not be paid if the recipient owns or has a financial interest in the property.

We also identified examples of what constitute, in our judgment,
expenditures that may warrant additional review at the agency level. For example,
we identified one recipient whose approved budget included approximately
$26,000 in funding for eight youths and two chaperones for two separate trips to
increase cultural capacity and build relationships. After reviewing the accounting
records and contacting the recipient for more information, we determined that
roughly 6 months prior to the project end date, the recipient contacted OJP and
requested to transfer the money allotted for both trips to fund a 5-day cultural
exchange in Kona, Hawaii. The goal of the trip, as stated by the service provider,
was to promote social tolerance and environmental responsibility through the
perpetuation of the cultural traditions and practices associated with the traditional

17 In response to our draft report, OJP provided evidence demonstrating that $1,511 of this
total had been remedied. The actions required to remedy the remaining balance are included in
Appendix 7 of this final report.

18 For some recipients, we identified questioned costs in more than one area.
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Hawaiian Canoe. While the recipient did not provide details on the number of
youths benefitting from the trip, OJP approved the transfer. We conducted
additional research and found that, while the funding initially approved in the
budget should have assisted 16 youths on two separate trips, the trip to Hawaii
assisted only six girls and five adult chaperones. The total funds spent on the
5-day trip exceeded $19,000. While we recognize OJP’s important work in
providing cultural assistance and opportunity to youths around the nation, we
believe this particular trip represents the appearance of wasteful use of federal
funds considering the number of youths who benefited from the assistance.

As previously noted, we did not conduct full audits of the recipients in our
sample, and we acknowledge that additional questioned costs may be identified
should a full audit be conducted. Rather, we conducted a limited review of recipient
accounting records to identify occurrences of unallowable spending that should be
readily apparent to agency staff if the awarding agencies required recipients to
submit accounting records in conjunction with the final FFR. In our judgment, a
similar review should be conducted by OJP. Specifically, the review should be
conducted in order to: (1) verify actual total project spending, (2) identify
potentially unallowable spending that is in clear violation of OJP’s approved
budgets, and (3) preemptively stop spending that may otherwise occur weeks or
months after the project period has ended.

We provided OJP officials with our preliminary results and requested
comment. In regards to the first two items, OJP officials stated that recipients sign
each FFR, certifying that it is true, complete, and accurate. By signing the FFR, the
recipient is acknowledging to OJP that any false, fictitious, or fraudulent information
may subject them to criminal, civil, or administrative penalties. Additionally, OJP
officials stated that OCFO closeout analysts perform a reconciliation of budget to
indirect costs reported, specifically to identify unallowable spending. OJP also
performs a compliance check for any program matching requirements. Once OJP
has reviewed all items, the closeout analyst performs a reconciliation between
expenditures reported and actual disbursements to the recipient, followed by
deobligating any remaining balances and closing the award file.

With regards to item three, OJP officials stated that GMS creates an
automatic hold on 100 percent of the remaining award balance when a recipient
fails to timely submit progress and financial reports. Additionally, once a closeout
is generated in GMS - either by the recipient or by GMS automatically on the
91st day - recipients are prevented from drawing funds.

OJP officials further stated that it has implemented a strong framework of
oversight and internal controls to mitigate the risk of misuse or loss of funds. Each
fiscal year, OJP conducts a comprehensive risk assessment of every active award.
OJP’s Grant Assessment Tool (GAT) provides a structured methodology for OJP to
systematically and objectively assess risk associated with OJP’s awards and/or
award recipients. Program offices and the OCFO use this information to assist in
planning and prioritizing monitoring activities based on potential vulnerabilities.
The GAT utilizes a number of risk criteria to automatically assess information about
the financial, administrative, and programmatic performance of each award.
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Additionally, OJP officials stated that both risk-based and judgmental
selection factors are applied to its total active award population, and this
information is used to develop monitoring plans for each fiscal year. Financial
monitoring may include reconciling amounts reported on the quarterly FFRs to the
expenditures recorded in the recipient’s accounting systems; reviewing a sample of
award-related transactions to determine if expenditures are allowable, allocable,
reasonable, and necessary; monitoring programs for compliance, including
determining that progress reports and expenditures comport with stated program
objectives, budgets, and progress to date; and providing technical assistance to
address issues noted.

Finally, OJP noted that the OCFO completes a quarterly excess cash analysis
for recipient drawdowns that exceed expenditures reported on the FFR by
$50,000 or more. OCFO reviews the recipient drawdowns and compares them to
their total outlays for the quarter. If the recipient is in excess cash status and is
not responsive in resolving the excess cash, the recipient is referred to the OCFQO’s
Grants Financial Management Division for a desk review or site visit.

The OIG does not dispute that OJP has policies and procedures in place to
regulate the closeout process, and to refer at-risk recipients for additional
monitoring. However, these policies and procedures were in place at the time of
our identification of numerous unallowable costs. Additionally, any financial review
utilizing a recipient’s final FFR relies upon an acceptance that the data reported in
the final FFR is accurate. Again, as our work demonstrates, unallowable spending
exists even when recipients have certified that all reported expenses are true,
complete, and accurate. Additionally, a review of the final FFR, budget, and PHR
would not demonstrate to OJP that unallowable spending had occurred.
Identification of such spending is, in many cases, determined only through a review
of actual recipient expenditures. Finally, while the automatic freezing of funds in
GMS is an invaluable tool for disallowing potentially unallowable spending, it does
not prevent the recipient from drawing funds for expenses incurred during the
liquidation period, and it does not prevent a recipient from making a final drawdown
to fund expenses for weeks or months into the future.

