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FOREWORD

Foreword

The Office of Justice Programs (OJP) provides Federal leadership in developing the nation’s
capacity to prevent and control crime, administer justice, and assist crime victims. The Office of
the Comptroller (OC) provides policy guidance, control, and support services to OJP’s Program
Oftices and Bureaus in accounting and the financial management of grants. In addition, OC also
provides the following services: (1) technical assistance to OJP grantees; (2) financial monitoring
of grantees; and (3) audit tracking and audit resolution Department of Justice-wide.

The OJP Financial Guide serves as a primary reference manual to assist award recipients in fulfill-
ing their fiduciary responsibility to safeguard grant funds and ensure funds are used for the pur-
poses for which they were awarded. The Guide should serve as a day-to-day management tool
for OJP award recipients and may also be used by subrecipients in administering their grant pro-
grams. The provisions of the guide apply to all grantor agency awards.

For additional information on grants management, please visit the OMB website address,
http://www.whitehouse.gov/OMB/grants/index.html to obtain copies of current circulars and
common rules.

We are pleased to respond to any questions not covered by this guide and welcome suggestions to
improve the utility of the guide and its content. Please feel free to contact OC’s Customer
Service Center at 1-800-458-0786 with any financial management questions or suggested revi-
sions. In addition, questions and comments can also be directed to OC via e-mail at
askoc@ojp.usdoj.gov.

Cynthia J. Schwimer
Comptroller
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PART I  CHAPTER 1: USERS

Chapter 1: Users

HIGHLIGHTS OF CHAPTER::

* Direct Recipients
* Subrecipients

* Individuals

* Contractors



PART I CHAPTER 1: USERS

This document is provided for the use of all recipients and their subrecipients of Federal grant
programs administered by the Office of Justice Programs (OJP). This Guide is to serve as the pri-
mary reference for financial management and grants administration. Specific organizations and
individuals that are to use this Guide include:

DIRECT RECIPIENTS

Block, formula, and discretionary recipients shall adhere to the provisions of this Guide.
Programmatic and technical requirements for block, formula, and discretionary recipients are con-
tained in the program guidelines.

SUBRECIPIENTS

Units of government and other organizations receiving Federal financial assistance from the State
shall adhere to applicable State laws and procedures. The circulars and government-wide common
rules specific to that organization-type should also apply.

INDIVIDUALS

Individuals from the above organizations who may use this Guide include: administrators, finan-
cial management specialists, grants management specialists, accountants, and auditors. These indi-
viduals are to use the Guide as their financial policy reference in executing their duties under
agency-funded programs and projects. Additionally, the document is structured to serve as a train-
ing manual for new employees.

CONTRACTORS

This Guide is not for the direct use of contractors. However, direct recipients should ensure that
monitoring of organizations under contract to them is performed in a manner that will ensure
compliance with their overall financial management requirements.
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Chapter 2: Circulars and Common Rules

HIGHLIGHTS OF CHAPTER:

e OMB Circulars
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PART I CHAPTER 2: CIRCULARS AND COMMON RULES

This Guide incorporates by reference the provisions of the Office of Management and Budget
(OMB) circulars and government-wide common rules applicable to grants and cooperative
agreements. These circulars and common rules include the following:

OMB CIRCULARS

Administrative Requirements:

OMB Circular A-102 “Grants and Cooperative Agreements with State and Local Governments,”
revised October 7, 1994.

OMB Circular A-110 “Uniform Administrative R equirements for Grants and Agreements With
Institutions of Higher Education, Hospitals and Other Non-Profit
Organizations,” revised November 19, 1993 (codified at 28 CFR Part 70).

Cost Principles:

OMB Circular A-21  “Cost Principles for Educational Institutions,” revised April 26, 1996 (codi-
fied at 28 CFR Part 66, by reference).

OMB Circular A-87 “Cost Principles for State, Local, and Indian Tribal Governments,” revised
May 4, 1995 (codified at 28 CFR Part 66, by reference).

OMB Circular A-122 “Cost Principles for Nonprofit Organizations,” revised May 8, 1997 (codi-
fied at 28 CFR Part 66, by reference).

Audit Requirements:

—

OMB Circular A-133 “Audits of States, Local Governments and Nonprofit Institutions,” revised
June 30, 1997 (codified at CFR Part 66 & Part 70).

GOVERNMENT-WIDE COMMON RULES
“Uniform Administrative Requirements for Grants and Cooperative Agreements with
State and Local Units of Governments,” dated March 11, 1988 (codified at 28 CFR Part

66). (Grants Management Common Rule for State and Local Units of Governments.)

