
OFt'ARTMENTAL GRA:-."T APl'EAL5 B<,lARO 

SUBJECT: New YorK City n~n Dl1'I"E: April 17. 19&5 
Resources AdministrAtion 

Docket No. 83-287 
ACN 02-3506J 
Oecision No. 641 

DECISION 

Ncw York City Human Resou!cel$ Acl.minl.stratl.on (Grilnt..e) 
appealed the disallowance by tha Office of Human ~vt!lopment 

Seevict!s (Agency) ot $925,823 in C08t8 claimed. und.ce 
Geantee's Head Start grant foe the yeae ended January 31, 
1982. Tn itl$ initial beie!, Grllntee conceded that $H,Jl2 
of the disallowed amount was pro~rly disallowed. Arter 
consider ing Grantee's appeal f 11 .. and br ief, the Agen.cy 
rceuced the d1sa1lo~ance to S242,3~3 because ot documents 
tnat had not been submitted to the Agency prev10usly. Only 
two disputed a-auntR remain - QU1c~start Head Stilrt 
(557,693) and Brownsville Cnild Development Center 
1$104,660 I. 

For the reasons d1scussed below, Wt! uphold tne Agency's 
disallowance concerning both head etart centers. 

Quic~start Head Start (557,693) 

Grantee administered New York City's lIead Start program, and 
distributed proqram fundc to 69 facilit1es providing 
llIcrvices, inclUding Quick8tart It@ltd Start. 

Tha Agency disallowed $57,~9J in renovation costs ror 
Ouickstart because the hgency tound that thest! coata were 1n 
excess of the amount bUdgeted for r~novdtion8. Grantce did 
not contelllt the eXi:!itcnee of tht! oVt!eexpend1ture, but argued 
that it :!ihould be ~llowed to use unobligated balances fro~ 

previous years to cover the ovcrexpend1ture. Grant~e made 
separate arguments concern1ng balanc~8 from the year ended 
January 31, 1981 and b<llancll!s frOIll the ~·earfi ended J~nuary 
31, 1977, 1978 and 1979. 

1. Punds from the :tear ended January 31, 1981 

With respect to the year ~nded January 31, 1981, Gr~ntee'8 

poGition .as that (1) in a letter dated Nove~ber ~8, 19&3, 
it reque.l5ted unobliqatcd fundI> trOIll that year be Ulllcd to 
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cove~ the ovecexpenditure in quest~on (whicn was incurred 1n 
Lhe following year), and tne Agency never responded to tnat 
cequest; (2) Grantee wall nut informed by the Ayency that tn", 
unobligated balance had been otherwlse utilized untll 
receiving the Agency's orler 1n thi~ appeal, and (3) since 
Grantee lacked prior notice of the Agency's treatment of tne 
unobligated balance, Grantee shoula therefore be allowed to 
use the unobligated funds to cover the overexpenditure. 

The Agency argued in response that there were no unobllgat:ed 
funds available tram the year cnded January 31. 1981 to use 
to cover the next year's overexpenditures. The Ayen<;y 
indicated that it had reprogcalllllled the unobligated tunds 
from the yea~ ended Janua~y 31, 1981 to the yea~ ended 
Janua~y 31, 1983 befo~e G~antec ~equested that the funds be 
ca~~ied ove~ to covc~ the $57,963 ove~expenditure. The 
Agency provided (1) a notarized affidaVIt of the Uirector of 
the Agency's Office of ~i5ca1 Ope~ations statlng that all 
unobligated funds trom the year ended January 31, 1981 had 
been reprogrammed and were not available for coverlng excess 
costs incurred during the year ended January 31, 1982 dnd 
(2) a copy of a Notice of ~'inancia1 Assistance Awarded dated 
September 30, 1982, for the year ended January 31, 1983 that 
indicated that unobligated funds for the year ended January 
31, 1981 had been reprogrammed to the yea~ ended January 31, 
1983. 

Althougn the Agency's pOSItion may not have been c1 ..a~ until 
it submitted its brief in thi .. appeal, G~antee has had ample 
opportunity since then to demonstrate tbe eXIstence at an 
unob1iqated oa1ance from the year ended January 31, 1981. 
Grantee, however, bas not provi.d"d any evi.d"nce to ..how 
thaL there Wall an unobl iyat..d balance to cove~ the 
overexpcnditurc. Furtbermore, there is pelCsua8iv....vid.. nc.. 
in the record to Indicate that the fund .. had been 
reprogranuned to the year ended January 31, 1983. Thererore, 
we can not conclUde that there are unobligated funds 
available from the year ended January 31, 1981 to cover the 
overexpenditure in question. 

