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David Cattin: Good afternoon everyone.  We are coming to you from our studios in the beautiful Southwest DC waterfront where for the first time in several days we will not be reaching 100 degrees.  So I hope it is nice and cool wherever you have come to us from.  
Welcome to today’s U.S. Department of Education Recovery Act Technical Assistance Web Conference.  Our webinar today is on equipment and property management.  My name is David Cattin and I will be your moderator today.

I would like to remind you that our webinars are archived on our website, which is ED.gov, under the ED Recovery Act button.  From there you will find many other links to important Recovery Act information as well.

Also, we like hearing from you following our presentations, it helps us a lot to know if we are meeting your needs with each webinar and also if there are any other topics you would like us to cover in the future.  The link to the evaluation you can use to give us that type of feedback is also through our site in the Recovery Act web conference section.

Just a few housekeeping issues before we begin.  Take a moment to locate the “Ask a Question” box on your webinar screen.  If at any time you have a question, just type it into the box and hit the “Submit Question” button.  This will place your question in the queue to be answered during our Q and A period at the end of the session. 

If the slide view is too small for you, just click on the “Enlarge Slides” button.  If you would like to download slides either to take notes on now, or for future use, you can do that by clicking on the “Download Slides” button.  

If you have any other technical problems with the site during the event you can also use the “Ask a Question” feature for that.  Just submit your question and an ON24 representative will get in touch with you.

Our speaker today is from the Risk Management Service, Mr. Mark Robinson, who will be handling the bulk of our content.  And at this point I will turn it over to Mark.

Mark Robinson:  Thank you very much David and again good afternoon to everyone and thank you for joining us today.  What we want to do during today’s webinar is to restate and reemphasize the importance of this topic and the management and oversight of your federal funds; to learn when the management of equipment and property should realistically begin – and it is not when you might think; to review basic requirements of equipment and property management as found in the Education Department General Administrative Regulations, which we commonly call EDGAR; to discuss common and persistent ED program, ED Office of Inspector General and Government Accountability Office audit and monitoring findings related to property management; as well as things to consider as you work to implement and refine property management guidelines.  
We will also discuss fraud concerns surrounding the management and use of federal funds and provide you with contact information for reporting any such abuses you may see in your organization.  And then we will conclude with some resources for you to take away that we hope will help you going forward.  
Now one might ask, “Why select this topic for a webinar presentation?”  This webinar will focus on key federal and education requirements for management and oversight of equipment and property, two areas that audit findings continue to show as deficiencies and areas of concern.  This webinar will reinforce the financial management impact and implications of deficiencies in equipment and property management and reemphasize the need on the part of all grantees and sub-grantees to ensure accountability for property purchased with federal funds.

The webinar will also establish the fact that equipment and property management regulations and guidelines are applicable to all property purchased using any federal funds, including your Recovery Act funds.

The Recovery Act, or ARRA funds as we like to call them, have been available to some of you for well over a year by now and those of you receiving these funds have been able to use them in support of enhanced program outcomes.  Other ARRA funding that you have received or still pending award announcements including the phase II of State Fiscal Stabilization Funds, Race to the Top, Investing in Innovation, the Teacher Incentive Fund, State Longitudinal Data Systems, Title I School Improvement Grants, Individuals with Disabilities Education Act parts B and C and many more have, or will provide you with, unprecedented amounts of additional funding.
By now you probably use much of these funds for their intended purposes including, in some instances where allowable, the purchase of equipment and other property in support of your program or vendor contract objectives.  With the unprecedented amounts of Recovery Act funds made available, it is critical that these funds are used properly and, in the case of equipment and property management, are used to purchase allowable items which will then be properly accounted for and tracked throughout their lifecycle.

The bottom line is the need to ensure effective stewardship of any and all federal funds of items purchased using those dollars.

So, again, when does equipment and property management begin?  Well believe it or not it actually should start when you first decide to make a purchase.  Various considerations must be made along with planning ahead in order to avoid mistakes and potential errors as a result of equipment and property purchases.  The first critical step is to determine if the equipment or property you seek to procure is in fact an allowable purchase under the terms of your federal grant.  Many findings result from purchases of items not allowable under a respective grant or sub-grant, so be sure to validate this first.  One must plan for the timing and location of the delivery.  If the items require staff training on their use before delivery, for example in the case of computers, it might be prudent to time the delivery shortly after staff training has been completed in order to maximize the benefits of the training.  

Now, how many of us have experienced completing training on something then are ready to use what we have learned, only to then have to wait until the new equipment or materials we were just trained to use are delivered, by which time our training has become stale and in many instances retraining is required.
The location of delivery would be important to confirm before the items arrive in order to avoid excessive moving after delivery.  Facilities and storage considerations are critical for items that require special handling or environmental and climate conditions such as, again, computers or sensitive calibrated equipment.  One should be prepared to consider the possibility that not all of the quantity ordered of an item or items will be available when delivered.  You may wish to accept a partial delivery or reject delivery until the order can be completely filled. 

And, of course, you should have already considered any special inspection or acceptance criteria to be used upon delivery of the items prior to payment.

These criteria should be included in the contract or purchase terms for the items in order to protect you in the event the items are damaged, do not operate properly, or do not meet your specifications when delivered.

All of the above considerations should already be addressed in some manor in your existing organization’s policies, procedures, systems and processes for equipment and property procurement and management.  Know that grant and sub-grant recipients may use their own property management standards and procedures provided the recipients observe the provisions of EDGAR as follows, and that is for state, local and tribal governments, you should be following EDGAR sections 80.20, 80.32, and 80.33.

For institutions of higher education, hospitals and other non-profit organizations, EDGAR sections 74.30 through 74.37 would apply to you.

We will review each of these in more detail shortly.  In addition, though we will not cover them in this presentation, you should also review the Office of Management and Budget circulars A-21, A-87, and A-122 on cost principles related to equipment definitions and dollar thresholds.  Each of these three cost circulars has an attachment, which is called the selected items of content.  Each one of these sections or these attachments – I’m sorry, it’s selected items of cost, I’m sorry, that’s the actual heading.  Each of these items or sections discusses and defines equipment and the use and specific criteria for equipment and property and cost principles.  So, you should pay close attention to those particular attachments in addition to the EDGAR references.

Now upon delivery of items and verification that all specifications and requirements have or have not been met, items are accepted or rejected.  If the items are accepted, procedures should be in place to accept the items into your inventory where they would come under your organization’s property management regulations.  A key provision of these regulations should provide for a means to place identifying information on the items or to tag them so they may be tracked as part of your inventory as soon as possible after delivery and before disbursement.

The EDGAR as well as your organization’s internal property management regulations will indicate the criteria for which items should be tracked as inventory.  

