Section 5 — Grants and Cooper ative Agreements

5.1 Arethere actions, beyond standard practice, that agencies must take while planning
for competitive and formula grant awardsunder Recovery Act?

Yes.
(1) Determining Grant Objectives and Evaluation Criteriafor Award

Agencies should structure grants to result in meaningful and measurable outcomes that are
consistent with agency plans and that promote the goals of the Recovery Act. The evaluation
criteriafor award should include those that bear on the measurement and likelihood of achieving
these outcomes, such as, jobs creation and preservation.

(2) Competition

Although the Recovery Act calls on agencies to commence expenditures and activities as quickly
as possible consistent with prudent management, this statement, by itself, does not constitute a
sufficient justification to support award of afederal grant on a non-competitive basis. Agencies
are expected to follow the same laws, principles, procedures, and practicesin awarding
discretionary grants with Recovery Act funds as they do with other funds. Agencies should
review their internal policies with agoal towards promoting competition to the maximum extent
practicable. In conducting this review, agencies may want to consider the appropriateness of
l[imited competitions among existing high-performing projects versus full and open competitions
and formula allocations.

(3) Existing Grants

Ultimately, agencies must determine what award method(s) will allow recipients to commence
expenditures and activities as quickly as possible consistent with prudent management and
statutory requirements. Agencies may consider obligating funds provided under the Recovery
Act on an existing grant, including, but not limited to, a continuation or renewal grant. Because
Recovery Act funds must be tracked and accounted for separately, supplements to existing
agreements are not recommended as there is a greater risk that the grant recipient will be unable
to track and report Recovery Act funds separately. Also, agreements must spell out the
assignment of agency roles and responsibilities to fulfill the unique requirements of the Recovery
Act. Theseinclude, but are not limited to, report development and submission, accurate and
timely data reporting, and special posting requirements to agency web sites and Recovery.gov.

(4) Timeliness of Awards
Agencies need to assess existing processes for awarding formula all ocations and announcing,

evaluating and awarding discretionary grant opportunities to comport with the objective to make
awards timely.
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To enable timeliness of awards, agencies should engage in aggressive outreach to potential
applicants to begin application planning activities, including the process for Central Contractor
Registration (CCR) and obtaining a Dun and Bradstreet Universal Numbering System (DUNS)
number. Outreach can aso include efforts to update and validate existing CCR and DUNS
registration data.

(5) Other Planning Activities

The following activities should also be part of the planning process for Recovery Act grants:

Reguest an expedited “ Recovery Act” Catalog of Federal Domestic Assistance (CFDA)
number for new Recovery Act programs or existing programs for which the Recovery Act
provides for compliance requirements that are significantly different for the Recovery Act
funding;

Provide notification of existing CFDA program descriptions that will be modified during the
next CFDA update cycle to reflect Recovery Act authorities, financial information, etc.;
Work with managers and staff at al levels of the agency so that they can plan and secure the
resources needed to implement the Recovery Act requirements,

Coordinate with agencies with similar grant programs to determine if there are ways to
consolidate resources and efforts during the planning, award, and post-award stages of the
grant cycle; and

Review reporting responsibilities outlined in Section 2 of this Guidance and initiate
necessary planning and implementation.

5.2 Are there actions, beyond standard practice, that agencies must take related to

solicitation and evaluation of competitive grants awarded under Recovery Act?

Yes. Federal agencies must:

Provide information in funding opportunity announcements and award notifications on
Recovery Act-specific reporting requirements.

Within twenty (20) days after enactment of the Recovery Act, agencies shall post funding
opportunity announcements (i.e., “synopses') to Grants.gov. Information about specific
requirements (e.g., use of funds, certification, data reporting, performance measures, etc.)
under the Recovery Act should be in the full funding announcement. The Grants.gov
synopsis shall link to the full announcement on the agency website within thirty (30) days of
enactment. In the interim, the synopsis should link to an agency instruction on when the full
announcement is expected to become available.

Consider weighting selection criteriato favor applicants for assistance with demonstrated
ability to deliver programmatic result and accountability objectivesincluded in Recovery
Act.
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5.3 What aretherequirementsfor use of Grants.gov?

e For “find,” agencies are required to post synopses to Grants.gov, consistent with the
requirements in section 5.2 above.

e For “apply,” agencies should generaly use the “apply” feature of Grants.gov, but may, in
limited circumstances, link from Grants.gov to an on-line application on the agency website.