OJP officials stated that implementing a requirement that recipients submit
their accounting records in conjunction with their final FFR would be extremely
labor intensive and cost prohibitive to implement, adding that it would significantly
delay the completion of, and create a significant backlog in the volume of closeouts.
While an evaluation of accounting records to recipient FFRs for every award may be
ideal, we agree that such a review would present a challenge, and could create a
significant backlog in the closeout process as a whole. However, while the OIG
recognizes the importance of timely award closeout, a goal for timely completion of
closeouts should not override the duty to ensure that award funds are being utilized
effectively, and in accordance with the terms and conditions of the awards. As our
work shows, the review process in place at the time of our audit must be
strengthened in order to provide assurance to taxpayers that funds awarded by DOJ
are utilized with the utmost integrity.
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Office of Community Oriented Policing Services

Our review of 40 COPS Office award recipient FFRs and accounting records
identified 6 recipients (15 percent) with $361,974 in total unallowable costs, as
shown below.1°

e Three recipients who exceeded the 10 percent rule by a total of $310,467;

e Three recipients whose drawdowns exceeded expenditures by a total of
$46,054; and

¢ One recipient whose indirect cost charges exceeded the approved amount by
$5,453;

We provided our preliminary results to the COPS Office and requested
comment. COPS Office officials explained that COPS Office staff accountants
perform a financial review and reconciliation of the final FFR and the PHR. The
purpose of this review is to:

e Verify the approved federal share amount based on the completed project
and account for local match share amounts;

e Determine and de-obligate remaining amounts under the award no later than
180 days following the award end date;

¢ Determine and make payments available for unliquidated balances owed to
the recipient no later than 90 days following the award end date; and

e Deobligate any remaining balance if recipient has been advised and fails to
request eligible funds within 90 days after award end date.

COPS Office officials also stated that, if discrepancies are identified when
reviewing the final FFR, the staff accountant will request source documentation.
Based on the closeout financial review, if it is determined that a recipient: (1) has
an excess cash issue, (2) failed to meet the required local match, (3) failed to draw
down allowable costs, and/or (4) has other financial issues related to the award,
the staff accountant will work to resolve the issues using previously established
protocol. The staff accountant will establish contact with the recipient, send COPS
Office-approved letters addressing the financial issue and request a response.
COPS Office officials also stated that recipients are routinely monitored through
desk audits, site visits, financial reviews, and Single Audits.

Based on the processes in place at the time of our audit, COPS Office officials
do not believe that additional measures requiring all recipients to submit their
general ledgers as part of the closeout process is necessary. Those officials stated
that they do not believe this would be a prudent use of both COPS Office and
recipient limited resources. Additionally, COPS Office officials stated that they do

19 In response to our draft report, the COPS Office provided evidence demonstrating that
$565 of this total had been recovered from the recipient, and deobligated. Therefore,
recommendation 27 of this final report is closed.
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not believe that this requirement would result in a significant increase in the
identification of improper payments.

The OIG does not dispute that the COPS Office has policies and procedures in
place to regulate the financial closeout process. However, these policies and
procedures were in place at the time of our identification of numerous unallowable
costs. Additionally, a financial review that relies upon the final FFR assumes the
accuracy of that FFR, and an FFR that reconciles to the PHR does not necessarily
mean that the recipient did not engage in unallowable spending. Again, as our
work demonstrates, unallowable spending exists even when recipients have
certified that all reported expenses are true, complete, and accurate.

Office on Violence Against Women

Our review of 39 OVW recipient FFRs and accounting records identified
19 recipients (49 percent) with $120,894 in total unallowable costs, as shown
below.

e Four recipients who charged a total of $18,055 for expenditures that were
incurred before or after the award period, including one recipient who, upon
submission of their accounting records to the OIG, stated that it realized that
the total reported expenditures and corresponding request for
reimbursement were inaccurate. This includes the utilization of $11,340 in
award funds to pay salary and fringe expenses for 9 months after the award
period ended. Neither discrepancy had been reported to OVW.

e Seven recipients whose indirect cost charges exceeded the amount approved
by OVW by a total of $45,000, including one recipient who charged indirect
costs to the award without having approval for any indirect costs.

e Four recipients who exceeded the 10 percent rule by a total of $31,703;

e Seven recipients who charged the award for expenditures totaling
$20,776 not included in the approved budget. This includes $4,579 of airline
expenses for the children of the recipient.?°

e Two recipients who drew down $5,361 more than what was actually
expended.

We provided our preliminary results to OVW, and interviewed staff to
determine the process in place to verify the accuracy of data reported on the
recipient’s final FFR. OVW officials stated that the agency staff ensures that the
FFR has been submitted and is complete, and checks to see if funding will be
returned to OVW or if funding is owed to the recipient. Should anomalies be
identified, OVW will reach out to the recipient to address any concerns. As
previously noted, reviews of source documentation are not generally conducted, nor
are they required.

20 During our audit, the OIG conducted a separate audit of this recipient and ultimately
identified a total of $13,069 in funds used to pay for the airfare of dependents. We questioned only
the amount that was readily identifiable during this audit of DOJ’s grant award closeout process.
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Summary of Results Related to FFR Accuracy

The OIG does not dispute that the awarding agencies have policies and
procedures in place to regulate the financial closeout process. However, those
policies and procedures were in place at the time of our review, indicating that
improvements in the financial closeout process are warranted.