And here we see the most common and useful way to tag items for inventory tracking is, of course, to use a bar code which most of you, I’m sure, are probably familiar with.
And I would like to make one quick point regarding the relationship of equipment and property management to ARRA.  While this topic is being reemphasized during this webinar with respect to all federal grants, it is important to note that the requirements for equipment and property management for existing grants are the same as those to be applied to ARRA grants you receive.  This becomes ever more important for ARRA dollars since the use of these funds will be very closely monitored by the Government Accountability Office, the Office of Management and Budget and the Department of Education’s Office of Inspector General.
Now on this slide you see a list of the ARRA programs which allow equipment and property purchases with their funds.  Notice that while all 18 programs listed allow the purchase of equipment, only seven allow the purchase of real property, i.e. buildings and land, and in the case of the vocational rehabilitation state grants, the acquisition of land or buildings must be in connection with the construction or establishment of a facility for a community rehabilitation program.  And you see that little note at the very bottom of the chart.  

Both formula and discretionary grant recipients should read the application package and program statutes and regulations for your grants carefully to determine the allowable costs within your respective grant and award programs.  And grantees should consult with their ED program officer if planning to make equipment and property purchases that were not in their approved application to ensure, again, whether those purchases are allowable under the program.

Now here are some other important aspects of your organization’s property management procedures including establishing the value of the items through your accounting system, if necessary, as a means of recognizing the value of an item and any related depreciation of the value of the item over time.  This is a common practice for several high value items which decrease in value over time such as vehicles.  Companies are able to realize tax benefits as a result of depreciating the value of these items over time.  Maintaining complete, accurate and up to date records for equipment and property is very important for overall integrity of property management.
Maintaining property records can also be of benefit for other purposes including possible insurance claims if items are damaged, especially high value items.  And certainly with the recent situations such as Katrina and even the BP oil spill, that becomes ever more important in terms of keeping that type of information available.

Additional considerations for managing equipment and property include being able to identify stock on hand in order to determine reorder or replacement points, the specific location of an item – be advised, this is one of the most common audit findings we see.  An auditor wishes to inspect an item purchased with federal funds, all of the records are in order, but there is either no location information for the item or the information was never updated to reflect where the item was delivered or subsequently moved.  

The auditor is unable to locate the item and therefore concludes it is missing and unaccounted for.  If some of the records are missing or not complete, the auditor may conclude that the item purchased is then considered a questioned cost or perhaps a stolen or missing item.  The grantee is subject to repayment of the cost unless they can locate the item.  The condition of the items, whether or not the inventory is properly cared for, i.e. whether there is proper climate, lighting or ventilation where the equipment is stored, and the continued viability of the items, whether or not there are any possible recalls or replacements required, are each important to track to determine if an item is still useful or is perhaps obsolete or reached the end of its useful life, without perhaps ever being used, resulting in wasted dollars.

Effective property management will also provide for the disposition and disposal of an item when it has reached the end of its usefulness.  EDGAR has specific guidelines for this which we will discuss next.

Now the basic requirements for management of equipment and property purchased with federal dollars, ARRA or otherwise, are found in the Education Department General Administrative Regulations or EDGAR, again, as we like to call them.  Relevant regulations for equipment and property management are found in the respective financial and inventory management sections noted on the slide.

A related requirement for those of you working for local education agencies is also found in the General Education Provisions Act, or GEPA, which notes the record-keeping requirements for local school districts in order to support an audit.  Those of you not familiar with this may wish to take note.

One key aspect of equipment and property management is to ensure there is efficient internal control over the equipment and property.  As noted on the slide, EDGAR states that effective control and accountability must be maintained for all grant and sub-grant cash, real and personal property and other assets.  Also note that both grantees and sub-grantees must adequately safeguard all such property and must ensure that it is used solely for authorized purposes.

I would now like to deviate from our main topic briefly to define and discuss internal control.  For those of you who may not be as familiar with this topic or this item, here is your textbook definition of internal control.  Internal control is an integral component of an organization’s management that provides reasonable assurance that the following objectives are being achieved.  And those are effectiveness and efficiency of operations, reliability of reporting, and compliance with applicable laws and regulations.  So what does that all really mean?  It means in essence having rules, regulations, procedures and policies in place as well as a means of assuring folks are abiding by them that provide a reasonable assurance that people are doing the right thing.
The bottom line is that a system of internal control will help you achieve successful results via effective stewardship of all federal dollars received.  And again with the unprecedented amounts of Recovery Act funds, this becomes ever more important since, as previously stated, the use of these funds is being closely monitored.

So the bottom line, again, is the effective stewardship of dollars and federal funds.  Safeguarding assets and detecting and preventing fraud ensures the integrity and continuity of funded grant programs.  Successful outcomes are always a major concern of Congress and the grant-making agencies.  Internal control is an integral part of this process and goes a long way to ensure that programs continue.  Otherwise risks not identified and resolved could clearly have disastrous effects on program results and ultimately erode the public trust in such programs.  

So when do you utilize internal control?  Essentially all the time.  Now let’s return to our main topic.
This slide lists the key requirements for inventory management from the Education Department General Administrative Regulations or, again, EDGAR.  These are equipment use, equipment management, equipment disposition and supplies disposition.  The requirement for equipment use states when acquiring replacement equipment the grantee or sub-grantee may use the equipment to be replaced as a trade-in or sell the property and use the proceeds to offset the cost of the replacement property subject to the approval of the awarding agency.  

Note for the majority of instances you should check with the awarding entity or agency to determine that this provision is applicable to your specific grant and if so how you should go about the disposition of the equipment to be replaced.

This slide lists some basic record-keeping requirements from EDGAR.  Note that the lack of some or all of this information can and has resulted in audit findings, which we will discuss shortly.

The next few slides show the EDGAR requirements for equipment management and disposition.  Note the requirement for a periodic physical inventory.  This is one of those items auditors will be looking for.  In other words, when was your last physical inventory conducted and do you have a recent up-to-date inventory list.  Safeguards to protect from loss, damage or theft are important in order to provide a means of protecting your investment in the equipment and property you have purchased.  These should be part of your internal control processes as well for inventory management with a thorough investigation into the loss, damage or theft of any equipment or property expected.

We spoke earlier about the need for the inventory to be properly cared for.  And this is where it is referenced In EDGAR.

And finally the provisions for equipment disposition when no longer needed or useful are also listed. With respect to equipment disposition, there are EDGAR requirements for different value thresholds.  Note the reference to the current market value of the equipment as a determining factor of valuing the equipment for sale.  We earlier discussed the need, if you recall, to maintain records and information on, among other things, depreciation for possible future use if needed, such as for insurance claims if the equipment is damaged due to unforeseen circumstances like floods, etc.  This same information may also come in handy for setting a sales price for equipment at the time of disposal.  

Here is the requirement for the disposition of unused or excess supplies purchased with federal funds.  Note, these are considered supplies not needed for any other federally sponsored programs or projects.  If there are, perhaps, other federal programs or projects that might be able to benefit from the use of any unused supplies under your particular program, consult your grant program regulations or contacts to determine if it would be allowable for your surplus to be used by another federal program or project and how to go about this transfer.

Clearly this is a win-win scenario if possible for all, as the supplies would be used in support of other federal programs and projects as well as saving federal dollars by avoiding redundant purchases of items when said items have been previously purchased by another program and are available and allowable for use.