Agencies who currently use the “apply” function for Grants.gov must consult with OMB prior to
initiating a separate solution for Recovery Act awards.

5.4 AreFederal agencies expected toinitiate additional oversight requirementsfor grants,
such as mandatory field visits or additional case examinations for error
measur ements, to comply with grant rules and regulations?

Yes. Agencies must take steps, beyond standard practice, to initiate additional oversight
mechanisms in order to mitigate the unique implementation risks of the Recovery Act. Ata
minimum, agencies should be prepared to evaluate and demonstrate the effectiveness of standard
monitoring and oversight practices.

(1) Performance Management and Accountability

Agencies must adapt current performance evaluation and review processes to include the ability
to report periodically on completion status of the program or activity, and program and economic
outcomes, consistent with Recovery Act requirements.

Agencies in consultation with the Inspectors General, shall establish procedures to validate the
accuracy of information submitted on a statistical basis and/or risk based approach as approved
by OMB.

(2) Internal Controls Assessment

Consistent with normal practices, agencies must use appropriate internal control assessments to
assess the risk of program waste, fraud, and/or abuse. Using the aforementioned risk
assessments, agencies must have defined strategies, devel oped with input from the Inspector
General for the agency, to prevent or timely detect waste, fraud, or abuse.

Also, consistent with Section 3 of this Guidance, agencies should initiate additional measures, as
appropriate, to address higher risk areas.

5.5 Areagencies expected to comply with existing administrative grantsrequirements?

Yes. Agencies are expected to follow administrative requirements as directed OMB Circular A-
102, Grants and Cooperative Agreements with States and Local Governments, the agency’s
adoption of the grants management common rule; and OMB Circular A-110, Uniform
Administrative Requirements for Grants and Agreements with Institutions of Higher Learning,
Hospitals, and other Non-profit Organizations. (see 2 CFR part 215)



5.6 What audit toolswill be used to drive accountability for Federal awards under the
Recovery Act?

e Non-Federal entities (States, local governments, tribes, and non-profit organizations) are
required by the Single Audit Act Amendments of 1996 (Single Audit) and OMB Circular A-
133 to have an annual audit of their Federal awards (e.g., grant programs).

e Consistent with Section 3 of this Guidance, Federal agencieswill perform arisk analysis of
Recovery Act programs and request OMB to designate any high risk programs as Single
Audit major programs, i.e., programs which must be tested in a particular year.®

e |n addition to single audits, OlGs will use risk assessment techniques where datais available
to identify high risk programs and non-Federal entities to be targeted for priority audits,
inspections, and investigations with faster turnaround reporting.*

e OIGswill perform audits and inspections of their respective agencies awarding, disbursing,
and monitoring of Recovery Act funds to determine whether safeguards exist to for funds to
be used for their intended purposes.

5.7 What stepswill betaken to make Single Audits effective in promoting accountability
of Recovery Act grants.

e OMB will usethe OMB Circular A-133 Compliance Supplement to notify auditors of
compliance requirements which should be tested for Recovery Act awards. OMB will issue
interim updates as necessary to keep Recovery Act requirements current.”

e Officesof Inspectors General (OIGs) will reach out to the auditing profession and provide
technical assistance and training as well as perform quality control reviews to ensure single
audits are properly performed and improper payments and other non-compliance is fully
reported. OIGs will perform follow-up reviews of Single Audit quality with emphasis on
Recovery Act funds and report the results on Recovery.gov.®

2 Entities expending less than $500,000 a year are exempt from Single Audit and a few non-Federal entities are
permitted to have biennia audits under a grandfathering clause.

3 Circular A-133§__.520(c) (2) allows OMB to designate selected Type A programs as major programs. Noticeis
required to be given to the recipient and the auditor 180 days prior to the end of the fiscal year to be audited. This
information can be provided in the A-133 Compliance Supplement, OMB’ s website, and Recovery.gov.

* Single audits normally are not received until at least 9 months after the end of the non-Federal entity’s fiscal year.
OIG audits can be completed and reported on more of areal time basis.