In our judgment, the awarding agencies should enhance the existing grant
risk assessment process to monitor awards that are either closed or in the closeout
process to include a review of the final ledger of grant accounting activity and
transactions for a portion of awards closed each year. The awarding agencies
should employ a risk-based methodology for reviewing these ledgers, giving
consideration to: (1) prior audits, site visits, or other reviews; (2) OJP’s GAT;

(3) DOJ’s high-risk designation; and (4) any other anomalies, inconsistencies, or
risk factors identified during the active award period. Due to the rates of
unallowable expenses identified during our audit, as well as the unallowable and
unsupported questioned costs regularly identified during the OIG’s external audit
work, we recommend that the OJP, COPS Office, and OVW develop and implement
policies and procedures to: (1) enhance the existing monitoring and risk
assessment process by conducting a review of final grant ledger accounting activity
for a portion of awards that are either closed or in the closeout process, and

(2) include a special condition in all award packages notifying recipients that grant
accounting ledgers are subject to agency review. Additionally, we recommend that
the OJP, COPS Office, and OVW review and remedy, as appropriate, the
unallowable costs identified in Table 15 and broken down by recipient in the
Conclusion and Recommendations section of this report.

Finally, in our judgment, a recipient engaging in unallowable spending using
funds from one agency presents an increased risk of engaging in similar
unallowable spending with other DOJ funds. For that reason, we reviewed our
universe of recipients with unallowable costs to determine if those recipients had
received additional funding from the other awarding agencies. We found:

e Six OJP recipients received 48 awards totaling approximately $58.9 million
from OVW, and 4 recipients received 11 awards totaling approximately
$4.3 million from the COPS Office.?!

e Three COPS Office award recipients received 32 OJP awards totaling
approximately $13.9 million.

e Ten OVW recipients received 94 awards totaling $44.9 million from OJP, and
4 recipients received 13 awards totaling $2.7 million from the COPS Office.

Currently, the OJP, COPS Office, and OVW maintain and share the DOJ high
risk list, which identifies high-risk recipients based on past performance, risk
factors, and other criteria. This process is in place to facilitate appropriate
stewardship of federal funds and to enhance programmatic results. While we
acknowledge that unallowable spending may not merit an inclusion on the high risk

21 This review included all awards that ended between October 1, 2008 and September 30,
2016.
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list, we believe that a similar list should be in place to share the identities of
recipients who are found to have engaged in significant unallowable spending. We
recommend that each awarding agency develop and implement policies and
procedures to ensure that recipients with significant issues identified during the
closeout process be shared between the three awarding agencies.

Progress Report Accuracy

Awards are made with specific goals and objectives in place to advance DOJ’s
mission of fighting crime, ensuring public safety, and providing assistance to
victims. To measure progress towards completing these goals, recipients collect
data throughout the award period; this data may include services provided to
victims of domestic violence or sexual assault, services provided to enhance
community justice programs, or the numbers of law enforcement officials hired
under a particular award. On an annual or semi-annual basis, depending on award
type, recipients compile and report this data to the awarding agency in order to
demonstrate progress made toward completion of award objectives. At the end of
the award, a final progress report must be submitted within 90 days.

As recipient progress reports provide an overview of actual accomplishments
made under each award, the reports are of immense value to the awarding
agencies. The agencies use these reports to: (1) ensure that the recipient is on
track to complete the goals and objectives of the award, and (2) provide data to
Congress and the general public detailing, broadly, the benefits of each agency’s
award programs. Considering the broad use of the data collected and reported by
recipients, it is imperative that the data be reliable and accurate.

To measure the accuracy of the data provided to the awarding agencies, we
selected a random sample of 57 final progress reports submitted during the
closeout process. From those 57 reports, we selected a judgmental sample of
151 performance measures for individual review; we then reached out to the
57 recipients and requested source documentation to support the data provided to
the awarding agencies. As shown in Table 16, we found that data reported to OJP
and OVW was not consistently accurate. Specifically, 31 percent of the metrics
tested for OJP recipients and 46 percent of the metrics tested for OVW recipients
were not supported by the source documentation provided.
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Table 16
Final Progress Report Analysis Summary

NUMBER OF
NUMBER OF | MEASUREMENTS NUMBER OF PERCENTAGE OF
AWARDING RECIPIENTS SELECTED FOR INACCURATE INACCURATE

AGENCY REVIEWED REVIEW?22 METRICS MEASUREMENTS
0JP 19 49 15 31%
COPS Office 20 30 0 0%
ovw 18 72 33 46%
Total: 57 151 48 32%

Source: 0JP, the COPS Office, OVW

The following sections of this report discuss our detailed results as applicable
to OJP and OVW. We do not address the COPS Office in this section of the report,
as we identified no inaccuracies in any of the 30 metrics tested.

Office of Justice Programs

As shown in Table 16, we reviewed data related to 49 performance measures
as reported by 19 OJP recipients. Our work identified discrepancies in 15 out of the
49 performance measures reviewed, or 31 percent of the metrics sampled. The
instances of inaccuracy included:

e Five instances in which metrics reported by recipients were overstated;
e Seven instances in which the metrics reported were understated; and

e Three instances in which the recipient stated upon submission of their
supporting documentation that they knew the data as reported to OJP was
incorrect.

We provided our preliminary results to OJP and requested comment.
Specifically, we asked that OJP provide detail on the steps taken to ensure the
accuracy of data as reported by award recipients OJP officials stated that the Grant
Management Manual requires that agency staff review progress reports to
determine the next action for the report. The agency staff member is responsible
for reviewing and approving or requesting a change to the report within 30 days of
the report submission date in GMS. Specifically, agency staff should review reports
for the following:

¢ Performance measures and associated data.

e Status of each goal scheduled to be achieved or completed during that six
month period.

e« Any implementation problems or issues and corrective action planned.

