


AUDIT OF THE OFFICE OF JUSTICE PROGRAMS
OFFICE OF JUVENILE JUSTICE AND DELINQUENCY
PREVENTION GRANTS AWARDED TO
BI1G BROTHERS BIG SISTERS OF AMERICA

EXECUTIVE SUMMARY

The Department of Justice, Office of the Inspector General, Audit
Division, completed an audit of three Office of Justice Programs, Office of
Juvenile Justice and Delinquency Prevention grants awarded to the national
headquarters of Big Brothers Big Sisters of America (BBBSA) located in
Philadelphia, Pennsylvania. The grants reviewed were grant numbers
2009-TY-FX-0047, 2010-JU-FX-0005, and 2011-MU-MU-0017, which totaled
$23,177,286. The grants were provided to support BBBSA’'s mentoring
services to tribal youth, youth with a parent in the military, and other high-
risk populations that were considered underserved due to various factors.
The primary goal of BBBSA was to provide children facing adversity with
enduring, professionally supported relationships that change their lives for
the better.

The purpose of our audit was to determine whether the
reimbursements claimed for costs under the grants were allowable,
supported, and in accordance with applicable laws, regulations, guidelines,
and the terms and conditions of the grants. We also evaluated program
performance to determine whether the goals and objectives of the grants
were met, as well as the grant-funded programs’ overall accomplishments.

Overall, we determined that BBBSA was in material non-compliance
with the majority of the grant requirements we tested. Most significantly,
we found that BBBSA'’s practices for recording and supporting grant-related
expenditures were inadequate to safeguard grant funds and ensure
compliance with the terms and condition of the grants. We also determined
that all BBBSA expenditures were unsupported due to the commingling of
funds within BBBSA’s general fund account. Finally, we found that BBBSA
(1) did not adequately safeguard grant funds; (2) did not adequately
monitor subrecipients or require subrecipients to support the grant funds
received and expended; (3) charged unsupported and unallowable
expenditures to the grant; (4) did not compute indirect costs based on its
approved agreement; (5) did not adequately monitor consultants; (6) did
not base its drawdown of funds on actual expenditures; (7) did not monitor
actual spending against the approved budget; (8) did not properly safeguard
accountable property acquired with grant funding; (9) did not prepare
Federal Financial Reports based on actual expenditures; and (10) generated



program income which was not properly reported. As a result of these
weaknesses, we questioned $19,462,448 in funding that the grantee has
received and recommended the $3,714,838 in funds not yet disbursed be
put to better use.

Based on the findings related to BBBSA, we made
15 recommendations to the Office of Justice Programs, regarding the use of
grant funds, including questioned costs and funds to better use. These
items are discussed in detail in the Findings and Recommendations section
of the report. Our audit objectives, scope, and methodology are discussed
in Appendix I. Our Schedule of Dollar-Related Findings is located in
Appendix I1.

Due to the significant findings and recommendations found during this
audit, we also provided the Office of Justice Programs a preliminary briefing
on our audit findings. In response to that briefing, the Office of Justice
Programs froze the disbursement of all grant funds to BBBSA and notified
BBBSA of this restriction.

We discussed the results of our audit with BBBSA officials and have
included their comments in the report, as applicable. Additionally, we
requested a response to our draft report from BBBSA and OJP, and their
responses are appended to this report as Appendix IV and V, respectively.
Our analysis of both responses, as well as a summary of actions necessary
to close the recommendations can be found in Appendix VI of this report.
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INTRODUCTION

The Department of Justice, Office of the Inspector General, Audit
Division, has completed an audit of three grants awarded by the Office of
Justice Program’s (OJP) Office of Juvenile Justice and Delinquency
Prevention (OJJDP) to Big Brothers Big Sisters of America (BBBSA) located in
Philadelphia, Pennsylvania. These grants included: (1) grant number
2009-TY-FX-0047, that funded FY 2009 Tribal Youth National Mentoring
Programs, (2) grant number 2010-JU-FX-0005, that funded FY 2010
National Mentoring Programs, and (3) grant number 2011-MU-MU-0017,
that funded FY 2011 National Mentoring Programs. As shown in Exhibit I,
OJP awarded BBBSA a total of $23,177,286 under the three awards.

EXHIBIT 1
BBBSA OFFICE OF JUSTICE PROGRAMS AWARDS

AWARD FROCECT PIERIOD AWARD END DATE AWARD AMOUNT
START DATE
2009-TY-FX-0047 10/1/2009 12/31/2011 $ 1,867,286
2010-JU-FX-0005 10/1/2010 03/31/2013 10,000,000
2011-MU-MU-0017 10/1/2011 09/30/2013 11,310,000
Total $23,177,286

Source: Office of Justice Programs

The purpose of our audit was to determine whether reimbursements
claimed for costs under the grants were allowable, supported, and in
accordance with applicable laws, regulations, guidelines, and the terms and
conditions of the grants. We also assessed BBBSA’s program performance in
meeting grant objectives and overall grant-related accomplishments.

Office of Justice Programs

The Office of Justice Programs (OJP), within the Department of Justice,
provides the primary management and oversight of the grants we audited.
According to its website, OJP provides innovative leadership to federal, state,
local, and tribal justice systems by disseminating state-of-the-art knowledge
and practices across America, and providing grants for the implementation
of these crime fighting strategies. Because most of the responsibility for
crime control and prevention falls to law enforcement officers in states,
cities, and neighborhoods, the federal government can be effective in these
areas only to the extent that it can enter into partnerships with these
officers. Therefore, OJP does not directly carry out law enforcement and




justice activities. Instead, OJP works in partnership with the justice
community to identify the most pressing crime-related challenges
confronting the justice system and to provide information, training,
coordination, and innovative strategies and approaches for addressing these
challenges.

Office of Juvenile Justice and Delinquency Prevention

The Office of Juvenile Justice and Delinquency Prevention (OJJDP),
within OJP, is responsible for management and oversight of the three grants
we audited. OJJDP contributes to the reduction of youth crime and violence
through comprehensive and coordinated efforts at the federal, state, and
local levels.

OJJDP also works to strengthen the nation’s juvenile justice system
and supports prevention and early intervention programs that make a
difference for young people and their communities. According to its website,
OJJDP has long supported mentoring programs, awarding more than
$480 million since 1994 to support juvenile and youth mentoring programs.

Big Brothers Big Sisters of America

Big Brothers Big Sisters of America (BBBSA), headquartered in
Philadelphia, Pennsylvania, is an organization formed in 1977 through a
merger of Big Brothers Association and Big Sisters International. BBBSA
was established to provide leadership, strategic direction, and unified
standards of service throughout the national network of affiliate agencies.
BBBSA is a non-profit 501(c)(3) organization and each of its affiliate
agencies is a separate 501(c)(3) organization.® The mission of BBBSA is to
provide children facing adversity with strong and enduring professionally
supported one-to-one relationships that change their lives for the better.

According to its website, BBBSA operates in almost 370 communities
across the United States. Local affiliates work to design and develop
programs that are tailored to the needs of their community. Utilizing the
network of affiliate agencies, BBBSA matches at-risk youths (“Littles™) with
adult role models (“Bigs”) to provide one-to-one mentoring for children
between the ages of 6 and 18. BBBSA operates several special programs to
meet the needs of communities facing adversity. These special programs

1 501 (c)(3) organizations have been granted tax exempt status by the Internal
Revenue Service under 26 U.S.C. 501 (¢)(3).



include: African-American mentoring, Hispanic mentoring, Native American
mentoring, military children mentoring, and programs that provide adult role
models to children coping with parental incarceration.

As part of the relationship between BBBSA and its affiliates, affiliates
pay certain fees to BBBSA, including a membership affiliation fee and an
Agency Information Management (AIM) system fee.? The membership
affiliation fees and AIM fees, as reported on the tax year ending June 30,
2011 tax exempt income tax return, totaled $3,740,015. We discuss these
fees in more detail in the Program Income section of the report.

Recently, BBBSA has gone through some changes to its management
team. In June 2012, a new Chief Executive Officer was appointed by the
BBBSA Board of Directors (Board). Shortly after the appointment, the
BBBSA headquarters staffing level was reduced by 25 percent from 111 to
83. A new executive leadership team, including a Chief Operating Officer
and Senior Director of Finance, were also appointed at the end of 2012.

Over the course of our audit we kept BBBSA management apprised of
the results of our work. The newly appointed Chief Operating Officer
developed an internal audit committee and action plan to address some of
the deficiencies we had identified during fieldwork. In discussions with
BBBSA senior management, as well as the BBBSA Chairman of the Board,
they indicated the organization was committed to addressing and resolving
all of the issues identified by our audit. However, we did not assess or
review the adequacy of the steps BBBSA was taking to address the issues
because the action plan was not fully implemented at the time of our
fieldwork.

BBBSA Grants

Since 2004, BBBSA has received 13 grants from OJP totaling
$68,488,039.% These grants have generally been for two major programs,
the Tribal Youth National Mentoring program and the National Mentoring
program, which are described below.

2 AIM is BBBSA’s program management system which allows its network of affiliates
to track matches between Bigs and Littles and allows it to conduct case management, youth
outcomes, and program evaluation.

3 Appendix I11 includes a listing of OJP grants awarded to BBBSA since 2004.



Beginning in 2008, BBBSA has received grants under the Tribal Youth
National Mentoring program. These grants provided funding for BBBSA to
offer mentoring services to tribal youth populations that are underserved
due to location, shortage of mentors, emotional or behavioral challenges of
the targeted population, or other situations identified by the federally
recognized tribes. BBBSA received these grants for 2008, 2009, 2010, and
2011.

Annually, beginning in 2007, BBBSA has received National Mentoring
program grants.” These grants were awarded to provide mentoring services
to high-risk populations that are underserved due to various factors
identified by the community in need of mentoring services. In 2007, BBBSA
was 1 of 17 organizations selected to receive non-competitive or
“invitational” grants from the Department of Justice. This decision was
made by the Assistant Attorney General after the elimination of the previous
practice of “earmarking” the recipients of awards by Congress. According to
the Assistant Attorney General, the decision to use invitational awards was
to ensure the continuing and deserving programs would receive funds.>

In 2008, National Mentoring grants were no longer invitational, but
instead an open solicitation was announced on OJP’s website soliciting
applicants to apply. However the applicant pool was limited to national
organizations, defined as those organizations having an active program or
programs and active affiliates, chapters, or subgrantees in at least 45 states.
All applicants, including BBBSA, were required to submit an application for
the grants and, in the event of receiving an award, provide 90 percent of the
award received to at least 38 of the states where BBBSA had a presence.

Our Audit Approach

Where possible, we tested compliance with what we considered to be
the most important conditions of the grants. Unless otherwise stated in our
report, we applied the OJP Financial Guide as our primary criteria during our
audit. The OJP Financial Guide serves as a reference manual assisting award
recipients in their fiduciary responsibility to safeguard grant funds and
ensure funds are used appropriately. In addition, we tested against policies

4 The FY 2011 National Mentoring grant award funds included $3,310,000 in funds
that were transferred from the Department of Defense to OJJDP to provide mentoring
programs and services to youth with a parent in the military, including a deployed parent.

> U.S. Department of Justice Office of the Inspector General, Procedures Used by the
Office of Juvenile Justice and Delinquency Prevention to Award Discretionary Grants in Fiscal
Year 2007, Audit Report 09-24 (April 2009).



found in applicable Office of Management and Budget and Code of Federal
Regulations criteria that we also considered in performing our audit. We
tested BBBSA's:

¢ Internal control environment to determine whether the financial
accounting system and related internal controls were adequate to
safeguard grant funds and ensure compliance with the terms and
conditions of the grant.

e Monitoring of subrecipients to determine whether BBBSA
provided sufficient oversight of its subrecipients.

