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What GAO Found

Federal agencies that award grants must close out the grants—ensuring that all
applicable administrative actions and all required work of the grant have been
completed—within an allotted time frame, generally 1 year after the grant ends.
Generally, until the grants are closed out, any undisbursed balance remains in
the grant award and cannot be repurposed or canceled and returned to the
Department of the Treasury.

The agencies in GAO'’s review fully met some requirements on expired grants but
not others. Specifically, the Office of Management and Budget’s (OMB) Circular
A-136 requires federal agencies government-wide to report on expired grants
with undisbursed balances annually. GAO found that all five of the selected
agencies in its review—the Departments of Commerce, Health and Human
Services (HHS), and Justice (DOJ); the National Aeronautics and Space
Administration (NASA); and the National Science Foundation (NSF)—fully met
applicable OMB Circular A-136 reporting requirements.

In addition, the Commerce, Justice, Science, and Related Agencies
Appropriations Act (Section 530 requirements) requires affected federal
agencies—including Commerce, Justice, NASA, and NSF—to report on expired
grants with undisbursed balances annually. GAO found various instances where
some agencies did not fully meet the reporting requirements because some
aspects of OMB’s guidance on the reporting requirements were unclear.

For example, Section 530 requires agencies to report on expired grants for the
“preceding 3 fiscal years.” Although OMB staff told GAO that agencies’ annual
reports should include the most recent fiscal year that ended in the year of the
reports, OMB’s guidance does not define the term “preceding.” As a result,
NASA'’s fiscal year (FY) 2021 report included data on expired grants from FYs
2018 through 2020, rather than from 2019 through 2021. Without OMB providing
additional clarification about the Section 530 reporting requirements, agencies
could continue reporting inaccurately.

Additionally, Section 530 requires agencies to report on the amount of
undisbursed balances that may be returned to the Treasury. However, OMB’s
guidance instructs agencies to report on their process for identifying these
balances rather than the amounts themselves. GAO found that only NASA
complied with this Section 530 requirement. Commerce, DOJ, and NSF reported
their process to identify undisbursed balances—consistent with OMB’s
guidance—but did not report the amount of undisbursed balances, as directed by
Section 530. By providing revised guidance or instructions, OMB would help
increase transparency for Congress and others of the amount of undisbursed
balances that may be returned to the Treasury.

GAO also found that DOJ stopped explicitly reporting Section 530 information
starting in FY 2019. DOJ interpreted OMB Circular A-136 as OMB’s instructions
for complying with both government-wide and Section 530 requirements. OMB
staff confirmed that the two requirements are different. By not reporting this
information, DOJ is providing incomplete information to Congress and the public.
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1 U.S. GOVERNMENT ACCOUNTABILITY OFFICE
441 G St. N.W.
Washington, DC 20548

April 13, 2023

The Honorable James Comer

Chairman

The Honorable Jamie Raskin

Ranking Member

Committee on Oversight and Accountability
House of Representatives

The Honorable Gerald E. Connolly
House of Representatives

The Honorable Virginia Foxx
House of Representatives

Grants are an important tool that the federal government uses to achieve
diverse national objectives for the American people through nonfederal
entities—including state and local governments, educational institutions,
and nonprofit organizations. In fiscal year (FY) 2021, federal agencies
obligated more than $1.2 trillion in grants to state and local governments.!
This amount represented approximately 18 percent of all federal spending
in FY 2021.

1A large portion of grant funding in FY 2021 was to support the nation’s response to the
COVID-19 pandemic through the American Rescue Plan, the CARES Act, and other
COVID-19 funding. For example, FY 2021 included COVID-19-related advances of $254
billion, primarily as a result of aid to tribal, state, local, and territorial governments and
Medicare providers. See GAO, Financial Audit: FY 2021 and FY 2020 Consolidated
Financial Statements of the U.S. Government, GAO-22-105122 (Washington, D.C.: Feb.
17, 2022). For the purposes of this report, we refer to grants and cooperative agreements
as grants.
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We have previously reported on significant amounts of undisbursed
balances from expired grants.2 For example, in 2016 we reported that
there were approximately $1 billion in undisbursed balances from expired
grants at the end of FY 2015.3

The existence of undisbursed balances can hinder the achievement of
national objectives by preventing the allocation of scarce resources to
address other needs. Accordingly, grant closeout is an important final
point of accountability and necessary for the effective management of
expired grants. We previously stated that tracking undisbursed balances
from expired grants could raise the visibility of this long-standing issue.*

You asked us to update our previous work on grant closeout issues.5 This
report examines: (1) the extent to which selected agencies met reporting
requirements for expired grants for FYs 2017 through 2021; and (2) risks
of selected agencies’ grant closeout processes, as identified by their
inspectors general, and how agencies are addressing those risks.

For the first objective, we reviewed legislation and Office of Management
and Budget (OMB) grant guidance related to agency reporting of expired
grants with undisbursed and zero dollar balances. Specifically, we
reviewed the Grants Oversight and New Efficiency (GONE) Act; sections
of relevant years of the Commerce, Justice, Science, and Related

2For the purposes of this report, we define expired grants as awards that have not been
closed out within the allotted time—generally within 1 year of the period of performance
end date. In prior reports, we analyzed data from the payment management system,
which defined expired grants as awards at least 3 months past the period of performance
end date and at least 9 months since the last disbursement. GAO, Grants Management:
Actions Needed to Address Persistent Grant Closeout Timeliness and Undisbursed
Balance Issues, GAO-16-362 (Washington, D.C.: Apr. 14, 2016); Grants Management:
Action Needed to Improve the Timeliness of Grant Closeouts by Federal Agencies,
GAO-12-360 (Washington, D.C.: Apr. 16, 2012); and Grants Management: Attention
Needed to Address Undisbursed Balances in Expired Grant Accounts, GAO-08-432
(Washington, D.C.: Aug. 29, 2008).

3GAO-16-362.
4GAO-08-432.

5Closeout is the process by which the awarding agency (1) determines that all applicable
administrative actions and all required work of the award have been completed, and (2)
takes certain required actions. See 2 C.F.R. § 200.344.
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Agencies Appropriations Act; and OMB Circular No. A-136, Financial
Reporting Requirements, for FYs 2017 through 2021.8

We also reviewed OMB guidance related to the reporting requirements,
such as a 2016 OMB memorandum to agencies that award grants and
cooperative agreements to nonfederal entities related to GONE Act
reporting of expired grants. In addition, we reviewed three OMB
memorandums issued in 2010, 2011, and 2016 to agencies receiving
funding under the Commerce, Justice, Science, and Related Agencies
Appropriations Act related to tracking undisbursed balances from expired
grants, and the related Consolidated Appropriations Acts from 2010
through 2023.7

We also reviewed relevant OMB regulations and guidance on broader
aspects of grant management. These included the Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance) and OMB Circular No. A-11, Preparation,
Submission, and Execution of the Budget. We interviewed OMB staff who
developed government-wide guidance for grant management and grant
closeout.

We selected five agencies—the Departments of Commerce, Health and
Human Services (HHS), and Justice (DOJ); the National Aeronautics and
Space Administration (NASA); and the National Science Foundation

6For the purposes of this report, we use the term “Section 530 requirements” when
referring to reporting requirements—for example, the requirement that covered agencies
identify undisbursed balances in expired grant accounts that may be returned to the
Treasury—contained in various years of the Commerce, Justice, Science, and Related
Agencies Appropriations Act. We use this term, even though such requirements have not
always been in Section 530 of each act, to reduce potential confusion since OMB’s most
recent guidance from July 2016 refers to such requirements as the “Section 530
requirement.” OMB, Financial and Performance Reporting on Undisbursed Balances in
Expired Grant Accounts, M-16-18 (Washington, D.C.: July 15, 2016).

