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Interim Guidance on Cost Review of Grants/Performance Partnership Grants
Awarded under 40 CFER Part 35 Subpart A

In June 2005, the State-EPA Grants Workgroup issued findings and
recommendations regarding the timeliness of grant awards to States under 40 CFR Part
35 Subpart A. The Workgroup found, among other things, that EPA did not have a
consistent approach to performing cost reviews for program grants/Performance
Partnership grants (PPGs), and recommended the Agency clarify the application of cost
review requirements to these grants.

In response to the Workgroup report, the Office of ebarment (OGD)
evaluated the Agency’s cost-review procedures for Part
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| controls exist, EPA may properly limit the scope of its review
of proposed personngliand travel costs. For example, a personnel system that
distributes labor based on time/actual activity is considered to have adequate internal
controls. A travel system includes adequate internal controls if travel is approved in
advance, there are limitations on allowable travel costs, including per diem caps, and
the system enforces those limits, and travel vouchers are used to liquidate obligations.

The systems-based approach, with review of budget requests against the
previous year’s budget request, applies as follows:
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» This cost-review approach applies to all program and PPG awards made under
40 CFR Part 35, Subpart A, where the recipient has an established, on-going
grant relationship with EPA and has adequate internal controls in its personnel
and travel management systems. Therefore, this guidance is applicable to
applications from a State, local, or intergovernmental agency seeking Subpart A
program grants and PPGs.

This approach also applies to specific non-Subpart A awards where the same on-
going, continuing environmental program grant relationship exists between EPA
and the applicant (e.g., Chesapeake Bay Program State @rants, State Beach
Monitoring and Notification Development Grants). OGD
comprehensive list of these programs.
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» The applicant must provide a budget for each year of the project. For instances
where an applicant is seeking a multi-year project period, the budget must be
broken down by year; a single, lump sum, multi-year budget is not eligible for
review under this guidance. Updated annual budgets for multi-year project
period will be accepted with subsequent funding requests and the 10% rule will
be applied to each annual budget. When an applicant does not provide a budget
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for each year of the project, the personnel and travel costs must be evaluated in
the same manner as project grants (see GPI-00-05).

The procedure for applying this guidance is as follows:
> If the Region accepts the assurance, its cost review of the personnel and travel

categories will be limited to comparing the current budget request with the
previous year’'s budget request for those categories.
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The initia icati after the effective date of this guidance will be reviewed
and compared t i year’s application request (at the personnel and travel
category level).

There are three §Cenarios where additional guidance is warranted. The first is how
to add a program to a PPG. The second is how to sever a program from a PPG. The
third is how to handle competitive Subpart A awards.

Adding to a PPG

For applications that propose to add programs to an existing PPG or create a new
PPG, the previous year’s budget request may be determined by adding last year’'s
budget of the new program(s) to last year’s budget of the PPG or other included
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program(s). This total will be the previous year’s “application request” for evaluation
purposes.

Example: Adding to a PPG

PREVIOUS YEAR'S BUDGETS COMPARE TO
PPG RCRA
375,000 75,000 Personnel 450,000
20,000 10,000 Travel 30,000

Severing a Program from a PPG
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INTERIM 3-5-07

Sample Internal Controls Assurances

For First Year

The systems and procedures used by (Name of Applicant), for travel and
personnel, meet all requirements set forth by (Name of State, commonwealth or
organization) and provide necessary and appropriate internal controls in accordance
with EPA guidance. Further, the state systems and procedures provide an accurate
assessment and record of our personnel and travel costs and expenditures.

For Subsequent Years Where Systems Have Changed

Any changes to these systems and procedures m

to continue to provide an accurate assessment a
costs and expenditures.

Assurances should be signed and dated b
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