¢ Grant expenditures to determine whether the costs charges,
including personnel, fringe benefits, travel expenditures, consultant
payments, and other expenditures, to the grants were allowable
and supported.

e Indirect costs to ensure that charges paid for with grant funding
complied with BBBSA'’s indirect cost agreement.

e Drawdowns (requests for grant funding) to determine whether
BBBSA'’s requests for funding were adequately supported.

e Budget management and control to determine the overall
acceptability of budgeted costs by identifying any budget deviations
between the amounts authorized in the OJP grant budget and the
actual costs incurred for each budget category.

e Accountable property to determine BBBSA’s procedures for
controlling accountable property.

e Reporting to determine if the required periodic Federal Financial
Reports and Progress Reports were submitted on time and
accurately reflect grant activity.®

¢ Program performance and accomplishments to determine
whether BBBSA achieved the grant’s objectives and to assess
performance and grant accomplishments.

® In October 2009, the financial reporting form was changed from the Financial
Status Report to the Federal Financial Report. Because most of the forms we reviewed were
Federal Financial Reports, that is how we refer to them in this report.



When applicable in our grant audits, we also test for compliance in the
areas of matching funds and program income. For the grant awards to
BBBSA, we determined that matching funds were not required and were told
the grant programs generated no program income.



FINDINGS AND RECOMMENDATIONS

COMPLIANCE WITH ESSENTIAL GRANT REQUIREMENTS

We determined that all BBBSA expenditures were
unsupported due to commingling of funds and that BBBSA
was in material non-compliance with the essential grant
requirements in the areas we tested. Specifically, we found
that BBBSA (1) did not adequately safeguard grant funds;

(2) did not adequately monitor subrecipients or require
subrecipients to support the grant funds received and
expended; (3) charged unsupported and unallowable
expenditures to the grant; (4) did not accurately compute
indirect costs; (5) did not adequately monitor consultants;
(6) did not base its drawdown of funds on actual
expenditures; (7) did not monitor actual spending against
approved budgets; (8) did not properly safeguard accountable
property acquired with grant funding; (9) did not prepare
Federal Financial Reports based on actual expenditures; and
(10) generated program income which was not properly
reported. As a result of these weaknesses, we questioned
$19,462,448 in funding that BBBSA received and recommend
the remaining grant funds, totaling $3,714,838, not yet
disbursed be put to better use. These amounts represent the
total award amount for the three grants we audited. The
conditions for our findings, including the underlying causes
and potential effects, are further discussed in the body of this
report.’

Overview

In August 2012, we initiated an audit of three grants provided by OJP
to BBBSA totaling $23,177,286. Following our routine audit process, we
requested summary and detailed accounting records for all expenditures
charged to the grant. In response to our request, and after repeated
attempts to obtain the information, BBBSA provided accounting system
reports that included journal entries summarizing what it stated to be a
collection of grant-related transactions. We asked BBBSA to identify the

’ The Inspector General Act of 1978, as amended, contains our reporting
requirements for questioned costs and funds put to better use. However, not all findings
are dollar-related. See Appendix Il, for a breakdown of our dollar-related findings and for
the definition of questioned costs and funds to better use.



underlying transactions associated with each of the summary entries, but
the accounting staff was unable to use its accounting system to provide that
information. Instead, BBBSA provided spreadsheets that we found were
based on budgets, included miscalculations, and did not tie back to the
summary journal entries previously provided.

When asked whether the grant-related transactions could be identified
in the accounting system specifically, BBBSA finance staff acknowledged that
it had not been using its accounting system to track grant activity. Instead,
spreadsheets were maintained outside of the accounting system and were
the primary source of transactions related to the OJP grants we audited.
Additionally, we found that the OJP grants were commingled in the same
operating account in BBBSA’s accounting system with other funding sources,
including other restricted funds.

The difficulty in producing a listing of grant-related transactions was
discussed with BBBSA’s accounting staff, who acknowledged the issue and
explained that the difficulty was due to a recent reduction in staff combined
with the timing of our audit, as external auditors were scheduled to perform
BBBSA'’s annual financial audit.

Due to BBBSA'’s continued inability to produce an accounting system
report of detailed grant-related transactions, we suspended the audit and
issued a warning letter to the agency on September 18, 2012. The warning
letter informed BBBSA that if it was unable to identify the specific
transactions related to the three grants we were auditing within 30 days, we
would issue a report questioning all funds disbursed for each award. Within
30 days of the warning letter, BBBSA provided a manually prepared listing,
rather than a report from its accounting system, of what it stated were
grant-related transactions. At this point, our audit work resumed and was
completed in February 2013. We discuss the assessment of the manually
prepared listing of expenditures further in the Internal Control Environment
section and throughout the report.

Internal Control Environment

While our audit did not assess BBBSA’s overall system of internal
controls, we did review certain internal controls of BBBSA’s financial
management system specific to the administration of the grant funds during
the period under review. Specifically, we determined that BBBSA did not
have adequate written internal control procedures to govern the use of
federal funds and did not have adequate processes in place to ensure the
safeguarding and segregation of federal funds from other sources. These



internal control deficiencies are discussed in greater detail below and
warrant corrective action.

We reviewed BBBSA'’s Single Audit Report and OJP Desk Review
Reports to assess the organization’s risk of non-compliance with laws,
regulations, guidelines, and the terms and conditions of the grants. We also
interviewed management staff from the organization, reviewed financial
management policies, performed testing when possible, and reviewed
financial and performance reporting activities to further assess the risk. Our
review of the Single Audit and OJP Desk Reviews are discussed below.

Financial Management System

We found BBBSA'’s financial management system did not have
adequate controls in place to safeguard grant funds. Most significantly, we
determined the practices for recording and supporting grant-related
expenditures were inadequate to ensure compliance with the terms and
conditions of the grants. Specifically, we found that BBBSA grant-related
expenditures were not segregated from funds from other sources. As a
result, BBBSA’s accounting practices prevented it from producing a reliable,
accurate, and supportable representation of how grant funding was used.
Without this, grant funding was not adequately safeguarded to ensure
compliance with the terms and conditions of the grants. In addition, the
potential existed that grant funds specifically received for one project were
used to support other projects. Further, if grantees are not properly
safeguarding grant funds, there is a potential for fraud, waste, and abuse.

According to the OJP Financial Guide (Financial Guide), award
recipients are responsible for establishing and maintaining an adequate
system of accounting and internal controls to account accurately for funds
awarded to them. The Financial Guide further states that an adequate
accounting system for grant recipients must be able to separately track
expenditures for grant awards. In addition, award recipients must provide
adequate fund accountability for each project it has been awarded and the
financial management system should require recipients to support
accounting records with source documentation.

We found that BBBSA did not properly segregate grant-related
expenditures to ensure that funds specifically received for one project were
not used to support another project or other activities. BBBSA commingled
grant-related expenditures in its operating account. BBBSA finance
department staff were unaware that grant-related transactions were
required to be tracked separately for each grant award. In addition,
BBBSA'’s financial management policies and procedures did not require
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sufficient oversight of its staff to ensure grant-related expenditures were
separately tracked. BBBSA did not have an internal control system in place
to safeguard funds and ensure that grant funds were used solely for
authorized purposes. Instead, all transactions were commingled in the
BBBSA operating account with other funding sources.

Summary Journal Entries

We found that grant-related expenditures were not expensed to an
appropriate fund account at the time a transaction occurred. Rather, BBBSA
made after-the-fact summary journal entries to grant fund account general
ledgers based on what we found to be inaccurate spreadsheets. The
summary journal entries we reviewed did not preserve the transaction
history that comprised the entry. The majority of entries were based on the
OJP-approved budget as opposed to the actual costs of the transactions. As
a result, we were unable to determine the universe of transactions for
testing because the summary general ledger entries were not adequately
memorialized and were not based on actual expenditures. As a result, we
discontinued our audit until BBBSA provided a manual listing of grant-related
transactions.

Manual Listings. When we were provided the manual listing of
transactions, we asked BBBSA for the methodology utilized to create the
manual listing and assessed the reliability of the data based on BBBSA’s
methodology. We found that the majority of the amounts represented by
these manual listings were based on budget estimates for personnel and
subrecipient payments. The remaining amounts identified actual
transactions associated with expenses, but these were based on the after-
the-fact recollection of the BBBSA Finance Director and were not
memorialized as grant-related at the time of the expenditure.

As an example, the BBBSA Finance Director told us that the personnel
and fringe benefit amounts on the manual listings were based on the OJP-
approved budget. Specifically, the total approved budget amount was
divided by the number of months for the grant funded program, rather than
the actual costs for personnel and fringe benefits. In addition, we found that
the manual listing included salary and wages claimed for two individuals who
were actually paid through accounts payable. As a result, we determined
that the budgeted costs associated with the salary and wages cost category
were not reliable for testing based on the methodology used to create the
listing.

We also assessed the reliability for the other cost categories included
in the manual listing associated with the grants, including subrecipient
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payments, consultant payments, travel expenditures, and indirect costs.
The BBBSA Finance Director told us that the subrecipient payments were
based on the total subaward divided evenly by the length of the subaward
period; the payments are not based on actual subrecipient expenses. We
determined that this was not a reasonable methodology for charging
subrecipient payments to the grant because of the requirement that grant
payments be based on actual expenditures.

The BBBSA Finance Director told us that for consultants, he identified
the transactions after the expense was incurred by associating or recalling
that the consultant was grant-related based on the consultant name. The
consultants were not memorialized in the accounting system as grant-
related at the time of the transaction. We determined that this was not a
reliable methodology for expensing consultant payments to the grants,
especially given the concurrent OJP grants. For travel related expenditures,
because all BBBSA transactions were in one operating account, BBBSA was
unable to reliably identify grant-related transactions after the fact. The
BBBSA Finance Director, on more than one occasion, acknowledged that this
methodology was prone to error. During a cursory review of the listing of
travel-related expenditures identified as grant-related by BBBSA, we noted
at least one travel and related expenses report, comprised of 19 individual
transactions totaling $1,694, was charged to more than one grant. In
addition, we reviewed the underlying support that was provided by BBBSA
for the grant-related charges and found that the support did not reliably
identify the award to which the travel was related. As a result, the BBBSA
identified travel expenditures were not reliable.

During interviews with BBBSA management officials, we discussed the
lack of adequate internal controls in place to safeguard funds and assure
grant funds are used solely for authorized purposes. We noted that grant-
related transactions were commingled in BBBSA'’s operating fund, including
other Department of Justice grants that were not included in the scope of
this audit. We were told by BBBSA management that the commingling was
pervasive throughout BBBSA'’s restricted funding sources and not limited to
grant funds.

We recommend that OJP ensure that BBBSA establishes appropriate
internal controls that include the design and implementation of policies and
procedures to ensure that the financial management system provides for
adequate recording and safeguarding of grant-related activities and ensure
that staff are adequately trained and supervised in the use of the system. In
addition, we recommend that OJP remedy the $19,462,448 in grant fund
drawdowns, as of February 2013, that are unsupported due to commingling
and put $3,714,838 in non-drawn down funds to better use.

- 11 -



Previous Single Audit and OJP Desk Reviews
Single Audit Review

According to OMB Circular A-133, non-federal entities that expend
$500,000 or more in federal awards in a year shall have a Single Audit
conducted. We reviewed BBBSA’s most recent Single Audit for the FY ending
June 30, 2011. We found that the independent auditors had issued an
unqualified opinion without noting any material internal control weaknesses,
deficiencies, or findings directly related to Department of Justice grants.