7Pub. L. No. 111-117, div. B, tit. V, § 537, 123 Stat. 3034, 3158 (2009); Pub. L. No. 112-
10, 125 Stat. 38 (2011); Pub. L. No. 112-55, div. B, tit. V, § 536, 125 Stat. 552, 638
(2011); Pub. L. No. 113-6, div. B, tit. V, § 534, 127 Stat. 198, 277 (2013); Pub. L. No. 113-
76, div. B, tit. \V, § 531, 128 Stat. 5, 84 (2014); Pub. L. No. 113-235, div. B, tit. V, § 531,
128 Stat. 2215 (2014); Pub. L. No. 114-113, div. B, tit. V, § 530, 129 Stat. 2242, 2329
(2015); Pub. L. No. 115-31, div. B, tit. V, § 529, 131 Stat. 135, 226 (2017); Pub. L. No.
115-141, div. B, tit. V/, § 528, 132 Stat. 348, 442 (2018): Pub. L. No. 116-6, div. B, tit. V, §
529, 133 Stat. 13, 136 (2019); Pub. L. No. 116-93, div. B, tit. V, § 524, 133 Stat. 2317,
2429 (2019); Pub. L. No. 116-260, div. B, tit. VV, § 524, 134 Stat. 1182, 1281 (2020); Pub.
L. No. 117-103, div. B, tit. V, § 524, 136 Stat. 49, 149 (2022): and Pub. L. No. 117-328,
div. B, tit. \V, § 524, 136 Stat. 4459, 4560 (2022).
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(NSF)—for our review. We used criteria, such as the total dollars awarded
to state and local governments in FY 2020 and whether they were also
required to provide reporting under Section 530 requirements.
Specifically, the grants awarded by these five agencies comprised
approximately 67 percent of the total awards in FY 2020.8 In addition, all
five agencies are subject to the GONE Act and OMB Circular A-136
reporting requirements. In addition, four of them—Commerce, DOJ,
NASA, and NSF—are also subject to reporting requirements under the
applicable section of the Commerce, Justice, Science, and Related
Agencies Appropriations Act. Results from these agencies should not be
generalized to agencies outside of our selection.

We collected and reviewed the selected agencies’ Agency Financial
Reports for FYs 2017 through 2021. We did this to determine whether
and how the agencies reported undisbursed balances from expired grants
to meet the various reporting requirements identified in the GONE Act,
OMB Circular A-136, and the Commerce, Justice, Science, and Related
Agencies Appropriations Act.® After the completion of our data collection
and analysis, the selected agencies reported their FY 2022 data (see
appendix ). We also reviewed documentation from these agencies—such
as internal policies and procedures for grants management—and
interviewed officials at the selected agencies who manage grants to
discuss how they met the various reporting requirements.

For the second objective, we reviewed legislation on reporting
requirements for inspectors general of agencies that annually awarded at
least $500 million in grants. We analyzed Office of the Inspector General
(OIG) risk assessments for the same five selected agencies described
above—Commerce, HHS, DOJ, NASA, and NSF. The assessments
included potential findings and recommendations related to how agencies
should conduct grant closeout. We also interviewed OIG and agency
officials and reviewed documentation to determine actions taken by the
selected agencies to address identified grant closeout risks.

We conducted this performance audit from January 2022 to April 2023 in
accordance with generally accepted government auditing standards.

8At the time of our agency selection, only FY 2020 data were available for use. However
once the data were available, we found that in FY 2021 the grants awarded by these five
agencies comprised approximately 51 percent of the total awards.

9There was no OMB Circular A-136 requirement for GONE Act reporting in FY 2019
because the statutory requirement had expired.
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Grantees, or recipients, are nonfederal
entities that receive awards directly from the
federal awarding agency.

Period of performance is the total estimated
time interval between the start of an initial
federal award and the planned end date.

Closeout is the process by which the
awarding agency or pass-through entity
determines that all applicable administrative
actions and all required work of the award
have been completed and takes certain
required actions.

Source: 2 C.F.R. pt. 200. | GAO-23-105700

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.

Background

OMB Guidance on Grant Management

OMB develops government-wide policies to ensure that grants are
managed properly and the grant funds are spent in accordance with
applicable laws and regulations. Since December 2013, OMB has
provided consolidated guidance on grant management to federal
agencies that award grants through the Uniform Guidance to streamline
its guidance, promote consistency among grantees, and reduce
administrative burden and the risk of waste, fraud, and abuse.!® Federal
agencies must implement its requirements in codified regulations, with
deviations allowed only in circumstances in which statutes establish
different requirements or where differences are approved by OMB.

As part of an August 2020 update to the Uniform Guidance, OMB
implemented changes to support timely grant closeout, improve the
accuracy of final closeout reporting, and reduce grantee burden. For
example, based on challenges grantees reported facing in collecting grant
closeout information and reporting it to agencies in a timely manner, OMB
extended the time frame for grantees to submit closeout reports to federal
agencies and liquidate all financial obligations from 90 to 120 days.'?

Grant Closeout Procedures

The Uniform Guidance establishes closeout procedures that must be
completed by both the grantee and the awarding agency (see fig. 1).

102 C.F.R. pt. 200; 78 Fed. Reg. 78590 (Dec. 26, 2013). The Uniform Guidance
supersedes and streamlines requirements from OMB Circulars A-21, A-87, A-110, and A-
122 (which have been placed in OMB guidance); Circulars A-89, A-102, and A-133; and
the guidance in Circular A-50 on Single Audit Act follow-up.

112 C.F.R. § 200.106.
122 C.F.R. § 200.344; 85 Fed. Reg. 49506 (Aug. 13, 2020).
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Generally, within 120 calendar days of the period of performance end
date, the grantee must complete its closeout actions.'® The awarding
agency must then make every effort to complete its closeout actions
within the allotted time—generally within 1 year of the grant’s period of
performance end date, unless otherwise directed by authorizing
statutes.’ However, if the grantee has not completed all of its closeout
actions, the awarding agency must proceed to close out the grant—with
the information available—within 1 year of the period of performance end

date.’s

Figure 1: Uniform Guidance Timeline for Grant Closeout Actions

Grant Award Grantee

Period of Closeout
Performance Process

» Refund any undisbursed balances

« Liguidate any obligations

» Account for property acquired with
federal funds

« Submit all required reports to awarding
agency (e.g., performance, financial,
etc.)

» Awarding agency administers and
manages the award

» Grantee complies with all award
requirements

Source: GAO analysis of 2 C.F.R. pt. 200. | GAO-23-105700

Awarding
Agency
Closeout
Process

» Promptly complete all closeout actions for
federal awards once grantee completes all
closeout requirements

» Process final payments or adjustments

« If grantee does not submit all required
reports, the awarding agency must proceed
to close out the grant-with the information
available—within 1 year of the period of
performance end date

13The period for closeout may be extended under certain circumstances. 2 C.F.R. §

200.344(a).
142 C.F.R. § 200.344(qg).
152 C.F.R. § 200.344(h).
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Note: Undisbursed balances are obligations not liquidated by the grantee.
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Budget authority provides permission by law
to incur financial obligations that will result in
outlays.

Appropriations are provisions in law that
typically grant budget authority for a specific
purpose and time period.

Obligations are binding agreements, such as
grants, that commit an entity to make
payments or disbursements.

Deobligation is the cancellation or downward
adjustment of previously incurred obligations.
Source: OMB Circular No. A-11. | GAO-23-105700

Authority to Resolve Undisbursed Balances after Grant
Closeout

After grant closeout has been completed, awarding agencies may resolve
undisbursed balances in accordance with OMB Circular No. A-11. OMB
Circular No. A-11 generally provides guidance and parameters on how
undisbursed balances can or cannot be used during different budget
authority phases.'® For example, if the budget authority is in the unexpired
phase, the awarding agency may be able to deobligate undisbursed
balances from expired grants and make new obligations—such as new
grants.'” This may allow an awarding agency to use existing resources to
fund new grant projects. If the budget authority is in the expired phase,
the awarding agency cannot make new obligations with undisbursed
balances. However, it may still make disbursements for adjustments or
other authorized purposes. When the budget authority is in the canceled
phase, undisbursed balances are canceled and returned to the
Department of the Treasury. Generally, until the grant is closed out, any
undisbursed balance remains in the grant. See figure 2.

16Budget authority may be classified by its duration. Budget authority can be provided for
one or multiple years, while some budget authority remains available for an indefinite
period of time. The three phases of budget authority are (1) unexpired, (2) expired, and (3)
canceled. OMB Circular No. A-11, Section 20.4(c).

17A notable exception to using undisbursed balances for new obligations are balances
deobligated from grants made under the American Recovery and Reinvestment Act of
2009, which must be deposited in the general fund of the Treasury. Pub. L. No. 111-203, §
1306, 124 Stat. 2135 (2010).
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_______________________________________________________________________________________________________________________|
Figure 2: Resolving Undisbursed Balances after Grant Closeout

Budget authority unexpired:
» Undisbursed balances may be

Grant ends:

Grant closed:

Grantee and awarding agency
complete closeout actions.

deobligated and used to make
new obligations.