2. Funds from years ended January 31, 1977, 1978 and 1979 

G~antee argued that if it is not allowed to ca~ry ove~ runds 
from the year ended Janua~y 31, 1981, its records show that 
there are unobligated balances tram the years ended January 
31, 1977, January 31, 1978, and Janua~y 31, 1979 to cove~ 

the overexpenditures. Grantee did not provide any specific 
information as to a final or estimated figu~e fo~ these 
unobligated balances. Du~ing a telepnone conference, the 
Agency stated that the request to ca~ry over unob1iyated 
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funds fr~ these yeara had to b@ refused at this t1__ Th.. 
Agency Btat~d that although an audit conducted during 1984 
had tentatIvely ldcntltled unobligated balances for those 
years, the report had not been released In it.5 final form. 
Until that occurs, tnc Agency could not conclude that any 
funds "ere available. 

Crantee has provided no evidenc~ of tne e~lstence at 
positive fund balances, and the Agency nas stated that a 
deterwination of availabIlity of tunds is premature. ftc, 
thcreiore, have no basis to determine that there were 
carryover funds available from the years 1917-1979. 

For the reaaona dlscu8sed above, we uphold the disallowance 
of $57,69) in renovation costs. This deciSion doe8 not. 
preclude the Agency from exercising any di8cr~tion 1t may 
have to alIa...· Grantee to reprOlJrIl.m 1977-79 unobligated 
balances In th~ future ,f it ie determ1ned tnat such 
balances ~xist. V 

Brownsville Ch1ld Develo~nt Center ($164,&601 

1.	 Allo~ability of Costs 

Although the disallowance letter did Dot mention the a&Ount 
that ~as disal10~ed for the 8ro~n~villc racility. lh~ 

parties agreed in tneir briefs that $184.66C in coata were 
disallo~ed. The Agency found that the costs exceeoed cudget 
lines or were considered to ~e unreasonable. unoocumented. 
or unauthori~e(" Grantee nas admitted thaL llie coata 
characteri~ed by the Agency as being in excess Ot budget 
line. unreasonable. or undocumenten were In fact a8 
described by tha Agency. Although Grantee has maintained 
that the costc that the Agency found to be unauthor1zed 
were allowable, it haa not provided documentation of its 
claim. MOreover. rather than argue tne merits of the 
disallowance, Grantee mainta1ned that it could not provide 
a defense because of threc legal proceedings that "'ere 

~I	 Even 1f Grantee had demonstrated that there ...ere unooli ­
gated balances .vailable to cover the overexpenditures, 
the question of wnether th@ Grantee can use any prior 
unobliqat.ed balances to cover the ovcrcxpQnditure", 1S 
purely discr~tionary on the part of the Agency. hith 
regard t.o direct, discretionary proJect progr4111.s (under 
whieh headinq the Head $t..rt program falls). t.he Board 
doeR not have )urisd1ct10n t.o rev,ew Agency 
determinations as to the diSPDS1tion of unObligated 
balances (~45 CPR Pact 16. Appendix A, C.(a)ll)). 
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beIng conducted wIth regard to Brownsville's operation (Bee 
dlSCUSSlon below). The Agency's poSItIon was th"t it was 
Grantee's reBpon&ibility to docu~nt that the expenditures 
were authorized and allowable, and that Grantee had not 
fulfilled its respOnsibilIty. 

Grantee has an initial burden to document th&so:' C08tS and 
show that the claim for reimbursemenL is iJI:Oper. In order 
to claim costs under" griOnt ..,rO<,jcam, the grantea LUl.lst ..how 
that the costs ilre necessary and reasonable rOt the 
administration of the grant program, are allocable to the 
program, and are Incurred for the benefit of the program, 
Grantees are reqUIred to make and tetalo records of 
ex~ndlturea, and support theae records WIth source 
documentatIon. The Board bas found tnat ·(tlhe8~ prQV1S10ns 
clearly place the burden of establishing allowaoility Or 
costa on the grantee." (Neighborhood Services Dcp~rtment. 

