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1. Purpose. To provide instructions and policy guidance on the closeout of the formula-funded PY 1998 and
1999 JTPA programs. All program years through 1997 will be closed in accordance with the requirements of 20
CFR 627.485.

2. References.

a The Job Training Partnership Act (JTPA), as amended;

b. JTPA Find Rules, as published in the Federd Register on September 2, 1994, Subpart D;

c. The Workforce Investment Act (WIA) of 1998; Section 199;

d. JTPA Financid Management Technical Assistance Guide, 1995;

e. Grants and Agreements with Indtitutions of Higher Educeation, Hospitd's, and Other Non-profit Organizations,
and with Commercid Organizations, Foreign Governments, Organizations under the Jurisdiction of Foreign
Governments, and Internationa Organizations, 29 CFR Part 95, July 27, 1994; and

f. Uniform Adminigrative Requirements for Grants and Cooperative Agreements to State and Local
Governments, 29 CFR Part 97, March 11, 1988.

3. Background. On August 7, 1998, the President signed the Workforce Investment Act (WIA). This Act
initiates a new ddlivery system for providing employment and training services beginning July 1, 1999, but no
later than July 1, 2000, and requires closeout of current JTPA operations. No later than June 30, 2000, States
and their subrecipients and vendors will cease dl JTPA program operations. After that date only grant closeout
activitieswill be dlowed under JTPA. All JTPA participants will be trangtioned into WIA, and any additiond
sarvices for JTPA participants will be provided under WIA.

The Congress recognized in the WIA legidation, Section 506, Trangtiond Provisons, that the Department of
Labor (DOL) had to take actions necessary to provide for the orderly trandtion from JTPA to the workforce
investment systems established under title | of WIA. One key areafor which guidance is required relates to the
closeout of JTPA. DOL istaking the necessary stepsto fulfill thislegidative mandate by addressing the
requirements for both funds and participants in this directive.



With the reped of the JTPA legidation, scheduled for June 30, 2000, it is critica that States and locd areas
begin to plan immediately for the closeout of existing grants. While closeout activities are not new, many persons
in the employment and training system have not experienced the closeout of one legidatively mandated
employment and training program and the trangition to another. This trangtion brings up a host of issues that have
not arisen since the termination of the Comprehensive Employment and Training Act (CETA) program.
Therefore, it isimportant that States develop a plan for closeout. Specific ingructions for closeout arein the
attachment to this directive.

A technica assistance guide for closeout is being developed and will be made available to the sysem. The
technica assstance guide will provide additiona detail on the mechanics and requirements of the closeout
process.

4. Closeout Palicy.

a. Period for Closeout Activities. States may gtart to implement WIA and initiate the closeout of the JTPA
program at the beginning of Program Y ear (PY) 1999. However, they must implement by July 1, 2000. All
JTPA program operations must be trangtioned into programs under WIA by July 1, 2000. States are required
to closeout the JTPA programs for their entire State system no later than 180 days after the State's full
implementation of WIA. Statesimplementing the Act as of July 1, 2000, must closeout JTPA not later than
December 31, 2000.

b. Submittal of Closeout Packages. ETA will initiate the closeout process with notification of closeout
requirements to the States no later than July 1, 2000. States must submit closeout packages to the Department
of Labor/Employment and Training Adminigration (DOL/ETA) a the following address

Director, Office of Grants and Contract Management
Attn: Closeout Unit

200 Congtitution Avenue, NW, Room N-4716
Washington, D.C. 20210

c. Responsihilities. The closeout of JTPA and the start up of the new WIA program will occur smultaneoudly.
Closeout of JTPA will involve State efforts to close their awards to subrecipients including Service Ddlivery
Areas (SDAS) and SubState Grantees (SSGs). Subrecipients will be required to close grants and contracts
which they have awarded to lower tiered subrecipients and vendors. The responsbility for the expeditious
closeout of the JTPA program rests with each State. Costs incurred for closeout activities after the 180 days are
not alowable and must be charged against non-Federd, State or local resources, unless an extension is
requested and approved under item 5 below.

d. Non-Formula Awards. Discretionary and competitive grants awarded under JTPA will continue for the
period specified in the award document and are not subject to the following closeout process.

e. Other Grants. One-Stop grants awarded under Wagner-Peyser and Welfare-to-Work are not subject to this
closeout process.