22 The number of metrics selected for review varies by agency due to differing reporting
requirements. For example, an OVW progress report may contain over 60 measurable metrics, while
a COPS Office hiring award may contain only one measurable metric (i.e., the officer hired under the
award). Our sample was selected in order to evaluate the data that, in our judgment, was most
meaningful in relation to the terms and conditions of the award.
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e Any training or technical assistance needed.

e Check to ensure that activities reported are in line with the last submitted
quarterly financial report.

o« Documentation that describes the recipient data verification process.

If, during their review, the agency staff member has questions or concerns
from the review of the report, he or she can “change request” the progress report
back to the recipient. The recipient can then make any necessary adjustments, and
resubmit the report. If the progress report is not acceptable, the grant manager
continues to change request the progress report and work with the recipient to
submit an acceptable progress report. Once the progress report is acceptable, the
agency staff member must approve the report.

In addition, OJP agency staff conducts an annual programmatic desk review
of all active awards. The desk review requires the agency staff answer the
following questions:

e Is the rate of recipient’s drawdown of funds proportionate to the level of
program activity?

e Is recipient in compliance with progress reporting requirements?

e Were the two most recent required progress reports submitted and received
within the required timeframe?

e Is the recipient current with reporting performance measurement data, either
in GMS or other performance measurement tools?

e Has the recipient submitted complete performance data?

OJP’s desk review is not an in-depth review of programmatic performance,
nor is it intended to be. However, OJP officials stated that recipients are selected
for in-depth monitoring through a risk assessment process. This monitoring is
generally conducted through a site visit by OJP programmatic staff, and does
include the review and collection of source data detailing the services or activities
described in the progress reports.

Finally, different Bureaus or Program Offices within OJP have designed
additional requirements for progress report review. For example, NIJ requires that
its discretionary progress reports be reviewed by the agency staff member, and
also by an assigned scientist to ensure scientific soundness. Additionally, OJP
officials stated that OVC performance data is verified and validated through a
multistep process before analysis takes place. This includes reviews of the data by
analysts, recipient helpdesk staff, and other agency staff.

Office on Violence Against Women

As shown in Table 16, we reviewed data related to 72 performance measures
as reported by 18 OVW recipients. Our work identified discrepancies in 33 out of
the 72 performance measures reviewed, or 46 percent of the metrics sampled. The
instances of inaccuracy included:
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e Twelve instances in which recipient data was overstated;
e Four instances in which the metrics reported were understated;

e Fifteen instances in which recipient data was inadequately supported, leaving
the OIG unable to make a reasonable assessment as to the accuracy of the
data, and;

e One recipient who stated, upon submission of their data, that they knew the
data as reported to OVW to be inaccurate.

Again, we provided our preliminary results to OVW and requested comment.
OVW officials explained that recipient data is analyzed through an intensive review
process, including multiple verifications of accuracy. Once received, recipient data
is reviewed by an OVW Program Specialist to ensure that the recipient is “doing
what it was funded to do,” accomplishing project goals, and not engaging in
unallowable activities or activities that compromise victim safety. Program
Specialists are also supplied with a spreadsheet of each recipient’s reported
expenditures for the two quarters corresponding to the progress report period, so
they can check for glaring discrepancies between reported expenditures and
activities. If the report appears satisfactory, the Program Specialist approves it; if
anomalies appear to exist, OVW staff will conduct additional outreach to the award
recipient. Finally, OVW contracts with the Muskie School of Public Service at the
University of Southern Maine (Muskie). OVW officials stated that Muskie conducts
detailed analytical reviews to ensure that reports are complete and correct, and
performs additional outreach to recipients if anomalies are identified.

Summary of Results Related to Progress Report Accuracy

The OIG does not dispute that the awarding agencies have multi-layered
processes in place to perform verification of the programmatic data reported by
award recipients. However, these processes were in place at the time of our audit,
and were not sufficient to prevent inaccurate programmatic reporting by the
recipients reviewed.

In our judgment, programmatic concerns are best identified during the active
award period, in order to ensure that recipients are on track to meet the goals and
objectives of the award. Additionally, we believe that requiring review of recipient
source documentation during the closeout process would likely lead to a sizeable
increase in the backlog of awards that have expired, but have not been closed.
Finally, requiring review of recipient source documentation for programmatic
accomplishments may present a significant burden for agency officials.

Nonetheless, we believe that improvements must be made in order to
improve the integrity of the data maintained and submitted by award recipients.
Such improvements may include increased training or access to technical
assistance, and increased review of recipient source documentation during the
active award period for recipients identified as medium or high risk. We recommend
that OJP and OVW review existing policies and procedures to identify improvements
in ensuring the accuracy of data collected and submitted by award recipients.
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CONCLUSION AND RECOMMENDATIONS

The OIG found that the OJP, COPS Office, and OVW have made significant
improvements to the award closeout process since the issuance of our
2006 Closeout Report. Most significantly, in our 2006 report we identified over
$550 million in award recipient drawdowns that were made after expiration of the
award liquidation deadline. In this audit, we found that the awarding agencies had
effectively implemented controls that prevent such drawdowns from occurring.
Additionally, in this audit we determined that 13 percent of OJP awards, 19 percent
of COPS Office awards, and 42 percent of OVW awards were closed after allowable
180 day timeframe, a marked improvement from our 2006 results, which found
82 percent, 99 percent, and 87 percent were closed late, respectively. Finally, in
2006 we identified a backlog of 12,505 awards (20 percent of the universe audited)
that were expired, but had not been closed. For this report, we identified
782 awards (2 percent of the universe audited) that were expired, but remained
open at the time of our analysis.