Budget authority expired:

The grant reaches the —
period of performance
end date.

Budget authority canceled:

Undisbursed balances are
canceled and returned to

Undisbursed balances are no
longer available for new obligations,
but may be temporarily retained for

Grant not closed: obligations.

Generally, undisbursed balances
remain in the grant.

making adjustments to existing the Treasury.

Source: GAO analysis of 2 C.F.R. pt. 200 and OMB Circular No. A-11. | GAO-23-105700

Expired grants are awards for which
closeout has not occurred within the allotted
time—generally within 1 year of the period of
performance end date.

Source: GAO analysis of OMB Circular A-136 and 2 C.F.R.
pt. 200. | GAO-23-105700

Undisbursed balances are obligations not
liquidated by the grantee.

Source: GAO analysis of OMB Memo 2016-04 and 2 C.F.R.
pt. 200. | GAO-23-105700

Note: Undisbursed balances are obligations not liquidated by the grantee.

Federal Reporting Requirements for Expired Grants

There have been various federal reporting requirements designed to draw
attention to the long-standing issue of awarding agencies not closing out
grants in a timely manner.18

The Commerce, Justice, Science, and Related Agencies
Appropriations Act (Section 530 Requirements). From FYs 2010
through 2023, various sections of this appropriations act have included
reporting requirements on expired grants with undisbursed balances for
agencies covered by the act, including Commerce, DOJ, NASA, and

8Generally, until the grant is closed out, the undisbursed balance remains in the grant
and cannot be repurposed or canceled and returned to the Treasury. At some awarding
agencies, expired grants with no undisbursed balances—referred to as “zero dollar”
balances—may be assessed administrative fees. While the fees are small relative to the
size of the original grant awards, they can accumulate over time. For example, NASA
officials told us that they paid approximately $6,900 in administrative fees for accounts
with zero dollar balances in FY 2021. We have previously reported about the volume of
expired grants with undisbursed balances and zero dollar balances, the amount of
undisbursed balances and administrative fees charged, and actions taken by federal
agencies to address these issues. See GAO-16-362; GAO-12-360; GAO-08-432.
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NSF." For example, agencies have been required to identify undisbursed
balances from expired grants that may be returned to the Treasury (i.e.,
undisbursed balances with underlying budget authority in the canceled
phase) and the total number of expired grants with undisbursed balances
for the preceding 3 fiscal years.? OMB issued guidance in 2010 and
again in 2011 instructing federal agencies on the required reporting
elements to include in their Agency Financial Reports (AFR) or
Performance and Accountability Reports (PAR).2' In 2016, OMB issued
guidance restating the required reporting elements for FY 2016 and
subsequent fiscal years if included in subsequent fiscal year’s
appropriation acts, until instructed otherwise.22

The GONE Act. In January 2016, Congress passed and the President
signed into law the GONE Act to mandate government-wide reporting of
expired grants for which the period of performance had elapsed for more
than 2 years, including grants with undisbursed balances and zero dollar
balances.z? OMB issued guidance to agencies on required actions, such
as providing a high-level summary table for the number of grants with
zero dollar and undisbursed balances and the total amount of

19The relevant appropriations acts have used the term “expired grant accounts.” However,
according to OMB staff, the term is synonymous with “expired grant awards.” For the
purposes of our report, we use the term expired grants when referring to the reporting
requirements. In addition to Commerce, DOJ, NASA, and NSF, other agencies covered by
the act include the Commission on Civil Rights, the Equal Employment Opportunity
Commission, the International Trade Commission, the Legal Services Corporation, the
Marine Mammal Commission, the Offices of Science and Technology Policy, the United
States Trade Representative, the National Space Council, and the State Justice Institute,
as well as any other federal entities receiving funds appropriated under the act.

23ee, e.g., Pub. L. No. 117-328, div. B, tit. V, § 524, 136 Stat. 4459, 4560 (2022).

210ffice of Management and Budget, Financial and Performance Reporting Guidance on
Undisbursed Balances in Expired Grant Accounts (Washington, D.C.: October 2011); and
Financial and Performance Reporting Guidance on Undisbursed Balances in Expired
Grant Accounts (Washington, D.C.: Oct. 15, 2010).

220ffice of Management and Budget, Financial and Performance Reporting on
Undisbursed Balances in Expired Grant Accounts, M-16-18 (Washington, D.C.: July 15,
2016).

23Under the GONE Act, agency means each authority of the government of the United
States whether or not it is within or subject to review by another agency, but does not
include, for example, the Congress or the courts of the United States. 5 U.S.C. § 551(1).
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undisbursed balances in their FYs 2017 and 2018 AFRs or PARs.%4
Under the act, agencies were required to provide HHS a notice for FYs
2017 and 2018 specifying whether the agency closed out grant awards
and which grant awards had not been closed out. Afterwards, HHS was
required to compile the notices and submit a report to Congress on such
notices. In addition, the GONE Act tasked OMB, in consultation with HHS,
with submitting legislative recommendations, if any, to Congress on
improving the accountability and oversight of grants management,
including the timely closeout of federal grants.

OMB Circular A-136. In August 2017, OMB added a new section to its
Circular A-136 guidance to reflect the reporting requirements for the
GONE Act. Following the sunset of the GONE Actin FY 2018, OMB
removed the section from its FY 2019 Circular A-136. OMB updated
Circular A-136 in August 2020 to include agency reporting requirements
starting in FY 2020 and thereafter for federal grant programs. These
requirements are similar to those requirements from the GONE Act for
FYs 2017 and 2018.

Table 1 below highlights selected characteristics of federal agency
reporting requirements for expired grants.

_________________________________________________________________________________________________________________________|
Table 1: Selected Characteristics of Federal Agency Reporting Requirements for Expired Grants

Section 530 of the Commerce,

Justice, Science, and Related Grants Oversight and New Office of Management and
Agencies Appropriations Act® Efficiency (GONE) Act® Budget (OMB) Circular A-136
Applies government-wide No° Yesd Yes®
First year of reporting Fiscal year (FY) 2010 FY 2017 FY 2017f
requirement
Final year of reporting Not applicable; included in FY 2018 Not applicable?
requirement annual appropriations each year
through FY 2023
Reporting mechanism Agency Financial Report (AFR)  Reports to Congress and the AFR or PAR
or Performance and Department of Health and
Accountability Report (PAR) Human Services

240ffice of Management and Budget, GONE Act Reporting of Unclosed Grant and
Cooperative Agreement Awards For Which the Period of Performance Has Expired More
Than Two Years, OMB-2016-04 (Washington, D.C.: Aug. 15, 2016). OMB’s implementing
guidance applied to agencies defined in 5 U.S.C. § 551(1) that award grants or
cooperative agreements.
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Section 530 of the Commerce,
Justice, Science, and Related
Agencies Appropriations Act?

Grants Oversight and New
Efficiency (GONE) Act

Office of Management and
Budget (OMB) Circular A-136

Information to report

(1) Details on future actions to
resolve undisbursed balances,
(2) method used to track
undisbursed balances from
expired grants, (3)
identification of undisbursed
balances from expired grants
that may be returned to the
Treasury, and (4) details on the
total number of expired grants
with undisbursed balances and
the total amount that has not
been obligated to a specific
project remaining in the
accounts for the preceding 3
fiscal years.

Number of expired grants with
(1) undisbursed balances and
(2) zero dollar balances,
grouped by number of years
past the period of
performance end date (2-3,
>3-5, and >5), and the total
amount of undisbursed
balances for each group.

Challenges leading to delays
in grant closeout and planned
corrective actions to address
these challenges.

A listing of the 30 oldest
expired grant awards
explaining why they have not
been closed out.

Number of expired grants with
(1) undisbursed balances and
(2) zero dollar balances,
grouped by number of years
past the period of performance
end date (2-3, >3-5, and >5),
and the total amount of
undisbursed balances for each
group.

Challenges preventing closeout
of grants reported and actions
to be taken to close grants
reported.

