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Follow leading practices when closing out FEMA grants
to reduce risk of funding deobligation.

Federal Emergency Management Agency (FEMA) grants for COVID-19-related costs provided critical lifelines to communities and
hospitals that would not have been otherwise able to shoulder the financial burden of pandemic response. However, compounding
factors — including nationwide disaster declaration, unique types of costs incurred and a sudden shift to a virtual working world -
have also created overwhelming challenges for applicants, states and FEMA.

Closeout is the final step in completing the FEMA public assistance grant process. It takes place once grant-funded work is finished
and involves reconciling all documentation for actual amounts incurred to the final project worksheet to confirm compliance.
If documentation is incomplete, funds may be deobligated and have to be paid back.

Under ordinary conditions, federal grant closeout can be a daunting process. The nature of the COVID-19 pandemic funding brought
additional difficulty.

Many contracts were procured under emergency and exigent circumstances, which
~ relaxed certain rules. However, this does not excuse applicants from demonstrating costs
i are reasonable.

Large amounts of funding went to large numbers of new applicants, many of whom
~lack experience in federal funding compliance. Additionally, hiring and training while
i shifting to a virtual work environment may have left gaps in knowledge.

Overlapping programs bring risk of duplication of benefits through other
governmental pandemic aid or medical payments.

i"" Costs incurred rely heavily on voluminous, detailed financial documentation, such
" as force account labor/equipment records (work performed by city, county or state
i employees) and contracts for outside labor/equipment.
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https://www.ey.com/en_us/forensic-integrity-services/duplication-of-benefits-prevention

Risk mitigation for federal
disaster grant closeout

Within 90 days of completing any large project, the
subrecipient (@applicant) should notify the recipient (state)
that the project is finished and provide all documentation.
Within 180 days of project completion, the recipient is

to provide FEMA the project for closeout review. Chapter
12 of the Public Assistance Program and Policy Guide!
provides details on FEMA's requirements and certifications
for closeout.

If additional eligible, reasonable and in-scope costs
have been incurred beyond the obligated grant amount,
additional funds may be obligated. Ineligible, improperly
documented, unreasonable or out-of-scope costs may
be deobligated, leaving the money to be paid back.

Five actions to address these challenges and risk when
closing out a COVID-19 grant include:

Document decisions, rationale and actions
1 with easy-to-follow memos that capture
contemporaneous facts.

Educate your team about duplicate funding

U N

and coordinate with other agencies to
understand risks.

3 Designate one point of contact to answer

‘ guestions and coordinate closeout.

4 Request timely closeout and regular meetings
with state and FEMA representatives.

| Employ widely useful virtual tools, but there is

5 no substitute for talking face to face when

working through complex issues.

FEMA provides management costs to applicants and
recipients to help in administering grants. These can be
used to hire employees or consultants who can assist with
the grant closeout process.

LFEMA.gov, Public Assistance Program and Policy Guide, Version 4 (FEMA, 2020).
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EY exists to build a better working world, helping to create long-
term value for clients, people and society and build trust in the
capital markets.

Enabled by data and technology, diverse EY teams in over 150
countries provide trust through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new answers
for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. Information about how EY
collects and uses personal data and a description of the rights individuals
have under data protection legislation are available via ey.com/privacy. EY
member firms do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of Ernst & Young Global
Limited operating in the US.

About EY Forensic & Integrity Services

Embedding integrity into an organization’s strategic vision and day-to-day
operations is critical when managing complex issues of fraud, regulatory
compliance, investigations and business disputes. Our international
team of more than 4,000 forensic and technology professionals helps
leaders balance business objectives and risks, build data-centric ethics
and compliance programs, and ultimately develop a culture of integrity.
We consider your distinct circumstances and needs to assemble the
right multidisciplinary and culturally aligned team for you and your legal
advisors. We strive to bring you the benefits of our leading technology,
deep subject-matter knowledge and broad global sector experience.
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This material has been prepared for general informational purposes only and is not
intended to be relied upon as accounting, tax, legal or other professional advice.

Please refer to your advisors for specific advice.
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