However, in this audit we identified multiple deficiencies in DOJ’s award
closeout processes and practices that require improvement. Specifically, we
identified $28,810,221 in funding that remains obligated against awards that were
eligible for closeout at the time of our audit, and in some cases had ended as far
back as 2005, including $1,465,592 in OJP and OVW funding still obligated to
organizations that have not been operational for as many as 10 years. Additionally,
our sample testing identified approximately $4 million in unused OJP, COPS Office,
and OVW funding that remains obligated against awards that expired as many as
6 years ago, and over $1 million in refunds submitted by recipients as many as
5 years ago that has not been deobligated and put to better use. We determined
that a broad range of circumstances can lead to delayed closeouts, including, but
not limited to, late recipient submissions of final reports, recipient reports for which
the awarding agency requests updated or additional information, the resolution of
financial discrepancies between a recipient’s final FFR and PHRs, or a delay in
recipients submitting final products or deliverables funded by the award.
Additionally, for awards that had been expired for extended periods of time, we
found that technical issues or ongoing monitoring activity by the awarding agencies
were often significant factors. Over the course of our audit, we communicated with
agency officials, and those officials have already begun conducting detailed reviews
of expired awards that remain open and taking corrective actions, as appropriate.

Finally, we found that the system in place at the time of our audit to verify
the accuracy and allowability of recipient spending is not always effective. As part
of our work, we conducted a limited review of recipient accounting records that
identified $762,183 in unallowable questioned costs. Conducting full audits of these
recipients was not necessary in order to identify the unallowable spending. Rather,
issues such as (1) spending before or after the project period, (2) expenditures not
approved by the awarding agencies, (3) spending in excess of approved budget
categories, and (4) drawdowns that were not supported by the recipient’s
accounting records were readily identifiable.

41



DOJ awards billions of dollars in funding each year, and the OIG recognizes
that the OJP, COPS Office, and OVW cannot perform detailed monitoring or reviews
of all recipients. However, enhancing the existing closeout review process would
strengthen effective award administration in several areas. First, as previously
discussed, a limited review of this data will uncover certain areas of readily-
identifiable unallowable spending. The results of these reviews could also enhance
existing monitoring processes by strategically informing the selection process for
future award monitoring. Finally, implementing processes to review recipient
accounting records during closeout enhances DOJ’s controls and should help deter
award recipients from engaging in unallowable spending given that their accounting
entries will be available to DOJ officials at the end of an award.

We believe that making the following enhancements to the award closeout
process is reasonable and necessary in consideration of the critical responsibility
that DOJ awarding agencies have to ensure effective fiscal stewardship of billions of
dollars awarded each year.

We recommend that OJP:

1. Develop and implement revised closeout policies resulting from this audit, or
in response to 2 CFR § 200.343, to: (1) ensure that any such policies
consider the 455-day timeframe for closing an award, (2) ensure that awards
that remain open for 455 days or more be subject to additional layers of
agency review, and (3) enhance collaboration and communication between
the OIG and the awarding agencies by submitting to the OIG, on a semi-
annual basis, a list of awards that remain open due to OIG audit or other
monitoring activity.

2. Develop and implement a process to review awards that are expired, but not
closed, on an annual basis, and take appropriate action for: (1) any funding
that is obligated against recipients that are no longer operational; (2) awards
that remain open due to stale monitoring activity; and (3) awards that were
approved for non-compliant closeout or are affected by other extenuating
circumstances that are delaying award closeout.

3. Remedy and put to better use the $148,685 in funds obligated against Award
Number 2006-IP-BX-K001, as the organization has been legally dissolved
since January 2011.

4. Develop and implement policies and procedures to ensure that funding
reported as unobligated by the recipient be deobligated and put to better use
within a timely manner, as appropriate, regardless of ongoing monitoring
activity.

5. Develop and implement policies to ensure that monies refunded by a
recipient are deobligated, as appropriate, in a timely manner after receipt.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Remedy and put to better use the $71,264 in funds that remain obligated
against awards that expired prior to the OIG’s scope start-date of October 1,
2008.

Review its universe of awards that expired prior to October 1, 2008, for
which closeout has not yet occurred, address the individual issues resulting in
delayed final closeout, and close awards as appropriate.

Review and put to better use, as appropriate, the remaining $11,654,392 in
funds obligated against awards that have expired, but have not been closed.

Develop and implement policies and procedures to: (1) enhance the existing
monitoring and risk assessment process by conducting a review of final grant
ledger accounting activity for a portion of awards that are either closed or in
the closeout process, and (2) include a special condition in all award
packages notifying recipients that grant accounting ledgers are subject to
agency review.

Develop and implement policies and procedures to ensure that recipients
with significant issues identified during the closeout process be shared
between the three awarding agencies.

Review existing policies and procedures to identify improvements in ensuring
the accuracy of data collected and submitted by award recipients.

Remedy $14,614 in unallowable indirect, personnel, and fringe-related
questioned costs associated with OJP Award Number 2010-TY-FX-0105.

Remedy $52,325 in unallowable contractual, equipment, and travel-related
questioned costs associated with OJP Award Number 2011-AC-BX-0017.

Remedy $32,906 in unallowable questioned costs incurred outside of the
award period associated with OJP Award Number 2010-DC-BX-0116.

Remedy $20,114 in unallowable indirect, incentive and entertainment-related
questioned costs associated with OJP Award Number 2010-TY-FX-0103.