Require Inspector General No Some; only applies to No
risk assessment of agency agencies that award at least
grant closeout process $500 million in annual grant
funding
Report the identification of Yes No No

undisbursed balances from
expired grants that may be
returned to the Department of
the Treasury

Source: GAO analysis of GONE Act, OMB Circular A-136, and Section 530 requirements of the Commerce, Justice, Science, and Related Agencies Appropriations Act. | GAO-23-105700

2For the purposes of this report, we use the term “Section 530 requirements” when referring to
reporting requirements—for example, the requirement that covered agencies identify undisbursed
balances in expired grant accounts that may be returned to the Treasury—contained in various years
of the Commerce, Justice, Science, and Related Agencies Appropriations Act. We use this term—
even though such requirements have not always been in Section 530 of each act—to reduce potential
confusion since OMB’s most recent guidance from July 2016 refers to such requirements as the
“Section 530 requirement.” OMB, Financial and Performance Reporting on Undisbursed Balances in
Expired Grant Accounts, M-16-18 (Washington, D.C.: July 15, 2016).

bPub. L. No. 114-117, 130 Stat. 6 (2016).

°Applies to any department, agency, or instrumentality of the United States receiving funds
appropriated under the Commerce, Justice, Science, and Related Agency Appropriations Act,
including the Departments of Commerce and Justice, the National Aeronautics and Space
Administration, and the National Science Foundation.

dApplies to agencies defined in the GONE Act under 5 U.S.C. § 551(1).
¢Applies to agencies with federal grants programs.

fln addition to meeting other GONE Act requirements, agencies had to provide high-level information
on the number of expired grants with undisbursed and zero dollar balances in their AFRs or PARs as
required by OMB Circular A-136 in FYs 2017 and 2018.

9After the GONE Act sunset in FY 2018, OMB reinstated government-wide reporting of expired grants
with undisbursed and zero dollar balances in August 2020.
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Since FY 2017, agencies required to report under Section 530 must
include two submissions on undisbursed balances from expired grants in
their AFR. For example, both OMB Circular A-136 and Section 530
requirements require agencies to annually report the total number and
amount of expired grants with undisbursed balances, using different time
frames. Agencies must also include information on how they will close or
resolve undisbursed balances from expired grants.

According to OMB staff, following the implementation of the GONE Act in
FY 2017, OMB suggested to Congress that Section 530 be excluded from
the Commerce, Justice, Science, and Related Agencies Appropriations
Act. Of the two reporting requirements, OMB staff believed that OMB
Circular A-136 reporting was more useful because it included more
current information. OMB staff also explained that OMB Circular A-136
provided broader coverage than Section 530 because it applied
government-wide to all agencies required to report under the GONE Act.
However, Congress has included the Section 530 reporting requirements
for FYs 2017 to 2023.

Selected Agencies Fully Met Some Reporting
Requirements for Expired Grants, but Could
Use Clearer Guidance from OMB

All of the selected agencies in our review fully met the applicable
reporting requirements for expired grants for FYs 2017 and 2018 under
the GONE Act and for FYs 2020 and 2021 under OMB Circular A-136.25
However, we found that some of the selected agencies did not meet two
of the four reporting requirements under Section 530 because some
aspects of OMB’s guidance were unclear. In addition, DOJ stopped
reporting Section 530 information starting in FY 2019. DOJ officials said
they interpreted OMB Circular A-136 as OMB instructions for complying
with both government-wide and Section 530 requirements.

25As previously noted, agencies that awarded federal grants in FY 2019 had no
requirement to report expired grants with undisbursed and zero dollar balances in their FY
2019 AFR or PAR after the GONE Act sunset in FY 2018.
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Selected Agencies Fully Met Applicable GONE Act and
OMB Circular A-136 Reporting Requirements for Expired
Grants

Based on our review of AFRs for the five selected agencies, we
determined that the agencies fully met applicable government-wide
reporting requirements for expired grants under the GONE Act and OMB
Circular A-136.26 These requirements included reporting (1) the number
and total amount of expired grants with undisbursed and zero dollar
balances that were at least 2 years past the period of performance end
date, (2) challenges leading to delays in grant closeout, and (3) planned
corrective actions to address challenges.

Officials from three of the five selected agencies—DOJ, HHS, and NSF—
told us that the government-wide reporting requirements had some
positive effects on their grant closeout efforts.

o DOJ officials said that their GONE Act report provided another dataset
to review expired grants and brought more attention to closeout
metrics, such as the number of grants closed or pending closeout.

« HHS officials told us that the government-wide reporting requirements
highlighted the need to effectively close out grants and make
improvements towards timelier grant closeout.

« NSF officials stated that the government-wide reporting requirements
enhanced their existing grant closeout process by expanding NSF’s
automated financial and administrative processes to include other
types of awards.?’

For more detail on what the selected agencies reported, see appendix |.

26\We consider a reporting requirement to be “fully met” if the agency accurately addressed
all elements of the reporting requirement.

27 According to NSF officials, NSF added Small Business Innovation Research, Small
Business Technology Transfer, and Fellowship awards to its 120-day automatic financial
closeout process effective November 2020.
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Selected Agencies Did Not Fully Meet Section 530
Requirements Due to Unclear OMB Guidance

Under the Section 530 requirements, OMB is required to instruct
agencies to track undisbursed balances in expired grants and include
other related information.2® Based on our analysis, we determined that
selected agencies met two of the four Section 530 requirements.2?
However, we found that some of them inaccurately reported information
for the other two Section 530 reporting requirements because some
aspects of OMB’s guidance were unclear.

Specifically, one provision of Section 530 requires agencies to report
various data elements across a 3-year time period. For this requirement,
we found that only Commerce accurately interpreted and addressed all of
the reporting elements (see fig. 3). The other three selected agencies—
DOJ, NASA, and NSF—had different interpretations of OMB’s Section
530 guidance for this reporting requirement.

283ee e.g., Pub. L. No. 117-326, div. B, tit. V/, § 524, 136 Stat. at 4560.

293elected agencies met the Section 530 requirements on reporting (1) the details on
future actions to resolve undisbursed balances, and (2) the method used to track
undisbursed balances from expired grants. HHS is not required to report under Section
530. DOJ reported its future actions and methods used in its FYs 2017—2018 AFRs. As
we discuss later, DOJ did not report any Section 530 information in its FYs 2019—2021
AFRs.
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Figure 3: Agencies’ Compliance with Section 530 Reporting Requirement for Fiscal Years 2017—2021
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Source: GAO analysis of Section 530 requirements of the Commerce, Justice, Science, and Related Agencies Appropriations Act, OMB Memorandum M-16-18, and agency documentation. | GAO-23-105700

Note: For the purposes of this report, we use the term “Section 530 requirements” when referring to
reporting requirements—for example, the requirement that covered agencies identify undisbursed
balances in expired grant accounts that may be returned to the Treasury—contained in various years
of the Commerce, Justice, Science, and Related Agencies Appropriations Act. We use this term,
even though such requirements have not always been in Section 530 of each act, to reduce potential
confusion since Office of Management and Budget’'s (OMB) most recent guidance from July 2016
refers to such requirements as the “Section 530 requirement.” OMB, Financial and Performance
Reporting on Undisbursed Balances in Expired Grant Accounts, M-16-18 (Washington, D.C.: July 15,
2016). In addition, for the Department of Justice, our analysis only covers fiscal years 2017 and 2018
because the agency stopped reporting Section 530 information starting in fiscal year 2019.

Specifically, we found that OMB’s Section 530 guidance:
« Does not define “preceding” in “3 preceding fiscal years.” We

found that NASA interpreted “3 preceding fiscal years” as the 3 years
prior to the fiscal year of the report. In other words, NASA excluded

Page 16 GAO-23-105700 GRANTS MANAGEMENT



Letter

FY 2021 data on expired grants in its FY 2021 AFR.30 OMB staff told
us agencies should include the most recent fiscal year that ended
September 30 in the current calendar year in their reporting of “3
preceding fiscal years.” According to OMB staff, agencies’ FY 2021
AFRs should have included reporting for FYs 2021, 2020, and 2019.

« Does not specify how to report the count of expired grants with
undisbursed balances. We found that NASA changed its
interpretation of OMB’s guidance on reporting the count of expired
grants from prior years in FY 2020. Accordingly, rather than
replicating prior years’ data—as it had in prior AFRs—NASA
recalculated the count of expired grants from prior years in its FYs
2020 and 2021 AFRs.3" OMB staff told us that NASA’s change in
methodology represented a misinterpretation of the OMB guidance.

