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This directive establishes policy, procedures,
and general guidelines for grants awarded by

the Commonwealth.

1. PURPOSE. To provide standard policy,
procedures, and general guidelines to ensure
adequate management controls, accountability, and
uniformity for all grants awarded by the Common-
wealth.

2. SCOPE. Applies to all departments, boards,
councils, and commissions under the Governor's
jurisdiction (hereinafter referred to as agencies),
regardless of the source of funds, unless other-
wise provided for by law or in a separate Manage-
ment Directive. Independent agencies are encour-
aged to follow this directive or adopt similar proce-
dures.

3. OBJECTIVE. To provide general guidance on
awarding and administering grants.

4. DEFINITIONS.

a. Budget. A detailed spending plan that
delineates, by line item, all permissible categories
of expenditure with the respective dollar amounts
for each category. The budget must support the
Scope of Work/Statement of Purpose.

b. Catalog of Federal Domestic Assistance
(CFDA) Number. The five-digit program identifi-
cation number identified in the CFDA. The first
two digits identify the federal department or agency
that administers the program. The last three dig-
its identify the program number.
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c. Enabling Legislation. An act that pro-
vides a Commonwealth agency with the authority
to award and administer funds for a particular grant
program.

d. Grant. A commitment of funds and pro-
grammatic authority by a state agency serving as
the grantor to an outside entity (e.g., local govern-
ment, school district, individual, nonprofit organiza-
tion, or service provider) for the purpose of carry-
ing out public policy and/or implementing program
service delivery. A grant differs most importantly
from other agency procurements in that the grantor
does not receive specific goods or services.

e. Grantee. The entity that contracts with the
state agency to receive grant funding to implement
the grant purpose.

f. Grant Agreement. A legally binding
agreement between grantor and grantee/subgrantee
which delineates all terms and conditions of a par-
ticular grant.

g. Grant Agreement Period. The period of
time for which grant funds are authorized and grant
purposes are to be met.

h. Grantor. The state agency administering
either state or federal funds.
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i. Program Guidelines/Program Policy/
Statement of Policy. Agency developed docu-
mentation governing the solicitation, review, and
award process for a particular grant program.
Documentation could include, but not be limited
to, the grant agreement, payment terms (eligible
expenditures), reporting requirements, audit com-
pliance issues, and changes/amendments to project
scope.

j. Reimbursement/Invoice Basis. Payment
based on submission of a request for reimburse-
ment after cash expenditures have been made.

k. Scope of Work/Statement of Purpose.
That portion of a grant agreement which contains a
detailed description of the grantee's/subgrantee's
obligations under the agreement.

.  Subgrantee. The entity that contracts with
the grantee to receive grant funding to implement
the grant purpose.

5. POLICY.

a. Act 57 of 1998, the Commonwealth Pro-
curement Code, transferred the responsibility for
the procurement of services to the Department of
General Services. Section 102 (f) of Act 57 of
1998 states that the Procurement Code does not
apply to grants.

b. The Office of the Budget is responsible for
implementing grant management policies and
procedures. Normally, grants will be handled on
the basis of procedures established by an agency
in accordance with federal or state law or regula-
tions. Agencies are encouraged to develop their
own specific grant procedures. The agency's
comptroller will approve new grant procedures as
well as changes to existing procedures.

An agency's grant procedures must gov-
ern all aspects of the grant program including, but
not limited to: the solicitation, review, and award
process; application procedures; method of pay-
ment; eligible expenditures; reporting/auditing
requirements; record retention; and changes/
amendments. When no procedures are in place
to implement grant programs or if the enabling leg-
islation does not provide sufficient provisions for
solicitation, award and administration of grant
funds, then the procedures in this directive must
be followed.

c. Unless otherwise provided by law, the grant
agreement period may be a maximum of five years,
including any extensions or options to renew.

d. Upon written request from an agency, the
Secretary of the Budget, or designee, may grant a
waiver from any requirement in this directive.

6. RESPONSIBILITIES.

a. Agency Heads will have primary responsi-
bility for ensuring that grant actions of their agen-
cies are in compliance with enabling legislation and
issuances of the Directives Management System.
This includes ensuring that responsibilities for grant
functions are assigned to specific individuals and
agency policies/procedures pertaining to the grant
process are developed and coordinated with their
agency comptroller. Agency Heads or designees
will provide the Comptroller with the opportunity to
participate on proposal evaluation committees as a
voting or nonvoting member at the option of the
comptroller where grants are awarded on a com-
petitive basis.

b. Agency Counsels will:

(1) Review and where delegated the
authority or where authorized by law, approve for
form and legality, all grant agreements entered into
by their respective agencies. Such review shall
go to the statutory authority or other legal authority
of the Commonwealth agency to enter into such
grant agreements, the legality of the provisions of
the grant agreement, and the form and manner of
execution of the grant agreement.