Now the next three slides list the EDGAR property standards for institutions of higher education, hospitals and non-profits.  Given their complexity I will summarize each of the requirements and encourage those of you participating in today’s webinar from these institutions who may perhaps not be as familiar with these requirements to refer to the EDGAR for more specific details regarding each.  

On the first slide here you see the requirements for EDGAR 74.30 through EDGAR 74.32.  Essentially EDGAR’s 74.30 provides the overall purpose for all of the other references in this particular section.  And it essentially speaks to the organization’s property standards that must be observed.  74.31 speaks to the type of insurance coverage that a recipient must maintain on both a federal and a recipient-owned property which would be specified in the award; essentially, in most instances, it would be the same level of insurance that you would have for your recipient or your recipient-owned property.  So you should have the same level of coverage on recipient-owned property as well as for the federal coverage and vice versa.

74.32 provides a list of minimum requirements for recipients’ use and disposition of real property in whole or part under grant awards.  And again, due to the length and specific requirements that would be applicable to you, I’m just giving you a summary of this and within the EDGAR reference there is a complete list of that information and what the circumstances and conditions would be or what would be applicable.
74.33 references federally-owned and exempt property and essentially gives you guidance and conditions as to what you should do with federal government-owned equipment, which in essence you should return after it is used and also for exempt property which may, depending on conditions placed on the grant by the Secretary, may stay with the recipient based on the statutory authority or again due to the Secretary’s conditions.  And, again, those conditions are specifically listed in this EDGAR site and I would refer you to them to see which might be applicable to you.  

74.34 speaks to equipment and how that equipment vests with the recipient.  Again, equipment would vest with the recipient subject to conditions that again are listed in the EDGAR section.

Supplies and other expendable property greater than $5,000 also have specific criteria for their disposition.  We talked a little bit about what you would do with your residual supplies in the last couple of slides.  This is, again, just more information and more detail about how you go about handling that.  Again, where you have questions or are not sure, you should consult your program contacts either within your organization or here at the Department of Education.

74.36 speaks to recipient and government’s rights to work developed using federal awards.  This intangible property would include titles, copyrights, patents, inventions, research data, trade secrets and, of course, would also speak to any sort of Freedom of Information Act requirements depending on the request.

And the last is 74.37 which speaks to the property trust relationship.  Again, as you see here, the Secretary may require recipients to record liens or other information on property, real property or intangible property that is held in trust by the recipient on behalf of others.   Again, that is a pretty lengthy and detailed section, which I would again refer you to if that is applicable in your particular organization.  Again, there is more detail on these particular EDGAR references, 74.30 through 74.37 in our EDGAR manual and I would encourage you to reference those for the specific criteria and/or conditions which might be applicable to your organization.
Okay, now here we come to the fun part.  As I mentioned earlier, we discussed the types of issues and findings that frequently come up during various audits and monitoring visits.  And here you see a list of some of the findings and issues we see most often related to equipment and property management.  We have already touched on a lot of these things.  Inability to account for property; the auditors come out to look for a piece of property that was purchased and can’t find it.  Lack of sufficient documentation that supports the purchase, we talked about that; insufficient, outdated, or no document or property management procedures or policies available.  No periodic inventory conducted; there is no list that the auditors can see.  Instances of fraud, waste and abuse; a little bit later on in a few slides we are going to touch on fraud as well.  This is a key area of equipment and property management where there tend to be a lot of situations involving fraud. 

And, of course, alternate uses of equipment.  Auditors find a lot of times folks are using equipment to run personal businesses and other such manner, redirecting the use of the equipment instead of using it for its intended purposes.  So, that is one quick list of some things that you might want to consider as the auditors come out to see you.

Again, note that I highlighted fraud previously and we will touch on that shortly.  More findings and issues are listed here.  The improper disposal of equipment, this would be the disposal that is inconsistent with the EDGAR requirements we just discussed.  Unallowable purchases are, of course, another big area.  We find that a lot in the single audits.  Purchases inconsistent with EDGAR and the program requirements as applicable – that’s those who go out and buy those Ferrari’s and Corvette’s and other things that make it a little difficult to justify under the particular program.  Inadequate warehouse or storage facilities – you would be surprised at the sort of places that people tend to stick items that normally you would think should be better secured – broom closets and even folk’s homes would be instances of where folks are storing equipment, not storing it in proper facilities.
We also talked earlier about facilities without proper environmental or security features such as leaking roofs or no temperature controls and the like.  

Inadequate warehouse or storage facilities security -- no video cameras, censors, magnetic card, or keyboard or keypad entry.  Insufficient staff – no, or limited numbers of security guards, not enough warehouse or facility staff to monitor or pull the stock when needed.  Those are examples of insufficient staff.  

Untrained staff, staff that don’t know exactly what their roles and responsibilities are and the management oversight of caring for inventory.  Folks are sort of wandering around the warehouse without a real duty or responsibility.  And, of course, one of the big ones is, when all is said and done there is always a lack of accountability whenever these things come up or a lack of accountability and responsibility.  So, in other words, who is in charge, or as they say, “Where does the buck stop,” in terms of ensuring that these things are under control.  
Again, things that you should consider and perhaps go back and validate or check on in your own organizations.  

Now in addition to some of the findings that the Inspector General’s Office and other oversight bodies, the Government Accountability Office and so forth come across, I noted one interesting finding which came out of one of our Title I monitoring visits.  Our staff from the Title I office periodically go out to monitor the Title I programs in various states.  I wanted to note this finding to show that even our ED program offices are also looking at fiscal aspects of program implementation as well, including property procurement and inventory management issues they see in the program.  So, the programs are beginning to, or have been and are beginning to do even more work with respect to fiscal related monitoring activities.
Just a couple of other things for you to consider. These focus on allowable eligible costs.  When looking at your federal dollars to purchase equipment, some basic things to consider include is what you plan to buy okay under the program granting the funds.  Do you really need this equipment in order to successfully accomplish and complete your objectives?  This is, after all, one of the goals behind the award of the fund in the first place.  And do you have the required accountability in purchasing and inventory management to ensure that equipment will be properly used and accounted for?

Again, some other things for you to consider.  This is related to grantee’s equipment policies.  We touched on some of these items previously.  The key point here is to ensure that both grantees and sub-grantees are aware of their responsibilities for these items, are in compliance with the regulations and have policies and procedures in place.  So even you as a grantee making an award to a sub-grantee depending on the circumstances, the sub-grantee has an equal responsibility to follow the same provisions including their own local procurement and property management regulations as the grantee.  And the grantee has a responsibility for oversight and for ensuring and monitoring that the sub-grantees are following those provisions as well.