OJP Desk Reviews

An OJP desk review, or desk monitoring, consists of reviewing grant
files to ensure they are current, accurate, and complete. We noted that OJP
Program Managers responsible for grant awards 2009-TY-FX-0047 and
2010-JU-FX-0005 had performed desk reviews in September 2010,
September 2011, and June 2012. All three desk review reports stated that
BBBSA was not a high-risk grantee and a low priority for monitoring. None
of the desk reports noted any financial or progress compliance exceptions.

In performing our audit work, we review Single Audits and Desk
Reviews to determine whether any issues have already been identified within
an agency’s internal controls, as both reviews would contain such issues if
found. However, in this instance, both reviews contained no findings and, as
a result, we did not modify our audit based on the reviews. However, during
the course of our audit, we found significant internal control deficiencies and
ensured our audit scope was adjusted appropriately.

Subrecipient Monitoring

We determined BBBSA failed to provide adequate oversight of its
subrecipients. This included failure to assess subrecipient financial
management systems, failure to obtain budgets on which grant funds would
be spent, and no assessment of how the grant funds were spent. As a
result, BBBSA was unable to demonstrate that its subrecipients used grant
funding as intended.

As shown in the Exhibit Il below, we determined that from the
$23,177,286 BBBSA was awarded by OJP for the three grants we audited,
BBBSA budgeted $19,164,548, or about 83 percent, of this funding for
subaward funding to affiliates. Although these affiliates carry the Big
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Brothers Big Sisters name, they are separate and distinct non-profit
organizations that are operated independently from BBBSA.®

EXHIBIT 11
BBBSA BUDGETED SUBAWARD AMOUNTS

Budgeted Percentage of
Grant Subaward Total Grant
Amount Budget
2009-TY-FX-0047 $ 1,316,550 71%
2010-JU-FX-0005 8,000,000 80%
2011-MU-MU-0017 9,847,998 87%
Total $19,164,548 83%

Source: GMS, BBBSA budgets

As a prime recipient of OJP grant funding, BBBSA was required to
ensure that its subrecipients, such as the Big Brothers Big Sisters affiliates,
spent grant funding in accordance with the program and grant requirements,
laws, and regulations. Specifically, the Financial Guide requires that
grantees have written policies and procedures for subrecipient monitoring.
The Financial Guide also includes best practices that recipients may consider
incorporating in their subrecipient monitoring. These best practices include
pre-award procedures such as requiring subrecipients to submit detailed
performance plans with integrated budget line items.

In addition, the Financial Guide suggests using monitoring activities
during the life of the subaward such as requiring subrecipients to submit
monthly financial and performance reports and site visits to examine records
and observe operations. When site visits are not conducted, OJP suggests
inspecting documents that may include timesheets, invoices, contracts, and
ledgers that support monthly financial reports submitted by the subrecipient.
The Financial Guide also requires grantees to develop procedures to ensure
that subrecipients expending $500,000 or more in Federal awards during the
subrecipients’ fiscal year provide a complete audit within 9 months after its
year-end. Additionally, recipients need to evaluate the impact of
subrecipient activities on the recipient’s ability to comply with applicable
Federal regulations and ensure that the subrecipient takes timely and
appropriate corrective action on audit findings.

8 According to the Financial Guide, subawards, also known as subcontracts or
subgrants, refer to the award of financial assistance in the form of money (or property in
lieu of money) made by an OJP grantee under an OJP grant to an eligible subrecipient or by
a subrecipient to a lower-tier subrecipient.
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BBBSA required its affiliates to submit a financial audit within 60 days
of the completion of an affiliate’s fiscal year. However, BBBSA told us it did
not have a robust system to ensure that subrecipients fulfilled the corrective
actions noted in the audits that were performed. In response to our bringing
this issue to BBBSA'’s attention, BBBSA management stated that it intended
to implement strategies to ensure corrective action on all affiliate audit
findings, however, these strategies were not implemented prior to the close
of our fieldwork and we were not able to review any actions taken.

To evaluate BBBSA'’s subrecipient monitoring, we interviewed BBBSA
officials and reviewed related documentation. BBBSA officials told us that
there were no written policies and procedures in place for the monitoring of
subrecipients. Additionally, BBBSA told us that they did not have OJP
suggested pre-award practices in place for grant subrecipients. Specifically,
as required by the Financial Guide, we found that BBBSA failed to evaluate
subrecipient financial management systems and did not require
subrecipients to provide budgets for anticipated grant-related expenditures.
As no assessment of subrecipients’ financial management systems was
conducted, BBBSA could not provide assurance that the grant funds that
were passed through to affiliates were adequately tracked and safeguarded.

In addition, BBBSA did not provide funding to its subrecipients based
on specific projected costs through proposed budgets. Instead,
subrecipients were required to provide BBBSA with a proposed number of
matches. ° BBBSA then based each subrecipient award on the number of
matches multiplied by a cost-per-match. For example, in the 2011 grant,
BBBSA used a $1,750 cost-per-match.'® BBBSA would then take the total
award amount for a subrecipient, divide it by the number of months in the
grant period, and provide an equal monthly payment to the subrecipient
each month. The payments to the subrecipients were made each month
without any assurance from the subrecipient that such matches were
actually made.

Throughout the award period, BBBSA did not request any detailed
financial information to be submitted by the subrecipient and did not request
any timesheets, invoices, or ledgers to support the payments it made to any
subrecipient. The conditions for subrecipients to receive a monthly payment

° A match is defined by BBBSA as a one-to-one relationship between a volunteer
and a child with the expectation that they will meet regularly for a significant amount of
time in order to reach positive youth development outcomes.

10 BBBSA used $1,750 per match as an average cost for servicing high-risk youth
and the amount was used by all subrecipients, regardless of location.
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included acknowledging receipt of prior month funds, reporting monthly
revenue, and being up-to-date in paying affiliate fees to BBBSA. As a result,
subrecipients may have received grant funds without performing any grant-
related activities as BBBSA did nothing to evaluate what grant funds were
being used for by subrecipients.

When grantees fail to properly monitor subrecipient expenditures, OJP
funds are at risk for fraud, waste, and abuse. By failing to require
subrecipients to submit budgets and detailed expenditure documentation,
BBBSA cannot be sure that funds are being spent as intended. In addition,
by paying subrecipients on an award budget basis, BBBSA is not ensuring
that it minimizes the time elapsing between the transfer of funds from
BBBSA and disbursement for grant eligible expenditures. When recipients
fail to monitor subrecipient timing of funding, the Federal government is at
risk for incurring unnecessary lost interest receipts.

In discussing this finding during our audit, a BBBSA official told us that
subrecipients were believed to use grant funds to cover costs associated with
salaries, fringe benefits, grant-related travel, supplies (office, program-
specific, and printing), and office equipment for new hires, if needed.
However, because BBBSA did not monitor how subrecipients spent funds, we
found all payments made to the subrecipients to be unsupported. During
our fieldwork, this amounted to $12,624,008 representing the amount
provided to BBBSA'’s subrecipients from the initiation of the grants through
June 27, 2012, the date of the documentation we used in our testing. As a
result, we recommend that OJP remedy the $12,624,008 in payments
BBBSA awarded to subrecipients as unsupported. In addition, we
recommend that OJP ensure BBBSA implement policies and procedures for
subrecipient monitoring and document the policies in writing.

Grant Expenditures

Where possible, we reviewed grant expenditures to determine if costs
charged to the grants were allowable, supported, and properly allocated in
compliance with grant requirements. To determine if expenditures were
supported, we reviewed invoices, receipts, wire transfer records, and travel
expense reports.

As mentioned in our Internal Control section, due to the accounting
system weaknesses, we were provided with a manually created listing of
what BBBSA asserted to be grant-related expenditures rather than an
accounting system report. We asked BBBSA'’s Finance Director the
methodology he used to create the listing and sampled transactions from the
manual listing to determine the reliability of the listing. BBBSA’s grant
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expenditures consisted of (1) disbursements made to subrecipients in
support of mentoring program activities, (2) personnel and fringe benefit
costs related to the administration of the grant program, (3) disbursements
to consultants in support of the grant program, and (4) staff travel-related
expenditures. Disbursements made to subrecipients were addressed
previously in the Subrecipient Monitoring section and therefore we do not
discuss it in this section.

Personnel and Fringe Benefit Expenditures

BBBSA provided us with manually prepared listings of grant-related
expenditures that included salary totaling $1,602,336 and fringe benefits
totaling $406,069. BBBSA's listing of grant-related personnel expenditures
included monthly amounts of salary and fringe benefits. We reviewed the
methodology used to prepare the listing of personnel and fringe benefit
expenditures and determined the related expenditures were based on the
OJP approved budgets, not on actual documented payroll expenditures.
BBBSA calculated the amount charged to the grant by using the position and
salary rates from the related grant budget rather than actual salary and
fringe benefit amounts. As a result, we determined the transactions
provided by BBBSA reflecting salary and fringe benefit expenditures were
not reliable for testing. During our audit, the BBBSA Finance Director told us
that personnel and fringe benefits were charged to the grants based on the
OJP-approved budgets divided by the timeframe, the number of months, of
the associated grant. Because the BBBSA Finance Director claimed charges
on a monthly budget basis and BBBSA'’s payroll was done on a biweekly
basis, the expenditures could not be traced from budgeted cost to actual
cost.

The Office of Management and Budget Cost Circular A-122, “Cost
Principles for Non-Profit Organizations,” requires charges to awards for
salaries and wages to be based on documented payrolls approved by a
responsible official of the organization. By charging grants based on the
OJP-approved budget rather than documented payrolls, BBBSA failed to
ensure that funds supported grant-related activity.

In October 2012, BBBSA told us that it was in the process of
implementing an online allocated timesheet system as part of the current
payroll system, and that the new allocated timesheet would require staff to
enter the hours worked on a particular project on a biweekly basis. In
addition, the new automated timesheet was to be reviewed by supervisors to
ensure that employees are accurately accounting for grant-related activities.
Because the system was not fully implemented at the time of our fieldwork,
we could not determine whether the new system met the requirements of
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the Financial Guide. In addition, a BBBSA official who was working to ensure
grant-related employees were in fact working on such activities, stated she
had to inform some employees they were being paid with grant funds, and
therefore, need to keep track of the time spent on grant related activities.

BBBSA officials told us that supervisors maintained an allocation
spreadsheet to document the time and effort employees spent on grant-
related activities. We reviewed BBBSA'’s allocation spreadsheet and found
that certain Financial Guide criteria were not being met. Specifically, the
allocation spreadsheet did not account for the total activity for which each
employee was compensated, was not signed by the employee, and there
was no evidence that the spreadsheet was reviewed or approved by a
supervisory official. In addition, the BBBSA Finance Director told us that he
did not use the allocation spreadsheets to identify actual costs to the grant
for personnel, but rather the spreadsheets were used by supervisors to
monitor staff. As explained previously, personnel charges to the grant were
based on budget estimates.

Periodic Certifications

BBBSA, in its approved grant budgets, was specific about the staff
percentage of time to be spent on grant-related tasks. BBBSA identified two
employees that were to spend 100 percent of their time working on grant-
related activities. BBBSA told us it did not require employees working 100
percent of their time on a single award to complete periodic certifications of
work.

