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CONTRACT FOR CONTINUUM OF CARE

34331
THIS CONTRACT FOR CONTINUUM OF CARE PROGRAM (this

"Contract") is made and entered into, in duplicate, as of July 13, 2016 for reference

purposes only, pursuant to a minute order adopted by the City Council of the City of Long

Beach at its meeting on June 9,2015, by and between INTERVAL HOUSE, a California

nonprofit corporation ("Organization"), whose address is 6615 Pacific Coast Highway,

Suite 170, Long Beach, California 90803, and the CITY OF LONG BEACH, a municipal

corporation (the "City").

WHEREAS, the City has received a grant from the U.S. Department of

Housing and Urban Development ("HUD") called the "Continuum of Care Program" which

deals with the needs of the homeless; and

WHEREAS, Organization provides one or more of the following: transitional

housing, permanent housing, human or social services to low-income and homeless

residents; and

WHEREAS, as part of the 2015 Continuum of Care Program Grant

Agreement ("Grant Agreement"), the City is required to enter into subcontracts with

organizations that provide housing and supportive services to the homeless and the City

has selected Organization as a sub-recipient of grant funds; and

WHEREAS, the City Council has authorized the City Manager to enter into a

contract with Organization that provides the grant funding within a maximum amount and

program accountability by the City;

NOW, THEREFORE, in consideration of the terms and conditions contained

herein, the parties agree as follows:

Section 1. The above recitals are true and correct and the Grant

26 Agreement is incorporated herein by this reference. Organization shall comply fully with

27 the Grant Agreement.

28 III
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Section 2.

A. Organization shall provide supportive services in conjunction

with housing, outreach and assessment, transitional housing and supportive

services, and permanent housing or permanent supportive housing to meet the

long-term needs of the homeless in accordance with the Grant Agreement,

Attachment "A" entitled "Scope of Work", Attachment "B" entitled "Budget",

Attachment "C" entitled "24 CFR 578 Homeless Emergency Assistance and Rapid

Transition to Housing: Continuum of Care Program; Interim Final Rule, Docket No.

FR-5476-1-01, Federal Register, Volume 77, No. 147, July 31, 2012", Attachment

"0" entitled "CFR Title 2, Subtitle A, Part 200 - Uniform Administrative

Requirements, Cost Principles, and Audit Requirements for Federal Awards, 1-1-15

Edition", also known as the OMB Super Circular (which supersedes requirements

from OMB Circular A-110, A-122 and A-133), Attachment "E" entitled "Health

Information in Compliance with the Health Insurance Portability and Accountability

Act of 1996 (HIPAA) and the Health Information Technology for Economic and

Clinical Health Act (HITECH Act) Business Associate Agreement", Attachment "F"

entitled "Certification Regarding Debarment", and Attachment "G" entitled

"Certification Regarding Lobbying", all of which are attached hereto and

incorporated by this reference, and the Long Beach Continuum of Care Grants

Guidelines, which have been provided to Organization and are incorporated by this

reference.

B. Organization shall be responsible for adherence to all policies,

procedures, rules and regulations contained in the 2015 HUD Continuum of Care

NOFA (Notice of Funding Availability), applicable OMB Circulars, Long Beach

Continuum of Care Grants Guidelines, this Contract and attachments A-G, the City

of Long Beach Consolidated Plan, the Grant Agreement, the Request for Proposal

("RFP") and Organization's proposal in response to the RFP.

Section 3. The term of this Contract shall be the Operational Year
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beginning on July 1, 2016 and ending on June 30, 2017, including an additional 6-month

post-operational period, unless sooner terminated as provided herein.

Section 4.

A. Organization shall affirmatively and aggressively use its best

efforts to seek and obtain all possible outside funding, cash and/or in-kind match at

the rate required by 24 CFR 578.73, and mainstream resources available to

continue the services identified in this Contract. Further, Organization shall maintain

cash reserves equivalent to three (3) months of funding necessary to provide

services under this Contract.

8. Total disbursements made to Organization under this Contract

by the City shall not exceed One Hundred Sixty-Two Thousand Sixty-Five Dollars

($162,065) over the term of this Contract. Upon execution of this Contract, the City

shall disburse funds payable hereunder in due course of payments following receipt

from Organization of billing statements in a form approved by the City showing

expenditures and costs identified in Attachment "8".

C. The City shall pay to Organization the amounts specified in

Attachment "8" for the categories, criteria and rates established in that Attachment.

Organization may, with the prior written approval of the Director of the City's

Department of Health and Human Services, or his designee, make adjustments

within and among the categories of expenditures in Attachment "8"; provided,

however, that such adjustment(s) shall not cause the amount of the total budget

stated in Attachment "8" to be exceeded.

D. Organization shall prepare monthly invoices and submit them

to the City within fifteen (15) days after the end of the month in which Organization

provided services. Organization shall attach cancelled checks and other

documentation supporting the charges and the amount of required matching funds

to each invoice. Failure to submit an invoice and its accompanying documentation

within the 15-day period may result in late payment from the City. Submission of
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incorrect invoices or inadequate documentation shall result in the suspension of

payment from the City. The City reserves the right to refuse payment of an invoice

(a) received by it thirty (30) days after Organization provided the services relating to

that invoice; (b) including inallocable or ineligible expenses; or (c) for the

unauthorized expense of funds requiring written approval for budget changes or

modifications.

E. Within thirty (30) days of the date of this Contract first stated

herein, Organization shall submit to the City invoices, cancelled checks and other

documentation supporting the charges incurred and required matching funds for all

expenses incurred prior to the date of this Contract and related to this grant of funds.

F. The City closes its fiscal year during the months of August and

September; Organization acknowledges and agrees that the City's payment of

invoices will be slightly slower during that time.

G. No later than thirty (30) days after the completion of the

Operational Year during the term of this Contract, Organization shall submit to the

City a final invoice and APR certified by one of Organization's officers or by its

Executive Director. The City reserves the right to refuse payment of any outstanding

invoice if Organization fails to submit a final invoice, or certified APR within thirty

(30) days of the end of the Operational Year.

H. If the City is unable to draw down funds from HUD for

reimbursement to Organization due to failure of Organization to submit required

fiscal and programmatic documents within thirty (30) days after the end of the

Operational Year, the City cannot guarantee payment to Organization. The City will

not be obligated to pay Organization for costs incurred unless HUD releases funds

to the City. For this reason, failure of Organization to submit the final invoice and

certified APR within thirty (30) days after the end of the Operational Year may result

in loss of reimbursement of funds.

I. The City reserves the right to withhold payment of an invoice
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pending satisfactory completion of an audit, as determined by the City in its sole

discretion, or Organization's cure of a breach of this Contract, as determined by the

City in its sole discretion, after being notified of such breach by the City.

J. All reimbursement by the City is contingent upon the City's

receipt of funds from HUD. The City reserves the right to refuse payment of an

invoice until such time as it receives funds from HUD sufficient to cover the

expenses in the invoice.

Section 5.

A. Organization's records relating to the performance of this

Contract shall be kept in accordance with generally accepted accounting principles

and in the manner prescribed by the City. Organization's records shall be current

and complete. The City and HUD, and their respective representatives, shall have

the right to examine, copy, inspect, extract from, and audit financial and other

records related, directly or indirectly, to this Contract during Organization's normal

business hours to include announced and unannounced site visits during the term

of the Contract and thereafter. If examination of these financial and other records

by the City and/or HUD reveals that Organization has not used these grant funds

for the purposes and on the conditions stated in this Contract, then Organization

covenants, agrees to and shall immediately repay all or that portion of the grant

funds which were improperly used. If Organization is unable to repay all or that

portion of the grant funds, then the City will terminate all activities of Organization

under this Contract and pursue appropriate legal action to collect the funds.

Alternatively, to the extent the City has been refusing payment of any invoices, the

City may continue to withhold such funds equal to the amount of improperly used

grant funds, regardless of whether the funds being withheld by the City were

improperly used.

B. In addition, Organization shall provide any information that the

City Auditor and other City representatives require in order to monitor and evaluate
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Organization's performance hereunder. The City reserves the right to review and

request copies of all documentation related, directly or indirectly, to the program

funded by this Contract, including by way of example but not limited to, case files,

program files, policies and procedures. Organization shall provide all reports,

documents or information requested by the City within three (3) days after receipt of

a written or oral request from a City representative, unless a longer period of time is

otherwise expressly stated by the representative.

C. Organization shall comply with HUD's Homeless Management

Information System (HMIS) requirements and ensure full participation in the City's

HMIS. Organizations that provide domestic violence and legal services have been

permitted by HUD to use a comparable database to capture required data elements

that comply with HMIS data and HUD reporting requirements.

D. If Organization spends Seven Hundred Fifty Thousand Dollars

($750,000) or more in Federal funds in an Operational Year, then Organization shall

submit an audit report to the City in accordance with OMB Super Circular no later

than thirty (30) days after receipt of the audit report from Organization's auditor or

no later than nine (9) months after the end of the Operational Year, whichever is

earlier. If Organization spends less than Seven Hundred Fifty Thousand Dollars

($750,000) in Federal grant funds in an Operational Year, submission of the audited

financial statement is required.

Section 6.

A. Organization will maintain the confidentiality of records

pertaining to any individual or family that was provided family violence prevention or

treatment services through the project.

B. The address or location of any family violence project assisted

with grant funds will not be made public, except with written authorization of the

person responsible for the operation of such project.

C. Organization will establish policies and practices that are
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consistent with, and do not restrict, the exercise of rights provided by subtitle B of

title VII of the Homeless Emergency Assistance and Rapid Transition to Housing

(HEARTH) Act and other laws relating to the provision of educational and related

services to individuals and families experiencing homelessness.

D. In the case of a project that provides housing or services to

families, Organization will designate a staff person to be responsible for ensuring

that children being served in the program are enrolled in school and connected to

appropriate services in the community, including early childhood programs such as

Head Start, part C of the Individuals with Disabilities Education Act, and programs

authorized under subtitle B of title VII of the Act.

E. Organization, its officers, and employees are not debarred or

suspended from doing business with the Federal Government.

F. Organization will provide information, such as data and reports,

as required by HUD.

Section 7.

A. In the performance of this Contract, Organization shall not

discriminate against any employee, applicant for employment or service, or

subcontractor because of race, color, religion, national origin, sex, sexual

orientation, gender identity, AIDS, HIV Status, AIDS related condition, age, disability

or handicap. Organization shall take affirmative action to assure that applicants are

employed or served, and that employees and applicants are treated during

employment or services without regard to these categories. Such action shall

include but not be limited to the following: employment, upgrading, demotion or

transfer; recruitment or recruitment advertising; layoff or termination; rates of payor

other forms of compensation; and selection for training, including apprenticeship.

B. Organization shall permit access by the City or any other

agency of the County, State or Federal governments to Organization's records of

employment, employment advertisements, application forms and other pertinent
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A. Organization shall indemnify, protect and hold harmless City,

its Boards, Commissions, and their officials, employees and agents ("Indemnified

Parties"), from and against any and all liability, claims, demands, damage, loss,

28 obligations, causes of action, proceedings, awards, fines, judgments, penalties,
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data and records for the purpose of investigation to ascertain compliance with the

fair employment practices provisions of this Contract.

Section 8.

A. In performing services hereunder, Organization is and shall act

as an independent contractor and not as an employee, representative, or agent of

the City. Organization's obligations to and authority from the City are solely as

prescribed in this Contract. Organization expressly warrants that it will not, at any

time, hold itself out or represent that Organization or any of its agents, volunteers,

subscribers, members, officers or employees are in any manner officials, employees

or agents of the City. Organization shall not have any authority to bind the City for

any purpose.

B. Organization acknowledges and agrees that (a) the City will not

withhold taxes of any kind from Organization's compensation, (b) the City will not

secure workers' compensation or pay unemployment insurance to, for or on

Organization's behalf, and (c) the City will not provide, and Organization and

Organization's employees are not entitled to any of the usual and customary rights,

benefits or privileges of City employees.

Section 9. This Contract contemplates the personal services of

Organization and Organization's employees. Organization shall not delegate its duties or

assign its rights hereunder, or any interest therein or any portion thereof, without the prior

written consent of the City. Any attempted assignment or delegation shall be void, and any

assignee or delegate shall acquire no right or interest by reason of such attempted

assignment or delegation.

Section 10.
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costs and expenses, arising or alleged to have arisen, in whole or in part, out of or

in connection with (1) Organization's breach or failure to comply with any of its

obligations contained in this Agreement, or (2) negligent or willful acts, errors,

omissions or misrepresentations committed by Organization, its officers,

employees, agents, subcontractors, or anyone under Organization's control, in the

performance of work or services under this Agreement (collectively "Claims" or

individually "Claim").

8. In addition to Organization's duty to indemnify, Organization

shall have a separate and wholly independent duty to defend Indemnified Parties at

Organization's expense by legal counsel approved by City, from and against all

Claims, and shall continue this defense until the Claims are resolved, whether by

settlement, judgment or otherwise. No finding or judgment of negligence, fault,

breach, or the like on the part of Organization shall be required for the duty to defend

to arise. City shall notify Organization of any Claim, shall tender the defense of the

Claim to Organization, and shall assist Organization, as may be reasonably

requested, in the defense.

Section 11.

A. Organization shall procure and maintain at Organization's

expense (which expense may be submitted to the City for reimbursement from grant

funds allocated to Organization if itemized on Attachment "8") for the duration of this

Contract the following insurance and bond against claims for injuries to persons or

damage to property that may arise from or in connection with the performance of

this Contract by Organization, its agents, representatives, employees, volunteers or

subcontractors.

(1) Commercial general liability insurance (equivalent in scope

to ISO form CG 00 01 11 85 or CG 00 01 1093) in an amount not less than

One Million Dollars ($1,000,000) per occurrence and Two Million Dollars

($2,000,000) general aggregate. Such coverage shall include but not be
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limited to broad form contractual liability, cross-liability, independent

contractors liability, and products and completed operations liability. The

City, its Boards and Commission, and their officials, employees and agents

shall be named as additional insureds by endorsement (on the City's

endorsement form or on an endorsement equivalent in scope to ISO form CG

20 10 11 85 or CG 20 26 11 85), and this insurance shall contain no special

limitations on the scope of protection given to the City, its Boards and

Commission, and their officials, employees and agents.

(2) Workers' Compensation insurance as required by the

California Labor Code.

(3) Employer's liability insurance in an amount not less than

One Million Dollars ($1,000,000) per claim.

(4) Professional liability or errors and omissions insurance in

an amount not less than One Million Dollars ($1,000,000) per claim.

(5) Commercial automobile liability insurance (equivalent in

scope to ISO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto) in an

amount not less than Five Hundred Thousand Dollars ($500,000) combined

single limit per accident.

(6) Blanket Honesty Bond in an amount equal to at least fifty

percent (50%) of the total amount to be disbursed to Organization hereunder

or Twenty-Five Thousand Dollars ($25,000), whichever is less, to safeguard

the proper handling of funds by employees, agents or representatives of

Organization who sign as the maker of checks or drafts or in any manner

authorize the disbursement or expenditure of said funds.

If delivering services to minors, seniors, or persons with disabilities,

Organization's Commercial General Liability insurance shall not exclude coverage

for abuse and molestation. If Organization is unable to provide abuse and

molestation coverage, it can request a waiver of this coverage from the City. The
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City's Risk Manager will consider waiving the requirement if Organization can

demonstrate to the satisfaction of the City's Risk Manager that Organization has no

exposure, that the coverage is unavailable, or that the coverage is unaffordable. If

a request for a waiver is desired, Organization must submit a signed document on

Organization's letterhead to the Director of the City's Department of Health and

Human Services, who will forward it to the City's Risk Manager, providing reasons

why the insurance coverage should be waived. Waivers will be considered on a

case by case basis.

B. Any self-insurance program, self-insured retention, or

deductible must be separately approved in writing by the City's Risk Manager or

his/her designee and shall protect the City, its Boards and Commission, and their

officials, employees and agents in the same manner and to the same extent as they

would have been protected had the policy or policies not contained retention or

deductible provisions. Each insurance policy shall be endorsed to state that

coverage shall not be reduced, non-renewed, or canceled except after thirty (30)

days prior written notice to the City, and shall be primary and not contributing to any

other insurance or self-insurance maintained by the City. Organization shall notify

the City in writing within five (5) days after any insurance required herein has been

voided by the insurer or cancelled by the insured.

C. Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

Contract maintain insurance in compliance with this Section unless otherwise

agreed in writing by the City's Risk Manager or his/her designee.

D. Prior to the start of performance or payment of first invoice,

Organization shall deliver to the City certificates of insurance and required

endorsements for approval as to sufficiency and form. The certificate and

endorsements for each insurance policy shall contain the original signature of a

person authorized by that insurer to bind coverage on its behalf. In addition,
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Organization, shall, within thirty (30) days prior to expiration of this insurance, furnish

to the City certificates of insurance and endorsements evidencing renewal of the

insurance. The City reserves the right to require complete certified copies of all

policies of Organization and Organization's contractors and subcontractors, at any

time. Organization shall make available to the City's Risk Manager or his/her

designee during normal business hours all books, records and other information

relating to the insurance coverage required herein.

E. Any modification or waiver of these insurance requirements

shall only be made with the approval of the City's Risk Manager or his/her designee.

Not more frequently than once a year, the City's Risk Manager or his/her designee

may require that Organization, Organization's contractors and subcontractors

change the amount, scope or types of coverages if, in his or her sole opinion, the

amount, scope, or types of coverages herein are not adequate.

F. The procuring or existence of insurance shall not be construed

or deemed as a limitation on liability relating to Organization's performance or as full

performance of or compliance with the indemnification provisions of this Contract.

Section 12.

A. Organization certifies that, if grant funds are used for

renovation or conversion of the building for which the grant funds will be used, then

the building must be maintained as a shelter for or provide supportive services to

homeless individuals for not less than ten (10) years nor more than fifteen (15) years

according to a written determination delivered to Organization by the City, and such

determination shall state when the applicable period of time shall commence and

terminate in accordance with 24 CFR Part 578.81.

B. Organization certifies that the building for which the grant funds

will be used for supportive services, assessment and/or homeless prevention

services shall be maintained as a shelter or provider of programs for homeless

individuals during the term of this Contract.
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C. Organization shall comply with all requirements of the City's

Municipal Code relating to building code standards in undertaking any activities or

renovations using grant funds.

D. Organization shall not commence services until the City's

Development Services has completed an environmental review under 24 CFR Part

50, and Organization shall not commence such services until the City informs

Organization of the completion and conditions of said environmental review.

E. Organization shall provide reports as required by the City and

HUD and as required in this Contract and applicable laws and regulations.

F. In addition to, and not in substitution for, other terms of this

Contract regarding the provision of services or the payment of operating costs for

supportive services only or housing pursuant to 24 CFR Part 578, and except as

described in Section 12.G below, Organization shall not:

(1) Represent that it is, or may be deemed to be, a religious

or denominational institution or organization or an organization operated for

religious purposes that is supervised or controlled by or in connection with a

religious or denominational institution or organization.

(2) In connection with costs of services hereunder, engage

in the following conduct:

(a) discriminate against any employee or applicant

for employment on the basis of religion;

(b) discriminate against any person seeking housing

or related supportive services only on the basis of religion and will not

limit such services or give preference to persons on the basis of

religion;

(c) provide religious instruction or counseling,

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of
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services or the use of facilities and furnishings;

(3) In the portion of the facility used for housing or

supportive services only assisted in whole or in part under this Contract or in

which services are provided that are assisted under this Contract, contain

sectarian religious symbols or decorations.

G. Organizations that are religious or faith-based are eligible, on

the same basis as any other organization, to participate in the Continuum of Care

Homeless Assistance program. However, an organization that participates in a

HUD funded program shall comply with the following provisions if it is deemed to be

a religious or faith-based organization.

(1) Organization may not engage in inherently religious

activities, such as worship, religious instruction, or proselytization, as part of

the programs or services funded under this Contract.

If Organization conducts such activities, the activities must be

offered separately, in time or location, from the programs or services funded

under this Contract, and participation must be voluntary for the beneficiaries

of the HUD funded programs or services.

(2) A religious or faith-based organization will retain its

independence from Federal, State, and local governments, and may continue

to carry out its mission, including the definition, practice, and expression of

its religious beliefs, provided that it does not use direct HUD funds to support

any inherently religious activities, such as worship, religious instruction, or

proselytization.

A religious or faith-based organization may use space in their

facilities to provide HUD funded services, without removing religious art,

icons, scriptures, or other religious symbols.

A religious or faith-based organization retains its authority over

its internal governance, and it may retain religious terms in its organization's
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name, select its board members on a religious basis, and include religious

references in its organization's mission statements and other governing

documents.

(3) A religious or faith-based organization shall not, in

providing program assistance, discriminate against a program beneficiary or

prospective program beneficiary on the basis of religion or religious belief.

(4) HUD funds may not be used for the acquisition,

construction or rehabilitation of structures to the extent that those structures

are used for inherently religious activities.

HUD funds may be used for the acquisition, construction, or

rehabilitation of structures only to the extent that those structures are used

for conducting eligible activities under this Section. Where a structure is used

for both eligible and inherently religious activities, HUD funds may not exceed

the cost of those portions of the acquisition, construction, or rehabilitation that

are attributable to eligible activities in accordance with the cost accounting

requirements applicable to HUD funds herein. Sanctuaries, chapels, or other

rooms that a HUD funded religious congregation uses as its principal place

of worship, however, are ineligible for HUD funded improvements.

Disposition of real property after the term of the grant, or any change in use

of the property during the term of the grant, is subject to government-wide

regulations governing real property dispositions.

H. Organization shall provide homeless individuals and/or families

with assistance in obtaining:

(1) Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

treatment, counseling, supervision and other services essential for achieving

independent living; and

(2) Other Federal, State, and local private assistance
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Section 14. The City shall facilitate the submission of all reports required by

HUD based on information submitted by Organization to the City. The City shall act as the

primary contact for Organization to HUD for services provided under this Contract. The

City shall facilitate directly to HUD the submission of any information related to all financial

and programmatic matters in this Contract, including but not limited to reimbursements of

grant funds, requests for changes to Organization's budget, requests for changes to

Organization's application for grant funds and requests for changes to Organization's

24 Technical Submission.
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available for such individuals, including mainstream resources.

I. Organization certifies that it will comply with all documents,

policies, procedures, rules, regulations and codes identified in Sections 2 and 12 of

this Contract and such other requirements as from time to time may be promulgated

by HUD.

J. Organization shall execute a Certification Regarding

Debarment in the form shown on Attachment "F".

K. Organization shall execute a Certification Regarding Lobbying

in the form shown on Attachment "G".

Section 13. Organization certifies that it has established a Drug-Free

Awareness Program in compliance with Government Code Section 8355, that it has given

a copy of said Program to each employee who performs services hereunder, that

compliance with the Program is a condition of employment, and that it has published a

statement notifying employees that unlawful manufacture, distribution, dispensation,

possession or use of a controlled substance is prohibited and action will be taken for

violation.

25 Section 15. All notices given hereunder this Contract shall be in writing and

26 personally delivered or deposited in the U.S. Postal Service, certified mail, return receipt

27 requested, to the City at 2525 Grand Avenue, Long Beach, California 90815 Attn:

28 Homeless Services Officer, and to Organization at the address first stated above. Notice
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1 shall be deemed given on the date personal delivery is made or the date shown on the

2 return receipt, whichever is earlier. Notice of change of address shall be given in the same

3 manner as stated for other notices.

4 Section 16. The City Manager or his/her designee is authorized to

administer this Contract and all related matters, and any decision of the City Manager or

his/her designee in connection with this Contract shall be final.

Section 17. Organization shall have the right to terminate this Contract at

any time for any reason by giving ninety (90) days prior notice of termination to the City,

and the City shall have the right to terminate all or any part of this Contract at any time for

any reason or no reason by giving five (5) days prior notice to Organization. If either party

terminates this Contract, all funds held by Organization under this Contract which have not

been spent on the date of termination shall be returned to the City.

Section 18. This Contract, including all exhibits and attachments hereto,

constitutes the entire understanding of the parties and supersedes all other agreements,

oral or written, with respect to the subject matter herein.

Section 19. This Contract shall not be amended, nor any provision or

breach hereof waived, except in writing by the parties that expressly refers to this Contract.

Section 20. The acceptance of any service or payment of any money by the

City shall not operate as a waiver of any provision of this Contract, or of any right to

damages or indemnity stated herein. The waiver of any breach of this Contract shall not

constitute a waiver of any other or subsequent breach of this Contract.

Section 21. This Contract shall be governed by and construed pursuant to

the laws of the State of California, without regard to conflicts of law principles.

Section 22. In the event of any conflict or ambiguity between this Contract

and one or more attachments, the provisions of this Contract shall govern.

26 11/

27 11/

28 11/
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INTERVAL HOUSE, a California nonprofit
corpora~n

~~meJKZtNtiftii<d' ,
Title p;xe.CdJ.,77 {[; 1>1(CCL.-T{) r<-

By _
Name, _
Title _

IN WITNESS WHEREOF, the parties have signed this document with all the

formalities required by law as of the date first stated above.

~t---=3=--- ,2016

___________ ,2016

___ ~_+_(-I-'--( ,2016

"Organization"

CITY OF LONG BEACH, a municipal
corporation

"City"

This Contract is approved as to form on

RCZ:bg A16-01907
L:lApps\CtyLaw32\WPOocs\0021 \P027\00649133.docx

~-'-. --.:,1 ,2016.

j City Attorney

By ~~-'-f--'I1~,t------------
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City of Long Beach
2015 Continuum of Care (CoC) Program

scoee of Work

Agency: Interval House

HUD Grant: CA0629U9D061508

Project Name: _D_V---.,;...S_he;;..l.;.;te..•r n
CLB Contract: PENDING---";;'--";;'--";;'~--------II

Program Objective: Interval House proposes a one-year renewal of its Domestic Violence Shelter
Program located in the City of Long Beach, which offers a total of 36 beds of shelter and comprehensive
supportive services for victims of domestic violence and their children (18 beds funded by the Long Beach
CoC). Interval House's program will serve 6 households. Interval House accepts victims without children
and with children of all ages, including male teenagers, which allows homeless families to receive the care
they need without separation. Interval House's projected outcomes include: 72% of individuals will exit to
permanent housing during the operating year; 50% of adults will increase their total income as of the end
of the operating year or program exit; and 89% of persons will utilize the program during the operating
year. Interval House's Transitional Housing Program was developed and based on the "Housing First"
model, bringing domestic violence victims with no prerequisites, low barrier admission policies, voluntary
support services, and quickly moving participants into permanent housing. The program was based on the
concept of addressing homeless households' needs for stable housing first and foremost.

The proposed program utilizes Transitional Housing evidence-based programming to quickly move
homeless families from emergency shelter into transitional housing, who are fleeing domestic violence and
not able to move directly into permanent housing for safety reasons. Since 1979, Interval House has
assisted homeless families to locate housing, with a specialization in housing homeless victims of
domestic violence. With over 95% of staff being formerly homeless battered women and graduates of
Interval House, program staff are highly experienced in providing housing search and location assistance
to homeless families.

Interval House has been a strong partner with the Long Beach CoC for over a decade, and coordinates
referrals and services with all CoC providers. Participants also have access to SSI/SSDI TA through the
local SOAR initiative led by Help Me, Help You, a partner co-located at the MSC. Interval House provides
training to schools, social service providers, the Long Beach Police Department (Interval House chairs the
Women's Advisory Group to the Police Chief), shelter providers (Interval House chairs the Shelter
Directors Committee of the LA County Domestic Violence Council), and youth programs to increase
awareness and utilization of its services. Also, Interval House is the adopted charity of the Apartment
Association of California Southern Cities, which gives priority placement to referrals made by Interval
House for homeless families transitioning into permanent housing.

Outcomes/Performance Measures

Universe # Taraet # Target %
Persons exiting to permanent housing
destinations (per data element 3.12 of the
2014 HMIS Data Standards) during the
operating year.

13 72%18

Adults who increased their total income (from
all sources) as of the end if the operating year
or project exit.

2 8 4 50%

Persons who utilize the project during the
operating year.3 89%18 16

Note: Universe number reflects project participant chart PIT

initial__H~'----
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City of Long Beach
Department of Health and Human Services

Homeless Services Division
Continuum of Care Program: Scope of Work

Coordinated Entry System
(CES)

The agencywill participate in the Coordinated Entry System,ensuring that
any point of entry in the CoC provide participants with access to
stabilization and housing. The agency will participate in the CoC'sCES
intake process. Participation includes direct service for and referrals to:
homeless programs, prevention and diversion, mainstream resources and
housing. Projects will prioritize referrals from the CEShubs, to fill project
vacancieswithin five (5) businessdays.

Additional HEARTHAct and Long BeachContinuum of Care (CoC)Compliance Requirements

Outreach and
Engagement

The agency will participate in outreach and engagement of the street
homeless population including participation in the Long BeachCoCStreet
Outreach Network. The agency will utilize the HMIS to enter, document
and update data on outreach and engagement of the street homeless
population and follow protocol for adding participants onto the Chronic
Homeless Registry.

UniversalAssessment The agency will utilize the Vulnerability Index-Service Prioritization
Decision Assistance Tool (VI-SPDAT),the Long Beach CoC's universal
assessment tool, to assessparticipant's housing and service needs. The
agency will follow the CoC'sWritten Standards guiding the use of the VI-
SPDAT.

Prioritization for
Permanent Supportive
Housing(PSH)Placement

The agency will participate in the Long Beach CoC PSH Placement
Prioritization Process. All PSHplacements will be prioritized according the
CoC'swritten prioritization process and aligned with HUD priorities. PSH
placements will come from the Housing Prioritization List established by
the Chronic HomelessRegistry.

HousingFirst The agency will utilize a Housing First approach per the awarded project
application. Housing First is a model of housing assistance that prioritizes
rapid placement and stabilization in permanent housing that does not
have service participation requirements or preconditions (such assobriety
or a minimum income threshold). It is an approach to: 1) quickly and
successfully connect individuals and families experiencing homelessness
to permanent housing, 2) without barriers to entry, such as sobriety,
treatment or service participation requirements, or 3) related
preconditions that might lead to the participant's termination from the
program. Supportive services are offered to maximize housing stability
and prevent returns to homelessness as opposed to addressing
predetermined treatment goals prior to permanent housing entry;
however, participation in supportive services is based on the needs and
desires of participants.

ATTACHMENT ..... 11......... /'
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CONTINUUM OF CARE PROJECT AND SYSTEM PERFORMANCE MEASURES
These performance measures set the standard for how effective the CoC is reducing the number of people who become homeless,
assisting people to become quickly and stably housed and preventing homelessness overall. All performance measures are inter-

related and help to provide a holistic view of system performance for the long Beach Coe.

~Fc,:_ ..';;+,,',c;".' .•.••~ '•.::: <2:}·i·······t~:2.i.;'.- ·';·Iei tlll~/1JJ'0i"<;,"-:7 "r.': :~'~~;.f'I ;":.i;',:"" .......• ""ij'fi;, ~;3~~'E>i};'::;i'-'L'>. rc.:., ';' ·i. .,. e.> .,.,->;','>.;, . .', ·1·, oBJeC1Jve:> , .
Increase the number of persons exiting to permanent housing

80%}> Change in exit to permanent housing
Increase the number of persons remaining in permanent housing

80%}> Persons served in permanent housing projects retain permanent housing at (6 months)
Increase the number of persons served monthly

}> Increase persons served in emergency shelter, transitional housing projects and supportive 90%
services who exit to permanent housing destinations; increasing permanent housing placements

Increase residential project occupancy
}> Increase daily utilization of beds in emergency shelter, transitional housing and permanent

90%
housing projects

}> Fill vacancies within five (5) business days
Persons age 18 or older increase employment income during operating year

20%? Homeless adults being served in CoCprojects increase their earned income from year to year
and between their enrollment in the system and their exit

Persons age 18 or older increase other cash income during operating year,. Homeless adults being served in CoCprojects increase their other income (i.e. GR, 551,SOAR, 54%
TANF, VA Benefits) from year to year and between their enrollment in the system and their exit

Reduce the number of persons experiencing homelessness for the first time - diversion/prevention
}> Decrease the number of people receiving CoCproject services for the first time

Reduce the length of time persons remain homeless LB • Less than
}> Change in the average and median length of time persons are in emergency shelter, transitional 9 months

housing and supportive services; HUD-30days
Average = total days/total persons homeless during reporting period or less

Reduce the number of persons returning to homelessness
}> Decrease exits from permanent housing back to homelessness (not backwards to emergency

shelter or transitional housing programs)
.s(:J· ·;FtONG8EACH PERFORMANCE OBJECTIVES -

Reduce the length of stay in Transitional housing project
Less than 9}> Reduction of persons who are moving from transitional housing to permanent housing in less

months
than 9months. Expedite permanent housing placements in less than 9months from entry.

Reduce the number of persons exiting with Unknown Destination
}> Reduction of persons who are exiting from emergency shelter, or transitional housing with an Less than 5%

"Unknown destination"
Reduce the number of persons exiting with No Financial Resources

}> Reduction of homeless adults being served in CoCprojects who have "No identified earned Less than 5%
and/or other income" prior to exiting the project

Cost Effectiveness: # of permanent housing placements/total project budget including match < 5K
benchmark

These Performance Measures will:
.:. Reveal significant information about how well projects are functioning and where improvements are necessary .
•:. Help Coe's identify gaps in services across the Continuum of Care.
•:. Compel the projects to better target the populations they are serving;

o Where they are entering into the long Beach CoC - tributaries to homelessness.
o Where they are exiting to after services are provided - Permanent housing goal
o Placements to emergency shelter and transitional housing projects coincide with supportive services in an

effort to achieve more rapid placements into permanent housing.
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EXHIBIT 1a

FEDERAL REGISTER
Vol. 77

No. 147

Tuesday,
July 31, 2012

Part II

Department of Housing and Urban
Development
24 CFR Part 678
Homeless Emergency Assistance and Rapid Transition to Housing:
Continuum of Care Program; Interim Final Rule
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45422 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

24 CFR Part 578
[Docket No. FR-5476-1-01]

RIN 2506-AC29

Homeless Emergency Assistance and
Rapid Transition to Housing:
Continuum of Care Program

AGENCY: Office of the Assistant
Secretary for Community Planning and
Development, HUD.
ACTION: Interim rule.

SUMMARY: The Homeless Emergency
Assistance and Rapid Transition to
Housing Act of 2009 (HEARTHAct),
enacted into law on May 20, 2009,
consolidates three of the separate
homeless assistance programs
administered by HUDunder the
McKinney-Vento Homeless Assistance
Act into a single grant program, and
revises the Emergency Shelter Grants
program and renames it the Emergency
Solutions Grants program. The HEARTH
Act also codifies in law the Continuum
of Care planning process, a longstanding
part ofHUD's application process to
assist homeless persons by providing
greater coordination in responding to
their needs. The HEARTHAct also
directs HUDto promulgate regulations
for these new programs and processes.
This interim rule focuses on

regulatory implementation of the
Continuum of Care program, including
the Continuum of Care planning
process. The existing homeless
assistance programs that comprise the
Continuum of Care program are the
following: the Supportive Housing
program, the Shelter Plus Care program,
and the Moderate Rehabilitation/Single
Room Occupancy (SRO)program. This
rule establishes the regulations for the
Continuum of Care program, and,
through the establishment of such
regulations, the funding made available
for the Continuum of Care program in
the statute appropriating Fiscal Yoar
(FY)2012 funding for HUD can more
quickly be disbursed, consistent with
the HEARTHAct requirements, and
avoid any disruption in current
Continuum of Care activities.
DATES: Effective Date:August 30, 2012.

Comment Due Date. October 1, 2012.
ADDRESSES: Interested persons are
invited to submit comments regarding
this rule to the Regulations Division,
Office of General Counsel, 451 7th
Street SW., Room 10276, Department of
Housing and Urban Development,
Washington, DC20410-0500.
Communications must refer to the above

docket number and title. There are two
methods for submitting public
comments. All submissions must refer
to the above docket number and title.

1. Submission of Comments by Mail.
Comments may be submitted by mail to
the Regulations Division, Office of
General Counsel, Department of
Housing and Urban Development, 451
7th Street SW" Room 10276,
Washington, DC 20410-0500.

2. Electronic Submission of
Comments. Interested persons may
submit comments electronically through
the Federal eRulemaking Portal at
www.regulations.gov. HUD strongly
encourages commenters to submit
comments electronically. Electronic
submission of comments allows the
commenter maximum time to prepare
and submit a comment, ensures timely
receipt by HUD, and enables HUD to
make them immediately available to the
public. Comments submitted
electronically through the
www.regulations.govWeb site can be
viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.
Nole: To receive consideration as public

comments,commentsmust be submitted
through one of the two methods specified
above. Again, all submissions must refer to
the docket number and title of the rule.

No Facsimile Comments. Facsimile
(FAX)comments are 'not acceptable.

Public Inspection of Public
Comments. All properly submitted
comments and communications
submitted to HUDwill be available for
public inspection and copying betwoen
8 a.m. and 5 p.m. weekdays at the above
address. Due to security measures at the
HUDHeadquarters building, an advance
appointment to review the public
comments must be scheduled by calling
the Regulations Division at 202-708-
3055 (this is not a toll-free number).
Individuals with speech or hearing
impairments may access this number
through TTY by calling the Federal
Relay Service at 800-877-8339. Copies
of all comments submitted are available
for inspection and downloading at
www.regulations.gov.
FOR FURTHER INFORMATION CONTACT: Ann
Marie Oliva, Director, Office of Special
Needs Assistance Programs, Office of
Community Planning and Development,
Department of Housing and Urban
Development, 451 7th Street SW.,
Washington, DC 20410-7000; telephone
number 202-708-4300 (this is not a toll-
free number). Hearing- and speech-
impaired persons may access this
number through TTY by calling the

Federal Relay Service at 800-877-8339
(this is a toll-free number).
SUPPLEMENTARY INFORMATION:

Executive Summary
Purpose of and Legal Authority for This
Interim Rule
This interim rule implements the

Continuum of Care program authorized
by the Homeless Emergency Assistance
and Rapid Transition to Housing Act of
2009 (HEARTHAct). Section 1504 of
the HEARTHAct directs HUD to
establish regulations for this program.
(See 42 U.S.C. 11301.) The purpose of
the Continuum of Care program is to
promote communitywide commitment
to the goal of ending homelessness;
provide funding for efforts by nonprofit
providers, and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the trauma and dislocation
ceused to homeless individuals,
families, and communities by
homelessness; promote access to and
effective utilization of mainstream
programs by homeless individuals and
families; and optimize self-sufficiency
among individuals and families
experiencing homelessness.
The HEARTHAct streamlines HUD's

homeless grant programs by
consolidating the Supportive Housing,
Shelter Plus Care, and Single Room
Occupancy grant programs into one
grant program: The Continuum of Care
program. Local continuums of care,
which are community-based homeless
assistance program planning networks,
will apply for Continuum of Care grants.
By consolidating homeless assistance
grant programs and creating the
Continuum of Care planning process,
the HEARTHAct intended to increase
the efficiency and effectiveness of
coordinated, community-based systems
that provide housing and services to the
homeless. Through this interim final
rule, HUDwill implement the
Continuum of Care program by
establishing the framework for
establishing a local continuum of care
and the process for applying for
Continuum of Care grants.
Summary of Major Provisions
The major provisions of this

rulemaking relate to how to establish
and operate a Continuum of Care, how
to apply for funds under the program,
and how to use the funds for projects
approved by BUD. These provisions are
summarized below.

1. General Provisions (Subpart A):
The Continuum of Care program
includes transitional housing,
permanent supportive housing for
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disabled persons, permanent housing,
supportive services. and Homeless
Management Information Systems
(HMIS). To implement the program,
HUD had to define several key terms. In
particular. HUD distinguishes between
"Continuum of Care," "applicant," and
"collaborative applicant." A '
"Continuum of Care" 1sa geographically
based group of representatives that
carries out the planning responsibilities
of the Continuum of Care program, as
set out in this regulation. These
representatives come from organizations
that provide services to the homeless, or
represent the interests of the homeless
or formerly homeless. A Continuum of
Care then designates certain
"applicants" as the entities responsible
for carrying out the projects that the
Continuum has identified through its
planning responsibilities. A
, "Continuum of Care" also designates
one particular applicant to be a
"collaborative applicant." The
collaborative applicant is the only entity
that can apply for a grant from HUD on
behalf of the Continuum that the
collaborative applicant represents.

2. Establishing and Operating a
Continuum of Care (Subpart B): In order
to be eligible for funds under the
Continuum of Care program,
representatives from relevant
organizations within a geographic area
must establish a Continuum of Care.
The three major duties of a Continuum
of Care are to: (1) Operate the
Continuum of Care, (2) designate an
HMIS for the Continuum of Care, and
(3) plan for the Continuum of Care. HUD
has delineated certain operational
requirements of each Continuum to help
, measure a Continuum's overall
performance at reducing homelessness,
in addition to tracking of performance
on a project-by-project basis. In
addition, each Continuum is responsible
for establishing and operating a
centralized or coordinated assessment
system that will provide a
comprehensive assessment of the needs
of individuals and families for housing
and services. HUD has also defined the
minimum planning requirements for a
Continuum so that it coordinates and
implements a system that meets the
needs of the homeless population
within its geographic area. Continuums
are also responsible for preparing and
overseeing an application for funds.
Continuums will have to establish the
funding priorities for its geographic area
when submitting an application.

3. Application and GrantAward
Process (Subpart C):The Continuum of
Care grant award process begins with a
determination of a Continuum's
maximum award amount. As directed

by statute, HUD has developed a
formula for determining award amounts
that includes the following factors: A
Continuum's Preliminary Pro Rata Need
(PPRN) amount; renewal demand; any
additional increases in amounts for
leasing, rental assistance, and operating
costs based on Fair Market Rents,
planning and Unified Funding Agency
cost funds, and amounts available for
bonus dollars. HUD has established
selection criteria for determining which
applications will receive funding under
the Continuum of Care program.
Recipients awarded Continuum of Care
funds must satisfy several conditions
prior to executing their grant
agreements. All grants submitted for
renewal must also submit an annual
performance report. For those
applicants not awarded funding, the
process also provides an appeals
process.

4. Program Components and EligibJe
Costs (Subpart D):Continuum of Care
funds may be used for projects under
five program components: Permanent
housing, transitional housing,
supportive services only, HMIS, and, in
some limited cases, homelessness
prevention. The rule further clarifies
how the following activities are
considered eligible costs under the
Continuum of Care program: Continuum
of Care planning activities, Unified
Funding Agency costs, acquisition,
rehabilitation, new construction,
leasing, rental assistance, supportive
services, operating costs, HMIS, project
administrative costs, relocation costs,
and indirect costs.

5. High-Performing Communities
(Subpart E):HUD will annually, subject
to the availability of appropriate data,
select those Continuums of Care that
best meet application requirements to be
designated a high-performing
community (HPC).An HPC may use
grant funds to provide housing
relocation and stabilization services,
and short- and/or medium-term rental
assistance to individuals and families at
risk of homelessness. This is the only
time that Continuum of Care funds may
be used to serve individuals and
families at risk of homelessness.

6. Program Requirements (Subpart F):
All recipients of Continuum of Care
funding must comply with the program
regulations and the requirements of the
Notice of Funding Availability that HUD
will issue each year. Notably, the
HEARTH Act requires that all eligible
funding costs, except leasing, must be
matched with no less than 25 percent
cash or in-kind match by the
Continuum. Other program
requirements of recipients include:
Abiding by housing quality standards

and suitable dwelling size, assessing
supportive services on an ongoing basis,
initiating and completing approved
activities and projects within certain
timelines, and providing a formal
process for termination of assistance to
participants who violate program
requirements or conditions of
occupancy. .

7. Grant Administration (Subpart G):
To effectively administer the grants,
HUDwill provide technical assistance
to those who apply for Continuum of
Care funds, as well as those who are
selected for Continuum of Care funds.
After having been selected for funding.
grant recipients must satisfy certain
recordkeeping requirements so that
HUD can assess compliance with the
program requirements. For any
amendments to grants after the funds
have been awarded, HUD has
established a separate amendment
procedure. As appropriate. HUD has
also established sanctions to strengthen
its enforcement procedures.
Benefits and Costs
This interim rule is intended to help

respond to and work toward the goal of
eliminating homelessness. This interim
rule provides greater clarity and
guidance about planning and
performance review to the more than
430 existing Continuums of Care that
span all 50 states and 6 United States
territories. As reported in HUD's Annual
Homelessness Assessment Report to
Congress, there were approximately 1.59
million homeless persons who entered
emergency shelters or transitional
housing in FY 2010. HUn serves
roughly half that many persons, nearly
800,000 annually, through its three
programs that will be consolidated into
the Continuum of Care program under
the McKinney-Vento Act as amended by
the HEARTH Act (l.e., Shelter Plus Care,
Supportive Housing Program, Single
Room Occupancy). The changes
initiated by this interim rule will
encourage Continuums of Care to
establish formal policies and review
procedures, including evaluation of the
effectiveness of their projects, by
emphasizing performance measurement
and developing performance targets for
homeless populations. HUD is confident
that this systematic review by
Continuums of Care will lead to better
use of limited resources and more
efficient service models, with the end
result of preventing and ending
homelessness.
The Consolidated and Further

Continuing Appropriations Act, 201,2
(Pub. L. 112-55) appropriated
$1,593,000,000 for the Continuum of
Care and Rural Housing Stability
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Assistance programs. Upon publication
of this rule, those FY 2012 funds will be
available for distribution, as governed
by these Continuum of Care regulations.
I. Background-HEAR'IH Act
On May 20, 2009, the President

signed into law" An Act to Prevent
Mortgage Foreclosures and Enhance
Mortgage Credit Availability," which
became Public Law 111-22. This law
implements a variety of measures
directed toward keeping individuals
and families from losing their homes.
Division B of this law is the HEARTH
Act, which consolidates and amends
three separate homeless assistance
programs carried out under title IV of
the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11371 et seq.)
(McKinney-Vento Act) into a single
grant program that is designed to
improve administrative efficiency and
enhance response coordination and
effectiveness in addressing the needs of
homeless persons. The HEARTHAct
codifies in law and enhances the
Continuum of Care planning process,
the coordinated response to addressing
the needs ofthe homeless, which was
established administratively by HUD in
1995. The single Continuum of Cere
program established by the HEARTH
Act consolidates the following
programs: The Supportive Housing
program, the Shelter Plus Care program,
and the Moderate Rehabilitation/Single
Room Occupancy program. The
Emergency Shelter Grants program is
renamed the Emergency Solutions
Grants program and is revised to
broaden existing emergency shelter and
homelessness prevention activities and
to add short- and medium-term rental
assistance and services to rapidly
rehouse homeless people. The HEARTH
Act also creates the Rural Housing
Stability program to replace the Rural
Homelessness Grant program.
HUDcommenced the process to

implement the HEARTHAct with
rulemaking that focused on the
definition of "homeless." HUD
published a proposed rule, entitled
"Defining Homeless" on April 20, 2010
(75 FR 205(1), which was followed by
a final rule that was published on
December 5, 2011 (76 FR 75994). The
Defining Homeless rule clarified and
elaborated upon the new McKinney-
Vento Act definitions for "homeless"
and "homeless individual with a
disability." In addition, the Defining
Homeless rule included recordkeeping
requirements related to the "homeless"
definition. On December 5, 2011, HUD
also published an interim rule for the
Emergency Solutions Grants program
(76 FR 75954). This interim rule

established the program requirements
for the Emergency Solutions Grants
program and contained corresponding
amendments to the Consolidated Plan
regulations. On December 9, 2011, HUD
continued the process to implement the
HEARTH Act, with the publication of
the proposed rule titled "Homeless
Management Information Systems
Requirements" (76 FR 76917), which
provides for uniform technical
requirements for Homeless Mansgement
Information Systems (HMIS), for proper
data collection and maintenance of the
database, and ensures the
confidentiality of the information In the
database. Today's publication of the
interim rule for the Continuum of Care
program continues HUD's
implementation of the HEARTHAct.
This rule establishes the regulatory

framework for the Continuum of Care
program and the Continuum of Care
planning process, including
requirements applicable to the
establishment of a Continuum of Care.
Prior to the amendment of the
McKinney-Vento Act by the HEARTH
Act, HUD's competitively awarded
homeless assistance grant funds were
awarded to organizations that
participate in local homeless assistance
program planning networks referred to
as a Continuum of Care, a system
administratively established by HUD in
1995. A Continuum of Cere is designed
to address the critical problem of
homelessness through a coordinated
community-based process of identifying
needs and building a system of housing
and services to address those needs. The
approach is predicated on the
understanding that homelessness is not
caused merely by alack of shelter, but
involves a variety of underlying, unmet
needs-physical. economic, and social.
The HEARTHAct not only codified in

law the planning system known as
Continuum of Care, but consolidated the
three existing competitive homeless
assistance grant programs (Supportive
Housing, Shelter Plus Cere, and Single
Room Occupancy) into the single grant
program known as the Continuum of
Care program. The consolidation of the
three existing homeless assistance
programs into the Continuum of Care
grant program and the codification in
law of the Continuum of Care planning
process are intended to increase the
efficiency and effectiveness of the
coordination of the provision of housing
and services to address the needs of the
homeless. The regulations established
by this rule are directed to carrying out
this congressional intent.

n. Overview of Interim Rule
As amended by the HEARTH Act,

Subpart C of the McKinney-Vento
Homeless Assistance Act establishes the
Continuum of Care program. The
purpose of the program is to promote
communitywide commitment to the
goal of ending homelessness; provide
funding for efforts by nonprofit
providers, and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the trauma and dislocation
caused to homeless Individuals,
families, and communities by
homelessness; promote access to and
effective utilization of mainstream
programs by homeless individuals and
families; and optimize self-sufficiency
among individuals and families
experiencing homelessness.
This interim rule establishas the

Continuum of Care as the planning body
responsible for meeting the goals of the
Continuum of Care program.
Additionally, in order to meet the
purpose of the HEARTH Act,
established in section 1002(b), and the
goals of "Opening Doors: Federal
Strategic Plan to Prevent and End
Homelessness," the Continuum of Care
must be involved in the coordination of
other funding streams and resources-
federal, local, or private-of targeted
homeless programs and other
mainstream resources. In many
communities, the Continuum of Care is
the coordinating body, while in other
communities it is a local Interagency
Council on Homelessness (both would
be acceptable forms of coordination
under this interim rule). As noted
earlier, HUD published on December 9,
2011, a proposed role to establish HMIS
regulations in accordance with the
HEARTHAct. However, while the
HEARTHAct directed that regulations
be established for HMIS, HMIS Is not
new to many BUD grantees. Until
regulations for HMIS are promulgated in
final, grantees should continue to follow
HUD's existing HMIS instructions and
guidance.
The following provides an overview

of the proposed rule.
General Provisions (Subpart A)

Purpose and scope. The Continuum of
Care program is designed to promote
community-wide goals to end
homelessness; provide funding to
quickly rehouse homeless individuals
(including unaccompanied youth) and
families while minimizing trauma and
dislocation to those persons; promote
access to, and effective utilization Of,
mainstream programs; and optimize
self-sufficiency among individuals and
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families experiencing homelessness.
The program is composed of transitional
housing, permanent supportive housing
for disabled persons, permanent
housing, supportive services, and HMIS.