This closeout process applies only to the formula funded activities under Titles11-A, 11-B, 11-C, and 111 of JTPA.

5. Extension of Deadline for Submission of Closeout Documents. The Grant Officer may extend the




deedline for submission of the closeout documents for a period of up to Sx(6) additionad months. Decisons will
be made on a case-by-case basis. Requests must provide documented evidence of the necessity for the
extenson and must be submitted no later than 60 days after the initiation of the closeout period. Only under
extreme or extraordinary circumstances will additiona extensions be considered. Requests for extension of the
closeout period should be submitted to the address listed in item 4.b. with a copy of the request and supporting
documentation sent to the appropriate Regiond Office.

6. Action. It isthe responghility of the States to immediately provide the information transmitted by this TEGL
to dl staff who have responghbility for closeout activities and to dl subrecipients.

7. Inquiries. Questions on this TEGL should be directed to your Regiond Office.

8. Attachment. Ingtructions for Closeout of State Formula-Funded Activities Under the Job Training
Partnership Act (JTPA)




ATTACHMENT

Instructions for Closeout of State Formula-Funded Activities
Under the Job Training Partnership Act (JTPA)

This attachment provides detailed instructions concerning the various aspects of the closeout of formula-funded
JTPA grants, aswell asrdlaed activities that have an impact on closeout. States must follow the ingtructions
contained herein.

1. Use of Funds and Cogt Limitations

a. Use of 2% Trangtion Planning Funds. Up to two percent (2%) of JTPA PY 98 and PY 99 allotments
may be used for trangition planning activities. In accordance with Section 506(d) of the Workforce Investment
Act (WIA), these funds are to be expended before July 1, 2000. They may come from any title or combination
of titles under JTPA and must be reported on the gppropriate JTPA reporting form. At least hdf of the amount,
or up to one percent (1%), must be provided to loca entities for trangtion planning. States will determine from
which funding stream(s) the 2% trangtion planning funds will be taken. Any PY 98 and PY 99 funds expended
for trangtion planning will not be counted as JTPA administrative costs and will be reported separately in the
remarks section of the gppropriate quarterly financial status reports. Any funds reserved but not used for
trangtion planning activities should be transferred to WIA.

b. Use of Remaining 98% JTPA Funds. Upon full implementation of WIA, States should reserve an
adequate amount of PY 98 and PY 99 funds to be used to cover the costs of JTPA closeout. Any other funds
remaining from ether of those two (2) program years are to be carried forward into WIA. The funds so carried
forward retain their JTPA year of appropriation designation and the full amount of the three (3) year fund
availability period that remains. They will be carried forward by JTPA funding stream (11-A, 11-B/IIC, 111); not
by JTPA expenditure category (e.g., Adminigtration, Direct training services, Training-related and supportive
sarvices). Upon trandfer, dl other WIA rules gpply to these funds.

The costs incurred during the closeout period for closing out the JTPA programs will not be subject to the
adminigrative cogt limitations and will not be reported as JTPA adminidrative costs. Rather they will be
reported separately in the remarks section of the applicable JTPA financid status report. Costs incurred prior to
the closeout period but paid during the closeout period will continue to be reported according to the appropriate
cost category. States are encouraged to first use PY 98 funds for closeout costs because of the shorter fund
availability period remaining for those funds.

States will need to caculate compliance with the adminigtrative cost limit requirements for PY 1998 and 1999
by comparing actud adminigtrative cogs incurred with the total loca areadlocation for each funding stream.
Thereis no need to cdculate compliance with the minimum training expenditure requirements.

Any funds reserved, but not expended, for closeout activities will be transferred to WIA upon conclusion of the
closeout period. Conversdy, should the State underestimate the amount of funds needed for closeout activities,
these funds may be transferred back from the PY 98 and PY 99 amount previoudy transferred to WIA, to the

extent that these funds remain available.

2. Closeout Procedures




a. Egtablishment of a Framework. It is the respongbility of the States to establish policy and set timdinesto
assg ther subrecipients and contractors with closeout. The timelines established must provide sufficient timeto
alow the State to comply with those set by the Department of Labor (DOL).

b. Locd Plans. Each State should obtain from its subrecipients a plan for the closeout of dl JTPA activities.
It is suggested that the loca plan(s) include, a aminimum, the following:

(1) planned program closeout time schedule;
(2) planned transfer of participants to new Loca Board-administered programs where gpplicable;

(3) estimated costs for closeout activities. These costs may include late claims, unfunded ligbilities,
termination costs associated with subrecipient agreements, pendties for breaking leases, uncharged accrued
leave, possible severance pay and unemployment insurance codts, records retention and storage costs, as well
as the costs of audit, and those costs required to complete the closeout process. These costs must be itemized
by category, i.e., accrued leave, severance pay, estimated Ul costs, and estimated storage costs.