(2) Identify grant agreements requiring
review by the Office of General Counsel and the
Attorney General and provide for those reviews.

(3) Provide assistance to their agency in
all legal matters surrounding grantee/subgrantee
performance.

c. Agency Comptrollers will;
(1) Review and approve new and changes
to existing agency grant procedures (including, but

not limited to, program guidelines, statements of
policy, etc.).
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(2) Participate, at their option, on pro-
posal evaluation review committees where grants
are awarded on a competitive basis.

(3) Review and approve all grant agree-
ments for fiscal responsibility, budgetary appro-
priateness, availability of funds, reasonableness
and propriety, adherence to laws (enabling legisla-
tion) and compliance with fiscal/program guidelines
and statements of policy.

(4) Assist and coordinate with agencies
regarding procedures for requesting and process-
ing pre-encumbrances/encumbrances for grant
agreements.

d. Office of General Counsel will review and
approve grant agreements referred from agency
counsel for form and legality.

e. Office of Attorney General will review and
approve grant agreements referred from agency
counsel for form and legality.

f. Department of General Services, Vendor
Information and Support Division, Bureau of
Purchases will receive and process for publication
information about grants to be awarded on a com-
petitive basis when required by law or program
guidelines.

g. Treasury Department will receive all grant
agreements.

7. PROCEDURES. Agencies who do not have
grant policies and procedures in place must
observe the following minimum procedural steps to
ensure adequate management controls, account-
ability, and uniformity in grant administration.

a. Solicitation, Review, and Award. Unless
otherwise provided by law, grants are awarded
using three basic methods:

(1) Competitive Application Process.
Agency advertises the availability of grant funds
and solicits applications from potential grantees.
Generally, this is accomplished through the Request
for Proposal (RFP) process. Applications are
evaluated based on predetermined criteria explained
in the grant program guidelines.

(2) Allocation Formula. A predeter-
mined formula established to allocate to a group of
grantees a lump sum of monies appropriated to an
agency for a particular grant purpose. When not
prescribed by law, the Agency Head or designee
may establish the formula.

(3) Sole Source (Non-Competitive). A
grant is awarded to a grantee based on preset
criteria without the solicitation of competitive bids.
In order to use this method of award, the agency
must prepare a written justification, which requires
the written approval of the agency head or desig-
nee and comptroller or designee prior to making
the grant award. The grant agreement may not
be circulated for signature without the approved
justification which must accompany the grant agree-
ments for processing.

b. Grant Agreement. An agency may
develop specific program grant agreements. In
some instances, it may be feasible to develop an
application that could also be used as the grant
agreement. All grant agreements should include
the following items, as applicable:

(1) A preamble citing the agency's legis-
lative authority to award and administer funds.

(2) Scope of work.
(3) Grant agreement period.

(4) Terms for payment/method of payment
including frequency (see paragraph c).

(5) Budget.
(6) Monitoring and reporting requirements.

(7) Language governing changes/amend-
ments.

(8) Required general terms and conditions
using federal/state funds (e.g., termination clauses,
Nondiscrimination/Sexual Harassment Clause, Con-
tractor Integrity, Contractor Responsibility, Offset
and Americans with Disabilities Act provisions).

(9) Audit requirements including the

Commonwealth's right to audit, inspect, and review
grantee's/subgrantee's records.

Page 3 of 5



(10) Catalog of Federal Domestic Assis-
tance Number (CFDA Number) for federal grants
only.

(11) Account code and encumbrance
information.

(12) Grantee/subgrantee Federal ldentifi-
cation Number.

c. Payments on Grant Agreements. Pay-
ment terms on grant agreements should normally
be written on a reimbursement/invoice basis. The
agency's Comptroller may approve other methods.
Exception requests should be submitted to the
agency Comptroller, in writing, prior to solicitation
of signatures. No payment will be made to the
grantee until the grant agreement is fully executed.

d. Contractor Responsibility. Unless other-
wise provided by law, agencies must determine a
grantee/subgrantee is responsible prior to making
a grant award. Where the amount of a grant award
exceeds $10,000 or the aggregate amount of a
series of grant awards with a given grantee/
subgrantee exceeds $10,000 in a fiscal year, the
procedures of Management Directive 215.9,
Contractor Responsibility Program, must be
followed. Regardless of the dollar amount, agen-
cies are encouraged to review the contractor
responsibility file before making the grant award.

e. Signature and Routing. Agencies will be
responsible for the distribution of executed grant
agreements. All signatures, with the exception of
the Attorney General, must be dated. The grant
agreement, with supporting documentation, should
be routed and executed in the following order.

(1) Grantee/Subgrantee signature must be
original on the agency copy of the grant
agreement. The agency and its agency counsel
are responsible for determining if the proper
signature(s) have been affixed to the grant agree-
ment.