Remedy $20,641 in unallowable fringe, personnel, and indirect-related
questioned costs associated with OJP Award Number 2011-JU-FX-0022.

Remedy $10,880 in unallowable questioned costs incurred outside of the
award period associated with OJP Award Number 2013-CD-BX-0031.

Remedy $3,462 in unallowable indirect questioned costs which exceeded the
amount approved by OJP associated with OJP Award Number
2010-TY-FX-0108.

Remedy $122,720 in unallowable personnel-related questioned costs which
exceeded the 10 percent rule associated with OJP Award Number
2008-DN-BX-K184.
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20.

Remedy $1,654 in unallowable questioned costs related to consultants and
costs incurred outside of the award period associated with OJP Award
Number 2013-DJ]-BX-0313.

We recommend that the COPS Office:

21.

22.

23.

24.

25.

26.

27.

28.

29.

Develop and implement revised closeout policies resulting from this audit, or
in response to 2 CFR § 200.343, to: (1) ensure that any such policies
consider the 455-day timeframe for closing an award, (2) ensure that awards
that remain open for 455 days or more be subject to additional layers of
agency review, and (3) enhance collaboration and communication between
the OIG and the awarding agencies by submitting to the OIG, on a semi-
annual basis, a list of awards that remain open due to OIG audit or other
monitoring activity.

Develop and implement policies and procedures to ensure that funding
reported as unobligated by the recipient be deobligated and put to better use
within a timely manner, as appropriate, regardless of ongoing monitoring
activity.

Develop and implement policies and procedures to ensure that any refunds
submitted by the recipient after the award period has ended are deobligated
and put to better use, as appropriate, within a timely manner after receipt.

Review and put to better use, as appropriate, the remaining $2,357,016 in
funds obligated against awards that have expired, but have not been closed.

Develop and implement policies and procedures to: (1) enhance the existing
monitoring and risk assessment process by conducting a review of final grant
ledger accounting activity for a portion of awards that are either closed or in
the closeout process, and (2) include a special condition in all award
packages notifying recipients that grant accounting ledgers are subject to
agency review.

Develop and implement policies and procedures to ensure that recipients
with significant issues identified during the closeout process be shared
between the three awarding agencies.

Remedy $565 in unallowable questioned costs resulting from the recipient
drawing down more funds than what was expended associated with COPS
Office Award Number 2009-HE-WX-0058.

Remedy $33,544 in unallowable personnel-related questioned costs
associated with COPS Office Award Number 2010-UM-WX-0245.

Remedy $33,015 in unallowable questioned costs resulting from the recipient
drawing down more funds than what was expended associated with COPS
Office Award Number 2010-UM-WX-0331.
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30.

31.

32.

Remedy $5,453 in unallowable indirect questioned costs associated with
COPS Office Award Number 2012-CK-WX-K026.

Remedy $265,504 in unallowable equipment-related questioned costs
associated with COPS Office Award Number 2011-CK-WX-0027.

Remedy $23,983 in unallowable costs associated with COPS Office Award
Number 2010-RK-WX-0004, including:

a. $12,474 in unallowable charges resulting from the recipient drawing
down more funds that what was expended.

b. $11,419 in unallowable personnel charges which exceeded the
10 percent rule.

We recommend that OVW:

33.

34.

35.

36.

37.

38.

Develop and implement revised closeout policies resulting from this audit, or
in response to 2 CFR § 200.343, to: (1) ensure that any such policies
consider the 455-day timeframe for closing an award, (2) ensure that awards
that remain open for 455 days or more be subject to additional layers of
agency review, and (3) enhance collaboration and communication between
the OIG and the awarding agencies by submitting to the OIG, on a semi-
annual basis, a list of awards that remain open due to OIG audit or other
monitoring activity.

Develop and implement a process to review awards that are expired, but not
closed, on an annual basis, and take appropriate action to: (1) identify any
funding that is obligated against recipients that are no longer operational,
(2) review awards that remain open due to stale monitoring activity, and

(3) ensure outstanding programmatic or financial issues that contribute to
the delays in closing awards are addressed in a timely manner.

Remedy and put to better use the $1,316,907 in funding that remains
obligated against Award Numbers 2004-SW-AX-0036, 2005-IW-AX-0009,
2005-IW-AX-0010, 2005-WL-AX-0073, 2005-WR-AX-0011,
2006-WL-AX-0023, 2007-TW-AX-0033, 2009-WH-AX-0010, and
2007-IW-AX-0005, as the recipients are no longer operational.

Develop and implement policies and procedures to review balances reported
as unobligated by the recipient during the liquidation period, or balances
amended by OVW to include unobligated funds, and to deobligate these
balances, as appropriate, within a timely manner.

Develop and implement policies and procedures to ensure that any refunds
submitted by the recipient after the award period has ended are deobligated
and put to better use, as appropriate, within a timely manner.

Remedy the remaining $579,248 in funds to better use that remain obligated
against awards that have been expired over 8 years.
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39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49,

50.

51.

Review and put to better use, as appropriate, the remaining $12,682,709 in
funds obligated against awards that have expired, but have not been closed.

Develop and implement policies and procedures to: (1) enhance the existing
monitoring and risk assessment process by conducting a review of final grant
ledger accounting activity for a portion of awards that are either closed or in
the closeout process, and (2) include a special condition in all award
packages notifying recipients that grant accounting ledgers are subject to
agency review.

Develop and implement policies and procedures to ensure that recipients
with significant issues identified during the closeout process be shared
between the three awarding agencies.

Review existing policies and procedures to identify improvements in ensuring
the accuracy of data collected and submitted by award recipients.