« Does not define “expired grant accounts” as “expired grants.”
We found that DOJ reported appropriations accounts with expired
budget authority instead of expired grants.32 According to DOJ
officials, the term “account” often refers to an appropriation and
multiple grants are typically made under a single appropriation
account. However, OMB staff told us that the terms “expired grant
accounts” from Section 530 requirements and “expired grants” from
the GONE Act and OMB Circular A-136 are synonymous—that is, an
“expired grant account” would be associated with only one expired
grant.

« Does not define the “total amount that has not been obligated to
a specific grant or project remaining in the accounts.” We found
that NSF reported total undisbursed balances instead of the total
amount not obligated to a specific grant or project remaining in the

30NASA’s FY 2021 data were included in its FY 2022 AFR, which was issued in mid-
November 2022.

310MB staff stated that static numbers should have been used for comparative purposes
to show a net improvement. For example, NSF officials told us that they conducted an
independent data pull based on a query which identifies all expired grants as of 9/30/XX,
whereby XX is the year of reporting for the AFR. This is only calculated for the year of the
AFR (i.e., current year) whereby the prior 2 fiscal years’ data are pulled from the prior
year’s AFR and not recalculated. However, in the FY 2020 AFR, NASA updated the data
reported for FYs 2017 and 2018. In the FY 2021 AFR, NASA again updated the data
reported for FYs 2018 and 2019. As a result, NASA reported its FY 2018 data differently in
three different AFRs (FYs 2019, 2020, and 2021). In addition, NASA officials informed us
in November 2022 that they used the same methodology of recalculating the prior year’s
count and amount of expired grants with undisbursed balances for their FY 2022 AFR.

32Both the relevant appropriations acts and OMB’s guidance use the term “expired grant
account.” In addition, we found that DOJ only reported Section 530 information for FY's
2017 and 2018 and did not explicitly do so for FYs 2019 through 2021.
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accounts. According to NSF officials, they interpreted the term “total
amount that has not been obligated to a specific grant or project
remaining in the accounts” as grant dollars that have already been
obligated but expired as of the last day of the fiscal year. However,
OMB staff told us that this requirement is different from reporting
undisbursed balances for expired grants—that is, unobligated
amounts and undisbursed balances are not the same.

Another provision of Section 530 requires the identification of undisbursed
balances from expired grants that may be returned to the Treasury.
However, OMB’s guidance instructs agencies to report on their process
for identifying undisbursed balances that may be returned to the
Treasury, instead of the amount of such balances (see fig. 4). We found
that only NASA reported the amount of undisbursed balances that may be
canceled and returned to the Treasury as required by Section 530. The
other three selected agencies—Commerce, DOJ, and NSF—reported
their process to identify undisbursed balances, consistent with OMB’s
guidance.33

33D0J reported its process to identify undisbursed balances in its FYs 2017—2018 AFRs.
As we discuss later, DOJ did not report any Section 530 information in its FYs 2019—
2021 AFRs.
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Figure 4: Office of Management and Budget Guidance Is Inconsistent with the Commerce, Justice, Science, and Related
Agencies Appropriations Act
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Source: GAO analysis of Pub. L. No. 114-113, div. B, tit. V, § 530, 129 Stat. 2242, 2329 (2015) and OMB M-16-18.
OMB staff told us that they believed the Section 530 requirement to report
the amount of undisbursed balances that may be returned to the Treasury

| GAO-23-105700

was addressed by another Section 530 requirement that requires

agencies to report the “total amount that has not been obligated to a
specific grant.” According to OMB staff, only unobligated amounts could
potentially be returned to the Treasury.

However, Section 530 requires agencies to report undisbursed balances
that may be returned to the Treasury. Undisbursed balances whose
underlying budget authority are canceled may be returned to the

Treasury—once the expired grant is closed out. In other words, this
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subset of undisbursed balances represents the amount of undisbursed
balances from expired grants that may be returned to the Treasury.

DOJ, NASA, and NSF were unaware that they failed to comply fully with
Section 530 requirements. According to DOJ and NASA officials, they
believed they were correctly interpreting and following the guidance and
had not received any feedback suggesting otherwise.34 NSF officials told
us that they had not requested assistance or clarification from OMB
regarding its Section 530 guidance. In addition, NSF officials said that
they had not received any specific feedback from OMB on their Section
530 reporting. Clearer guidance or instructions would help ensure that
agencies report accurate information. Additionally, by providing revised
guidance or instructions, OMB would help increase transparency of this
information for Congress and others.

DOJ Stopped Explicitly Reporting Section 530 Information

In FY 2019, DOJ stopped explicitly reporting Section 530 information,
despite the requirement to do so. According to DOJ officials, they
interpreted OMB Circular A-136 as the OMB instructions for Section 530.
Thus, they stopped reporting information required by Section 530 and
only reported information required by OMB Circular A-136. DOJ officials
told us they annually submit a draft AFR to OMB for review and have
received minor to no comments on their grants reporting, which DOJ
officials believe supports their position that they have been compliant with
reporting requirements. However, OMB staff confirmed that the two
requirements are different. As a result, DOJ has been noncompliant with
Section 530 reporting requirements since its last Section 530 submission
in FY 2018 and is providing incomplete information to Congress and the
public.

340MB staff told us they were unaware that DOJ and NASA had different interpretations of
the Section 530 guidance.
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Inspectors General at Three Agencies Identified
Grant Closeout Risks and Agencies Took Steps
to Address Most of Them

Three Inspectors General Cited Risks Related to Grant
Closeout Systems and Reporting

Inspectors general at three of the agencies we reviewed—DOJ, HHS, and
NSF—identified various risks that may have contributed to delayed grant
closeout at their respective agencies. Consistent with our previous
reporting, inspectors general identified issues such as integrating
payment and grant management systems as well as late grantee
submissions.35 Specific findings from each agency’s Office of the
Inspector General (OIG) risk assessment are described below.

Department of Justice. DOJ OIG found in 2018 that while the agency
had made significant progress in addressing deficiencies from a prior
audit in 2006, multiple risk areas remained related to (1) closeout
timeliness, (2) fund management, and (3) grantee data verification.36

o For closeout timeliness, DOJ OIG found that DOJ had delayed
closeouts on approximately 17 percent of its awards in the 2018 audit,
compared to 87 percent in the 2006 audit. The OIG reported that the
approximately 17 percent of closeouts were delayed, in part, from late
grantee submissions, agency requests for additional information and
clarification from grantees, award monitoring, technical issues in the
award management system, and staff shortages at the agency.

o For fund management, DOJ OIG reported a backlog of 782 expired
grants with undisbursed balances of about $28.8 million in the 2018

35GA0-16-362.

36Department of Justice Office of the Inspector General, Audit of the Department of
Justice Grant Award Closeout Process, Audit Division 18-18 (Washington, D.C.: March
2018); and The Department of Justice’s Grant Closeout Process, Audit Report 07-05
(Washington, D.C.: December 2006). The 2018 audit concentrated on grants that ended
between October 2008 and September 2016. The 2006 audit consisted of grants that
were closed from October 1997 through December 2005 as well as expired grants that
had not been closed out as of December 2005.
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audit, compared to 12,814 expired grants with undisbursed balances
between $164 million and $172 million in the 2006 audit.

« For grantee data verification—to confirm whether grantees
appropriately used funds and accurately reported data—DOJ OIG
identified improper expenditures. These expenditures included
approximately $762,000 in unallowable spending that went
undetected by the DOJ awarding agencies because the reported data
inaccurately reflected important expenditure information.3”

Department of Health and Human Services. HHS OIG identified
multiple risks in 2020 related to the systems used in HHS’s grant
management process.38

o First, HHS used multiple systems that had different closeout
schedules. Specifically, HHS’s payment management system closed
grants quarterly while the grant management systems could close
them in real-time.3° As a result, the quarterly closeout of the payment
management system contributed to delays in obtaining accurate grant
closeout data. In addition, HHS OIG reported that the main grant
management systems did not interface directly with the payment
management system. HHS OIG noted that the lack of interface made
it more challenging to close out grants because the payment
management system is critical to the grant closeout process. Further,
one office within an HHS awarding agency did not use an electronic
grant management system. Rather, the office relied on manual
processes that consisted of more steps and carried greater risk of
delayed closeout.