“Government-wide Debarment and Suspension (Nonprocurement) and Government-
wide Requirements for Drug-free Workplace (Grants)” (codified at 28 CFR Part 67).

“New Restrictions on Lobbying™ (codified at 28 CFR Part 69).

For additional information on grants management and to obtain copies of current circulars and
common rules, please visit the OMB website at www.whitehouse.gov/OMB/grants/index.html.
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Chapter 3: Conflicts of Interest

HIGHLIGHTS OF CHAPTER:

* Advice
* Appearance



PARTI CHAPTER 3: CONFLICTS OF INTEREST

Personnel and other officials connected with agency-funded programs shall adhere to the follow-
ing requirements:

ADVICE

No official or employee of a State or unit of local government or a non-governmental
recipient/subrecipient shall participate personally through decisions, approval, disapproval, recom-
mendation, the rendering of advice, investigation, or otherwise in any proceeding, application,
request for a ruling or other determination, contract, award, cooperative agreement, claim, contro-
versy, or other particular matter in which award funds (including program income or other funds
generated by Federally funded activities) are used, where to his/her knowledge, he/she or his/her
immediate family, partners, organization other than a public agency in which he/she is serving as
an officer, director, trustee, partner, or employee, or any person or organization with whom
he/she is negotiating or has any arrangement concerning prospective employment, has a financial
interest, or has less than an arm’-length transaction.

APPEARANCE

In the use of agency project funds, officials or employees of State or local units of government
and non-governmental recipient/subrecipients shall avoid any action which might result in, or
create the appearance of:

»  Using his or her official position for private gain;

* Giving preferential treatment to any person;

* Losing complete independence or impartiality;

* Making an official decision outside official channels; or

» Affecting adversely the confidence of the public in the integrity of the government or the
program.

For example, where a recipient of federal funds makes sub-awards under any competitive
process and an actual conflict or an appearance of a conflict of interest exists, the person for
whom the actual or apparent conflict of interest exists should recuse him-~ or herself not only
from reviewing the application for which the conflict exists, but also from the evaluation of all
competing applications. ’
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PART I CHAPTER 1: APPLICATION PROCESS

Chapter 1: Application Process

HIGHLIGHTS OF CHAPTER:

» Eligible Recipients

* Program Announcements

* Certified Assurances (Non-Discrimination Requirements)
* Intergovernmental Review

* Application Review

* Federal Debt (OMB Circular A-129)

*  Financial Analysis .

* Debarment and Suspension Certification

*  Drug-Free Workplace Certification

* Lobbying Certification

* Seat Belt Use by Government Contractors, Subcontractors, and Grantees
» Tribal Eligibility—Government Discount Airfare

* Policy on Making Awards
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PART II CHAPTER 1: APPLICATION PROCESS

ELIGIBLE RECIPIENTS

Block and formula grants may be awarded to States or units of local government and non-profit
organizations, based upon statutory authority. (See appropriate program guidelines for eligibility.)
Discretionary awards may be awarded to States, units of local government, Indian tribes and tribal
organizations, individuals, educational institutions, hospitals, and private non-profit and private
commercial organizations (if legislation allows) at the discretion of the awarding agency.

PROGRAM ANNOUNCEMENTS

Programmatic and technical requirements relating to block and formula grant applications are
contained in block and formula grant guidelines available from the awarding agency. The award-
ing agency announces the programs which it has developed for funding under its discretionary
award program in the Federal Register. A compilation of available assistance programs may also be
found in the Catalog of Federal Domestic Assistance (CFDA) published by the U. S. General
Services Administration.

CERTIFIED ASSURANCES (NON-DISCRIMINATION REQUIREMENTS)

Applicants must assure and certify that they comply, and assure the compliance of their subrecipi-
ents, with all applicable civil rights non-discrimination requirements as set forth on the OJP
Assurances Form 4000/3 (Attachment to SF 424).

In the event that a Federal or State court or Federal or State administrative agency makes a find-
ing of discrimination after a due process hearing on the grounds of race, color, national origin,
sex, or disability against a recipient of Federal funds, or any subgrantee or contractor of that
recipient, a copy of such findings must be forwarded to the Office for Civil Rights, Office of
Justice Programs.

All recipients and their subrecipients must also provide the Office for Civil Rights with an Equal
Opportunity Plan, if required to maintain one, where the award is $500,000 or more.