Definitions. The interim rule adopts
the definitions of "developmental
disability," "homeless," "homeless
individual," and "homeless person"
established by the December 5, 2011
Defining Homeless final rule. Public
comments have already been solicited
and additional public comment is not
solicited through this rule. The
December 5, 2011, final rule was
preceded by an April 20, 2010,
proposed rule, which sought public
comment on these definitions. The finel
definitions of these terms took into
consideration the public comments
received on the proposed definitions as
set out in the April 20, 2010, proposed
rule. This interim rule adopts the
definition of "at risk of homelessness"
established by the December 5, 2011,
the Emergency Solutions Grants
program interim rule. The interim rule
sought public comment on this
definition, and additional public
comment is not being sought through
this rule.

HUD received valuable public
comment on the definition of
"chronically homeless," through the
public comment process on the
Emergency Solutions Grants program
interim rule. Based on public comment,
this rule for the Continuum of Care
program is not adopting the full
definition of "chronically homeless"
that was included in the conforming
amendments to the Consolidated Plan
that were published as a part of the
Emergency Solutions Grants program
rule. Commenters raised concerns with
the meaning ofthe phrase "where each
homeless occasion was at least 15
days." The concerns raised about this
phrase, used for the first time in a
definition of "chronically homeless,"
has caused HUD to reconsider
proceeding to apply a definition that
includes this phrase, without further
consideration and opportunity for
comment. In this rule, HUD therefore
amends the definition of "chronically
homeless" in the Consolidated Plan
regulations to strike this phrase. The
removal of this phrase returns the
definition to one with which service
providers are familiar. The following
highlights key definitions used in the
Continuum of Care program regulations,
and HUDsolicits comment onthese
definitions.

Applicant is defined to mean an
entity that has been designated by the
Continuum of Care as eligible to apply
for assistance on behalf of that

Continuum. HUD highlights that the Act
does not contain different definitions for
"applicant" and "collaborative
applicant." HUD distinguishes between
the applicant(s) designated to apply for
and carry out projects (the "applicant")
and the collaborative applicant
designated to apply for a grant on behalf
of the Continuum of Care (the
"collaborative applicant"). Please see
below for more information on the
definition of a collaborative applicant,
which is the only entity that may apply
for and receive Continuum of Care
planning funds.

Centralized or coordinated
assessment system is defined to mean a
centralized or coordinated process
designed to coordinate program
participant intake, assessment, and
provision ofreferrals. A centralized or
coordinated assessment system covers
the geographic area, is easily accessed
by individuals and families seeking
housing or services, is well advertised,
and includes a comprehensive and
standardized assessment tool. This
definition establishes basic minimum
requirements for the Continuum's
centralized or coordinated assessment
system. .

Collaborative applicant is defined to
mean an eligible applicant that has been
designated by the Continuum of Care to
apply for a grant for Continuum of Care
planning funds on behalf of the
Continuum. As discussed above, the
"applicant" is the entity(ies) designated
to apply for and carry out projects on
behalf of the Continuum. In contrast to
the definition of "applicant" above, the
collaborative applicant applies for a
grant to carry out the planning activities
on behalf of the Continuum of Care. The
interim rule simplifies the statutory
language in order to make the
Continuum of Care planning process
clear.

HUD highlights that its definition of
collaborative applicant does not track
the statutory definition, which is found

. in section 401 of the McKinney-Vento
Act. As will be discussed in further
detail later in this preamble, the concept
of collaborative applicant, its duties and
functions, as provided in the statute, is
provided for in this rule. However, HUD
uses the term Continuum of Care to refer
to the organizations that carry out the
duties and responsibilities assigned to
the collaborative applicant, with the
exception of applying to HUD for grant
funds. The clarification is necessary in
this rule because Continuums of Care
are not required to be legal eritities, but
HUD can enter into contractual
agreements with legal entities only.

Continuum of Care and Continuum
are defined to mean the group that is
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rule and will be discussed later in this
preamble.

Private nonprofit organization is
based on the statutory definition for
"private nonprofit organization." The
term "private nonprofit organization" is
defined in section 424 of the McKinney-
Vento Act as follows: "The term 'private
nonprofit organization' means an
organization: '(A) No part of the net
earnings of which inures to the benefit
of any member, founder, contributor, or
individual; (B)that has a voluntary
board; (C)that has an accounting
system, or has designated a fiscal agent
in accordance with requirements
established by the Secretary; and (D)
that practices nondiscrimination in the
provision of assistance.' " In HUD's
regulatory definition of "private
nonprofit organization," HUD clarifies
that the organization's accounting
Systemmust be functioning and
operated in accordance with generally
accepted accounting principles. HUD
has included this language to make
certain that accounting systems are
workable and abide by definite, accurate
standards. As reflected in the statutory
definition of "private nonprofit
organization," HUDmay establish
requirements for the designation of a
fiscal agent. HUDhas determined that
the fiscal agent, such as a Unified
Funding Agency, a term that is also
defined in section 424 of the McKinney-
Yento Act, must maintain a functioning
accounting system for the organization
in accordance with generally accepted
accounting principles.

Permanent housing is consistent with
the statutory definition of "permanent
housing" in section 401 of the
McKinney-Yento Act, but does not track
the statutory language. HUD's regulatory
definition of "permanent housing"
states: "The term 'permanent housing'
means community-based housing
without a designated length of stay, and
includes both permanent supportive
housing and rapid re-housing."
Additionally, in the regulatory
definition of "permanent housing,"
HUD clarifies that to be permanent
housing, "the program participant must
be the tenant on a lease for a term of at
least one year that is renewable and is
terminable only for cause. The lease
must be renewable for terms that are a
minimum of one month long. HUD has
determined that requiring a lease for a
term of at least one year that is
renewable and terminable only for
cause, assists program participants in
obtaining stability in housing, even
when the rental assistance is temporary.
these requirements are consistent with
Section 8 requirements.

Specific request for comment. HUD
specifically requests comment on
requiring a lease for a term of at least
one year to be considered permanent
housing.

Project is consistent with the statutory
definition of "project" in section 401 of
the McKinney·Yento Act, but does not
track the statutory language. Section 401
defines "project" as, with respect to
activities carried out under subtitle C,
eligible activities described in section
423(a), undertaken pursuant to a
specific endeavor, such as serving a
particular population or providing a
particular resource. In HUD's definition
of "project" in this interim rule, the
eligible activities described in section
423(a) of the McKinney·Yento Act have
been identified. In the regulatory text,
HUDhas clarified that it is a group of
one or more of these eligible costs that
are identified as a project in an
application to HUD for Continuum of
Care funds.

Recipient is defined to mean an
applicant that signs a grant agreement
with HUD. HUD's definition of
"recipient" is consistent with the
statutory definition of "recipient," but
does not track the statutory language.
Section 424 of the McKinney·Yento Act
defines "recipient" as "an eligible entity
who-(A) submits an application for a
grant under section 422 that is approved
by the Secretary; (B)receives the grant
directly from the Secretary to support
approved projects described in the
application; and (C)(i) serves as a project
sponsor for the projects; or (il) awards
the funds to project sponsors to carry
out the projects." All of the activities
specified by the statutory definition are
in the rule: (A) and (B)are contained in
the definition and (C)is covered in the
sections of the rule dealing with what a
recipient can do with grant funds.

Safe haven is based on the definition
of safe haven in the McKinney·Yento
Act prior to amendment by the
HEARTHAct. Although no longer used
in statute, .-nJI)'s position is that the
term remains relevant for
implementation of the Continuum of
Care program and, therefore, HUD
proposes to include the term in the
Continuum of Cere program regulations.
The term "safe haven" is used for
purposes of determining whether a
person is chronically homeless. The
housing must serve hard-to-reach
homeless persons with severe mental
illness who came from the streets and
have been unwilling or unable to
participate in supportive services. In
addition, the housing must provide
24.hour residence for eligible persons
for an unspecified period, have an
overnight capacity limited to 25 or

fewer persons, and provide low-demand
services and referrals for the residents.

Subrecipient is defined to mean a
private nonprofit organization, State or
local government, or instrumentality of
a State or local government that receives
a subgrant from QIe recipient to operate
a project. The definition of
"subrecipient" is consistent with the
definition of "project sponsor" found in
section 401 of the McKinney·Yento Act,
but does not track the statutory
language. To be consistent with the
Emergency Solutions Grants program
regulation. and also to ensure that the
relationship between the recipient and
subrecipient is clear, HUD is using the
term subrecipient, instead of project
sponsor, throughout this regulation.

Transitional housing is based on the
definition of "transitional housing" in
section 401 of the McKinney·Yento Act,
as follows: ''The term 'transitional
housing' means housing, the purpose of
which is to facilitate the p10vement of
individuals and families experiencing
homelessness to permanent housing
within 24 months or such longer period
as the Secretary determines necessary."
The definition has been expanded to
distinguish this type of housing from
emergency shelter. This distinction is
necessitated by the McKinney·Yento
Act's explicit distinction between what
activities can or cannot be funded under
the Continuum of Care program. The
regulatory definition clarifies that, to be
transitional housing, program
participants must have signed a lease or
occupancy agreement that is for a term
of at least one month and that ends in
24months and cannot be extended.

Unified Funding Agency (UFA)means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties
delegated to a UFA in this rule, which
is approved by HUD and to which HUD
awards a grant. HUD's regulatory
definition of UFA departs slightly from
the statutory definition. The statutory
definition refers to the collaborative
applicant. The differences between the
statutory definition and HUD's
regulatory definition reflect HUD's
substitution of Continuum of Care for
collaborative applicant.
Establishing and Operating the
Continuum of Care (Subpart B)
In general. The statutory authority for

the Continuum of Care program is
section 422 of the McKinney·Yento Act.
As stated under section 1002 of the
HEARTHAct, one of the main purposes
of the HEARTH Act is to codify the
Continuum of Care planning process.
Consequently, under this interim rule,
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HUD focuses on the rules and
responsibilities of those involved in the
Continuum of Care planning process
and describes how applications and
grant funds will be processed.

As discussed earlier in the preamble,
HUD's interim rule provides for the
duties and functions of the collaborative
applicant found in section 401 of the
McKinney-Vento Act to be designated to
the Continuum of Care, with the
exception of applying to HUD for grant
funds. HUD chose this approach
because the Continuum might not be a
legal entity, and therefore cannot enter
into enforceable contractual agreements,
but is the appropriate body for
establishing and implementing
decisions that affect the entire
geographic area covered by the
Continuum, including decisions related
to funding. This approach allows the
Continuum to retain its duties related to
planning and prioritizing need
(otherwise designated by statute to the
collaborative applicant), while the
authority to sign a grant agreement with
HUD is designated to an eligible
applicant that can enter into a
contractual agreement. All of the duties
assigned to the Continuum are based on
the comparable duties of section 402(f)
of the McKinney-Vento Act

Subpart B of the interim rule
identifies how Continuums of Care are
established, as well as the required
duties and functions of the Continuum
of Care.
Establishing the Continuum of Care.

In order to be eligible for funds under
the Continuum of Care program,
representatives from relevant .
organizations within a geographic area
must establish a Continuum of Care. As
discussed earlier in this preamble, this
body is responsible for carrying out the
duties identified in this interim
regulation. Representatives from
relevant organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement, and
organizations that serve veterans and
homeless and formerly homeless
individuals. Where these organizations
are located within the geographic area
served by the Continuum of Care, HUD
expects a representative of the
organization to be a part of the
Continuum of Care.
Specific request for comment. BUD

specifically requests comments on
requiring Continuums of Care to have a
board that makes the decisions for the

Continuum. BUD requires two
characteristics for all board
compositions. These characteristics are
that the Board must be representative of
the subpopulations of homeless persons
that exist within the geographic area,
and include a homeless or formerly
homeless person. Continuums will have
2 years from the effective date of the
interim rule to establish a board that
meets the criteria established in this
section. No board member may
participate or influence discussions or
decisions concerning the award of a
grant or other financial benefits for an
organization that the member
represents.

BUD is considering four additional
characteristics for all board
compositions for incorporation in the
final rule. HUD did not implemant them
at this stage in order to seek public
comment prior to implementing them as
requirements. HUD proposes that all
boards must have a chair or co-chairs;
be composed of an uneven number,
serving staggered terms; include
members from the public and private
sectors; and include a member from at
least one Emergency Solutions Grants
program (ESG)recipient's agency
located within the Continuum's
geographic area. HUD is requesting
comment on all of these proposed
requirements; however, HUD
specifically requests comments from
Continuums of Care and ESG recipients
on the requirement that the Board
include an ESG recipient as part of its
membership. HUD invites ESG
recipients and Continuums to share
challenges that will be encountered
when implementing this requirement.
Ensuring that ESG recipients are
represented on the Board is important to
BUD; therefore, in communities where
ESG recipients and/or Continuums do
not feel this requirement is feasible,
HUD asks commenters to provide
suggestions for how ESG recipients can
be involved in the Continuum at one of
the core decision-making levels.
Responsibilities of the Continuum of

Care. The interim rule establishes three
major duties for which the Continuum
of Care is responsible: To operate the
Continuum of Care, to designate an
HMIS for the Continuum of Care, and to
plan for the Continuum of Care.

This section of the Interim rule
establishes requirements within these
three major duties.
Operating the Continuum of Care. The

interim rule provides that the
Continuum of Care must abide by
certain operational requirements. These
requirements will ensure the effective
management of the Continuum of Care
process and ensure that the process is

inclusive and fair. HUD has established
eight duties required of the Continuum
necessary to effectively operate the
Continuum of Care. BUD has
established the specific minimum
standards for operating and managing a
Continuum of Care for two main
reasons. First, the selection criteria
established under section 427 of the
McKinney-Vento Act require BUD to
measure the Continuum of Care's
performance in reducing homelessness
by looking at the overall performance of
the Continuum, as opposed to
measuring performance project-by-
project as was done prior to the
enactment of the HEARTH Act. This
Continuum of Care performance
approach results in cooperation and
coordination among providers. Second,
because Continuums of Care will have
grants of up to 3 percent of Final Pro
Rata Need (FPRN) to be used for eligible
Continuum of Care planning costs, HUD
is requiring more formal decision-
making and operating standards for the
Continuum of Care. This requirement
ensures that the Continuums have
appropriate funding to support planning
costs.

One of the duties established in this
interim rule is the requirement that the
Continuum establish lind operate a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. As detailed in the
Emergency Solutions Grants program
interim rule published on December 5,
2011, through the administration of the
Rapid Re-Housing for Families
Demonstration program and the
Homelessness Prevention and Rapid Re-
Housing program, as well as best
practices identified in communities,
HUD has learned that centralized or
coordinated assessment systems are
important in ensuring the success of
homeless assistance and homeless
prevention programs in communities. In
particular, such assessment systems
help communities systematically assess
the needs of program participants and
effectively match each individual or
family with the most appropriate
resources available to address that
individual or family's particular needs.

Therefore, BUD has required, through
this interim rule, each Continuum of
Care to develop and implement a
centralized or coordinated assessment
system for its geographic area. Such a
system must be designed locally in
response to local needs and conditions.
For example, rural areas will have .
significantly different systems than
urban ones. While the common thread
between typical models is the use of 8
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common assessment tool, the form.
detail, and use of that tool will vary
from one community to the next. Some
examples of centralized or coordinated
assessment systems include: A central
location or locations within a
geographic area where individuals and
families must be present to receive
homeless services; a 211 or other hotline
system that screens and directly
connects callers to appropriate homeless
housing/service providers in the area; a
"no wrong door" approach in which a
homeless family or individual can show
up at any homeless service provider in
the geographic area but is assessed using
the same tool and methodology so that
referrals are consistently completed
across the Continuum of Care; a
specialized team of case workers that
provides assessment services to
providers within the Continuum of
Care; or in larger geographic areas. a
regional approach in which "hubs" are
created within smaller geographic areas.
HUDintends to develop technical
assistance materials on a range of
centralized and coordinated assessment
types. including those most appropriate
for rural areas.
HUDrecognizes that imposing a

requirement for a centralized or
coordinated assessment system may
.have certain costs and risks. Among the
risks that HUDwishes specifically to
address are the risks facing individuals
and families fleeing domestic violence,
dating Violence. sexual assault. and
stalking. In developing the baseline
requirements for a centralized or
coordinated intake system, HUD is
considering whether victim service
providers should be exempt from
participating in a local centralized or
coordinated assessment process. or
whether victim service providers should
have the option to participate or not.

Specific request lor comment. HUD
specifically seeks comment from
Continuum of Care-funded victim
service providers on this question. As
set forth in this interim rule, each
Continuum of Care is to develop a
specific policy on how its particular
system will address the needs of
individuals and families who are
fleeing, or attempting to flee. domestic
violence, dating violence, sexual
assault, or stalking. but who are seeking
shelter or services from non-victim
service providers. These policies could
include reserving private areas at an
assessment location for evaluations of
individuals or families who are fleeing,
or attempting to flee. domestic violence,
dating violence, sexual assault, or
stalking; a separate "track" within the
assessment framework that is
specifically designed for domestic

violence victims; or the location of
victim service providers with
centralized assessment teams.
HUD invites suggestions for ensuring

that the requirements it imposes
regarding centralized or coordinated
assessment systems will best help
communities use their resources
effectively and best meet the needs of all
families and individuals who need
assistance. Questions that HUD asks
commenters to specifically address are:
What barriers to accessing housing!
services might a centralized or
coordinated intake system pose to
victims of domestic violence? How can
those barriers be eliminated? What
specific measures should be
implemented to ensure safety and
confidentiality for individuals and
families who are fleeing or attempting to
flee domestic violence situations? How
should those additional standards be
implemented to ensure that victims of
domestic violence have immediate
access to housing and services without
increasing the burden on those victims?
For communities that already have
centralized or coordinated assessment
systems in place, are victims of
domestic violence and/or domestic
violence service providers integrated
into that system? Under either scenario
(they are integrated into an assessment
process or they are not integrated into
it). how does your community ensure
the safety and confidentiality of this
population. as well as access to
homeless housing and services? What
HUD-sponsored training would be
helpful to assist communities in
completing the initial assessment of
victims of domestic violence in a safe
and confidential manner?
In addition to comments addressing

the needs of victims of domestic
violence, dating violence. sexual
assault. and stalking. HUD invites
general comments on the use of a
centralized or coordinated assessment
system. particularly from those in
communities that have already
implemented one of these systems who
can share both what has worked well
and how these systems could be
improved. HUD specifically seeks
comment on any additional risks that a
centralized or coordinated assessment
system may create for victims of
domestic violence. dating violence,
sexual assault, or stalking who are
seeking emergency shelter services due
to immediate danger, regardless of
whether they are seeking services
through a victim service provider or
nonvictim service provider.
Another duty set forth in this part, is

the requirement to establish and
consistently follow written standards

when administering assistance under
this part. These requirements.
established in consultation with
recipients of Emergency Solutions
Grants program funds within the
geographic area. are intended to
coordinate service delivery across the
geographic area and assist Continuums
of Care and their recipients in
evaluating the eligibility of individuals
and families consistently and
administering assistance fairly and
methodically. The written standards can
be found in §578.7(a)(9) of this interim
rule.

Designating and operating an HMIS.
The Continuum of Care is responsible
for designating an HMIS and an eligible
applicant to manage the HMIS,
consistent with the requirements. which
will be codified in 24 CFR part 580.
This duty is listed under section
402(0(2) of the McKinney-Vento AclIn
addition. the Continuum is responsible
for reviewing. revising. and approving e
privacy plan, security plan. and data
quality plan for the HMIS and ensuring
consistent participation of recipients
and subrecipients in the HMIS.

Continuum of Care planning. The
Continuum is responsible for
coordinating and implementing a
system for its geographic area to meet
the needs of the homeless population
and subpopulations within the
geographic area. The interim rule
defines the minimum requirements for
this systematic approach under
§578.7(c)(1). such as emergency
shelters. rapid rehousing. transitional
housing, permanent supportive housing,
and prevention strategies. Because there
are not sufficient resources available
through the Continuum of Care program
to prevent and end homelessness,
coordination and integration of other
funding streams. including the
Emergency Solutions Grants program
and mainstream resources. is integral to
carrying out the Continuum of Care
System.
HUD has determined that since the

Continuum of Care will be the larger
planning organization. the Continuum
of Care must develop and follow a
Continuum of Care plan that adheres,
not only to the requirements being
established by this interim rule. but to
the requirements and directions of the
most recently issued notice of funding
availability (NOFA).
While these planning duties are not

explicitly provided in section 402(0 of
the Act, HUD has included them to
facilitate and clarify the Continuum of
Care planning process. Consistent with
the goals of the HEARTH Act. HUD·
strives, through this interim rule. to
provide a comprehensive. well-
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coordinated and clear planning process,
which involves the creation of the
Continuum of Care and the duties the
Continuum of Care will have to fulfill.
Other planning duties for Continuums

established in this section of the interim
rule are planning for and conducting at
least a biennial-point-in-time count of
homeless persons within the geographic
area, conducting an annual gaps
analysis of the homeless needs and
services available within the geographic
area, providing information necessary to
complete the Consolidated Plan(s)
within the geographic area, and
consulting with State and local
government Emergency Solutions
Grants program recipients within the
Continuum of Care on the plan for
allocating Emergency Solutions Grants
program funds and reporting on and
evaluating the performance of
Emergency Solutions Grants program
recipients and subrecipients.

Preparing an application for funds. A
major function of the Continuum of Care
is preparing and overseeing an
application for funds under this part.
This section of the interim rule
establishes the duties of the Continuum
of Care related to the preparation of the
application. This section of the interim
rule establishes that the Continuum is
responsible for designing, operating,
and following a collaborative process for
the development ofapplications, as well
as approving the submission of
applications, in response to a NOFA
published by HUD.
The Continuum must also establish

priorities for funding projects within the
geographic area and determine the
number of applications being submitted
for funding. As previously noted in this
preamble, since the Continuum of Care
might not be a legal entity, and therefore
may not be able to enter into a
contractual agreement with HUD, the
Continuum must select one or more
eligible applicants to submit an
application for funding to HUDon its
behalf. If the Continuum of Care is an
eligible applicant, the Continuum 'of
Care may submit an application. If the
Continuum selects more than one
application, the Continuum must select
one eligible applicant to be the
collaborative applicant. That applicant
will collect and combine the required
application information from all of tho
other eligible applicants and for all
projects within the geographic area that
the Continuum has designated. If only
one application is submitted by the
collaborative applicant, the
collaborative applicant will collect and
combine the required application
information from all projects within the
geographic area that the Continuum has

designated for funding. The
collaborative applicant will always be
the only applicant that can apply for
Continuum of Care planning costs. In
the case that there is one application for
projects, the recipient of the funds is
required to have signed agreements with
its subrecipients as set forth in
§ 57B.23(c),and is required to monitor
and sanction subrecipients in
compliance with §578.107.
Whether the Continuum of Care

submits the application or designates an
eligible applicant to submit the
application for funding, the Continuum
of Care retains all of its duties.

Unified Funding Agencies. To be
designated as the Unified Funding
AgeIicy (UFA) fur the Continuum of
Care, the Continuum must select the
collaborative applicant to apply to HUD
to be designated as the UFA for the
Continuum. The interim rule establishes
the criteria BUD will use when
determining whether to designate the
collaborative applicant as a UFA. These
standards were developed to ensure that
collaborative applicants have the
capacity to manage the grant and carry
out the duties in 57B.11(b), and are
describod below.
The duties of the UFA established in

§578.11 are consistent with the duties
set forth in section 402(g) of the Act.
Even if the Continuum designates a
UFA to submit the application for
funding, the Continuum of Care retains
all of its duties.

Remedial actions. Section 402(c) of
the McKinney-Vento Act gives HUD the
authority to ensure the fair distribution
of grant amounts fur this program, such
as designating another body as a
collaborative applicant, replacing the
Continuum of Care for the geographic
area, or permitting other eligible entities
to apply directly for grants. Section
578.13 of this interim rule addresses the
remedial actions that may bo takon.
Overview of the Application and Grant
Award Process (Subpart Cj

Eligible applicants. Under this interim
rule, eligible applicants consist of
nonprofit organizations, State and local
governments, and instrumentalities of
local governments. An eligible applicant
must have been designated by the
Continuum of Care to submit an
application for grant funds under this
part. The Continuum's designation must
state whether the Continuum is
designating more than one applicant to
apply for funds, and if it is, which
applicant is being designated the
collaborative applicant. A Continuum of
Care that is designating only one
applicant for funds must designate that
applicant to be the collaborative

applicant. For-profit entities are not
eligible to apply for grants or to be
subrecipients of grant funds.
Section 401(10) of the McKinney-

Vento Act identifies that collaborative
applicants may be legal entities, and a
legal entity may include a consortium of
instrumentalities of a State or local
government that has constituted itself as
an entity. HUD has not included a
consortium in the list of eligible
applicants. As noted earlier in this
preamble, a Continuum of Care is
defined to mean a group that is
composed of representatives of
organizations across the entire'
geographic area claimed by the
Continuum of Care. A Continuum is
able to combine more than one
metropolitan city or county into tho
geographic area that the Continuum
represents. In essence, the Continuum of
Care acts as a consortium, and it is
therefore HUD's position that the
inclusion of consortiums in the interim
rule would be redundant.

Determining the ConUnuum's
maximum award amount. The total
amount for which a Continuum of Care
is eligible to apply and be awarded is
doterminod through a four-step process,
including the following factors: A
Continuum's PPRN amount: renewal
demand; any additional increases in
amounts fur leasing, rental assistance,
and operating costs based on Fair
Market Rents (FMRs); planning and
UFA cost funds; and the amounts
available for bonus dollars.
Using the formula that will be

discussed below, BUD will first
determine a Continuum of Caro's PPRN
amount, as authorized under section
427(b)(2)(B) of the McKinney-Vento Act.
This amount is the sum of the PPRN
amounta for each metropolitan city,
urban county, non-urban county, and
insular area claimed by the Continuum
of Care as part of its geographic area,
excluding any counties applying for, or
receiving funds under the Rural
Housing Stability Assistance program,
the regulations for which will be
established in 24 CFR part 579. The
PPRN for each of these areas is based
upon the "need formula" under
§579.17(a)(2) and (3). Under the
McKinney-Vento Act, HUD is required
to publish, by regulation. the formula
used to establish grant amounts. The
need formula under §579.17(a)(2) and
(3) satisfies this requirement, and HUD
specifically seeks comment on this .
formula. BUD will announce the PPRN
amounts prior to the publication of the
NOFA on its Web site.
To establish the amount on which the

need formula is run, HUD will deduct
an amount, which will be published in
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the NOFA, to be set aside to provide a
bonus, and the amount necessary to
fund Continuum of Care planning
activities and UFA costs from the total
funds made available for the program
each fiscal year. On this amount, HUD
will use the following process to
establish an area's PPRN. First, 2
percent of the total funds available shall
be allocated among the four insular
areas (American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands) based
upon the percentage each area received
in the previous fiscal year under section
106 of the Housing and Community
Development Act of 1974. Second, 75
percent of the remaining funds made
available shall be allocated to
metropolitan cities and urban counties
that have been funded under the
Emergency Solutions Grants program
(formerly known as the Emergency
Shelter Grants program) every year since
2004. Third, the remaining funds made
available shall be allocated to
Community Development Block Grant
(CDBG)metropolitan cities and urban
counties that have not been funded
under the Emergency Solutions Grants
program every year since 2004 and all
other counties in the United States and
Puerto Rico.

Recognizing that in some federal
fiscal years, the amount available for the
formula may be less than the amount
required to renew all existing projects
eligible for renewal in that year for at
least one year, HUD has included a
method for distributing the reduction of
funds proportionally across all
Continuums of Care in § 578.17(a)(4) of
this interim rule. HUDwill publish the
total dollar amount that each
Continuum will be required to deduct
from renewal projects Continuum-wide,
and Continuums will have the authority
to determine how to administer the cuts
to projects across the Continuum.
. Specific request for comment. HUD
specifically requests comment on the
method established in §578.17(a)(4) to
reduce the total amount required to
renew all projects eligible for renewal in
that one year, for at least one year, for
each Continuum of Care when funding
is not sufficient to renew all projects
nationwide for at least one year.

The second step in determining a
Continuum's maximum award amount
is establishing a Continuum of Care's
"renewal demand." The Continuum's
renewal demand is the sum of the
annual renewal amounts of all projects
eligible within the Continuum of Care's
geographic area to apply for renewal in
that federal fiscal year's competition
before any adjustments to rental
assistance, leasing, and operating line

items based on changes to the FMRs in
the geographic area.

Third, HUD will determine the
Continuum of Care's Final Pro Rata
Need (FPRN),which is the higher of:
(1) PPRN, or (2) renewal demand for the
Continuum of Care. The FPRN
establishes the base for the maximum
award amount for the Continuum of
Care..

Fourth, HUD will determine the
maximum award amount. The
maximum award amount for the
Continuum of Care is the FPRN amount
plus any additional eligible amounts for
Continuum planning; establishing fiscal
controls for the Continuum; updates to
leasing, operating, and rental assistance
line items based on changes to FMR:
and the availability of any bonus
funding during the competition.

Application process. Each fiscal year,
HUDwill issue a NOFA. All
applications, including applications for
grant funds, and requests for
designation as a UFA or HPC, must be
submitted to HUD in accordance with
the requirements of the NOFA and
contain such information as the NOFA
specifies. Applications may request up
to the maximum award amount for
Continuums of Care.

An applicant that is a State or a unit
of general local government must have
a HUD-approved, consolidated plan in
accordance with HUD's Consolidated
Plan regulations in 24 CFRpart 91. The
applicant must submit a certification
that the application for funding is
consistent with the HUD-approved
consolidated planes) in the project's
jurisdiction(s). Applicants that are not
States or units of general local
government must submit a certification
that the application for funding is
consistent with the jurisdiction's HUD-
approved consolidated plan. The
certification must be made by the unit
of general local government or the State,
in accordance with HUD's regulations in
24 CFRpart 91, subpart F. The required
certification must be submitted by the
funding application submission
deadline announced in the NOFA.

An applicant may provide assistance
under this program only in accordance
with HUD subsidy layering
requirements in section 102 of the
Housing and Urban Development
Reform Act of 1989 (42 U.S.C. 3545). In
this interim rule, HUD clarifies that the
applicant must submit information in its
application on other sources of funding
the applicant has received, or
reasonably expects to receive, for a
proposed project or activities.

A warding funds. HUD will review
applications in accordance with the
guidelines and procedures specified in

the NOFA and award funds to recipients
through a national competition based on
selection criteria as defined in section
427 of the McKinney-Vento Act. HUD
will announce the awards and notify
selected applicants of any conditions
imposed on the awards. .

Grant agreements. A recipient of a
conditionally awarded grant must
satisfy all requirements for obligation of
funds; otherwise, HUD will withdrew
its offer of the award. These conditions
include establishing site control,
providing proof of match, complying
with environmental review under
§578.31, and documenting financial
feasibility within the deadlines under
§578.21(a)(3).HUb has included ill the
interim rule the deadlines for conditions
that may be extended and the reaSODS
for which HUDwill consider an
extension.

The interim rule requires that site
control be established by each recipient
receiving funds for acquisition,
rehabilitation funding, new
construction, or operating costs, or for
providing supportive services. HUD has
determined that the time to establish
site control is 12 months for projects not
receiving new construction, acquisition,
or rehabilitation funding, as stated
under section 426(a) of the McKinney-
Vento Act, not 9 months as stated under
section 422(d) of the McKinney-Vento
Act, for projects receiving operating and
supportive service funds. HUD's
determination on the time needed to
establish site control is based on
previous program policy, and the longer
time frame takes into consideration the
reality of the housing market. Projects
receiving acquisition, rehabilitation, or
new construction funding must provide
evidence of site control no later than 24
months after the announcement of grant
awards, as provided under section
422(d) of the McKinney-Vento Act.

The interim rule requires that HUD
perform an environmental review for
each property as required under HUD's
environmantal regulations in 24 CFR
part 50. All recipients of Continuum of
Care program funding under this part
must supply all available, relevant
information necessary to HUD, and
carry out mitigating measures required
by HUD. The recipient, its project
partners, and its project partner's
.contractors may not perform any eligible
activity for a project under this part, or
commit or expend HUD or local funds
for such activities until HUD has
performed an environmental review and
the recipient has received HUD
approval of the property agreements.

Executing grant agreements. If a .
Continuum designates more than one
applicant for the geographic area, HUn
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will enter into a grant agreement with
each designated recipient for which an
award is announced. If a Continuum
designates only one recipient for the
geographic area, HUDmay enter into
one grant agreement with that recipient
for new awards, if any; and one grant
agreement for renewals and Continuum
of Care planning costs and UFA costs,
if any. These two grant agreements will
cover the entire geographic area, and a
default by the recipient under one of
these agreements will also constitute a
default under the other. If the
Continuum is a UFA, HUDwill enter
into one grant agreement with the UFA
for new awards, if any; and one for
renewal and Continuum of Care
planning costs and UFA costs, if any.
Similarly, these two grant agreements
will cover the entire geographic area
and a default by the recipient under one
of those agreements will also constitute
a default under the other.
HUD requires the recipient to enter

into the agreement described in
§578.23(c). Under this agreement, the
grant recipient must agree to ensure that
the operation of the project will be in
.accordance with the McKinney-Veto Act
and the requirements under this part. In
addition, the recipient must monitor
and report the progress of the projects
to the Continuum of Care and to HUD.
The recipient must ensure that
individuals and families experiencing
homelessness are involved in the
operation of the project, maintain
confidentiality of program participants,
and monitor and report matching funds
to HUD, among other requirements. The
recipient must also agree to use the
centralized or coordinated assessment
system established by the Continuum of
Care, unless the recipient or
subrecipient is a victim service
provider. Victim service providers may
'choose not to use the centralized or
coordinated assessment system
provided that all victim service
providers in the area use a centralized
or coordinated assessment system that
meets HUD's minimum requirements.
HUD has provided this optional
exception because it understands the
unique role that victim service
providers have within the Continuum of
Care.

Renewals. The interim rule provides
that HUDmay fund, through the
Continuum of Care program, all projects
that were previously eligible under the
McKinney-Vento Act prior to the
enactment of the HEARTHAct. These
projects may be renewed to continue
ongoing leasing, operations, supportive
services, rental assistance, HMIS, and
administration beyond the initial
funding period even if those projects

would not be eligible under the
Continuum of Care program. For
projects that would no longer be eligible
under the Continuum of Care program
(e.g., safe havens), but which are serving
homeless persons; HUDwants to ensure
that housing is maintained and that
persons do not become homeless
because funding is withdrawn.
HUDmay renew projects that were

submitted on time and in such manner
as required by HUD, but did not have
a total score that would allow the
project to be competitively funded. BUD
may choose to exercise this option to
ensure that homeless or formerly
homeless persons do not lose their
housing. The interim rule provides,
based on the language in section 421(e)
of the McKinney-Vento Act, that HUD
may renew the project, upon a finding
that the project meets the purposes of
the Continuum of Care program, for up
to one year and under such conditions
as HUD deems appropriate.

Annual Performance Report. The
interim rule also provides that BUD
may terminate the renewal of any grant'
and require the recipient to repay the
renewal grant if the recipient fails to
submit a BUD Annual Performance
Report (APR)within 90 days of the end
of the program year or if the recipient
submits an APR that HUD deems
unacceptable or shows noncompliance
with the requirements of the grant and
this part. Section 578.103(e) of the
Continuum of Care program regulations
further clarifies that recipients receiving
grant funds for acquisition,
rehabilitation, or new construction are
expected to submit APRs for 15 years
from the date of initial occupancy or the
date of initial service provision, unless
HUD provides an exception. The
recipient's submission of the APR helps
HUD review whether the recipient is
carrying out the project in the manner
proposed in the application. Recipients
agree to submit an APR as a condition
of their grant agreement. This
requirement allows HUD to ensure that
recipients submit APRs on grant
agreements that have expired as a
condition of receiving approval for a
new grant agreement for the renewal
project.

Appeals. The interim rule provides
certain appeal options for applicants
that were not awarded funding.
Under section 422(g) ofthe

McKinney-Vento Act, if more than one
collaborative applicant submits an
application covering the same
geographic area, HUDmust award funds
to the application that scores the highest
score based on the selection criteria set
forth in section 427 of the Act.
Consistent with HUD's use of the term

Continuum of Care in the interim rule
where the statute uses collaborative
applicant, as explained earlier in the
preamble, the interim rule stipulates
that if more than one Continuum of Care
claims the same geographic area, then
BUD will award funds to the
Continuum applicant(s) whose
application(s) has the highest total score
and that no projects from the lower
scoring Continuum of Care will be
funded (and that any projects submitted
with both applications will not be
funded). To appeal HUD's decision to
fund the competing Continuum of Care,
the applicant(s) from the lower-scoring
Continuum of Care must file the written
appeal in such form and manner as
BUD may require within 45 days of the
date of HUD's announcement of award.
If an applicant has had a certification

of consistency with a consolidated plan
withheld, that applicant may appeal
such a decision to HUn. HUD has
established a procedure to process the
appeals and no later than 45 days after
the date ofreceipt of an appeal, HUD
will make a decision.
Section 422(h) of the McKinney-Vento

Act provides the authority for a solo
applicant to submit an application to
HUD and be awarded a grant by HUD
if it meets the criteria under section 427
of the McKinney-Vento Act. The interim
rule clarifies that a solo applicant must
submit its application to HUD by the
deadline established in the NOFA to be
considered for funding. The statute also
requires that HUD establish an appeal
process for organizations that attempted
to participate in the Continuum of
Care's process and believe they were
denied the right to reasonable
participation, as reviewed in the context
of the local Continuum's process. An
organization may submit a solo
application to HUD and appeal the
Continuum's decision not to include it
in the Continuum's application. IfHUD
finds that the solo applicant was not
permitted to participate in the
Continuum of Care process in a
reasonable manner, then HUD may
award the grant to that solo applicant
and may direct the Continuum to take
remedial steps to ensure reasonable
participation in the future. BUD may
also reduce the award to the
Continuum's applicant(s).
Section 422(hJ(1) of the McKinney-

Vento Act requires that "HUD establish
a timely appeal procedure for grant
amounts awarded or denied under this
subtitle to a collaborative application."
The Interim rule sets an appeal process
for denied or decreased funding under
§ 578.35(c). Applicants that are denied
funds by BUD, or that requested more
funds than BUD awarded, may appeal

AIT ACHMENT ~. __ .
PAGE •.__.!.~_.__OF ._.t±~ PAGES



45432 Federal Register/Vol. 77, No. 147/Tuesday, July 31,2012/Rules and Regulations

by filing a written appeal within 45 days
of the date of HUD's announcement of
the award. HUD will notify applicant of
its decision on the appeal within 60
days of the date of HUD's receipt of the
written appeal.
Program Components and Eligible Costs
[Subpart D}

Program components. The interim
rule provides that Continuum of Care
funds may be used for projects under
five program components: Permanent
housing, transitional housing,
supportive services only, HMIS, and, in
some cases, homelessness prevention.
Administrative costs are eligible under
all components. Where possible, the
components set forth in the Continuum
of Care program are consistent with the
components set forth under tho
Emergency Solutions Grants program.
This will ease the administrative burden
on recipients of both programs and will
ensure that reporting requirements and
data quality benchmarks are
consistently established and applied to
like projects. One significant distinction
between the Emergency Solutions
Grants program and this part can be
found in the eligible activities and
administration requirements for
assistance provided under the rapid
rehousing component in this interim
rule. The significant differences
between this component in the
Emergency Solutions Grants program
and this part are discussed below.

The interim rule sets forth the costs
eligible for each program component in
§578.37(a). The eligible costs for
contributing data to the HMIS
designated by the Continuum of Care
are also eligible under all components.

Consistent with the definition of
permanent housing in section 401 of the
McKinney-Vento Act and §578.3 ofthis
interim rule, the permanent housing
component is community-based housing
without a designated length of stay that
permits formerly homeless individuals
and families to live as independently as
possible. The interim rule clarifies that
Continuum of Care funds may be spent
on two types of permanent housing:
Permanent supportive housing for
persons with disabilities (PSH) and
rapid rehousing that provides temporary
assistance [i.e., rental assistance and/or
supportive services) to program
participants in a unit that the program
participant retains after the assistance
ends.

Although the McKinney-Vento Act
authorizes permanent housing without
supportive services, the interim rule
does not. Based on its experience with
the Supportive Housing and Shelter
Plus Care programs, HUDhas

determined that programs should
require at least case management for
some initial period after exiting
homelessness. HUD has imposed the
requirement that rapid rehousing
include, at aminimum, monthly case
management meetings with program
participants (except where prohibited
by the Violence Against Women Act
(VAWA) and the Family Violence
Prevention and Services Act (FVPSA»
and allows for a full range of supportive
services to be provided for up to 6
months after the rental assistance stops.
Many other HUD programs, such as
Section 8 and HOME, provide housing
without supportive services to low-
income individuals and families.

With respect to rapid rehousing, the
interim rule provides that funds under
this part may be used to provide
supportive services and short-term
and/or medium-term rental assistance.
While the time frames under which a
program participant may receive short-
term or medium-term rental assistsnce
set forth in this part match the time
frames set forth in the Emergency
Solutions Grants program, the
supportive services available to program
participants receiving rapid rehousing
assistance under the Continuum of Care
program are not limited to housing
relocation and stabilization services as
they are in the Emergency Solutions
Grants program. Program participants
receiving rapid rehousing under this
part may receive any of the supportive
services set forth in §578.53 during
their participation in the program. The
Continuum of Care, however, does have
the discretion to develop written
policies and procedures that limit the
services available to program
participants that better align the services
available to program participants with
those set forth in the Emergency
Solutions Grants program.

Specific request for comment. While
HUD's experience with the Supportive
Housing and Shelter Plus Care programs
is the basis for HUD's determination to
require case management for some
initial period after exiting homelessness,
HUD specifically welcomes comment on
other experiences with monthly case
management.

The interim rule provides that the
HMIS component is for funds that are
used by HMIS Leads only. Eligible costs
include leasing a structure in which the
HMIS is operated. operating funds to
operate a structure in which the HMIS
is operated, and HMIS costs related to
establishing, operating, and customizing
a Continuum of Care's HMIS.

As set forth in Section 424(c) of the
McKinney-Veto Act, Continuum of Care
funds may be used only for the

homelessness prevention component by
recipients in Continuums of Care that
have been designated HPCs by HUD.
Eligible activities are housing relocation
and stabilization services, and short-
and/or medium-term rental assistance,
as set forth in 24 CFR 576.103,
necessary to prevent lin individual or
family from becoming homeless.

Planning activities. Under this interim
rule, HUD lists eligible planning costs
for the Continuum of Care under
§578.39(b) and (c), HUD will allow no
more than 3 percent of the FPRN, or a
maximum amount to be established by
the NOFA, to be used for certain costs.
These costs must be related to designing
a collaborative process for an
application to HUD. evaluating the
outcomes of funded projects under the
Continuum of Care and Emergency
Solutions Grants programs, and
participating in the consolidated planes)
for the geographic area(s). Under section
423 of the McKinney-Vento Act, a
collaborative applicant may use no more
than 3 percent oftotal funds made
available to pay for administrative costs
related to Continuum of Care planning.

HUD is defining" of the total funds
made available" to mean FPRN, the
higher of PPRN or renewal demand, in
the interim rule. HUll has determined
that FPRN strikes the correct balance, as
it is the higher of PPRN or renewal
demand. This will help Continuums of
Care (CoC)balance: (1) Having sufficient
planning dollars to be successful in its
duties and compete for new money
(which would be the PPRN), and (2)
being able to monitor and evaluate
actual projects in operation (and plan
for renewal demand). The
administrative funds related to COC
planning made available will be added
to a CoC's FPRN to establish the CoCs
maximum award amount

Unified Funding Agency Costs. Under
this interim rule, HUll lists eligible UFA
costs in §578.41(b) and (c). Similar to
the cap on planning costs for CoC, HUD
will allow no more than 3 percent of the
FPRN, or a maximum amount to be
established by the NOFA, whichever is
less, to be used for UFA costs. This
amount is in addition to the amount
made available for CoC planning costs.
UFA costs include costs associated with
ensuring that all financial transactions
carried out under the Continuum of
Care program are conducted and records
maintained in accordance with
generally accepted accounting
principles, including arranging for an
annual survey, audit. or evaluation of
the financial records of each project
carried out by a subrecipient funded by
a grant received through the Continuum
of Care program. The funds made
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available to UFAs related to establishing
fiscal controls wilJ be added to a CoC's
FPRN to establish the CoCmaximum
award amount.

Leasing. Under this interim rule, grant
funds may be used to pay the costs of
leasing a structure or structures, or
portions of structures, to provide
housing or supportive services. The
interim rule further clarifies that leasing
means that the lease is between the
recipient of funds and the landlord.
HUD recognizes that some grantees
receiving funds through the Supportive
Housing Program may have been using
their leasing funds in a manner
consistent with the rental assistance
requirements established in §578.51;
therefore, since the Continuum of Care
program authorizes both leasing and
rental assistance, the rule provides for
an allowance for projects originally
approved to carry out leasing to renew
and request funds for rental assistance,
so long as the rental assistance meets'
the requirements in §578.51. The rule
provides that a recipient of a grant
awarded under the McKinney-Vento
Act, prior to enactment of the HEARTH
Act, must apply for leasing if the lease
is between the recipient and the
landlord, notwithstanding that the grant
was awarded prior to the HEARTHAct
amendments to the McKinney-Vento
Act.
The interim rule provides that leasing

funds may not be used tolease units or
structures owned by the recipient,
subrecipient, their perent
organization(s), any other related
organization(s), or organizations that are
members of a partnership where the
partnership owns the structure, unless
RUD authorizes an exception for good
cause. The interim rule establishes
minimum requirements that a request
for an exception must include. These
exceptions are based on HUD's
experience in administering the
Homelessness Prevention and Rapid Re-
Housing Program (HPRP).
The interim rule establishes that

projects for leasing may require that
program participants pay an occupancy
charge (or in the case of a sublease, rent)
of no more than 30 percent of their
income. Income must be calculated in
accordance with RUD's regulations in
24 CPR5.609 and 24 CPR5.611(a).
However, the interim rule clarifies that
projects may not charge program fees.