According to the Financial Guide, grantee employees working solely on
a single Federal award must support their salaries by completing periodic
certifications. The certification must be prepared at least semi-annually and
be signed by the employee and a supervisory official having firsthand
knowledge of the employee’s work. A BBBSA official told us that the two
employees working solely on a single grant had not completed periodic
certifications.

Position Not Authorized in Budget

BBBSA identified the Associate Director of Native American Mentoring
on its listing of personnel costs associated with grant award
2009-TY-FX-0047; however, this position was not included in the OJP
approved budget. The Financial Guide states that a grant adjustment notice
must be submitted when making changes to the staff with primary
responsibility for implementation of an award.
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The BBBSA Finance Director was unaware that a comparison to actual
activity spent on grant-related activities was required. By failing to compare
actual time spent on grant-related activity, BBBSA could not demonstrate
that the amount charged to the grants could be supported by grant-related
activities. Our audit identified unsupported personnel questioned cost
expenditures for all three grants. In addition, because the calculation of
fringe benefit expenditures are based directly on personnel expenditures as
either a percentage or fixed amount, we determined fringe benefit
expenditures were not adequately supported.

EXHIBIT 111
SUMMARY OF PERSONNEL EXPENDITURES
AND FRINGE BENEFIT COSTS CHARGED TO THE GRANTS

Grant Award Number Personnel Fringe
Expenditures Benefits
2009-TY-FX-0047 $ 326,730 $ 81,682
2010-JU-FX-0005 939,180 238,833
2011-MU-MU-0017 336,426 85,554
Total Questioned Costs: $1,602,336 $406,069

Source: Big Brothers Big Sisters of America

Consequently, we questioned $1,602,336 in personnel expenditures
and $406,069 in fringe benefits as unsupported for the three grants. In
addition, we questioned $37,017 as unallowable due to the unapproved
Associate Director of Native American Mentoring position. As a result, we
recommend that OJP ensures BBBSA implements and adheres to policies and
procedures that ensure personnel expenditures paid with grant funding are
documented as required by the Financial Guide, and BBBSA implements time
and effort tracking procedures that ensure employees document time spent
on grant-related activities and document the procedures in writing. We also
recommend that BBBSA implement policies and procedures that ensure
employees paid with grant funds are identified on approved grant budgets.

Travel Expenditures

BBBSA did not use its accounting system to track expenditures and
instead used summary journal entries for cost categories, including travel
expenditures. BBBSA provided us a manually created spreadsheet of grant-
related travel expenditures and, according to the spreadsheet, BBBSA had
218 travel expenditures totaling $196,059 for the 3 grants we audited.
However, according to the originally provided summary journal entries,
travel expenditures BBBSA claimed for reimbursements were $186,193. The
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BBBSA Finance Director explained that the difference between the two
amounts was due to errors in assigning travel expenses to the grants.

The BBBSA Finance Director stated his methodology for identifying
grant-related travel expenditures included an after-the-fact recollection, on a
monthly basis, to associate a travel expense with OJP grant funding. The
BBBSA Finance Director acknowledged his methodology was prone to error
because he did not memorialize travel expenditure documentation as related
to a specific grant at the time the expenditure was incurred. At the time of
our fieldwork, BBBSA officials were planning to begin expensing grant-
related travel to different grant-related fund accounts. However, this
process had not yet been implemented.

We sampled travel expenditures from BBBSA’s manually created listing
of grant-related travel expenditures and noted that there was no supporting
documentation to identify it as related to a specific grant. Since all BBBSA
transactions were in one operating account and BBBSA did not memorialize
supporting documentation to a specific award, BBBSA was unable to reliably
identify the grant-related transactions after the fact. Because BBBSA had
numerous concurrent OJP grants and failed to adequately document grant-
related travel to a specific OJP grant, BBBSA could not demonstrate that
costs claimed under one OJP grant were not also claimed under other
sources.

In examining BBBSA travel expenditures that we were told were
associated with grants, we found many of the travel expenditures were
flawed. For example, we found transactions that were not grant related,
transactions that BBBSA could not support, supply transactions that were
categorized as travel expenses, and transaction amounts that were rounded.
Of particular concern was the fact that the travel receipts provided were
generally at a summary level, with no detailed information regarding the
associated transactions. For example, a restaurant receipt would show the
total charge with no indication of what was purchased or the number of
diners. We also identified at least one example of a travel-related
transaction that was charged to two OJP grants. In addition, we found an
instance of first class airfare for a BBBSA Board Member to travel to
Washington DC to attend Congressional meetings paid with grant funds.

Travel expenditures were not contemporaneously identified and
memorialized as grant-related at the time the BBBSA Finance Director
recorded the transactions. Because the supporting documentation provided
did not establish a connection between a charge and a specific grant, we
could not determine that grant funding was appropriately used for the travel
expenditures, or that they were for allowable costs. As a result, we
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determined the travel expenditures associated with the grants were
unreliable and we were unable to test the transactions. As a result, we
recommend that OJP remedy the $196,059 in unallowable and unsupported
travel expenditures.

Consultant Payments

In each award application, BBBSA included a budget narrative for OJP
approval that identified consultants to be paid with grant funds. We
reviewed the manually prepared listing of transactions and identified
74 consultant payments in total for the three grants we audited. The BBBSA
Finance Director stated his methodology for identifying grant-related
consultant payments included a monthly review of the BBBSA operating
account and identifying consultant payments as grant-related based on the
name of the consultant.

While we determined this methodology was flawed and prone to error,
we determined it was reasonable to test consultant payments because the
underlying contracts specified deliverables that could be associated with
approved grant-related activities. Those activities included outcomes being
pursued in the military mentoring, Juvenile Justice Initiative, and Tribal
Youth Mentoring programs. However, consultant expenditures were
commingled with expenditures from other funding sources.

We reviewed the consultant expenses and the associated contracts to
determine compliance with OJP requirements. A BBBSA official explained
that consultants were identified and selected by referral and, in other
instances, the official asked for recommendations from existing consultants.
When the BBBSA official identified a potential consultant, the consultant was
asked if grant-related work would be performed for the federal rate of
$450 per day. Consultants willing to work for the $450 per day amount
were provided a contract and placed into a pool of consultants.

Although the Financial Guide requires approval for rates exceeding
$450 per day, the Financial Guide also states that the $450 per day rate
should not be used for all consultants. Instead, consultant rates should be
developed and reviewed on a case-by-case basis and must be reasonable
and allowable in accordance with OMB cost principles. A BBBSA official
responsible for procuring consultant services under the grant awards was not
aware of the Financial Guide requirements and had explained that as long as
he did not exceed the federal rate of $450 per day it was believed to meet
grant criteria.
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We asked whether BBBSA had a formal policy in place for the selection
and monitoring of consultants and were told that BBBSA had no formal
policy in place to select or monitor consultants. However a BBBSA official
stated that it works closely with those contracted to do work. We consider
this to be minimally adequate and, as a better practice, BBBSA should
implement procedures to periodically evaluate consultants and maintain
documentation of any concerns.

Without any meaningful negotiation to ensure the lowest possible rates
were paid, grant funding is subject to fraud, waste, and abuse. We
recommend that OJP remedy the $221,182 in consultant costs that were
unallowable due to BBBSA's failure to ensure that reasonable rates were
established on a case-by-case basis. In addition, we recommend BBBSA
clearly document and maintain the analysis, negotiation, justification, and
monitoring for each consultant and document the policies and procedures.

While we questioned all consultant costs due to BBBSA'’s failure to
ensure reasonable rates, as discussed below, we noted two separate
consultants with costs that were either unallowable or unsupported, or both,
based on a specific additional criteria.

Grant Award 2009-TY-FX-0047 Consultant Payments

In the 2009-TY-FX-0047 grant budget, OJP approved the use of
consultants to support BBBSA’s Native American mentoring initiative.
BBBSA used grant funding for one consultant to support its Native American
mentoring initiative. The consultant was paid a rate of $3,875 per month.
We reviewed invoices for work completed by the consultant and could not
determine the time spent working on grant-related activities.

According to the OJP Financial Guide, BBBSA must seek approval for
consultant rates in excess of $450 per day or $56.25 per hour. In addition,
grantees are required to retain time and effort reports for consultants. We
attempted to determine a daily or hourly rate by reviewing the invoices for
time and effort. We asked a BBBSA official how the $3,875 per month was
determined and the official was unable to provide a response.

Without requiring time and effort reports, we could not determine what
daily or hourly rate the consultant was paid and, therefore, could not
determine if the consultant was paid in excess of $450 per day or $56.25 per
hour. As a result, we consider the $19,375 payment to the Native American
consultant unsupported because there were no time and effort reports to
support the rate paid to the consultant. In addition, we questioned $11,625
in costs as unsupported because there was no supporting documentation to
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support grant-related activities. As a result, we recommend OJP remedy
$19,375 and $11,625 in unsupported expenditures for the Native American
mentoring initiative consultant.

Grant Award 2010-JU-FX-0005 Consultant Payments

In the 2010-JU-FX-0005 grant budget, OJP approved the use of a
consultant to assist with the development of BBBSA’s Agency Information
Management (AIM) system. The consultant was hired through a non-
competitive process and paid a rate of $100 per hour.

According to the Financial Guide, all consultants who have been hired
without a competitive bidding process are subject to the $450 per day, or
$56.25 per hour, maximum consultant rate threshold. When the rate
exceeds that limit, a written prior approval is required from OJP and prior
approval requests require additional justification.

We determined that the AIM consultant was paid $100 an hour, which
was $43.75 per hour over the allowable hourly rate, and BBBSA did not
request prior approval or provide additional justification for the $100 per
hour rate. BBBSA identified the consultant as sole-sourced and did not
provide evidence that the AIM consultant was procured through fair and
open competition.

Because BBBSA exceeded the maximum consultant rate without
negotiating the contract through competition and did not receive prior
written approval from OJP to exceed the rate, we consider the total $79,000
paid to the AIM consultant as unallowable. As a result, we recommend OJP
remedy $79,000 in unallowable costs due to a failure to obtain prior
approval and provide justification for the $100 per hour rate.

The following Exhibit summarizes the questioned costs associated with
the consultant payments. We question all of the consultant costs for the
three grants due to the overarching failure of BBBSA to establish the
consultant rates on a case by case basis. In addition, the Native American
and AIM consultant costs are further questioned due to BBBSA's failure to
meet additional OJP criteria with respect to consultants.
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EXHIBIT IV
SUMMARY OF QUESTIONED COSTS*

: Questioned Costs
OJP Criteria GOIG REIV'th\:ed
rant umpers Amount Type
Failure to Establish 2009-TY-FX-0047 $19,375
Consultant Rates on 2010-JU-FX-0005 $154,272 Unallowable
Case-by-Case Basis 2011-MU-MU-0017 $47,535

Failure to Retain Time

and Effort Reports $19,375 Unsupported

2009-TY-FX-0047
Native American
Consultant $11,625* | Unsupported

No Supporting
Documentation to
Support Grant Related
Activities

Consultant Paid in

Excess of Maximum

Rate — Not 2010-JU-Fx-0005 $79,000% | Unallowable
- . AIM Consultant

Competitively Bid and

No Prior OJP Approval

Other Grant Expenditures

BBBSA was approved in its grant budgets for supplies and equipment.
We reviewed the list of transactions provided by BBBSA and were unable to
readily identify specific supplies and equipment. Instead, BBBSA stated that
the equipment and supplies were included in the indirect cost category
expenses. See the Indirect Costs section for further discussion.