Things to consider with respect to verifications, some additional guidance as to what will be looked at, among other things, during audits and fiscal monitoring of federal grant funds including ARRA funds include the grantee or sub-grantee has a policy for equipment and property management and it is in compliance with EDGAR.  Purchases are for allowable or eligible excess cost of necessary and essential equipment and documentation is available.  Essentially what that means is any cost that you, any equipment that you buy completely with federal funds or anything that you buy that you supplement with federal funds, essentially you have to have the proper documentation available.  And we will keep emphasizing this notion or this need to have documentation throughout the presentation.  
Equipment is being used within the program funding the purchase.  A program has a specific requirement to buy a piece of equipment for that program.  You can’t use that equipment in another program unless there has been proper approval or authorization given to do so.  And, again, you need to check with your program contacts to verify that.  Your inventory is in compliance with all of your rules and regulations.  And expensive and/or high risk items are also properly safeguarded.  You need to verify that you have the proper security and building facilities to protect expensive and very high risk types of items.

And, just once again, you need to have an effective inventory management process in place and this should include a physical inventory every few years, inventory control and inventory maintenance.  These are key elements that you should, again, consider.  

As I mentioned, I wanted to touch on this issue of fraud briefly because of all of the findings and issues our various oversight groups come across in the area of equipment and property management, many of them involve an act of fraud.  Here is both the legal and laymen’s definition of fraud.  

And why should we report fraud?  Well, for one thing fraud is a key area of concern for the Department’s Office of Inspector General and our program offices as well as other oversight bodies.  All grantees and sub-grantees have an ethical responsibility to deter others from committing fraud and abuse, to protect the integrity of federal, state and local programs and to avoid in every possible way being part of any fraudulent or criminal activities.  This is true for all grants or sub-grants including Recovery Act funds.

The Government Accountability Office encourages everyone to notify them of any potential acts of fraud involving federal grants and I will share with you their contact information at the end of today’s presentation.  The Office of Management and Budget has also developed mandatory reporting requirements for recipients of Recovery Act funds, which I highlighted here.
And here it is.  Under the ARRA implementing guidance requirements, competitive and formula grant agreements must include a requirement that each grantee or sub-grantee awarded funds made available under the Recovery Act shall promptly refer to an appropriate Inspector General any credible evidence that a principal, employee, agent, contractor, sub-grantee, sub-contractor or other person has submitted a false claim under the False Claims Act, or has committed a criminal or civil violation of laws pertaining to fraud, conflict of interest, bribery, gratuity or similar misconduct involving those funds.  

What are sort of possible indicators of equipment and inventory fraud?  These conditions are, at a minimum, situations that could potentially lead to fraud.  Fraud is often a crime of opportunity.  The presence of any one of these may not necessarily mean there is a problem, however if more than two are present you should be on alert.  There might be a problem.  And believe it or not, some of these are things that you would normally see in situations involving lack of internal control, which is what we spoke to earlier.  Essentially having one person in control without any separation or segregation of duties.  Someone is able to put in the order and then also able to sign off on the receipt of those goods.  That is a control weakness.  

Again the lack of internal controls:  Unexplained entries in records.  Inadequate or missing documentation, -- again we will keep emphasizing this need to have sufficient documentation.  Altered records.  Non-serial number transactions.  You have transactions where you are not tracking the actual specific item itself.  Inventories and financial records not reconciled.  Again, you do your two-year inventory, you are looking at your inventory list and trying to compare that to your accounting system with respect to your purchase transactions and they don’t line up.  You have purchases that you can’t account for in your inventory.

And, of course, an unauthorized transaction – transactions where there is no supporting information that authorized the purchase or that can justify the purchase.  Again, just some additional items for you to look out for and to be aware of with respect to those who may be auditing or reviewing you.

So in the long run, who is responsible for reporting fraud?  Basically everyone who deals with ED funding has a responsibility to help control fraud.  

And, as I mentioned, we have our contact information here for the Office of Inspector General’s hotline.  Anyone suspecting fraud, waste or abuse involving Department of Education funds or programs should call, email or send a fax to the Inspector General’s hotline.  This information is on the slides and you certainly can, at the end of the presentation, download these slides and this information will be available to you.  We tried to put it in a form where you can basically print the slide out and post it somewhere if you wanted to do that.  But certainly this is something that you should be aware of and the Inspector General’s Office encourages you to contact them if you have any suspicions of fraud, waste or abuse with respect to federal dollars.

The Government Accountability Office hotline and contact information is listed on this slide.  And GAO is urging private citizens, government workers, contractors and others to report waste, fraud, abuse or mismanagement of any federal funds to their Fraud Net, including, of course, the billions of dollars distributed under the American Recovery and Reinvestment Act.  
Begun in 1979 as a toll-free phone number, Fraud Net has expanded in recent years to include an email, phone and fax hotline that processes allegations about federal agencies and all federally funded programs.  The public can help to identify improper activities or weaknesses in programs that warrant scrutiny.  Evidence or suspicions of abuse may be provided anonymously and GAO treats all inquiries confidentially.  So, again, additional information that is available to you to post in your organization if you think or come across any evidence of fraud and mismanagement of federal dollars.

This concludes the presentation portion of today’s webinar.  David will now lead us through the questions and answers portion.  And, again, thank you for your participation today.  David?

David Cattin:  Thank you Mark.  Great remarks.  I hope everyone at home has taken them to heart, taken some good notes.  And we look forward now to answering whatever questions these remarks have given you.  Please note you can send them in while we are answering if something else occurs to you that you didn’t send in already.  Also, you will not see the questions as we are answering them to keep it a little neater for everybody, but when we do sum this up after we finish for today and it is posted in a day or two you will see the questions as well as the answers of all the ones that we get to.

We do have a couple of additional subject matter experts in the room with us today.  So depending on the nature of your question it might take us a moment to identify who is going to answer.  So if there is a couple seconds of silence, don’t panic, we have not left you.  We just want to make sure we get you the best answer possible.  

If we don’t get to a question that interests you today, you have a couple of options available.   You may first contact the ED program staff person that is listed on your grant award notification, what we call the GAN.  Also, the final two slides in the set that we won’t be bringing up online today but you have available when you download them have specific contact information by program.  And finally as another option you can always email us at RMS, that stands for the Risk Management Service, RMSCommunications@ed.gov.  We are the Education Department dot Gov, gov.  

Today we have a poll question for you.  We tried this the other time and I jumped the gun a little bit and I zinged the question away before everybody got to answer.  We do appreciate your input on things like this.  We find it is a quick and convenient way to get information.  You should be seeing the poll question now and it is interactive.  You can pick the choice that best suggests what your reaction or response is.  The question is:  Do you feel your organization has effective equipment and property management procedures and controls in place to adequately account for items purchased with federal funds.  
Your four choices:  Effective, somewhat effective, minimally effective or not effective.  So we will leave this up while we answer questions.  Don’t panic and think you have to answer quickly.  We will leave it up a lot longer this time.  And perhaps you thought everything was effective until Mark spoke and now you might be having some thoughts.  That’s fine.  We hope to give you thought-provoking information here and get all of your questions answered as much as we can.  
With that, let’s go on into the first question.  Give me a second to switch my screen here for me.  Bringing up your questions at this point.  And I just need to make it a little bit larger so that I can see it and read it for everyone.  