Rental assistance. Under this interim
rule, rental assistance is an eligible cost
for permanent and transitional housing,
and this rule clerifies that the rental
assistance may be short-term, up to 3
months of rent; medium-term, for 3 to
24 months of rent; and long-term, for
longer than 24 months of rent. This

section provides that rental assistance
may include tenant-based, project-
based, or sponsor-based rental
assistance. This section also provides
that project-based rental assistance may
include rental assistance to preserve
existing permanont supportive housing
for homeless individuals and families.
Given that the availability of affordable
rental housing has been shown to be a
key factor in reducing homelessness, the
availability of funding for short-term,
medium-term, and long-term rental
assistance under both the Emergency
Solutions Grants program and the
Continuum of Care program is not
inefficient use of program funds, but
rather effective use of funding for an
activity that lowers the number of
homeless persons.
As noted in the above discussion of

rental housing available for funding
under the Continuum of Care program,
one ellglble form of rental assistance is
tenant-based, which allows the program
participant to retain rental assistance for
another unit. The interim rule limits
this retention to within the Continuum
of Care boundaries. HUD has
determined that Continuum of Care
program funds must be used within the
Continuum's geographic boundaries. If
program participants move outside of
the Continuum, the Continuum may pay
moving costs, security deposits, and the
first month of rent for another unit;
however, the Continuum would have to
organize assistance with the relevant
Continuum of Care for the program
participant if rental assistance is to
continue. The program participant may
be transferred to a rental assistance
program in a different Continuum
without having to become homeless
again. The recipient may also limit the
movement of the assistance to a smaller
area if this is necessary to coordinate
service delivery.
Under this interim rule, the only

exception to the limitation for retention
of tenant-based rental assistance is for
program participants who are victims of
domestic violence, dating violence,
sexual assault, or stalking. Under the
definition of "tenant-based" in the
McKinney-Vento Act (section 401(28) of
the McKinney-Vento Act), these
participants must have complied with
all other obligations of the program and
reasonably believe that he or she is
imminently threatened by harm from
further violence if he or she remains in
the assisted dwelling unit.
In the interim rule, HUD has clarified

that the imminent threat of herm must
be from further domestic violence,
dating violence, sexual assault, or
stalking, which would include threats
from a third party, such as a friend or

family member of the perpetrator of the
violence. HUD requires that the program
participant provide appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalking, and any
evidence of the current imminent threat
of harm. Examples of appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalking include
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; or medical or dental, court,
or law enforcement records.
Documentation of reasonable belief of
further domestic violence, dating
violence, sexual assault, or stalking
includes written observation by the
housing or service provider; a letter or
other written documentation from a
victim service provider, social worker,
legal assistance provider, pastoral
counselor, mental health provider, or
other professional from whom the
victim has requested assistance; a
current restraining order, recent court
order, or other court records; or law
enforcement reports or records. The
housing or service provider may also
consider other documentation such as
emails, voicemails, text messages, social
media posts, and other communication.
Because of the particular safety
concerns surrounding victims of
domestic violence, the interim rule
provides that acceptable evidence for
both the original violence and the
reasonable belief include an oral
statemant. This oral statement does not
need to be verified, but it must be
documented by a written certification
by the individual or head of household.
This provision is specific to victims of

domestic violence, dating violence,
sexual assault, and stalking who are
receiving tenant-based rental assistance
in permanent housing. This interim rule
contains other policies for moving
program participants receiving any type
of assistance under this interim rule,
including tenant-based rental assistance,
within the Continuum of Care
geographic area, or smaller geographic
area required by the provider to
coordinate service delivery. Moving
program participants outside of the
geographic area where providers can
coordinate service-delivery is
administratively difficult for providers
and makes it difficult to monitor that
program participants have access to, and
are receiving, appropriate supportive
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services; therefore, moves outside of the
geographic area where the provider can
effectively deliver and monitor service
coordination are allowed only under
exceptional circumstances. HUD has
established these provisions to provide
an exception and to address the
challenges that are associated with such
amove.
Based on HUD's experience in

administering the Shelter Plus Care
program, the interim rule includes
provisions to clarify when rental
payments may continue to be made to
a landlord when the program
participant no longer resides in the unit.
For vacated units, the interim rule
provides that assistance may continue
for a maximum of 30 days from the end
of the month in which the unit was
vacated, unless the unit is occupied by
another eligible person. A person
staying in an institution for less than 90
days is not considered as having vacated
the unit. Finally, the recipient may use
grant funds, in an amount not to exceed
one month's rent, to pay for any damage
to housing due to the action of the
program participant, one-time, per
program participant, per unit. This
assistance can be provided only at the
time the program participant exits the
housing unit.

Supportive services. Grant funds may
be used to pay eligible costs of
supportive services for the special needs
of program participants. All eligible
costs are eligible to the same extent for
program participants who are
unaccompanied homeless youth;
persons living with Human
Immunodeficiency Virus (lilV)1
Acquired Immune Deficiency Syndrome
(AIDS)(lllV/AIDS): and victims of
domestic violence, dating violence,
sexual assault, or stalldng. Any cost that
is not described as an eligible cost under
this interim rule is not an eligible cost
of providing supportive services.
Eligible costs consist of assistance with
moving costs, case management, child
care, education services, employment
assistance and job training, housing
search and counseling services, legal
services, life skills training, mental
health services, outpatient health
services, outreach services, substance
abuse treatment services, transportation,
and utility deposits.
The definition of "supportive

services" in section 401(27) of the
McKinney-Vento Act includes the
provision of mental health services,
trauma counseling, and victim services.
HUD has determined that victim
services are eligible as supportive
services, and are included as eligible
program costs in this interim rule.
Providers are allowed to provide

services specifically to victims of
domestic violence. dating violence,
sexual assault, and stalking. The eligible
costs for providing victim services are
listed as eligible costs in the supportive
services funding category. Rather than
create a new eligible line item in the
project budget, HUD has determined
that these costs can be included in the
funding categories already established.

Indirect costs. Indirect costs are
allowed as part of eligible program
costs. Programs using indirect cost
allocations must be consistent with
Office of Management and Budget
(OMB)Circulars A-87 and A-122, as
applicable. OMB Circular A-87 and the
regulations at 2 CFRpart 225 pertain to
"Cost Principles for State, Local, and
Indian Tribal Governments." OMB
Circular A-122 and the regulations
codified at 24 CFRpart 230 partain to
"Cost Principles for Non-Profit
Organizations. "

Other costs. In addition to the eligible
costs described in this preamble, the
regulation addresses the following other
eligible costs: acquisition, rehabilitation,
new construction, operating costs,
HMIS, project administrative costs, and
relocation costs.
High-Performing Communities (Subpart
E)
Section 424 of the McKinney-Vento

Act establishes the authority for the
establishment of and requirements for
HPCs.Applications must be submitted
by the collaborative applicant at such
time and in such manner as HUDmay
require and contain such information as
HUD detarmines necessary under
§578.17(b). Applications will be posted
on the HUDWeb site (www.hud.gov) for
public comments. In addition to HUD's
review of the applications, interested
members of the public will be able to
provide comment to HUD regarding the
applications.

Requirements. The Continuum of Care
must use HMIS data (HUDwill publish
data standards and measurement
protocols) to determine that the
standards for qualifying as a HPC are
met. An applicant must submit a report
showing how the Continuum of Care
program funds were expended in the
prior year, and provide information that
the Continuum meets the standards for
HPCs.

Standards. In order to qualify as an
HPC, a Continuum of Care must
demonstrate through reliable data that it
meet!' all of the required standards. The
interim rule clarifies which standards
will be measured with reliable data from
a Continuum's HMIS and which
standards will be measured ·through
reliable data from other sources and

presented in a narrative form or other
format prescribed by HUD.
Continuums must use the HMIS to

demonstrate the following measures: (1)
That the mean length of homelessness
must be less than 20 days for the
Continuum's geographic area, or the
Continuum's mean length of episodes
for individuals and families in similar
circumstances was reduced by at least
10 percent from the preceding year; (2)
that less than 5 percent of individuals
and families that leave homelessness
become homeless again any time within
the next 2 years, or the percentage of
individuals and families in similar
circumstances who became homeless
again within 2 years after leaving
homelessness was decreased by at least
20 percent from the preceding year: and
(3) for Continuums of Care that served
homeless families with youth defined as
homeless under other federal statutes,
that 95 percent of those families did not
become homeless again within a 2-year
period following termination of
assistance and that 85 percent of those
families achieved independent living in
permanent housing for at least 2 years
following the termination of assistance.
The McKinney-Vento Act requires

that HUD set forth standards for
preventing homelessness among the
subset of those at the highest risk of
becoming homeless among those
homeless families and youth defined as
homeless under other federal statutes,
the third measure above, one of which
includes achieving independent living
in permanent housing among this
population. HUD has set forth the
standards of 95 percent and 85 percent.
HUD recognizes that these standards are
high, but standards are comparable to
the other standards in the Act, which
are high. It is HUD's position that HPCs
should be addressing the needs of those
homeless individuals within their
communities prior to receiving
designation of aHPC and being allowed
to spend funds in accordance with
§578.71.
The final standard that the

Continuum must use its HMIS data to
demonstrate is provided under section
424(d)(4) of the Act. The statute requires
each homeless individual or family who
sought homeless assistance to be
included in the data system used by that
community. HUD has defined this as
bed-coverage and service-volume
coverage rates of at least 80 percent. The
documentation that each homeless
individual or family who sought
homeless assistance be included in the
HMIS is not measurable by HUD. This
type of standard would be entirely .
reliant upon self-reporting.
Additionally, individuals and families
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have the right to decline having their
data entered into the HMIS. HUD uses
bed-coverage rates and service-volume
coverage rates as a proxy for measuring
the rate of inclusion of persons who are
present for services or housing in the
HMIS. This is a measurable standard,
and HUD defines the calculation in the
HMIS rule; therefore, the measurement
will be consistent between Continuums.
Continuums must use reliable data

from other sources and presented in a
narrative form or other format
prescribed by HUD to measure two
standards: Community action and
renewing HPC status. Section 424(d)(4)
of the McKinney-Vento Act establishes
another standard for HPCs, which is
"community action," This statutory
section provides that communities that
compose the geographic area must have
actively encouraged homeless
individuals and families to participate
in housing and services available in the
geographic area and included each
homeless individual or family who
sought homeless assistance services in
the data system used by that community
for determining compliance. HUD has
defined "communities that compose the
geographic area" to mean the entire
geographic area of the Continuum. This
definition will also provide consistency
of measurement since most of HUD's
measurements are across the entire
Continuum of Care geographic area.
HUD has further defined "actively
encourage" within this standard as a
comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geographic area. The measurement of
the last part of this standard, "each
homeless individual or family who
sought homeless assistance services in
the .data system used by that
community," will be measured using
reliable data from an HMIS and has
been discussed earlier in this preamble.
HUD has determined this will provide
clarity and ensure consistent
measurement across Continuums.
The interim rule provides that a

Continuum of Care that was an HPC in
the prior yeer and used Continuum
funds for activities described under
§578.71 must demonstrate that thoso
activities were effective at reducing the
number of persons who became
homeless in that community, to be
renewed as a HPC.

Selection. HUDwill select up to 10
Continuums of Care each year that best
meet the application requirements and
the standards set forth in §578.65.
Consistent with section 424 of the
McKinney-Vento Act, the interim rule
provides a HPC designation for the

grants awarded in the same competition
in which the designation is applied for
and made. The designation will be for
a period of one year.

Eligible activities. Recipients and
subrecipients in Continuums that have
been designated an HPC may use grant
funds to provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set for in the
Emergency Solutions ~rants program.
All eligible activities discussed in this
section must be effective at stabilizing
individuals and families in their current
housing, or quickly moving such
individuals and families to other
permanent housing. This is the only
time that Continuum of Care funds may
be used to serve nonhomeless
individuals and families. Recipients and
subrecipients using grant funds on these
eligible activities must follow the
written standards established by the
Continuum of Care in §578.7(a)(9)(v),
and the recordkeeping requirements set
for the Emergency Solutions Grants
program rule.
Program Requirements (Subpart F)
All recipients of Continuum of Care

funding must comply with the program
regulations and the requirements of the
NOFA issued annually by HUD.

Matching. The HEARTHAct allows
for a new, simplified match
requirement. All eligible funding costs
except leasing must be matched with no
less than a 25 percent cash or in-kind
match. The interim rule clarifies that the
match must be provided for the entire
grant, except that recipients that are
UFAs or are the sole recipient for the
Continuum may provide the match on a
Continuum-wide basis.
For in-kind match, the

governmentwide grant requirements of
HUD's regulations in 24 CFR 84.23 (for
private nonprofit organizations) and
85.24 (for governments) apply. The
regulations in 24 CFRparts 84 and 85
establish uniform administrative
requirements for HUD grants. The
requirements of 24 CFRpart 84 apply to
subredpients that are private nonprofit
organizations. The requirements of 24
CFRpart 85 apply to the recipient and
subrecipients that are units of general
purpose local government. The match
requirement in 24 CFR84.23 and in 24
CFR 85.24 IlPflies to administration
funds, as weI as Continuum of Care
planning costs and UFA's financial
management costs. All match must be
spent on eligible activities as required
under subpart D of this interim rule,
except that recipients and subrecipients

in HPCs may use match on eligible
activities described under §578.71.

General operations. Recipients of
grant funds must provide housing or
services that comply with all applicable
State and local housing codes, licensing
requirements, and any other
requirements in the project's
jurisdiction. In addition, this interim
rule clarifies that recipients must abide
by housing quality standards and
suitable dwelling size. Recipients must
also assess supportive services on an
ongoing basis, have residential
supervision, and provide for
participation of homeless individuals as
required under section 426(g) of the
McKinney-Vento Act.

Specific request for comment. With
respect to housing quality standards,
HUD includes in this rule the
longstandlog requirement from the
Shelter Plus Care program that
recipients or subrecipients, prior to
providing assistance on behalf of a
program participant, must physically
inspect each unit to assure that the unit
meets housing quality standards. This
requirement is designed to ensure that
program participants are placed in
housing that is suitable for living.
Additionally, these requirements are
consistent with HUD's physical
inspection requirementa in its other
mainstream rental assistance programs.
Notwithstanding that this is a
longstanding requirement, HUD
welcomes comment on alternatives to
inspection of each unit that may be less
burdensome but ensure that the housing
provided to a program participant is
decent, safe, and sanitary.
Under Section 578.75, General

Operations, subsection (h), entitled
"Supportive Service Agreements,"
states that recipients and subrecipients
may require program participants to
take part in supportive services so long
as they are not disability-related
services, provided through the project as
a condition of continued participation
in the program. Examples of disability-
related services include, but are not
limited to, mental health services,
outpatient health services, and
provision of medication, which are
provided to a person with a disability to
address a condition caused by the
disability.
This provision further states that if

the purpose of the project is to provide
substance abuse treatment services,
recipients and subrecipients may
require program participants to take part
in such services as a condition of
continued parLicipation in the program.
For example, if a Continuum of Care
recipient operates a transitional housing
program with substance abuse treatment
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services, the recipient may require
program participants to participate in
those services. By contrast, in a program
that offers services but whose purpose is
not substance abuse treatment, a
recipient may not require a person who
is an alcoholic, for example, to sign a
supportive service agreement at initial
occupancy stating that he or she will
participate in substance abuse treatment
services as a condition of occupancy.
All program participants must, however,
meet all terms and conditions of
tenancy, including lease requirements.
If, as a result of a person's behavior
stemming from substance use, a person
violates the terms of the lease, a
recipient may consider requiring
participation in services 'or any other
action necessary in order for such a
person to successfully meet the
requirements of tenancy.
, Finally, the interim rule clarifies that
in units where the qualifying member of
the household has died, or has been
incarcerated or institutionalized for
more than 90 days, assistance may
continue until the expiration of the
lease in effect at the time of the
qualifying member's death,
incarceration, or institutionalization.

Displacement, relocation, and
acquisition. All recipients must ensure
that they have taken all reasonable steps
to minimize the displacement of
persons as a result of projects assisted
under this part. This section of the
interim rule is substantially revised
from the previous programs to increase
clarity and comprehension of the
directions to recipients and
subrecipients in the use of grant funds.

Timeliness standards. Recipients
must initiate approved activities and
projects promptly. Recipients of funds
for rehabilitation and new construction
must begin construction activities
within 9 months of the signing of the
grant, and such activities must be
completed within 24 months. HUD is
providing these requirements to assist
communities in meeting the obligation
and expenditure deadline historically
imposed by the annual HUD
appropriations act. HUDmay reduce a
grant term to a term of one year if
implementation delays reduce the
amount of funds that can be used during
the original grant term.

Limitation on use of funds. Recipients
of funds provided under this part must
abide by any limitations that apply to
the use of such funds, such as use of
funds for explicitly religious activities.
The limitation on use of funds also

addresses limitation on uses where
religious activities may be concerned. It
is HUD's position that faith-based
organizations are able to compete for

HUD funds and participate in HUD
programs on an equal footing with other
organizations; that no group of
applicants competing for HUD funds
should be subject, as a matter of
discretion, to greater or fewer
requirements than other organizations
solely because of their religious
character or affiliation, or, alternatively,
the absence of religious character or
affiliation. HUD's general principles
regarding the equal participation of such
organizations in its programs are
codified at 24 CFR5.109. Program-
specific requirements governing faith-
based activities are codified in the
regulations for the individual HUn
programs. (See, for example, 24 CFR
574.300(c), 24 CFR 582.115(c), and 24
CFR583.150(b).)
HUD's equal participation regulations

were prompted by Executive Order
13279, Equal Protection of the Laws for
Faith-Based and Community
Organizations, issued by President Bush
on December 12, 2002, and published in
the Feder" Register on December 16,
2002 (67 FR 77141). Executive Order
13279 set forth principles and
policymalcing criteria to guide federal
agencies in ensuring the equal
protection of the laws for faith-based
and community organizations.
Executive Order 13279 was amended by
Executive Order 13559 (Fundamental
Principles and Policymalcing Criteria Cor
Partnerships With Faith-Based and .
Other Neighborhood Organizations),
issued by President Obama on
November 17, 2010, and published in
the Federal R.egister on November 22,
2010 (75 FR 71319).
Executive Order 13559 expands on

the equal participation principles
provided in Executive Order 13279 to
strengthen the capacity of faith-based
and other neighborhood organizations to
deliver services effectively and ensure
the equal treatment of program
beneficiaries. Executive Order 13559
reiterates a key principle underlying
participation of faith-based
organizations in federally funded
activities and that is that faith-based
organizations be eligible to compete for
federal financial assistance used to
support social service programs and to
participate fully in social service
programs supported with federal
financial assistance without impairing
their independence, autonomy,
expression outside the programs in
question, or religious character.
With respect to program beneficiaries,

the Executive Order states that
organizations, in providing services
supported in whole or in part with
federal financial assistance, and in their
outreach activities related to such

services, should not be allowed to
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice. The Executive Order
directs that organizations that engage in
explicitly religious activities (including
activities that involve overt religious
content such as worship, religious
instruction, or proselytization) must
perform such activities and offer such
services outside of programs that are
supported with direct federal financial
assistance (including through prime
awards or subawards), separately in
time or location from any such programs
or services supported with direct federal
financial assistance, and participation in
any such explicitly religious activities
must be voluntary for the beneficiaries
of the social service program supported
with such federal financial assistance.
For purposes of greater clarity and
comprehensibility, the Executive Order
uses the term "explicitly religious" in
lieu of "inherently religious." The
Executive Order further directs that if a
beneficiary or prospective baneficiary of
a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time after the
date of the objection, refer the
beneficiary to an alternative provider.
ExecutiveOrder 13559 provides for

the establishment of an Interagency
Working Group on Faith-Based and
Other Neighborhood Partnerships
(Working Group) to review and evaluate
existing regulations, guidance
documents, and policies, and directs the
OMB to issue guidance to agencies on
uniform implementation following
receipt of the Working Group's report.
On April 27, 2012, the Working Group
issued its report, recommending a
model set of regulations and guidance
for agencies to adept,"
HUD intends to wait for OMB

guidance before initiating any
rulemalcing directed to broader changes
to HUD's existing faith-based
regulations, to ensure consistency with
faith-based regulations of other federal
agencies. However, HUD has revised Us
regulatory provisions governing faith-
based activities to incorporate the
principles of Executive Order 13559
pertaining to equal treatment of program
beneficiaries and to adopt terminology,
such as "explicitly religious" and "overt

1The report is available al: http:// .
www.whlt ••hou •••.gov/.ltCl.ld ••!aultIjiJe./upload./
finalfaithba.edworJdnsgroupreport·pdf·
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religious content," that offers greater
clarity to the limitations placed on faith-
based organizations when using federal
funds for their supportive services.
Additionally, HUD is putting in place
through this rulemaldng the provision of
Executive Order 13659 that directs thc
referral to alternative providers.
Executive Order 13559 provides that if
a beneficiary or prospective beneficiary
of a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time frame
after the date of the objection, refer the
beneficiary to an alternative provider.
While HUD will benefit from OMB
guidance on other provisions of the
Executive Order, specifically those
which the Working Group is charged to
provide recommendations, the
"referral" provision of the Executive
Order is one that HUDbelieves it can
immediately put in place. HUD may,
following receipt of public comment
and further consideration of this issue,
revise how recipients lind subrecipients
document the referral to other providers
when beneficiaries may assert
objections to the original provider. For
now, HUD is requiring that any
objections and any referrals be
documented in accordance with the
recordkeeping provisions of § 578.013.

This section of the interim rule also
contains limitations on the types of
eligible assistance that may not be
combined in a single structure or
housing unit. As the Continuum of Care
substantially increases the types of
assistance that may be combined in a
project from previous programs, HUD
has established standards in this section
to provide recipients with clarity about
the types of activities that may not be
carried out in a single structure or
housing unit.

Termination of assistance. The
interim rule provides that a recipient
may terminate assistance to a
participant who violates program
requirements or conditions of
occupancy. The recipient must provide
a formal process that recognizes the due
process of law. Recipients may resume
assistance to a participant whose
assistance has been terminated.

Recipients that are providing
permanent supportive housing for hard-
to-house populations of homeless
persons must exercise judgment and
examine all circumstances in
determining whether termination is
appropriate. Under this interim rule,
HUD has determined that a participant's
assistance should be terminated only in
the most severe cases. HUD is carrying

over this requirement from the Shelter
Plus Care program.

Fair Housing and Equal Opportunity
requirements. The Continuum of Care,
as well as its members and
subrecipients, are required to comply
with applicable civil rights laws.
Section 578.93, addressing
nondiscrhriination and equal
opportunity requirements, is provided
to offer greater direction to recipients
and subrecipients on the use of grant
funds. Section 578.93(a) states that the
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 5.105(a) apply. This includes, but
is not limited to, the Fair Housing Act,
Title VI of the Civil Rights Act of 1964.
Section 504 of tho Rohabilitation Act of
1973 (Section 504). and title Il of the
Americans with Disabilities Act.

Section 578.93(b) explains when
recipients and subrecipients may
exclusively serve a particular
subpopulation in transitional or
permanent housing. As part of these
requirements. recipients must also
administer programs and activities
receiving federal financial assistance in
the most integrated setting appropriate
to the needs of qualified individuals
with disabilities. This "integration
mandate" requires that HUD-funded
programs or activities enable
individuals with disabilities to interact
with nondisabled persons to the fullest
extent possible. In reviewing requests
for funding through the Continuum of
Care NOFA. HUD will be considering
each recipient's proposals to provide
integrated housing to individuals with
disabilities.

There are certain situations in which
a recipient or subrecipient may limit
housing to a specific subpopulation. so
long as admission does not discriminate
against any protected class. as well as
instances where recipients or
subreclplents may limit admission or
provide a preference to certain
subpopulatlons of homeless persons and
families who need the specialized
services provided in the housing. For
example. §578.93(b)(2) states that the
housing may be limited to homeless
veterans. so long as admission is not
denied based on any membership in a
protected class; e.g., homeless veterans
with families must be admitted.
Similarly, housing may be limited to
domestic violence victims and their
families or persons who are at risk of
institutionalization. so long as
admission is not denied based on any
membership in a protected class.

Section 578.93(b)(3) states that
housing may be limited to families with
children.

Section 578.93(b)(1) states that. in
consideration of personal privacy,
housing may only be limited to a single
sex when such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex.

Further. §§578.93(b){4) and (5) clearly
outline instances when sex offenders or
violent offenders may be excluded from
housing. and when projects providing
sober housing may exclude persons.

HUD's Section 504 regulations permit
housing funded under a particular
program to be reserved for persons with
a specific disability when a federal
statute or executive order specifically
authorizes such a limitation. Section
578.93(b)(6) states that if the housing is
assisted with funds under a federal
program that is limited by federal
statute or executive order to a specific
subpopulation, the housing may be
limited to that subpopulation.

Section 578.93(0)(7) provides
clarification to recipients of funds under
this part as to when a project can limit
admission to a specific subpopulation of
homeless individuals and families based
on the service package offered in the
project. To help recipients better
understand these requirements. the
following paragraphs provide a detailed
explanation of the regulatory provision.
along with a few examples.

Section 578.93(b)(7) states that
recipients may limit admission to or
provide a preference for the housing to
subpopulations of homeless persons and
families who need the specialized
supportive services that are provided in
the housing. The regulation contains the
following examples: Substance abuse
addiction treatment, domestic violence
services. or a high-intensity package
designed to meet the needs of hard-to-
reach homeless persons. However.
§578.93(b)(7) further states that while
tho housing may offor services for a
particular type of disability, no
otherwise eligible individual with 8
disability. or family that includes an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability. Below
are general examples to offer guidance
on this subsection. Please note that
these examples are non exhaustive, but
emphasize that the proper focus is on
the services available as part ofthe
Continuum of Care project as opposed
to a person's category or subcategory of
disability. While these general
principles are offered to help clarify this

ATTACHMENT .- .. -..c, .
PAGE ... E1.._ .. OF ... ~.~ .... PAGES



45438 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

section, a change in the factual scenario
may change the analysis.
One clarifying example is as follows.

A private, nonprofit organization or a
local government applies for and
receives a new grant under this part to
provide project-based rental assistance
and services, including case
management, Intensive therapy
provided by a psychiatrist, and
medication management. The recipient
or subrecipient may establish a
preferenca for individuals who are
chronically homeless. When filling an
opening in the housing, the recipient or
subrecipient may target chronically
homeless individuals or families, but if
there are no such individuals or families
either on a waiting list or applying for
entrance to the program, the recipient or
subrecipient cannot deny occupancy to
individuals or families who apply for
entrance into the program and who may
benefit from the services provided.
When filling a vacancy in the housing,
the recipient or subrecipient, if
presented with two otherwise eligible
persons, one who is chronically
homeless and one who is not, may give
a preference to the chronically homeless
individual.
By comparison, §578.93(b)(6)

addresses situations where Continuum
of Care funds are combined with HUD
funding for housing that may be
restricted to a specific disability. For
example. if Continuum of Care funds for
a specific project are combined with
construction or rehabilitation funding
for housing from the Housing
Opportunities for People With AIDS
program, the program may limit
eligibility for the project to persons with
IllY/AIDS and their families. An
individual or a family that includes an
individual with a disability may be
denied occupancy if the individual or at
least one member of the family does not
have IllY/AIDS.
In another example, a private,

nonprofit organization applies for and
receives Continuum of Care funds from
a local governmental entity to
rehabilitate a five-unit building. and
provides services including assistance
with daily living and mental health
services. While the nonprofit
organization intends to target and
advertise the project a8 offering services
for persons with developmental
disabilities, an individual with a severe
psychiatric disability who does not have
a developmental disability but who can
benefit from these services cannot be
denied.
Section 578.93(e) incorporates the

"preventing involuntary family
separation" requirement set forth in
Section 404 of the McKinney·Veto Act

into this interim rule. This provision
clarifies, especially for projects where
the current policy is to deny the
admittance of a boy under the age of 18,
that denying admittance to a project
based on age and gender is no longer
permissible. HUD encourages
Continuums of Care to use their
centralized or coordinated assessment
systems to find appropriate shelter or
housing for families with male children
under the age of 18.

Specific request for comment. HUD
specifically seeks comments from
Continuum of Care-funded recipients on
this requirement. HUD invites
comments about the difficulty that
recipients are going to experience, if
any, in implementing this requirement.
In addition to comments about the
difficulties, HUD invites communities
that have already implemented this .
requirement locally to describe their
methods for use in RUD's technical
assistance materials and for posting on
the HUDHomeless Resource Exchange.

Other standards. In addition to the
program requirements described in this
preamble, the interim rule sets forth
other program requirements by which
all recipients of grant funds must abide.
These include a limitation on the use of
grant funds to serve persons defined as
homeless under other federal laws,
conflicts of interest standards, and
standards for identifying uses of
program income.
Additionally, recipients are required

to follow other federal requirements
contained in this interim rule under
§578.99. These include compliance
with such federal requirements as the
Coastal Barriers Resources Act, OMB
Circulars, HOD's Lead-Based Paint
regulations, and audit requirements.
The wording of these requirements has
been substantially revised from previous
programs, with the objective being to
increase clarity and comprehension of
the directions to recipients and
subrecipients in the use of grant funds.
Administration (Subpart G)

Technical assistance. The purpose of
technical assistance under the
Continuum of Care program is to
increase the effectiveness with which
Continuums of Care, eligible applicants.
recipients, subrecipients, and UFAs
implement and administer their
Continuum of Care planning process.
Technical assistance will also improve
the capacity to prepare applications,
and prevent the separation of families in
projects funded under the Emergency
Solutions Grants, Continuum of Care,
and Rural Housing Stability Assistance
programs. Under this interim rule,
technical assistance means the transfer

of skills and know ledge to entities that
may need, but do not possess. such
skills and knowledge. The assistance
may include written information, such
as papers, manuals, guides, and
brochures; person-to-person exchanges;
and training and related costs.
Therefore, as needed, HUDmay

advertise and competitively select
providers to deliver technical
assistance. HUD may enter into
contracts, grants, or cooperative
agreements to implement the technical
assistance. HOD may also enter into
agreements with other federal agencies
when awarding technical assistance
funds.

Recorrlkeeping requirements. Grant
recipients under the Supportive'
Housing Program and the Shelter Plus
Care program have always been required
to show compliance with regulations·
through appropriate records. However,
the existing regulations are not specific
about the records to be maintained. The
interim rule for the Continuum of Care
program elaborates upon the
recordkeeping requirements to provide
sufficient notice and clarify the
documentation that HOD requires for
assessing compliance with the program
requirements. The recordkeeping
requirements for documenting homeless
status were published in the December
5,2011. Defining Homeless final rule.
Because these recordkeeping
requirements already went through a 60-
day comment period, HUD is not
seeking further comment on these
requirements. Additionally,
recordkeeping requirements with
similar levels of specificity apply to
documentation of "at risk of
homelessness" and these requirements
can be found in §576.500(c) of the
Emergency Solutions Grants program
interim rule published on December 5,
2011. Because the documentation
requirements pertaining to "at risk of
homelessness" were already subject to a
60-day public comment period, HUD is
not seeking additional comment on
these requirements. Further
requirements are modeled after the
recordkeeping requirements for the
HOME Investment Partnerships Program
(24 CPR92.508) and other HUD
rezulations,
Included along with these changes are

new or expanded requirements
regarding confidentiality, rights of
access to records, record retention
periods, and reporting requirements.
Most significantly, to protect the safety
and privacy of all program participants,
the Continuum of Care rule broadens
the program's confidentiality
requirements. The McKinney·Vento Act
requires only procedures to ensure the
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confidentiality of records pertaining to
any individual provided family violence
prevention or treatment services under
this program. The interim rule requires
written procedures to ensure the
security and confidentiality of all
records containing personally
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance.

Grant and project changes. The
interim rule provides that recipients of
grants may not make any significant
changes to use of grant funds without
prior HUD approval, evidenced by a
grant amendment signed by HUD and
the recipient. The interim rule provides
separate standards for determining
when a grant amendment is required for
Continuums having only one recipient,
including UFAs, and Continuums
having more than one recipient.
Additionally, the interim rule provides
contingencies that must be met before
HUDwill approve the grant
amendment. These contingencies are
necessary to ensure that recipients meet
the capacity requirements established in
the NOFA and to ensure that eligible
persons within the geographic area are
better served and, since the Continuum
of Care program is a competitive
program, that the priorities established
under the·NOFA continue to be met.
Any changes to an approved grant or
project that do not require a grant
amendment, as set forth in this section,
must be fully documented in the
recipient's or subrecipient's records.

Sanctions. The interim rule
establishes sanctions based on existing
regulations and strengthens the
enforcement procedures and array of
remedial actions and sanctions for
recipients and snbrecipients of
Continuum of Care funds. These
revisions draw from the requirements at
24 CFR85.43 and other HUD program
regulations.

Close-out. The interim rule provides
that grants must be closed out at the end
of their grant term if recipients are not
seeking renewal. Section 578.109 of this·
interim rule specifies the actions that
must be taken after the closeout,
including grantee submission of
financial, final performance, or other
reports required by HUDwithin 90 days
of the end of the grant term. Any unused
funds must be deobligated and returned
toHUD.
The interim rule stipulates, for grants

seeking renewal, that failure to submit
final performance reports, or other
reports required by HUD within 90
days, may cause renewal funds to be
withdrawn and grant funds expended
on the renewal grant to be repaid.

III. Regulations for BUD Homeless
Assistance Programs Existing Prior to
Enactment of HEARTHAct
Because grants are still being

administered under the Shelter Plus
Care program and the Supportive
Housing program, the regulations for
these programs in 24 CFRparts 582, and
583, respectively, will remain in the
Code of Federal Regulations for the time
being. When no more, or very few,
grants remain under these programs,
HUDwill remove the regulations in
these parts by a separate rule (if no
grants exist) or will replace them with
a savings clause, which will continue to
govern grant agreements executed prior
to the effective date of the HEARTHAct
regulations.
IV. Conforming Regulations
In addition to establishing the new

regulations for the Continuum of Care
program, HUD is amending the .
following regulations, which reference
the Shelter Plus Care Program and the
Supportive Housing Program, to include
reference to the Continuum of Care
program. These regulations are the
regulations pertaining to: (1) Family
Income and Family Payment;
Occupancy Requirements for Section 8
and Public Housing, Other HUD-
Asststed Housing Sarving Persons with
Disabilities, and Section 8 Project-Based
Assistance, the regulations for which are
in 24 CFR part 5, subpart F, specifically,
.§ 5.601 (Purpose and Applicability),
paragraphs (d) and (e) ofthis section;
§5.603 (Definitions), specifically the
definition of "Responsible Entity;"
§5.617 (Self-Sufficiency Incentives for
Persons with Disabilities-Disallowance
of Increase in Annual Income),
paragraph (a) of this section; (2)
Environmental Review Responsibilities
for Entities Assuming HUD
Environmental Responsibilities, the
regulations for which are in 24 CFR part
58, specifically §58.1 (purpose and
Applicability), paragraph (b)(3) of this
section; and (3) the Consolidated
Submissions for Community Planning
and Development Programs, the .
regulations for which are in 24 CFRpart
91, specifically, §91.2 (Applicability),
paragraph (b) of this section.
V. Justification for Interim Rulemaking
In accordance with its regulations on

rulemaking at 24 CFRpart 10, HUD
generally publishes its rules for advance
public comment.2 Notice and public

2 Tho Administrative Procodure Act (5 U.S.c.
Subchapter H) (APA), which gov8I'Ill federal
rulemaklng, provides in section 553(a) that matters
involving. military or foreJsn affair. function of tho
United States or B matter raletlng to fedoral agency

procedures may be omitted, however, if
HUD determines that, in a particular
case or class of cases, notice and public
comment procedure are "impracticable,
unnecessary, or contrary to the public
interest." (See 24 CFR 10.1.)
In this case, ffiJD has determined that

it would be contrary to the public
interest to delay promulgation of the
regulations for the Continuum of Care
program.s Congress has provided
funding for this new program in the
Consolidated and Further Continuing
Appropriations Act, 2012 (Pub. L. 112-
55, approved November 18, 2011) (FY
2012 Appropriations Act). The FY 2012
Appropriations Act, under the account
for Homeless Assistance Grants,
appropriates not less than $1.593 billion
for the Continuum of Care and Rural
Housing Stability programs. While
many federal programs, including HUD
programs, received a reduction in
funding in the FY 2012 Appropriations
Act, Congress increased funding for
HUD's homeless assistance grants,
including the Continuum of Care
program. Additionally, the Conference
Report accompanying the FY 2012
Appropriations Act (House Report 112-
284) states in relevant part, as follows:
"The conferees express concern that
HUD continued to implement pre-
HEARTH grant programs in FY 2011,
due to alack of regulations. The
conferees direct HUD to publish at least
interim guidelines for the Emergency
Solutions Grants and Continuum of Care
programs this fiscal year and to
implement the new grant programs as
soon as possible so that the updated
policies and practices in HEARTH can
begin to govern the delivery of homeless
assistance funding." (See Conf. Rpt. at
page 319. Emphasis added.) Given this
congressional direction, HUD is issuing
this rule providing for regulations for
the Continuum of Care program as an
interim rule. Having interim regulations
in place will allow ffiJD to move
forward in making FY 2012 funds
available to grantees, and avoid a
significant delay that would result from
issuance, first, of a proposed rule. As

man"8ement or personael or to public properly.
1000000,grants, benefitl, or eontreets ore exempt from
the advance nolice and public commllllt
requirement of sections 553(b) and (c) of the lIPA.
In It. regulaticm8 in 24 CFR 10.1, HUDhu waived
the exemption for advance notice and public
comment for matters that relate to public property,
108llB.grant s, benefit •• or contracts. and has
committed to undertake notice and comment
rulemaldng for these matters.
• Although HUD's regulatlcn in 24 CPR 10.1

provide that HUD will involve public pazlicipatioD
in It. rulemaking. thls zegulatlon aloo provides that
notice and public procedure will be omitted lfHUD
determines in a partlculaz cue or c1us of cases that
notice and public procedure ore impracticable,
unnecessary. or contrary to the pubHc Intereat,
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has been discussed in this preamble, the
foundation for the Continuum of Care
regulations is the criteria and
requirements provided in NOFAs for the
Continuum of Care Homeless Assistance
Grants Competition program, which
HUD has funded for more than 10 years.
Through the Continuum of Care
Homeless Assistance Grants
Competition program, HUDprovided
funding for the Supportive Housing
program, the Shelter Plus Care program,
and the Section 8 Moderate
Rehabilitation Single Room Occupancy
program. The HEARTHAct
consolidated these three competitive
programs into the statutorily established
Continuum of Care program, which was
established as a single grant program.
Interim regulations will provide
certainty with respect to funding
requirements and eligible expenditures
for FY 2012, and the public comment
solicited through this interim rule will
help inform the public procedures that
HUD is contemplating in its regulations
in 24 CFRpart 10, and this public
comment, in turn, will inform the final
rule that will follow this interim rule
and govern the funding years following
FY 2012.
For the reasons stated above, HUD is

issuing this rule to take immediate
effect, but welcomes all comments on
this interim rule and all comments will
be taken into consideration in the
development of the final rule.
VI. Findings and Certifications
Regulatory Review-Executive Orders
12866 and 13563
Under Executive Order 12866

(Regulatory Planning and Review). a
determination must be made whether a
regulatory action is significant and,
therefore, subject to review by the Office
ofManagement and Budget (OMB)in
accordance with the requirements of the
order. Executive Order 13563
(Improving Regulations and Regulatory
Review) directs executive agencies to
analyze regulations that are "outmoded,
ineffective, insufficient. or excessively
burdensome. and to modify, streamline,
expand. or repeal them in accordance
with what has been learned." Executive
Order 13563 also directs that, where
relevant, feasible. and consistent with
regulatory objectives. and to the extent
permitted by law, agencies are to
identify and consider regulatory
approaches that reduce burdens and
maintain flexibility and freedom of
choice for the public. This rule was
determined to be a "significant
regulatory action." as defined in section
3(f) of Executive Order 12866 (although
not an economically significant

regulatory action, as provided under
section 3(f)(1) of the Executive Order).
As has been discussed in this

preamble, this interim rule establishes
the regulations for the Continuum of
Care program, which is the HEARTH
Act's codification of HUD's long-
standing Continuum of Care planning
process. The HEARTHAct not only
codified in law the planning system
known as Continuum of Care, but
consolidated the three existing
competitive homeless assistance grant
programs (Supportive Housing, Shelter
Plus Care, and Single Room Occupancy)
into the single grant program known as
the Continuum of Care program. As
discussed in the preceding section of
the preamble, HUD funded these three
programs for more than 10 years
through a NOFA, which was titled the
Continuum of Care Homeless Assistance
Grants Competition Program. However,
the funding of the three competitive
grant programs, although done through
a single NOFA, delineated the different
statutes and regulations that governed
each of the three programs (see, for
example, HUD's 2008 Continuum of
Care NOFA at 73 FR 398450. .
specifically page 39845). In
consolidating these three competitive
programs into a single grant program,
the HEARTHAct achieves the
administrative efficiency that HUD
strived to achieve to the extent possible.
through its administrative establishment
of the Continuum of Care planning
process. To the extent permitted by the
HEARTHAct and where feasible. the
regulations build-in flexibility for
grantees. based on experience in
administering the Continuum of Care
program to date. Given the transition
from administrative operation of the
Continuum of Care program to statutory
operation of the Continuum of Care
program, this interim rule would also
have no discernible impact upon the
economy.
The-docket file is available for public

inspection in the Regulations Division,
Office of the General Counsel, Room
10276.451 7th Street SW., Washington,
DC 20410-0500. Due to security
measures at the HUDHeadquarters
building, please schedule an
appointment to review the docket file by
calling the Regulations Division at 202-
708-3055 Ithlsds not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTY by calling the Federal
Relay Service at 800-877-8339.
Environmental Impact
A Finding of No Significant Impact

(FONSI)with respect to the
environment has been made in

accordance with HUD regulations at 24
CFRpart 50. which implement section
102(2)(C)of the National Environmental
Policy Act of 1969 (42 U.S.C.
4332(2)(C)).The Finding of No
Significant Impact is available for public
inspection between the hours of 8 a.m.
and 5 p.m. weekdays in the Regulations
Division, Office of General Counsel,
Department of Housing and Urban
Development, 451 7th Street SW., Room
10276, Washington, DC 20410-0500.
Due to security measures at the HUD
Headquarters building, please schedule
an appointment to review the FONS}by
calling the Regulations Division at 202-
708-3055 (this is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTYby calling the Federal
Relay Service at 800-877-8339.
Unfunded Mandates Reform Act

The Unfunded· Mandates Reform Act
of 1995 (2 U.S.C. 1531-1538) (UMRA)
establishes requirements for federal
agencies to assess the effects of their
regulatory actions on State. local. and
tribal governments and on the private
sector. This interim rule does not
impose a federal mandate on any State,
local. or tribal government, or on the
private sector. within the meaning of
UMRA.
Regulatory Flexibility Act
The Regulatory Flexibility Act (5

U.S.C. 601 et seq.) generally requires an
agency to conduct a regulatory
flexibility analysis of any rule subject to
notice and comment rulemaking
requirements, unless the agency certifies
that the rule will not have a significant
economic impact on a substantial
number of small entities. This rule
solely addresses the allocation and use
of grant funds under the new
McKinney-Vento Act homeless
assistance programs. as consolidated
and amended by the HEARTH Act. As
discussed in the preamble, the majority
of the regulatory provisions proposed by
this rule track the regulatory provisions
of the Continuum of Care program. with
which prospective recipients of the
Supportive Housing program and the
Shelter Plus Care program are familiar.
Accordingly, the program requirements
should raise minimal issues because
applicants and grantees are familiar
with these requirements, and in
response to HUD's solicitations to them
on the burden of the requirements for
the Supportive Housing program and
the Shelter Plus Care program, grantees
have not advised that such requirements
are burdensome. Therefore, HUD has
determined that this rule would not
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have a significant economic impact on
a substantial number of small entities.
Notwithstanding HUD's

determination that this rule will not
have a significant effect on a substantial
number of small entities, HUn
specifically invites comments regarding
any less burdensome alternatives to this
rule that will meet HUD's objectives as
described in this preamble.

Executive Order 13132, Federalism
Executive Order 13132 (entitled

"Federalism") prohibits an agency from
publishing any rule that has federalism
implications if the rule either imposes

substantial direct compliance costs on
State and local governments and is not
required by statute, or the rule preempts
State law, unless the agency meets the
consultation and funding requirements
of section 6 of the Executive Order. This
final rule does not have federalism
implications and does not impose
substantial direct compliance costs on
State and local governments nor
preempts State law within the meaning
of the Executive Order.

Paperwork Reduction Act
The information collection

requirements contained in this interim

rule have been submitted to the Office
of Management and Budget (OMB)
under the Paperwork Reduction Act of
1995 (44 U.S.C. 3501-3520). In
accordance with the Paperwork
Reduction Act, an agency may not
conduct or sponsor, and a person is nol
required to respond to, a collection of
information, unless the collection
displays a currently valid OMB control
number.
The burden of the information

collections in this interim rule is
estimated as follows:

REPORTING AND RECORDKEEPING BURDEN

Informationcollection Total annual
hours

Number of
respondents

Response
frequency
(average)

Total annual
responses

Burden hours
per response

§ 578.5(a) Establishing the ceo .
§ 578.5(b) Establishing the Board .
§578.7(a)(1) Hold coe Meetings : .
§578.7(a)(2) Invitationfor New Members ; .
§578.7(a)(4) Appoint committees .
§ 578.7(a)(5) Governance charter .
§578.7(a)(6) and (7) Monitorperformance and evaluation
§ 578.7(a)(8) Centralized or coordinated assessment sys-
tsm .

§ 578.7(a)(9) Written standards .
§578.7(b) Designate HMIS .
§ 578.9 AppHcatlonfor funds .
§578.11(c) Develop coe plan .
§578.21(c) Satisfying condHlons .
§578.23 executing grant agreements .
§578.35(b) Appe~lo .
§ 578.35(c) Appeal-denled or decreased funding .
§578.35(d) Appeal--competing COC .........•.•......•...............
§ 578.35(e) Appeal--Consolldated Plan certHlcatlon .
§578.49(a)-leaslng exceptions ; .
§678.65 HPC Standards .
§578.75(a)(1) Stale and local requlrements-approprlate
servlca provision .

§ 578.75(a)(1) State and local requlrements-houslng
codes .

§578.75(b) Housing quality standards .
§578.75(b) Suitable dwellingsize .
§578.75(c) Meals .
§578.75(e) Ongoing assessm~nt of supportive services .
§578.75(f) Residential supervision .
§ 578.75(g) Participation of homeless Individuals
§578.75(h) Supportive service agreements .
.§ 578.n(a) Signed leases/occupancy agreements .
§57B.n(b) Calculallng occupancy charges ".
§ 578.n(c) Calculating rent .." " " .
§57B.81(a) Use restr1ctlon .
§578.91(a) Termination of assistance .
§578.91(b) Due process for termination of assistance .
§ 578.95(d}-Conmct-of-lnterest exceptions .
§578.103(aX3) Documenllng homelessness ,," ..
§578.103(aX4) Documenting at risk of homelessness .
§578.103(a)(5) Documenting imminent threat of harm .
§57B.103(a)(7) Documenting program participant records
§578.103(a)(7) Documenting case management .
§578.103(a)(13) Documenting faith-based aellvltles
§57B.103(b) ConfidentlaUIyprocedures .
§578.105(a) GranVproJectchanges-UFAs " .
§57B.105(b) GranVprojectchanges-muHlple project appli-
cants .

Total " .

450
450
450
450
450
450
450

450
450
450
450
450

8,000
8,000

10
15
10
5
5
20

7.000

20
72,800
72,800
70,720
8,000
6,600
11,600
3,000

104,000
1,840
2,000

20
400

4,500
10

300,000
10,000

200
350,000
8,000
8,000
11,500

20

800

1
1
2
1
2
1
4

1
1
1
1
1
1
1
1
1
1
1
1
1

1
2
2
1
1
3
1
100
2
200
200

1
1
1
1
1
1
1
6
12
1
1
2

1

450
450
900
450
900
450
450

450
450
450
450
450

8,000
8,000

10
15
10
5
5
20

7.000

20
145,600
145,600
70,720
8,000
19,800
11,500
30,000
208,000
368,000
400,000

20
400

4,500
10

300,000
10,000

200
2,100,000

96,000
8,000
11,500

40

800

8.0
5.0
4.0
1.0
0.5
7.0
9.0

8.0
5.0
10.0
180.0
9.0
4.0
1.0
4.0
1.0
5.0
2.0
1.5
10.0

0.5

3.0
1.0

0.08
0.5
1.5

0.75
1.0
0.5
1.0

0.75
0.75
0.5
4.00
3.0
3.0
0.25
0.25
0.5
0.25
1.0
1.0
1.0
2.0

2.0

3,600
2,250
3,600
450
450

3,150
4,050

3,600
2,250
4,500
81,000
4,050
32,000
8,000

40
15
50
10
7.5
200

3.500

60
145,600
11,648
35,360
12,000
14,850
11,500
15,000

208,000
276,000
300,000

10
1,600
13,500

30
75,000
2,500
100

525,000
96,000
8.000
11,500

BO
1,600

1,921.710.5
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In accordance with 5 CFR
1320.8(d)(1),HUD is soliciting
comments from members of the public
and affected agencies concerning this
collection of information to:
(1)Evaluate whether the proposed

collection of information is necessary
for the proper performance of the
functions HUD, including whether the
information will have practical utility;
(2)Evaluate the accuracy of HUD's

estimate of the burden of the proposed
collection of information;
(3)Enhance the quality, utility, and

clarity of the information to be
collected; and
(4)Minimize the burden of the

collection of information on those who
are to respond, including through the
use of appropriate automated collection
techniques or other forms of information
technology; e.g., permitting electronic
submission of responses.
Interested persons are invited to

submit comments regarding the
information collection requirements in
this rule. Comments must refer to the
proposal by name and docket number
(FR-5476-I-Dl) and be sent to: HUD
Desk Officer, Office ofManagement and
Budget, New Executive Office Building,
Washington, DC 20503, Fax: (202) 395-
6947, and Reports Liaison Officer,
Office of the Assistant Secretary for
Community Planning and Development,
Department of Housing and Urban
Development, 451 Seventh Street SW.,
Room 7233,Washington, DC 2041~
7000.
Interested persons may submit

comments regarding the information
collection requirements electronically
through the Federal eRulemaking Portal
at http://www.regulations.gov. HUD
strongly encourages commenters to
submit comments electronically.
Electronic submission of comments
allows the commenter maximum time to
prepare and submit a comment, ensures
timely receipt by HUD, and enables
HUDto make them immediately
available to the public. Comments
submitted electronically through the
http://www.regulations.gov Web site can
be viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.
List of Subjects in 24 CFR Part 578
Community facilities, Continuum of

Care, Emergency solutions grants, Grant
programs-housing and community
development, Grant program-social
programs, Homeloss, Rural housing,
Reporting and recordkeeping
requirements, Supportive housing

programs- housing and community
development, Supportive services.
Accordingly, for the reasons described

in the preamble, HUDadds part 578 to
subchapter C of chapter V of subtitle B
of 24 CFR to read as follows:

PART 578-CONTINUUM OF CARE
PROGRAM

Subpart A-General Provisions

Sec.
578.1 Purpose and scope.
578.3 Definitions.
Subpart B-Establlshlng and Oparatlng a
Continuum of Care
578.5 Establishing the Continuum of Care.
578.7 Responsibilities of the Continuum of

Care.
578.9 Preparing an application for funds.
578.11 Unified Funding Agency.
578.13 Remedial action.
Subpart C-Appllcatlon and Grant Award
Process
578.15 Eligible applicants.
578.17 Overview of application and grant

award process.
578.19 Application process.
578.21 Awarding funds.
578.23 Executing grant agreements.
578.25 Site control.
578.27 Consolidated plan.
578.29 Subsidy layering.
578.31 Environmental review.
578.33 Renewals.
578.35 Appeal.
Subpart D-Program Components and
Eligible Costs
678.37 Programcomponents and uses of

assistance.
578.39 Continuum of Careplanning

activities.
578.41 Unified Funding Agency costs.
678.43 Acquisition.
578.46 Rehabilitation.
578.47 New construction.
578.49 Leasing.
578.51 Rental assistance.
578.53 Supportive services.
578.55 Operating costs.
578.57 HomelessManagement Information

System.
578.59 Project administrative costs.
578.61 Relocation costs.
578.63 Indirect costs.
Subpart E-Hlgh·Per1ormlng Communities
578.65 Standards.
578.67 Publication of application.
578.69 Cooperation among entitics.
578.71 HPC-eligibleactivities.
Subpart F-Program Requ'lrements
578.73 Matching requirements.
578.75 General operations.
578.77 Calculating uccupancy charges and

rent.
578.79 Limitation on transitional housing.
578.81 Term of commitment, repayment of

grants, and prevention of undue benefits.
578.83 Displacement, relocation, and

acquisition.
578.85 Timelincss standards.