Indirect Costs

Indirect costs are the shared costs incurred by an organization that
may not be readily identifiable with a particular project or program but are
necessary to the overall operation of the organization and the performance
of its programs. In conjunction with its grant budget, a grantee must have a
written indirect cost rate agreement approved by its cognizant agency prior

1 We questioned the consultant costs in each of the three grants in their entirety
due to BBBSA's failure to establish consultant rates on a case-by-case basis. The asterisked
(*) amounts represent consultant costs that were questioned for one or more reasons in
addition to BBBSA's failure to review these rates on a case-by-case basis, as noted in
Exhibit 1V.
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to using grant funding for indirect costs.'?> We determined that indirect costs

were approved in the budgets for the grants we audited, and BBBSA had an
approved indirect cost rate agreement. However, we found that BBBSA
failed to follow the approved methodology in the indirect cost rate
agreement to identify the amount indirect costs associated with the three
grants we audited.

According to BBBSA’s approved indirect cost rate agreement, indirect
costs are calculated by multiplying the approved cost rate by the total
eligible direct costs incurred during a period of time. For BBBSA'’s indirect
cost rate agreement, eligible direct costs were to include all direct costs
incurred by the organization with the exception of distorting items such as
equipment, capital expenditures, pass-through funds, and each major
subcontract or subaward over $25,000.

The BBBSA Finance Director told us, and we found, that indirect costs
associated with the three grants we audited were not calculated according to
the methodology defined in the indirect cost agreement. Rather, the BBBSA
Finance Director told us the estimated amount of indirect costs in each grant
budget was allocated over the life of the grants. This methodology was
inappropriate because it does not follow the methodology required by the
indirect cost rate agreement and it is based on estimated costs, not actual
costs.

During our fieldwork, BBBSA attempted to support the indirect cost
charges made to the grants with specific transactions. However, in doing so,
the transactions included charges for equipment and supplies which were
separate cost categories approved by OJP in the grant budget and should
not have been included in the indirect cost charges for the grants.

We determined that BBBSA’s methodology incorrectly identified
indirect costs totaling $434,157 associated with the three grants we audited
and we consider these costs as both unsupported and unallowable. In
addition, due to the unreliable grant expenditure data previously described
in the Internal Control Environment section of this report, it was not possible
to calculate the correct amount of indirect costs for the grants.

12 The designated cognizant agency is the Federal awarding agency that provides
the predominant amount of funding to an award recipient. For the grants awarded to
BBBSA, DOJ was the designated cognizant agency.
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Drawdowns

The term drawdown is used to describe the process when a recipient
requests and receives funds under a grant award agreement. Between
August 19, 2010 and February 5, 2013, BBBSA received a total of
$19,462,448 by making 77 drawdowns related to the 3 grants. We
determined that BBBSA’s methodology for making these drawdowns was
flawed as it (1) was not based on immediate cash needs or grant-related
expenditures and (2) did not demonstrate that all funding received was
disbursed for grant-eligible purposes in a timely manner. In addition, due to
the problems previously discussed related to the accurate tracking of grant-
related expenditures, it was not possible to determine whether BBBSA
maintained excess cash on hand during the period we audited.

According to the BBBSA Finance Director, the methodology for
determining the timing and amount of the drawdowns was incorrectly based,
at least in part, on budget estimates rather than its immediate cash needs
for grant-related expenditures. Specifically, drawdowns were calculated
using OJP approved budget amounts for personnel, fringe, and indirect
costs, the total from a spreadsheet maintained by BBBSA’s finance
department that tracked monthly totals paid to subrecipients, and consultant
and travel expense line items identified at the end of the month in the
BBBSA operating account.

The Financial Guide states that grantees should time their drawdown
requests to minimize the time between the receipt of funds and the
disbursement of those funds, and grantee systems should allow recipients to
make drawdowns as close as possible to the time of making disbursements.
In addition, the BBBSA Finance Director stated drawdowns were based on
reimbursements, yet his methodology relied heavily on budget data.

We determined that BBBSA'’s lack of written policies and procedures
for completing drawdowns in accordance with the Financial Guide and a lack
of knowledge of these requirements by the Finance Director likely
contributed to using this incorrect methodology.

When grantees fail to properly manage and document that they
minimize the time elapsing between the receipt of funds and disbursement
of those funds for grant eligible expenditures, the Federal Government is at
risk of losing interest receipts. As we have already identified the entire
amount of drawdowns, $19,462,448, as questioned cost in the Internal
Control section of this report, we do not identify any questioned costs here.
However, we recommend that OJP ensure that BBBSA establishes and
adheres to written policies and procedures for (1) identifying drawdown
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amounts and (2) minimizing the time between drawdown and disbursement
in accordance with the Financial Guide.

Budget Management and Control

The Financial Guide addresses budget controls surrounding grantee
financial management systems. According to the Financial Guide, grantees
are responsible for adhering to approved grant budgets and any deviations
exceeding 10 percent must receive prior approval from OJP.

Due to the commingling of transactions previously discussed in this
report, it was not possible to compare actual spending to the OJP-approved
budget amounts. In addition, we found that BBBSA'’s reliance on budget
data further prevented effective management and monitoring of actual
spending.

OJP grant funding is at risk of fraud, waste, and abuse when grantees
do not monitor grant budgets, adhere to their pre-approved grant budgets,
or do not receive prior written permission for making adjustments to grant
budgets exceeding 10 percent. We recommend that OJP ensure that BBBSA
develops and adheres to written policies and procedures that comply with all
budget-related requirements including monitoring budgets and only request
reimbursements for actual expenditures approved in the budget by cost
category and amount.

Accountable Property

According to the BBBSA Finance Director, computer-related
equipment, such as computers and audio visual equipment, were purchased
using funding from two of the three grants we audited. However, due to
BBBSA'’s lack of reliable grant-related expenditure data discussed previously
in the Other Grant Expenditures section, BBBSA was not able to document
that this accountable property was purchased using grant funding.

The Financial Guide requires recipients to maintain property records
that include a description of the property, a serial number, source of the
property, identification of the title holder, acquisition date, cost of the
property, percentage of Federal participation in the cost of the property,
location of the property, use and condition of the property, and disposition
data. In addition, the Financial Guide states that grantees must take a
physical inventory of accountable property and reconcile the results with the
property records at least once every 2 years.
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Although the equipment BBBSA acquired using grant funding could not
be identified in BBBSA'’s financial records, we reviewed key aspects of
BBBSA’s property management system utilized to safeguard similar types of
equipment. We determined that this property management system did not
include sufficient information related to items purchased to identify
acquisition date, cost of the property, percentage of Federal participation in
the cost of the property, and disposition data. In addition, BBBSA officials
told us that the items in this property system were not subject to periodic
inventory procedures. We also found that BBBSA did not have written
policies or procedures for the handling, inventory, and disposal of its
accountable property inventory.

Provided that it can be demonstrated that BBBSA acquired the
accountable property it has claimed, we recommend that OJP ensure that
BBBSA improves its property management system and implement policies
and procedures to safeguard grant-related equipment.

Grant Reporting

The Financial Guide states that two types of reports are to be
submitted by the grantee to provide grant-related information to OJP.
Specifically, Federal Financial Reports (FFRs) provide information on actual
funds spent and the unobligated amount remaining in the grant and program
progress reports provide information on the status of grant-funded activities.

Federal Financial Reports

We reviewed 22 FFRs that BBBSA submitted to OJP for timeliness and
accuracy. FFRs are used by OJP to monitor spending by its grantees on a
quarterly basis. Although we found BBBSA submitted these FFRs in a timely
manner, we determined the reports submitted contained grant-related
expenditure information that was inaccurate.

According to the Financial Guide, FFRs should be submitted within
30 days of the end of the most recent quarterly reporting period. Funds or
future awards will be withheld if reports are not submitted or are excessively
late. We determined that BBBSA submitted all of its FFRs within the 30 day
deadline.

We also attempted to evaluate the accuracy of the FFRs by comparing
the level of spending reported against the same amounts reflected in
BBBSA’s accounting system. However, as previously discussed, BBBSA'’s
accounting system did not contain accurate and reliable grant-related
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expenditure data. Therefore, it was not possible for us to verify the
accuracy of the FFRs using the accounting system data.

Attempting to verify the spending amounts, we reviewed the
methodology BBBSA used to identify the amount included in the FFRs.
According to the BBBSA Finance Director, the FFRs were based on the
amount of funding received from OJP during the quarter and not the actual
spending as required.

Inaccurate reporting compromises OJP’s ability to monitor grant funds
and increases the risk that funding will be subject to fraud, waste, and
abuse. We recommend OJP ensure BBBSA implements and adheres to
policies and procedures to ensure FFRs are submitted based on accurate
information.

Progress Reports

OJP requires grantees to complete and submit progress reports as a
means to monitor performance. Progress reports are submitted to describe
grant activities and accomplishments toward achieving the objectives
contained in an approved grant award application. According to the
Financial Guide, progress reports are to be submitted within 30 days after
the end of the reporting periods, which are June 30 and December 31.

For the grants we audited, BBBSA submitted 12 required progress
reports to OJP and we determined that 10 of the 12 progress reports were
submitted on time. One of the reports was submitted 3 days late and we
consider this lateness immaterial. The other late report was submitted
185 days late. According to a BBBSA official, an attempt was made to
submit the report on time but encountered problems with reporting system.
After 180 days, OJP froze BBBSA'’s grant funding. The same day the funding
was frozen, BBBSA successfully submitted the late progress report.
According to the OJP Financial Guide, progress reports are due within
30 days after the end of the reporting periods, which occur semiannually on
June 30 and December 31, for the life of the award. Because BBBSA
submitted the progress report late, OJP’s ability to evaluate the performance
of the ongoing grant program on a timely basis was compromised. We
recommend that OJP ensures that BBBSA implements and adheres to
policies and procedures to ensure progress reports are submitted timely.

To verify the information provided in the progress reports, we sampled

statistics and other information provided in the most recent progress reports
submitted by BBBSA at the time of our fieldwork for each of the three grants
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audited. We found BBBSA was able to verify and support the sample
statistics we chose for testing from the reports.

Program Performance and Accomplishments

The performance goals associated with the grants we audited included:
(1) maintaining BBBSA’s Native American Mentoring Initiative and fostering
a deeper understanding of working with the American Indian and Alaskan
Native tribal communities, (2) reducing the incidence of juvenile crime in
50 underserved local communities across the country by providing research-
based local mentoring services to more than 13,725 newly identified high-
risk and at-risk youth, and (3) expanding the Juvenile Justice Initiative to
provide comprehensive mentoring services to at-risk and high-risk youth in
60 new underserved communities across the country including an increased
focus on the children of military or deployed parents.

To assess BBBSA'’s achievements in meeting the goals and objectives
for the grants, we interviewed officials and requested a sample of data that
they compiled and used in order to measure and evaluate performance and
accomplishments related to each objective.

Based on the information we reviewed, including information regarding
the number of matches made with grant funds as tracked within BBBSA’s
AIM system, it appeared that BBBSA achieved or was on track to achieve the
goals and objectives of the grants. We reviewed BBBSA records, agendas,
reports, and other documentation and found BBBSA provided the trainings,
obtained the mentoring matches, and established partnerships that will fulfill
the award objectives.

Program Income

Although grant documentation and statements made by BBBSA
officials during this audit suggested BBBSA derived no program income from
the grants we audited, we believe portions of two different fees BBBSA
collected from its subrecipients represent program income.*?