If the term of the grant is over, there are no dollars available for maintenance of equipment, can we donate to a district who is willing to repair that equipment, I guess is the question.

Mark Robinson:  This is Mark Robinson again.  I would refer you to your specific grant documentation.  There may be, again, provisions in there with respect to the disposition of the equipment.  I’m not sure whether this is a – this is a school district.  So the Section 80 provisions would apply to you.  You may want to, again, consult your program contact, that person is included on the grant award notification, to determine exactly how you should go about that.  At this point the program is over, the equipment has served its useful purpose and it seems like, in fact, it might even be moving towards obsolescence because you have to maintain it, perhaps, so the question is – is it still useful to you?  Would you want to dispose of it?  It seems like what you are trying to do is let somebody else take advantage of that.  So that is certainly something that you would want to clarify with your program contact just to make sure that it is allowable and then how you would go about making that transfer.

David Cattin:  Thank you, Mark.  Our next question:  Is saving pictures and serial numbers on a flash drive as good as a paper inventory or do we need to do both?

Mark Robinson:  Well certainly inventory data like serial numbers, property records, a lot of that information is now stored electronically certainly now in the information systems that you have.  The issue with storing that on a flash drive is one of security and control in the sense that that information, of course, would be, it’s not clear that you would be able to properly secure it as well on a flash drive as say some other information system.  And, in fact, depending on the type of equipment that you have or information that you have stored, there might be some sensitive information on there that for whatever reason you happen to lose the flash drive or if it was available for someone else to download the information, that might cause some other problems for you.  So, there are more than likely within EDGAR and should be available in your property management records, or property management procedures, provisions for storing that information and more importantly securing that type of information and the degree to which you should apply security provisions to that sort of information.

Again, I would refer you back to your property management guidelines as well as to the EDGAR provisions and to your program contacts for specific requirements.  But just looking at this off the top in terms of what you present here, a flash drive is probably not the best place to store that type of information, particularly if that is the only place that you have it.  You would need to have backups of information and so forth.  So, kind of risky.

David Cattin:  So, Mark would it be reasonable to suggest that one media might backup the other so in a sense that you wouldn’t simply want to rely on any one format to contain your information?

Mark Robinson:  Well again it is an issue of security and an issue of redundancy and being able to store the information.  And what you have by putting it on a flash drive is you probably don’t have either unless the flash drive is serving as your backup.  But even then, that would be somewhat risky to have it on an item like that.

David Cattin:  Okay, thanks.  Our next question:  ED expects some grantees to track all property purchased with federal funds in order to prove there has been allocable benefit to the federal program.  How do you define “all?”

Mark Robinson:  Well again federal requirements require tracking of property greater than $5,000; that is what is considered by federal guidelines to be sufficient.  What we found is most state property management guidelines have a much lower threshold.  And again that is in order to capture the items that generally tend to sort of walk away including the cell phones, the PDAs, BlackBerry’s, even the, we just talked about the jump drives, the little drives, and so forth.

So, all the smaller items tend to be the things that can walk away now.  What we also see are in many instances when those items are purchased in bulk they are aggregated in terms of cost such that if you bought $5,000 worth of computers then that $5,000 purchase has to be tracked as though it were a $5,000 item.  

Again, I would refer you back to your specific property management guidelines.  Again, the federal threshold is $5,000 and above.  And again you can reference that in EDGAR and in some of the OMB circulars that I spoke to:  A-27, A-122 and A-87.

But, again, those thresholds will vary depending on if you are looking at federal guidelines and local guidelines.

David Cattin:  Thank you, Mark.  Our next question is coming up here.  What is the starting value of items to be inventoried and tagged?

Mark Robinson:  Again, my previous answer would apply here as well.  Depending on what your property management guidelines are, that would, in essence, set the threshold for tagging and inventory guidance.  Again, for federal purposes, anything $5,000 and above would have to be tagged and tracked, those items purchased with federal funds.  Again, local property guidelines, some of them sometimes go down to $500 and above.  So what happens a lot of times is organizations, and in particular the state and local governments, overlap their requirements with the federal requirements such that they have coverage even down to the lower items through the local guidelines.  So, again, my previous answer would apply here.  You need to check with your local guidelines to verify what your threshold would be in terms of what needs to be tagged.
David Cattin:  Thank you.  Our next question:  Is there whistle-blower protection for reporting suspected fraud?

Mark Robinson:  Absolutely under ARRA.  In fact, that was one of the key provisions that was put in the Recovery Act to ensure there was whistle-blower protection for those who identify waste, fraud and abuse.  And I am going to consult one of my other colleagues if it is included in local—yes – if it is included in local, in normal, usual, regular federal programs, not just the ARRA programs.

Cynthia Brown:  Not yet.

Mark Robinson:  It is not included in the non-ARRA programs, but definitely within the ARRA programs, the Recovery Act programs, there are whistle-blower protections included, and I would point you to OMB.gov and they have the guidelines and the guidance for the Recovery Act program out there.  Recovery.gov – that’s what I am being told.  Recovery.gov would have the guidelines for the Act and within those guidelines just do a search on whistle-blower and there is a whole section there that speaks to whistle-blower protection.  Absolutely.  Whistle-blower protection is under the Recovery Act.

David Cattin:  Great.  Thanks so much.  Next:  What is recommended when conducting inventory when equipment, for example, tables, chairs and other things have model or style number but no serial number?
Mark Robinson:  That’s a good question.   What you may want to do in this instance, I mean it varies, you certainly would want to capture as much information as available to you, things like model or style might be helpful, particularly for replacement purposes, for insurance.  But you may also wish to generate your own numbering system, if you will; in other words, generate your own serial numbers to put on these items.  Again, there are some items that come with a serial number, there are some that may not.  And if you want to get very specific, for example you want to have the model number, the model ID as one piece of it and then identify each individual item with a unique serial number generated in addition to the model number.  That is one approach that could be done as well.

David Cattin:  Okay, this one goes right along with that.  Is a bar code tagging system required, or can a simpler system be used?

Mark Robinson:  Absolutely a simpler system can be used.  The key to this is being able to generate some sort of mechanism that will allow you to identify items and to track them.  So whereas bar coding is more efficient and certainly can be done faster, you can buy equipment to generate the labels and just slap the labels onto the equipment and then use the scanners to scan the items into your information systems, you could just sort of do it the old fashioned way which is basically painting the numbers on the items and recording it manually.

It is a matter of scale.  If you have just a few items that you need to track based on the provisions and requirements, that’s a lot easier than if you have thousands or even millions of items that you might have to track.  And so the technology has advanced based on the requirements that people have to track their stuff and to basically do it very quickly.  So, you have other options.

David Cattin:  Alright, little bit of a different question here then.  With computers now costing less than $5,000, do we still include as equipment or are these supplies?