(4) planned egtimate(s) of the portion of unobligated PY 98 and PY 99 dlocation (obligationa authority)
that will be needed to pay for closeout cogts. The locd areas should retain this estimated amount on their books
of account to pay for these costs during the 180-day closeout period following the full implementation of WIA.
Cash needed to support closeout cogts will be drawn down as needed for immediate disbursement needs.

(5) edtimated preiminary transfer of PY 98 and PY 99 JTPA obligationa authority to WIA in accordance
with Item 1.b. of these ingtructions.

3. Paticipant Transfer

a. Participants Receiving Services. All JTPA participants who are enrolled and receiving services should be
grand-fathered into WIA. These participants should be allowed to complete the JTPA services pecified in their
individua service drategy, even if the service strategy is not alowable under WIA, or if the participant is not
otherwise digible to receive these services under WIA.

b. Participants Not Recelving Services. Those participants who are enrolled, but have not yet received
JTPA services, except for initid assessment, should aso be grand-fathered into WIA. These participants should
be assessed, if necessary, and provided services under aWIA service strategy.

4. Subrecipient and Vendor Agreements

a. In General. Exigting ddiverers of services for current JTPA participants must be dlowed to continue to
provide services under loca agreements between the new Loca Board and the gppropriate chief eected
officid(s) in alocd workforce invesment area. All arrangements for continuation of current participants and
associated service ddivery programs must be worked out in advance vialoca agreements and included in the
loca area plan to be approved by the Governor.

All other JTPA agreements must be terminated as of the date on which WIA isfully implemented in a State, or
no later than June 30, 2000. States are responsible for ensuring that these arrangements for participants
receiving services & the time of WIA implementation are in place. Thisincludes Stuaions in which the loca
operating entity changes.



b. Provison of Services. All service ddiverers who are providing JTPA services to enrolled participants
should be dlowed to continue providing those services. All JTPA participants being served under these
contracts are to be provided dl services called for under the terms of the contract. No additional services may
be added, and no additional participants may be added to the contract.

All contracts scheduled to expire on or before June 30, 2000 under which al servicesto enrolled JTPA
participants will be completed by that date should be alowed to end on their expiration date. In addition, al
contracts for JTPA adminidtrative functions, i.e., contracts which do not provide services to JTPA participants,
are to be terminated not later than June 30, 2000.

c¢. Termination vs. Modification Awarding agencies might have contracts that will expire on June 30, 2000
that would have been re-awarded for completion of services or contracts that will expire after June 30, 2000
upon completion of servicesto participants. Under either scenario, loca areas must provide for the continuation
of sarvices cdled for in the participants plan of service. No matter which methodology an awarding agency
chooses to use for the completion of servicesto JTPA participants, the process should occur in a manner which
ensures that the participants are unaware of the change in the contractuad arrangement.

Contracts for participant services that would normally expire on June 30, 2000 and be re-awarded for
continuation of services will not incur early termination codts. Loca areas have the option of issuing anew
contract for the completion of services to the covered participants only or modifying the existing contracts to
extend the period of performance until the services to the covered participants are completed.

Contracts for participant services that extend beyond June 30, 2000 must either be terminated or modified at
the option of thelocd area. Locd areas that terminate existing JTPA contracts early will most likely incur
additiona contract termination costs, and will have to smultaneoudy award new WIA contracts to cover the
same sarvices for dready enrolled JTPA participants.

If the local areas modify exigting contracts to end the JTPA program and implement WIA, they will mogt likely
have to change one or more of the following:
a. the contractud designation from JTPA to WIA,;
b. the number of participants to be served to reflect the actua number of JTPA participants,
c. perhaps, theleve of funding to reflect the actua reduced amount required to serve the specified number
of participants; and
d. perhaps, the desgnated awarding agency.

The procurement rules governing the loca entity(s) may have a bearing on which option is selected.