DecislOn No. 110. July 15. 19:60) The Board haA found the 
requircm8nt to doe~ent costs to be a fundamental principle 
of grant ~nage.ent. (Head Start of New Hanover County. 
Inc. Decuion No. 65. September 26, 1979) 

The Grantee here clearly ha~ failed to mect ita burden of 
documentation with respect to costs which were disallowed as 
unu!-ssonable, undocumented Or unauthorized. heeordingly. we 
conclude that the dillallowance of these costs mURt be 
upheld. 

During the proceeding. tht> Board ralsed an additional 
question concerning costs disallowed because they vere -In 
excellll of budget line.- Thc Board allk~d the Agency wnether. 
in light of budget fleXlbllity afforded grantees. unezpcnded 
fundll frc. other aegments Or Crant~e'~ Operstlon 1Il1ght be 
used to cover the budget line overexpendituroll at 
Brownsville. The Agency responced that Grantee Should not 
be allowed to rebudget funds under these ClrculIlstances 
because Grantee had failed to docu~nt the allowability of 
the ~o'te comprlsing the overexpenditures. Slnee the 
allowability of the8~ expenditures could not be established, 
no unused funds could be rebudg~t~d to cover them. 

Wc agree with the Agency that since Grantee haa not 
documented the al10wabillty of the budget 11ne 
overexpendltuces at Brownsville, there lS no baSls for 
Grantee to use any unexpt>nded funds to cover th~se 

overexpendlturee. 

On the baSls Or the foregoing. theccrorc, we conclude that 
the hgency acted appropriately wnen lt dlsallowed tne co'~s 

tor BrOwnsville. 
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2. Gr~n~@e'8 R~ue5t that our Decision be Delayed 

Grantee Maintained that it could not provide a defense tor 
the .11o~ability of these coata bec.~se of • proceeding in 
bankruptcy court relating to Brown~vil1e and two 
investigation. into Brownsville'. operations being conducted 
by New ~ork City. Therefore, Grant~e requested the Board 
delay rendering a decision in this appeal. 

Grantee. however, prOVided no legal authority which would 
justify delaying a decision under these circumstances. 
Further, Grante~ failed to demonstrate that a dec1sion in 
this ca8e would 1n tact adversely affect the Other 
proceedings or that the other proceedings made It i~POSSlblc 

to defend ita position here. 

Grantee stated that It had a clal~ ag~ln~t Bro_naville 1n 
ba~kruptcy court and was concern~d that ~ny poS1t1on it too~ 

in this appeal ~ould adversely affect tne other proceedinga. 
Grantee. however, fail ..d to prov1de Jlny legal or factual 
basis in Rupporl of ita alleged eone~rn. and we are unaware 
of any r~ason why a deClsion here would cOmprO~lae Grantee's 
claim against Brownsville in bankruptcy court. 

Grantec ,,1&0 slated that the New York City Uiatrict 
Attorney's offic~ may be conduetin9 a criminal 1nvestigation 
into BrOWnliVille's operatlon. While Grantee h/l.s stated 
that the District Attorn~Y'li office may be conducting an 
inve&tigation. it never stated t.hat "'n investigation was 
act.ually in progrc&s or why such a proceeding vould call for 
a delay in t.he Board's decision-making process. In any 
event, the Distr1ct Attorney's inveatigat10n would seea t.o 
involve only tne possibilit.y of bring1ng crimlnal charges 
and would not affect the Grantee's obli9ation to the Agency. 

Finally, Grantee argued that th.. New York City Department of 
Tnv~atigations, as part of it.a investigation of Brownsvill~, 

had taken Brownsville's records into its possession and 
Grantee has not been able to CXamlnp. RrownHville's recorda 
to refute Llle Ag~ncy's disallowance. Althougn Crantee haSl 
acgued that it could not obtain r~cords. it nal not pcovidEld 
any evidence that it n~d attempted to Obtain th~ c~cordH tor 
copies of the records) and was rerused permission, nor has 
It. ellplalned whether it had retained eopielll. and, if not, 
why_ 

Thererorc. tne Grantee has not. prov1ded tIlt" &.lard w1tn any 
reason to d~lll.Y 1ts decision bas~d on tne pendency of these 
proceedinq,s. 
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CONCLUSiON 

For the reasons discussed abov~ we uphold the dlsallowance 
in this appeal. 