Mark Robinson:  Again, this is subject to your particular local requirements.  As I mentioned, the federal requirements are $5,000 and above, for anything $5,000 and below, or below $5,000, you probably would have to look at your local requirements to see if, in fact, they have requirements for you to tag that sort of equipment.  
And again, just to that quickly, you also may want to take into consideration bulk purchases.  For example, if you bought ten computers at the same time, and they are say $4,000 a piece, then it depends on whether or not there is a requirement to track them as an aggregate purchase which would then be $40,000 total which would take you above the $5,000 level or whether your local guidelines would allow you to track those individually.

And, again, as I said, in a lot of instances just to ensure that folks can account for that equipment if it falls below that threshold, they are aggregating in instances where they can do that and tracking it at the higher threshold.

David Cattin:  Alright.  We have one here.  For ARRA reporting requirements in terms of, I think they are saying purchases here above $25,000, what types of outcomes in terms of jobs retained must the prime recipient report?  My colleague Cynthia Brown has a response for you.

Cynthia Brown:  Good afternoon everyone.  I’m not sure if this is specifically related to the topic that we talked to which is equipment.  So what I am going to say, just in general, is go to the ED.gov site and as David mentioned we have a button on that site that says, what does it say David?  Recovery Act.  Under there you will find that there is an entire section of guidance on Section 1512.  It will take you to the OMB guidance regarding jobs.  In general, what you want to do with the jobs is report what was funded with Recovery Act.  So while in terms of equipment purchases there was some discussion early on regarding would you create jobs because they are people building the equipment, you no longer need to take that into consideration because you are just going to report jobs that you actually paid the salaries using Recovery Act funds.  

So if you have been doing equipment or property purchases with your Recovery Act funds, you wouldn’t have to report jobs with those jobs that may have been created related to those funds.

If you need further clarification you can submit a follow-up question through the question button and we will give you additional information.

David Cattin:  Thanks a lot, Cynthia.  And it does remind me that, again, on our site, under that Recovery Act button, we do have quite a number of our previous webinars archived and there have been at least a couple that we have presented about the 1512 reporting.  So if that is something that you might like to review, feel free to sign in there and listen at your leisure.  
Also, you might find that we repeated a question or two because as someone has asked the question earlier, someone else didn’t know it had been asked.  But if a couple of people have asked, obviously it is a good enough question, we might just give you a reminder.  This is one kind of like that.  Can tracking be accomplished by using serial numbers?  Mark?  

Mark Robinson: The answer is yes.  Again, you need to reference your property management guidelines to determine what other types of indicators that you would need in order to track a particular item and certainly serial number is one of the items, but there are other things such as the model number description of the item, year purchased, cost, those sorts of things.

So more than likely if there are property management procedures available they would list the various data elements that you would need to capture.  But certainly one of those would be the serial number.

David Cattin:  Thank you, Mark.  Here’s a question regarding the lead school district.  Should the participating districts create their own purchase orders and inventory management, or should all purchases and tagging flow through the lead district?

Mark Robinson:  That’s a good question.  It sounds like, if we are interpreting your question correctly, you have funds that are flowing to a district that has the responsibility on behalf of other districts –

David Cattin:  Or if they mean sub-grantees, possibly?

Mark Robinson:  Well, it could be, it looks like a lead district and participating districts, so at least based on the way the question is written, it looks as though they are all at the same level.  They are all districts, but you have one district that has a responsibility of tracking or tagging and maintaining inventory records and purchasing items on behalf of the other districts.  And in that instance, scroll down a little bit – the answer would depend on the structure at the lower, in the participating district.  If you have an arrangement or a setup where the lead district is responsible for rolling out the information from the participating districts and there is some sort of arrangement that has been codified and accepted by all of the districts and the state, then this would seem like a reasonable approach.  Again, the issue here is it puts a lot of the burden on the lead district to not only make the purchases but also to tag the equipment and to ensure that the participating districts are able to properly account for the information on behalf of the lead district or the lead district has to go out to the participating districts and essentially do the inventory and tracking of the equipment.  
So, it seems like a reasonable approach.  It is just a matter of whether or not this is allowable and acceptable, not only within the state but whether or not it is something even recognized within your grant award. 

You might want to also contact your program contact to indicate whether or not it is allowable for this sort of arrangement, this sort of structure.  It sounds like, I’m assuming that you have probably already gone through some process to validate the structure with respect to the flow of transactions, both your state funds, but with respect to your federal funds you may want to verify that.  

We have kind of seen some things like this before in some of the outer-lying areas, not necessarily within the states.  But I would say that it seems reasonable, but it puts a lot of burden on the lead district to basically be responsible for tracking everything.  So I would just verify that this was – if you haven’t done it already, that this is an acceptable structure and flow within the particular programs that you have got grant funds for. 

David Cattin:  Alright, thanks.  Our next question:  Is the aggregate tracking threshold a requirement mentioned in EDGAR or is it a local standard?

Mark Robinson:  I believe it may in fact be noted in one of the cost principles.  Unfortunately I don’t have that available.  Go ahead.

Cynthia Brown:  Hi, this is Cynthia Brown.  I know that in EDGAR under dispositions that the $5,000 definitely comes into play.  So, for example if you, at the end of a grant period, you go out and you buy $10,000 worth of computers, you can’t just say, “Well they are supplies.”  You have to treat them as equipment which means that you have to continue to use them in the purposes of the grant or if you sell them and get money for them, you would have to return that money to the federal government.

So, while you don’t necessarily need to put it into your inventory system to meet federal requirements, you do have to treat it, a bulk purchase, as equipment for disposition.

Mark Robinson:  Yes, thanks Cynthia.  I just noted it is in EDGAR 80.33(b), supplies disposition.  So, again, you may want to reference that for more information.  

David Cattin:  Thank you.  Next we have:  Do we need to get competitive bids on items over $5,000?
Mark Robinson:  Yes, you do.  In most instances when purchasing anything using federal funds you need to get competitive bids.  Now, there are certain thresholds where, instead, the competitive process could be streamlined by going off of one of the – a schedule, one of the government schedules – so that you don’t have to put out an RFP and go through that lengthy process.  But in most instances, except in very rare exceptions, any time you are going to award or disperse federal funds to contractors or vendors, there is a competitive process that you have to use.

We will be with you in a moment; we are going through a couple more questions.  

David Cattin:  Alright, other remarks on that one?

Mark Robinson:  No.  

David Cattin:  Here’s a new one here.  If my school district already has a procedure with controls in place to adequately account for items purchased with federal funds, can another grant awarded program use the same procedures?

Mark Robinson:  Absolutely.  If someone who has good procedures and policies that not only are sound but also are working -- and the evidence of that would be the single audits and the reports that are coming back from the monitoring -- to the extent that those procedures and policies are yielding these sort of results and things that we mentioned during the presentation, certainly we would encourage you to use or to reference those to establish your own procedures.  In fact, that is one of the things that Risk Management Service encourages whenever we go out to visit.  If we see something that is working pretty good someplace, we may point others to that same person or individual that has got something good in place.  So, certainly.

David Cattin:  Alright, kind of a question written in two parts.  Do local guidelines always trump the federal?  Question numbered as two:  So you are saying that federal properties such as computers, projectors, etc., tagging is set by the district and any items $5,000 or less do not have to be tracked or managed because they are less than $5,000?