13 According to the OJP Financial Guide, program income means gross income
earned by the recipient during the funding period as a direct result of the award. Direct
result is defined as a specific act or set of activities that are directly attributable to grant
funds and which are directly related to the goals and objectives of the project.
Determinations of “direct result” will be made by the awarding agency for discretionary
grants and by the State for block/formula subawards.
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The first of these fees is an affiliate fee. BBBSA’s subrecipients, which
were all BBBSA affiliates, pay BBBSA an annual affiliation membership fee.
This fee is calculated as a percentage of total expenditures made by the
affiliate. Because each affiliate is required to include expenditures made
with subrecipient funding when calculating its fee, BBBSA received fees
based on subrecipients spending grant funding. Therefore, we believe
BBBSA receives program income when collecting affiliate fees from its
subrecipients.

In addition, BBBSA subrecipients were required to pay a fee for the
use of the AIM system. For the 2011 grant award, affiliates were required to
use the AIM system in order to receive any subaward funding. The AIM fee
is based on the total number of children served by the affiliate. Because
subrecipient funding was intended to serve children, the AIM fee BBBSA
received from its affiliates also increased as a result of grant funding.

Due to the accounting issues and lack of subrecipient monitoring
already discussed, we were not able to determine the amount of program
income generated by these two fees so we are unable to identify any
questioned costs. However, we recommend that OJP ensure BBBSA
implement policies and procedures to identify, track, manage, and use
program income in accordance with the Financial Guide requirements.
Because the affiliate fee structure established by BBBSA likely results in
income being generated by BBBSA'’s subrecipient funding, we believe that
BBBSA should recognize the funds that it receives from the subrecipients,
based on the grant funds provided, as program income and reported to OJP
through the FFR reports. In addition, this program income should be used
strictly for grant-related expenditures as directed by the Financial Guide.

OJP Actions

Given the significance and dollar amounts associated with our findings,
we briefed OJP on our preliminary findings in February 2013. On
February 27, 2013, OJP desighated BBBSA as a high risk grantee and
imposed an immediate freeze on BBBSA'’s access to grant funding. In being
assigned the high risk designation, BBBSA must now meet special
conditions, imposed by OJP, in managing and administering its current and
future Department of Justice grants to ensure that grant funds are not
misspent. In its February letter to BBBSA noting these actions, OJP stated
that: “These are preliminary and temporary mitigating controls which have
been put in place solely because of the seriousness of the indications of
improper financial management, which are still under review by the DOJ
Office of the Inspector General. Once the OIG issues its audit report, OJP
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anticipates that there will be a more complete record which will allow a final
review of all issues related to BBBSA.”

Conclusions

We determined that all BBBSA expenditures were unsupported due to
commingling of funds and that BBBSA was in material non-compliance with
the essential grant requirements in the areas we tested for the three
awards. Specifically, we found that BBBSA: (1) did not adequately
safeguard grant funds; (2) did not adequately monitor subrecipients or
require subrecipients to support the grant funds received and expended;
(3) had unsupported and unallowable expenditures; (4) did not compute
indirect costs based on its approved agreement; (5) did not adequately
monitor consultants; (6) did not base its drawdown of funds on actual
expenditures; (7) did not monitor actual spending against the approved
budget; (8) did not properly safeguard accountable property acquired with
grant funding; (9) did not prepare Federal Financial Reports based on actual
expenditures; and (10) generated program income which was not properly
reported.

As a result of these material weaknesses, we questioned $19,462,448
in funding that the grantee has received and recommend the $3,714,838 in
funds not yet disbursed be put to better use. These amounts represent the
total award amounts for the three grants we audited. We also make
15 recommendations to improve BBBSA’s management of grants.

Recommendations
We recommend that OJP:

1. Remedy the $19,462,448 in unsupported expenditures resulting
from:

(a) grant drawdowns that were unsupported due to commingling
(drawdown of $19,462,448),

(b) payments made to subrecipients, from the initiation of the
grants to June 27, 2012, due to lack of monitoring how the
subrecipients spent the funds (expenditures of $12,624,008),

(c) costs associated with personnel and fringe benefits due to lack
of time and effort reports (expenditures of $2,008,405),
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(d) travel expenditures that were not sufficiently documented
(expenditures of $196,059),

(e) costs of a Native American Mentoring consultant without the
required time and effort reports (expenditures of $19,375),

(f) costs associated with a Native American Mentoring consultant
with no documentation of grant related activity (expenditures
of $11,625), and

(g) indirect costs not verifiable due to a lack of direct cost data
resulting from commingling expenditures (expenditures of
$434,157).

2. Remedy the $967,415" in unallowable expenditures resulting from:

(a) costs associated with the Associate Director of Native American
Mentoring position not on the 2009-TY-FX-0047 approved
budget (expenditures of $37,017),

(b) travel expenditures that were not allowable (expenditures of
$196,059),

(c) consultant costs due to a failure to ensure that reasonable
consultant rates were established on a case-by-case basis
(expenditures of $221,182),

(d) costs due to an unapproved, non-competitively negotiated rate
without justification for the AIM consultant (expenditures of
$79,000), and

(e) indirect costs that were improperly calculated (expenditures of
$434,157).

3. Deobligate and put to better use the remaining $3,714,838.

4. Ensure that BBBSA establishes appropriate internal controls that
include the design and implementation of policies and procedures to
assure that its financial management system provides for adequate
recording and safeguarding of grant-related activities and ensure
that staff are adequately trained and supervised in the use of the
system.

1 In our draft report, the total unallowable expenditures was reported as
$1,019,818. This figure was adjusted to $967,415 in the final report.
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10.

11.

12.

13.

14.

Ensure that BBBSA document and implement policies and
procedures for subrecipient monitoring.

Ensure that BBBSA implement policies and procedures that ensure
personnel expenditures paid with grant funding are documented as
required by the OJP Financial Guide.

Ensure that BBBSA implements time and effort tracking procedures
that ensure employees document time spent on grant-related
activities.

Ensure BBBSA implement policies and procedures that ensure
employees paid with grant funds are identified on approved grant
budgets.

Require that BBBSA clearly document and maintain the analysis,
negotiation, justification, and monitoring for grant-funded
consultants.

Ensure BBBSA implements policies and procedures for accurately
calculating and charging indirect costs to Department of Justice
grants.

Ensure BBBSA establishes and adheres to written policies and
procedures for (1) identifying drawdown amounts and

(2) minimizing the time between drawdown and disbursement in
accordance with the Financial Guide.

Ensure BBBSA implements policies and procedures that comply with
all budget-related requirements, including the monitoring of grant
budgets so that only reimbursement requests are made for actual
expenditures approved in the budget by cost category and amount.

Ensure BBBSA implements policies and procedures for the
acquisition, inventory, and disposal of accountable grant-funded

property.

Ensure BBBSA implements policies and procedures to ensure FFRs
are submitted based on accurate information and implements and
adheres to policies and procedures to ensure progress reports are
submitted timely.
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15. Ensure BBBSA implement policies and procedures to identify, track,
manage, and use program income in accordance with the Financial
Guide requirements.
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APPENDIX 1

OBJECTIVES, SCOPE, AND METHODOLOGY

The purpose of this audit was to determine whether reimbursements
claimed for costs under the grants reviewed were allowable, supported, and
in accordance with applicable laws, regulations, guidelines, and terms and
conditions of the grant. The objective of our audit was to review
performance in the following areas: (1) internal control environment,

(2) subrecipient monitoring, (3) grant expenditures, including personnel,
fringe benefits, travel expenditures, consultant payments, and other
expenditures, (4) indirect costs, (5) drawdowns, (6) budget management
and control, (7) accountable property, (8) reporting, and (9) program
performance and accomplishments. We determined that matching was not
applicable to these grants and were told that the grants did not generate
program income. Where possible, we tested compliance with what we
consider to be the most important conditions of the grants. Unless
otherwise stated in this report, the criteria we audit against are contained in
the OJP Financial Guide and the award documentation.

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. Our audit concentrated on, but was not limited to the award of
grant number 2009-TY-FX-0047 in September 2009, through our exit
conference in February 2013. BBBSA had drawn down a total of
$19,462,448 in grant funds as of February 5, 2013.

When we began our audit in August 2012, as part of our routine audit
process, we attempted to obtain a universe of grant related transactions in
order to perform sample testing in three areas, which were grant
expenditures (including personnel expenditures and indirect costs), Financial
Reports, and progress reports. BBBSA provided accounting system reports
that included journal entries summarizing what it claimed to be a collection
of grant-related transactions.

We asked BBBSA to identify the underlying transactions associated
with each of the summary entries but the accounting staff was unable to do
so. BBBSA'’s Finance Director provided multiple spreadsheets to support the
entries, which contained miscalculations and were loosely connected to the
summary journal entries. We found that BBBSA had not been using the
accounting system to track grant activity at the transaction level. In its
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accounting system, transactions related to specific OJP grants were recorded
in the same accounts with other OJP grants as well as other funding sources.
Because BBBSA was unable to provide a listing of grant related transactions,
in September 2012, we suspended our audit and issued a warning letter.
The warning letter informed BBBSA that if they were unable to identify the
specific transactions related to each grant audited, within 30 days, we would
issue a report questioning all funds disbursed for each award.

Within 30 days of our warning letter, BBBSA provided to us a manually
prepared listing, rather than an accounting system report, of grant-related
transactions and we resumed our fieldwork. We reviewed the manually
prepared listing and the methodology used to identify the transactions listed.
For several budget categories, including personnel and indirect costs, BBBSA
used budgeted or projected amounts identified at the start of the grants
rather than after the fact sources. We discuss the manually prepared listing,
its deficiencies, and the results of our limited testing in the Findings and
Recommendations section of the audit report.

In addition, we reviewed the internal controls of BBBSA'’s financial
management system specific to the management of OJP funds during the
award period under review. However, we did not test the reliability of the
financial management system as a whole. We also performed limited tests
of source documents to assess the accuracy and completeness of
reimbursement requests and Federal Financial Reports. In addition, we did
not perform extensive reliability testing of the BBBSA computerized systems
including AIM.
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APPENDIX 11

SCHEDULE OF DOLLAR-RELATED FINDINGS

QUESTIONED COSTS:*® AMOUNT PAGE
Unsupported Costs
Drawdowns $19,462,448 11
Subrecipient Payments 12,624,008 15
Personnel and Fringe Benefits 2,008,405 18
Travel Expenditures 196,059 20
Native American Mentoring Consultant - rate 19,375 21
Native American Mentoring Consultant due to 11,625 21
no supporting documentation
Unsupported Indirect Costs 434,157 24
Unallowable Costs
Associate Director of Native American $37,017 18
Mentoring
Travel Expenditures 196,059 20
Consultant Payment 221,182 21
IT Consultant — Lack of Approval and 79,000 22
Justification
Unallowable Indirect Costs 434,157 24
Gross Questioned Costs $35,723,492
Less Duplicative Costs*® (16,261,044)
NET QUESTIONED COSTS 19.462.448
FUNDS TO BETTER USE"’ 3,714,838 11
TOTAL DOLLAR RELATED FINDINGS $23,177,286

15 Questioned Costs are expenditures that do not comply with legal, regulatory, or
contractual requirements, or are not supported by adequate documentation at the time of
the audit, or are unnecessary or unreasonable. Questioned costs may be remedied by
offset, waiver, recovery of funds, or the provision of supporting documentation.

1% Some costs were questioned for more than one reason. Net questioned costs
exclude the duplicate amount.