578.87 Llmltation on use of funds.
578.89 Ltmttatlon on use of grant funds to

serve persons defined a8homeless under
other federal laws.

578.91 Termination of assistance to
program participants.

578.93 Fair Housing and Equal
Opportunity.

678.95 Conflicts of interest.
578.97 Program income.
578.99 Applicability of other federal

requirements.
Subpart G-Grent Administration
578.101 Technical assistance.
678.103 Recordkeeping requirements.
578.105 Grant and project changes.
578.107 Sanctions.
578.109 Closeout.
Authority: 42 U.S.C. 11371 fit seq., 42

U.S.C.3636(dJ.

Subpart A-General Provisions

§678.1 Purpose and scope.
(a) The Continuum of Care program is

authorized by subtitle C of title IV of the
McKinney·Vento Homeless Assistance
Act (42 U.S.C. 11381-11389).
(b) The program is designed to:
(1) Promote communitywide

commitment to the goal of ending
homelessness;
(2) Provide funding for efforts by

nonprofit providers, States, and local
governments to quickly rehouse
homeless individuals (including
unaccompanied youth) and families,
while minimizing the trauma and
dislocation caused to homeless
individuals, families, and communities
by homelessness;
{3)Promote access to and effective

utilization of mainstream programs by
homeless individuals and families; and
(4) Optimize self-sufficiency among

individuals and families experiencing
homelessness.
§678.3 Definitions.
As used in this part:
Act means the McKinney-Vento

Homeless Assistance Act as amanded
(42 U.S.C. 11371 et seq.).

Annual renewal amount means the
amount that a grant can be awarded on
an annual basis when renewed. It
includes funds only for those eligible
activities (operating, supportive
services, leasing, rental assistance,
HMIS, and administration) that were
funded in the original grant (or the
original grant as amended), less the
unrenewable activities (acquisition, new
construction, rehabilitation, and any
administrative costs related to these
activities).

Applicant means an eligible applicant
that has been designated by the
Continuum of Care to apply for
assistance under this part on behalf of
that Continuum.
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At risk of homelessness. (1) An
individual or family who:
(i) Has an annual income below 30

percent of median family income for the
area, as determined by HUD;
(li) Does not have sufficient resources

or support networks, e.g., family,
friends, faith-based or other social
networks, immediately available to
prevent them from moving to an
emergency shelter or another place
described in paragraph (1) of the
"Homeless" definition in this section;
and
(iii) Meets one of the following

conditions:
(A)Has moved because of economic

reasons two or more times during the 60
days immediately preceding the
application for homelessness prevention
assistance;
(B)Is living in the home of another

because of economic hardshi:p;
(C)Has been notified in wnting that

their right to occupy their current
housing or living situation will be
terminated within 21 days of the date of
application for assistance;

(D) Lives in a hotel or motel and the
cost of the hotel or motel stay is not paid
by charitable organizations or by
federal, State, or local government
programs for low-income individuals;
(E)Lives in a single-room occupancy

or efficiency apartment unit in which
there reside more than two persons, or
lives in a larger housing unit in which
there reside mote than 1.5 people per
room, as defined by the U.S. Census
Bureau;
(F) Is exiting a publicly funded

institution, or system of care (such as a
health-care facility, a mental health
facility, foster care or other youth
facility, or correction program or
institution); or

(G) Otherwise lives in housing that
has characteristics associated with
instability and an increased risk of
homelessness, as identified in the
recipient's approved consolidated plan:
(2)A child or youth who does not

qualify as "homeless" under this
section, but qualifies as "homeless"
under section 387(3) of the Runaway
and Homeless Youth Act (42 U.S.C.
5732a(3)), section 637(11) of the Head
Start Act (42 U.S.C. 9832(11», section
41403(6) of the Violence Against
Women Act of 1994 (42U.S.C. 140430-
2(6)), section 330(h)(5)(A)of the Public
Health Service Act (42 U.S.C.
254b(h)(5)(A)), section 3(m) of the Food
and Nutrition Act of 2008 (7 U.S.C.
2012(m)), or section 17(b)(15) of the
Child Nutrition Act of 1966 (42 U.S.C.
1786(b)(15));or
(3)A child or youth who does not

qualify as "homeless" under this

section, but qualifies as "homeless"
under section 725(2) of the McKinney-
Vento Homeless Assistance Act (42
U.S.C. 11434a(2», and the parent(s) or
guardian(s) of that child or youth if
living with her or him.

Centralized or coordinated
assessment system means a centralized
or coordinated process designed to
coordinate program participant intake
assessment and provision of referrals. A
centralized or coordinated assessment
system covers the geographic area, is
easily accessed by individuals and
families seeking housing or services, is
well advertized, and includes a
comprehensive and standardized
assessment tool.

Chronically homeless. (1) An
individual who:
(i) Is homeless and lives in a place not

meant for human habitation, a safe
haven, or in an emergency shelter; and
(li) Has been homeless and living or·

residing in a place not meant for human
habitation, a safe haven, or in an
emergency shelter continuously for at
least one year or on at least four separate
occasions in the last 3 years; and
(iii) Can be diagnosed with one or

more of the following conditions:
substance use disorder, serious mental
illness, developmental disability (as
defined in section 102 of the
Developmental Disabilities Assistance
Bill of Rights Act of 2000 (42 U.S.C.
15002». post-traumatic stress disorder,
cognitive impairments resulting from
'brain injury, or chronic physical illness
or disability;
(2) An individual who has been

residing in an institutional care facility,
including a jail, substance abuse or
mental health treatment facility,
hospital, or other similar facility, for
fewer than 90 days and met all of the
criteria in paragraph (1) of this
definition, before entering that facility;
or
(3)A family with an adult head of

household (or if there is no adult in the
family, a minor head of household) who
meets all of the criteria in paragraph (1)
of this definition, including a family
whose composition has fluctuated while
the head of household has been
homeless.

Collaborative applicant means the
eligible applicant that has been
designated by the Continuum of Care to
apply for a grant for Continuum of Care
planning funds under this part on behalf
of the Continuum.

Consolidated plan means the HUD-
approved plan developed in accordance
with 24 CFR91.

Continuum of Care and Continuum
means the group organized to carry out
the responsibilities required under this

part and that is composed of
representatives of organizations.
including nonprofit homeless providers,
victim service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service providers,
mental health agencies, hospitals,
universities, affordable housing
developers, law enforcement,
organizations that serve homeless and
formerly homeless veterans, and
homeless and formerly homeless
persons to the extent these groups are
represented within the geographic area
and are available to participate.

Developmental disability means, as
defined in section 102 of the
Developmental Disabilities Assistance
and Bill of Rights Act of 2000 (42 U.S.C.
15002):
(1) A severe; chronic disability of an

individual that-
(i) Is attributable to a mental or

physical impairment or combination of
mental and physical impairments;
(li) Is manifested before the individual

attains age 22;
(iii) Is likely to continue indefinitely;
(iv) Results in substantial functional

limitations in three or mote of the
following areas of major life activity:
(A) Self-care;
(B) Receptive and expressive

language;
(C)Learning;
(D)Mobility;
(E) Self-direction;
(F) Capacity for independent living;
(G) Economic self-sufficiency.
(v) Reflects the individual's need for

a combination and sequence of special,
interdisciplinary, or generic services.
individualized supports. or other forms
of assistance that are of lifelong or
extended duration and are individually
planned and coordinated.
(2)An individual from birth to age 9.

inclusive. who has a substantial
developmental delay or specific
congenital or acquired condition, may
be considered to have a developmental
disability without meeting three or more
of the criteria described in paragraphs
(1)(i) through (v) of the definition of
"developmental disability" in this
section if the individual, without
services and supports, has a high
probability of meeting these criteria
later in life.

Eligible applicant means a private
nonprofit organization, State, local
government, or instrumentality of State
,and local government.

Emergency shelter is defined in 24
CFRpart 576. ,

Emergency Solutions Grants (ESG)
means the grants provided under 24
CFRpart 576.

c.
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FairMarket Rent (FMR)means the
Fair Market Rents published in the
Federal Register annually by HUD.

High-perforIillng community (HPC)
means a Continuum of Care that meets
the standards in subpart E of this part
and has been designated as a high-
performing community by HUD.

Homeless means:
(1)An individual or family who lacks

a fixed, regular, and adequate nighttime
residence, meaning:
(i)An individual or family with a

primary nighttime residence that is a
public or private place not designed for
or ordinarily used as 8 regular sleeping
accommodation for human beings,
including a car, park, abandoned
building, bus or train station, airport, or
camping ground;
(ii) An individual or family living in

a supervised publicly or privately
operated shelter designated to provide
temporary living arrangements '
(including congregate shelters,
transitional housing, and hotels and
motels paid for by charitable
organizations or by federal, State, or
local government programs for low-
income individuals); or
(iii) An individual who is exiting an

institution where he or she resided for
90 days or less and who resided in an
emergency shelter or place not meant
for human habitation immediately
before entering that institution;
(2)An individual or family who will

imminently lose their primary nighttime
residence, provided that:
(i) The primary nighttime residence

will be lost within 14 days of the date
of application for homeless assistance;
(ii) No subsequent residence has been

identified; and
(iii) The individual or family lacks the

resources or support networks, e.g.,
family, friends, faith-based or other
social networks, needed to obtain other
permanent housing;
(3)Unaccompanied youth under 25

years of age, or families with children
and youth, who do not otherwise
qualify as homeless under this
definition, but who:
(I)Are defined as homeless under

section 387 of the Runaway and
Homeless Youth Act (42U.S.C. 5732a),
section 637 of the Head Start Act (42
U.S.C. 9832), section 41403 of the
Violence Against Women Act of 1994
(42U.S.C. 14043e-2), section 330(h) of
the Public Health Service Act (42 U.S.C.
254b(h)), section 3 of the Food and
Nutrition Act of 2008 (7 U.S.C. 2012),
section 17(b) of the Child Nutrition Act
of 1966 (42 U.S.C. 1786(b», or section
725 of the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11434a);

(Ii) Have not had a lease, ownership
interest, or occupancy agreement in
permanent housing at any time during
the 60 days immediately preceding the
date of application for homeless
assistance;
(iii) Have experienced persistent

instability as measured by two moves or
more during the 50-day period
immediately preceding the date of
appl~g for homeless assistance; and
(iv) Can be expected to continue in

such status for an extended period of
time because of chronic disabilities;
chronic physical health or mental health
conditions; substance addiction;
histories of domestic violence or
childhood abuse (including neglect); the
presence of a child or youth with a
disability; or two or more barriers to
employment, which include the lack of
a high school degree or General
Education Development (GED),
illiteracy, low English proficiency, a
history of incarceration or detention for
criminal activity, and a history of
unstable emp'loyment; or
(4) Any individual or family who:
(i) Is fleeing, or is attempting to flee,

domestic violence, dating violence,
sexual assault, stalking, or other
dangerous or life-threatening conditions
that relate to violence against the
individual or a family member,.
including a child, that has either taken
place within the individual's or family's
primary nighttime residence or has
made the individual or family afraid to
return to their primary nighttime
residence;
(ii) Has no other residence; and
(iii) Lacks the resources or support

networks, e.g., family, friends, and faith-
based or other social networks, to obtain
other permanent housing.

Homeless Management Information
System (HMlS)means the information
system designated by the Continuum of
Care to comply with the HMIS
requirements prescribed by HUD.

HMIS Lead means the entity
designated by the Continuum of Care in
accordance with this part to operate the
Continuum's HMIS on its behalf.

Permanent housing means
community-based housing without a
designated length of stay, and includes
both permanent supportive housing and
rapid rehousing. To be permanent
housing, the program participant must
be the tenant on a lease for a term of at
least one year, which is renewable for
terms that are a minimum of one month
long, and is terminable only for cause.

Permanent supportive housing means
permanent housing in which supportive
services are provided to assist homeless
persons with a disability to live
independently.

Point-in-time count means a count of
sheltered and unsheltered homeless
persons carried out on one night in the
last 10 calendar days of January or at
such other time as required by HUD.

Private nonprofit organization means
an organization:
(1) No part of the net earnings of

which inure to the benefit of any
member, founder, contributor, or
individual;
(2) That has a voluntary board;
(3) That has a functioning accounting

system that is operated in accordance
with generally accepted accounting
principles, or has designated a fiscal
agent that will maintain a functioning
accounting system for the organization
in accordance with generally accepted
accounting principles; and
(4) That practices nondiscrimination

in the provision of assistance.
A private nonprofit organization does

not include governmental organizations,
such as public housing agencies.

Program participant means an
individual (including an
unaccompanied youth) or family who is
assisted with Continuum of Care
program funds.

Project means a group of eligible
activities, such as HMIS costs, identified
as a project in an application to HUD for
Continuum of Care funds and includes
a structure (or structures) that is (are)
acquired, rehabilitated, constructed, or
leased with assistance provided under
this part or with respect to which HUD
provides rental assistance or annual
payments for operating costs, or
supportive services under this subtitle.

Recipient means an applicant that
signs a grant agreement with HUD.

Safe haven means, for the purpose of
defining chronically homeless,
supportive housing that meets the
following:
(1) Serves hard to reach homeless

persons with severe mental illness who
came from the streets and have been
unwilling or unable to participate in
supportive services;
(2) Provides 24-hour residence for

eligible persons for an unspecified
period;
(3) Has an overnight capacity limited

to 25 or fewer persons; and
(4) Provides low-demand services and

referrals for the residents.
State means each of the 50 States, the

District of Columbia, the
Commonwealth of Puerto Rico,
American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands.

Subrecipient means a private
nonprofit organization, State, local .
government, or instrumentality of State
or local government that receives a
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subgrant from the recipient to carry out
a project.

Transitional housing means housing,
where all program participants have
signed a lease or occupancy agreement,
the purpose of which is to facilitate the
movement of homeless individuals and
families into permanent housing within
24 months or such longer period as
HUD determines necessary, The
program participant must have a lease
or occupancy agreement for a term of at
least one month that ends in 24 months
and cannot be extended.

Unified Funding Agency (UPA) means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties in
§ 578.11(b), which is approved by HUD
and to which HUD awards a grant.

Victim service provider means a
private nonprofit organization whose
primary mission is to provide services
to victims of domestic violence, dating
violence. sexual assault, or stalking.
This term includes rape crisis centers,
battered women's shelters, domestic
violence transitional housing programs,
and other programs.

Subpart &-Establishing and
Operating a Continuum of Care

§678.6 Establishing the Continuum of
Care.

(a) The Continuum of Care.
Representatives from relevant
organizations within a geographic area
shall establish a Continuum of Care for
the geographic area to carry out the
duties of this part. Relevant
organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses.
advocates. public housing agencies,
school districts. social service providers.
mental health agencies, hospitals,
universities. affordable housing
developers, law enforcement, and
organizations that serve veterans and
homeless and formerly homeless
individuals.

(b) The board. The Continuum of Care
must establish a board to act on behalf
of the Continuum using the process
established as a requirement by
§ 578.7(a)(3) and must comply with the
conflict-of-interest requirements at
§ 578.95(b). The board must:

(1) Be representative of the relevant
organizations and of projects serving
homeless subpopulations; and

(2) Include at least one homeless or
formerly homeless individual.

(c) Transition. Continuums of Care
shall have 2 years after August 30, 2012

to comply with the requirements of
paragraph (b) of this section.

§678.7 Responsibilities of the Continuum
of Care.

(a) Operate the Continuum of Care.
The Continuum of Care must:

(1) Hold meetings. of the full
membership. with published agendas. at
least semi-annually;

(2) Make an invitation for new
members to join publicly available
within the geographic at least annually;

(3) Adopt and follow a written
process to select a board to act on behalf
of the Continuum of Care. The process
must be reviewed. updated, and
approved by the Continuum at least
once every 5 years;

(4) Appoint additional committees.
subcommittees, or workgroups:

(5) In consultation with the
collaborative applicant and the HMIS
Lead, develop, follow, and update
annually a governance charter. which
will include all procedures and policies
needed to comply with subpart B of this
part and with HMIS raquirements as
prescribed by HUD; and a code of
conduct and recusal process for the
board, its chair(s), and any person acting
on behalf of the board;

(6) Consult )Vith recipients and
subrecipients to establish performance
targets appropriate for population and
program type. monitor recipient and
subrecipient performance, evaluate
outcomes, and take action against poor
performers;

(7) Evaluate outcomes of projects
funded under the Emergency Solutions
Grants program and the Continuum of
Care program. and report to HUD;

(8) In consultation with recipients of
Emergency Solutions Grants program
funds within the geographic area,
establish and operate either a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. The Continuum must
develop a specific policy to guide the
operation of the centralized or
coordinated assessment system on how
its system will address the needs of
individuals and families who are
fleeing. or attempting to flee. domestic
violence. dating violence, sexual
assault, or stalking. but who are seeking
shelter or services from nonvictim
service providers. This system must
comply with any requirements
established by HUD by Notice.

(9) In consultation with recipients of
Emergency Solutions Grants program
funds within the geographic area,
establish and consistently follow
written standards for providing
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humans must be counted as unsheltered
homeless persons.
(ii) Persons living in emergency

shelters and transitional housing
projects must be counted as sheltered
homeless persons. .
(iii) Other requirements established

by HUDby Notice.
(3) Conducting an annual gaps

analysis of the homeless needs and
services available within the geographic
area;
(4)Providing information required to

complete the Consolidated Plan(s)
within the Continuum's geographic
area;
(5) Consulting with State and local

government Emergency Solutions
Grants program recipients within the
Continuum's geographic area on the
plan for allocating Emergency Solutions
Grants program funds and reporting on
and evaluating the performance of
Emergency Solutions Grants program
recipients and subrecipients.
§578.9 Preparing an application for fundi.
(a) The Continuum must:
(1)Design, operate, and follow a

collaborative process for the
development of applications and
approve the submission of applications
in response to a NOFA published by
HUDunder §578.19 of this subpart;
(2)Establish priorities for funding

projects in the geographic area;
(3)Determine if one application for

funding will be submitted for all
projects within the geographic area or if
more than one application will be
submitted for the projects within the
geograyhic area:
(i) If more than one application will

be submitted, designate an eligible
applicant to be the collaborative
applicant that will collect and combine
the required application information
from all applicants and for all projects
within the geographic area that the
Continuum has selected funding. The
collaborative applicant will also apply
for Continuum of Care planning
activities. If the Continuum is an
eligible applicant, it may designate
itself:
(ii) If only one application will be

submitted, that applicant will be the
collaborative applicant and will collect
and combine the required application
information from all projects within the
geographic area that the Continuum has
selected for funding and apply for
Continuum of Care planning activities;
(b) The Continuum retains all of its

responsibilities, even if it designates one
or more eligible applicants other than
itself to apply for funds on behalf of the
Continuum. This includes approving
the Continuum of Care application.

§578.11 Unified Funding Agency.
(a)Becoming a Unified Funding

Agency. To become designated as the
Unified Funding Agency (UFA) for a
Continuum, a collaborative applicant
must be selected by the Continuum to
apply to HUD to be designated as the
UFA for.the Continuum.

(b) Criteriafor designating a UFA.
HUDwill consider these criteria when
deciding whether to designate a
collaborative applicant a UFA:
(1) The Continuum of Care it

represents meets the requirements in
§578.7:
(2) The collaborative applicant has

financial management systems that meet
the standards set forth in 24 CFR 84.21
(for nonprofit organizations) and 24 CFR
85.20 (for States):
(3) The collaborative applicant

demonstrates the ability to monitor
subrecipients; and
(4) Such other criteria as HUDmay

establish by NOFA.
(c)Requirements. HUD-designated

UFAs shall:
(1) Apply to HUD for funding for all

of the projects within the geographic
area and enter into a grant agreement
with HUD for the entire geographic area.
(2)Enter into legally binding

agreements with subrecipients, and
receive and distribute funds to
subrecipients for all projects within the
geographic area.
(3) Require subrecipients to establish

fiscal control and accounting.
procedures as necessary to assure the
proper disbursal of and accounting for
federal funds in accordance with the
requirements of 24 CFR parts 84 and 85
and corresponding OMB circulars.
(4) Obtain approval of any proposed

grant agreement amendments by the
Continuum of Care before submitting a
request for an amendment to HUD.

1678.13 Remedialaction.
(a) If HUD finds that the Continuum

of Care for a geographic area does not
meet the requirements of the Act or its
implementing regulations, or that there
is no Continuum for a geographic area,
HUDmay talceremedial action to ensure
fair distribution of grant funds within
the geographic area. Such measures may
include:
(1)Designating a replacement

Continuum of Care for the geographic
area:
(2)Designating a replacement

collaborative applicant for the
Continuum's geographic area; and
(3)Accepting applications from other

eligible applicants within the
Continuum's geographic area.
(b) HUDmust provide a 3O-dayprior

written notice to the Continuum and its

collaborative applicant and give them
an opportunity to respond.

Subpart C-Appllcatlon and Grant
Award Process

§578.16 Eligible applicants.
(a) Who may apply. Nonprofit

organizations, States, local governments,
and instrumentalities of State or local
governments are eligible to apply for
grants.
(b)Designation by the Continuum of

Care. Eligible applicant(s) must have
been designated by the Continuum of
Care to submit an application for grant
funds under this part. The designation
must state whether the Continuum is
designating more than one applicant to
apply for funds and, if it is, which
applicant is being designated as the
collaborative applicant. If the
Continuum is designating only one
applicant to apply for funds, the
Continuum must designate that
applicant to be the collaborative
applicant.
(c)Exclusion. For-profit entities are

not eligible to apply for grants or to be
subrecipients of grant funds.
§678.17 Overview of application and grant
award process.
(a)Formula. (1) After enactment of the

annual appropriations act for each fiscal
yel!l',and issuance of the NOFA, HUD
will publish, on its Web site, the
Preliminary Pro Rata Need (PPRN)
assigned to metropolitan cities, urban
counties, and all other counties.
(2) HUDwill apply the formula used

to determine PPRN established in
paragraph (a){3)of this section, to the
amount of funds being made available
under the NOFA. That amount is
calculated by: .
(i) Determining the total amount for

the Continuum of Care competition in
accordance with section 413 of the Act
or as otherwise directed by the annual
appropriations act;
(ii) From the amount in paragraph

(a)(2)(i)of this section, deducting the
amount published in the NOFA as being
set aside to provide a bonus to
geographic areas for activities that have
proven to be effective in reducing
homelessness generally or for specific
subpopulations listed in the NOFA or
achieving homeless prevention and
independent living goals established in
the NOFA and to meet policy priorities
set in the NOFA; and
(iii) Deducting the amount of funding

necessary for Continuum of Care
planning activities and UFA costs.
(3) PPRN is calculated on the amount

determined under paragraph (a)(2) of
this section by using the following
formula:
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(i) Two percent will be allocated
among the four insular areas (American
Samoa, Guam, the Commonwealth of
the Northern Marianas, and the Viigin
Islands) on the basis of the ratio of the
population of each insular area to the
population of all insular areas.
(ii) Seventy-five percent of the

remaining amount will be allocated,
using the Community Development
Block Grant (CDBG)formula, to
metropolitan cities and urban counties
that have been funded under either the
Emergency Shelter Grants or Emergency
Solutions Grants programs in anyone
year since 2004.
(iii) The amount remaining after the

allocation under paragraphs (a)(l) and.
(2) of this section will be allocated,
using the CDBGformula, to
metropolitan cities and urban counties
that have not been funded under the
Emergency Solutions Grants,program in
any year since 2004 and all other
counties in the United States and Puerto
Rico.
(4) If the calculation in paragraph

(a)(2) of this section results in an
amount less than the amount required to
renew all projects eligible for renewal in
that year for at least one year, after
making adjustments proportional to
increases in fair market rents for the
geographic area for leasing, operating,
and rental assistance for permanent
housing, mID will reduce,
proportionately, the total amount
required to renew all projects eligible
for renewal in that year for at least one
year, for each Continuum of Care. HUD
will publish, via the NOFA, the total
dollar amount that every Continuum
will be required to deduct from renewal
projects Continuum-wide.

(b) Calculating a Continuum of Care's
maximum award amount. (1) Establish
the PPRN amount. First, mID will total
the PPRN amounts for each
metropolitan city, urban county, other
county, and insular area claimed by the
Continuum as part of its geographic
area, excluding any counties applying
for or receiving funding from the Rural
Housing Stability Assistance program
under 24 CFRpart 579.
(2) Establishing renewal demand.

Next, HUDwill determine the renewal
demand within the Continuum's
geographic area. Renewal demand is the
sum of the annual renewal amounts of
all projects within the Continuum
eligible to apply for renewal in that
fiscal year's competition, before any
adjustments to rental assistance,leasing,
and operating line items based on FMR
changes.

(3) Establishing FPRN. The higher of
PPRN or renewal demand for the
Continuum of Care is the FPRN, which

is the base for the maximum award
amount for the Continuum.
(4) Establishing the maximum award

amount. The maximum award amount
for the Continuum is the FPRN amount
plus any additional eligible amounts for
Continuum planning;UFA costs;
adjustments to .leasing, operating and
rental assistance line items based on
changes to FMR; and available bonuses.

§678.19 Application process.
(a) Notice of Fun ding Availability.

After enactment of the annual
appropriations act for the fiscal year,
HUDwill issue a NOFA in accordance
with the requirements of 24 CFRpart 4.
(b)Applications. All applications to

HUD, including applications for grant
funds and requests for designation as a
UFA or HPC, must be submitted at such
time and in such manner as HUDmay
require, and contain such information as
HUD determines necessary. At a
minimum •.an application for grant
funds must contain a list of the projects
for which it is applying for funds; a
description of the projects; a list of the
projects that will be carried out by
subrecipients and the names of the
subrecipients; a description of the
subpopulations of homeless or at risk of
homelessness to be served by projects;
the number of units to be provided and!
or the number of persons to be served
by each project; a budget request by
project; and reasonable assurances that
the applicant, or the subrecipient, will
own or have control of a site for the
proposed project not later than the
expiration of the 12-month period
beginning upon notification of an award
for gi-antassistance.

§678.21 Awarding funds.
(a) Selection. HUDwill review

applications in accordance with the
guidelines and procedures provided in
the NOFA and will award funds to
recipients through a national
competition based on selection criteria
as defined in section 427 of the Act.

(b)Announcementofawards.HUD
will announce awards and notify
selected applicants of any conditions
imposed on awards. Conditions must be
satisfied before HUDwill execute a
grant agreement with the applicant.
(c) Satisfying conditions. HUDwill

withdraw an award if the applicant does
not satisfy all conditions imposed on it.
Correcting all issues and conditions
attached to an award must be completed
within the time frame established in the
NOFA. Proof of site control, match,
environmental review, and the
documentation of financial feasibility
must be completed within 12 months of
the announcement ofthe award, or 24

months in the case of funds for
acquisition, rehabilitation, or new
construction. The 12-month deadline
may be extended by HUD for up to 12
additional months upon a showing of
compelling reasons for delay due to
factors beyond the control of the
recipient or subrecipient.

§578.23 Executing grant agreements.

(a)Deadline. No later than 45 days
from the date when all conditions are
satisfied, the recipient and HUn must
execute the grant agreement.

(b) Grant agreements. (1) Multiple
appliconts for one Continuum. If a
Continuum designates more than one
applicant for the geographic area, HUD
will enter into a grant agreement with
each designated applicant for which an
award is announced.

(2) One applicant for a Continuum. If
a Continuum designates only one
applicant for the geographic area, after
awarding funds, HUD may enter into a
grant agreement with that applicant for
new awards, if any, and one grant
agreement for renewals, Continuum of
Care planning, and UFA costs, if any.
These two grants will qover the entire
geographic area. A default by the
recipient under one of those grant
agreements will also be a default under
the other.
(3) Unified Funding Agencies. If a

Continuum is a UFA that HUD has
approved, then HUD will enter into one
grant agreement with the UFA for new
awards, if any, and one grant agreement
for renewals, Continuum of Care
planning and UFA costs, if any. These
two grants will cover the entire
geographic area. A default by the UFA
under one of those grant agreements
will also be a default under the other.
(c)Required agreements. Recipients

will be required to sign a grant
agreement in which the recipient agrees:
(1) To ensure the operation of the

project(s) in accordance with the
provisions of the McKinney-Veto Act
and all requirements under 24 CFR part
578;
(2) To monitor and report the progress

of the project(s) to the Continuum of
Care and HUD;
(3) To ensure, to the maximum extent

practicable, that individuals and
families experiencing homelessness are
involved, through employment,
provision of volunteer services, or
otherwise, in constructing,
rehabilitating, maintaining, and
operating facilities for the project and in
providing supportive services for the
project;
(4) To require certification from all

subrecipients that:
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(1) Subrecipients will maintain the
confidentiality of records pertaining to
any individual or family that was
provided family violence prevention or
treatment services through the project;
(ii) The address or location of any

family violence project assisted under
this part will not be made public, except
with written authorization of the person
responsible for the operation of such
project;
(iii) Subrecipients will establish

policies and practices that are consistent
with, and do not restrict, the exercise of
rights provided by subtitle B of title VII
of the Act and other laws relating to the
provision of educational and related
services to individuals and families
experiencing homelessness;
(iv) In the case of projects that provide

housing or services to families, that
subrecipients will designate a staff
person to be responsible for ensuring
that children being served in the
program are enrolled in school and
connected to appropriate services in the
community, including early childhood
programs such as Head Start, part C of
the Individuals with Disabilities
Education Act, and programs authorized
under subtitle B of title VII of the Act;
(v)The subrecipient, its officers, and

employees are not debarred or
suspended from doing business with the
Federal Government; and
(vi) Subrecipients will provide

information, such as data and reports, as
required by HUD; and
(5)To establish such fiscal control

and accounting procedures as may be
necessary to assure the proper disbursal
of, and accounting for grant funds in
order to ensure that all financial
transactions are conducted, and records
maintained in accordance with
generally accepted accounting
principles, if the recipient is a UFA;
(6)To monitor subrecipient match

and report on match to HUD;
(7) To take the educational needs of

children into account when families are
placed in housing and will, to the
maximum extent practicable, place
families with children as close as
possible to their school of origin so as
not to disrupt such children's
education;
(8) To monitor subrecipients at least

annually;
(9)To use the centralized or

coordinated assessment system
established by the Continuum of Care as
set forth in §578.7(a)(8).A victim
service provider may choose not to u!le
the Continuum of Care's centralized or
coordinated assessment system,
provided that victim service providers
in the area use a centralized or
coordinated assessment system that

meets HUD's minimum requirements
and the victim service provider uses
that system instead;
(10) To follow the written standards

for providing Continuum of Care
asaistance developed by the Continuum
of Care, including the minimum
requirements set forth in §578.7(a)(9);
(11)Enter into subrecipient

agreements requiring subrecipients to
operate the project(s) in accordance
with the provisions of this Act and all
requirements under 24 CFRpart 578;
and
(12)To comply with such other terms

and conditions as HUDmay establish by
NOFA.

§578.25 Site control.
(a) In general. When grant funds will

be used for acquisition, rehabilitation,
new construction, operating costs, or to
provide supportive services, the
recipient or subrecipient must
demonstrate tha~ it has site control
within the time frame established in
section §578.21 before HUDwill
execute a grant agreement, This
requiremant does not apply to funds
used for housing that will eventually be
owned or controlled by the individuals
or families served or for supportive
services provided at sites not operated
by the recipient or subrecipient.
(b)Evidence. Acceptable evidence of

site control is a deed or lease. If grant
funds will be used for acquisition,
acceptable evidence of site control will
be a purchase agreement. The owner,
lessee, and purchaser shown on these
documents must be the selected
applicant or intended subrecipient
identified in the application for
assistance.
(c) Tax credit projects. (1)Applicants

that plan to use the low-income housing
tax credit authorized under 26 U.S.C. 42
to finance a project must prove to HUD's
satisfaction that the applicant or
subrecipient identified in the
application is in control of the limited
partnership or limited liability
corporation that has a deed or lease for
the rroject site.
(i To have control of the limited

partnership, the applicant or
subrecipient must be the general partner
of the limited partnership or have a 51
percent controlling interest in that
general partner.
(il) To have control of the limited

liability company, the applicant or
subreciplent must be the sole managing
member.
(2) If grant funds are to be used for

acquisition. rehabilitation, or new
construction, the recipient or
subreclpient must maintain control of
the partnership or corporation and must

ensure that the project is operated in
compliance with law and regulation for
15 years from the date of initial
occupancy or initial service provision.
The partnership or corporation must
own the project site throughout the 15-
year period. If grant funds were not used
for acquisition, rehabilitation, or now
.construction, then the recipient or
subrecipient must maintain control for
the term of the grant agreement and any
renewals thereof.
§578.27 Consolidated plan.

(a) States or units of general local
government. An applicant that is a State
or a unit of general local government
must have a HUD-approved, complete
or abbreviated, consolidated plan in
accordance with 24 CFR part 91. The
applicant must submit a certification
that the application for funding is
consistent with the HUD-approved
consolidated planes) for the
jurisdiction(s) in which the proposed
project will be located. Funded
applicants must certify in a grant
agreement that they are following the
HUD-approved consolidated plan.
(b) Other applicants. Applicants that

are not States or units of general local
government must submit a certification
by the jurisdiction(s) in which the
proposed project will be located that the
applicant's application for funding is
consistent with the jurisdiction's HUD-
approved consolidated plan. The
certification must be made by the unit
of general local government or the State,
in accordance with the consistency
certification provisions under 24 CFR
part 91, subpart F. If the jurisdiction
refuses to provide a certification of
consistency, the applicant may appeal
to HUD under §578.35.
(c) Timing of consolidated plan

certification submissions. The required
certification that the application for
funding is consistent with the HUD-
approved consolidated plan must be
submitted by the funding application
submission deadline announced in the
NOFA.
§578.29 'SUbsidy layering.
HUDmay provide assistance under

this program only in accordance with
HUD subsidy layering requirements in
section 102 of the Housing and Urban
Development Reform Act of 1989 (42
U.S.C. 3546) and 24 CFR part 4, subpart
A. An applicant must submit
information in its application on other
sources of governmental assistance that
the applicant has received, or
reasonably expects to receive, for a
proposed project or activities. HUD's
review of this information is intended to
prevent excessive public assistance for
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proposed project or activities by
combining (layering) assistance under
this program with other governmental
housing assistance from federal, State,
or local agencies, including assistance
such as tax concessions or tax credits.

§578.31 Environmental review.
(a) Activities under this part are

subject to environmental review by
HUD under 24 CFRpart 50. The
recipient or subrecipient shall supply
all available, relevant information
necessary for HUD to perform, for each
property, any environmental review
required by 24 CFRpart 50. The
recipient or subrecipient must carry out
mitigating measures required by HUD or
select an alternate eligible property.
HUD may eliminate from consideration
any application that would require an
Environmental Impact Statement.

(b) The recipient or subrecipient, its
project partners, and their contractors
may not acquire, rehabilitate, convert,
lease, repair, dispose of, demolish, or
construct property for a project under
this part, or commit or expend Hun or
local funds for such eligible activities
under this part. until HUD has
performed an environmental review
under 24 CFRpart 50 and the recipient
or subrecipient has received Hun
approval of the property.

§578.33 Renewall.
(a) In general. Awards made under

this part and title IV of the Act, as in
effect before August 30, 2012 (the
Supportive Housing Program and the
Shelter Plus Care program), may be
renewed to continue ongoing leasing,
operations, supportive services. rental
assistance, HMIS, and administration
beyond the initial funding period. To be
considered for funding, recipients must
submit a request in a form specified by
HUD. must meet the requirements of
this part, and must submit the request
within the time frame established by
HUD.

(b)Length of renewal. Hun may
award up to 3 years of funds for
supportive services, leasing. HMIS, and
operating costs. Renewals oftenant-
based and sponsor-based rental
assistance may be for up to one year of
rental assistance. Renewals of project-
based rental assistance may be for up to
15 years of rental. assistance, subject to
availability of annual appropriations.

(c) Assistance available. (1)
Assistance during each year of a
renewal period may be for:

(il Up to 100 percent of the amount
for supportive services and HMIS costs
in the final year of the prior funding
period;

(iil Up to 100 percent of the amount
for leasing and operating in the final

, year of the prior funding period
adjusted in proportion to changes in the
FMR for the geographic area; and

(iii) For rental assistance, up to 100
percent of the result of multiplying the
number and unit size(s) in the grant
agreement by the number of months in
the renewal grant term and the
applicable FMR.

(d) Review criteria. (1) Awards made
under title IV of the Act, as in effect
before August 30, 2012 are eligible for
renewal in the Continuum of Care
program even if the awardees would not
be eligible for a new grant under the
program, so long as they continue to
serve the same population and the same
number of persons or units in the same
type of housing as identified in their
most recently amended grant agreement
signed before August 30, 2012. Grants
will be renewed if Hun receives a
certification from the Continuum that
there is a demonstrated need for the
project, and HUD finds that the project
complied with program requirements
applicable before August 30, 2012. For
purposes of meeting the requirements of
this part, a project will continue to be
administered in accordance with 24
CFR 582.330, if the project received
funding under the Shelter Plus Care
program, or 24 CFR 583.325, if the
project received funding under the
Supportive Housing Program.

(2) Renewal 0/awards made after
August 30,2012. Review criteria for
competitively awarded renewals made
after August 30, 2012 will be described
in the NOFA.

(e) Unsuccessful projects. Hun may
renew a project that was eligible for
renewal in the competition and was part
of an application that was not funded
despite having been submitted on time,
in the manner required by HUD, and
containing the information required by
Hun, upon a finding that the project
meets the purposes of the Continuum of
Care program. The renewal will not
exceed more than one year and will be
under such conditions as HUD deems
appropriate.

(0 Annual Performance Report
condition. HUD may terminate the
renewal of any grant and require the
recipient to repay the renewal grant if:

(1) The recipient fails to timely
submit a Hun Annual Performance
Report (APR) for the grant year
immediately prior to renewal: or

(2)The recipient submits an APR that
HUD deems unacceptable or shows
noncompliance with the requirements
of the grant and this part.

§578.35 Appeal.
(a) In general. Failure to follow the

procedures or meet the deadlines
established in this section will result in
denial of the appeal.

(b) Solo applicants. (1) Who may
appeal. Nonprofits, States, and local
governments, and instrumentalities of
State or local governments that
attempted to participate in the
Continuum of Care planning process in
the geographic area in which they
operate, that believe they were denied
the right to participate in a reasonable
manner, and that submitted a solo
application for funding by the
application deadline established in the
NOFA, may appeal the decision of the
Continuum to HUD.

(2) Notice of inien: to appeal. The
solo applicant must submit a written
notice of intent to appeal, with a copy
to the Continuum, with their funding
application. .

(3) Deadline for submitting proof. No
later than 30 days after the date that
HUD announces the awards, the solo
applicant shall submit in writing, with
a copy to the Continuum, all relevant
evidence supporting its claim, in such
manner as HUD may require by Notice.

(4) Response from the Continuum of
Care. The Continuum shall have 30 days
from the date of its receipt of the solo
applicant's evidence to respond to HUD
in writing and in such manner as HUD
may require, with a copy to the solo
applicant.

(5)Decision. HUD will notify the solo
applicant and the Continuum of its
decision within 60 days ofreceipt of the
Continuum's response.

(6) Funding. If HUD finds that the solo
applicant was not permitted to .
participate in the Continuum of Care
planning process in a reasonable
manner, then HUD may award a grant
to the solo applicant when funds next
become available and may direct the
Continuum of Care to take remedial
steps to ensure reasonable participation
in the future. Hun may also reduce the
award to the Continuum's applicant(s).

(c) Denied or decreased ftiilding. (1)
Who may appeal. Eligible applicants
that are denied funds by HUn, or that
requested more funds than HUD
awarded to them. may appeal the award
by filing a written appeal, in such form
and manner as HUD may require by
Notice, within 45 days of the date of
HUD's announcement of the award.

(2) Decision. Hun will notify the
applicant of its decision on the appeal
within 60 days of HUD's receipt of the
written appeal. HUD will reverse a
decision only when the applicant can
show that HUD error caused the denial
or decrease.
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(3) Funding. Awards and increases to
awards made upon appeal will be made
from next available funds.
, (d) Competing Continuums of Care.
(1) In general. If more than one
Continuum of Care claims the same
geographic area, mID will award funds
to the Continuum applicant(s) whose
application(s) has the highest total
score. No projects will be funded from
the lower scoring Continuum, No
projects that are submitted In'two or
more competing Continuum of Care
applications will be funded.
(2) Who may appeal. The designated

applicant(s) for the lower scoring
Continuum may appeal mID's decision
to fund the application(s) from the
competing Continuum by filing a
written appeal, in such form and
manner as HUDmay require by Notice,
within 45 days of the date of HUD's
announcement of the award.
(3)Decision. HUDwill notify the

applicant(s) of its decision on the appeal
within 60 days of the date of HOD's
receipt of the written appeal. HODwill
reverse a decision only upon a showing
hy the applicant that HUD error caused
the denial.
(e) Consolidated plan certification. (1)

In general. An applicant may appeal to
HOD a jurisdiction's refusal to provide
a certification of consistency with the
Consolidated Plan.

(2) Procedure. The applicant must
submit a written appeal with its
application to HUDand send a copy of
the appeal to the jurisdiction that
denied the certification of consistency.
The appeal must include, at a
minimum:
(i) A copy of the applicant's request

to the jurisdiction for the certification of
consistency with the Consolidated Plan;
(ii) A copy of the jurisdiction's

response stating the reasons for denial,
including the reasons the proposed
project is not consistent with the
jurisdiction's Consolidated Plan in
accordance with 24 CFR91.500(c); and
(iii) A statement of the reasons why

the applicant believes its project is
consistent with the jurisdiction's
Consolidated Plan.

(3) Jurisdiction response. The
jurisdiction that refused to provide the
certification of consistency with the
jurisdiction's Consolidated Plan shall
have 10 days after receipt of a copy of
the appeal to submit a written
explanation of the reasons originally
given for refusing to provide the
certification and 8written rebuttal to
any claims made by the applicant in the
appeal.
(4) HUD review. (i) HUDwill issue its

decision within 45 days of the date of
HOD's receipt of the jurisdiction's

response. As part of its review, HOD
will consider: .
(A)Whether the applicant submitted

the request to the appropriate political
jurisdiction; and
(8) The reasonableness of the

jurisdiction's refusal to provide the
certificate.
(ii) If the jurisdiction did not provide

written reasons for refusal, including
the reasons why the project is not
consistent with the jurisdiction's
Consolidated Plan in its initial response
to the applicant's request for a
certification, HOD will find for the
applicant without further inquiry or
response from the political jurisdiction.

Subpart D-Program Components and
Eligible Costs

§578.37 Program components and USIS of
ailistance.
(a) Continuum of Care funds may be

used to pay for the eligible costs listed
in §578.39 through §578.63 when used
to establish and operate projects under
five program components: permanent
housing; transitional housing;
supportive services only; HMIS; and, in
some cases, homelessness prevention.
Although grant funds may be used by
recipients and subrecipients in all
components for the eligible costs of
contributing data to the HMIS
designated by the Continuum of Care,
only HMIS Leads may use grant funds
for an HMIS component. Administrative
costs are eligible for all components. All
components are subject to the
restrictions on combining funds for
certain eligible activities in a single
project found in §578.87(c). The eligible
program components are:

(1) Permanent housing (PH).
Permanent housing is community-based
housing, the purpose ofwhich is to
provide housing without a designated
length of stay. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services.
PH includes:
(i) Permanent supponive housing for

persons with disabilities (PSH).PSH can
only provide assistance to individuals
with disahilities and families in which
one adult or child has a disability.
Supportive services designed to meet
the needs ofthe program participants
must be made available to the program
participants.
(ii) Rapid rehousing. Continuum of

Care funds may provide supportive
services, as set forth in §578.53, and/or
short-term (up to 3 months) and/or
medium-term (for 3 to 24 months)
tenant-based rental assistance, as set
forth in §578.51(c), as necessary to help

a homeless individual or family, with or
without disabilities, move as quickly as
possible into permanent housing and
achieve stability in that housing. When
providing short-term and/or medium-
term rental assistance to program
participants, the rental assistance is
subject to §578.51(a)(1), but not
§578.51(a)(1)(i) and (ii); (a)(2); (c) and
(f)through (i); and (1)(1).These projects:
(A)Must follow the written policies

and procedures established by the
Continuum of Care for determining and
prioritizing which eligible families and
individuals will receive rapid rehousing
assistance, as well as the amount or
percentage of rent that each program
participant must pay.
(8) May set a maximum amount or

percentage of rental assistance that a
program participant may receive, a
mwdmumnumb~ofmonth8thMa
program participant may receive rental
assistance, and/or a maximum number
of times that a program participant may
receive rental assistance. The recipient
or subrecipient may also require
program participants to share in the
costs of rent. For the purposes of
calculating rent for rapid rehousing, the
rent shall equal the sum of the total
monthly rent for the unit and, if the
tenant pays separately for utilities, the
monthly allowance for utilities
(excluding telephone) established by the
public housing authority for the area in
which the housing is located.
(C)Limit rantal assistance to no more

than 24 months to a household.
(D)May provide supportive services

for no longer than 6 months after rental
assistance stops.
(E) Must re-evaluate, not less than

once annually, that the program
participant lacks sufficient resources
and support networks necessary to
retain housing without Continuum of
Care assistance and the types and
amounts of assistance that the program
participant needs to retain housing. The
recipient or subrecipient may require
each program participant receiving
assistance to notify the recipient or
subrecipient of changes in the program
participant's income or other
circumstances (e.g., changes in
household composition) that affect the
program participant's need for .
assistance. When notified of a relevant
change, the recipient or subrecipient
must reevaluate the program
participant's eligibility and the amount
and types of assistance that the program
participant needs.
(F) Require the program participant to

meet with a case manager not less than
once per month to assist the prograin
participant in ensuring long-term
housing stability. The project is exempt
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from this requirement if the Violence
Against Women Act of 1994 (42 U.S.C.
13925 et seq.) or the Family Violence
Prevention and Services Act (42 U.S.C.
10401 et seq.) prohibits the recipient
carryirig out the project from making its
housing conditional on the participant's
accertance of services.

(2 Transitional Housing (TH).
Transitional housing facilitates the
movement of homeless individuals and
families to PH within 24 months of
entering TH. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services.

(3) Supportive Service Only (SSO).
Funds may be used for acquisition,
rehabilitation, relocation costs, or
leasing of a facility from which
supportive services will be provided,
and supportive services in order to
provide supportive services to
unsheltered and sheltered homeless
persons for whom the recipient or
subrecipient is not providing housing or
housing assistance. SSO includes street
outreach.

(4) HMIS. Funds may be used by
HMIS Leads to lease a structure in
which the HMIS is operated or as
operating funds to operate a structure in
which the HMIS is operated, and for
other costs eligible in §578.57.

(5) Homelessness prevention. Funds
may be used by recipients in
Continuums of Care-designated high-
performing communities for housing
relocation and stabilization services,
and short- and/or medium-term rental
assistance, as described in 24 CFR
576.105 and 24 CFR 576.106, that are
necessary to prevent an individual or
family from becoming homeless.
(b) Uses of assistance. Funds are

available to pay for the eligible costs
listed in §578.39 through §578.63 when
used to:

(1) Establish new housing or new
facilities to provide supportive services;
(2) Expand existing housing and

facilities in order to increase the number
of homeless persons served;
(3) Bring existing housing and

facilities into compliance with State and
local government health and safety
standards, as described in §578.87;

(4) Preserve existing permanent
housing and facilities that provide
supportive services;
(5) Provide supportive services for

residents of supportive housing or for
homeless persons not residing in
supportive housing;

(6) Continue funding permanent
housing when the recipient has received
funding under this part for leasing,
supportive services, operating costs, or
rental assistance;

(7) Establish and operate an HMIS or
comparable databaser.and
(8) Establish and carry out a

Continuum of Care planning process
and operate a Continuum of Care.
(c)Multiple purposes. Structures used

to provide housing, supportive housing,
supportive services, or as a facility for
HMIS activities may also be used for
other purposes. However, assistance
under this part will be available only in
proportion to the use of the structure for
supportive housing or supportive
services. If eligible and ineligible
activities are carried out in separate
portions of the same structure or in
separate structures, grant funds may not
be used to pay for more than the actual
cost of acquisition, construction, or
rehabilitation of the portion of the
structure or structures used for eligible
activities. If eligible and ineligible
activities are carried out in the same
structure, the costs will be prorated
based on the amount of time that the
space is used for eligible versus
ineligible activities.