Mark Robinson:  In most cases when you say trump the federal, we sort of interpret that where there may be a conflict between the federal or the local.  If, in fact, there is a conflict, the federal will always trump the local.  Because again these are federal dollars we are talking about and as such the federal provisions would always apply in the absence of or in conflict with local provisions.

The local provisions in most cases tend to fill in the lower thresholds as we spoke about earlier where the federal provisions may not apply.  And there may be some points where the local provisions would in essence fill the cracks, if you will, where perhaps a federal provision may be silent on a particular area but for all intents and purposes, if there is a conflict, the federal provisions would supersede the local.
David Cattin:  Alright, Mark.  Thanks.  Have a bit more interest on this $5,000 point here.  Is the $5,000 “starting point” for single items only?  What about cumulative purchases of general items such as curriculum kits or supplies?  We may purchase $5,000 worth of curriculum from one supplier but it may be several hundred different items.

Mark Robinson:  Right, the $5,000 threshold is for single items but it can also be for cumulative purchases as well.  It depends on what you are buying, the quantity of what you are buying, and whether or not those are items that cumulatively not only meet the $5,000 threshold but are the kind of items that should be tracked under federal guidelines.  And we talked about this particularly in the case of the supplies disposition.  And this sounds like something that might be relevant to that.  

So, you have to go back and look at it from a perspective of, after you buy these items, if there is a surplus, then do I in fact have all of the necessary information relative from the federal perspective in order to dispose of these items if, in fact, I don’t use all of them.  So, again, it is something that you need to refer back to your ED program contact and also to your grant award documentation for specific guidance in that area.  
But at this point, if it looks like it would be an aggregate purchase, over $5,000, so in most cases you have to track that.

David Cattin:  Alright, this kind of goes back to one of our previous discussions.  Would we not use the more restrictive of the two when federal and local provisions conflict?

Mark Robinson:  Well again, if the local provisions, let’s say, are more restrictive than the federal provisions, then the assumption would be that the federal provisions would be satisfied if you, in fact, implemented your local provisions and so in that case you could use the local provision because in essence the local provision is more restrictive and meets the requirements of a federal provision as well as your individual requirements.  And that is what I was getting at earlier when we were talking about the dollar thresholds for tracking equipment whereas the thresholds in many instances at the local level are much lower than the $5,000 limit that the federal requirements are.  So in that case, that would be an example where the local provisions would trump the federal because the local provisions should have all of the necessary requirements covered under the federal provisions as well as all of the local requirements as well.  So, that is an example where that would be the case.
David Cattin:  Alright, thank you.  Another bid-related question.  Do you have to get competitive bids if an item is purchased using state contract pricing? 

Mark Robinson:  By state contract pricing, I’m assuming this is your state purchasing schedules where you have existing contracts that are where you have pricing and essentially you need to just run your purchase through the state list and select vendors, and it is very similar to our General Services Administration type schedule.

I believe the answer is yes to that, that you would be able to go ahead and use that schedule for your purchases.  Again, the key there is whether or not that state schedule pricing is competitive with the federal pricing that you might be able to get off of one of the government schedules.  So, my first reaction to that is it would be okay but I would check with the federal schedules to verify that in fact they wouldn’t provide you better pricing.  
The whole idea here is to maximize the benefit of the federal dollars you receive by getting the most for the money that you have.  So, certainly the federal schedule pricing is intended to be as competitive as you find anywhere.  If your state pricing is comparable to that or if you can justify or prove that that is competitive, then I don’t think that would be a problem.  

But, again, I would check with your program contacts to just verify that.  Anywhere where you have these little sort of slight questions or it seems like it would be reasonable, my advice would be to just run it by someone here at the department to verify that that would be acceptable.  If nothing else, just to say that, in fact, you checked that box, if you will, and you were given the go ahead with that.
David Cattin:  Alright Mark, thanks.  Our next one:  Some of our direct federal grants have a term of five years.  After the funds end, the program remains.  Do we have to continue to track the equipment purchased during the term of the grant after the grant has expired?

Mark Robinson:  The answer to that is yes in the sense that this is equipment that you own, again, depending on the terms of the grant or the conditions on the grant, after the program is concluded.  And, of course, there are provisions for the disposition of the equipment purchased after the effective use of it.  I’m getting a note here that says three years after the end of the useful life of the equipment is the record-keeping requirement.  So at that point, three years after the grant concludes is the length of time that you have to track that equipment.  The assumption is after the three years that you would have either disposed of the equipment or gotten rid of it by that point.  If you have still got it, and again we get back to this issue of whether it still has value because of the issue of depreciation, you may want to track it beyond that point in order to, again, retain some evidence of its residual value, again, in the cases of insurance or property disposition where you may need to value the equipment before you get rid of it.

But the requirement is three years after the end of the period of the grant.  

David Cattin:  And also we did a recent webinar on June 7 called “Data Quality and Record-Keeping,“ where I went into some detail about that three-year issue and I won’t go into those details now, but it is three years from the end of certain things.  For example if you get audited, that goes a little bit beyond what I think your question is, but you might find that helpful if you have this type of question.

Let’s get another one up here.  I think this might be a repeat.  What if the state procurement laws have a different minimum threshold?  

Mark Robinson:  And again, it doesn’t – a different minimum threshold, as long as that threshold is at or below the threshold for the federal equipment and property which is $5,000 that is okay.  The state threshold would be the one that you would use, because, again that threshold would also include or would encompass the federal threshold requirement as well.  So in that instance the state would prevail.

David Cattin:  Thank you, Mark.  The next one:  Local preventions still leave thousands of dollars of equipment unmanaged.  Is this acceptable?  Local provisions possibly or local laws or regulations?

Mark Robinson:  Again, this gets back to the federal provision is $5,000 or greater.  Again, there are some circumstances relating to aggregate purchases that would also fall under the federal guidelines.  In most instances, again, the local provisions go below the $5,000 threshold.  If you feel that there is a situation where they are either below $5,000 and aren’t being properly tracked at your local level, that is an issue that you should reference with your state and local officials, particularly if your state and local audits are uncovering instances of possible lack of accountability for those items that are purchased with state funds or even federal funds.  You would certainly need to make sure that there are other provisions in place to account for that.

David Cattin:  Thanks.  Now we have two questions on software.  Number one, we buy site licenses which are less than $5,000 but total much more.  Is that to be tracked?  The second part of the question – if you must track the site licenses, how do you tag them or track them?

Mark Robinson:  Okay, with respect to the first question, the answer would be yes.  In most instances the vendors are buying, you are speaking to individual site licenses that are less than $5,000 but again the aggregate is more than the $5,000.  So you are buying “X” number of say Microsoft Outlook seats or whatever.  Well in most cases the vendors sell those as an aggregate purchase.  And so you are paying one fee. So certainly those are things that have to be tracked.  