INTERGOVERNMENTAL REVIEW

If the State has established a process for the review of Federal programs and activities eligible
under Executive Order 12372 and a particular program has been selected for review by the State,
applicants for the program must submit a copy of their application to the State “single point of
contact” (SPOC) prior to or at the same time that the application is submitted to the awarding
agency. Additional information concerning this requirement is contained in the individual pro-
gram announcements.

NOTE: The awarding agency is required to assure that awards meet certain legislative, regulatory,
and administrative requirements. This agency’s policy is to provide assurance that awards are only
for allowable, allocable, fair, and reasonable costs. Awards must be made only to eligible recipients.
Applicants must possess the responsibility, financial management, fiscal integrity, and financial
capability necessary to adequately and appropriately administer Federal funds. The awarding
agency follows the requirements stipulated in the administrative requirements for grants and
agreements that are codified at 28 CFR Part 66 and 28 CFR Part 70. In complying with these
requirements, the awarding agency will perform the following procedure.

12



PART II CHAPTER 1: APPLICATION PROCESS

APPLICATION REVIEW

An examination of the Application for Federal Assistance (SF 424) is conducted to determine:

1. Type of Applicant. An example is a new applicant (organizations that have not had an
active award within the last two fiscal years, not-for-profit (NPO), for-profit, State, or local
unit of government, etc.).

2. High Risk Applicant. The awarding agency will obtain credit reports before making awards
to new or high risk recipients (except State and local governments, including public colleges,
universities, hospitals, or Federally recognized Indian tribal governments). Also, the awarding
agency shall obtain credit reports on any applicant when there is reason to believe that perfor-
mance is substandard or there is evidence of financial irregularities. When an applicant is con-
sidered high risk by an agency, then all other like agencies must also consider the applicant
high risk. For example, if BJA were to consider an applicant high risk and require progress
reports be submitted more frequently, then other agencies, such as OJJDP or OVC, must also
consider the applicant high risk.

3. Accuracy of Taxpayer Identification Number (TIN). This number includes the social
security numbers (SSN) for individuals or employer identification numbers (EIN)" for busi-
ness entities, which are used to identify our customers.

4. Applicant Federal Debt. The SF 424 includes a question about whether there is Federal
debt. That question applies to the organization requesting the financial assistance, not the per-
son who signs the application as the authorized representative of the organization. Categories
of debt include delinquent audit disallowances, loans, and taxes.

5. Financial Capability. When the applicant is a non-governmental entity and if there has been
no recent history with OJP, a financial capability questionnaire will be provided to the appli-
cant. This questionnaire should be submitted to the awarding agency before the award is made.

FEDERAL DEBT (OMB CIRCULAR A-129)

The awarding agency holds recipients accountable for any overpayment, audit disallowances, or
any other breach of award that results in a debt owed to the Federal government. The Debt
Collection Act of 1996 states that if, after written notification, grantee payments continue to be
delinquent, the debt will be referred to a collection agency for further action. The awarding
agency shall apply interest, penalties, and administrative costs to a delinquent debt owed by a
debtor pursuant to the Federal Claims Collection Standards and OMB Circular A-129.

1. The awarding agency uses the SSN or EIN to track awards. There is no relationship to the Social
Security Administration or the Internal Revenue Service. In certain circumstances, an arbitrary EIN will be
assigned, e.g., awards made directly to subunits of government which need an identifier distinct from that of
their parent agency.

13



PART II CHAPTER 1: APPLICATION PROCESS

FINANCIAL ANALYSIS

The analysis of project applications includes:

1.

Performing a cost analysis of each project application considered for funding by the awarding
agency. Cost analysis includes obtaining cost breakdowns, verifying cost data, evaluating spe-
cific elements of costs, and examining data to determine the necessity, reasonableness, allowa-
bility, allocability, and appropriateness of the proposed cost. The form and extent of such an
analysis will be determined by the awarding agency.

Accepting current indirect cost rates approved by the Department of Justice, or rates approved
by other Federal agencies. If applicants do not have an approved rate, they must submit an
indirect cost proposal to their cognizant Federal agency.

Determining the adequacy of the applicant’s accounting system and operations to ensure that
Federal funds, if awarded, will be expended in a judicious manner. Where a non-governmental
applicant (except public colleges, universities, and hospitals) has never received an award, the
organization’s accounting system should be reviewed prior to award or within a reasonable
time thereafter to assure its adequacy and acceptability. This review should also apply where
known financial or management deficiencies exist. The results of the review will determine
the action to be taken by the awarding agency with regard to the award. Where an applicant
has had prior awards, outstanding audit issues and delinquent audit, financial, or progress
reports must be resolved prior to awarding additional discretionary funds.