If asubrecipient refuses to agree to ether terminate or modify its JTPA contract, the awarding entity must
terminate the contract as of the date on which WIA isfully implemented for the State or loca area but not later
than June 30, 2000. The entity will also need to either move the participants to another training provider or
award a sole-source contract to complete their training.

5. Financid Recondiliation/Closeout. When JTPA is repealed on June 30, 2000, the fund availability period for
al JTPA formulafunds dlotted through program year 1997 will have expired. Thus, al grants through PY 97
should be closed in accordance with the regular closeout procedures specified at 20 CFR 627.485. However,
the JTPA funds from PY 98 and PY 99 would il be available, and it is those funds that these closeout
procedures address. The JTPA obligationa authority transferred to WIA is not subject to these closeout




procedures.

When obligations, costs and drawdowns are not equa and the discrepancies cannot be reconciled, or where
other violaions are evident, the grant officer'sinitid and find determination process will be used to resolve the

findings

The find quarterly financid status reports for each of the JTPA funding streams (Titles 11-A, 11-B, 11-C, and I11)
and for both PY 98 and PY 99 must be submitted with the closeout package no later than 180 days following
the full implementation program of WIA, but no later than December 31, 2000, unless an extension has been
granted. Thisfind report will be in addition to the regularly required quarterly reports due 45 days after the end
of the quarter. After the closeout process has been completed, there will be no Federd funds available to pay
for dlowable JTPA late claims. State and/or locd funds will be necessary to pay for any such costs.

The objective of the financid reconciliation/closeout is to achieve the status where obligated funds, dlowable
reported costs, and payments (for most recipients the amount of drawvdowns) are equa or in balance.
Adjusments will have to be made to reflect the portion of obligated funds and drawdowns which relate to the
JTPA funds being trandferred into the WIA program. Because it condtitutes the find closeout of the JTPA
program, thisfinancia reconciliation must be carefully performed in amanner that pays particular attention to
detall. It isimperative to ensure that al JTPA costs have been accuratdly reported and paid, and that the
balance of available JTPA obligationd authority is properly transferred to WIA.

6. Liahilities Associated With the Closeout Process. There are certain respongbilities and liabilities associated
with the termination of alegidatively mandated program. The organizationd respongbilities are described below:

a. Locad Chief Elected Officid's Liability. The locd SDA, including the locd chief eected officid(s), will
remain responsible for dl codts rdated to the JTPA subgrants that they have received. All closeout activities
must be fulfilled locdly. In areas where an existing SDA is being reorganized or reconfigured, States are
expected to work with the subrecipients to ensure a smooth transition.

b. Consortium Member Liability. There may be instances where there is a dissolution of a consortium at the
expiration of the JTPA program. The liability and accountability of the members should aready be specified
under the terms of the consortium agreement. If thisis not the case, the units of government involved should
execute an agreement delineeting their responsibilities and liabilities prior to dissolution. Otherwise, pursuant to
State or local law, each consortium member jointly and severdly accepts respongbility for the ligbilities of the
program.

c. Governor's Liahility. The ultimate objective of this processisthe closeout of the Governor/Secretary
Agreement with ETA. Asthe recipient of aJJTPA grant, the Governor is ultimately responsible for the resolution
and closeout of dl subgrants issued by the State. Therefore, it isin the Governor's best interest to ensure that al
local closeout plans are fully developed and have adequate time frames for completing the required tasks.

d. DOL's Liability. DOL will not be liable for any cogts that States and their subrecipients failed to pay
before closeout. Furthermore, DOL will not be ligble for any late claims recelved by the States. DOL will not
have the funds available for such dams.

7. Unpaid Bills (Liabilities). Unpaid bills as defined in the JTPA Financid Management Technica Assstance
Guide are dlowable JTPA costs which have resulted from the operation of the programs that have not been
paid. Funds required to pay these bills should be included in the amount reserved for the completion of the




closeout process. These are not closeout costs referenced in Item 1.b. and should be charged to the appropriate
cost category. States are expected to ensure that al JTPA liabilities are paid before closeout. No unpaid bills
can be paid with Federd funds after closeout. Any such bills will have to be paid from non-Federd funds.

8. Prepaid Expenses. The prepayment of necessary, reasonable, and allocable cogtsis allowable. States and
subrecipients are authorized to pay for the storage of records for a period of three (3) years from the submittal
of the find expenditure report to comply with JTPA regulatory requirements. They are aso authorized to pay the
alocable share of the single audit(s) which covers the program year(s) to be closed.