How would you tag those?  Well each license should have its unique property key or code key so certainly that is something that you would want to track in inventory as well.  Whereas for that particular license code seat, if you will, where is it, what machine is that installed on?  And those are items that would be tracked through your Chief Information Officer or your Information Systems Office.  They would have that sort of information that would flow from their inventory tracking into the inventory management system.

Because again, your software purchases, that is an item that you would want to track and keep some sense of.  Also for replacement purposes, too, so that you know what software is installed on what work stations and when and if you need to make an upgrade to a particular product, where is that located and what is that product?
So, again, that is the type of information that your information technology officers probably have and should be – probably some or all of that, feeding into your inventory management systems.
David Cattin:  Thank you.  Here is one with a very practical concern. What are some of the headings that you should indicate on the equipment inventory list?  For example, model number, etc., what other things might they show, Mark?
Mark Robinson:  We covered this on one of the slides, a couple of the slides, I think.  Let me go back and see if I can locate some of them.  There are things like equipment description, the definition of the equipment, let’s see – the actual – you had serial number, property description, source of the property, location of the property, version and release numbers if it is some sort of software like we were just talking about.  There are various property documents that are available and information is available.  I think even EDGAR has a list of what the actual specific data elements might be.  Model number.  We talked about serial number.  It varies depending on what you want to track.  Unit cost.  

Again, I would refer you to your local property or your state or organizational property guidelines for the specific items that you should in fact be tracking.  
David Cattin:  Alright, real good, thank you.  We are getting close to time here.  This might be our last one; it’s a little lengthy.  Just to clarify, the $5,000 unit/aggregate threshold requirement, if we are purchasing classroom desks at a low unit price under $5,000 but in enough quantity to equal a total purchase of $5,000 and more, where would I find information that tells me if this purchase meets the aggregate requirements?  I understand the supplies versus equipment determinations, I want to have on hand a definitive reference for determining total cost purchases for tracking.

Cynthia is moving over to the speaker here.

Cynthia Brown:  Probably the best advice that anyone of us could give is if you are doing this under a federal grant, call your federal grant officer and make sure that the answer is relevant to the particular grant program.  But in general, let’s take local rules out of consideration and say you are just living by the federal rules which define equipment as being $5,000.  So, if it were just the federal rules, you really wouldn’t have to track those in inventory.  What would happen is if you came to the end of your federal grant period, say you had a discretionary grant that was two years and you bought desks for the purposes of that grant program.  Then you have to worry about disposition of them.  So if you had bought $50,000 worth of furniture, you have to make sure that you keep that furniture in use for the purposes of the grant or if you are closing down that particular project then use them for another federally funded project that has a similar purpose.
So all of that information is in EDGAR with the sites that you have on your slides, look at the information about disposition.  But, the straight forward answer to this is under federal rules only, you don’t have to put those desks into inventory.  For common sense and practical purposes, you might want to put them into your inventory because then it is all in one place and then you can have a clear path of where they went if you close down that particular grant project and then the auditors come within the next couple of years and want to know what happened to the equipment.  
David Cattin:  Alright, thank you so much.  We will try to get one more in here under the wire.  A private school has received Title I money and Title II(d) money and purchased some computers.  The next year the private school no longer participates in the grant.  Do they need to give the computers back?

Mark Robinson:  We talked about this in the presentation.  One of the things you may want to do is check with your program contact to determine if, in fact, you can transfer that equipment over to the other federal program.  Again, the idea here being to avoid a redundant purchase if you have serviceable, useful and current equipment that is no longer needed in one program but potentially could be used by another federal program.  Certainly there is a way or a manner to transfer that equipment and you just need to determine whether or not that would be feasible under the program that actually bought the equipment -- you would have to determine whether or not they could make the transfer to the other program.
And again you should check with your education contacts here for that purpose.  

David Cattin:  Thanks, Mark.  This one might be a little bit of a review question referring to cumulative items such as supply kits that they won’t have a serial number necessarily, how would they track the aggregated purchase over $5,000?
Mark Robinson:  Well I guess the question would be depending on the cost of those kits and what was in them, why would you not have a serial number or some means to track them?  Perhaps I am not familiar with just what those are, but if they are boxes with equipment and supplies for students, they certainly could have some sort of identifying information attached to them and therefore tracked.  So perhaps a little more clarification might help.  But we have seen things tracked down to chairs and tables and desks and so forth. Again, some local entities have inventory requirements below $100 or down to $100; it all depends on the level of detail that they wish to track in terms of specific items that they purchase.  So it varies.
Cynthia Brown:  This is Cynthia Brown again.  I just want to say that for the things that are really supplies/consumables, like for instance a kit with pens and pencils and notepads or something, the federal rules about the disposition of supplies is to make sure, for your consumables, that they get consumed for the purposes of the grant.  So, normally what is going to happen is you are going to buy supplies and you are going to put them out and to give them to students or put them out into the project.  And at the end of it you just need to keep track of the fact that they went into use and are not sitting in a warehouse someplace getting ruined and, then at the end of the period of the grant, you have $10,000 worth of supplies that were never consumed.  

So, if it is something small, you don’t have to track each individual kit or small things.  Just make sure that you have good records that indicate that the aggregate of the supplies went into the grant program and were used for the grant program.  Then you don’t have to worry about tracking them.  Always one thing to avoid is making sure that large quantities of supplies don’t get wasted or don’t get bought with grant money and then not used for the grant.  So, you want to just keep track of the fact that consumable supplies were in fact used for the purposes of the grants.  
Mark Robinson:  One other thing I wanted to add on that also is that one other thing that the auditors sometimes run into are what are known as split purchases.  And that is a situation where let’s say you may have a bunch of items that you want to purchase.  And instead of buying, I guess, the aggregate amount, they split it up into individual purchases that are below either the count threshold for tracking or the dollar threshold.  So, not that this would be something that would fall into that particular instance, but the discussion here made me think of something else that I probably should have added to the discussion, which is be careful of split purchases and the rationale behind the purchase, the splitting of the purchase, when you go forward.  Because, in some cases that could be a trigger for perhaps either trying to bypass the quantity or dollar thresholds to avoid reporting, so, something to consider.  
David Cattin:  Thanks, everybody.  I would like to thank my colleagues Mark Robison and Cynthia Brown for their help answering your questions.  Again, if you did not get your questions answered you can check with the program person indicated for your particular grant program back here in Washington.  We do have the results of the poll up and we thank all of you who responded.  
I am pleased to see well over 90% of you have some pretty good procedures in place.  A few of you it looks like you do have some work to do, not knowing why you feel not quite as comfortable with what you have set up.  Perhaps you are new to grants; you might, again, want to work more closely with your office in Washington or if you are aware of someone in your local area within a day’s drive or something who has had successful grant programs from the federal government, you might look to them to be a mentor of sorts.  So, we hope at any rate whether you have a great system in place or you have some work to do that we have provided some thought-provoking comments to you today.

Do remember you can find archived webinars as well as this one at ED.gov under the ED Recovery Act button.  Also there you will find the feedback evaluation form we hope you fill out.  Thanks for tuning in and we look forward to having you join us the next time.  Take care.  