®> The OMB Circular A-133 Compliance Supplement is issued annually to guide the auditor on what compliance
requirements should be tested under Single Audit. OMB will use issue interim updates as necessary to ensure
auditors have adequate guidance on testing Recovery Act funds. Notice will be provided in the April 2009
Compliance Supplement of the interim update process, including where the update will be available.

® It is anticipated that this review will be performed for fiscal years ending between June 30, 2010 and 2011 which
will cover the majority of the Recovery Act awards.
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5.8 How will transparency be provided for theresults of Single Audits?

e For fiscal years ending September 30, 2009 and later, all Single Audit reports filed with the
Federal Audit Clearinghouse (FAC) will be made publicly available on the internet. A link
will be provided from Recovery.gov.’

e Federal agencieswill review Single Audits of Recovery Act funding and provide a synopsis
of audit findings relating to obligations and expenditures of Recovery Act funding.

5.9 Aretheretermsand conditions, beyond standard practice, that must beincluded in
competitive and formula grant agreements under Recovery Act?

Agencies must:

e Usethe agency’s standard award terms and conditions on award notices, where applicable,
unless they conflict with the requirements of the Recovery Act.

e Agencies must ensure receipt of funds is made contingent on recipients meeting the reporting
requirements in Section 1512 of the Act.®

e Ensure that there is an award term or condition requiring first tier subawardees to begin
planning activities, including obtaining a DUNS number (or updating the existing DUNS
record), and registering with the Central Contractor Registration (CCR)®. Prime recipients
and Federal agencies must establish mechanisms to meet Recovery Act data collection
requirements. Agencies should work with prime recipients to ensure that DUNS and CCR
requirements for first tier subawardees are met no later than the first time Recovery Act data
requirements are due.

" The Single Audit Act (31 U.S.C. § 7502(h)) and OMB Circular A-133§ _.320(a) and (d) require non-Federal
entities to file Single Audit reports with the Federal Audit Clearinghouse (FAC). Entities are also required to make
the reports available for public inspection. So in effect, Single Audit reports are public reports. The law does not
require (or prohibit) the FAC from making the reports publicly available. Public access to these reportsis alogical
outgrowth to promote transparency since the FAC is a central repository of al reports and beginning in 2008 reports
arefiled in an electronic format. A current concern with the FAC making the reports publicly available on-lineisa
report may inadvertently include personally identifiable information (PI1). While the reports are currently subject to
the Freedom of Information Act, the FAC sends all FOI requests to the Federal Cognizant agency who is responsible
to review, redact as necessary, and send to the requestor. Currently the FAC has an on-line system for Federal
agencies to access Single Audit reports. There is no current plan as to how the FAC would respond to a FOI request
for the whole data base of reports and ensure Pll is not disclosed. The OMB can direct the FAC to take proactive
steps to ensure Single Audit reports do not include PlI. FAC steps can include: (1) notifying non-Federal entities,
auditors, and Federal agencies that beginning with reports for fiscal years ending 9/30/09 the FAC will make the
reports publicly available and that they should take steps to ensure the reports do not include PII; (2) include
appropriate notices on the FAC website that reports will be made publicly available and therefore non-Federal
entities and their auditors are responsible to ensure the reports do not include Pl1; and (3) use computer assisted
techniques to screen reports for PII.

& OMB will work with the relevant personnel from the Federal community to define a standard term and condition
for all awards related to section 1512 reporting requirements that can be implemented in the short-term. OMB will
also work with agencies to devel op a standard term and condition that aligns to additional accountability
requirements (e.g., prevention of misuse of funds).

° A final decision on the extent to which subawardees will be required to register in CCR will be included in the
final guidance.
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e |Inthe case where the Recovery Act requirement conflicts with an agency’s standard award
term or condition, the agency’ s award term or condition should be modified, as necessary, to
ensure compliance with the Recovery Act requirement. A modification may not be necessary
if the award term and condition is sufficiently rigorous to meet Recovery Act requirements.

e Make clear that that any funding provided through the Recovery Act that is supplemental to
an existing grant is one-time funding.

e Include the 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, subcontractor, or other
person has submitted afalse 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.
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