9. Sdf-Insurance Funds. Grantees may have established sdf-insurance funds to cover the costs of workers
compensation, unemployment compensation, severance pay and smilar employee benefits. Claims submitted
during the period alowed for closeout will be paid by the entity from those funds. Upon termination of the
closeout period and submittal of the final expenditure report, the self-insurance account option may be continued
unlessthe loca entity is going out of business, in which case the fund should be transferred to the State. Unpaid
clams or those received after the closeout of the grant should be paid by the local entity or the State from the
fund. Payment of clamswill be limited to unexpended funds remaining in each subrecipient saf-insurance fund.
Any balance of funds remaining in the salf-insurance accounts should not be transferred into WIA. Instead, after
al possible payments have been made from the account, any residud amount attributable to JTPA staff
members should be refunded to DOL/ETA in accordance with 20 CFR 627.490(b).

10. Staff Benefit Cogs. States and subrecipients must treet staff leave cogts in the same manner as saff leave
cods aretregted in the individua organization's existing written leave policies and procedures.

a. Coding Sygems. The two most prevaent leave sysems are;

(1) unfunded systems wherein the costs are incurred when cash payment is made to the employee & the
time the leave is taken, and

(2) funded systems wherein the cost isincurred at the time leave is earned by the employee and payment is
meade to the employee at the time leave is taken.

b. Lump Sum Payments. When a JTPA gaff person is terminated from the employing entity, alump sum
payment for accrued leave will be borne by JTPA as a closeout cost in an unfunded system and as a cash
payment (unpaid bill) in afunded system. An escrow account may be utilized if necessary.

¢. Continued Service. When a JTPA daff person isretained by the same employing entity, the ligbility for
leave will be borne by the recelving program/fund source in an unfunded system. An escrow account may be
utilized for payment purposesin afunded system. In instances where staff is retained and is working on JTPA
closeout aswell as WIA implementation, the cost of leave must be pro-rated between the programs based on
an gppropriate dlocation method, e.g., time distribution.

d. Personnd Policies. Locd personnd policies will govern the payment of fringe benefits other than leave
cogts, including severance pay.

11. Ul Costs. Ul cogts properly chargeable to JTPA will be paid from each State or subrecipient agreement
until final closeout. Once the JTPA grant is closed, State and local funds must be used to pay such Ul codts.
Organizations and jurigdictions on a contribution basis of Ul coverage will not recover any costs associated with
a higher organization-wide experience rating as aresult of JTPA layoffs.



12. Audits. States and subrecipients must complete norma annua audit cycles in accordance with OMB
Circular A-133. Commercid subrecipients must meet the audit requirements specified a 20 CFR
627.480(3)(3). No additional Federal fundswill be provided to cover audit costs.

13. Complaints and Grievances. In accordance with Section 144(a) of JTPA, States and service delivery areas
must continue to provide a system for receiving complaints for up to one year after the expiraion of the
program. Prior to closeout, the costs associated with JTPA complaints being handled by this system should be
charged to JTPA.. After the closeout of JTPA, such costs may be charged to WIA until the completion of action
on complaints received within the required one-year period. After this period, the costs associated with JTPA
complaints must be paid from non-Federd funds.

14. Equipment and Supplies Subject to Transfer to WIA. The provision at 20 CFR 627.465 of the JTPA

regul ations describes property management standards for the program. All equipment, whether tranferred from
the Comprehensve Employment and Training Act (CETA) or purchased under JTPA, with afar market value
of $5000 or more and needed by the WIA program must be transferred to the WIA program. Fair market
vaue will be established by each State or loca areausing existing local procedures.

Equipment with afair market vaue of more than $5000 that is not needed by the WIA program for any reason
may be retained or sold, and the JTPA program must be reimbursed from the proceeds of the sde, less any
cods of digpostion. Items of equipment with a current fair market value of less than $5000 may be retained,
sold or otherwise disposed of with no further obligation to the JTPA program. Such equipment may remain in
place to be used for other Federdlly or non-Federaly funded programs, or it may be disposed of in accordance
with local procedures.

States should obtain accurate inventories containing the information required under 29 CFR 97.32 and 29 CFR
95.34, as gpplicable, from their subrecipients. A determination must be made concerning which equipment will
be transferred to the WIA program and which will be disposed of in accordance with the above ingtructions. An
equipment inventory list certified by a designated officia of the State must be submitted with the State's closeout
documents.