Reviewing credit reports, delinquency status of Federal debt, and other prescreening informa-
tion. The awarding agency will take such information into account when considering the
application for award.

DEBARMENT AND SUSPENSION CERTIFICATION

This certification must be completed prior to recommendation for or against an award. The
government-wide common rule for debarment and suspension and drug-free workplace,
28 CFR Part 67, provides guidance on requirements that recipients shall meet in order to
receive Federal funds.

14

Title 28 of the Code of Federal Regulations (CFR), Part 67, provides that executive depart-
ments and agencies shall participate in a system for debarment and suspension from programs
and activities involving Federal financial and non-financial assistance and benefits. Debarment
or suspension of a participant in a program by one agency has government-wide effect. It is
the policy of the Federal government to conduct business only with responsible persons, and
these guidelines will assist agencies in carrying out this policy.

Certification Regarding Debarment, Suspension, Ineligibility, and Other Responsibility
Matters—Primary Covered Transactions (OJP Form 4061/2 or like form). Certifications must
be completed and submitted by recipients of discretionary awards to the awarding agency’s
program offices during the application stage. Block/formula recipients are exempt from sub-
mission of this certification but are responsible for monitoring subrecipient submissions of the
lower tier certification (OJP Form 4061/1) and for maintaining them at the State level.



PART II CHAPTER 1: APPLICATION PROCESS

3. Certification Regarding Debarment, Suspension, Ineligibility, and Voluntary Exclusion—
Lower Tier Covered Transactions (OJP Form 4061/1 or like form). This requirement includes
persons, corporations, etc. that have critical influence on or substantive control over the
award. The direct recipient will be responsible for monitoring the submission and maintaining
the official subrecipient certifications.

In summary, the debarment and suspension common rule requires that both recipients and their
subrecipients certify they will comply with the debarment and suspension common rule.
Subcontractors are not required to certify if their subaward is less than $100,000.

DRUG-FREE WORKPLACE CERTIFICATION

This certification must be submitted prior to recommendation for or against an award. The
government-wide common rule for debarment and suspension and drug-free workplace, 28
CFR Part 67, provides guidance on requirements that recipients shall meet in order to receive
Federal funds.

Subpart F of 28 CFR Part 67 implements the statutory requirements of the Drug-Free Workplace
Act of 1989. All recipients receiving awards from any Federal agency shall certify to that agency
that they will maintain a drug-free workplace, or, in the case of a recipient who is an individual,
certify to the agency that his or her conduct of award activity will be drug-free. If a recipient
makes a false certification, the recipient is subject to suspension, termination, and debarment.

1. The State agency responsible for administering the block/formula award shall submit a drug-
free workplace certification to the awarding agency and shall be responsible for obtaining a
drug-free workplace certification from each State agency that is subawarded funds.
Subrecipients that are not State agencies are not required to submit a drug-free workplace
certification.

2. A recipient is required to make the required certification for each award. The one exception
to this rule is that a recipient which is a State, including a State agency, may elect to make a
single annual certification to each awarding agency from which it obtains awards, rather than
making a separate certification for each award or workplace. Only one such annual certifica-
tion needs to be made to each Federal agency which will cover all of that State agency’s
workplaces.

3. There are two different certifications: one for individuals and one for organizations. The indi-
vidual recipient certifies that he or she will not engage in the unlawful manufacture, distribu-
tion, dispensation, possession, or use of a controlled substance in conducting any activity with
the award. The organizational recipient certifies that it will provide a drug-free workplace by:

a. Publishing a statement notifying employees that the unlawful manufacture, distribution,
dispensing, possession, or use of a controlled substance is prohibited in the recipient’s
workplace and specifying the actions that will be taken against employees for violation of
such prohibition.

15



PART II CHAPTER 1: APPLICATION PROCESS

b. Establishing a drug-free awareness program to inform employees about:
(1) The dangers of drug abuse in the workplace;
(2) The recipient’s policy of maintaining a drug-free workplace;
(3) Any available drug counseling, rehabilitation, and employee assistance programs; and

(4) The penalties that may be imposed upon employees for drug abuse violations occur-
ring in the workplace.

c. Making it a requirement that each employee to be engaged in the performance of the
award be given a copy of the employer’s statement about drugs in the workplace.

d. Notifying the employee that, as a condition of employment under the award, the
employee will:

(1) Abide by the terms of the statement; and

(2) Notify the employer of any criminal drug statute conviction for a violation occurring
in the workplace not later than five days after such conviction.

e. Notifying the awarding agency within ten days after receiving notice from an employee
or otherwise receiving actual notice of such conviction.

f. Taking one of the following actions, within 30 days of receiving notice, with respect to
any employee who is so convicted:

(1) Taking appropriate personnel action against such an employee, up to and including
termination; or

(2) Requiring such employee to participate satisfactorily in a drug abuse assistance or
rehabilitation program approved for such purposes by a Federal, State, or local health,
law enforcement, or other appropriate agency.

g. Making a good faith effort to continue to maintain a drug-free workplace.