Remedy $5,423 in unallowable personnel questioned costs which exceeded
the 10 percent rule associated with OVW Award Number 2012-WL-AX-0011.

Remedy $637 in unallowable indirect questioned costs which exceeded the
amount approved by OVW associated with OVW Award Number
2010-TA-AX-K012.

Remedy $655 in unallowable supplies questioned costs which were not in the
OVW approved budget associated with OVW Award Number
2012-WL-AX-0059.

Remedy $17,224 in unallowable questioned costs resulting from the recipient
drawdowns that exceeded grant expenditures, and costs incurred outside of
the award period associated with OVW Award Number 2011-WE-AX-0017.

Remedy $685 in unallowable facility rent-related questioned costs not
approved in the OVW approved budget associated with OVW Award Number
2013-FL-AX-0018.

Remedy $4,579 in unallowable travel-related questioned costs associated
with OVW Award Number 2013-TA-AX-K016.

Remedy $7,603 in unallowable supplies, indirect, and other questioned costs
associated with OVW Award Number 2011-WH-AX-0017.

Remedy $2,647 in unallowable personnel questioned costs not approved in
the OVW approved budget associated with OVW Award Number
2008-WE-AX-0038.

Remedy $442 in unallowable personnel questioned costs which exceeded the
10 percent rule associated with OVW Award Number 2014-DW-AX-0002.
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52.

53.

54.

55.

56.

57.

58.

59.

60.

61.

Remedy $4,844 in unallowable expenditures exceeding the 10 percent rule,
outside the approved project period, and drawdowns in excess of recorded
expenditures associated with OVW Award Number 2014-SW-AX-0023.

Remedy $11,285 in excess indirect costs and unallowable mileage expenses
associated with OVW Award Number 2010-TW-AX-0030.

Remedy the $5,231 in unallowable contract and indirect questioned costs
associated with OVW Award Number 2010-TW-AX-0043.

Remedy the $1,069 in unallowable classified ad and bank fee questioned
costs budget associated with OVW Award Number 2013-IW-AX-0002.

Remedy $22,895 in unallowable indirect questioned costs which exceeded
the approved amount OVW approved budget associated with OVW Award
Number 2012-TW-AX-0024.

Remedy $5,000 in unallowable consultant-related questioned costs incurred
outside of the project period associated with OVW Award Number
2012-W5-AX-K004.

Remedy $21,837 in unallowable personnel questioned costs charges which
exceeded the 10 percent rule associated with OVW Award Number
2012-FW-AX-K002.

Remedy $146 in unallowable indirect questioned costs which exceeded the
approved amount in the OVW approved budget associated with OVW Award
Number 2011-WC-AX-K020.

Remedy $349 in unallowable questioned costs incurred outside of the project
period associated with OVW Award Number 2011-TW-AX-0006.

Remedy $8,344 in unallowable indirect questioned costs associated with OVW
Award Number 2011-TA-AX-K127.
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STATEMENT ON INTERNAL CONTROLS

As required by Government Auditing Standards, we tested, as appropriate,
internal controls significant within the context of our audit objectives. A deficiency
in an internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect in a timely manner: (1) impairments to the
effectiveness and efficiency of operations, (2) misstatements in financial or
performance information, or (3) violations of laws and regulations. Our evaluation
of the OJP, COPS Office, and OVW's internal controls was not made for the purpose
of providing assurance on its internal control structure as a whole. The OJP, COPS
Office, and OVW management is responsible for the establishment and maintenance
of internal controls.

As noted in the Audit Results section of this report, we identified deficiencies
in the OJP, COPS Office, and OVW's internal controls that are significant within the
context of the audit objectives and based upon the audit work performed we
believe adversely affect the OJP, COPS Office, and OVW'’s ability to properly close
awards.

Because we are not expressing an opinion on the OJP, COPS Office, and
OVW'’s internal control structure as a whole, this statement is intended solely for
the information and use of the OJP, COPS Office, and OVW. This restriction is not
intended to limit the distribution of this report, which is a matter of public record.
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STATEMENT ON COMPLIANCE
WITH LAWS AND REGULATIONS

As required by the Government Auditing Standards, we tested, as
appropriate given our audit scope and objectives, selected transactions, records,
procedures, and practices to obtain reasonable assurance that the OJP, COPS
Office, and OVW'’s management complied with federal laws and regulations for
which noncompliance, in our judgment, could have a material effect on the results
of our audit. The OJP, COPS Office, and OVW’s management is responsible for
ensuring compliance with applicable federal laws and regulations. In planning our
audit, we identified the following laws and regulations that concerned the
operations of OJP, COPS Office, and OVW that were significant within the context of
the audit objectives:

e Public Law 114-117, the Grants Oversight and New Efficiency Act

e 2 Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards

e 28 CFR Part 66, Uniform Administrative Requirements for Grants and
Cooperative Agreements to State and Local Governments

Our audit included examining, on a test basis, the OJP, COPS Office, and
OVW'’s compliance with the aforementioned laws and regulations that could have a
material effect on the OJP, COPS Office, and OVW's operations, through analyzing
data, assessing internal control procedures, and examining procedural practices by
interviewing auditee personnel. Nothing came to our attention that caused us to
believe that the OJP, COPS Office, and OVW were not in compliance with the
aforementioned laws and regulations.
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APPENDIX 1

OBJECTIVES, SCOPE, AND METHODOLOGY

Audit Objectives

The objectives of our audit were to: (1) ensure that expired awards are
closed properly and in a timely manner, (2) ensure that award funds are
appropriately managed after award periods have ended, including deobligations and
subsequent drawdowns, and (3) determine whether appropriate controls were in
place to ensure that closeout data reported by recipients was accurate and
supported.