37As part of a closeout package, grantees are generally required to submit a final federal
financial report, which is used by the awarding agencies to measure overall grant
spending. In conducting its audit, DOJ OIG selected a sample of 118 grantees and
reviewed their final federal financial reports and related accounting records. Based on this
sample, DOJ OIG found unallowable spending (i.e., spending that occurred outside the
objectives of the award). Examples of unallowable spending included (1) spending before
or after the project period, (2) expenditures not approved by the awarding agencies, (3)
spending in excess of approved budget categories, and (4) drawdowns that were not
supported by the grantee’s accounting records.

38Department of Health and Human Services Office of Inspector General, Risk
Assessment of HHS Grant Closeout Procedures, Report No. A-04-19-08072 (Washington,
D.C.: March 2020).

39The payment management system disburses funds to grantees and monitors

disbursements, while grant management systems handle grant applications, grants,
monitoring, and program reports.
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« Second, HHS OIG noted that reconciling pooled accounts—payment
management system accounts that include multiple grants—
presented a pressing challenge to timely grant closeout.#® However,
HHS stopped allowing new pooled accounts in 2013, with some
waivers granted until 2015. Therefore, the risk posed by pooled
accounts was limited to grants awarded before 2015.

« Finally, HHS OIG reported that some HHS staff had not received
training on the payment management system. Thus, HHS officials had
difficulty accessing and understanding the payment management
system’s data and reports.

National Science Foundation. NSF OIG identified in 2021 that while
NSF had established grant closeout processes to address the financial,
administrative, and final award phases of closeout, the agency followed
its processes inconsistently.#! As a result, NSF experienced delays in the
financial and administrative closeout phases. In addition, the final award
closeout phase experienced delays due to late grantee submissions of
technical reporting deliverables, even though NSF took steps to reduce
delays. Finally, NSF OIG noted other risks that may have contributed to
delayed grant closeout. These risks included inconsistent processes and
weaknesses in NSF’s Report Tracking System and communications
process.

40pooled accounts in the payment management system are grantee accounts that contain
funds from multiple grants awarded by multiple HHS awarding agencies. When the
grantee draws from the pooled account, it is not required to cite the specific grant for
which the funding will be used. In addition, pooled accounts can span multiple years and
become increasingly difficult to reconcile as they grow older.

41National Science Foundation Office of Inspector General, GONE Act Risk Assessment:
NSF’s Grant Closeout Process, Report No. O1G-21-6-002 (Alexandria, VA: Mar. 23,
2021). According to NSF OIG’s review, in the financial closeout phase, most grants are
automatically financially closed 120 days after the grant end date. Afterwards, the grant is
removed from the list of active grants in the payment system while any remaining grant
balances are deobligated. While most grants are automatically administratively closed
after being financially closed, NSF will exclude certain grants from automatic closure by
flagging with special attention codes. Flagged grants require manual review to ensure the
special conditions have been resolved before they can be administratively closed. In the
final closeout phase, once a grant has been financially and administratively closed, the
grant may be placed in “Award Closed/Awaiting Reports” status until all technical reporting
requirements—such as the submission of annual, final, and project outcome reports—
have been met.
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Similar to NSF OIG, inspectors general at Commerce and NASA did not
identify any risks in their risk assessments that would warrant an audit.42
Specifically, Commerce OIG reviewed and agreed with Commerce’s FYs
2017 and 2018 GONE Act submissions. It determined that an audit of the
agency'’s grant closeout process was not warranted. NASA OIG did not
identify any risks that would warrant an audit in its review of NASA’s FYs
2017 and 2018 GONE Act submissions, closeout procedures, and
NASA's financial systems data. However, NASA OIG noted that the
majority of NASA grants that remained open more than 2 years beyond
their period of performance end date were grants in which the indirect
cost rate had not been finalized.*3

Agencies Have Taken Steps to Address Risks ldentified
by Inspectors General

Based on our review of agency documentation and interviews with
agency and OIG officials, we found that DOJ, HHS, and NSF had taken
steps to address the risks identified by the inspectors general. As part of
their risk assessments, inspectors general at DOJ, HHS, and NSF made
recommendations or suggestions to their respective agencies to help
improve the grant closeout process.#* Overall, the agencies implemented
65 of the 69 recommendations and suggestions (see table 2).

42Department of Commerce Office of Inspector General, The Grants Oversight and New
Efficiency (GONE) Act (Mar. 31, 2020); and National Aeronautics and Space
Administration Office of Inspector General, Memorandum, Risk Assessment of NASA’s
Grant Closeout Process, ML-20-003; S-19-002-00 (Washington, D.C.: Feb. 5, 2020).

43|ndirect costs represent a grantee’s general support expenses that cannot be specifically
identified with an individual grant project, such as building utilities and administrative staff
salaries. To determine the share of indirect costs that may be charged to federally funded
grants, grantees use a mechanism called the indirect cost rate. The procedure for
requesting an indirect cost rate generally involves negotiating with the awarding agency.
However, grantees may use a provisional rate until agreement is reached on a new final
rate. In 2016, we reported that agency officials—including NASA officials—told us
negotiating an approved indirect cost rate can delay grant closeout. See GAO-16-362.

44Inspectors general at Commerce and NASA did not make any recommendations or
suggestions in their GONE Act risk assessments.
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|
Table 2: Number and Status of Inspector General Recommendations and
Suggestions Related to Grant Closeout Risk Assessments by Selected Agency, as
of February 2023

Recommendations/ Number
Agency? Suggestions® Implemented® Number Open
Department of 61 61 0
Justice
Department of 5 3 2
Health and Human
Services
National Science 3 1 2
Foundation
Subtotal 69 65 4

Source: GAO analysis of agency and agency Office of Inspector General information. | GAO-23-105700

2lnspectors general from the other selected agencies in this report—the Department of Commerce
and the National Aeronautics and Space Administration—did not include any recommendations or
suggestions in their risk assessment in response to the Grants Oversight and New Efficiency Act.
Pub. L. No. 114-117, 130 Stat. 6 (2016).

PRecommendations and suggestions included in grant closeout risk assessments conducted in
response to the Grants Oversight and New Efficiency Act.

°In cases where inspectors general and agency officials differed in describing the implementation
status of recommendations or suggestions, we report the status as indicated by the inspectors
general.

DOJ OIG made 61 recommendations to DOJ’s awarding agencies to
improve the grant closeout process in March 2018. As of September
2021, all 61 recommendations had been closed as implemented.
According to DOJ OIG officials, DOJ updated time frames for grant
reporting, began semiannual reviews to examine expired grants with
undisbursed balances, and identified ways to deobligate undisbursed
balances. Specifically, the awarding agencies deobligated or otherwise
remedied the $28.8 million in undisbursed balances and remedied the
approximately $762,000 in unallowable spending. In addition, DOJ’s
awarding agencies reported using the 2018 audit to improve their internal
closeout policies and procedures, such as updating policies to ensure that
any refunded money from grantees was deobligated.

HHS OIG made five recommendations to HHS in March 2020 to address
the risks to timely grant closeout. In April 2022, HHS OIG officials told us
three of the recommendations had been closed as implemented. For
example, HHS provided training on how to obtain and interpret payment
management system reports and data. HHS officials told us in December
2022 that to improve timely access to data, they (1) made systems
enhancements in FY 2022 to improve the interface between the payment
and grant management systems, and (2) moved the payment
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management system from a quarterly to monthly schedule in October
2022. In February 2023, HHS officials told us that the agency had 155
pooled accounts that remained open and continued to address them.

NSF OIG made three suggestions to NSF in March 2021, to strengthen
controls over each of the three phases of the agency’s grant closeout
process. Only one of these suggestions has been fully addressed. NSF
OIG reported that NSF strengthened controls over its financial closeout
phase by ensuring that the financial closeout occurs within 120 days of
the grant end date for all award types. While NSF OIG did not have
information about the status of the other two suggestions, NSF officials
informed us that they had taken action to strengthen controls over the
administrative closeout phase.*® NSF officials told us they changed the
frequency of the administrative closeout phase to match the financial
closeout phase, reviewed awards with special reporting requirements,
and updated the Proposal and Award Policies and Procedures Guide,
which went into effect in January 2023. As of February 2023, NSF
officials had not yet taken any new direct action to strengthen controls
over the final award closeout phase as suggested by NSF OIG. However,
NSF officials told us that, as a result of the August 2020 update to the
Uniform Guidance, they are developing internal guidance for reporting
awards with overdue technical progress reports.