If thereisaresidud inventory of unused supplies with an aggregeate tota fair market value of $5000 or more,
these supplies must dso be transferred into WIA if needed. If the resdua supplies are not needed for the WIA
program, they should be retained, sold or disposed of, and the JTPA program compensated for its share.
Governors should provide guidance to loca areas concerning the transfer of equipment and supplies.

NOTE: Thetiming of the digposd of JTPA property (equipment and supplies) is criticd for establishing how the
proceeds are to be used. Any proceeds from property disposed of up to the date of full implementation of WIA
are to be used to reimburse the JTPA program. This reimbursement is to be reflected as a reduction of JTPA
expenditures on the gpplicable quarterly financid satus report. Thiswill have the effect of freeing up obligeationa
authority for trandfer to WIA. The disposd of any property after the full implementation of WIA must follow the
disposition requirements of 29 CFR 97.32(e) or 29 CFR 95.34(g) as appropriate. These regulations require
that proceeds be returned to ETA.

15. Real Property. If aState or loca JTPA entity has purchased red property usng JTPA funds, but failed to
notify the Secretary (Grant Officer) in accordance with 20 CFR 627.465(d), they should do o at thistime. Any
JTPA purchased real property that isto be used for WIA must be transferred to the WIA program and listed on
the Governor'sinventory of accountable property. For any JTPA red property that will not continue to be used



for the WIA program, there are three digposition options which might be requested:

a Sdl the property and remit the proceeds to ETA after deducting any actud and reasonable sdlling and
fix-up expenses,

b. Sdll the property and use the proceed to acquire replacement property to be used for the WIA One-Stop
operating center; or

c. Retain title to the property and compensate ETA for the proportionate share of the current fair market
vaue dtributable to the JTPA participation in the purchase of the property.

If the entity chooses the firgt option, no request for digposition ingtructionsis required. For either the second or
third option, the entity must submit its request to:

Director, Office of Grants and Contracts Management

200 Congtitution Avenue, NW, N-4716

Washington, D.C. 20210

Note that if the second option is used, no WIA funds can be used to supplement the proceeds from the sde for
the purchase of areplacement property. Under the first option, al proceeds are to be remitted to DOL/ETA
within 30 days of their receipt by the entity. Under the third option, the proceeds are to be remitted to
DOL/ETA in accordance with the gpprova ingtructions provided by the Department.

16. Combined Property. Equipment as described in Item 14 and Red Property as described in Item 15, which
has been acquired through joint funding will be transferred in the same manner as other accountable JTPA
property. If thereis no use under WIA for the property, JTPA or DOL/ETA, as appropriate, must be
compensated by gpplying the percentage of participation in the cost of the origind purchase to the current fair
market vaue of the property.

17. Refunds. Any funds remaining in the State's JTPA account after closeout that cannot be transferred to WIA
because the fund availability period has lapsed, plus any other refunds received after closeout, must be remitted
to ETA. During the closeout period, States should use the HHS-PM S and submit refunds eectronicaly, to the
extent possible. Subsequent to the end of the gpproved closeout period, adl refunds must be remitted directly to
ETA.

18. Program Income. Program income generated with JTPA funds prior to the full implementation of WIA, but
not used by the termination of the JTPA program, may be rolled forward and used during the period of fund
availahility of the program year in which it was earned (20 CFR 627.450(c)(3)). Renta income and user fees on
real and persond property acquired with JTPA funds and transferred into the WIA program shall be considered
WIA program income in subsequent funding periods. There are no Federd requirements governing the
disposition of other JTPA program income thet is earned after the full implementation of WIA.

19. Records Retention. States are responsible for ensuring that al records associated with the JTPA program
are retained for three (3) years after submission of the final expenditure report for each year of appropriation.
Records must be kept longer if any litigation or audit is begun, or if acdlam isingituted involving the
gppropriated funds or agreement covered by the records. In these instances, records will be retained until the
issue has been finaly resolved. However, the only authorized closeout cost for record storage is the amount
required to meet the three (3) year retention requirement. Because they would condtitute an estimated
contingency, costs for any longer retention period required must be paid with non-Federd funds. States are




responsible for ensuring the retention of records for subrecipients who are disbanding or otherwise unable to
retain records. States must aso ensure that this requirement is passed on to al subrecipients to ensure
compliance.