Scope and Methodology

We conducted this performance audit in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform
the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe that the
evidence obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives. In conducting our audit, we tested compliance with
what we consider to be the most important conditions of the closeout process.
Unless otherwise stated in this report, the criteria we used to evaluate compliance
are contained in the Code of Federal Regulations (CFR), the DOJ Grants Financial
Guide, OJP’s Grant Management Manual, COPS Office Closeout Policies and
Procedures, and OVW’s Grant Monitoring Manual.

Due to programmatic and financial concerns routinely identified through prior
OIG audit work, the oversight requirements included in the GONE Act, and the
significant issues identified in the 2006 Closeout Report, we determined a follow-up
audit was timely and appropriate.?®> Our audit generally covered, but was not
limited to, October 1, 2008, through September 30, 2016. To assess the OJP,
COPS Office, and OVW's closeout procedures, oversight, and management, we
conducted interviews with the OJP, COPS Office, and OVW officials, and performed
detailed analysis as described in the sections below.

Closeout Timeliness

To determine whether the OJP, COPS Office, and OVW closed expired awards
properly and in a timely manner, we obtained a list of all awards that ended from
FYs 2009 through 2016. We then reviewed internal policies and procedures for
each agency to determine the timelines that the agency utilized for the award
closeout process. We also compared agency policy to those included in
2 CFR § 200.343. We determined that the internal policies and procedures for each
agency are more stringent than the CFR requirements; additionally, neither the

23 U.S. Department of Justice Office of the Inspector General, Audit of the Department of
Justice’s Grant Closeout Process, Audit Report 07-05, December 2006.
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OJP, COPS Office nor OVW had adopted the policies as stated in the CFR at the time
of our audit. Therefore, we conducted our analysis in accordance with the policies
set internally by each agency.

We reviewed the data provided to determine if any awards were not closed
within the established timeframes. All closeouts exceeding the 180-day timeframes
established by the awarding agencies were identified as late, and are summarized
in Table 2 of this report.

To assess the reliability of the data analyzed in this report, we (1) reviewed
each agency’s data submission for errors related to completeness or accuracy,
(2) traced a statistically random sample of data to source documents. We found
that data tracking recipient refunds was not sufficiently reliable for the purposes of
this audit. Any discussion of refunds in this report is reliant on source
documentation obtained from the agency’s grant management systems, or from the
Grants Payment Request System. While other minor discrepancies were identified,
we considered the discrepancies to be immaterial to our work. On the basis of our
assessment, we believe the data are sufficiently reliable for the purposes of this
review.

Closeout Fund Management

To determine if the OJP, COPS Office, and OVW appropriately managed
award funds after the award period ended, we reviewed the list of all awards that
ended during our scope, as well as each agency’s entire universe of expired, but
open awards. We conducted a detailed review (1) the 30 oldest awards that are
expired with funds still obligated, but for which closeout has not occurred, and
(2) 30 additional awards for each agency that had been closed after the allowable
180 day timeframe. Specifically, we reviewed closeout documentation, award
monitoring activity, prior audits, recipient FFRs, and PHRs to determine, broadly,
the underlying reasons that funds remained obligated against awards that are
expired, and other factors that contribute to delayed closeouts. We also reviewed
the awards to determine the total amount of funds that remain obligated, as well as
to determine if the remaining obligated amounts on the award were comprised of
recipient refunds or unobligated balances.

To determine if the OJP, COPS Office, and OVW appropriately managed
drawdowns following the end of the project period, we reviewed internal policy and
procedures as well as Federal regulations to determine the allowable timeframe for
recipient drawdowns. According to the 2 CFR § 200.343 and agency regulations,
award recipients must liquidate all obligations incurred under a Federal award no
later than 90 calendar days after the end date of the period of performance. We
analyzed the drawdowns to determine if any drawdowns were made by the
recipients after the end of the 90 day liquidation period. Drawdowns that appeared
to post after the liquidation period were further reviewed in order to verify that they
had been requested within the allowable timeframe.
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Closeout Accuracy

To determine if the OJP, COPS Office, and OVW maintained appropriate
controls to ensure that closeout data reported on the FFR by recipients was
accurate and supported, we selected a random sample of 118 recipients for FFR
data verification. The retention period for all financial and programmatic records,
supporting documents, statistical records, and other award records is 3 years from
the date that the final expenditure report was submitted. Therefore, the scope of
our sample was awards that ended within the last 3 years. We requested
accounting records from the 118 sampled recipients to determine if (1) the
expenditures recorded match those reported on the final FFR, and (2) the
drawdowns recorded did not exceed recorded expenditures. Additionally, we
conducted a limited review of award expenditures to ensure that the expenditures
were allowable and reasonable per the approved budget. We obtained all
applicable award documentation and supporting documentation for the review from
the applicable agency and the recipient.

To determine if the OJP, COPS Office, and OVW maintained appropriate
controls to ensure that closeout data reported on the final progress report by
recipient were accurate and supported, we selected a random sample of
57 recipients for progress report data verification. The retention period for all
financial and programmatic records, supporting documents, statistical records, and
other award records is 3 years from the date that the final expenditure report was
submitted. Therefore, the scope of our sample were awards that were closed within
the last 3 years. From the random sample of 57 recipients, we judgmentally
selected between one and four performance measures for review and reviewed
supporting documentation for the selected measures. The documentation was
reviewed to determine the accuracy of the data reported on the progress report
provided to the awarding agency.
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