Conclusions

Grant closeout is an important final point of accountability. It is necessary
for the effective management of expired grants. There have been various
federal reporting requirements that draw attention to the long-standing
issue of awarding agencies not closing out grants in a timely manner. Our
review found that selected agencies fully met government-wide reporting
requirements for expired grants with undisbursed balances under the
GONE Act and OMB Circular A-136. However, some of the selected
agencies required to report under Section 530 reported inaccurate
information because some aspects of OMB’s guidance were unclear.

45As stated in NSF OIG’s GONE Act risk assessment, NSF OIG determined an audit of
NSF’s closeout process was unwarranted. According to NSF OIG officials, they are not
required to track NSF’s progress in implementing their suggestions because the report
was not an audit. In December 2022, NSF officials submitted an update to NSF OIG on
the agency’s progress in implementing the suggestions.
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Effective implementation of the Section 530 requirements depends on
clear instructions to agencies for how to report grant closeout information.
Absent clear instructions, some of the awarding agencies in our review
did not fully meet reporting requirements because of how they interpreted
OMPB’s guidance. Greater clarity on the reporting requirements would help
ensure accurate reporting of expired grants with undisbursed balances.
Additionally, it would increase transparency of this information for
Congress and the public.

Further, although DOJ is required to report expired grants with
undisbursed balances under Section 530, it stopped doing so in FY 2019.
As a result, DOJ has provided incomplete information on expired grants
with undisbursed balances to Congress and the public since its last
submission in FY 2018.

Recommendations for Executive Action

We are making three recommendations, including two to OMB and one to
DOJ. Specifically:

The Director of OMB should clarify the definitions of terms and
methodologies to be used to meet the various reporting requirements of
expired grants with undisbursed balances, if included, in the Commerce,
Justice, Science, and Related Agencies Appropriations Act.
(Recommendation 1)

The Director of OMB should instruct agencies to include in their reporting
the identification—or dollar amount—of undisbursed balances from
expired grants with canceled budget authority, if the Commerce, Justice,
Science, and Related Agencies Appropriations Act requires the
identification of undisbursed balances that may be returned to the
Treasury. (Recommendation 2)

The Attorney General should resume reporting on undisbursed balances
from expired grants in its annual Agency Financial Report or Performance
and Accountability Report and annual performance plan, if such reporting
is required in the Commerce, Justice, Science, and Related Agencies
Appropriations Act. (Recommendation 3)
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Agency Comments

We provided a draft of this report to Commerce, HHS, DOJ, NSF, NASA,
and OMB for their review and comment. OMB did not state whether it
agreed or disagreed with our recommendations. DOJ agreed with our
recommendation. In addition, Commerce, DOJ, HHS, and OMB provided
technical comments, which we incorporated as appropriate. NASA and
NSF had no comments.

We also provided a draft of this report to the Offices of Inspector General
for Commerce, HHS, DOJ, NSF, and NASA for their review and
comment. The Offices of Inspector General for DOJ and NSF provided
technical comments, which we incorporated as appropriate. The Offices
of Inspector General for Commerce, HHS, and NASA had no comments.

If you or your staff have any questions about this report, please contact
me at (202) 512-6806 or arkinj@gao.gov. Contact points for our Offices of
Congressional Relations and Public Affairs may be found on the last page
of this report. GAO staff who made key contributions to this report are
listed in appendix .

As agreed with your offices, unless you publicly announce the contents of
this report earlier, we plan no further distribution until 30 days from the
report date. At that time, we will send copies to the appropriate
congressional committees, the Secretary of Commerce, Secretary of
Health and Human Services, the Attorney General, the Director of the
National Science Foundation, the Administrator of the National
Aeronautics and Space Administration, the Director of the Office of
Management and Budget, and other interested parties. In addition, the
report will be available at no charge on the GAO website at
https://www.gao.gov.

Jeff Arkin
Director, Strategic Issues
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and Undisbursed Balances

Appendix |: Selected Agencies’
Status in Addressing Expired
Grants with Zero Dollar and
Undisbursed Balances

Figures 5 through 9 highlight the number and amount of expired grants
with zero dollar and undisbursed balances by years past the period of
performance end date for the Departments of Commerce, Health and
Human Services (HHS), and Justice (DOJ); the National Aeronautics and
Space Administration (NASA); and the National Science Foundation
(NSF). The figures provide data for fiscal years (FY) 2017, 2018, 2020,
and 2021.

Figure 5: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years Past Period of
Performance End Date for the Department of Commerce, Fiscal Years 2017, 2018, 2020, and 2021
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Source: GAO analysis of agency documentation. | GAO-23-105700
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Accessible Data for Figure 5: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years
Past Period of Performance End Date for the Department of Commerce, Fiscal Years 2017, 2018, 2020, and 2021

Sum of Open Expired Grant Sum of Open Expired Grant Sum of Undisbursed Balances in Expired Grant
Accounts with Zero Balances Accounts with Undisbursed Accounts ($)

Balances
Fiscal 2-3 35 >5 Grand Fiscal 2-3  3-5 >5 Grand Fiscal 2-3years 3-5years >5 Grand Total
Year years years years Total Year years years years Total Year years
2017 3 4 4 11 2017 4 1 0 5 2017 $124,000  $10,000 0 $134,000
2018 0 1 3 4 2018 O 1 0 1 2018 0 $40,000 0 $40,000
2020 5 7 1 13 2020 12 13 0 25 2020 $3,364,000 $6,166,000 0 $9,530,000
2021 10 6 3 19 2021 3 14 2 19 2021 $2,526,000 $2,660,000 $30,000 $5,216,000
Grand 18 18 11 47 Grand 19 29 2 50 Grand $6,014,000 $8,876,000 $30,000 $14,920,000

Total Total Total

Note: There was no reporting requirement in fiscal year 2019.

Commerce officials stated that the increase of expired grants in FY 2020
may be attributed to new programs being initiated as a result of the
CARES Act, as well as an increase in the number of awards being
managed by the agency in some cases.

Commerce reported in its FY 2022 Agency Financial Report (AFR) that
there were:

« fewer expired grants with zero dollar balances (18 in FY 2022
compared to 19 in FY 2021, or about 6 percent lower);

« more expired grants with undisbursed balances (47 in FY 2022
compared to 19 in FY 2021, or about 60 percent higher); and

« greater undisbursed balances from expired grants ($9.5 million in FY
2022 compared to $5.2 million in FY 2021, or about 45 percent
higher).

'Department of Commerce, Fiscal Year 2022 Agency Financial Report (Washington, D.C.:
Nov. 10, 2022).
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Figure 6: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years Past Period of
Performance End Date for the Department of Health and Human Services, Fiscal Years 2017, 2018, 2020, and 2021

Department of Health and Human Services

20,000

15,000

10,000

5,000

Number of expired grants with zero
dollar balances

2017
Fiscal year

2018 2020

2021

Number of expired grants with
undisbursed balances

20,000

15,000

10,000 3,520

5,000

2017

2018 2020 2021

Fiscal year

Amount of undisbursed balances from expired
grants (dollars in billions)

2017

2018 2020 2021

Fiscal year

:’ >5 years past the period of performance end date

- >3-5 years past the period of performance end date

- 2-3 years past the period of performance end date

Source: GAO analysis of agency documentation. | GAO-23-105700

Accessible Data for Figure 6: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years
Past Period of Performance End Date for the Department of Health and Human Services, Fiscal Years 2017, 2018, 2020, and

2021

Sum of Open Expired Grant Accounts with Zero Balances

Sum of Open Expired Grant Accounts with Undisbursed

Balances

Fiscal 2-3 years 3-5years >5years Grand Fiscal 2-3 years 3-5 years >5 years Grand
Year Total Year Total
2017 2,712 1,409 2,390 6,511 2017 7,825 3,520 5,180 16,525
2018 2,192 1,666 2,162 6,020 2018 6,244 2,365 4,786 13,395
2020 4,316 794 1,546 6,656 2020 10,885 4,193 3,395 18,473
2021 4,417 3,646 2,085 1,0148 2021 5,031 6,056 3,968 15,055
Grand 13,637 7,515 8,183 29,335 Grand 29,985 16,134 17,329 63,448
Total Total
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Sum of Undisbursed Balances in Expired Grant Accounts ($)

Fiscal Year 2-3 years 3-5 years >5 years Grand Total
2017 $1,097,044,498 $317,108,650.7 $558,226,428.9 $1,972,379,578
2018 $973,000,000 $201,000,000 $516,000,000 $1,690,000,000
2020 $207,9032,221 $857,750,424 $644,261,152 $3,581,043,797
2021 $205,9102,110 $835,417,641 $1,218,057,047 $4,112,576,798
Grand Total $6,208,178,829 $2,211,276,716 $2,936,544,628 $11,356,000,173

Note: There was no reporting requirement in fiscal year 2019.