§578.39 Continuum of care planning
actlvltl.s.

(a) In general. Collaborative
applicants may use up to 3 percent of
their FPRN, or a maximum amount to be
established by the NOFA, for costs of:

(1) Designing and carrying out a
collaborative process for the
development of an application to HUD;

(2) Evaluating the outcomes of
projects for which funds are awarded in
the geographic area under the
Continuum of Care and the Emergency
Solutions Grants programs; and
(3) Participating in the consolidated

planes) for the geographic area(s).
(b) Continuum of Care planning

activities. Eligible plimning costs
include the costs of:
(1)Developing a communitywide or

regionwide process involving the
coordination of nonprofit homeless
providers, victim service providers,
faith-based organizations, governments,
businesses, advocates, public housing
agencies, school districts, social service
providers, mental health agencies,
hospitals, universities, affordable
housing developers, law enforcement,
organizations that serve veterans, and
homeless and formerly homeless
individuals;
(2) Determining the geographic area

that the Continuum of Care will serve;
(3)Developing a Continuum of Care

system;
(4) Evaluating the outcomes of

projects for which funds are awarded in
the geographic area, including the
Emergency Solutions Grants program;

(5) Participating in the consolidated
plan(s) of the jurisdiction(s) in the
geo({l'aphicarea; and

(6) Preparing and submitting an
application to HUn on behalf of the
entire Continuum of Care membership,
including conducting a sheltered and
unsheltered point-in-time count and
other data collection as required by
HUD.
(c)Monitoring costs. The costs of

monitoring recipients and subrecipients
and enforcing compliance with program
requirements are eligible.

§578.41 Unified Funding Agency cost ••
(a) In general. UFAs may use up to 3

percent of their FPRN, or a maximum
amount to be established by the NOFA,
whichever is less, for fiscal control and
accounting costs necessary to assure the
proper disbursal of, and accounting for,
federal funds awarded to subrecipients
under the Continuum of Care program.
(b) UFA costs. UFA costs include.

costs of ensuring that all financial .
transactions carried out under the
Continuum of Care program are
conducted and records are maintained
in accordance with generally accepted
accounting princlples, including
arranging for an annual survey, audit, or
evaluation of the financial records of
each project Carried out by a
subrecipient funded by a grant received
through the Continuum of Care
pr~am.
(c)Monitoring costs. The costs of

monitoring subrecipients and enforcing
compliance with program requirements
are eligible for costs.

§578.43 Acquisition.
Grant funds may be used to pay up to

100 percent of the cost of acquisition of
real property selected by the recipient or
subrecipient for use in the provision of
housing or supportive services for
homeless persons.
§578.45 Rehabilitation.
(a) Use. Grant funds may be used to

pay up to 100 percent of the cost of
rehabilitation of structures to provide
housing or supportive services to
homeless persons. .
(b)EligIble costs. Eligible

rehabilitation costs include installing
cost-effective energy measures, and
bringing an existing structureto State
and local government health and safety
standards.
(c) Ineligible costs. Grant funds may

not be used for rehabilitation of leased
property.

§578.47 New construction.
(a) Use. Grant funds may be used to:
(1) Pay up to 100 percent of the cost

of new construction, including the
e.
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building of a new structure or building
an addition to an existing structure that
increases the floor area by 100 percent
or more, and the cost of land associated
with that construction, for use as
housing.

(2) If grant funds are used for new
construction, the applicant must
demonstrate that the costs of new
construction are substantially less than
the costs of rehabilitation or that there
is a lack of available appropriate units
that could be rehabilitated at a cost less
than new construction. For purposes of
this cost comparison, costs of
rehabilitation or new construction may
include the cost of real property
acquisition.

(b) Ineligible costs. Grant funds may
not be used for new construction on
leased property.

§578.49 Lell5lng.
(a) Use. (1) Where the recipient or

subrecipient is leasing the structure, or
portions thereof, grant funds may be
used to pay for 100 percent of the costs
of leasing a structure or structures, or
portions thereof, to provide housing or
supportive services to homeless persons
for up to 3 years. Leasing funds may not
be used to lease units or structures
owned by the recipient, subrecipient,
their parent organization(s). any other
related organization(s), or organizations
that are members of 8 partnership.
where the partnership owns the
structure. unless HUD authorized an
exception for good cause.

(2) Any request for an exception must
include the following:

(i) A description of how leasing these
structures is in the best interest of the
program;

(ii) Supporting documentation
showing that the leasing charges paid
with grant funds are reasonable for the
market; and

(iii) A copy of the written policy for
resolving disputes between the landlord
and tenant. including a recusal for
officers. agents, and staff who work for
both the landlord and tenant.

(b) Requirements. (1) Leasing
structures. When grants are used to pay
rent for all or part of a structure or
structures. the rent paid must be
reasonable in relation to rents being
charged in the area for comparable
space. In addition. the rent paid may not
exceed rents currently being charged by
the same owner for comparable
unassisted space.

(2) Leasing individual units. When
grants are used to pay rent for
individual housing units, the rent paid
must be reasonable in relation to rents
being charged for comparable units.
taking into account the location. size,

type. quality. amenities. facilities. and
management services. In addition, the
rents may not exceed rents currently
being charged for comparable units, and
the rent paid may not exceed HUD-
determined fair market rents.

(3) Utilities. If electricity. gas, and
water are included in the rent, these
utilities may be paid from leasing funds.
If utilities are not provided by the
landlord, these utility costs are an
operating cost. except for supportive
service facilitles. If the structure is being
used as a supportive service facility.
then these utility costs are a supportive
service cost.

(4) Security deposits and first and last
month's rent. Recipients and
subrecipients may use grant funds to
pay security deposits, in an amount not
to exceed 2 months of actual rent. An
advance payment of the last month's
rent may be provided to the landlord in
addition to the security deposit and
payment of the first month's rent.

(5) Occupancy agreements and
subleases. Occupancy agreements and
subleases are required as specified in
§578.77(a).
(6) Calculation of occupancy charges

and rent. Occupancy charges and rent
from program participants must be
calculated as provided in §578.77.

(7) Program income. Occupancy
charges and rent collected from program
participants are program income and
may be used as provided under
§578.97.

(8) Transition. Beginning in the first
year awards are made under the
Continuum of Care program. renewals of
grants for leasing funds entered into
under the authority of title IV, subtitle
D of the Act as it existed before May 20,
2009, will be renewed either as grants
for leasing or as rental assistance,
depending on the charactoristics of the
project. Leasing funds will be renewed
as rental assistance if the funds are used
to pay rent on units where the lease is
between the program participant and
the landowner or sublessor. Projects
requesting leasing funds will be
renewed as leasing if the funds were
used to lease a unit or structure and the
lease is between the recipient or
subrecipient and the landowner.
§578.51 Rental assistance.

(a) Use. (1) Grant funds may be used
for rental assistance for homeless
individuals and families. Rental
assistance cannot be provided to a
program participant who is already
receiving rental assistance, or living in
a housing unit receiving rental
assistance or operating assistance
through other federal, State, or local
sources.

(i) The rental assistance may be short-
term, up to 3 months of rent; medium-
term. for 3 to 24 months of rent; or long-
term, for longer than 24 months of rent
and must be administered in accordance
with the policies and procedures
established by the Continuum as set
forth in §578.7(a)(9) and this sectlon.

(ii) The rental assistance may be
tenant-based, project-based, or sponsor-
based, and may be for transitional or
permanent housing.

(2) Grant funds may be used for
security deposits in an amount not to
exceed 2 months of rent. An advance
payment of the last month's rent may be
provided to the landlord. in addition to
the security deposit and payment of first
month's rent.

(b) Rental assistance administrator.
Rental aasistance must be administered
by a State. unit of general local
government, or a public housing agency.

(c) Tenant-based rental assistance.
Tenant-based rental assistance is rental
assistance in which program
participants choose housing of an
appropriate size in which to reside.
When necessary to facilitate the
coordination of supportive services,
recipients and subrecipients may
require program participants to live in a
specific area for their entire period of
participation. or in a specific structure
for the first year and in a specific area
for the remainder of their period of
participation. Program participants who
are receiving rental assistance in
transitional housing may be required to
live in a specific structure for their
entire period of participation in
transitional housing.

(1) Up to 5 years worth of rental
assistance may be awarded to a project
in one competition.

(2) Program participants who have
complied with all program requirements
during their residence retain the rental
assistance if they move within the
Continuum of Care geographic area.

(3) Program participants who have.
complied with all program requirements
during their residence and who have
been a victim of domestic violence.
dating violence, sexual assault, or
stalking. and who reasonably believe
they are imminently threatened by harm
from further domestic violence, dating
violence, sexual assault, or stalking
(which would include threats from a
third party, such as a friend or family
member of the perpetrator of the
violence), if they romain in the assisted
unit. and are able to document the
violence and basis for their belief, may
retain the rental assistance and move to
a different Continuum of Care
geographic area if they move out of the
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assisted unit to protect their health and
safety.

(d) Sponsor-based rental assistance.
Sponsor-based rental assistance is
provided through contracts between the
recipient and sponsor organization. A
sponsor may be a private, nonprofit
organization, or a community mental
health agency established as a public
nonprofit organization. Program
participants must reside in housing
owned or leased by the sponsor. Up to
5 years worth of rental assistance may
be awarded to a project in one
competition.

(e) Project-based rental assistance.
Project-based rental assistance is
provided through a contract with the
owner of an existing structure, where
the owner agrees to lease the subsidized
units to program participants. Program
participants will not retain rental
assistance if they move. Up to 15 years
of rental assistance may be awarded in
one competition.
(f)Grant amount. The amount of

rental assistance in each project will be
based on the number and size of units
proposed by the applicant to be assisted
over the grant period. The amount of
rental assistance in each project will be
calculated by multiplying the number
and size of units proposed by the FMR
of each unit on the date the application
is submitted to HUD, by the term of the
grant.
(g)Rent reasonableness. HUDwill

only provide rental assistance for a unit
if the rent is reasonable. The recipient
or subrecipient must determine whether
the rent charged for the unit receiving
rental assistance Is reasonable in
relation to rents being charged for
comparable unassisted units, taking into
account the location, size, type, quality,
amenities, facilities, and management
and maintenance of each unit.
Roasonable rent must not exceed rents
currently being charged by the same
owner for comparable unassisted units.
(h)Payment of grant. (1)The amount

of rental assistance in each project will
be reserved for rental assistance over the
grant period. An applicant's request for
rental assistance in each grant is an
estimate of the amount needed for rental
assistance. Recipients will make draws
from the grant funds to pay the actual
costs of rental assistance for program
participants.
(2) For tenant-based rental assistance,

on demonstration of need:
(i) Up to 25 percent of the total rental

assistance awarded may be spent in any
year of a 5-year grant term: or
(ii) A higher percentage if approved in

advance by HUD, if the recipient
provides evidence satisfactory to HUD
that it is financially committed to

providing the housing assistance
described in the application for the full
5-year period.
(3)A recipient must serve at least as

many program participants as shown in
its afplication for assistance.
(4 If the amount in each grant

reserved for rental assistance over the
grant period exceeds the amount that
will be needed to pay the actual costs
of rental assistance, due to such factors
as contract rents being lower than FMRs
and program participants being able to
pay a portion of the rent, recipients or
subrecipients may use the excess funds
for covering the costs of rent increases,
or for serving a greater number of
program participants.
(iJ Vacancies. IT a unit assisted under

this section is vacated before the
expiration of the lease, the assistance for
the unit may continue for a maximum
of 30 days from the end of the month
in which the unit was vacated, unless
occupied by another eligible person. No
additional assistance will be paid until
the unit is occupied by another eligible
person. Brief periods of stays in
institutions, not to exceed 90 days for
each occurrence, are not considered
vacancies.

(D Property damage. Recipients and
subrecipients may use grant funds in an
amount not to exceed one month's rent
to pay for any damage to housing due
to the action of a program participant.
This shall be a one-time cost per
participant, incurred at the time a
participant exits a housing unit.
(Ie)Resident rent. Rent must be

calculated as provided in § 578.77.
Rents collected from program
participants are program income and
may be used as provided under
§578.97.

OJ Leases. (1) Initial lease. For project-
based, sponsor-based, or tenant-based
rental assistance, program participants
must enter into a lease agreement for a
term of at least one year, which is
terminable for cause. The leases must be
automatically renewable upon
expiration for terms that are a minimum
of one month long, except on prior
notice by either party. .
(2) Initial lease for transitional

housing. Program participants in
transitional housing must enter into a
lease agreement for a term of at least one
month. The lease must be automatically
renewable upon expiration, except on
prior notice by either party, up to a
maximum term of 24 months.

§578.53 Supportive •• rvlc••.
(a) In general. Grant funds may be

used to pay the eligible costs of
supportive services that address the
special needs of the program

participants. If the supportive services
are provided in a supportive service
facility not contained in a housing
structure, the costs of day-to-day
oporation of the supportive service
facility, including maintenance, repair,
building security, furniture, utilities,
and equipment are eligible as a
supportive service.
(1) Supportive services must be

necessary to assist program participants
obtain and maintain housing.
(2) Recipients and subrecipients shall

conduct an annual assessment of the
service needs of the program
participants and should adjust services
accordingly.
(b)Duration. (1) For a transitional

housing project, supportive services
must be made available to residents
throughout the duration of their
residence in the project.
(2) Permanent supportive housing

projects must provide supportive
services for the residents to enable them
to live as independently as is
practicable throughout the duration of
their residence in the project.
(3) Services may also be provided to

former residents of transitional housing
and current residents of permanent
housing who were homeless in the prior
6 months, for no more than 6 months
after leaving transitional housing or
homelessness, respectively, to assist
their adjustment to independent living.
(4) Rapid rehousing projects must

require the program participant to meet
with a case manager not less than once
per month as set forth in
§ 578.37(a)(I)(ii)(F), to assist the
program participant in maintaining
long-term housing stability.
(c) Special populations. All eligible

costs are eligible to the same extent for
program participants who are
unaccompanied homeless youth:
persons living with HIV/AIDSj and
victims of domestic violence, dating
violence, sexual assault, or stalking.
(d) Ineligible costs. Any cost that is

not described as an eligible cost under
this section is not an eligible cost of
providing supportive services using
Continuum of Care program funds. Staff
training and the costs of obtaining
professional licenses or certifications
needed to provide supportive services
are not eligible costs.

(e) Eligible costs.
(1) Annual Assessment of Service

Needs. The costs of the assessment
required by § 578.53(a)(2) are eligible
costs.

(2) Assistance with moving costs ..
Reasonable one-time moving costs are
eligible and include truck rental and
hiring a moving company.

c.
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(3) Case management. The costs of
assessing, arranging, coordinating, and
monitoring the delivery of
individualized services to meet the
needs of the program participant(s) are
eligible costs. Component services and
activities consist of:
(i) Counseling;
[ii] Developing, securing, and

coordinating services;
(iii) Using the centralized or

coordinated assessment system as
required under §578.23(c)(9).
(iv) Obtaining federal, State, and local

benefits;
(v)Monitoring and evaluating

program participant progress;
(vi) Providing information and

referrals to other providers;
(vii) Providing ongoing risk

assessment and safety planning with
victims of domestic violence, dating
violence, sexual assault, and stalking;
and
(viii) Developing an individualized

housing and service plan, including
planning a path to permanent housing
stability.

(4) Child care. The costs of
establishing and operating child care,
and providing child-care vouchers, for
children from families experiencing
homelessness, including providing
meals and snacks, and comprehensive
and coordinated developmental
activities, are eligible.
(i) The children must be under the age

of 13, unless they are disabled children.
(ii) Disabled children must be under

the age of 18.
(iii) The child-care center must be

licensed by the jurisdiction in which it
operates in order for its costs to be
eligible.

(5)Education services. The costs of
improving knowledge and basic
educational skills are eligible.

(1) Services include instruction or
training in consumer education, health
education, substance abuse prevention,
literacy, English as a Second Language,
and General Educational Development
(GED).
(ii) Component services or activities

are screening, assessment and testing;
individual or group instruction;
tutoring; provision of books, supplies,
and instructional material: counseling;
and referral to community resources.

(6)Employment assistance and job
training. The costs of establishing and
operating employment assistance and
job training programs are eligible,
including classroom, online and/or
computer instruction, on-the-job
instruction, services that assist
individuals in securing employment,
acquiring learning skills. and/or
increasing earning potential. The cost of

providing reasonable stipends to
program participants in employment
assistance and job training programs is
also an eligible cost.
(i) Learning skills include those skills

that can be used to secure and retain a
job, including the acquisition of
vocational licenses and/or certificates.
(ii) Services that assist individuals in

securing employment consist of:
(A)Employment screening,

assessment, or testing;
(B)Structured job skills and job-

seeking skills;
(C)Special training and tutoring,

including literacy training and pre-
vocational training;
(D)Books and instructional material;
(E)Counseling or job coaching: and
(F)Referral to community resources.
(7) Food. The cost of providing meals

or groceries to program participants is
eligible.

(8) Housing search and counseling
services. Costs of assisting eligible
program participants to locate, obtain,
and retain suitable housing are eligible.
(i) Component services or activities

are tenant counseling; assisting
individuals and families to understand
leases; securing utilities; and making
moving arrangements.
(ii) Other eligible costs are:
(A) Mediation with property owners

and landlords on behalf of eligible
program participants;

(B) Credit counseling, accessing a free
personal credit report. and resolving
personal credit issues; and
(C)The payment of rental application

fees.
(9)Legal services. Eligible costs are

the fees charged by licensed attorneys
and by person(s) under the supervision
of licensed attorneys. for advice and
representation in matters that interfere
with the homeless individual or family's
ability to obtain and retain housing.
(i) ffiigible subject matters are child

support; guardianship: paternity:
emancipation; legal separation: orders of
protection and other civil remedies for
victims of domestic violence. dating
violence. sexual assault. and stalking:
appeal of veterans and public benefit
claim denials: landlord tenant disputes;
and the resolution of outstanding
criminal warrants.
[ii) Component services or activities

may include receiving and preparing
cases for trial. provision of legal advice.
representation at hearings. and
counseling.
(iii) Fees based on the actual service

performed (i.e.• fee for service) are also
eligible, but only if the cost would be
less than the cost of hourly fees. Filing
fees and other necessary court costs are
also eligible. If the subrecipient is e

legal services provider and performs the
services itself, the eligible costs are the
subrecipient's employees' salaries and
other costs necessary to perform the
services.
(iv) Legal services for immigration

and citizenship matters and issues
related to mortgages and
homeownership are ineligible. Retainer
fee arrangements and contingency fee
arrangements are ineligible.

(10) Life sldlls training. The costs of
teaching critical life management skills
that mlly never have been learned or
have been lost during the course of
physical or mental illness, domestic
violence, substance abuse, and
homelessness are eligible. These
services must be necessary to assist tho
program participant to function
independently in the community.
Component life skills training are the
budgeting of resources and money
management, household managament,
conflict management, shopping for food
and other needed items, nutrition, the
use of public transportation. and parent
training.

(11)Mental health services. Eligible.
costs are the direct outpatient treatment
of mental health conditions that are
provided by licensed professionals.
Component services are crisis
interventions; counseling; individual.
family, or group therapy sessions; the
prescription of psychotropic
medications or explanations about the
use .and management of medications;
and combinations of therapeutic
approaches to address multiple
problems.

(12) Outpatient health services.
Eligible costs are the direct outpatient
treatment of medical conditions when
provided by licensed medical
professionals including:
(i) Providing an analysts or

assessment of an individual's health
problems and the development of a
treatment plan;
(ii) Assisting individuBls to

understand their health needs;
(iii) Providing directly or assisting

individuals to obtain and utilize
approprlate medical treatment;
(iv) Preventive medical care and

health maintenance services. including
in-home health services and emergency
medical services;
(v)Provision of appropriate

medication:
(vi) Providing follow-up services; and
(vii) Preventive and noncosmetic

dental care.
(13) Outreach services. The costs' of

activities to engage persons for the .
purpose of providing immediate support
and intervention. as well as identifying
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potential program participants, are
eli~ble.
(i) Eligible costs include the outreach

worker's transportation costs and a cell
phone to be used by the individual
performing the outreach.
(ii) Component activities and services

consist of: initial assessment; crisis
counseling; addressing urgent physical
needs, such as providing meals,
blankets, clothes, or toiletries; actively
connecting and providing people with
information and referrals to homeless
and mainstream programs; and
publicizing the availability of the
housing and/or services provided
within the geographic area covered by
the Continuum of Care.

(14) Substance abuse treatment
services. The costs of program
participant intake and assessment,
outpatient treatment, group and
individual counseling, and drug testing
are eligible. Inpatient detoxification and
other inpatient drug or alcohol
treatment are ineligible.

(15) Transportation. Eligible costs are:
(i) The costs of program participant's

travel on public transportation or in a
vehicle provided by the recipient or
subrecipient to and from medical care,
employment, child care, or other
services eligible under this section.
(ii) Mileage allowance for service

workers to visit program participants
and to carry out housing quality
inspections;
(iii) The cost of purchasing or leasing

a vehicle in which staff transports
program participants and/or staff
serving program participants;
(iv) The cost of gas, insurance, taxes,

and maintenance for the vehicle;
(v)The costs of recipient or

subrecipient staff to accompany or assist
program participants to utilize public
transr0rtation; and
(vi If public transportation options

are not sufficient within the area, the
recipient may make a one-time payment
on behalf of a program participant
needing car repairs or maintenance
required to operate a personal vehicle,
subject to the following:
(A)Payments for car repairs or

maintenance on behalf of the program
participant may not exceed 10 percent
of the Blue Book value of the vehicle
(Blue Book refers to the guidebook that
compiles and quotes prices for new and
used automobiles and other vehicles of
all makes, models, and types);
(B)Payments for car repairs or

maintenance must be paid by the
recipient or subrecipient directly to the
third party that repairs or maintains the
car; and
(C)The recipients or subrecipients

may require program participants to

share in the cost of car repairs or
maintenance as a condition of receiving
assistance with car repairs or
maintenance.

(16) Utility deposits. This form of
assistance consists of paying for utility
deposits. Utility deposits must be a one-
time fee, paid to utility companies.

(17) Direct provision of services. If the
service described in paragraphs (e)(l)
through (e)(16) of this section is being
directly delivered by the recipient or
subrecipient, eligible costs for those
services also include:
(i) The costs of labor or supplies, and

materials incurred by the recipient or
subrecipient in directly providing
supportive services to program
participants; and
(li) The salary and benefit packages of

the recipient and subrecipient staff who
directly deliver the services.

§578.55 Operating coata.
(a) Use. Grant funds may be used to

pay the costs of the day-to-day operation
of transitional and permanerit housing
in a single structure or individual
housing units.
(b) Eligible costs. (1) The maintenance

and repair of housing;
(2) Property taxes and insurance;
(3) Scheduled payments to a reserve

for replacement of major systems of the
housing (provided that the payments
must be based on the useful life of the
system and expected replacement cost);
(4) Building security for a structure

where more than 50 percent of the units
or area lspald for with grant funds;
(5) Electricity, gas, ana water;
(6) Furniture; and
(7) Equipment.
(c) Ineligible costs. Program funds

may not be used for rental assistance
and operating costs in the same project.
Program funds may not be used for the
operating costs of emergency shelter-
and supportive service-only facilities.
Program funds may not be used for the
maintenance and repair of housing
where the costs of maintaining and
repairing the housing are included in
the lease.

§578_57 Homele •• Management
InformaUon Syatem.
(a) Eligible costs. (1) The recipient or

subrecipient may use Continuum of
Care program funds topay the costs of
contributing data to the HMIS
designated by the Continuum of Care,
including the costs of:
(i) Purchasing or leasing computer

hardware;
(ii) Purchasing software or software

licenses;
(iii) Purchasing or leasing equipment,

including telephones, fax machines, and
furniture;

(iv) Obtaining technical support;
(v) Leasing office space;
(vi) Paying charges for electricity, gas,

water, phone service, and high-speed
data transmission necessary to operate
or contribute data to the HMIS;
(vii) Paying salaries for operating

HMIS, including:
(A) Completing data entry;
(B)Monitoring and reviewing data

quality;
(C)Completing data analysis;
(D)Reporting to the HMIS Lead;
(E) Training staff on using the HMIS;

and
(F) Implementing and complying with

HMIS requirements; ,
(viii) Paying costs of staff to travel to

and attend Hun-sponsored and HUD-
approved training on HMIS and
programs authorized by Title IV of the
McKinney-Vento Homeless Assistance
Act;
(ix) Paying staff travel costs to

conduct intake; and
(x) Paying participation fees charged

by the HMIS Lead, as authorized by
Hun, if the recipient or subrecipient is
not the HMIS Lead.
(2) If the recipient or subrecipient is

the HMIS Lead, it may also use
Continuum of Care funds to pay the
costs of:
(i) Hosting and maintaining HMIS

software or data;
(ii) Backing up, recovering, or

repairing HMIS software or data:
(iii) Upgrading, customizing, and

enhancing the HMIS;
(iv) Integrating and warehousing data,

including development of a data
warehouse for use in aggregating data
from subrecipients using multiple
software systems;
(v) Administering the system;
(vi) Reporting to providers, the

Continuum of Care, and HUD; and
(vii) Conducting training on using the

system, including traveling to the
training.
(3) If the recipient or subrecipient is

a victim services provider, or a legal
services provider, it may use Continuum
of Care funds to establish and operate a
comparable database that complies with
Hun's HMIS requirements.
(b) General restrictions. Activities

funded under this section must comply
with the HMIS requirements.

§578_59 Project admlnls.raUve costs.
(a)Eligible costs. The recipient or

subrecipient may use up to 10 percent
of any grant awarded under this part,
excluding the amount for Continuum of
Care Planning Activities and UFA costs,
for the payment of project '
administrative costs related to the
planning and execution of Continuum
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of Care activities. This does not include
staff and overhead costs directly related
to carrying out activities eligible under
§578.4311irough §578.57, because those
costs are eligible as part of those
activities. Eligible administrative costs
include:

(1) General management, oversight,
and coordination. Costs of overall
program management, coordination,
monitoring, and evaluation. These costs
include, but are not limited to,
necessary expenditures for the .
following:
(i) Salaries, wages, and related costs of

the recipient's staff, the staff of
subrecipients, or other staff engaged in
program administration. In charging
costs to this category, the recipient may
include the entire salary, wages, and
related costs allocable to the program of
each person whose primary .
responsibilities with regard to the
program involve program
administration assignments, or the pro
rata share of the salary, wages, and
related costs of each person whose job
includes any program administration
assignments. The racipient may use
only one of these methods for each
fiscal year grant. Program
administration assignments include the
following:
(A)Preparing program budgets and

schedules, and amendments to those
budgets and schedules:

(B) Developing systems for assuring
compliance with program requirements:
(ClDeveloping agreements with

subrecipients and contractors to carry
out program activities:
(D)Monitoring program activities for

progress and compliance with program
requirements;

(E) Preparing reports and other
documents directly related to the
program for submissfon to HUD:
(Fl Coordinating the resolution of

audit and monitoring findings:
(G)Evaluating program results against

stated objectives: and
(H)Managing or supervising persons

whose primary responsibilities with
regard to the program include such
assignments 08 those described in
paragraph (a)(l)(i)(A) through (G)of this
section.
(ii) Travel costs incurred for

monitoring of subrecipients:
(iii) Administrative services

performed under third-party contracts
or agreements, including general legal
services, accounting services, and audit
services; and
(iv) Other costs for goods and services

required for administration of the
program, including rental or purchase of
equipment, insurance, utilities, office

supplies, and rental and maintenance
(but not purchase) of office space.

(2) Training on Continuum of Care
requirements. Costs of providing
training on Continuum of Care
requirements and attending HUD·
sponsored Continuum of Care trainings.

(3)Environmental review. Costs of
carrying out the environmental review
responsfbilities under § .578.31.
(b) Sharing requirement. (1) UFAs. If

the recipient is a UFA that carries out
a project, it may use up to 10 percent
of the grant amount awarded for the
project on project administrative costs.
The UFA must share the remaining
project administrative funds with its
subrecipients.

(2) Recipients that are not UFAs. If the
recipient is not a UFA, it must share at
least 50 percent of project
administrative funds with its
subrecipients.
§578.61 RelocaUon cOltl.
(a) In general. Relocation costs under

the Uniform Relocation Assistance and
Real Property Acquisition Policies Act
of 1970 are eligible.
(b)Eligible relocation costs. Eligible

costs are costs to provide relocation
payments and other assistance to
persons displaced by a project assisted
with grant funds in accordance with
§578.83.
§578.63 Indirect costs.
(a) In general. Continuum of Care

funds may be used to pay indirect costs
in accordance with OMBCirculars A-87
or A-122, as applicable.
(b)Allocation. Indirect costs may be

allocated to each eligible activity as
provided in subpart D, so long as that
allocation is consistent with an indirect
cost rate proposal developed in
accordance with OMBCirculars A-87 or
A-122, as applicable.
(c) Expenaiture limits. The indirect

costs charged to an activity subject to an
expenditure limit under §§578.39,
578.41, and 578.59 must be added to the
direct costs charged for that activity
when determining the total costs subject
to the expenditure limits.

Subpart E-Hlgh·Performlng
Communities

§578.65 Standards.
(a) In general. The collaborative

applicant for a Continuum may apply to
HUD to have the Continuum be
designated a high-performing
community (HPC).The designation
shall be for grants awarded in the same
competition in which the designation is
applied for and made.
(b)Applying for HPC designation. The

application must be submitted at such

time and in such manner as HUDmay
require. must use HMIS data where
required to show the standards for
qualifying are met, and must contain
such information as HUD requires,
including at a minimum:
(1)A report showing how the

Continuum of Care program funds
received in the preceding year were
expended:
(2) A specific plan for how grant

funds will be expended; and
(3) Information establishing that the

Continuum of Care meets the standards
forHPCs.

(c) Standards for qualifying as an
HPC. To qualify as an HPC, a
Continuum must demonstrate through:
(1)Reliable data generated by the

Continuum of Care's HMIS that it meets
all of the following standards:
(i) Mean length of homelessness.

Either the mean length of episode of
homelessness within the Continuum's
geographic area is fewer than 20 days,
or the mean length of episodes of
homelessness for individuals or families
in similar circumstances was reduced
by at least 10 percent from the
preceding federal fiscal year.
(il) Reduced recidivism. Of

individuals and families who leave
homelessness, less than 5 percent
become homeless again at any time
within the next 2 years; or the
percentage of individuals and families
in similar circumstances who become
homeless again within 2 years after
leaving homelessness was decreased by
at least 20 percent from the preceding
federal fiscal year.
(iii) HMIS coverage. The Continuum's

HMIS must have a bed coverage rate of
80 percent and a service volume
coverage rate of 80 percent as calculated
in accordance with HUD's HMIS
requirements.
(iv) Serving families and youth. With

respect to Continuums that served
homeless families and youth defined as
homeless under other fedoral statutes in
paragraph (3) of the definition of
homeless in §576.2:
(A) 95 percent of those families and

youth did not become homeless again
within a 2-year period following
termination of assistance; or
(B) 85 percent of those families

achieved independent living in
permanent housing for at least 2 years
following termination of assistance.
(2) Reliable data generated from

sources other than the Continuum's
HMIS that is provided in a narrative or
other form prescribed by HUDthat it
meets both of the following standards:
(i) Community action. All the .

metropolitan cities and counties within
the Continuum's geographic area have 8
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comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geo~phic area.
(h) Renewing HPC status. If the

Continuum was designated an HPC in
the previous federal fiscal year and used
Continuum of Care grant funds for
activities described under § 578.71, that
such activities were effective at .
reducing the number of individuals and
families who became homeless in that
community.

§ 578.67 PubllcaUon of application.
HUDwill publish the application to

be designated an HPC through the HOD
Web site, Corpublic comment as to
whether the Continuum seeking
designation as an HPCmeets the
standards for befng one.

§578.69 CooparaUon among enUUe••
An HPC must cooperate with HUD in

distributing information about its
successful efforts to reduce
homelessness.
§578.71 HPC-ellglbl. acUvlll.8.
In addition to using grant funds for

the eligible costs described in subpart D
of this part, recipients and subrecipients
in Continuums of Care designated as
HPCsmay 'also use grant funds to
provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set forth in 24 CFR
576.103 and 24 CFR 576.104, if
necessary to prevent the individual or
family from becoming homeless.
Activities must be carried out in
accordance with the plan submitted in
the application. When carrying out
housing relocation and stabilization
services and short- and/or medium-term
rental assistance, the written standards
set Corthin § 578.7(a)(9)(v) and
recordkeeping requirements of 24 CFR
576.500 apply.

Subpart F-Program Requirements

I §578.73 Malchlng requlremenl8.
(a) In general. The recipient or

subrecipient must match all grant funds,
except for leasing funds, with no less
than 25 percent of funds or In-kind
contributions from other sources. For
Continuum of Care geographic areas in
which there is more than one grant
agreement, the 25 percent match must
be provided on a grant-by-grant basis.
Recipients that are UFAs or are the sole
recipient for their Continuum, may
provide match on a Continuum-wide
basis. Cash match must be used for the
costs of activities that are eligible under

subpart D of this part, except that HPCs
may use such match for the costs of
activities that are eligible under
§ 578.71.
(b)Cash sources. A recipient or

subrecipientmay use funds from any
source, including any other federal
sources (excluding Continuum of Care
program funds), as well as State, local,
and private sources, provided that funds
from the source are not statutorily
prohibited to be used as a match. The
recipient must ensure that any funds
used to satisfy the matching
requirements of this section are eligible
under the laws governing the funds in
order to be used as matching funds for
a grant awarded under this program.
(c) In-kind contributions. (1) The

recipient or subrecipient may use the
value of any real property, equipment,
goods, or services contributed to the
project as match, provided that if the
recipient or subrecipient had to pay for
them with grant funds, the costs would
have been eligible under Subpart D, or,
in the case ofHPCs, eligible under
§578.71.
(2)The requirements of 24 CFR 84.23

and 85.24 apply.
(3)Before grant execution, services to

be provided by a third party must be
documented by a memorandum of
understanding (MOll) between the
recipient or subrecipient and the third
party that will provide the services.
Services provided by individuals must
be valued at rates consistent with those
ordinarily paid for similar work in the
recipient's or subreciplent's
organization. If the recipient or
subrecipient does not have employees
performing similar work, the rates must
be consistent with those ordinarily paid
by other employers for similar work in
the same labor market.
(1)The MOU must establish the

unconditional commitment, except for
selection to receive a grant, by the third
party to provide the services, the
specific service to be provided, the
profession of the persons providing the
service, and the hourly cost of the
service to be provided.
(ii) During the term of the grant, the

recipient or subrecipient must keep and
make available, for inspection, records
documenting the service hours
provided.
§578.75 GeneraloperaUons.

(a) State and local requirements. (1)
Housing and facilities constructed or
rehabilitated with assistance under this
part must meet State or local building
codes, and in the absence of State or
local building codes, the International
Residential Code or International
Building Code (as applicable to the type

of structure) of the International Code
Council.
(2) Services provided with assistance

under this part must be provided in
compliance with all applicable State
and local requirements, including
licensing requirements.
(b) Housing quality standards.

Housing leased with Continuum of Care
program funds, or for which rental
assistance payments are made with
Continuum of Care program funds, must
meet the applicable housing quality
standards (HQS) under 24 CFR 982.401
of this title, except that 24 CFR
982.401(j) applies only to housing
occupied by program participants
receiving tenant-based rental assistance.
For housing rehabilitated with funds
under this part, the lead-based paint
requirements in 24 CFR part 35,
subparts A, B, J, and R apply. For
housing that receives project-based or
sponsor-based rental assistance, 24 CFR
part 35, subparts A, B, H, and R apply.
For residential property for which funds
under this part are used for acquisition,
leasing, services, or operating costs, 24
CFRpart 35, subparts A, B, K, and R
apply.
(1) Before any assistance will be

provided on behalf of a program
participant, the recipient, or
subrecipient, must physically inspect
each unit to assure that the unit meets
HQS. Assistance will not be provided
for units that fail to meet HQS, unless
the owner corrects any deficiencies
within 30 days from the date of the
initial inspection and the recipient or
subrecipient verifies that all deficiencies
have been corrected.
(2) Recipients or subrecipients must

inspect all units at least annually during
the grant period to ensure that the units
continue to meet HQS.
(c) Suitable dwelling size. The

dwelling unit must have at least one
bedroom or living/sleeping room for
each two persons.
(1) Children of opposite sex, other

than very young children, may not be
required to occupy the same bedroom or
living/sleeping room.
(2) If houseliold composition changes

during the term of assistance, recipients
and subrecipients may relocate the
household to a more appropriately sized
unit. The household must still have
access to appropriate supportive
services. .
(d) Meals. Each recipient and

subrecipient of assistance under this
part who provides supportive housing
for homeless persons with disabilities
must provide meals or meal preparation
facilities for residents.

(e) Ongoing assessment of supportive
services. To the extent practicable, each
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project must provide supportive
services for residents of the project and
homeless persons using the project,
which may be designed by the recipient
or participants. Each recipient and
subrecipient of assistance under this
part must conduct an ongoing
assessment of the supportive services
needed by the residents of the project,
the availability of such services, and the
coordination of services needed to
ensure long-term housing stability and
must make adjustments, as appropriate.

(£) Residential supervision. Each
recipient and subrecipient of assistance
under this part must provide residential
supervision as necessary to facilitate the
adequate provision of supportive
services to the residents of the housing
throughout the term of the commitment
to operate supportive housing.
Residential supervision may include the
employment of a full- or part-time
residential supervisor with sufficient
knowledge to provide or to supervise
the provision of supportive services to
the residents.

(g) Participation of homeless
individuals. (1)Each recipient and
subrecipient must provide for the
participation of not less than one
homeless individual or formerly
homeless individual on the board of
drrecto~orothmeqwvalem
policymaking entity of the recipient or
subrecipient, to the extent that such
entity, considers and makes policies and
decisions regarding any project,
supportive services, or assistance
provided under this part. This
requirement is waived if a recipient or
subrecipient is unable to meet such
requirement and obtains HUDapproval
for a plan to otherwise consult with
homeless or formerly homeless persons
when considering and making policies
and decisions.
(2)Each recipient and subrecipient of

assistance under this part must, to the
maximum extent practicable, involve
homeless individuals and families
through employment; volunteer
services; or otherwise in constructing,
rehabilitating, maintaining, and
operating the project, and in providing
supportive services for the project.
(hl Supportive service agreement.

Recipients and subrecipients may
require the program participants to take
part in supportive services that are not
disability-related services provided
through the project as a condition of
continued participation in the program.
Examples of disability-related services
include, but are not limited to, mental
health services, outpatient health
services, and provision of medication,
which are provided to a pe~on with a
disability to address a condition caused

by the disability. Notwithstanding this
provision, if the purpose of the project
is to provide substance abuse treatment
services, recipients and subrecipients
may require program participants to
take part in such services as a condition
of continued participation in the
pro~.
(i) Retention of assistance after death,

incarceration, or institutionalization for
more than 90 days of qualifying
member. For permanent supportive
housing projects surviving, members of
any household who were living in a unit
assisted under this part at the time of
the qualifying member's death, long-
term incarceration, or long-term
institutionalization, have the right to
rental assistance under this section until
the expiration of the lease in effect at
the time of the qualifying member's
death, long-term incarceration, or long-
term institutionalization.

§578.77 CalculaUng occupancy charges
and rent.

(il) Occupancy agreements and leases.
Recipients and subrecipients must have
signed occupancy agreements or leases
(or subleases) with program participants
residing in housing.

(b) Calculation of occupancy charges.
Recipients and subrecipients are not
required to impose occupancy charges
on program participants as a condition
ofresiding in the housing. However, if
occupancy charges are imposed, they
may not exceed the highest of:
(1) 30 percent of the family's monthly

adjusted income (adjustment factors
include the number of people in the
family, age of family members, medical
expenses, and child-care expenses);
(2) 10 percent of the family's monthly

income; or
(3) If the family is receiving payments

for welfare assistance from a public
agency and a part of the payments
(adjusted in accordance with the
family's actual housing costs) is
specifically designated by the agency to
meet the family's housing costs, the
portion of the payments that is
designated for housing costs.
(4) Income. Income must be

calculated in accordance with 24 CFR
5.609 and 24 CFR 5.611(a). Recipients
and subrecipients must examine a
program participant's income initially,
and if there is a change in family
composition (e.g.,birth of a child) or a
decrease in the resident's income during
the year, the resident may request an
interim reexamination, and the
occupancy charge will be adjusted
accordin~ly.

(c) Resident rent. (1) Amount of rent.
(i) Each program participant on whose
behalf rental assistance payments are

made must pay a contribution toward
rent in accordance with section 3(a)(1)
of the U.S. Housing Act of 1937 (42
U.S.C. 1437a(a)(1)).
(ii) Income of program participants

must be calculated in accordance with
24 CFR5.609 and 24 CFR 5.611(a).

(2)Review. Recipients or
subrecipients must examine a program
participant's income initially, and at
least annually thereafter, to determine
the amount of the contribution toward
rent payable by the program participant.
Adjustments to a program participant's
contribution toward the rental payment
must be made as changes in income are
identified.
. (3) Verification. As a condition of
participation in the program, each
program participant must agrae to
supply the information or
documentation necessary to verify the
program participant's income. Program
participants must provide the recipient
or subrecipient with information at any
time regarding changes in income or
other circumstances that may result in
changes to a program participant's
contribution toward the rental payment.

1578.79 LImitation on translUonal
housing.
A homeless individual or family may

remain in transitional housing for a
period longer than 24 months, if
permanent housing for the individual or
family has not been located or if the
individual or family requires additional
time to prepare for independent living.
However, HUD may discontinue
assistance for a transitional housing
project if more than half of the homeless
individuals or families remain in that
project longer than 24 months.

1578.81 Term of commitment, repayment
of grantl, and prevention of undue benefltl.
(a) In general. All recipients and

subrecipients receiving grant funds for
acquisition, rehabilitation, or new
construction must operate the housing
or provide supportive services in
accordance with this part, for at least 15
years from the date of initial occupancy
or date of initial service provision,
Recipient and subrecipients must
execute and record a HUlHipproved
Declaration of Restrictive Covenants
before receiving payment of grant funds.
(b)Conversion. Recipients and

subrecipients carrying out a project that
provides transitional or permanent
housing or supportive services in a
structure may submit a request to HUD
to convert a project for the direct benefit
of very low-income persons. The request
must be made while the project is .
operating as homeless housing or
supportive services for homeless
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individuals and families, must be in
writing, and must include an
explanation of why the project is no
longer needed to provide transitional or
permanent housing or supportive
services. The primary factor in RUD's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
geographic area. .
(c) Repayment of grant funds. If a

project is not operated as transitional or
permanent housing for 10 years
following the date of initial occupancy.
HUDwill require repayment of the
entire amount of the grant used for
acquisition. rehabilitation, or new
construction, unless conversion of the
project has been authorized under
paragraph (b) ofthis section. If the
housing is used for such purposes for
more than 10 years, the payment
amount will be reduced by 20
percentage points for each year, beyond
the 10-year period in which the project
is used for transitional or permanent
housing.

(d) Prevention of undue benefits.
Except as provided under paragraph (e)
of this section, upon any sale or other
disposition of a project site that received
grant funds for acquisition,
rehabilitation, or new construction,
occurring before the 15-year period, the
recipient must comply with such terms
and conditions as HUDmay prescribe to
prevent the recipient or subrecipient
from unduly benefiting from such sale
or disposition.
(e)Exception. A recipient or

subrecipient will not be required to
comply with the terms and conditions
prescribed under paragraphs (c) and (d)
of this section if:
(1) The sale or disposition of the

property used for the project results in
the use of the property for the direct
benefit of very low-income persons:
(2)All the proceeds are used to

provide transitional or permanent
housing that meet the requirements of
this part;
(3JProject-based renta1assistance or

operating cost assistance from any
federal program or an equivalent State
or local program is no longer made
available and the project is meeting
applicable performance standards,
provided that the portion of the project
that had benefitted from such assistance
continues to meet the tenant income
and rent restrictions for low-income
units under section 42(g) of the Internal
Revenue Code of 1986; or
(4) There are no individuals and

families in the Continuum of Care
geographic area who are homeless. in
which case the project may serve

individuals and families at risk of
homelessness.
§578.83 Displacement. relocation, and
acquisition.
(a) Minimizing displacement.

Consistent with the other goals and
objectives of this part, recipients and
subrecipients must ensure that they
have taken all reasonable steps to
minimize the displacement of persons
(families. individuals, businesses,
nonprofit organizations, and farms) as a
result of projects assisted under this
part. "Project," as used in this section.
means any activity or series of activities
assisted with Continuum of Care funds
received or anticipated in any phase of
an undertaking.

(b) Temporary relocation. (1) Existing
Building Not Assisted under Title IV of
the McKinney- Vento Act. No tenant may
be required to relocate temporarily for a
project if the building in which the
project Is being undertaken or will be
undertaken is not currently assisted
under Title IV of the McKinney-Vento
Act. The absence of such assistance to
the building means the tenants are not
homeless and the tenants are therefore
not eligible to receive assistance under
the Continuum of Care program. When
a tenant moves for such a project under
conditions that cause the Uniform
Relocation Assistance and Real Property
Acquisition Policies Act of 1970 (URA).
42 U.S.C. 4601-4655, to apply. the
tenant must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section.

(2)Existing Transitional Housing or
Permanent Housing Projects Assisted
Under Title IV of the McKinney- Vento
Act. Consistent with paragraph (c)(2)(ii)
of this section, no program participant
may be required to relocate temporarily
for a project if the person cannot be
offered a decent, safe, and sanitary unit
in the same building or complex upon
project completion under reasonable
terms and conditions. The length of
occupancy requirements in §578.79
may prevent a program participent from
returning to the property upon
completion (See paragraph (c)(2)(iii)(D)
of this section). Any program
participant who has been temporarily
relocated for a period beyond one year
must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section. Program
participants temporarily relocated in
accordance with the policies described
in this paragraph must be provided:
(i) Reimbursement for all reasonable

out-of-pocket expenses incurred in
connection with the temporary

relocation, including the cost of moving
to and from the temporarily occupied
housing and any increase in monthly
rent/occupancy charges and utility
costs: and
(il) Appropriate advisory services,

including reasonable advance written
notice of:
(A) The date and approximate

duration of the temporary relocation:
(B)The location of the suitable,

decent, safe, and sanitary dwelling to be
made available for the temporary
period;
(C) The reasonable terms and

conditions under which the program
participant will be able to occupy a
suitable. decent, safe. and sanitary
dwelling in the building or complex
upon completion of the project; end
(D)The provisions of paragraph

(b)(2)(i) of this section.
(c) Relocation assistance for displaced

persons. (1) In general. A displaced
person (defined in paragraph (c)(2) of
this section) 'must he provided .
relocation assistance in accordance with
the requirements of the URA and
implementing regulations at 49 CFRpart
24. A displaced person must be advised
of his or her rights under the Fair
Housing Act. Whenever possible,
minority persons must be given
reasonable opportunities to relocate to
decent, safe, and sanitary replacement
dwellings. not located in an area of
minority concentration, that are within
their financial means. This policy,
however. does not require providing a
person a larger payment than is
necessary to enable a person to relocate
to a comparable replacement dwelling.
See 49 CFR 24.205(c)(2)(ii)(D).