(2) Agency Head or designee signs after
the grantee/subgrantee. The Agency Head signa-
ture must be original on the agency copy of the
grant agreement.

(3) Comptroller or designee signature
must be original on the agency copy of the grant
agreement.

(4) Agency Counsel.

(5) Office of General Counsel (unless
authority delegated to agency counsel).

(6) Attorney General (unless authority
delegated to agency counsel).

f. Encumbering. Comptroller offices are
responsible for encumbering grants.

g. Invoice Processing. Invoices for expen-
ditures must be approved by the agency, unless
otherwise stated in the grant agreement. The per-
son approving the invoices on the agency's behalf
must have proper approval authority. Emphasis
should be placed on a review for compliance with
the terms of the grant agreement. When an
invoice exceeds $10,000, the procedures of Man-
agement Directive 215.9, must be followed. After
agency review and approval, the invoice should be
forwarded to the comptroller for payment.

h. Changes to Grant Agreements. Copies
of the agency approved documentation for each
of the following changes/amendments must be
provided to the comptroller's office.

(1) Amendments. Anamendment must
be issued for any changes to the terms, condi-
tions, requirements, or cost (increases/decreases)
of a grant agreement, except as otherwise noted
in this directive. Amendments must require the sig-
natures of the grantee/subgrantee and the same
Commonwealth officials as the original grant.

(2) Funding Adjustments. Funding
adjustments can be used for adjustments to the
total cost of a grant when the services provided are
based on estimated units of service and the unit
cost does not change.

(@) Increase in Total Cost. An
adjustment increasing the total cost of a grant by
no more than 10 percent needs only the approval
signature of the Agency Head or designee and the
Comptroller or designee if the grant states the units
of service were estimated. Any adjustments
exceeding a 10 percent increase are to be reviewed
and approved by the Agency Head or designee,
Agency Counsel, and Comptroller or designee.
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(b) Decrease in Total Cost.
Adjustments require the approval signature of the
agency head or designee and the comptroller or
designee when the total cost of a grant is reduced
or the grant is terminated absent other statutory or
regulatory requirements. Agencies must provide
written notification to grantee for all grant cost
reductions. Copies of the correspondence must
be provided to the agency's comptroller and the
Treasury Department for account liquidation pur-
poses.

(3) Budgetary Changes. Adjustments
to amounts of specific categories contained in a
budget that do not increase the monetary value of
the grant may be accomplished by mutual consent
of the grantor and the grantee/subgrantee. In this
instance, language should be included in the grant
agreement and/or fiscal guidelines that provides for
the allowance of such a change. In addition, lan-
guage will be needed which governs the request
and approval process to be used in facilitating the
change.

(4) Account Code or Funding Source
Changes. Changes in accounting code or fund-
ing source require written documentation.

(5) Modification by Letter. A letter may
be used when the Commonwealth awards a multi-
year grant and the exact amount of funding for
subsequent years may not be determined or is
determined by fiscal year. The amount posted to
ICS should be the estimated aggregate amount of
the agreement for all fiscal years. The letter must
be supported by a budget for the applicable year
and signed by the grantee/subgrantee, agency head
or designee, and the comptroller or designee (certi-
fication of funds). If the parties desire to imple-
ment this type of procedure, language should be
inserted into the Grant Agreement to govern the
specifics of this process.

(6) Assignments.

(&) Assignments of Payments. In
order to make payment to a party other than the
named grantee, the grantee must, in writing,
signed by an individual authorized to act on behalf
of the grantee, assign payments to the other party.
The original and a copy of the written assignment
and the written acknowledgment of the agency must

be provided to the comptroller and to the Treasury
Department to ensure proper payment. Assign-
ments require the signatures of the new grantee
(assignee) and the same Commonwealth officials
as the original contract.

(b) Assignment of Grant Agree-
ment.

1 Before an agency agrees to
the grantee's assignment of a grant agreement to
another party, the agency, after consultation with
agency counsel, should:

a determine if the assignee
is capable of performing the grant requirements and
is in compliance with the Contractor Responsibility
Program; and

b request a copy of the
assignment document which is signed by both the
assignor and assignee.

2 The assignment should be
disapproved unless the agency is satisfied that:

a the assignee is respon-
sible and is capable of fulfilling the requirements of
the grant agreement better than or equally as well
as the assignor; and

b the assignee is legally
obligated to fulfill the requirements of the grant
agreement in accordance with the original terms
and conditions; and

c any liability of or to the
assignor is legally extinguished.

(c) Changes in Name Only.
Changes in the name of the grantee do not require
an amendment. The grantee should provide
written naotification to the agency. The original and
a copy of the written notification and the agency
acknowledgment should be provided to the comp-
troller and to the Treasury Department to ensure
proper payment.

(d) Changes in Ownership.

Changes in ownership should be handled in accor-
dance with Section 7h(6)(b)2.
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