HHS officials provided several reasons why there was an increase in FY
2020, including: (1) increased funding amount and number of awards for
many of HHS’s grant programs, (2) Office of Management and Budget
COVID-19-related memorandums that provided no-cost extensions on
expiring awards and extended due dates for financial and other reporting,
and (3) awarding financial assistance funding under six different
pandemic-related appropriations for the COVID-19 response.

HHS reported in its FY 2022 AFR that there were:
« fewer expired grants with zero dollar balances (1,571 in FY 2022

compared to 10,148 in FY 2021, or about 546 percent lower);

« fewer expired grants with undisbursed balances (7,676 in FY 2022
compared to 15,055 in FY 2021, or about 96 percent lower); and

« lower undisbursed balances from expired grants ($3 billion in FY 2022
compared to $4 billion in FY 2021, or about 33 percent lower).2

2Department of Health and Human Services, Agency Financial Report Fiscal Year 2022
(Washington, D.C.: Nov. 14, 2022).
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Figure 7: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years Past Period of
Performance End Date for the Department of Justice, Fiscal Years 2017, 2018, 2020, and 2021
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Source: GAO analysis of agency documentation. | GAO-23-105700

Accessible Data for Figure 7: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years
Past Period of Performance End Date for the Department of Justice, Fiscal Years 2017, 2018, 2020, and 2021

Sum of Open Expired Grant Accounts with Zero Balances

Sum of Open Expired Grant Accounts with Undisbursed

Balances
Fiscal Year 2-3years 3-5years >5years Grand Total Fiscal Year 2-3years 3-5years >5years Grand Total
2017 66 49 53 168 2017 115 41 22 178
2018 26 24 13 63 2018 27 12 10 49
2020 14 8 10 32 2020 58 36 12 106
2021 57 18 3 78 2021 157 50 20 227
Grand Total 163 99 79 341 Grand Total 357 139 64 560
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Sum of Undisbursed Balances in Expired Grant Accounts ($)

Fiscal Year 2-3 years 3-5 years >5 years Grand Total
2017 $5,400,432 $2,824,484 $2,324,818 $10,549,734
2018 $988,495 $501,947 $1,237,176 $2,727,618
2020 $10,160,000 $6,716,000 $4,242,000 $21,118,000
2021 $81,267,000 $15,390,000 $4,078,000 $100,735,000
Grand Total $97,815,927 $25,432,431 $11,881,994 $135,130,352

Note: There was no reporting requirement in fiscal year 2019.

DOJ officials said that the system migration from the agency’s multiple
legacy grants management systems to the new JustGrants system
prevented DOJ from processing closeouts from September 2020 to May
2021.3 However, since May 2021, DOJ officials stated that they have
continued to prioritize grant closeouts.

3According to DOJ officials, DOJ’s JustGrants is a unified grant management system that
interfaces with the Unified Financial Management System (UFMS) and Treasury’s
Automated Standard Application for Payments (ASAP) system. Closeouts are initiated in
JustGrants and the integration of the systems automatically update UFMS and ASAP to
reflect the grant’s closeout status.
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DOJ reported in its FY 2022 AFR that there were:

« fewer expired grants with zero dollar balances (60 in FY 2022
compared to 78 in FY 2021, or about 30 percent lower);

« more expired grants with undisbursed balances (415 in FY 2022
compared to 227 in FY 2021, or about 45 percent higher); and

« lower undisbursed balances from expired grants ($33.4 million in FY
2022 compared to $100.8 million in FY 2021, or about 202 percent
lower).4

Figure 8: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years Past Period of
Performance End Date for the National Aeronautics and Space Administration, Fiscal Years 2017, 2018, 2020, and 2021

National Aeronautics and Space Administration
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Source: GAO analysis of agency documentation. | GAO-23-105700

4U.S. Department of Justice, Fiscal Year 2022 Agency Financial Report (Washington,
D.C.: Jan. 26, 2023).
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Accessible Data for Figure 8: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years
Past Period of Performance End Date for the National Aeronautics and Space Administration, Fiscal Years 2017, 2018, 2020,
and 2021

Sum of Open Expired Grant Sum of Open Expired Grant Sum of Undisbursed Balances in Expired Grant
Accounts with Zero Balances Accounts with Undisbursed Accounts ($)

Balances
Fiscal 2-3 3-5 >5 Grand Fiscal 2-3 3-5 >5 Grand Fiscal 2-3 years 3-5 >5 Grand
Year years years years Total Year years years years Total Year years years Total
2017 3 6 3 12 2017 4 4 1 9 2017 $25,168 $35,185 $711 $61,064
2018 4 3 8 2018 9 1 11 2018 $145,627 $3,873 $711 $150,211

1 1

2020 4 0 0 4 2020 8 2 0 10 2020 $232,529 $42,182 $0 $274,711

2021 77 17 2 96 2021 85 6 3 94 2021 $793,548 $70,288 $167,177 $1,031,013
6 5

Grand 88 26 120 Grand 106 13 124 Grand $1,196,872 $151,528 $168,599 $1,516,999
Total Total Total

Note: There was no reporting requirement in fiscal year 2019.

NASA reported in its FY 2022 AFR that there were:
« fewer expired grants with zero dollar balances (11 in FY 2022
compared to 96 in FY 2021, or nearly 9 times lower);

« fewer expired grants with undisbursed balances (five in FY 2022
compared to 94 in FY 2021, or about 19 times lower); and

o lower undisbursed balances from expired grants ($2,187 in FY 2022
compared to about $1 million in FY 2021, or about 457 times lower).

5National Aeronautics and Space Administration, Fiscal Year 2022 Agency Financial
Report (Washington, D.C.: Nov. 15, 2022).
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Figure 9: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years Past Period of
Performance End Date for the National Science Foundation, Fiscal Years 2017, 2018, 2020, and 2021

National Science Foundation
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Source: GAO analysis of agency documentation. | GAO-23-105700

Accessible Data for Figure 9: Number and Amount of Expired Grants with Zero Dollar and Undisbursed Balances by Years
Past Period of Performance End Date for the National Science Foundation, Fiscal Years 2017, 2018, 2020, and 2021

Sum of Open Expired Grant Sum of Open Expired Grant Sum of Undisbursed Balances in Expired Grant
Accounts with Zero Balances Accounts with Undisbursed Accounts ($)

Balances
Fiscal 2-3 3-5 >5 Grand Fiscal 2-3 3-5 >5 Grand Fiscal 2-3years 3-5years >5 Grand
Year years years years Total Year years years years Total Year years Total
2017 133 275 75 483 2017 O 0 0 0 2017 $0 $0 $0 $0
2018 64 237 50 351 2018 O 0 0 0 2018 $0 $0 $0 $0
2020 224 288 279 791 2020 30 31 0 61 2020 $1,600,000 $1,700,000 $0 $3,300,000
2021 424 239 130 793 2021 O 0 0 0 2021 $0 $0 $0 $0
Grand 845 1039 534 2418 Grand 30 31 0 61 Grand $1,600,000 $1,700,000 $0 $3,300,000
Total Total Total

Note: There was no reporting requirement in fiscal year 2019.
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NSF officials stated that the number of expired grants that remain open
may fluctuate in some instances because of the award portfolio size and
overdue project reports not submitted timely by grantees.

NSF reported in its FY 2022 AFR that there were:
« fewer expired grants with zero dollar balances (683 in FY 2022

compared to 793 in FY 2021, or about 16 percent lower);

« no change in expired grants with undisbursed balances (zero in FY
2022 compared to zero in FY 2021); and

« no change in undisbursed balances from expired grants ($0 in FY
2022 compared to $0 in FY 2021).

6National Science Foundation, Fiscal Year 2022 Agency Financial Report (Alexandria, VA:
Nov. 15, 2022).
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