(2) Displaced person. (i) For the
purposes of paragraph (c) ofthis section.
the term "displaced person" means any
person (family. individual,business,
nonprofit organization. or farm) that
moves from real property, or moves
personal property from real property.
permanently, as a direct result of
acquisition. rehabilitation, or
demolition for a project. This includes
any permanent. involuntary move for a
project. including any permanent move
from the real property that is made:
(A) After the owner (or person in

control of the site) issues R notice to
move permanently from the property. or
refuses to renew an expiring lease. if the
move occurs after the date of the
submission by the recipient or
subrecipient of an application for
assistance to HUD (or the recipient, as'
appliceble) that is later approved end
funded and the recipient or subrecipient
has site control as evidenced in
accordance with §578.25(b)j or
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(B)After the owner (or person in
control of the site) issues B notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date the recipient
or subrecipient obtains site control, as
evidenced in accordance with
§578.25(b), if that occurs after the
application for assistance; or
(C)Before the date described under

paragraph (c)(2)(i)(A)or (B)of this
section, if the recipient or HUD
determines that the displacement
resulted directly from acquisition,
rehabilitation, or demolition for the
project; or '

(D) By a tenant of a building that is
not assisted under Title IV of the
McKinney-Vento Act; if the tenant
moves after execution of the agreement
covering the acquisition, rehabilitation,
or demolition of the property for the
project; or
(li) For the purposes of paragraph (c)

of this section, the term "displaced
person" means any person (family,
individual, business, nonprofit
organization, or farm) that moves from
real property, or moves personal
property from real property,
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent. involuntary move for a
project that ismade by a program
participant occupying transitional
housing or permanent housing assisted
under Title IV of the McKinney-Vento
Act, if anyone of the following three
situations occurs:
(A)The program participant moves

after execution of the agreement
covering the acquisition, rehabilitation,
or demolition of the property for the
project and is either not eligible to
return upon project completion or the
move occurs before the program
participant is provided written notice
offering the program participant an
opportunity to occupy a suitable,
decent, safe, and sanitary dwelling in
the same building or complex upon
project completion under reasonable
terms and conditions. Such reasonable
terms and conditions must include a
lease (or occupancy agreement, as
applicable) consistent with Continuum
of Care program requirements. including
a monthly rent or occupancy charge and
monthly utility costs that does not
exceed the maximum amounts
established in §578.77; or

(B) The program participant is
required to relocate temporarily, does
not return to the building or complex,
and anyone of the following situations
occurs:

(1) The program participant is not
offered payment for all reasonable out-

o~pocketexpensesincurredin
connection with the temporary
relocation;
(2)The program participant is not

eligible to return to the building or
comflex upon project completion; or
(3 Other conditions of the temporary

relocation are not reasonable; or
(C)The program participant is

required to move to another unit in the
same building or complex, and anyone
of the following situations occurs:

(1) The program participant is not
offered reimbursement for all reasonable
out-of-pocket expenses incurred in
connection with the move;
(2) The program participant, is not

eligible to remain in the building or
comflex upon project completion; or

(3 Other conditions of the move are
not reasonable.
(iii) Notwithstanding the provisions of

paragraph (c)(2)(i) or (ii) of this section,
a person does not qualify as a
"displaced person" if:
(A)The person has been evicted for

serious or repeated violation of the
terms and conditions of the lease or
occupancy agreement; the eviction
complied with applicable federal, State,
or local requirements (see §5.78.91);and
the recipient or subrecipient determines
that the eviction was not undertaken for
the purpose of evading the obligation to
provide relocation assistance;
(B)The person moved into the

property after the submission of the
application but, before signing a lease or
occupancy agreement and commencing
occupancy, was provided written notice
of the project's possible impact on the
person (e.g., the person may be
displaced, temporarily relocated, or
incur a rent increase) and the fact that
the person would not qualify as a
"displaced person" (or for any
relocation assistance provided under
this section), as a result of the project;
(C)The person is ineligible under 49

CFR24.2(a)(9)(ii));
(D)The person is a program

participant occupying transitional
housing or permanent housing assisted
under Title IV of the Act who must
move as a direct result of the length-of-
occupancy restriction under §578.79; or

(E) HUD determines that the person
was not displaced as a direct result of
acquisition, rehabilitation,or
demolttion for the project.
(iv) The recipient may request, at any

time, HUD's determination of whether a
displacement is or would be covered
under this section.
(3) Initiation of negotiations. For

purposes of determining the formula for
computing replacement housing
payment assistance to be provided to a
displaced person pursuant to this

section, if the displacement is a direct
result of privately undertaken
rehabilitation, demolition, or
acquisition of the real property,
"initiation of negotiations" means the
execution of the agreement between the
recipient and the subrecipient, or
between the recipient (or subrecipicnt,
as applicable) and the person owning or
controlling the property. In the case of
an option contract to acquire property,
the initiation of negotiations does not
become effective until execution of a
written agreement that creates a legally
enforceable commitment to proceed
with the purchase, such as a purchase
agreement.
(d) Real property acquisition

requirements. Except for acquisitions
described in 49 CFR 24.101(b)(1)
through (5), the URA and the
requirements of 49 CFR part 24, subpart
B apply to any acquisition of real
property for a project where there are
Continuum of Care funds in any part of
the project costs.
(e)Appeals. A person who disagrees

with the recipient's (or subrecipient's, if
applicable) determination concerning
whether the person qualifies as a
displaced person, or the amount of
relocation assistance for which the
person is eligible, may file a written
appeal of that determination with tho
recipient (see 49 CFR 24.10). A low-
income person who is dissatisfied with
the recipient's determination on his or
her appeal may submit a written request
for review of that determination to the
local HUD field office.

S678.86 Timeliness standards.
(a) In general. Recipients must initiate

approved activities and projects
promptly.
(b) Construction activities. Recipients

of funds for rehabilitation or new
construction must meet the following
standards:
(1) Construction activities must begin

within 9 months of the later of signing
of the grant agreement or of signing an
addendum to the grant agreement
authorizing use of grant funds for the
project.
(2) Construction activities must be

completed within 24 months of signing
the grant agreement.
(3) 'Activities that cannot begin until

after construction activities are
completed must begin within a months
of the date that construction activities
are completed.
(c) Distribution. A recipient that

receives funds through this part must:
(1) Distribute the funds to

subrecipients (in advance of
expenditures by the subrecipients);
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(2) Distribute the appropriate portion
of the funds to a subrecipient no later
than 45 days after receiving an
approvable request for such distribution
from the subreciplent, and
(3) Draw down funds at least once per

quarter of the program year, after
eligible activities commence.

§678.87 Limitation on UHof funds.
(a) Maintenance of effort. No

assistance provided under this part (or
any State or local government funds
used to supplement this assistance) may
be used to replace State or local funds
previously used, or designated for use,
to assist homeless persons.
(b) Faith-based activities. (1) Equal

treatment of program participants and
program beneficiaries. (i) Program
participants. Organizations that are
religious or faith-based are eligible, on
the same basis as any other
organization, to participate in the
Continuum of Care program. Neither the
Federal Government nor a State or local
government receiving funds under the
Continuum of Care program shall
discriminate against an organization on
the basis of the organization's religious
character or affiliation. Recipients and
subrecipients of program funds shall
not, in providing program assistance,
discriminate against a program
participant or prospective program
participant on the basis of religion or
reli~ous belief.
[ii] Beneficiaries. In providing

services supported in whole or in part
with federal financial assistance, and in
their outreach activities related to such
services, program participants shall not
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice.
(2j Separation of explicitly religious

activities. Recipients and subrecipients
of Continuum of Care funds that engage
in explicitly religious activities,
including activities that involve overt
religious content such as worship,
religious instruction, or proselytization,
must perform such activities and offer
such services outside of programs that
are supported with federal financial
assistance separately, in time or
location, from the programs or services
funded under this part, and
participation in any such explicitly
religious activities must be voluntary for
the program beneficiaries of the HUD-
funded programs or services.

(3)Religious identity. A faith-based
organization that is a recipient or
subrecipient of Continuum of Care
program funds is eligible to use such

funds as provided under the regulations
of this part without impairing its
independence, autonomy, expression of
religious beliefs, or religious character.
Such organization will retain its
independence from federal, State, and
local government, and may continue to
carry out its mission, including the
definition, development, practice, and
expression of its religious beliefs,
provided that it does not use direct
program funds to support or engage in
any explicitly religious activities,
including activities that involve overt
religious content. such as worship,
religious instruction, or proselytization,
or any manner prohibited by law.
Among other things, faith-based
organizations may use space in their
facilities to provide program-funded
services, without removing or altering
religious art, icons, scriptures, or other
religious symbols. In addition, a
Continuum of Care program-funded
religious organization retains its
authority over its internal governance,
and it may retain religious terms in its
organization's name, select its board
members on a religious basis, and
include religious references in its
organization's mission statements and
other governing documents.
(4)Alternative provider. If a program

participant or prospective program
participant of the Continuum of Care
program supported by HUD objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonably prompt time
after the objection. undertake reasonable
efforts to identify and refer the program
participant to an alternative provider to
which the prospective program
participant has no objection. Except for
services provided by telephone, the
Internet, or similar means, the referral
must be to an alternate provider in
reasonable geographic proximity to the
organization making the referral. In
making the referral, the organization
shall comply with applicable privacy
laws and regulations. Recipients and
subrecipients shall document any
objections from program participants
and prospective program participants
and any efforts to refer such participants
to alternative providers in accordance
with the requirements of
§578.103(a)(13). Recipients shall ensure
that all subrecipient agreements make
organizations receiving program funds
aware of these requirements.
(5) Structures. Program funds may not

be used for the acquisition,
construction, or rehabilitation of
structures to the extent that those
structures are used for explicitly
religious activities. Program funds may

be used for the acquisition,
construction, or rehabilitation of
structures only to the extent that those
structures are used for conducting
eligible activities under this part. When
a structure is used for both eligible and
explicitly religious activities, program
funds may not exceed the cost of those
portions of the acquisition, new
construction, or rehabilitation that are
attributable to eligible activities in
accordance with the cost accounting
requirements applicable to the
Continuuin of Care program.
Sanctuaries, chapels, or other rooms
that a Continuum of Care program-
funded religious congregation uses as its
principal place of worship, however, are
ineligible for Continuum of Care
program-funded improvements.
Disposition of real property after the
term of the grant, or any change in the
use of the property during the term of
the grant, is subject to governmentwide
regulations governing real property
disposition (see 24 CFR parts 84 and
85).

(6) Supplemental funds. If a State or
local government voluntarily
contributes its own funds to supplement
federally funded activities, the State or
local government has the option to
segregate the federal funds or
commingle them. However, if the funds
are commingled, this section applies to
all of the commingled funds.
(c) Restriction on combining funds. In

a single structure or housing unit, the
following types of assistance may not be
combined:

(1) Leasing and acquisition,
rehabilitation. or new construction;
(2) Tenant-based rental assistance and

acquisition, rehabilitation, or new
construction;
(3) Short- or medium-term rental

assistance and acquisition,
rehabilitation, or new construction;
(4) Rental assistance and leasing; or
(5) Rental assistance and operating.
(d) Program fees. Recipients and

subrecipients may not charge program
participants program fees.

§678.89 L1mltaUon on us. of granl funda
to aerve persona defined aa homeless
under other fed.rallawa.
(a) Application requirement.

Applicants that intend to serve
unaccompanied youth and families with
children and youth defined as homeless
under other federal laws in paragraph
(3) of the homeless definition in §576.2
must demonstrate in their application,
to HUD's satisfaction. that the use of
grant funds to serve such persons Is an
equal or groater priority than serving
persons defined as homeless under
paragraphs (1), (2), and (4) of the
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definition of homeless in §576.2. To
demonstrate that it is of equal or greater
priority, applicants mustshow that it is
equally or more cost effective in meeting
the overall goals and objectives of the
plan submitted under section
427(b)(1)(B)of the Act, especially with
respect to children and unaccompanied
youth.
(b)Limit. No more than 10 percent of

the funds awarded to recipients within
a single Continuum of Care's geographic
area may be used to serve such persons.
(c)Exception. The 10 percent

limitation does not apply to
Continuums in which the rate of
homelessness, as calculated in the most
recent point-in-time count, is less than
one-tenth of one percent of the total
population.
§578.91 Termination of assistance to
program partlclpants.

(a) Termination of assistance. The
recipient or subrecipient may terminate
assistance to a program participant who
violates program requirements or
conditions of occupancy. Termination
under this section does not bar the
recipient or subrecipient from providing
further assistance at a later date to the
same individual or family.
(b)Due process. In terminating

assistance to a program participant, the
recipient or subrecipient must provide a
formal process that recognizes the rights
of individuals receiving assistance
under the due process oflaw. This
process, at a minimum, must consist of:
(1) Providing the program participant

with a written copy of the program rules
and the termination process before the
participant begins to receive assistance;
(2)Written notice to the program

participant containing a clear statement
of the reasons for termination:
(3)A review of the decision, in which

the program participant is given the
opportunity to present written or oral
objections before a person other than the
person (or a subordinate of that person)
who made or approved the termination
decision: and
(4)Prompt written notice of the final

decision to the program participant.
(c) Hard-to-house populations.

Recipients and subrecipients that are
providing permanent supportive
housing for hard-to-house populations
of homeless persons must exercise
judgment and examine all extenuating
circumstances in determining when
violations are serious enough to warrant
termination so that a program
participant's assistance is terminated
only in the most severe cases.

§578.93 Fair Housing and Equal
Opportunity.

(a) Nondiscrimination and equal
opportunity requirements. The
nondiscrimination and equal
opportunity requirements set forth in 24
CFR5.105(a) are applicable. .

(b) Housing for specific
subpopulations. Recipients and
subrecipients may exclusively serve a
particular homeless subpopulation in
transitional or permanent housing if the
housing addresses a need identified by
the Continuum of Care for the
geographic area and meets one of the
following:
(1) The housing may be limited to one

sex where such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considarations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex;
(2)The housing may be limited to a

specific subpopulation, so long as
admission does not discriminate against
any protected class under federal
nondiscrimination laws in 24 CFR 5.105
(e.g., the housing may be limited to
homeless veterans, victims of domestic
violence and their children, or
chronically homeless persons and
families).
(3) The housing may be limited to

families with children.
(4) If the housing has in residence at

least one family with a child under the
age of 18, the housing may exclude
registered sex offenders and persons
with a criminal record that includes a
violent crime from the project so long as
the child resides in the housing.
(5) Sober housing may exclude

persons who refuse to sign an
occupancy agreement or lease that
prohibits program participants from
possessing, using, or being under the
influence of illegal substances and/or
alcohol on the premises.
(6) If the housing is assisted with

funds under a federal program that is
limited by federal statute or Executive
Order to a specific subpopulation, the
housing may be limited to that
subpopulation (e.g., housing also
assisted with funding from the Housing
Opportunities for Persons with AIDS
program under 24 CFRpart 574 may be
limited to persons with acquired
immunodeficiency syndrome or related
diseases).
(7) Recipients may limit admission to

or provide a preference for the housing
to subpopulations of homeless persons
and families who need the specialized
supportive services that are provided in
the housing (e.g., substance abuse

addiction treatment, domestic violence
services, or a high intensity package
designed to meet the needs of hard-to-
reach homeless persons). While the
housing may offer services for a
particular type of disability, no
otherwise eligible individuals with
disabilities or families including an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability.

(c) Affirmatively furthering fair
housing. A recipient must implement its
programs in a manner that affirmatively
furthers fair housing, which means that
the recipient must:
(1) Affirmatively market their housing

and supportive services to eligible .
persons regardless of race, color,
national origin, religion, sex, age,
familial status, or handicap who are
least likely to apply in the absence of
special outreach, and maintain records
of those marketin~ activities:
(2)Where a recipient encounters a

condition or action that impedes fair
housing choice for current or
prospective program participants,
provide such information to the
jurisdiction that provided the
certification of consistency with the
Consolidated Plan; and
(3) Provide program participants with

information on rights and remedies
available under applicable federal, State
and local fair housing and civil rights
laws.
(d) Accessibility and integrative

housing and services for persons with
disabilities. Recipients and
subrecipients must comply with the
accessibility requirements of the Fair
Housing Act (24 eFR part 100), Section
504 of the Rehabilitation Act of 1973 (24
CFRpart 8), and Titles nand m ofthe
Americans with Disabilities Act,.as
applicable (28 CFR parts 35 and 36). In
accordance with the requirements of 24
CFR 8.4(d), recipients must ensure that
their program's housing and supportive
services are provided in the most
integrated setting appropriate to the
needs of persons with disabilities;

(e) Prohibition against involuntary
family separation. The age and gender
of a child under age 18 must not be used
as a basis for denying any family's
admission to a project that receives
funds under this part.

§578.95 Conflicts of Interest.
(a)Procurement. For the procurement

of property (goods, supplies, or
equipment) and services, the recipient
and its subrecipients must comply with
the codes of conduct and conflict-of-
interest requirements under 24 CFR
85.36 (for governments) and 24 CFR
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84.42 (for private nonprofit
ors.anizations).

(b) Continuum of Care board
members. No Continuum of Care board
member may participate in or influence
discussions or resulting decisions
concerning the award of a grant or other
financial benefits to the organization
that the member represents.

(c) Organizationiil conflict. An
organizational conflict of interest arises
when, because of activities or
relationships with other persons or
organizations, the recipient or
subrecipient is unable or potentially
unable to render impartial assistance in
the provision of any type or amount of
assistance under this part, or when a
covered person's, as in paragraph (d)(I)
of this section, objectivity in performing
work with respect to any activity
assisted under this part is or might be
otherwise impaired. Such an
organizational conflict would arise
when a board member of an applicant
participates in decision of the applicant
concerning the award of a grant. or
provision of other financial benefits. to
the organization that such member
represents. It would also arise when an
employee of a recipient or subrecipient
participates in making rent
reasonableness determinations under
§578.49(b)(2) and §578.51(g) and
housing quality inspections of property
under §578.7S(b) that the recipient.
subrecipient, or related entity owns.
(d) other conflicts. For all other

transactions and activities. the following
restrictions apply:
(1) No covered person, meaning a

person who is an employee, agent,
consultant, officer, or elected or
appointed official of the recipient or its
subrecipients and who exercises or has
exercised any functions or
responsibilities with respect to activities
assisted under this part. or who is in a
position to participate in a decision-
making process or gain inside
information with regard to activities
assisted under this part, may obtain a
financial interest or benefit from an
assisted activity. have a financial
interest in any contract, subcontract. or
agreement with respect to an assisted
activity. or have a financial interest in
the proceeds derived from an assisted
activity, either for him or herself or for
those with whom he or she has
immediate family or business ties.
during his or her tenure or during the
one-year period following his or her
tenure.

(2)Exceptions. Upon the written
request of the recipient. HUDmay grant
an exception to the provisions of this
section on a case-by-case basis. taking
into account the cumulative effects of

the criteria in paragraph (d)(2)(ii) of this
section, provided that the recipient has
satisfactorily met the threshold
requirements of paragraph (d)(2)(iI) of
this section.
(i) Threshold requirements. HUD will

consider an exception only after the
recipient has provided the following
documentation:
(A) Disclosure of the nature of the

conflict, accompanied by a written
assurance. if the recipient is a
government, that there has been public
disclosure of the conflict and a
description of how the public disclosure
was made; and if the recipient is a
private nonprofit organization, that the
conflict has been disclosed in
accordance with their written code of
conduct or other conflict-of-interest
policy; and

(B) An opinion of the recipient's
attorney that the interest for which the
exception is sought would not violate
State or local law , or if the subrecipient
is a private nonprofit organization. the
exception would not violate the
organization's internal policies.
(ii) Factors to be considered far

exceptions. In determining whether to
grant a requested exception after the
recipient has satisfactorily met the
threshold requirements under paragraph
(c)(3)(i) of this section, HUD must
conclude that the exception will serve
to further the purposes of the
Continuum of Care program and the
effective and efficient administration of
the recipient's or subrecipient's project.
taking into account the cumulative
effect of the following factors, as
applicable:
(A)Whether the exception would

provide a significant cost benefit or an
essential degree of expertise to the
program or project that would otherwise
not be available;
(B)Whether an opportunity was

provided for open competitive bidding
or negotiation;
(C)Whether the affected person has

withdrawn from his or her functions,
responsibilities. or the decision-making
process with respect to the specific
activity in question;
(D)Whether the interest or benefit

was present before the affected person
was in the position described in
paragraph (c)(I) of this section;
(E)Whether undue hardship will

result to the recipient. the subrecipient,
or the person affected. when weighed
against the public interest served by
avoiding the prohibited conflict;
(F)Whether the person affected is a

member of a group or class of persons
intended to be the beneficiaries of the
assisted activity. and the exception will
permit such person to receive generally

the same interests or benefits as are
being made available or provided to the
grouf or class; and
(G Any other relevant considerations.

§578.97 Program Income.
(a)Defined. Program income is the

income received by the recipient or
subrecipient directly generated by a
grant-supported activity.
(b) Use. Program income earned

during the grant term shall be retained
by the recipient. and added to funds
committed to the project by HUD and
the recipient. used for eligible activities
in accordance with the requirements of
this part. Costs incident to the
generation of program income may be
deducted from gross income to calculate
program income. provided that the costs
have not been charged to grant funds.

(c) Rent and occupancy charges.
Rents and occupancy charges collected
from program participants are program
income. In addition, rents and
occupancy charges collected from
residents of transitional housing may be
reserved. in whole or in part. to assist
the residents from whom. they are
collocted to move to permanent
bousing.
§578.99 Applicability of other federal
requirements.
In addition to the requirements set

forth in 24 CFR part 5, use of assistancs
provided under this part must comply
with the following federal requirements:
(a)Environmental review. Activities

under this part are subject to
environmental review by HUD under 24
CFRpart 60 as noted in §578.31.

(b) Section 6002 of the Solid Waste
Disposal Act. State agencies and
agencies of a political subdivision of a
state that are using assistance under this
part for procurement. and any person
contracting with such an agency with
respect to work: performed under an
assisted contract, must comply with the
requirements of Section 6003 of the
Solid Waste Disposal Act. as amended
by the Resource Conservation and
Recovery Act. In accordance with
Section 6002, these agencies and
persons must:
(1) Procure items designated in

guidelines of the Environmental
Protection Agency (EPA) at 40 CFRpart
247 that contain the highest percentage
of recovered materiels practicable.
consistent with maintaining a
satisfactory level of competition, where
the purchase price of the item exceeds
$10.000 or the value of the quantity
acquired in the preceding fiscal year
exceeded $10,000;
(2) Procure solid waste management

services in a manner that maximizes
energy and resource recovery; and
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(3)Must have established an
affirmative procurement program for the
procurement of recovered materials
identified in the EPA guidelines.

(c) Transparency Act Reporting.
Seetlon 872 of the Duncan Hunter
Defense Appropriations Act of 2009,
and additional requirements published
by the Office of Management and
Budget (OMB),requires recipients to
report subawards made either as pass-
through awards, subrecipiont awards, or
vendor awards in the Federal
Government Web site www.fsrs.govor
its successor system. The reporting of
award and subaward information is in
accordance with the requirements of the
Federal Financial Assistance
Accountability and Transparency Act of
2006, as amended by section 6202 of
Public Law 110-252 and in OMBPolicy
Guidance issued to the federal agencies
on September 14, 2010 (75 FR 55669).
(d) The Coastal Battier Resources Act

of 1982 (16 U.S.C. 3501 et seq.) may
apply to proposals under this part,
depending on the assistance requested.

(e) ApplicabjJjty of OMB Circulars.
The requirements of 24 CFRpart 85-
Administrative Requirements for Grants
and Cooperative Agreements to State.
Local. and Federally Recognized Indian
Tribal Governments and 2 CFRpart
225-Cost Principles for State, Local
and Indian Tribal Governments (OMB
Circular A-87)--iipply to governmental
recipients and subrecipients except
where inconsistent with the provisions
of this part. The requirements of 24 CFR
part 84-Uniform Administrative
Requirements for Grants and
Agreements with Institutions of Higher
Education. Hospitals. and Other Non-
Profit Organizations; 2 CFRpart 230-
Cost Principles for Non-Profit
Organizations (OMBCircular A-122);
and 2 CFRpart 220-C0st Principles for
Education Institutions apply to the
nonprofit recipients and subrecipients,
except where inconsistent with the
provisions of the McKinney-Vento Act
or this part.

(f)Lead-based paint. The Lead-Based
Paint Poisoning Prevention Act (42
U.S.C. 4821-4846), the Residential
Lead-Based Paint Hazard Reduction Act
of 1992 (42 U.S.C. 4851-4856). and
implementing regulations at 24 CFRpart
35. subparts A, B, H. J, K,M, and R
apply to activities under this program.

19) Audit. Recipients and
subrecipients must comply with the
audit requirements of OMBCircular A-
133. "Audits of States, Local
Governments. and Non-profit
Organizations."

(h) Davis-Bacon Act. The provisions
of the Davis-Bacon Act do not apply to
this program.

(i) Section 3 of the Housing and
UrbanDevelopment Act. Recipients and
subrecipients must, as applicable,
comply with Section 3 of the Housing
and Urban Development Act of 1968
and its implementing regulations at 24
CFRpart 135, as applicable.

Subpart G-Grant Administration

§ 678.101 Technical assistance.
(a)Purpose. The purpose of

Continuum of Care technical assistance
is to Increase the effectiveness with
which Continuums of Care, eligible
applicants, recipients, subrecipients,
and UFAs implement and administer
their Continuum of Care planning
process; improve their capacity to
prepare applications; prevent the
separation of families in projects funded
under the Emergency Solutions Grants.
Continuum of Care. and Rural Housing
Stability Assistance programs; and
adopt and provide best practices in
housing and services for persons
experiencing homelessness.

(b)Defined. Technical assistance
means the transfer of skills and
knowledge to entities that may need. but
do not possess, such skills and
knowledge. The assistance may include.
but is not limited to. written
information such as papers, manuals,
guides, and brochures; person-to-person
exchanges; web-based curriculums,
training and Webinars. and their costs.

(c) Set-aside. HUD may set aside
funds annually to provide technical
assistance, either directly by HUD staff
or indirectly through third-party
providers.

(d) Awards. From time to time. as
HUD determines the need, HUD may
advertise and competitively select
providers to deliver technical
assistance. HUD may enter into
contracts, grants, or cooperative
agreements. lVhen necessary, to
implement the technical assistance.
HUD may also enter into agreements
with other federal agencies for awarding
the technical assistance funds.

§678.103 Recordkeeplng requirements.
(a) In general. The recipient and its

subrecipients must establish and
maintain standard operating procedures
for ensuring that Continuum of Care
program funds are used in accordance
with the requirements of this part and
must establish and maintain sufficient
records to enable HUD to determine
whether the recipient and its
subrecipients are meeting the
requirements of this part. including:
(t) Continuum of Care records. Each

collaborative applicant must keep the
following documentation related to

establishing and operating a Continuum
of Care:

(i) Evidence that the Board selected by
the Continuum of Caremeets the
requirements of §578.5(b);

(ii) Evidence that the Continuum has
been established and operated as set
forth in subpart B oftbis part, including
published agendas and meeting
minutes, an approved Governance
Charter that is reviewed and updated
annually, a written process for selecting
a board that is reviewed and updated at
least once every 5 years, evidence
required for designating a single HMIS
for the Continuum, and monitoring
reports of recipients and subrecipients;

(iii) Evidence that the Continuum has
prepared the application for funds as set
forth in §678.9, including the
designation of the eligible applicant to
be the collaborative applicant.

(2) Unified funding agency records.
UFAs that requested grant amendments
from HUD. as set forth in §578.105,
must keep evidence that the grant
amendment was approved by the
Continuum. This evidence may include
minutes of meetings at which the grant
amendment was discussed and
approved.

(3)Homeless status. Acceptable
evidence of the homeless as status is set
forth in 24 CFR 576.500(b).

(4)At risk of homelessness status. For
those recipients and subrecipients that
serve persons at risk of homelessness,
the recipiant or subrecipient must keep
records that establish "at risk of
homelessness" status of each individual
or family who receives Continuum of
Care homelessness prevention
assistance. Acceptable evidence is
found in 24 CFR 576.500(c).
(5) Records of reasonable belief of

imminent threat of harm. For each
program participant who moved to a
different Continuum of Care due to
imminent threat of further domestic
violence. dating violence, sexual
assault, or stalking UDder §578.51(c)(3),
each recipient or subrecipient of
assistance under this part must retain:

(i) Documentation of the original
incidence oC domestic violence, dating
violence, sexual assault, or stalking.
only if the original violence is not
already documented in the program
participant's case file. This may be
written observation of the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; medical or dental recoras;
court records or law enforcement
records; or written certification by the
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program participant to whom the
violence occurred or by the head of
household.
(ii) Documentation of the reasonable

belief of imminent threat of further
domestic violence, dating violence, or
sexual assault or stalking, which would
include threats from a third-party, such
as a friend or family member of the
perpetrator of the violence. This may be
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; current restraining order;
recent court order or other court
records; law enforcement report or
records; communication records from
the perpetrator of the violence or family
members or friends of the perpetrator of
the violence, including emails,
voicemails, text messages, and social
media posts; or a written certification by
the program participant to whom the
violence occurred or the head of
household. .

(6) Annual income. For each program
participant who receives housing
assistance where rent or an occupancy
charge is paid by the program
participant, the recipient or subrecipient
must keep the following documentation
of annual income:
(i) Income evaluation form specified

by HUDand completed by the recipient
or subrecipient; and
(ii) Source documents (e.g.,most

recent wage statement, unemployment
compensation statement, public benefits
statement, bank statement) for the assets
held by the program participant and
income received before the date of the
evaluation;
(iii) To the extent that source

documents are unobtainable, a written
statement by the relevant third party
(e.g.,employer, government benefits
administrator) or the written
certification by the recipient's or
subreciplent's intake staff of the oral
verification by the relevant third party
of the income the program participant
received over the most recent period; or
(iv) To the extent that source

documents and third-party verification
are unobtainable, the written
certification by the program participant
of the amount of income that the
program participant is reasonably
expected to receive over the 3-month
period following the evaluation.

(7) Program participant records. In
addition to evidence of "homeless"
status or "at-risk-of-homelessnees"
status, as applicable, the recipient or

subrecipient must keep records for each
program participant that document:
(i) The services and assistance

provided to that program participant,
including evidence that the recipient or
subrecipient has conducted an annual
assessment of services for those program
participants that remain in the program
for more than a year and adjusted the
service package accordingly, and
including case management services as
provided in §578.37(a)(1)(ii)(F); and
(U)Where applicable, compliance

with the termination of assistance
requirement in §676.91.

(6) Housing standards. The recipient
or subrecipient must retain
documentation of compliance with the
housing standards in §578.75(b),
including inspection reports.
(9) Services provided. The recipient or

subrecipient must document the types
of supportive services provided under
the recipient's program and the amounts
spent on those services. The recipient or
subrecipient must keep record that these
records were reviewed at least annually
and that the service package offered to
program participants was adjusted as
necessary.
(Hj) Match. The recipient must keep

records of the source and use of
contributions made to satisfy the match
requirement in §576.73. The records
must indicate the grant and fiscal year
for which each matching contribution is
counted. The records must show how
the value placed on third party in-kind
contributions was derived. To the extent
feasible, volunteer services must be
supported by the same methods that the
organization uses to support the
allocation of regular personnel costs.

(11) Conflicts of interest. The
recipient and itssubrecipients must
keep records to show compliance with
the orgariizational conflict-of-interest
requirements in §578.95(c), the
Continuum of Care board conflict-of-
interest requirements in §578.95(b), the
other conflict requirements in
§578.95(d), a copy of the personal
conflict-of-int!lI'flstpolicy developed
and implemented to comply with the
requirements in §578.95, and records
supporting exceptions to the personal
conflict-of-interest prohibitions.

(12) Homeless participation. The
recipient or subrecipient must
document its compliance with the
homeless participation requirements
under §578.75(g).

(13) Faith-based activities. The
recipient and its subrecipients must
document their compliance with the
faith-based activities requirements
under §576.87(b).
(14)Affirmatively Furthering Fair

Housing. Recipients and subrecipients

must maintain copies of their marketing.
outreach, and other materials used to
inform eligible persons of the program
to document compliance with the
requirements in §578.93(c).
(15) Other federal requirements. The

recipient and its subrecipients must
document their compliance with the
federal requirements in §578.99, as
applicable.

(16) Subrecipients and contractors. (i)
The recipient must retain copies of all
solicitations of and agreements with
subrecipients, records of all payment
requests by and dates of payments made
to subrecipients, and documentation of
all monitoring and sanctions of
subrecipients, as applicable.
(il) The recipient must retain

documentation of monitoring
subrecipients, including any monitoring
findings and corrective actions required.
(iii) The recipiant and its

subrecipients must retain copies of all
procurement contracts and
documentation of compliance with the
procurement requirements in 24 eFR
85.36 and 24 CFR part 84.

(17) Other records specified by HUD.
The recipient and subrecipients must
keep other records specified by HUD.

(1) Confidentiality. In addition to
meeting the specific confidentiality and
security requirements for HMIS data,
the recipient and its subrecipients must
develop and implement written
procedures to ensure:
(1) All records containing protected

identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance will be kept secure and
confidential;
(2) The address or location of any

family violence project assisted with
COntinuum of Care funds will not be
made public, except with written
authorization of the person responsible
for the operation of the project; and
(3) The address or location of any

housing of a program participant will
not be made public, except as provided
under a preexisting privacy policy of the
recipient or subrecipient and consistent
with State and local laws regarding
privacy and obligations of
confidentiality;
(c) Period of recoidtetention. All

records pertaining to Continuum of Care
funds must be retained for the greater of
5 years or the period specified below.
Copies made by microfilming,
photocopying, or similar methods may
be substituted for the original records.
(1) Documentation of each program

participant's qualification as a family or
individual at risk of homelessness or as
a homeless family or individual and
other program participant records must
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be retained for 5 years after the
expenditure of all funds from the grant
under which the program participant
was served; and

(2) Where Continuum of Care funds
are used for the acquisition, new
construction, or rehabilitation of a
project site, records must be retained
until 15 years after the date that the
project site is first occupied, or used, by
program participants.

(d) Access to records. (1) Federal
Government rights. Notwithstanding the
confidentiality procedures established
under paragraph (b) of this section,
HUD, the HUDOffice of the Inspector
General, and.the Comptroller General of
the United states, or any of their
authorized representatives, must have
the right of access to all books,
documents, papers, or other records of
the recipient and its subrecipients that
are pertinent to the Continuum of Care
grant, in order to make audits,
examinations, excerpts, and transcripts.
These rights of access are not limited to
the required retention period, but last as
long as the records are retained.

(2)Public rights. The recipient must
provide citizens, public agencies, and
other interested parties with reasonable
access to records regarding any uses of
Continuum of Care funds the recipient
received during the preceding 5 years,
consistent with State and local laws
regarding privacy and obligations of
confidentiality and confidentiality
requirements in this part.
(e)Reports. In addition to the

reporting requirements in 24 CFRparts
84 and 85, the recipient must collect
and report data on its use of Continuum
of Care funds in an Annual Performance
Report (APR),as well as in any
additional reports as and when required
by Hun. Projects receiving grant funds
only for acquisition, rehabilitation, or
new construction must submit APRs for
15 years from the date of initial
occupancy or the date of initial service
provision, unless HUD provides an
exception under §578.81(e).
§578.106 Grant and proJect changaB.

(a) For Unified Funding Agencies and
Continuums having only one recipient.
(1) The recipient may not make any
significant changes without prior HUD
approval, evidenced by a grant
amendment signed by HUD and the
recipient. Significant grant changes
include a change of recipient, a shift in
a single year of more than 10 percent of
the total amount awarded under the
grant for one approved eligible activity
category to another activity and a
permanent change in the subpopulation
served by anyone project funded under
the grant, as well as a permanent

proposed reduction in the total number
of units funded under the grant.
(2)Approval of substitution of the

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.

(b) For Continuums having more than
one recipient. (1)The recipients or
subrecipients may not make any
significant changes to a project without
prior HUD approval, evidenced by a
grant amendment signed by Hun and
the recipient. Significant changes
include a change of recipient, a change
of project site, additions or deletions in
the types of eligible activities approved
for a project, a shift of more than 10
percent from one approved eligible
activity to another, a reduction in the
number of units, and a change in the
subpopulation served.

(2) Approval of substitution of the
recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.

(c) Documentation of changes not
requiring a grant amendment. Any other
changes to an approved grant or project
must be fully documented in the
recipient's or subrecipient's records.

§578.107 Sanctions.
(a)Performance reviews. (1) HUD will

review the performance of each
recipient in carrying out its
responsibilities under this part, with or
without prior notice to the recipient. In
conducting performance reviews, HUD
will rely primarily on information
obtained from the records and reports
from the recipient and subrecipients, as
well as information from on-site
monitoring, audit reports. and
information generated from HUD~s
financial and reporting systems (e.g.,
Loces and e-snapsl and HMlS. Where
applicable, HUDmay also consider
relevant information pertaining to the
recipient's performance gained from

other sources, including citizen
comments, complaint determinations,
and litigation.

(2) ITHUD determines preliminarily
that the recipient or one of its
subrecipients has not complied with a
program requirement, Hun will give the
recipient notice of this determination
and an opportunity to demonstrate,
within the time prescribed by Hun and
on the basis of substantial facts and data
that the recipient has complied with the
requirements. HUD may change the
method of payment to require the
recipient to submit documentation
before payment and obtain HUD's prior
approval each time the recipient draws
down funds. To obtain prior approval,
the recipient may be required to
manually submit its payment requests
and supporting documentation to HUD
in order to show that the funds to be
drawn down will be expended on
eligible activities in accordance with all
program requirements.
(3) If the recipient fails to demonstrate

to HUD's satisfaction that the activities
were carried out in compliance with
program requirements, HUDmay take
one or more of the remedial actions or
sanctions specified in paragraph (b) of
this section.

(b) Remedial actions and sanctions.
Remedial actions and sanctions for a
failure to meet a program requirement
will be designed to prevent a
continuation of the deficiency; to
mitigate, to the extent possible, its
adverse effects or consequences; and to
prevent its recurrence.

(1) HUDmay instruct the recipient to
submit and comply with proposals for
action to correct, mitigate, and prevent
noncompliance with program
requirements, Includfng:
(i) Preparing and following a schedule

of actions for carrying out activities and
projects affected by the noncompliance,
including schedules, timetables, and
milestones necessary to implement the
affected activities and projects;
(ii) Establishing and Iollowing a

management plan that assigns
responsibilities for carrying out the
remedial actions;
(iii) Canceling or revising activities or

projects likely to be affected by the
noncompliance, before expending grant
funds for them;
(iv) Reprogramming grant funds that

have not yet been expended from
affected activities or projects to other
eligible activities or projects;
tv) Suspending disbursement of grant

funds for some or all activities or
projects;
(vi) Reducing or terminating the

remaining grant of a subrecipient and
either reallocating those funds to other
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subrecipients or returning funds to
HUD;and
(vii) Making matching contributions

before or as draws are made from the
recipient's grant.
(2)HUDmay change the method of

pa~ent to a reimbursement basis.
(3) HUDmay suspend payments to

the extent HUDdetermines necessary to
preclude the further expenditure of
funds for affected activities or projects.
(4) HUDmay continue the grant with

a substitute recipient of HUD's
choosing.
(5)HUDmay deny matching credit for

all or part of the cost of the affected
activities and require the recipient to
make further matching contributions to
make up for the contribution
determined to be ineligible.
(6)HUDmay require the recipient to

reimburse the recipient's line of credit
in an amount equal to the funds used for
the affected activities.
(7)HUDmay reduce or terminate the

remaining grant of a recipient.
(8)HUDmay condition a future grant.
(9) HUDmay take other remedies that

are legally available.
(e)Recipient sanctions. If the

recipient determines that a subrecipient
is not complying with a program
requirement or its subrecipient
agreement, the recipient must take one
of the actions listed in paragraphs (a)
and (b) of this section.
(d)Deobligation. HUDmay deobligate

funds for the following reasons:
(1) If the timeliness standards in

§578.85 are not met;
(2) If HUD determines that delays

completing construction activities for a
project will mean that the funds for

other funded activities cannot
reasonably be expected to be expended
for eligible costs during the remaining
term of the grant;
(3) If the actual total cost of

acquisition, rehabilitation, or new
construction for a project is less than the
total cost agreed to in the grant
agreement;
(4) If the actual annual leasing costs,

operating costs, supportive services
costs, rental assistance costs, or HMIS
costs are less than the total cost agreed
to in the grant agreement for a one-year
period;
(5) Program participants have not

moved into units within 3 months of the
time that the units are available for
occupancyjand
(6) The grant agreement may set forth

in detail other circumstances under
which funds may be deobligated and
other sanctions may be imposed.

§578.109 Closeout.
(a) In general. Grants will be closed

out in accordance with the requirements
of 24 CFR parts 84 and 85, and closeout
procedures established by HUD.
(b)Reports. Applicants must submit

all reports required by HUD no later
than 90 days from the date of the end
of the project's grant term.
(c)Closeout agreement. Any

obligations remaining as of the date of
the closeout must be covered by the
terms of a closeout agreement. The
agreement will be prepared by HUD in
consultation with the recipient. The
agreement must identify the grant being
closed out, and include provisions with
respect to the following:

(1) Identification of any closeout costs
or contingent liabilities subject to
payment with Continuum of Care
program funds after the closeout
agreement is signed;
(2) Identification of any unused grant

funds to be deobligated by HUD;
(3) Identification of any program

income on deposit in financial
institutions at the time the closeout
agreement is signed;
(4) Description of the recipient's

responsibility after closeout for:
(i) Compliance with all program

requirements in using program income
on deposit at the time the closeout
agreement is signed and in using any
other remaining Continuum of Care
program funds available for closeout
costs and contingent liabilities;
(ii) Use of real property assisted with

Continuum of Care program funds in
accordance with the terms of
commitment and principles;
(iii) Use of personal property

purchased with Continuum of Care
program funds; and
(iv) Compliance with requirements

governing program income received
subsequent to grant closeout.
(5) Other provisions appropriate to

any special circumstances of the grant
closeout, in modification of or in
addition to the obligations in paragraphs
(c)(1) through (4) ofthis section.
Dated: Juno 28, 2012.

Mark Johnston,
Assistant Secretary for Community Planning
and Development (Acting).
[FR Doc. 2012-17546 Filed 7-30-12; 8:45 am}
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AUTHIlN'TICATID9us. GOVERNMENT
NFORMAT!Or-;

GPO

PART200-UNIFORM ADMINISTRA-
TIVE REQUIREMENTS.COST PRIN-
CIPLES. AND AUDIT REQUIRE·
MENTSFORFEDERALAWARDS

Subpart A-Acronyms and
Definitions
AOR0111YMB

Sec.
200.0 Acron.YlIls.
200.1 Definitions.
200.2 ACQui:s1tioncost.
200.8 Advance payment.
200.~ Allocation.
200.6 Audit finding.
200.6 Auditee.
200.7 Auditor.
200.8 Budget.
200.9 Central service cost allocation plan.
200.10 Ca.talog of FederaJ Domestic A881sL-

ance (CFDA) number.
200.11 CFDAproet-am title.
200.12 Capital usets.
200.13 Capital expenditures.
200.14 Cla.1m.
200.15 Cl&&sof Federal awards.
200.16 Closeout.
200.17 Cluster of programs.
200.18 Cognlz&nt agency for audit.
200.19 Cognizant agency for Indirect costs.
2OOJIOComputing devioes.
200.21 Comp1ia.nceBupp1ement.
200.22 Contract.
200.23 Contractor.
200.24 Cooperative agreement.
200.25 Cooperative audit resolutton.
200.26 Corrective action.
lrlO.27 Coat allocation plan.
200.28 Cost objeotive.
200.28 Coat llbar1ng or matching.
lrlO.3DCrose-cuttlng audit finding.
200.31 (Reserved)
200.32 Data Universal Numbering System

(DUNS)number.
200.88 Equipment.
200.~ Expend1tUretl.
200.35 Federal agenoy.
200.36 Federal Audit Clea.r1nghouse (FAC).
200.37 Federal awarding agency.
200.38 Federal award.
200.39 Federal award date.
200.40 Federal flnanclallUl51stance.
200.41 Federal interest.
200.42 Federal program.
200.43 Federal share.
200.44 Final cost objective.
200.45 Fixed amount awards.
200.46 Foreign public entity.
200.47 Foreign organization.

200.48 General purpose eQuipment.
200.49 Generally Accepted Account1ng Prin-

ciples (GAAP).
200.50 Generally Accepted Government Au-

diting StaDdardB (GAGAS).
200.51 Grant agreement.
200.52 Hoepltal.
200.53 Improper payment.
200.54 Indian tribe (or "federally recognized

Indian tribe").
200.55 Institutions of HIll'her Education

(lHEIl).
200.66 Indirect (fac1l1tles &: adm1n1.etratlve

(F&A» coets.
200.57 Indirect cost rate propusal.
200.68 Information technology eyatBma.
200.69 Inta.n!rible property.
200.60 Intermediate coat object1ve.
200.61 Intemal controls.
200.62 Internal oontrol over compliance re-

Quirements for Federal awards.
200.63 Loan.
200.64 Low government.
200.65 Major proll'r&m.
200.66 Management decision.
200.67 Micro-purchase.
200.66 MotWled Total Direct Cost (MTDC).
200.69 Non-Federal entity.
200.70 Nonprofit organ1u.tion.
200.71 Obligations.
200.72 Office of Management and Budget
. (OMB).
200.73 Ovens1ght agency for audit.
200.74 PaB8-through entity.
200.75 Participant support costs.
200.76 Performance goal.
200.7'/ Period ot performance.
200.78 PeJ'IlOnalproperty.
200.79 Personally Identifiable Information

(pm.
200.80 Program Income.
200.81 Property.
200.82 Protected Plll'IIOnally Identll1able In-

format1on (Protected PU).
200.83 Project cost.
200.84 Questioned cost.
200.65 Real property.
200.86 Recipient.
200.87 Research and Development (R&D).
200.88 Simplified ACQuisitionthl'll6hold.
200.89 Special purpose equipment.
200.90 State.
200.91 Student Financial Aid (BFA).
200.92 Subaward.
200.93 Subreclplent.
200.94 Supplies.
200.95 Termination.
200.96 Third-party in-kind contrtbutions.
200.97 UnliQuidated obllgatlone.
200.96 Unoblill'ated balance.
200.99 Voluntary committed cost eha.r1ng.
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Subpart 8-General Prov\$lOn$

200.100 Purpose.
200.101 Applicab1l1ty.
200.102 Exceptions.
200.103 Autborlties.
200.104 Superaess1on.
200.105 Efrect on other iIIsuanCfls.
200.106 Agency implementation.
200.107 OMBreeponaib1l1ties.
200.108 Inquiries.
200.109 Review date.
200.110 Efrect1velapplicab1l1ty date.
200.111 Engliah lan~e.
200.112 Confi1ot of interest.
200.118 Ma.ndatory dillcloeures.

Subpart C--lr.Federal AWOId Require·
ments and Contenta of Federal Awards

200.200 Purpose.
200.201 Use of grant agreements (including

fixed amount awa.rds). cooperative agree-
ments, and contracta.

200.202 Requirement to provide public no-
tice of FederaJ flnanci&l aeeistance pro-
gr&Dls.

2OO.lI03 Notices of CUnd1ngopportunities.
200.204 FederaJ awarding agency review of

merit of proposa.ls.
2OO.!ni Federal awarding agency review or

risk posed by appl1oa.nta.
200.:106 St.a.ndard appllcat.ion requirements.
200.20'7 Bpec1f1cconditions.
200.208 Certifications and representations.
2OO.lI09 Pre-a.ward costs.
200.210 Informa.tion contained In a Federal

award.
200.211 Public 8.CCB88 to Federal award infor-

mation.
200.212 Suspension and deba.rment.

SUbpartD--Po5t Federal Awad
Requirements

STAJo.'DARDSFOR FINANCIAL AND PROOIlAM
MANAGEMBN'f

200.300 Statutory and national policy re-
qulrementa.

200.301 Performance measurement.
200.302 Financial management.
200.803 Internal controlS.
200.304 Bonds.
2OO.3Oli Payment.
200.306 Cost aba.rl.ngor matching.
200.30'1 Program lncome.
200.308 Revision of budget and progr&Dl

planll.
200.309 Period of performance.

PROPERTY STANDARDS

200.310 Insurance coverage.
200.311 Real property.
200.812 Federally-owned and exempt prop..

erty.
200.818 Equipment.

2 CFRCh. " (1-1-15 Edition)

200.314 Supplies.
200.315 Int.a.nglble property.
200.316 Property trust relationship.

PRocUJl.D(ll:NT STANDARDS

200.817 Procurementa by states.
200.316 General procurement standards.
200.819 Competition.
200.820 Metbods of procurement to be fol-

lowed.
2OO.ll2l CODtra.ct1ngwitb small aDdminority

buainesae8, women's bua1ne1l6enterprises,
and la.bor Burplu8 a.rea ftrms.

200.822 Procurement of recovered materials.
200.123 Contract coat and ]lI1ce.
200.324 Federal a.warding ageDCY or pus-

through entity rev1ew.
200.325 Bonding requirements.
200.826 Contract prov1ll1OD8.

PERI'ORMANCE AND FINANOIAL MONITORING
AJlD REPoRTING

200.82'1 FiDa.nci&lreport1ng.
200.328 Monitoring and reporting program

performance.
200.829 Reporting on rea.l property.

SUBRBCIPIENT MONlTORING AND MANAGEMENT

200.830 Subrecipient and oontractor deter-
mina.tions.

200.331 Requ1rernentB for pas&-tbrough entt-
ties.

200.832 Fixed amount BubawardB.

REOORDRETENTION AND ACCllSS

200.333 Retention requ1rementB for records.
200.834 Requesta for transfer of records.
200.335 Metbods for oollection. tra.nsm1eslon

and storage of information.
200.836 Access to records.
2OO.8S'I Restrictions on public aOCB88 to

records.

REMEDIES FOR NONCOMPLIANCE

200.838 Remedies for noncompliance.
200.839 TermlnatioD.
2OO.lKO Notlfica.tion of termination require-

ment.
200.341 Opportunities to object, heariDgB

and appeals.
200.342 Effects of lSuep&DIlionand termi-

nation.

CLoSEOUT

200.343 Closeout.

POST-CLOSEOUT ADJuSTMENTS AND
CoNTINUING REsPONBIBILITIBS

200.844 Post-closeout adjustmenta and con-
tinuing reBpona1b1l1ties.

COLLECTION OJ' AMOUNTS DuE

200.345 Collection of a.mounta due.
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OMI Guidance

SubpartE-cost PrInclpJea

GElIERALPJulV15JONS
200.400 Polioy IrU1de.
200.401 Appl1ca.tion.

BABIC CONSIDERATIONS

200.402 Compos1tion of costs.
200.403 Factors &Cfect1Dg allowab1lJty of

costs.
2OO.4Ot Reasonable coate.
200.405 Allocable costs.
200.406 Applie&ble credite.
200.40'1 Prior written approval (prior ap-

proval).
200.408 Lim1tatlOIl on &l1owance of costs.
200.409 Suec1&lcons1deratlons.
200.410 Collection of unallowable coste.
200.411 Adjustment of previously negotiated

inllli'ect (F&A) cost rates containJng un-
allowable costs.

DIRlWI' AND lJ\'DJRECT (F&A) COBTll
2OO.4ll C1&1ls1t1cat1onof coste.
200.413 Direct oosts.
200.414 Indirect (F&A) coats.
200.415 Required oertifica.tioDB.