17 Funds to Better Use are future funds that could be used more efficiently if
management took actions to implement and complete audit recommendations.
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APPENDIX 111

DEPARTMENT OF JUSTICE AWARDS TO
BI1G BROTHERS BIG SISTERS OF AMERICA
2004 - PRESENT

Award Number Cumulative Project Begin Project End
Award Amount Date Date
2004-JG-FX-K001 $ 6,011,865 01/01/2004 05/31/2005
2005-JG-FX-K001 13,810,596 09/01/2005 08/31/2007
2007-JL-FX-0046 830,000 10/01/2007 09/30/2008
2007-JU-FX-0011 2,000,000 10/01/2007 09/30/2010
2008-JU-FX-0005 8,615,538 10/01/2008 09/30/2009
2008-TY-FX-0001 2,000,000 10/01/2008 09/30/2010
2009-JU-FX-0066 1,000,000 10/01/2009 09/30/2010
2009-TY-FX-0047 1,867,286 10/01/2009 12/31/2011
2010-JU-FX-0005 10,000,000 10/01/2010 03/31/2013
2010-TY-FX-0104 2,042,900 10/01/2010 12/31/2012
2011-MU-MU-0017 11,310,000 10/01/2011 09/30/2013
2011-TY-FX-0030 1,999,854 10/01/2011 09/30/2013
2012-JU-FX-0008 7,000,000 10/01/2012 09/30/2015
Total $68,488,039

Source: Grants Management System
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APPENDIX 1V

BI1G BROTHERS BIG SISTERS OF AMERICA
RESPONSE TO THE DRAFT AUDIT REPORT
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APPENDIX V

OFFICE OF JUSTICE PROGRAMS
RESPONSE TO THE DRAFT AUDIT REPORT
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APPENDIX VI

OFFICE OF THE INSPECTOR GENERAL
ANALYSIS AND SUMMARY OF ACTIONS
NECESSARY TO CLOSE THE REPORT

The OIG provided a draft of this audit report to Big Brothers Big
Sisters of America (BBBSA) and the Office of Justice Programs (OJP).
BBBSA'’s response is incorporated as Appendix IV of this final report, and
OJP’s response is included as Appendix V. The following provides the OIG’s
analysis of the responses and summary of actions necessary to close the
report.

Analysis of BBBSA and OJP Responses

BBBSA provided an initial response to our draft report on
May 21, 2013, that provided general observations related to this audit,
additional information on the history and accomplishments of BBBSA, and
points specifically addressing each audit recommendation. In its response,
BBBSA also requested a 60-day extension to respond further to the draft
audit report. This extension request was denied because, while we
recognize BBBSA was working to correct the deficiencies identified in this
audit, a 21 day extension was already provided, the extent of the findings
would likely require more than 60 days to fully address, and the information
contained in this report to the Office of Justice Programs must be timely so
that appropriate actions may be taken. BBBSA continued to provide updates
on its corrective actions since the original response, including two responses
on May 31 and June 6, 2013. These responses will be taken into
consideration as appropriate in the resolution of the recommendations
below.

In providing general comments and information on its history and
accomplishments, BBBSA’s response focused on three overall areas; a
strong history of improving the lives of children, BBBSA’s commitment to
compliance, and its successful partnership with the Department of Justice
(DOJ) to address challenges faced by today’s youth. In discussing the first
topic, BBBSA provided an overview of its organizational history and
accomplishments. While we understand the importance of the work BBBSA
strives to accomplish through its programs, our audit was not intended to
report on the history or accomplishments of BBBSA. Rather, as stated in our
report the purpose of our audit was to determine whether reimbursements
claimed for costs under the grants reviewed were allowable, supported, and
in accordance with applicable laws, regulations, guidelines, and the terms
and conditions of the grants.
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BBBSA'’s response then included a discussion on its commitment to
compliance, stating that the remediation process had been initiated and that
BBBSA “is committed to each and every change recommended by the OIG.”
However, BBBSA'’s response also stated that the findings were not reflective
of the BBBSA organization as a whole or over time. BBBSA then referred to
reviews by the OIG in 2004, Single Audit Reports issued by independent
auditors from the years 2006-2011, and OJP desk reviews that did not catch
level of problems with BBBSA systems as this audit. Regarding our 2004
audit, we reviewed BBBSA’s management of the one grant it had received
from the Department of Justice at the time, which totaled about $12 million
to be spent over 5 years.*® Since that audit, BBBSA has received 13 grants
from the Department of Justice, totaling about $68 million. This significant
increase in funding contributed to the reasons for our return to BBBSA so
that we could examine if its systems, which were sufficient for the
management of one grant, properly managed the increase in federal funds.

With respect to the Single Audit Reports, these reports are intended to
provide assurance to the federal government that grants are being properly
managed by a recipient, and we mention these reports in our report as a
factor of our risk assessment of grant recipients. However, validating the
accuracy of the reports is beyond the scope of this audit. In addition, OJP
provided in its response a discussion of the risk assessments, desk reviews,
and other grantee monitoring it performs in managing the grant funding it
provides to grantees. OJP stated that the desk reviews are not intended to
be financial reviews. As we have indicated in our audit report, we
considered the results of the OJP desk reviews in planning our audit work,
however this audit is of the OJP grant funds provided to BBBSA and not an
evaluation of OJP’s grants monitoring system.

BBBSA also stated that neither the OIG nor BBBSA'’s forensic
accounting team has found any evidence of intentional misuse or
misdirection of Federal funds. While our audit does not focus or report on
the intent of any misuse, our audit findings disclosed significant deficiencies
in grant management as recognized by BBBSA and OJP. BBBSA also stated
that it now recognizes that individuals who provided information were unable
to deliver the information we requested. We identified this inability to
provide the required information early in our audit. Rather than issue our
report at that time, we allowed BBBSA additional time to provide the
required documentation, but it could not provide reliable or adequate

8 U.S. Department of Justice Office of the Inspector General, Office of Justice
Programs Grant Administered by Big Brothers Big Sisters of America, Philadelphia,
Pennsylvania, Audit Report No. GR-70-04-005 (May 2004).
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information as it had not maintained that information in the manner required
by the grant terms.

BBBSA'’s response stated that part of its effort to move forward has
included the replacement of all of its senior management and financial
leadership. In our report, we recognized some of these actions but do not
comment on the overall organizational management structure of BBBSA,
only the BBBSA’s performance on key areas of DOJ grant management.
BBBSA also included a discussion of work done to overhaul its grants
management and internal control policies and procedures in order to
effectively comply with applicable law, regulations, and guidance. BBBSA
stated that, to the extent federal funds are released, BBBSA will be able to
verify that the new policies are sufficient to correct the problems identified
during our audit or, if necessary, to make additional adjustments. Lastly,
BBBSA referred to its partnership with the DOJ in addressing the challenges
confronting the nation’s youth, again with references to BBBSA'’s history of
program accomplishments. For example, BBBSA stated that it exceeded the
objectives of the grants. As indicated by our report conclusions, our audit
did not take issue with the BBBSA’s program accomplishments, but found
significant deficiencies in key areas of grant management. In addition, we
did not audit the process of reporting these accomplishments as disclosed in
our report.

In its response, OJP generally concurred with our recommendations
with the exception of recommendation three which is discussed in detail
below. OJP also indicated that it has been working with BBBSA to address
these issues prior to the issuance of this report, and has taken significant
steps to remedy the situation including the freezing of funds and its
designation of BBBSA as a high-risk grantee. In addition, for
recommendations 4 through 15, OJP did not request closure of the
recommendations but indicated it will verify the implementation of the
revised procedures and their effectiveness in resolving the identified
deficiencies. OJP also stated in its response that it is reviewing its current
grantee risk assessment process to determine other approaches which may
identify grantees, like BBBSA, which have significant risks that may not be
identified by the current risk assessment process.

Summary of Actions Necessary to Close Report

1. Resolved. In its response, OJP agreed with our recommendation to
remedy the $19,462,448 in unsupported expenditures resulting from:

(a) grant drawdowns that were unsupported due to commingling
(drawdown of $19,462,448),
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(b) payments made to subrecipients, from the initiation of the grants to
June 27, 2012, due to lack of monitoring how the subrecipients spent
the funds (expenditures of $12,624,008),

(c) costs associated with personnel and fringe benefits due to lack of time
and effort reports (expenditures of 2,008,405),

(d) travel expenditures that were not sufficiently documented
(expenditures of $196,059),

(e) costs of a Native American Mentoring consultant without the required
time and effort reports (expenditures of $19,375),

(f) costs associated with a Native American Mentoring consultant with no
documentation of grant related activity (expenditures of $11,625),
and

(9) indirect costs not verifiable due to a lack of direct cost data resulting
from commingling expenditures (expenditures of $434,157).

OJP stated that it will coordinate with BBBSA to remedy the $19,462,448
in unsupported expenditures including monitoring the work of BBBSA’s
forensic accounting firm.

BBBSA stated that a forensic accounting review was being performed and
therefore it could not agree or disagree to any unsupported and
unallowable expenditures. In addition, BBBSA requested that we
withhold any final determination on the unsupported or unallowable
expenditures until the forensic review was complete.

Grant rules require grantees to readily identify the full use of the grant
funds received and maintain adequate supporting documentation
demonstrating the use of the funds. In performing our audit of BBBSA,
we were not provided an accurate accounting of the federal funds
expended by BBBSA, and based on the commingling of funds from other
sources, it was not possible for us to determine how grant funds were
used specifically versus any other funds utilized by BBBSA. As a result,
the determination has been made regarding the questioned costs for this
recommendation.

While BBBSA is performing a forensic review of its expenditures, which

should establish the amount of funds used for its entire operations,
concerns may still exist that the final accounting may not clearly delineate
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how federal funds were used, at the time of expenditure, versus funds
from other sources for specific transactions.

In its response, BBBSA also states that it would like to work cooperatively
with the OIG with regard to the forensic investigation. However, our role
in performing grant audits is to perform independent reviews and report
findings and recommendations to the DOJ granting agency. BBBSA wiill
need to work with OJP to remedy the findings.

This recommendation can be closed when we receive documentation
demonstrating that OJP remedied the unsupported expenditures.

2. Resolved. In its response, OJP agreed with our recommendation to
remedy the $967,415" in unallowable expenditures resulting from:

(a) costs associated with the Associate Director of Native American
Mentoring position not on the 2009-TY-FX-0047 approved budget
(expenditures of $37,017),

(b) travel expenditures that were not allowable (expenditures of
$196,059),

(c) consultant costs due to a failure to ensure that reasonable consultant
rates were established on a case-by-case basis (expenditures of
$221,182),

(d) costs due to an unapproved, non-competitively negotiated rate
without justification for the AIM consultant (expenditures of $79,000),
and

(e) indirect costs that were improperly calculated (expenditures of
$434,157).

OJP stated that it will coordinate with BBBSA to obtain documentation
regarding the questioned expenditures, and will request a final
determination from OJJDP regarding the allowability of the expenditures.

In its response, BBBSA neither concurred nor disputed our
recommendation, stating that a forensic review of the use of grant funds
had been initiated but not yet completed. Additionally, the response
provided a discussion of the planned actions taken during the review in
order to assess whether the funds were used for the purposes intended.
However, the issues with the unallowable expenditures will not
necessarily be resolved by the efforts of forensic accounting as the

% In response to our draft report, OJP and BBBSA responded to the draft report
total unallowable expenditures of $1,019,818. The figure was adjusted to $967,415 in the
final report.
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underlying issue was that BBBSA spent funds on personnel or other items
that were not approved by OJP, or charged expenditures to the grants in
a manner that was not approved by OJP.

This recommendation can be closed when we receive documentation
demonstrating that OJP remedied the unallowable expenditures.