In summary, the drug-free workplace common rule requires that ONLY direct recipients of
Federal awards certify they will comply with the drug-free workplace common rule. There is no
dollar threshold for certification.

LOBBYING CERTIFICATION

This certification must be submitted prior to recommendation for or against an award. The
Department of Justice’s (DQOJ) codification of the government-wide common rule for restrictions
on lobbying, 28 CFR Part 69, provides guidance on requirements that recipients shall meet in
order to receive Federal funds.

16



PART I  CHAPTER 1: APPLICATION PROCESS

The following restrictions on lobbying are applicable to all recipients and subrecipients. Interim
Final Guidance for New Restrictions on Lobbying was published in the Federal Register in
December 1989.The Lobbying Disclosure Act of 1995 included amendments that have an impact
on the guidance provided in 1989. Per 31 USC 1352, the restrictions on lobbying are as follows:

1.

No Federally appropriated funds may be expended by the recipient of a Federal award, cooper-
ative agreement, or contract to pay a person for influencing or attempting to influence an offi-
cer or employee of any agency, a member of Congress, an officer or employee of Congress, or
an employee of a member of Congress in connection with any of the following covered
Federal actions: the awarding of any Federal contract; the making of any Federal grant; the
entering into of any cooperative agreement; and the extension, continuation, renewal, amend-
ment, or modification of any Federal contract, grant, or cooperative agreement.

Each person who requests or receives from an agency an initial Federal contract, award, or coop-
erative agreement (including subcontracts, subawards, and contracts under cooperative agree-
ments) exceeding $100,000 shall file with that agency a certification regarding lobbying. The
certification shall be submitted to the agency making the award. Each person is certifying that:

a. He/she has not made, and will not make, any payment for a lobbying activity.

b. If any non-Federal funds have been paid or will be paid to any person, he/she will com-
plete and submit a “Disclosure of Lobbying Activities” form (Disclosure Form).

c. The language of this certification will be included in his/her award documents for all
subawards at all tiers (including subcontracts, subawards and contracts under awards, and
cooperative agreements), and all subrecipients shall certify and disclose accordingly.

d. Each person, if applicable, shall submit the Disclosure Form to the agency making the award.
The recipient or subrecipient is responsible for reporting lobbying activities of its employees
if the employee’s tenure is less than 130 working days within one year immediately preced-
ing the date of the recipient’s or subrecipient’s application or proposal submission.

e. A subrecipient who requests or receives Federal funds exceeding $100,000 shall be
required to file with the agency making the award a certification and a Disclosure Form,
if applicable. All certifications shall be maintained by the agency making the award and all
Disclosure Forms shall be forwarded from tier to tier until received by the Federal agency
making the award. That agency shall forward all Disclosure Forms to the awarding agency.
The Disclosure Form shall contain the following information:

(1) Name and address of reporting entity;
(2) Federal program name;
(3) Federal award number;

(4) Federal award amount; and

~ (5) Name and address of lobbying registrant.
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3. The above requirements DO NOT apply to Federally recognized Indian tribes, or tribal
organizations, or any other Indian organization with respect to expenditures specifically per-
mitted by other Federal law.

4. Each person shall file a Disclosure Form at the end of each calendar quarter in which there
occurs any event that requires disclosure or that materially affects the accuracy of the infor-
mation contained in any Disclosure Form previously filed by such persons. Examples of such
events are: :

a. A cumulative increase of $25,000 or more in the amount paid or expected to be paid for
influencing or attempting to influence a covered Federal action;

b. A change in the person(s) or individual(s) influencing or attempting to influence a cov-
ered Federal action; or

c. A change in the officer(s), employee(s), or member(s) contacted to influence or attempt to
influence a covered Federal action.

5. Penalties and enforcement of lobbying restrictions shall be as follows:

a. Any person who makes an expenditure prohibited by the New Restrictions on Lobbying
shall be subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such expenditure.

b. Any person who fails to file or amend the Disclosure Form to be filed or amended, if
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