SPECIAL CONSIDERATIONS FOR STATES,LOCAL
GoVBII.NKENTSAND I)IDIANTRIBEs

200.416 Cost allocation plans and indirect
cost proposalB.

200.417 Interag8llcy eervice.

SPECIALCONBIDERATIONS JI'O& INSTITUTIONS OF
B1GBlDt EDUCATION

200.418 Costs 1Dcurred by states and local
governments.

200.419 Cost acCOUIltlng 6tanda.rds and d16.
closure ata.tement.

GENKRALPROVlSIONB FOB SELECTBD l'rBMs OF
COST

200.420 COIllliderations for selected items of
cost.

200.421 Advertl8ing and pllblic relatione.
200.422 Adrnory councns.
200.423 Alcobolic beverages.
200.424 Al1lJJlD1laeaotivlties.
200.425 Audit ll8rv1oes.
200.426 Bad debts.
200.42'1 Bonding costs.
200.428 Collections of improper payments.
200.4211 Commencement and convocation

coste.
200.430 Compensation-personal services.
200.431 CompenB&tion-fiinge benafits.
200.432 Conferenoes.
200.433 Contingency provisione.
200.434 Contrlblltione and donations.
200.485 Defense and prosecution of crlm1na1

and civil prooeedlngs, c1a.1ms, appeals
and patent int'ringements.

200.436 Depreciation.
200.437 Employee bealtb and welfare costs.

PI. 200

200.438 Entertainment COBte.
200.439 Equipment and other ca.pita1 expend-

ltues.
axl.440 Exchange rates.
200.441 Fines, penalties, dlUnages and other

Ilettlements.
200.442 Fund raJsing and investment man-

agement costs.
200.448 GaJns and 10000son disposition of de-

preciable &Il8ets.
200.444 General oosts of government.
axl.445 Goods or service.!l for personal U8e.
axl.44ll Idle fac1lJt1es and idle capaoity.
axl.447 Insurance and 1ndemnification.
200.448 Intellect1l&l property.
200.449 Interest.
20U60 Lobbying.
200.451 LOllIIellon other awards or contracta,
200.452 Malntenance and repair costs.
axl.45S Mater1alB and supplies coste, Includ-

ing coBtBof computing devices.
200.454 Membershipe, subscriptions, and pro-

fess10nal activity costa.
200.465 Ol'll'B.Ilizationcosts.
200.456 Partiolpant 8Upport coste.
200.457 Plant and security COBte.
2OO.~ Pre-award coete.
200.469 ProfeBS1onallMlrvlce coste.
200.460 Proposal coste.
200.481 Publ1ca.tioD and printing coate.
200.482 Rearrangement and reconversion

costs.
200.463 Recruiting coste.
200.484 Relocation ooste of employees.
200.465 Rental coete of real property and

equipment.
axl.486 Scholarshlpe a.nd student aid costs.
axl.487 Sa1l1ng and marketing ooste.
200.488 Spec1alized ll8I'Vicetac1lJtiee.
200.469 StllcSent activ1ty ocste.
:allO.470 Taxes (incllldlng Value Added Tax).
200.471 TerrnlnatioD coets.
:allO.472 Tra.1n1ngand education C08te.
200.473 Transportation costs.
axl.474 Travel costa.
axl.476 Trustees.

Subpart F-AudIt Requirements

GENKIlAL
200.500 Purpose.

AUDITS
200.501 Audit requirements.
200.602 Basis for determining Federal

awards expended.
axl.50S Relation to other audit require-

ments.
200.&04 Frequency of audits.
200.505 SanctioDB.
200.505 Audit costs.
200.507 Program·specific audits.

AUDITEEl!

200.608 Auditee r88pol181bll1t1es.
200.509 Audt tor selection.
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§200.0

200.610 F1nanc!al statements.
200.511 Audit tiDdJngB follow-up.
200.512 Report 8ubmlll8lon.

FEDDAL AGENOIEB

200.513 Responsibilities.

AUDITORS

200.614 Scope of audit.
200.615 Audit reporting.
200.616 Audlt f1nd1np.
200.517 Audlt documentatfon.
200.618 Major program determtnatron.
200.519 Crlteria for Federal program risk.
200.520 Crlterla for a low-rl6k audltee.

MANAGEMENTDECISIONS

200.621 Management deciBlon.
APPENDIX I TO PART ~FULL TExT OF No-

TICE OF FUNDING OPPORTUNITY
APPENDIX n TO PART ~NTRACT PROVI-

SIONS FOR NON-FEDERAL ENTITY CON-
TRACTS UNDER FEDDAL Aw.ARD8

APPENDIX m TO PART ~JNDmEoT (F&A)
COSTS IDENTIFIOATION AND ASBIGmo:NT,
AND RATB DETZRMlNATION FOR lN8TlTU-
TlONS OF HIGHER EDUOATION(IHES)

APPENDIX IV TO PART 2OO----DlDIRJWI'(F&A)
COSTS ID~CATION AIm ASSIGJOO:NT,
AND RATE DlmmMINA'l'JON FOR NONPROFIT
ORGANIZATIONS

APPENDIX V TO PART ~ STATB/LOCAL GoV-
ER.NJoOilNTWlJlECD."TRAL SERVICE COST AL-
LOCATIONPLANS

APPRNDIX VI TO PART 200-PUBLIC A5BIBT-
.\NeE COST .ALLocATION PLANs

APPENDIX vn TO PART 22O-STATES AND
LocAL GoVBRNMENT AND INDIAN TRIBE IN-
DIRECT COST PRoPOSALS

APPENDIX vm TO PART 200-NONPROFlT OR-
GANILATIONS ExlUCPTED FRoN SUBPART
E-CosT PllJNOJl'LES OF PART 200

APPENDIX IX TO PAR'!' ~B-,-HOBl'JTAL OoBT
PRINCIPLES

APPENDIX X TO PART 200-DATA COLLBOTION
FORM (FORM SF-SAC)

APPENDIX Xl TO PART 200-00MPLIANCE SL'J'-
PLEMENT

AUTHORITY: 31 U.S.C. 500

SoURCE: 78 FR 78608, Dec. 26. ~13, unless
otberw1Se noted.

Subpart A-Acronyms and
Definitions
ACRONYMS

§ 200.0 Acronyms.

ACRONYM TERM

CAS Cost Accounting Standards
CFDA Catalog of Federal Domest1c
Assistance

2 cn Ch. II (1-1-15 Ectitlon)

CFR Codeof Federal Begulatdons
CMIA Cash Ma.na.gement Improve-
mentAct

COG Councils OfGovernments
COSO Committee of Sponsoring Orga-
nizations of the Treadway Commis-
sion

EFA Environmental Protection Agen
cy

ERISA Employee Retirement Income
Security Act of 1974(29 U.S.C. 1301-
1461)

EUI Energy Usage Index
F&A Fac111tiesand Administration
FAC Federal Audit Clearinghouse
FAIN Federal Award Identification
Number

FAPIIS Federal Awardee Perform-
ance and Integrity Information Sys-
tem

FAR Federal Acquisition Regulation
FFATA Federal Funding Account-
ab1l1ty and Transparency Act of 2006
or Transparency Act-Public Law
109-282,as amended by section 6202(a)
of Public Law 11~252 (31U.S.C. 6101)

FICA Federal Insurance Contribu-
tions Act

FOIA Freedom of Information Act
FR Federal Register
FI'E Full-time equivalent
GAAF Generally Accepted Account-
ing Princ1ples

GAGAS Generally Accepted Govern-
ment Auditing StandardB

GAO Government Accountability Of-
fice

GOCO Government owned, contractor
operated

GSA General Services Administration
IBS Institutional Base Salary
mE Institut10ns of Higher Education
mc Internal Revenue Code
ISDEAA Indian Self-Determination
and Education and Assistance Act

MTC Mod1fiedTotal Cost
MTDC Modified Total Direct Cost
OMB Office of Management and Budg-
et

PII Personally Identifiable Informa-
tion

PMS Fayment Ma.na.gementSystem
PRHP Post-retirement Health Plans
PTE Paes-through Entity
REUI Relative Energy Usage Index
SAM System for Award Management
SFA Student Financial Aid
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OMB Guidance

SNAP Supplemental Nutrition Assist-
ance Program

SPOC SiDg'lePoint of Contact
TANF Temporary Assistance for
Needy Fam1l1es

TFM Treasury Financial Ma.nual
U.S.C. United States Code
VAT Value Added Tax
[78 FR 78608, Dec. 26, 2013, a.s amended at 79
FR 75880, Dec.19, 2014]

1200.1 DefinitiOD8.
These are the definitions for terms

used in this part. Different definitions
may be found In Federal statutes or
regulations that apply more specifi-
cally to particular programs or activi-
ties. These definitions could be supple-
mented by additional instructional in-
formation provided in governmentwide
standard information collections.

t 200.2 AcquiBition cost.
Acquisition cost means the cost of the

asset including the cost to ready the
asset for its intended use. Acquisition
cost for equipment, for example, means
the net invoice price of the equipment,
including the cost of any modifica-
tions, attachments, accessories, or aux-
iliary apparatus necessary to make it
usable for the purpose for which it is
acquired. Acquisition coste for soft-
ware includes those development costs
capitalized in accordance with gen-
erally accepted a.ccounting principles
(GAAP). Ancillary chargee. such as
taxes. duty. proteotdve in transit insur-
ance. fi'eight, and installation may be
included in or excluded fi'om the acqui-
sition cost in accordance with the non-
Federal entity's regular accounting
practices.

§200.a Advance payment.
Advance payment means a payment

that a Federal awarding agency or
pasl!-through entity makes by any ap-
propriate payment mechanism. includ-
ing a predetermined payment schedule,
before the non-Federal entity disburses
the funds for program purposes.

§ 200.4 Allocation.
Allocation means the process of as-

Signing a cost, or a group of costs, to
one or more cost objective(s). in rea-
sonable proportion to the benefit pro-

§2OO.9

vided or other equitable relationship.
The process may entail assignlng a
cost(s) directly to a final cost objective
or through one or more intermediate
cost objectives.

§200.6 Audit fiDdine.
Audtt fInding means deficiencies

which the auditor is required by
1200.516Audit findings. pa.ra.graph (a)
to report in the schedule of findings
and questioned costs.

§200.6 Auditee.
Auditee means any non-Federal enti-

ty that expends Federal awards which
must be audited under Subpart F-
Audit Requirements of this part.

Uoo.7 Auditor.
Auditor means an auditor who is a

public accountant or a Federal, state,
local government. or Indian tribe audit
organu.ation. which meets the general
standards specified for external audt-
tors 1n generally accepted government
auditing standards (GAGAS). The term
auditor does not include internal audi-
tors of nonprofit organizations.
[79 FR 76880, Dec.19, 2014]

§ JOO.8 Budget.
Budget means the finanoial plan for

the projeot or program that the Fed-
era.1 awarding agency or pass-through
entity approves during the Federal
award process or in eubsequent amend-
ments to the Federal award. It may in-
clude the Federal and non-Federal
share or only the Federal share, as de-
termined by the Federal awarding
agency or pass-through entity.

§200.9 Central service coet allocation
plan.

Central service cost allocation plan
means the documentat1on identifying,
accumulating, and allocating or devel-
oping billing rates based on the allow-
able costs of services provided by a
state, local government. or India.n tribe
on a centralized basis to its depart-
ments and agenoies. The costs of these
serv1ces may be allocated or billed to
users.
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1200.10

§200.10 Catalol of Federal Domestic
A88istance (CFDA)number.

CFDA number means the number as-
signed to a Federal program in the
CFDA.

1200.11 CFDAprop-am title.
CFDA program title means the title of

the program under which the Federal
award wa.sfunded In the CFDA.

§200.12 Capital aneta.

Capital assets means ta.ng1ble or 1n-
tangible assets used in operations hav-
Ing a useful Hfe of more than one year
which are capitalized in accordance
with GAAP. Capital aasete inolude:

(a) Land, buildings (facilities). equij»
ment, and intelleotual property (in-
cluding software) whether acquired by
purchase, construction. manufacture,
lease-purchase, exchange, or through
capital leases; and

(b) Additions, improvements, modi-
fioations. replacements, rearrange-
ments, reinstallations, renovations or
alterations to capital assets that mate-
r1ally increase their value or useful life
(not ordinary repairs and mainte-
nance).

§ 200.13 Capital expendi1ures.
Capital expenditures means expendi-

tures to aeautre capital assets or ex-
penditures to make additions, 1mprove-
mente, modifica.tions, replaoements,
rearrangements, reinstallations, ren-
ovations, or a.lterations to capital ae-
sets tha.t mater1ally increase their
value or usefull1fe.

§ 200.14 Claim.
Claim means, depending on the con-

text. either:
(a) A written demand or written as-

sertion by one of the parties to a Fed-
eral award seeking as a matter of
right:

(1) The payment of money In a sum
certain;

(2) The adjustment or interpretation
of the terms and condit10ns of the Fed-
eral award; or

(3)Other relief arising under or relat-
ing to a Federal award.

(b) A request for payment that Is not
in dispute when submitted.

2 CFR Ch. II (1-1-15 EdHlon)

t 200.16 CllUI8of Federal awardtl.
Class of Federal awards means a group

of Federal awards either awarded under
a specifiC program or group of pro-
grams or to a specifiC type of non-Fed-
eral entity or group of non-Federal en-
tities to which specific provisions or
exceptions may a.pply.

§200.16 Closeout.
Closeout means the process by which

the Federa.l a.wardlng agency or paas-
through entity determines that all air
pl1cable a.dm1nistrative actions and a.11
required work of the Federal award
have been oompleted aDd takes actions
as described in §200.848 Closeout.

§200.17 Cluster of programs.
Cluster of programs means a grouping

of closely related programs that share
common complfanoe requirements. The
types of clusters of programs are re-
searoh and development (R&D),student
f1na.nc1a.1aid (SFA), a.nd other clusters.
"Other clusters" are as defined by OMB
in the compliance supplement or as
designated by a state for Federal
a.wards the state provides to its sub-
rectpients that meet the definition of a
cluster of programs. When designating
an "other cluster," a state must iden-
tify the Federal awards Included in the
cluster aDd advise the subrecipients of
compliance requirements appUcable to
the cluster, consistent with 1200.381
Requirements for pass-through enti-
tles, paragraph (a). A. cluster of pro-
grams must be considered as one pro-
gram for determining maior programs,
lUI described in §200.518 Major program
determination, and, with the exception
of R&D as described in 1200.501 Audit
requirements, paragraph (0), whether a
program-speolfic audit may be elected.

§200.18 Cognizant agency for audit.
Cognl2ant agencJI JOT audit means the

Federal agenoy designated to carry out
the responsibilities described In
§200.513 Respons1b1l1t1es,paragraph (a.).
The cognizant agency for audit is not
necessa.rlly 'the same as the cognizant
agency Cor indirect costs. A list of cog-
nizant agencies for a.udit may be found
at the FACWebsite.
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§100.19 Cognizant agency for indirect
com.

Cognizant agency for indirect costs
means tbe Federal agency responsible
for reviewing, negotiating, and approv-
ing cost allocation plans or ind1rect
cost proposals developed under this
part, on behAlf of all Federal agencies.
The cognizant agency for ind1rect cost
is not necessarily the same as the cog-
nizant agency for audit. For assign-
ments of cognizant agencies see the
following:
(a) For IREs: Appendix m to Part

200-Indirect (FkA) coste Identifica-
tion and Assignment, and Rate Deter-
mination for Institutions of Higher
Education (IHEs), paragrapb C.ll.
(b) For nonprofit organizations: Ap-

pendix IV to Part 200-Ind1rect (FkA)
Costs Identification and Assignment,
and Rate Determination for Nonprofit
Organizations, pa.ra.grapbC.12.
(c) For state and local governments:

Appendix V to Part 200-State/Local
Governmentwide Central Service Cost
Allocation Plans, paragrapb F.1.
(d) For Indian tribes; Appendix VII to

Part 200-States and Local Govern-
ment and Indian Tribe Indirect Cost
Proposal, paragraph 0.1.
[?8 FR ?8600,Dec. 26, 2013, as amended at 79
FR 75880,Dec. 19. 2014]

1200.JO Computmg devices.
Computing devices means machines

used to acquire, store, analyze, process,
and publish data and other information
electronically, including acoessortes
(or "peripherals") for printing, trans-
mitting and receiving, or storing elec-
tronic information. See also 1§200.94
Supplies and 200.68 Information tech-
nology systems.

§90..21 Compliance supplement.
Compliance supplement means Appen-

dix XI to Part 2OO---ComplianceSupple-
ment (previously known '&.8 the Cir-
cular A-133Compliance Supplement).

t 200.22 Contract.
Contract means a legal instrument by

which a non-Federal entity purchases
property or services needed to carry
out the project or program under a
Federal award. The term as used in
this part does not include a legal in-

5200.25

strument, even if the non-Federal enti-
ty considers it a contract, when the
substance of the transaction meets the
definition of a Federal award or
subaward (see §200.92Subaward).

t 200.23 Contractor.
Contractor means an entity that re-

ceives a contract as defined in §200.22
Contract.

.200.24 Cooperative agreement.
Cooperative agreement means a legal

instrument of finaDcial assistance be-
tween & Federal awarding agency or
pass-through entity and a non-Federal
entity tha.t, consistent with 31 U.S.C,
6302-6305;
(a) Is used to enter into a relation-

ship the principal purpose of which is
to transfer anything of value from the
Federal awarding a.gency or pass-
through entity to the non-Federal enti-
ty to carry out a public purpose au-
thorized by a law of the United States
(see 31 U.S.C. 6101(3»; and not to ac-
quire property or services for the Fed-
eral Government or pass-through enti-
ty'S direct benefit or use;
(b) Is distinguished from a grant in

that it provides for substantial involve-
ment between the Federal awarding
agency or pass-through entity and the
non-Federal entity in carrying out the
activity oontemplated by the Federal
award.
(c) The term does not include:
(1) A cooperative research and devel-

opment agreement as defined in If)
U.S.C. 37108;or
(2) An agreement that provides only:
(i) Direct United States Government

cash assistance to an ind1vidual;
(ii) A subsidy;
(iii) A loan;
(iv) A loan guarantee; or
(v) Insurance.

§200.25 Cooperative audit resolution.
Cooperative audit resolutio71 meane the

use of audit follow-up techniques which
promote prompt corrective action by
improving communication, fostering
collaboration, promoting trust, and de-
veloping an understanding between the
Federal agency and the non-Federal en-
tity. This approach is based upon:
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(a) A strong commitment by Federal
agency and non-Federal entity leader-
ship to program integrity;
(b) Federa.l agencies strengthening

partnerships and working ooopera-
tively with non-Federal entities and
their auditors; and non-Federal enti-
ties and their auditore working coop-
eratively with Federal agencies;
(c) A focus on ourrent conditions and

corrective action going forward;
(d) Federal agencies offerine' appro-

priate relief for past nonoompliance
when audits show prompt corrective
action has occurred; and
(e) Federal agency leadership eending

a clear message that continued failure
to correct conditions identified by au-
dits which are l1kely to cause improper
payments, fraud, waste, or abuse is un-
acceptable and will result in sanctions.

A200.26 Corrective action.
Corrective action means action taken

by the auditee that:
(a) Corrects ident1f1eddeficiencies;
(b) Produces recommended improve-

ments; or
(c) Demonstrates that audit findings

are either invalid or do not warrant
auditee action.

§200.27 Coat allocation plan.
Cost allocation plan means central

service cost allocation plan or public
aseistance cost allocation plan.

A200.28 Cost objective.
Cost objective means a program, func-

tion, activity, award, organizational
subdiviston, contract, or work unit for
which cost data are desired and for
which provision is made to accumulate
and measure the cost of processes,
products, jobs, capital projecte, etc. A
cost objective may be a major function
of the non-Federal entity, a particular
service or project, a Federal award, or
an indirect (Fac1l1ties & Administra-
tive (F&A» cost activity, as descrfbed
In Subpart E-Coet Principles of this
Part. See also H200.44 Final cost objec-
tive and 200.60 Intermediate cost objeo-
tive.

§ JOO.~9 Cost .hariDg or matchiDg.
Cost sharing OT matching means the

portion of project coste not paid by
Federal funds (unless otherwise author-

2 CFR Ch. II (1-1-15 Edition)

ized by Federal statute). Bee also
1200.306 Cost sharing or matching.

§200.30 Cro88-cuttmg audit liDding.
Cross-cutting auaU findIng means an

audit f'lndlng where the same under-
lYing condition or issue affecte Federal
awa.rd8 of more than one Federal
awarding agency or pass-through enti-
ty.

1200.31 Disallowed coeta.
Disallowed costs means thoee charges

to a Federal award that the Federal
awarding ag'ency or pa.ss-thi'ough anti-
ty determines to be unallowable, in ac-
cordance with the applicable Federal
statutes, regulations, or the terms and
conditions of the Federal award.

§200.32 [Reeerved]

§200.33 Equipment.
Equipment means tangible personal

property (including information tecb-
nology systems) having a useful life of
more than one year and a per-unit ac-
quisition cost which equals or exceeds
the Iesser of the capitalization level es-
tablished by the non-Federal entity for
financial statement purposes, or $5,000.
See also H200.12 Capital assets, 200.20
Computing devices, 200.48 General pur-
pose equipment, 200.58 Information
technology systems, 200.89 SpeCial pur-
pose equipment. and 200.94 Supplies.

§ZOOM EJqHlDdituree.
ExpenaitUTeS means charges ma.de by

a. non-Federal entity to a project or
program for which a Federal award was
received.
(a) The charges may be reported on a

ca.sh or accrual basis, as long as the
methodology is diecloBed and ie con-
sistently applied.
(b) For reports prepared on a cash

basis, expendituree are the sum of:
(1) Cash dieburBemente for direct

charges for property and services;
(2) The amount of indirect expense

charged;
(3) The value of third-party in-kind

contributions applied; and
(4) The amount of cash advance pay-

ments and payments made to sub-
recipients.
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(c) For reports prepared on an ac-
crual basis, expenditures a.re the sum
of:

(1) Ca.sh disbursements Cor direct
charges for property and services;

(2) The amount of indirect expense
incurred;

(3) The value of third-party in-kind
contributions applied; a.nd

(4) The net increase or decrease in
the amounts owed by the non-Federal
entity for:

(i) Goods and other property re-
ceived;

(li) Services performed by employees,
contractors. subrecipients. and other
payees; and

(iii) Programs for which no current
services or performance are required
such as a.nnuities, insurance claims. or
other benefit payments.

0200.35 Federal agency.
Federal agency means an "agency" as

defined at 5 U.S.C. 551(1) and further
clarified by 5 U.S.C. 552(f).

§ !OO.36 Federal Audit Clearinehoue
(FAC).

FAC means the clearinghouse des-
ignated by OMB &6 the repository of
record where non-Federal entities are
required to transmit the reporting
packages required by Subpart F-Audit
Requirements of this part. The mailing
a.ddress of the FAC is Federal Audit
C1ea.ringhouse. Bureau of the Census.
1201 E. 10th Street, Jeffersonville, IN
47132a.nd the web address is: http://har-
ve&ter.cen81U.gov/sacl. Any future up-
dates to the location or the FAC may
be found at the OMBWeb site.

§200.37 Federal awarding ageney.
Federal awarding agenC1/ means the

Federal agency that provides a Federal
award directly to a non-Federal entity.

§200.38 Federal award.
Federal award has the meaning, de-

pending on the context, in either para-
graph (a) or (b) of this section:

(a)(l) The Federal financial assist-
ance that a non-Federal entity receives
directly from a Federal awarding agen-
cy or indirectly from a pass-through
entity, as described in §200.101Applica-
bility; or

§200.4O

(2) The cost-reimbursement contract
under the Federal Acquisition Regula-
tions that a non-Federal entity re-
ceives directly from a Federal awa.rd-
ing agency or indirectly from a pass-
through entity, as described in §200.101
Applicability.

(b) The instrument eetting forth the
terms and conditions. The instrument
is the grant a.greement, coopera.tive
agreement, other agreement for as8iBt-
ance covered in paragraph (b) of §200.!IO
Federal financial a.ssistance. or the
cost-reimbursement contract awarded
under the Federal Acquisition Regula-
tions.

(c) Federal award does not include
other contracts that a Federal agency
uses to buy goods or services from a
contractor or a contra.ct to operate
Federal Government owned. contractor
operated facilities (GOC08).

(d) See also definitions of Federa.l fi-
nancial aasistance, grant agreement,
and cooperative agreement.

§ ZOO.39Federal award date.
Federal award clate means the date

when the Federal award is signed by
the authorized official of the Federal
awa.rdlng agency.

§200.40 Federal financial aBBiJltanee.
(a) For grants and cooperative agree-

ments. Federal financial assistance
means assistance that non-Federal en-
tities receive or administer in the Corm
of:
(1) Grants;
(2) Cooperative agreements;
(8) NOn-c&l!hcontributions or dona-

tions or property (including donated
surplus property);

(4) Direct appropriations;
(5) Food commodities; and
(6) Other fma.ncial assistance (except

a.ssistance listed in paragraph (b) of
this section).

(b) For Subpart F-Audit Require-
ments of this part, Federal financial as-
sistance also includes assistance that
non-Federal entities receive or admin-
ister in the form of:

(1)Loans;
(2)Loan Guarantees;
(3) Interest subsidies; and
(4) Insurance.
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(c) Federal financial assistance does
not include amounts received as reim-
borsement for services rendered to in-
dividuals IUl described in §200.502 Basis
for determining Federal awards ex-
pended, paragraph (h) and (i) of this
part.

1200.41 Federal interest.
Federal interest means, for purposes of

§200.329 Reporting on real property or
when used in connection with the ac-
quisition or improvement of real prop-
erty, equipment, or supplies under a
Federal award, the dollar amount that
is the product of the:
(a) Federal share of total project

costs; and
(b) Current fair market value of the

property. improvements, or both, to
the extent the costs of acquiring or im-
proving the property were included as
project costs.

t 200.42 Federal program.
Federal program means:
(a) All Federal awards which are as-

signed a single number in the CFDA.
(b) When no CFDA number 1s as-

Signed, all Federal awards to non-Fed-
eral entlties from the same agency
made for the same purpose must be
combined and considered one program.
(c) Notwithstanding paragraphs (a)

and (b) of this def1n1tion, a cluster of
programs. The types of clusters of pro-
grams are:
(1) Research and development (R&D);
(2) Student ftnancial aid (SFA); and
(3) "Other clusters," as descrtbed in

the definition of Cluster of Programs.
[78 FR 78608,Dec. 26, 2018, a8 amended at 711
FR 75880,Dec. 19, 2014]

§ 200.48 Federal .har&
Federal share means the portion of

the total project costs that are paid by
Federal funds.

§200.44 Final COBt objective.
Final cost objective means a cost ob-

jective which has allocated to it both
direot and indirect costs and, in tbe
non-Federal entity's accumula.tion sys-
tem, is one of the ftnal accumulatIon
points, such as a particular award, in-
ternal projeot, or other direct activity
of a non-Federal entity. See also

2 CFRCh. II (1-1-15 Edition)

§§200.28 Cost objective and 200.60 Inter-
mediate cost objective.

§200.46 Fixed amount awards.
Fixed amount awards means a type of

grant agreement under which the Fed-
eral awarding agency or pa.ss-through
entity provides a specifiC level of sup-
port without regard to actual costs In-
curred under the Federal award. This
type of Federal awa.rd reduces some of
the administrative burden and record-
keeping requirements for both the non-
Federal entity and Federal awarding
agency or paes-tbrougb entity. Ac-
countab1lity is based prtmarily on per-
formance and results. See §§200.201 Use
of grant agreements (including fixed
amount awards), cooperative agree-
ments, and contracts, paragraph (b)
and 200.832 Fixed amount subawards.

§200.46 Foreign public: entity.
Foreign public entity means:
(a) A foreign government or foreign

governmental entity;
(b) A public international organiza-

tion, which is an organization entitled
to enjoy privilegeB, exemptions, and
immunities as an international organi-
zation under the International Organi-
zations Immunities Act (22 U.S.C. 288-
2880; .
(c) An entity owned (in whole or in

part) or controlled by a foreign govern-
ment; or
(d) Any other entity conBieting whol-

ly or partially of one or more foreign
governments or foreign governmental
entities.

1200.47 Foreitrn organisation.
FOTeign organization means an entity

that is:
(a) A public or private organization

located in a oountrY other tban the
United States and its terrttories that is
subject to the laws of the country in
which it is located, irrespective of the
Citizenship of project staff or place of
performance;
(b) A private nongovernmental orga-

nization located in a country other
than the United States that solicits
and receives cash contrtbutions from
the general public;
(c) A cha.ritable organization located

in a country other than the United
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States that Is nonprofit and tax ex-
empt under the laws of its country of
domicile and operation, and is not a
IlDiversity, college, accredited degree-
granting institution of education, pri-
vate foundation. hospital. organization
engaged exclusively in resea.rcb or sci-
entific activities, church. synagogue.
mosque or other similar entities orga-
nized primarily for religious purposes;
or
(d) An organization located in a

country other than the United States
not recognized as a Foreign Public En-
tity.
[7B FR 78608,Dec. 26, 2013, a.s ameDded a.t 79
FR 76880, Dec. 19, 2014]

§201).48 General purpose equipment.
General purpose equipment means

equipment which Is not limited to re-
search, medical, scientific or other
tech.n1cal activities. Examples include
office equipment and furn1sb1ngs. mod-
ular offices, telephone networks. infor-
matton technology equipment and sys-
tems, air conditioning equipment, re-
production and printing equipment,
and motor vehicles. See also Equip-
ment and Special Purpose Equipment.

i2OC).49 Generally Accepted Account·
ing PriDclples (GAAPj,

GAAP bas the meaning speCified in
accounting standa.rds issued by the
Government Accounting Standards
Board (GASB) and the Financial Ac-
counting Standards Board (FASB).

§200.60 Generally Accepted Govern·
ment Auditin. Standards (GAGAS).

GAGAS, also known as the Yellow
BOOk,means generally accepted gov-
ernment auditing standards Issued by
the Comptroller General of the United
States, which are applicable to finan-
cia.l audits.

[78 FR 78608,Dec. 26, 2018, as amended at 79
FR 75880,Dec. 19,2014)

f 200.61 Grant agreement.
Grant agreement means a legal instru-

ment of financial assistance between a
Federal awarding agency or pass-
through entity and a non-Federal enti-
ty that. consistent with 31 U.S.C. 6302,
6304:

5200.54

(a) Is used to enter into a relation-
ship the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to carry out a public purpose au-
thorized by a law of the United States
(see 81 U.S.C. 6101(3»;and not to ac-
quire property or services for the Fed-
eral awarding agency or pass-through
entity's direct benefit or use;
(b) Is distinguished from a coopers-

tive a.greement in that it does not pro-
vide for substantial involvement be-
tween the Federal awarding agency or
pass-through entity and the non-Fed-
eral entity in carrying out the activity
contemplated by the Federal award.
(c) Does not include an agreement

that provides only:
(1) Direct United States Government

cash assistance to an individual;
(2) A Ilubsidy;
(3) A loan;
(4) A loan guarantee; or
(5) Insurance.

§200,62 Hospital.
Hospital means a fac1l1ty licensed as

a hospital under the law of any state or
a fac1l1ty operated &5 a hOBpitalby the
United States, a state, or a subdivision
of a state.

1200.&3 Improper pa)'Dlent.
(a) Improper payment means any pay-

ment that should not have been made
or that was made in an incorrect
amount (including overpayments and
underpayments) under statutory, con-
tractual. administrative, or other le-
gally applicable requirements; and
(b) Improper payment includes any

payment to an ineligible party, any
payment for an ineligible good or serv-
Ice. any duplicate payment, any pay-
ment for a good or service not received
(except for such payments where au-
thorized by law), any payment that
does not account for credit for applica-
ble discounts, and any payment where
Insu1l'icient or lack of documentation
prevents a reviewer from discerning
whether a payment was proper.

§200.54 Indian tribe (or "federally rec·
ognized Indian tribe").

Indian tribe means any Indian tribe,
band, nation, or other organized group
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§200.55

or community, including any Alaska
Native village or regional or village
corporation as defined in or establil3bed
pursuant to the Alaska Native Claims
BettIemElnt Act (48 U.S.C. Chapter 88),
which ts recognized 8.S elig1ble for the
special programs and services provided
by the United States to Indians be-
cause of their status as Indians (25
U.S.C. 450b(e». See annually publll3bed
Bureau of Indian AIfa1rs l1at or Indian
Entities Recognized and Eligible to Re-
oeive Services.

§200.55 Institutions of B.igbm- Edu·
cation (IllEs).

iHE Is defined at 20 U.S.C. 1001.

§200.56 Indirect (facilities Ii: admini8·
tzoanve(FleA» co&tll.

indirect (F&A) costsmeans those costs
incurred for a common or joint purpose
benefitting more than one cost objec-
tive, and not readily assignable to the
cost objectives specifically benefitted,
without effort disproportionate to the
results achieved. To facilitate equi-
table distribution of indirect expenses
to the cost objectives served, It may be
necessary to establil3b a number of
pools of indirect (F&A) coste. Indirect
(F&A) cost pools must be distributed to
benefitted cost objectives on bases that
will produoe an equitable result in con-
sideration of relative benefits derived.
[78 FR 78008. Dec. 26, 2013, &8 amendedat 79
FR 76880, Dec. 19, 2014)

§ 200.57 Indirect cost rate proposal.
indirect cost rate proposal means the

documentation prepared by a non-Fed-
eral entity to substantiate its request
for the estabUshment of an indirect
COBtrate as described in Appendix ill
to Part ~Indlrect (F&A) Costs Iden-
tification and Assignment, and Rate
Determination for Institutions of High-
er Education (IHEs) through Appendix
VII to Part ~States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals of this part, and Appendix IX
to Part 200-Hospital Cost Principles.
['78 FR 78608. Dec. 26, 2013, a" amendedat 79
FR 75880, Dec. 19, 2014]

2 CFRCh. II (1-1-15 EdiHon)

§200.58 Information technology sy&'
tema.

Information technology If1Istemsmeans
computing devices, ancillary equip-
ment, software, firmware, and similar
procedures, services (including support
services), and related resources. See
also §§200.20 Computing devices and
200.83Equipment.

§200.69 Intangible property.
Intangible property means property

having no physical existence, such as
trademarks, copyrights, patents and
patent applfcatfons and property, such
as loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
ship (whether the property Is tangible
or intangible).

§200.80 Intermediate co.t objective.
Intermediate cost objective means a

cost objective that is used to accumu-
late indirect costs or service center
costs that are subsequently allocated
to one or more indirect cost pools or
final cost objectives. See also 1200.28
Cost objective and §200.44Final cost
objective.

§ 200.61 Internal controla.
internal cmtrols means a process, im-

plemented by a non-Federal entIty. de-
signed to provide reasona.ble assurance
regarding the a.chievement of objec-
tives in the following categories:
(a) Effectiveness and efficiency of op-

erations;
(b) Reliability of reporting for inter-

nal a.nd external use; and
(c) Compliance with applicable laws

and regulations.

1200.82 Internal control over compli-
ance requirements for Federal
aWlll"Cl8.

internal control over compUance re-
quirements for Federal awards means a
process implemented by a non-Federal
entity designed to provide rea.sona.ble
assurance regarding the achievement
of the following objectives for Federal
awards:
(a) Transactions are properly re-

corded and accounted for, in order to:
(1) Permit the preparation of reUable

nnancial statements and Federal re-
ports;
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(2) Maintain accountability over as-
sets; and
(3) Demonstrate compliance with

Federal statutes, regulations, and the
terms and conditions of the Federal
award;
(b) Transactions are executed In com-

pliance with:
(1) Federal statutes, regulations, and

the terms and conditions of the Federal
award that could have a direct and ma-
terial effect on a Federal program; and
(2) Any other Federal statutes and

regulations that are identifled in the
Compliance Supplement; and
(c) Funds, property, and other a6Bets

are safeguarded against loss from un-
authorized use or disposition.

1200.63 Loan.
Loan means a Federal loan or loan

guarantee received or administered by
a non-Federal entity, except as used in
the definition of 1200.80 Program in-
come.
(a) The term "direct loan" means a

disbursement of funds by the Federal
Government to a non-Federal borrower
under a contraot that requires the re-
payment of such funds with or without
interest. The term includes the pur-
chase of, or participation in, a loan
made by another lender and f"mancing
arrangements that defer payment for
more than 90days, including the sale of
a Federal Government asset on credit
terms. The term does not include the
acquisition of a federally guaranteed
loan in satiBfaction of default claims or
the price support loans of the Com-
modity Credit Corporation.
(b) The term "direct loan obligation"

means a binding agreement by a Fed-
eral awarding agency to make a. direct
loa.n when spec1fled conditions are ful-
filled by the borrower.
(c) The term "loan guarantee" means

any Federal Government guarantee, in-
surance, or other pledge with respect
to the payment of all or a part of the
prinoipal or interest on any debt obli-
gation of a non-Federal borrower to a
non-Federal lender, but does not in-
clude the insurance of depoarts, shares,
or other withdrawable accounts 1n fi-
nancialinstitutions.
(d) The term "loan guarantee com-

mitment" means a binding agreement
by a Federal awarding agency to make

§200.67

a loan guarantee when specified condi-
tions are fulfilled by the borrower, the
lender, or any other party to the guar-
antee agreement.

§200.64 Local government.
Local government means any un1t of

government within a state, including a:
(a) County;
(b) Borough;
(c) Munio1pality;
(d) City;
(e) Town;
(f) ToWllJlbip;
(g) Pariah;
(h) Local public authority, including

any public housing agency under the
United States HOUSingAct of 1937;
(i) Special district;
(j) School district;
(k) Intrastate district;
(1) Council of governments, whether

or not incorporated as a nonprofit cor-
poration under state law; and
(m) Any other agency or instrumen-

tality of a multi-, regional, or intra-
state or local government.

1200.85 ~or program.
Major program means a Federal pro-

gram determined by the auditor to be a
major program in accordance with
§ 200.518 Major program determination
or Aprogram identified as a major pro-
gram by a Federal awarding agency or
ps.ss-through entity in accordance with
5200.503 Rela.tion to other Audit re-
quirements, pa.ragrapb (e).

§200.86 Management decision.
Management deCision means the eval-

uation by the Federal awarding agency
or p&Bs-througb entity of the audit
findings and corrective action plan and
the issuance of a ',Vlitten decision to
the auditee as to what corrective ac-
tion is necessary.

§200.67 Micro·purchase.
Micro-purchase means a purchase of

supplies or services using simpl1fl.edac-
quisition procedures, the aggregate
amount of which does not exceed the
micro-purchase threshold. Micro-pur-
chase procedures comprise a subset of a
non-Federal entity's small purchase
procedures. The non-Federal entity
uses such procedures in order to expe-
dite the completion of itB lowest-dollar

89

ATTACHMENT __.2. .
)~ .y!?,PAGE ••.._;_..... OF ....L.w.. PAGES



§200.68

emaIl purchase transactions and mini-
mize the e.ssociated administrative
burden and cost. The micro-purchase
threshold is set by the Federal Acquisi-
tion Regulation at 48 CFR Subpart 2.1
(Definitions). It is SS.OOO except as oth-
erwise discussed in Subpart 2.1 of that
regulation. but this threshold is peri-
odically adjusted for inflation.

§200.68 Modified Total Direct Cost
(MTDC).

MTDC means all direct salaries and
wages. applicable fringe benefits. mate-
rials and suppl1es, services, travel, and
up to the first $25.000 01 each subaward
(regardless 01 the period of perform-
ance of the subawards under the
award). MTDC excludes equipment,
capital expenditures, charges for pa-
tient care. renta.l costs, tuition remis-
sion, scholarships and fellowships. par-
ticipant support costs and the portion
of each subaward in excess of $25,000.
Other items may only be excluded
when neceB88.rYto avoid a serious in-
equity in the distribution of indirect
costs, and with the approval 01 the cog-
nizant agency for indirect costs.
[79 FR 76880.Dec. 19. 2014]

§200.69 Non.Federal entity.
Non-Federal entitJI means a state.

local government, Indian tribe. institu-
tion of higher education (DIE), or non-
profit orga.n1za.tlonthat carries out a
Federal award a8 a recipient or sub-
recipient.

1200.70 Nonprofit organization.
NonprOfit organization means any cor-

poratton, trust. association, coopera-
tive, or other organization, not includ-
ing !HEs. that:
(a) Is operated primarily for sci-

entific. educational. eervice. chari-
table. or similar purposes in the public
interest;
(b) Is not organized primarily for

profit; and
(c) Uses net proceeds to maintain.

improve. or expand the operations of
the organization.

t 200.71 ObligatiolUl.
When used in connection with a non-

Federal entity's utilization of funds
under a Federal award, obligations

2 CFR Ch.U (1-1-15 Edition)

means orders placed for property and
services. contracts and subawards
made. and similar. transactdons during
a given pertod tha.t require payment by
the non-Federal entity during the same
or a future pertod.

1200.72 Office of Managemen~ _d
Budget (OMB).

OMB means the Executive Offioe of
the President, Off1ce of Management
and Budget.

§200.73 Oversight agency for audit.
Oversigh.t age1lC1/for audit means the

Federal awarding agency that provides
the predominant amount of funding di-
rectly to a non-Federal entity not as-
signed a cognizant agency for audit.
When there is no direct funding. the
Federal awarding agency which is the
predominant source of paBB-tbrough
funding must assume the oversIght re-
sponsibilities. The duties of the over-
sight ~ency for audit and the process
for any reassignments are described in
§200.513 Responsibilities. paragraph (b).

1200.74 Paa.·through entity.
PlJ88-through entitJI means a non-Fed-

eral entity that provides a subaward to
a subrecipient to carry out part of a
Federal program.

1200.75 Pa.-ticiPlUlt IUpport coet..
Participant support com means direct

costs for items suoh as stipends or sub-
sistence allowances. travel allowances.
and registration fees paid to or on be-
hall of participants or trainees (but not
employees) in connection with con-
ferenoee, or training projects.

§200.76 PerforDllUloogoal
Performance goal means a target level

of performance expressed as a tangible.
measurable objective. against which
actual achievement can be compared.
including a goal expressed as a quan-
tItative standard. value, or rate. In
some 1lUltancee(e.g.• discretionary re-
search awards). this may be l1mlted to
the requirement to submit technical
performance reports (to be evaluated in
accordance with agency policy).

§200.77 Period of performance.
Period of performance means the time

during which the non-Pederal entity
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may incur new obllg-ations to carry out
the work authorUed under the Federal
award. The Federal awarding agency or
p&S8-through entity must include start
and end dates of the period of perform-
ance in the Federal award (see §§200.210
Information contained in a Federal
award paragraph (a)(5) and 200.331 Re-
quirements for pass-through entities,
paragraph (a)(l)(iv»).

fiOO.78 Pereoual property.
Personal property means property

other than real property. It may be
tangible, having physical existence, or
intangible.

t 200.79 Penonally Identifiable Infor·
mation <pm.

PII means information that can be
used to distinguish or trace an individ-
ual's identity, either alone or when
combined with other personal or iden-
tifying information that 1s Ilnked or
linkable to a spec1f1c individual. Some
Information that is considered to be
PII is available in public sources such
lI.B telephone books, public Web sites,
and university l1sti.ngs. This type of in-
formatIon Is considered to be Public
PTI and includes, for example, first and
last name, address, work telephone
number, email address, bome telephone
number, and general eduoatlonal cre-
dentials. The deflnition of PTI is not
anchored to any single oategory of in-
formation or technology. Rather, It re-
quires a case-by-case assessment of tbe
speCific risk tbat an individual can be
Ident:l11ed. Non-Pll can become PIT
wbenever adMtional information Is
made publicly available, in any me-
dium and from any source, that, when
combined with other available infor-
matron, could be used to identify an in-
dividual.

§200.80 Program income.
Program income means gross Income

earned by the non-Federal entity that
is directly generated by a supported ac-
tivity or earned as a result of the Fed-
eral award during the period of per-
formance except as provided in §200.30'7
paragrapb (f). (See 1200.7'7 Period of
performance.) Program income in-
cludes but 18 not Ilmited to income
from fees for services performed, the
use or rental or real or personal prop-

§2oo.84

erty acquired under Federal awards,
the sale of commodities or items fab-
ricated under a Federal award, lIcense
fees and royalties on patents and copy-
rights, and principal and interest on
loans made with Federal award funds.
Interest earned on advances of Federal
funds Is not program income. Except as
otherwise provided :InFederal statutes,
regulations, or the terms and condi-
tions of the Federal award, program in-
come does not :Include rebates, credits,
discounts, and interest earned on any
of them. See also § 200.407 Prior written
approval (prior approval). See also 35
U.S.C. 2OD-212 "Disposition of Rigbts in
Educational Awards" applies to inven-
tions made under Federal awards.
('18 FR 78608. Dec. 26. 2013.as a.mendedat 79
FR 76880, Dec. 19, 2014]

t 200.81 Property.
Propert1l means real property or per-

sonal property.

t 200.82 Protected Pel'llOnaIly Identifi·
able Information CProiected pm.

Protected Pl/ means an individual's
first name or first initial and last name
In combination with anyone or more
of types cif information, including, but
not limited to, social security number,
passport number. credit card numbers,
clearances, bank numbers. biometrics,
date and place of birth. mother's maid-
en name, criminal, medical and finan-
cial records, educational transcripts.
This does not include PII tha.t Is re-
quired by law to be disclosed. (See also
§200.79 Personally Identifiable Informa-
tion (PIT».

§200.83 Projecl cost.
Project cost means total allowable

costs incurred under a Federal award
and all required cost sharfng' and vol-
untary committed cost sharing, includ-
ing third-party contributions.

1200.84 Questioned COllI.
Questioned cost means a cost that is

questioned by the auditor because of an
audi t finding:
(a) Which resulted from a violation

or possible violation of a statute, regu-
lation, or the terms a.nd conditions of a
Federal award, including for funds used
to match Federal funds;
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(b) Where the coste, at the time of
the audit, are not supported by ade-
quate documentation; or
(c) Where the ooste incurred appear

unreasonable and do not reflect the ac-
tions a prudent person would take in
the circumstances.

1200.85 Real property.
Real property means land, including

land improvements, structures and ap-
purtenances thereto. but excludes
moveable macbtnery and equipment.

§200.86 Recipient.
Recipient means a non-Federal entity

tha.t receives a Federltl award d1rectly
from a Federal Itwltrding agency to
ca.rry out an Itctivity UDdera Federal
program. The term recipient does not
include subrecipiente. See also §200.69
Non-Federal entity.

§200.87 Research and Development
(R&D).

R&D means all research activities,
both basio and applied, and all develop-
ment activities that are performed by
non-Federal entities. The term re-
search also includes activ1ties involv-
ing the trairiing of individuals in re-
search techniques where such activities
ut1l1ze the same fac111tiesa.s other re-
search and development activities and
where such activities are not included
in the instruction function.
"Research" is defined a.s It system-

atio study directed toward fuller sci-
entific knowledge or UDderstanding of
the subject studied. "Development" is
the systematic use of knowledge and
understanding gained from research di-
rected toward the production of useful
materials, devices, systems. or meth-
ods, including design and development
of prototypes and processes.

§ 200.88 Simplified acquisition thresh·
old.

Simplified acquisition threshold means
the dollar amount below which a non-
Federal entity may purchase property
or services using small purchase meth-
ods. Non-Federal entities adopt small
purchase procedures in order to expe-
dite the purchase of items costing less
than the simplified acquisition thresh-
old. The simplified acquisition thresh-
old is set by the Federal Acquisition

2 CFR Ch. II (1-1-15 Edition)

Regulation at 48CFR Subpart 2.1 (Den-
nitions) and in accordance with 41
U.S.C. 1908.As of .the publ1catlon of
this part, the simplified acquisition
threshold is ~l50,OOO,but this threshold
ie periodically adjueted for inflation.
(Aleo see definition of 5200.67Micro-
purchaSe.)

§200.89 Special purpoae equipment.
Special purpo8e equipment means

equipment which is used only for re-
search, medical, scientific, or other
technical activities. Examples of epa-
cial purpose equipment include micro-
scopes, x-ray machmea, aurgical instru-
ments, and spectrometers. See also
§f200.33 Equipment and 200.48General
purpose equipment.

§200.90 State.
State means any state of the United

States, the District of Columbia. the
Commonwealth of Puerto Rico, U.S.
Virgin Islands, Guam, American
Samoa. the Commonwealth of the
Northern Mariana Islands, and any
agency or instrumentality thereof ex-
clusive of local governments.
('18 FR 78608, Dec. 26, 2013, as amendedat 79
FR 75880. Dec. 19, 2(14)

§200.91 Student FiDaneia1Aid (SFA).
SFA means Federal awards under

those progT8JD5of general student as-
sistance, such a.s those authorized by
Title IV of the HIgher Educatton Act of
1965,as amended, (20U.S.C. 1070--1099d).
which are adm1n!8tered by the U.S. De-
partment of Education, and similar
programs provided by other Federal
agenc1es. It does not include Federal
awards under programs that provide
fellowships or similar Federal awards
to studente on a competitive basis. or
for specified studies or research.

§200.9i Subaward.
SUbawarci means an award provided

by a pass-through entity to a sub-
recip1ent for the subreotptent to carry
out part of a Federal award received by
the pass-through entity. It does not tn-
clude payments to a contractor or pay-
ments to an individual that is a bene-
ficiarY of a Federal program. A
subaward may be provided through any
form of legal agreement, including an
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agreement that the pass-through enti-
ty considers a contract.

§200.98 Subrecipient.
Subrecipient means a non-Federal en-

tity that receives a subaward from a
pass-through entity to ca.rry out part
of 8. Federa.l program; but does not in-
clude an individual that is a bene-
ilc1a.ryof such program. A subrecipient
may also be a recipient of other Fed-
eral awards directly from a Federal
awa.rding agency.

t 200.94 Supplietl.
SupplteJ mea.ns all tangible personal

property other than those described in
5200.33 Equipment. A computing device
is a supply if the acquisition cost Is
less than the lesser of the capitaliza-
tion level establ1shed by the non-Fed-
eral entity for f1na.nc1alstatement pur-
poaes or $5,000, regardless of the length
of its use!ullife. See also §§200.20 Com-
puting devices and 200.33 Equipment.

t JOO.96 Termination.
Tennination means the ending of a

Federal award, in whole or in part at
a.ny time prior to the planned end of
period of performance.