. Resolved. In its response to the draft report, OJP disagreed with our
recommendation to deobligate and put to better use the remaining
$3,714,838. However, OJP described in its response a number of
alternative corrective actions it has taken that represent increased
oversight of BBBSA. These actions included the imposition of an
immediate freeze on BBBSA funds and the designation of BBBSA as DOJ
high-risk grantee. In addition, OJP stated that it will require that BBBSA
implement internal controls that will ensure grant funding is safeguarded
and managed properly. In addition, OJP recognizes that the work of
BBBSA, to provide mentoring services for disadvantaged youth, is a
critically important program.

In its response, BBBSA also disagreed with the recommendation stating
that deobligating the remaining $3,714,838 is unwarranted given its
newly overhauled systems. BBBSA stated that it has made significant
progress towards systemic, policy, and procedural improvements,
including but not limited to, implementation of enhancements to the
overall systems of internal controls over its financial management system
and it has undertaken a complete turnaround in its internal policies,
systems, and procedures to ensure the safeguarding of Federal grant
funds.

Given the extent of the issues the audit revealed, and the fact that all of
the other recommendations in this report were agreed to by OJP, we
believe it is critical for BBBSA to demonstrate “present responsibility”—
the ability to safeguard and properly account for the federal funds that
they are given — to close this recommendation. Based on OJP’s decision
to freeze funds and its increased oversight of BBBSA, both demonstrated
and planned, this recommendation can be closed when we receive
evidence from OJP that BBBSA has implemented the changes it has
described in regard to managing federal funds, including the closure of
recommendations 4 through 15 of this report. Simply put, this
recommendation can be closed when BBBSA has demonstrated that it has
the ability to safeguard and properly account for the federal funds that it
receives.
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4. Resolved. In its response, OJP agreed with our recommendation to
ensure that BBBSA establishes appropriate internal controls that include
the design and implementation of policies and procedures to assure that
its financial management system provides for the adequate recording and
safeguarding of grant-related activities and ensure that staff are
adequately trained and supervised in the use of the system. OJP stated it
believes BBBSA'’s recently improved procedures, including its “Financial
and Grants Management Policies” manual which includes internal controls
over its financial management system, are sufficient to close the
recommendation. However, OJP stated it will work with BBBSA to obtain
additional documentation to support that grant-related transactions are
properly recorded in BBBSA'’s financial management system.

In its response, BBBSA concurred with our recommendation and stated
that it has approved, and is currently implementing, new internal controls
over its financial management system.

This recommendation can be closed when we receive documentation
demonstrating the implementation of BBBSA’s new policies, receive
evidence that staff have been adequately training on new policies, and
staff are adequately supervised in the use of the system.

5. Resolved. In its response, OJP agreed with our recommendation that
BBBSA document and implement policies and procedures for subrecipient
monitoring. OJP stated it believes BBBSA'’s recently implemented
subrecipient monitoring procedures are sufficient to close the
recommendation. However, OJP stated that it will work with BBBSA to
obtain additional documentation to support that the procedures were
properly implemented and BBBSA has provided training to its
subrecipients.

In its response, BBBSA concurred with our recommendation and stated
that it has recently approved a “Subrecipient Monitoring Policy” to ensure
subrecipients provide accurate, timely, and complete programmatic and
financial disclosure to BBBSA.

This recommendation can be closed when we receive documentation
demonstrating the implementation of the subrecipient policies and
procedures, and review evidence that subrecipients received adequate
training on the newly implemented procedures.

6. Resolved. In its response, OJP agreed with our recommendation to

ensure that BBBSA implements policies and procedures that ensure
personnel expenditures paid with the grant funding are documented as
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required by the OJP Financial Guide. OJP stated that it believes that
BBBSA'’s recently implemented procedures to ensure employees track
time spent on grant-related activity are sufficient to close the
recommendation. However, OJP stated that it will work with BBBSA to
obtain additional documentation to support its procedures were properly
implemented and training was provided.

In its response, BBBSA concurred with our recommendation and stated
that it has approved and recently put in place a “Timekeeping Policy” to
ensure that all time spent by employees on grant-related activities is
tracked accurately.

This recommendation can be closed when we receive documentation
demonstrating the implementation of the timekeeping procedures.

. Resolved. In its response, OJP agreed with our recommendation to
ensure that BBBSA implements time and effort tracking procedures that
ensure employees document time spent on grant-related activities. OJP
stated that it believes BBBSA'’s recently implemented procedures are
sufficient to close this recommendation. However, OJP stated that it will
work with BBBSA to obtain additional documentation to support that the
procedures were properly implemented.

In its response, BBBSA concurred with our recommendation and stated
that as part of its newly developed “Timekeeping Policy” employees are
required to track time spent working on grant-related activities.

This recommendation can be closed when we receive documentation
demonstrating the implementation of the time and effort tracking
procedures.

Resolved. In its response, OJP agreed with our recommendation to
ensure that BBBSA implements policies and procedures that ensure
employees paid with grant funds are identified on approved grant
budgets. OJP stated that it believes BBBSA'’s recently implemented
procedures to ensure that employees paid with grant funds are identified
on approved grant budgets are sufficient to close this recommendation.
However, OJP stated that it will work with BBBSA to obtain additional
documentation to support that the procedures were properly
implemented and ensure that BBBSA staff comply with approved grant
budgets.

- 05 -



In its response, BBBSA concurred with our recommendation and stated
that it has recently adopted policies and procedures to ensure that
employees paid with grant funds are on approved grant budgets.

This recommendation can be closed when we receive documentation
demonstrating the implementation of policies and procedures ensuring
employees paid with grant funds are on approved grant budgets.

9. Resolved. In its response, OJP agreed with our recommendation to
require BBBSA to clearly document and maintain the analysis,
negotiation, justification, and monitoring for grant-funded consultants.
OJP stated that it believes BBBSA'’s recently implemented procedures to
ensure that activities related to grant-funded consultants and other
contractors are sufficient to close this recommendation. However, OJP
stated that it will work with BBBSA to obtain additional documentation to
support that the procedures for overseeing consultants were properly
implemented.

In its response, BBBSA concurred with our recommendation and has
recently approved a “Policy for Hiring and Oversight of Consultants and
Other Contractors” which includes procedures for procurement,
monitoring, and evaluation of consultants.

This recommendation can be closed when we receive documentation
demonstrating implementation of procedures that documents and
maintains the analysis, negotiation, justification, and monitoring for
grant-funded consultants.

10. Resolved. In its response, OJP agreed with our recommendation to
ensure BBBSA implements policies and procedures for accurately
calculating and charging indirect costs to DOJ grants. OJP stated that it
believed that BBBSA'’s recently implemented for calculating and charging
indirect costs are sufficient to close this recommendation. However, OJP
stated that it will work with BBBSA to obtain additional documentation to
support that the procedures were properly implemented.

In its response, BBBSA concurred with our recommendation and has
recently approved an “Indirect Costs Allocation Policy” to define and
require the proper allocation of indirect costs for Federal grants.

This recommendation can be closed when we receive documentation

demonstrating the implementation of the procedures that ensure the
accurate calculation and charges of indirect costs to DOJ grants.
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11. Resolved. In its response, OJP agreed with our recommendation to
ensure BBBSA establishes and adheres to written policies and procedures
for (1) identifying drawdown amounts and (2) minimizing the time
between drawdown and disbursement in accordance with the Financial
Guide. OJP stated that it believes that BBBSA’s recently implemented
policies include procedures that ensure drawdown requests are made on a
reimbursement basis, time between drawdown and disbursement is
minimized, and Federal cash-on-hand is maintained in accordance with
the Financial Guide are sufficient to close this recommendation.

However, OJP stated that it will work with BBBSA to obtain additional
documentation to support that the procedures were properly
implemented.

In its response, BBBSA concurred with our recommendation and has
recently approved a “Federal Award Drawdown Policy” to accurately
identify amounts for drawdown on a reimbursement basis and minimize
the time between drawdown and disbursement.

This recommendation can be closed when we receive documentation
demonstrating BBBSA has established and is adhering to its policies and
procedures for identifying drawdowns and minimizing the time between
drawdown and disbursement.

12. Resolved. In its response, OJP agreed with our recommendation to
ensure BBBSA implements policies and procedures that comply with all
budget-related requirements, including the monitoring of grant budgets
so that only reimbursement requests are made for actual expenditures
approved in the budget by cost category and amount. OJP stated that it
believes that BBBSA'’s recently implemented procedures to ensure
compliance with all budget-related requirements are sufficient to close
this recommendation. However, OJP stated that it will work with BBBSA
to obtain additional documentation to provide support that the procedures
are properly implemented.

In its response, BBBSA concurred with our recommendation and has
recently adopted procedures which include the active monitoring of actual
expenditures against approved award budgets.

This recommendation can be closed when we receive documentation
demonstrating BBBSA'’s ability to monitor grant budgets so that only
reimbursement requests are made for actual expenditures approved in
the award budget by cost category and amount.
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13. Resolved. In its response, OJP agreed with our recommendation to
ensure BBBSA implements policies and procedures for the acquisition,
inventory, and disposal of accountable grant-funded property. OJP stated
that it believes BBBSA'’s recently implemented procedures to ensure
proper accounting over the acquisition, inventory, and disposal of
accountable grant-funded property and equipment are sufficient to close
this recommendation. However, OJP stated that it will work with BBBSA
to obtain additional documentation to support that the results of a
February 2013 physical inventory conducted by BBBSA of its accountable
property agree with property records in its accounting system.

In its response, BBBSA concurred with our recommendation and recently
adopted a “Property Policy” to ensure that BBBSA accounts for and
monitors the acquisition, maintenance, and disposal of all equipment and
related property.

This recommendation can be closed when we receive documentation
demonstrating the implementation of procedures for the acquisition,
inventory, and disposal of accountable grant-funded property.

14. Resolved. In its response, OJP agreed with our recommendation to
ensure BBBSA implements policies and procedures to ensure Federal
Financial Reports (FFR) are submitted based on accurate information and
implements and adheres to policies and procedures to ensure progress
reports are submitted timely. OJP stated that it believes BBBSA’s
recently implemented procedures to ensure that FFRs and programmatic
progress reports are accurate and submitted timely are sufficient to close
this recommendation. However, OJP stated that it will work with BBBSA
to obtain additional documentation to support that the procedures were
properly implemented.

In its response, BBBSA concurred with our recommendation and stated
that it has recently adopted a “Grant Reporting Policy” to ensure the
timely and accurate reporting of financial and programmatic information.

This recommendation can be closed when we receive documentation
demonstrating this policy has been implemented.

15. Resolved. In its response, OJP agreed with our recommendation to
ensure BBBSA implements policies and procedures to identify, track,
manage, and use program income in accordance with the Financial Guide.
OJP stated that it believes BBBSA'’s recently implemented procedures to
ensure that it identifies, tracks, records, manages, and report program
income are sufficient to close this recommendation. However, OJP stated
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that it will work with BBBSA to obtain additional documentation to
support that the procedures were properly implemented.

In its response, BBBSA concurred with our recommendation and said that
it has recently adopted a Program Income Policy to ensure that it
appropriately identifies treats, records, and reports program income
associated with funds received from federal agencies. However, BBBSA
also stated in its response to Recommendations 1 and 2, “Navigant will
also address the audit finding that certain fees charged to subrecipients
should be considered program income and, as such, restricted as to their
use.” In agreeing with our recommendation, BBBSA qualified its
response by stating that “In the event that a BBBSA generates program
income for the purposes of federal law....” As a result, we have noted
that BBBSA is working to determine what constituted program income
and whether or not their determination agrees with the audit finding.

This recommendation can be closed when we receive adequate
documentation demonstrating that this policy has been implemented.
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