§JOO.98 Third-party in-kind contribu-
tions.

Third-party in-kind contributions
means the value of Don-cash contribu-
tions (I.e., property or services) that-

(a) Benefit 8. federally assisted
project or program; and

(b) Me contributed by non-Federal
third parties, without charge, to a non-
Federal entity under a Federal award.

§200.97 Unliquidated obligations.
Unliquidated oblit/atiorn! means, for fi-

nancial reports prepared on a cash
basis, obligations incurred by the non-
Federal entity that have not been paid
(Uquidated). For reports prepared on an
a.ccrual expenditure basis, these are ob-
ligations incurred by the non-Federal
entity for which an expenditure has
not been recorded.

§ 200.98 Unobligated balance.
Unobligated balance means the

amount of funds under a Federal award
that the non-Federal entity has not ob-
ligated. The amount is computed by

§200.100

subtracting the cumulat1ve amount of
the non-Federal entity'S unliquidated
obligatiOns and expenditures of funds
under the Federal award from the cu-
mulative amount of the funds that the
Federal awarding agency or pass-
through entity a.uthorized the non-Fed-
eral entity to obligate.

1200.99 Voluntary committed cost
marin,.

Voluntary committed con shaTing
means cost sharing specifically pledged
on a voluntary basia in the proposal's
budget or t..be Federal award on the
pr.rt of the non-Federal ent1ty ILndthat
becomes a binding requirement of Fed-
eral awa.rd.

Subpart &-General Provisions
t 200.100 Purpose.

(a)(I) ThIs part establishes uniform
administrative requirements, cost
principles, and audit requirements for
Federal awards to non-Federa.l entities,
as described in 1200.101 Applicab1l1ty.
Federal awarding agencies must not
impose additional or inconsistent re-
quirements. exoept as provided in
§§200.102 Exceptions and 200.210 Infor-
matron contained in a Federal award,
or unless specificaJly required by Fed-
eral statute, regulation, or Executive
Order.

(2) This part provides the basiB for a
systema.tic and periodic oollection and
uniform submission by Federa.l agen-
cies of information on all Federal fi-
nancial assistance programs to the Of-
fice of Management and Budget (OMB).
It also establ1&hesFederal policies re-
latsd to the delivery of thill informa-
tion to the public, including through
the use of electronic media. It pre-
scribes the manner in which General
Services Administration (GSA), OMB,
and Federal agencies that administer
Federal financial assistance programs
are to carry out their statutory respon-
slbiUties under the Federal Program
Information Act (31 U.S.C. 6101-6106).

(b) ActministTative requirements. Sub-
parts B through D of this part Bet forth
the uniform administrative require-
ments for grant and cooperative agree-
ments, including the requirements for
Federal awarding agency management
of Federal grant programs before the
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Federal award ha.s been made, and the
requirements Federal a.warding a.gen-
cles may impose on non-Federal enti-
ties in the Federal awa.rd.
(e) Cost Principles. Subpart E--Cost

Principles of this part establishes prin-
ciples for determining the allowable
costs incurred by non-Federal entities
under Federal awards. The principles
are for the purpose of cost determina-
tion and are not intended to identify
the circumstances or dictate the extent
of Federal Government partiCipation in
the financing of a particular program
or project. The prinoiples are designed
to prov1de that Federal awards bear
their fair share of cost reoognized
under these principles except where re-
stricted or prohibited by statute.
(d) Single Audit Requirements and

Audit Follow-up. Subpart F-Audit R&-
quirements of this part is issued pursu-
ant to the Single Audit Act Amend-
ments of 1996, (31 U.S.C. 7501-7507). It
sets forth standards for obtaining con-
sistency and uniformity among Federal
agencies for the audit of non-Federal
entities expending Federal awards.
These prov1sions also provide the polt-
cles and procedures for Federal award-
ing agencies and pass-through entities
when USingthe results of these audits.
(e) For OMB guida.nce to Federal

awarding agencies on Challenges and
Prizes. please see M-l~ll Guidance on
the Use of Challenges and Prizes to

2 CFRen, II (1-1-15 Edition)

Promote Open Government. issued
March 8. 2010.or its successor.

1200.101 Applieability.
(a) General applicability to Federal

agencies. The requirements established
in this part apply to Federal agencies
that make Federal awards to non-Fed-
eral entities. These requirements a.re
applicable to all costs related to Fed-
eral awards.
(b)(l) Applicability to different types of

Federal awards. The following table de-
scribes what portions of this part apply
to which types of Federal awards. The
terms and conditions of Federal awards
(Including this part) now down to sub-
awards to subreoipients unless a par-
ticular section of this part or the terms
and conditions of the Federal award
speoifically indicate otherwise. This
means that non-Federal entities must
comply with requirements in this part
regardless of whether the non-Federal
entity is a recipient or subrecipient of
a Federal award. Pass-through entities
must comply with the requirements de-
scribed in Subpart D-Post Federal
Award Requirements of this part.
§1200.330 Subrecipient and contractor
determinations through 200.332 Fixed
amount Subawards, but not any re-
quirements in this part directed to-
wards Federal a.wardlng a.gencies un-
tees the requirements of this part or
the terms and conditions of the Federal
award indicate otherwise.
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(2) Federal award of cost-reimbursement
contract UndeT the FAR to a nan-Federal
entity. When a non-Federal entity is
awarded a cost-reimbursement con-
tract, only Subpart D-Post Federal
Award Requirements 01 this part.
5§200.330Subrecipient and contractor
determinations through 200.332Fixed
amount Subawards (ill addition to any
FAR rela.ted requirements for
suba.ward monitoring), Subpart E-
Cost Principles of this part and Sub-
part F-Audit Requirements of this

part are incorporated by reference into
the contract. However. when the Cost
Accounting Sta.ndardB(CAS) are appli-
oable to the contract. they take prece-
dence over the requirements of thiB
part except for Subpart F-Audit Re-
quirements of this part when they are
in conflict. In addition, costs that are
made unallowable under 10 U.S.C.
2324(e)and 41U.S.C.4304(a)as described
in the FAR subpart, 31.2 a.nd subpart
31.603are always unallowable. For re-
quirements other than those covered in
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Subpart D-Post Federal Award Re-
quirements of thil! part, §§2OO.330Sub-
recipient and contractor determina-
tions through 200.882 Fixed amount
Subawards, Subpart E-Cost Prtnctples
01 this part and Subpart F-Audit Re-
quirements of this part, the terms 01
the contract and the FAR apply.
(3)With the exoeption of Subpart F-

Audit Requirements of this part, which
is required by the Single Audit Act, in
any ctroumstencea where the provi-
sions of Federal statutes or regulations
differ from the provisions of this part,
the provision of the Federal statutes or
regulatiOns govern. This includes, for
agreements with Indian tribes, the pro-
visions of the Indian Self-Determina-
tion and Education and Assistanoe Act
(lSDEAA), as amended, 25 U.S.C 450-
458ddd-2.
(c) Federal awarding agencies may

apply subparts A through E of this part
to {or-profit entities, foreign public en-
tities, or foreign OrglLD1za.tions,except
where the Federal awarding agency de-
termines that the application of these
subparts would be inconsistent with
the international obligations of the
Umted States or the statutes or regu-
lations of a foreign government.
(d) Exoept for §200.202Requirement

to provide public notice of Federal fi-
nancial 8.Il8istance programs and
§§ 200.880Subrecipient and contractor
determinations through 200.332Fixed
amount Subawards of Subpart D-Post
Federal Award Requirements of this
part, the requirements in Subpart 0-
Pre-Federal Award Requirements and
Contents of Federal Awards, Subpart
D-Post Federal Award Requirements
of this part. and Subpart E-Cost Prin-
ciples of this part do not apply to the
following programs:
(1) The block grant awards author-

ized by the Omnibus Budget Reconc1l1-
ation Act of 1981(includlng Community
Servioes, except to the extent that the
cost and account.ing standards 010MB
apply to subreclpients of Community
Services Block Grant funds pursuant to
42U.B.C.9916(a)(1)(B);
(2) Federal awards to local education

agencies under 20 U.S.C. 7702-770Sb.
(portions of the Impact Aid program);
(3) Payments under the Department

of Veterans Affain;' State Home Per
Diem Program (38U.S.C. 1741);and

2 CFR Ch. II (1-1-15 Ecfrllon)

(4) Federal awards authorized under
the Child Care and Development Block
Grant Act of 1990,as amended:

(1) Child Care and Development Block
Grant (42U.S.C. 9858)

(11) Child Care Mandatory and Match-
ing Funds of the Child Care and Devel-
opment Fund (42U.S.C. 9858)
(e) Except for §200.202Requirement

to provide public notice of Federal fi-
nancial assistanoe programs the guid-
ance in Subpart o-Pre-Federal Award
Requirements and Contents of Federal
Awards of this part does not apply to
the foilow1n.gprograms:

(1) Entitlement Federal a.wards to
carry out the following programs of the
Social Security Act:
(I) Temporary Assistance to Needy

Families (title IV-A of the Social Secu-
rity Act, 42U.S.C. 601~19);

(11) Ch1ld Support Enforoement and
Establishment of Paternity (title IV-D
of the Socia] Security Act. 42 U.S.C.
651-«i9b);

(111) Foster Care and Adoption Assist-
ance (title nr-E of the Act, 42 U.S.C.
676-S79o);
(tv) Aid to the Aged, Blind, and Dis-

abled (titles I, X. XIV, and XVI-AABD
of the Act, as amended):
(v) Medica.l Assistance (Medicaid)

(title XIX of the Act, 42 U.S.C. 1396-
1396w~) not inoluding the State Med-
ioa1d Fraud Control program author-
ized by seotion 1903(aX6)(B)of the So-
cial Security Act (42 U.S.C.
1S96b(a)(6)(B»;and
(vi) Children's Health Insura.noe Pro-

gram (title XXI of the Act, 42 U.S.C.
1397aa-1397mm).
(2) A Federal award for an experi-

mental, pilot, or demonstration project
that. is also supported by a Federal
award liBted in paragraph (e)(1) of this
section;
(3) Federal awards under subsection

412(e) of the Immigration and Nation-
ality Act and subseotion 601(a) of the
Refugee Education Assistanoe Aot of
1960(Pub. L. 96-422,94 Stat. 18(9). for
cash a.ssiBtance, medical assistance,
and supplemental security income ben-
efits to refugees and entrants and the
a.4min1strative costs 01 providing the
assistanoe and benefits (8 U.8.C.
1522(e»;
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(4) Entitlement awards under the fol-
lowing programs of The National
School Lunch Act:

(i) National School Lunch Program
(section 4 of the Act, 42U.S.C. 1753),

(ii) Commodity Assistance (section 6
of the Act. 42U.S.C. 1755).

(iii) Specis.1Meal Assistance (section
11 of the Act, 42U.S.C. 1759a).

(Iv) Summer Food Service Program
for Children (section 18 of the Act, 42
U.S.C. 1761).and

(v) Child and Adult Care Food Pro-
gram (section 17 of the Act. 42 U.S.C.
1766).

(5) Entitiement award.s under the fol-
lowing progra.ma of The Child Nutri-
tion Act of 1966:

(I) Special MHk Program (section 3 of
the Act, 42U.S.C. 1772),

(ii) School Breakfast Program (sec-
tion 4 of the Act. 42 U.S.C. 1778).and

(iii) State Administrative Expenses
(section 7 of the Act, 42 U.S.C. section
1776).

(6) Entitlement awa.rd.sfor State Ad-
ministrative Expenses under The Food
and Nutrition Act of 2008(section 16of
the Act, 7 U.S.C. 2(25).

(7) Non-discretionary Federal awards
under the following non-entitlement
programs:

(i) Special Supplemental NUtrition
Program for Women, Infants and Chil-
dren (section 17 of the Child Nutrition
Act of 1966)42U.S.C. section 1786;

(li) The Emergency Food Assistance
Programs (Emergency Food Assistance
Act of 1983) 7 U.S.C. sectlon 7501note;
and

(iii) Commodity Supplemental Food
Program (section 5 of the Agriculture
and Consumer Protection Act of 1978)7
U.S.C. section 612cnote.
['18FR 18608.Dec. 26, 2013, as amended at 79
FR 'T5BBO. Dec. 19. 2014)

§200.102 EIceptiODS.
(a) With the exception of Subpart F-

Audit ReqUirements of this part. OMB
may allow exceptions for classes of
Federal awards or non-Federal entities
subject to the requirements of this part
when exceptions are not prohibited by
statute. However. in the interest of
maximum uniformity, exceptions from
the requirements of this part will be
permitted only in unusual cir-
cumstances. Exceptions for classes of

§200.1D3

Federal awards or non-Federal entities
will be published on the OMBWeb site
at www.whitehouse.govlomb.

(b) Exceptions on a case-bv-oase basis
for individual non-Federal entities may
be authorized by the Federal awarding
agency or cognizant agency for indirect
costs. except where otherwise required
by law or where OMBor other approval
is expressly required by th1Bpart.

(c) The Federal awarding agency may
apply more restrictive requirements to
a class of Federal awards or non-Fed-
eral entlties when approved by OMB,or
when. required by Federal statutes or
regulations, except for the require-
ments in Subpart F-Audit Require-
ments of this part. A Federal awarding
agency may apply less restrictive re-
qu1rements when ma.king fixed amount
awards as defined in Subpart A-Acro-
nyms and Definitions of this part. ex-
cept for those requirements imposed by
statute or in Subpart F-Audit Re-
quirements of this part.

(d) On a case-by-caee basis, OMBwill
approve new strategies for Federal
awards when proposed by the Federal
awarding agency in accordance with
OMBguidance (such as M-I3-17) to de-
velop additional evidence relevant to
addressing important policy cha.llenges
or to promote cost-effectiveness in and
a.cross Federal programs. Proposals
ma.y draw on the innovative program
deSigns diBcussed in M-13-17to expand
or improve the use of effective prac-
tices in delivering Federal f"mancial a.s-
sistance while also encouraging inno-
vation in service delivery. Proposals
submitted to OMB in accordance with
M-I3-17may include requests to waive
requirements other than those in Sub-
part F-Audit Requirements of this
part.
[78 FR 79608.Dec. 26. 2018. 8.S amended at 79
FR '16881. Dec. 19. 2014]

§200.108 Authorities.
This part is issued under the fol-

lowing authorities.
(a) Subpart B-General Provisions of

this part through Subpart D-Post Fed-
eral Award Requirements of this pa.rt
are authorized under 81U.S.C. 503 (the
Chief Financial Officers Act, Funotions
of the Deputy Director for Manage-
ment). 81 U.S.C. 1111(Improving Econ-
omy and Efficiency of the United
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§200. 104

States Government), 41U.S.C. 1101-1181
(the Office of Federal Procurement
Policy Act), Reorganizat10n Plan No.2
of 1970, and Executive Order 11541
("Prescr1bing the Duties of the Office
of Management and Budget and the Do-
mestic Pollcy CouncBin the Executive
Office of the President"), the Single
Aud1t Act Amendments of 1996, (31
U.S.C. 7601-7507),as well as The Federal
Program Information Act (Public Law
95-220and Public Law 98-169,as amend-
ed, codified at 31U.S.C. 610HIl06).
(b) Subpart E-Cost Pr1nciples of this

part 1s authorized under the Budget
and Accounting Act of 1921,as amend-
ed; the Budget and Accounting Proce-
dures Act of 1950,as amended (31U.S.C.
1101-1125);the Chief Financial Officers
Act of 1990(81U.S.C. 503-6(4);Reorga-
nization Plan No.2 of 1970;and Execu-
tive Order No. 11541,"Prescr1bing the
Duties of the Office of Management
and Budget and the Domestic Polioy
Conncll in the Executive Office of the
Presiden t. "
(c) Subpart F-Audit Requirements

of this part is authcrized under the
Single Aud1t Act Amendments of 1996,
(31U.S.C. 7601-7507).

• :MIO.104SupenessiOD.
As descr1bed in §200.110EffectiveJap-

pl1cabllity date, this part supersedes
the following OMBguidance documents
and regulatione under Title 2 01 the
Code of Federal Regulations:
(a) A-21, "Cost Principles for Edu-

cational Institutione" (2 CFR part 220);
(b) A...f!l. "Cost Principles for State,

Local and Ind1an Triba.l Governments"
(2 CP'Rpart 225)and also FEDERALREG-
ISTER notice 51FR 552(January 6, 1986);
(c) A-89, "Federal Domest1c Assist-

ance Program Information";
(d) A-I02, "Grant Awards and Cooper-

ative Agreements wIth State and Local
Governments";
(e) A-llO, "Uniform Administrative

Requirements for Awards and Other
Agreements with lnetitutione of Higher
Educat10n, Hospitals, and Other Non-
prot'lt Organizations" (codified at 2
CFR 215);
(f) A-l22, "Cost Pr1nciples for Non-

Profit Orga.nizations" (2 CFR part 280);
(g) A-I33, "Audits of States, Local

GoveI1lments and Non-Profit Organiza-
tions ": and .

2 CFRCh. II (1-1-15 Edition)

(h) Those secttone of A--50related to
audits performed under Subpart F-
Audit Requirements of this part.
['18FR 78608.Dec.26,2013,&.8 amendedat 79
FR 76882, Dec.19,:lI14]

t 200.105 Effeet on other iAwmees.
For Federal awards subject to this

part, all ac1m1n1strative requirements,
program manuals, handbooks and other
non-regulatory materials tha.t are in-
consistent with the requirements of
this part must be superseded upon Im-
plementation of this part by the Fed-
eral agency, except to the extent they
are required by sta.tute or authorized
in accordance with the provisions in
§200.102Exceptions.

1200.106 Agency implementation.
Tbe specific requirements and re-

sponsibilities of Federal agencies and
Don-Federal entities are Bllt forth in
this part. Federal agenc1es making
Federa.l a.wards to non-Federal entities
must implement the language in the
Subpart C--Pre-Federal Award Re-
quirements and Contents of Federal
Awards of this part through Subpart
F-Audlt ReQ.uirements of this part in
codified regulations unless different
provisione are required by Federal stl!-t-
ute or are approved by OMB.

§200.107 OMB responsibilities.
OMBwill review Federal a.gency reg-

ulatione and implementation of this
part, and will provide interpretations
of policy requirements and assistance
to eneure effective and efficient 1mple-
mentation. Any exoeptlons will be sub-
ject to allllroval by OMB. Except10ns
will only be made in particular cases
where adequate justification Is pre-
sented.

1200.108 Inquiries.
Inqu1rtes concerni.ng this part ma.y be

directed to the Omce of Federal Finan-
cial Management Office of Mana.ge-
ment and Budget, in Washington, DC.
Non-Federal entities' inqnir1es should
be addressed to the Federal awarding
agency, cognizant agency for indirect
costs, cognizant or oversight agency
for audit, or pass-through entity as ap-
propriate.
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OMBGuidance

§ 200.109 Review date.
OMB will review this part a.t least

every five years after December 26,
2013.

§ 200.110 Effective/applicability date.
(a) The standa.rda set forth in this

part which affect s.dministration of
Federal awards issued by Federal
awarding agencies become effective
once implemented by Federal awarding
agencies or when any future amend-
ment to this part becomes fina,}. Fed-
eral awarding agencies must imple-
mant the policies and procedures appli-
cable to Federal awards by promul-
gating a regulation to be effective by
December 26, 2014 unless different pro-
visions are required by statute or ap-
proved by OMB. For the procurement
standards in §§200.317-2OO.826, non-Fed-
eral entities may continue to comply
with the procurement standards in pre-
vious OMB guidance (superseded by
this part as described in § 200.104) for
one additional fiscal year after this
part goes into effect. If a non-Federal
entity chooses to use the previous pro-
curement standards for an additional
fiscal year before adopting the procure-
ment standards in this part, the non-
Federal entity must document this de-
cision in their internal procurement
policies.

(b) The standards set forth in Sub-
part F-Audit Requirements of this
part and any other standards whioh
apply direotly to Federal agencies will
be effective Deoember 26, 2018 and will
apply to audits of fiscal years begin-
ning on or after December 26, 2014.

[78 FR 78608. Dec. 26. 2013. &8 amendedat 79
FR 75882,Dec. 19, 2(14)

1200.111 Englillh lanlWllre.
(a) All Federal financial assistance

announcements and Federal award in-
formation must be in the English lan-
guage. Applications must be IlUbmitted
in the English language and must be in
the terms of U.S. dollars. If the Federal
awarding agency receives applications
in another currency, the Federal
awarding agency will evaluate the ap-
plication by converting the foreign cur-
rency to United States currency using
the date specified for receipt of the ap-
plication.

§200.2OO

(b) Non-Federal entities may trans-
late the Federal award and other docu-
ments into another language. In the
event of inconsistency between any
terms and conditions of the Federal
award and any translation into another
language, the English language mean-
ing will control. Where a significant
portton of the non-Federal entity's em-
ployees who are working on the Fed-
eral award are not fluent in English,
the non-Federal entity must provide
the Federal award in Engllsh and the
language(s) with which employees are
more familiar.

§200.112 CoDf1ictof mtered.
The Federal awarding agency must

establish conflict of interest policies
for Federal awards. The non-Federal
entity must disclose in writing any po-
tential conflict of interest to the Fed-
eral awarding a.gency or pass-through
entity in accordance with applicable
Federal awarding agency policy.

1200.113 Mandatory diaclosurea.
The non-Federal entity or applicant

for a Federa.l award must disclose, in a
timely manner, in writing to the Fed-
eral awarding agency or pass-through
entity all violations of Federal crimi-
nal law involving fraud, bribery, or
gratuity violations potentially affect-
ing the Federal award. Failure to make
required disclosures can result in any
of the remedies described in § 200.838
Remedies for noncompliance, including
suspension or debarment. (See also 2
CFR part 180and 81U.S.C. 8321).

Subpart C-Pre-Federal Award
Requirements and Contents of
FederalAwards

§200.200 Purpoee.
(a) Sections 200.201 Use of grant

agreements (including fixed amount
awards), cooperative agreements, and
contracts through 200.208Cert1f1ca.tions
and representations prescribe instruc-
tions and other pre-award matters to
be used in the announcement and applt-
cation process.

(b) Use of §§ 200.203Notioes of funding
opportunities, 200.204 Federal awarding
agency review of merit of proposals,
200.205 Federal awa.rdingagency review
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§200.201

of risk posed by applicants, and 200.207
Specific conditions, is required only for
competitive Federal awards. but may
also be used by the Federal awarding
agency for non-competitive awards
where appropriate or where required by
Federal statute.
['18 FR 78608. Dec. 26. 2013. 1108 ameDded at 79
FR 76882. Dec. 19. 2014]

§200.201 Use of grant agreements (in·
clud1ne fixed amount .warda), eo-
operative agreements, and con·
tract..

(a) Tne F'ederal awarding agency or
pass-through entity must decide on the
appropriate instrument for the Federal
award (i.e .• grant agreement. coopera-
tive agreement, or oontract) in accord-
ance with the Federal Grant and Coop-
erative Agreement Act (SI U.S.C. 6301-
08).
(b) Fixed Amount Awa.rds. In addi-

tion to the options described in para-
graph (a) of this section. Federal
awa.rding agenCies, or pass-through en-
titiee as permitted in §200.332 Fixed
amount subawards, may use fixed
amount awards (see 1200.45 Fixed
amount awards) to which the following
conditions apply:

(1) The Federal award amount is ne-
gotiated using the cost principles (or
other prioing information) as a guide.
The Federal awarding agency or pass-
through entity may use fixed amount
awards if the projeot scope is specific
and if adequate cost, historical. or unit
pricing data is avaUable to establish a
fixed amount award based on a reason-
able estimate of aotual cost. Pa.yments
are based on meeting specifiC require-
ments of the Federal award. Account-
abUity is based on performance and re-
sults. Except in the case of termination
before completion of the Federal
award, there is no governmental review
of the actual costs incurred by the non-
Federal entity in performance of the
award. Some of the ways in whioh the
Federal award may be paid include. but
are not limited to:
(i) In several partial payments, the

amount of each agreed upon in ad-
vance, and the "milestone" or event
triggering the payment also agreed
upon in advance. and set forth in the
Federal award;

2 CFR Ch. H (1-1-15 Edtllon)

(11)On a unit price basis. for a de-
fined unit or units, at a defined price or
prices. agreed to in advance of perform-
ance of the Federal award and set forth
in the Federal award; or,
(iii) In one payment at Federal award

completion.
(2) A fixed amount awa.rd cannot be

used in programs which require manda-
tory cost Bha.r1ng or match.

(S) The non-Federal entity must cer-
tify in writing to the Federal awa.rding
agency or pass-through entity at the
end of the Federal award that the
project or activ1ty was completed or
the level of eHort Wallexpended. If the
required level of activity or eHort was
not carried out. the amount of the Fed-
eral award must be adjusted.
(4) Periodic reports may be estab-

lished for each Federal award.
(5) Changes in principal investigator,

project leader. project partner, or scope
of effort must rece1ve the prior written
approval of the Federal awarding agen-
cy or pus-through entity.
['78 FR 78608. Dec. 26, 2013. as amended at 79
FR 76882. Dec.19, 2014]

§200.202 Requirement to provide pub-
Hc notice of Federal financial as-
sistance programs.

(a) The Federal awardtne- agency
must notify the public of Federal pro-
grams in the Catalog of Federal Do-
mestic Assistance (OFDA). ma.1ntained
by the General Services Administra-
tion (GSA).

(1) The OFDA, or any OMB-des-
ignated replacement, is the single, au-
thoritative, governmentwide com-
prehensive source of Federal financial
assistance program information pro-
duced by the executive branch of the
Federal Government.
(2) The informat10n that the Federal

awarding agenoy must submit to GSA
for approval by OMB is listed in para-
graph (b) of this section. GSA must
prescribe the format for the submis-
sion.
(S) The Federal awarding agency may

not award Federal financial assistance
without asetgntng it to a program that
has been included in the CFDA as re-
quired in this section unless there are
exigent circumstances requiring other-
wise, such as timing requirements im-
posed by statute.
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OMB Guidance

(b) For each program that awards
discretionary Federal awardfl, non-die-
cretlonary Federal awards, loa.ns, in-
surance, or any other type of Federal
fina.ncial assistance, the Federal
awarding lLi"encymust submit the fol-
lowing Information to GSA:
(1) Program Description, Purpose,

Goals a.nd Measurement. A brief sum-
mary of the statutory or regulatory re-
quirements of the program a.nd its in-
tended outcome. Where appropriate,
the Program DeSCription, Purpose,
Goals, a.nd Measurement should align
with the strateg1c goals and objectives
within the Federal awarding agency's
performance plan and should support
the Federal awarding agency's per-
formance measurement, management,
and reporting as required by Part 6 of
OMBCircular A-ll;
(2) Identification of whether the pro-

gram makes Federal awards on a diB-
cretlonary basis or the Federal awards
are prescribed by Federal statute, euon
as in the case of formula grants.
(3) Projected total amount of funds

available for the program. EBtimates
based on previous year funding are ac-
ceptable if current appropriations are
not a.vailable at the time of the sub-
mission;
(4) AntiCipated Source of Available

Funds: The statutory authority for
funding the program and, to the extent
poesible, agency, sub-agency, or, if
known, the specifiC program unit that
will issue the Federal awards, and asso-
ciated funding Identifier (e.g., Treasury
Account Symbol(s»;
(5) General Eligibility Requirements:

The statutory, regulatory or other ell-
gibility factors or considerations that
determine the applicant'l! qualification
for Federal awards under the program
(e.g., type of non-Federal entity); and
(6) Applicabillty of Single Audit Re-

quirements as required by Subpart F-
Audit Requirements of this part.

1200.J03 Notict!8of fundiDg opportuni.
ties.

For competitive grants and coopera-
tive a.greements, the Federal awarding
agency must announce specific funding
opportunities by providing the fo]-
lowing information in a public notice:

(a) Summary Information in Notices of
Funding Opportunities. The Federal

§2OO.203

awarding agency must display the fol-
lowing information posted on the OMB-
designated governmentwide Web site
for finding and applying Cor Federal fi-
nancial assistance. in a location pre-
ceding the full text of the announce-
ment:
(1)Federal Awarding Agency Name;
(2)Funding Opportunity Title;
(3) Announcement Type (whether the

funding opportunity is the Initial an-
nouncement oC this funding oppor-
tunity or a mod1fication of a. pre-
viously announced opportunity);
(4) Funding Opportunity Number (re-

quired, if applicable). If the Federal
awarding agency has assigned or w1ll
&&Signa number to the funding oppor-
tunity announcement, this number
must be provided;
(5) Catalog of Federal Financial As-

sistance (CFDA)Number(s);
(6) Key Dates. Key dates include due

dates for applications or Executive
Order 12372submissions, a.s well as for
any letters of intent or pre-a.pplica-
tions. For any announcement issued
before a program's application mate-
ria.ls are available. key dates also In-
clude the date on which those mate-
rials w1ll be released; and any other ad-
ditional information, as deemed appli-
cable by the relevant Federal awarding
agency.
(b) The Federal awarding agency

must generally make all funding op-
portunities availa.ble for application
for at least 60 calendar days. The Fed-
eral awarding agency may make a de-
termination to have a less than 60cal-
endar day avallab1l1ty period but no
funding opportunity should be avail-
able for less than 30 calendar days un-
less exigent circumstances require as
determined by the Federal awarding
agency head or delegate.

(c) Full Text of Funding Opportunities.
The Federal awarding agency must in-
clude the following information in the
full text of each funding opportunity.
For Bpecific Instructaons on the con-
tent required in this sectaon, refer to
Appendix I to Part 200--FulI Text of
Notice of Funding Ollportunlty to this
part.
(1) Full programma.tic description of

the funding opportunity.
(2) Federal award information, in-

cluding surncreat information to help
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§200.204

an applicant make an informed deci-
sion about whether to submit an appli-
cation. (See also §2OO.414Indirect
(F&A)costs, paragraph (c)(4».
(3) Specific el1gib111tyinformation,

including any factors or priorities that
affect an applicant's or its applica-
tion's eligibility for selection.
(4) Application Preparation and Sub-

mission Information, 1nc1udiDgthe ap-
plicable submtssron dates and time.

(6) Application Review Information
including the criteria and process to be
used to evaluate applications. See also
§§200.204Federal awarding agency re-
view of merit proposals and 200.205 Fed-
eral awarding agency review of risk
posed by applicants. See also 2 CFR
part 27 (forthcoming at time of publi-
cation).
(6) Federal Award Administration In-

formation. See also §200.210Informa-
tion contained in a Federal award.
['78 FR 78608.Dec. 26. 2013. as a.mended at 79
FR 75ll82,Dec. 19. 2014]

§200.204 Federal awardiDg Bgeucy re-
view of merit of propoeals.

For competitive grants or coopera-
tive agreements, unless prohibited by
Federal statute, the Federal awarding
agency must des1pl and execute a
merit review procees for applications.
Thill process must be described or in-
corporated by reference in the applica-
ble funding opportunity (see Appendix I
to this part, Full text of the Funding
Opportunity.) See also §2OO.20SNotices
of funding opportunities.

§2OO.JOOFederal awarding ageDCY reo
view of risk poeed by app1icaDta.

(a) Prior to making a Federal award,
the Federal awarding agency is re-
quired by 31U.S.C. 3321 and 41 U.S.C.
2313note to review infonnation avail-
able through any OMB-designated re-
positories of governmentwide el1gi-
b111tyqualification or financial integ-
rity information, such as SAM Exclu-
sions and "Do Not Pay". See alSOBUS-
pension and debarment requirements
at 2 CFR part 180as well as individual
Federal agency suspension and debar-
ment regulations in title 2 of the Code
of Federal Regulations.
(b) In addition, for competitive

grants or cooperative agreements, the
Federal awarding agency must have in

2 CFRCh. II (1-1-15 Edition)

place a framework for evaluating the
risks posed by applicants before they
receive Federal awards. This evalua-
tion may incorporate results of the
evaluation of the applicant's el1g1b1l1ty
or the quality of its application. If the
Federal awarding agency determines
that a Federal award w1l1be made, spe-
cial conditions that oorrespond to the
degree of risk assessed may be app11ed
to the Federal award. Criteria to be
evaluated must be described in the an-
nouncement of funding opportunity de-
scribed in §200.203Notices of funding
opportuni ties.
(c) In evaluating risks posed by appl1-

cants, the Federal awa.rd1ng agency
may use a risk-based approach and
may consider any items such as the fol-
lowing: .

(1) Financial stab1l1ty;
(2) Quality of management systems

and ability to meet the management
standards prescribed in this part;

(3) History of performance. The appli-
cant's record in man~ng Federal
awards, if it is a prior recipient of Fed-
eral awards, including timeliness of
compliance with applicable reporting
requirements, conformance to the
terms and conditions of previous Fed-
eral awards, and if applicable, the ex-
tent to which any previously awarded
amounts w11l be expended prior to fu-
ture awards;
(4) Reports and findings from audits

performed under Subpart F-Audit Re-
quirements of this part or the reports
and findings of any other available au-
dits; and
(5) The applicant's ability to effec-

tively implement IltatutOry, regu-
latory, or other requtrementa imposed
on non-Federal entities.
(d) In addition to this review, the

Federal awarding agency must comply
with the guidelines on governmentwide
suspension and debarment in 2 CFR
part 180,and must require non-Federal
entities to comply with these provi-
sions. These provisions restrict Federal
awards, subawards and contracts with
certain parties that are debarred, sus-
pended or otherwise excluded from or
ineligible for participation in Federal
programs or activities.
[7S FR 78606, Dec. 26, 2013, 8Jl a.mended a.t 79
FR 75882,Dec. 19. 2014J
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f 200.206 Standard application reo
quirements.

(a) Paperwork clearances. The Federal
awarding agency may only use applica·
tion information collections approved
by OMB under the Paperwork Reduc-
tion Act of 1995 and OMB's imple-
menting regulations in 6 CFR part 1320,
Controlling Paperwork Burdens on the
Public. Consistent with these require-
ments, OMB will authorize additional
information collections only on a lim-
ited basie.
(b) If applicable, the Federal award·

ing agency ms.y inform applicants and
recipients that they do not need to pro-
vide certain information otherwise re-
quired by the relevant Information col-
lection.

§200.207 Specific conditioDII.
(a) The Federal awarding agency or

pass-through entity may impose addi·
tional speCific a.ward conditions as
needed, in accordance with paragraphs
(b) and (c) of this section, under the
following circumstances:

(1) Based on the crtterta Bet forth in
1200.205 Federal awarding agency re-
view of risk posed by a.ppl1cante;

(2) When an applicant or recipient
has a history of failure to comply with
the general or spectfic terms and condi-
tions of a Federal award;
(3) When an applicant or recipient

fails to meet expeoted performance
goals as described in 1200.210 Informa-
tion contained in a Federal award; or
(4) When an applicant or recipient is

not otherwise responsible.
(b) These additional Federal award

conditions may include items such as
the following:

(1) Requiring payments as reimburse-
ments rather than advance payments;
(2) Withholding authority to proceed

to the next phase until receipt of evr-
dence of acceptable performance within
a given period of performance;
(3) Requiring additional, more de-

tailed financial reports;
(4) Requiring additional project mon-

itoring;
(5) Requiring the non-Federal entity

to obtain technical or management as-
sistance; or
(6) Establishing additional prior ap-

provals.

1200.210

(c) The Federal awarding agency or
PIL8ll-through entity must notify the
appllcant or non-Federal entity as to:
(1) The nature of the additional re-

quirements;
(2) The reason why the additional reo

quirements are being imposed;
(3) The nature of the action needed to

remove the additional requirement, if
applicable;
(4) The time allowed for completing

the actions if applicable, and
(5) The method for requesting recon-

sideration of the additional require-
ments imposed.
(d) Any specific conditions must be

promptly removed once the conditions
that prompted them have been cor-
rected.
[79 FR 75882, Dec. 19, 2014]

f 200.208 Certifications and repreeen-
tations.

Unless prohibited by Federal statutes
or regulations, each Federal awarding
agency or pass-through entity is au-
thorned to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal stat-
utes. o.rregulations on an annual basis.
Submission may be required more fre·
quently if the non-Federal entity falls
to meet a requirement of a Federal
award.

§200.209 Pre-award COIIt&.

For requirements on coste incurred
by the applicant prior to the start da.te
of the period of performance of the
Federal award, see 1200.458 Pre-award
costs.

t 200.210 Information contained in a
Federal award.

A Federal award must include the
follOwing information:

(a) General Federal Award In/ormation.
The Federal awarding agency must in-
clude the following general Federal
award information in each Federal
award:

(1) Reoipient name (which must
match the name aasociated with its
unique ent1t;t Identtner as defined at 2
CFR 25.315);
(2) Recipient's unique entity identi·

fier;
(3) Unique Federal Award Identifica·

tion Number (FAIN);

103

AIT ACHMENT .•.J2...._.._
1..1 14'0PAGE .....•...... OF .•.•..••.•.. PAGES



§200.210

(4) Federal Award Date (see §200.39
Federal award date);
(5) Period of Performance Start and

End Date;
(6) Amount of Federal Funds Obli-

gated by troll action;
(7) Total Amount of Federal Funds

Obligated;
(8) Total Amount of the Federal

Award;
(9) Budget Approved by the Federal

Awarding Agency;
(10)Total Approved Cost Sharing or

Matching, where applicable;
(11) Federai award project descrip-

tion, (to comply with statutory re-
quirements (e.g., FFATA»;
(12)Name of Federal awarding agen-

cy and contact information for award-
ing offic1al,
(13)CFDANumber and Name;
(14) Identification of whether the

award is R&D;and
(15)Indirect cost rate for the Federal

award (including if the de minimis rate
15 charged per §200.414 Indirect (F&A)
costs).
(b) Genera! Terms and Conditions (1)

Federal awarding agencies must incor-
porate the following general terms and
conditions either in the Federal award
or by reference, as applicable:
(i) Administrative requirements im-

plemented by the Federal awarding
agency as specified in·this part.
(H) National policy requirements.

These include BtatutOry, executive
order, other Presidential direotive, or
regulatory requirements that apply by
specific reference and are not program-
specific. See §200.300 Statutory and na-
tional pollcy requirements.
(2) The Federal award must include

wording to incorporate, by reference,
the applicable set of general terms and
conditions. The reference must be to
the Web site at which the Federal
awarding agency maintains the general
terms and conditions.
(3) If a non-Federal ent1ty requests a

copy of the full text of the general
terms and conditions, the Federal
awarding agency must provide it.
(4) Wherever the general terms and

conditions are publicly available, the
Federal awarding agency must main-
tain an archive of previous versions of
the general terms and conditions, with

2 CFR Ch. " (1-1-15 Edtton)

effect1ve dates. for use by the non-Fed-
eral entity, auditors, or others.

(c) FecieTal Awarding Agency, Program,
or FedeTal Award Specific Terms and
Conditions. The Federal awarding agen-
cy may include with each Federal
award any terms and conditions nec-
esBllJ"Yto communicate requirements
that are in addition to the require-
ments outlined in the Federal awarding
agency's general terms and conditions.
Whenever practicable, these Bpecific
terms and conditione aleo should be
shared on a public Web site and in no-
tices of funding opportunities (as out-
lined in 1200.203 Notices of funding op-
portunities) in addition to being in-
cluded. in a Federal award. See also
§200.206 Standard application require-
ments.
(d) Federal Award Pertotmtmce Goals.

The Federal awarding agency must in-
clude in the Federal award an indica-
tion of the timing and scope of ex-
pected performance by the non-Federal
entity as related to the outcomes in-
tended to be achieved by the program.
In some instances (e.g., dtscretdonarv
-researeh awards), this may be limited
to the requirement to submit technical
performance reports (to be evaluated in
accordance with Federal awarding
agency policy). Where appropria.te, the
Federal award may include specific
performance goals, indicators, mile-
stones. or expected outcomes (such as
outputs. or services performed or pub-
Itc 1mpacts of any of these) with an ex-
pected timeline for accomplishment.
Reporting requirements must be clear-
ly articulated such that, wbere appro-
priate, performance during the execu-
tion of the Federal award bu a stand-
ard against wh1ch non-Federal entity
performance can be measured, The
Federal awarding agency may include
program-speciftc requirements, as ap-
plicable. These requirements should be
aligned with agency strategic goalB,
strategic obieotaves or performance
goals that are relevant to the program.
See also OMB Circular A-ll, Prepara-
tion, Submiesion and Execution of the
Budget Part 6 for definitions oC stra-
tegic objectives and performance goals.
(e) Any other information required

by the Federal awarding agency.
[78 FR ~8608.Dec. 26. 2013,AS amended at 79
FR 75882,Dec. 19. 2014J
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§ZOO.211Public access to Federal
award information.

(a) In a.ccordance with statutory re-
quirements for Federal spending trans-
parency (e.g., FFATA), except as noted
in this section, for applicable Federal
awards the Federal awarding agency
must announce all Federal awards pub-
licly and publish the required informa-
tion on a publicly available OMB-des-
ignated govemmentw1de Web site (at
time of publ1cation,
www.USAspending.gov).
(b) Notb1ng in this section may be

construed as requiring the publ1cation
of information otherwise exempt under
the Freedom of Information Act (5
U.S.C 552), or controlled unclassified
information pursuant to Executive
Order 13556.

f 200.212 SuspeDsion and debarment.
Non-federal entities and contractors

are subject to the non-procurement de-
barment and suspension regulatiOns
implementing Executive Orders l2549
and 12689, 2CFR part 180. These regula-
tions restrict awards, subawards, and
contracts with certain parties that are
debarred, suspended, or otherwise ex-
cluded from or ineligible for participa-
tion in Federal assistance programs or
activi ties.
[79 FR 75883,Dec. 19, 2014J

SUbpart D-Posf Federal Award
Requirements

STANDARDS FOR FmANCIAL .AND
PRoGRAM MANAGEMENT

§200.300 Statutory and national policy
requirements.

(a) The Federal awarding agency
must manage and administer the Fed-
eral award in a manner so as to ensure
that Federal funding is expended and
associated programs are implemented
in full accordance with U.S. statutory
and publio polioy requ1rements: includ-
ing, but not lim1ted to, those pro-
teoting publio welfare, the environ-
ment, and prohibiting discrimina.tion.
The Federal awarding agency must
communicate to the non-Federal enti-
ty all relevant public policy require-
ments, including those in general ap-
propriations provisions, and incor-

§2oo.301

porate them either directly or by ref-
erence in the terms and conditions of
the Federal aWard.
(b) The non-Federal entity is respon-

Sible for complying with all require-
ments of the Federal award. For all
Federa.l awards, this includes the provi-
sions of FFATA, which includes re-
quirements on executive compensation,
and also requJ1'ements implementing
the Act for the non-Federal entity a.t 2
CFR part 26 Financial ABsistance Use
of Univel"8&lIdentifier and Central
Contractor Registration and 2 CFR
part 170Reporting Subaward and Exec-
utive Compensation Information. See
also sta.tutory requJ1'ements for whis-
tleblower protecttons at 10U.S.C. 2409,
U U.S.C. 4712, and 10 U.S.C. 2324. 41
U.S.C. 431>4and 4310.

'200.801 Performance me8Bllrement.
The Federal awarding agency must

require the reoipient to use OMB-ap-
proved standard information colleo-
tions when providing nnancial and per-
formance information. As appropriate
and in accordance with above men-
tioned informa.tion collections, the
Federal awarding agency must require
the reoipient to relate financial data to
performanoe accomplishments of the
Federal award. Also, in accordanoe
with above mentioned standard infor-
mation collections. and when applica-
ble, recipients must also provide cost
information to demonstrate cost effec-
tive practices (e.g., through unit oost
data). The recipient's performance
should be measured in a wa.y that will
help the Federal awarding agency and
other non-Federal entities to improve
program outcomes, share lessons
learned, and spread the adoption of
promising practices. The Federal
awarding agency should provide recipi-
ents with olear performanoe goals, in-
dicators, and milestonee as described in
§2OO.210 Information contained in a
Federal award. Performance reporting
frequency and oontent should be estab-
lished to not only allow the Federal
awarding agenoy to understand the re-
cipient progress but also to facilitate
identification of promising practices
among recipients and build the evi-
dence upon which the Federal a.warding
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agency's program and psrtormanoe de-
otstons are made.
{78 FR 78608, Dec. 26, 2018, Il8 amended a.t 79
FR 76883,Dec. 19, :liB]

1200.302 Financial mlllUlgement.
(a) Each state must expend 8Jld ac-

count for the Federal award in accord-
snce with state laws 8Jldprocedures for
expencllilg and a.ccounting for the
state's own funds. In addition, the
state's and the other non-Federal enti-
ty's financial management systems, in-
cluding records documenting compu-
sece with FedersJ etatutes, regula-
tions, and the terms and conditions of
the Federal award, must be sufficient
to permit the preparation of reports re-
quired by general and program-specific
terms and conditions; and the tracing
of funds to a level of expenditures ade-
quate to establish that such funds have
been used according to the Federal
statutes, regulations, and the terms
and conditions of the Federal award.
See also § 200.450 Lobbying.

(b) The financial ma.nagement sys-
tem of each non-Federal entity must
provide for the following (see also
§§200.333 Retention requirements for
records, 200.334 Requestll for transfer of
records, 200.385 Methods for collection,
transmiBBion and storage of informa-
tion, 200.336 Access to records, and
200.337 Restrictions on public access to
records):

(1) Identification, in its accounts, of
all Federal awards received and ex-
pended and the Federal programs under
which they were received. Federal pro-
gram and Federal award identification
must include, as applicable, the CFDA
title and number, Federal award identi-
fication number and year, name of the
Federal agency, and name of the pass-
through entity, if any.

(2) Accurate, current, and complete
disclosure of the financial results of
each Federal award or program in ac-
cordanoe with the reporting require-
ments set forth in H200.327 Financial
reporting and 200.328 Monitoring and
reporting program performance. If a
Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains its records on
other than an accrual basis, the recipi-
ent must not be required to establish
an accrual accounting SYlltem.This re-

2 CFRCh. II (1-1-15 EdlHon)

c1pient may develop accrual data for
its reports on the basis of an analysis
of the documentation on band. Simi-
larly, a pass-through entity must not
require a subrecipient to establish an
acorual a.ccounttng system and must
allow the subrec1pient to develop ac-
crual data for its reports on the basis
of an analysis of the dooumentation on
hand.

(3) Records that identify adequately
the source and application of funds for
federally-funded activities. These
records must contain information per-
ta1n1ng to Federal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, expenditures, income and
interest and be supported by source
documentation.

(4) Effective control over, and ac-
countability for, all funds, property.
and other assets. The non-Federal enti-
ty must adequately safeguard all assets
and aasnre that they are used solely for
authorized purposes. See §200.303 Inter-
nal controls.

(5) Comparison of expenditures with
budget amounts for each Federal
award.

(6) Written procedures to implement
the requirements of 1200.305 Payment.
(1) Written procedures for deter-

mining the allowab11ity of costs in ac-
cordance with Subpart E-Cost Prin-
ciples of this part and the terms and
conditions of the Federal award.

f 200.sos Internal coutrou.
The non-Federal entity must:
(a) EBtablish and maintain effective

internal control over the Federal
award that provides reasonable assur-
ance that the non-Federal entity is
managing the Federal award in compli-
ance with Federal statutes, regula-
tions, and the terms and conditions of
the Federal award. These internal con-
trols should be in compliance with
guidance in "Standards for Internal
Control 1n the Federal Government"
Isaued by the Comptroller General of
the United States or the "Internal Con-
trol Integrated Framework", iBBuedby
the Committee of Sponsoring Organiza-
tions of the Treadway CommiBBion
(COSO).

(b) Comply with Federal statutes,
regulations, and the tenus and condi-
tions of the FederaJ awards.
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(c) Evaluate s.nd monitor the non-
Federal entity's compliance with eta.t-
utes, regulations and the terms and
conditions of Federal awards.

(d) Take prompt action when in-
stances of noncompliance are ident1l1ed
including noncomplls.noe identified in
audit {"mdings.

(e) Take reasonable mea.snres to safe-
guard protected personally identifiable
information and other information the
Federal awarding agency or pass-
through entity designates as sensitive
or the non-Federal entity considers
sensttive consistent with e.pplicable
Federal, state, local, and tribal laws re-
garding privacy and obUgations of con-
fidentiaUty.
['78FR 78608, Dec. 26, 2013, as &mended at 79
FR 76883, Dec.19, 2014]

f 200.304 Bonds.
The Federal awarding agency may in-

clude a provision on bonding, insur-
ance, or both in the following cir-
cumstances:

(a) Where the Federal Government
guarantees or insures the repayment of
money borrowed by the recipient, the
Federal awarding agency, at its discre-
tion, may require adequate bonding
s.nd insurance if the bonding and insur-
ance requirements of the non-Federal
entity are not deemed adequate to pro-
tect the interest of the Federal Govern-
ment.

(b) The Federal awarding agency may
require adequate fidelity bond ooverage
where the non-Federal entity laoks BUf-

fictent coverage to protect the Federal
Government's interest.

(c) Where bonds are required in the
situations described above, the bonds
must be obtained from companies hold-
ing cert1t1cates of authority as accept-
able sureties, as prescribed in 31 CFR
Part 223, "Surety Companies Doing
Busmese with the United States."

§200.305 Payment.
(a) For states, payments are gov-

erned by Treasury-State CMIA·agree-
ments and default procedures codified
at 31 CFR Part 205 "Rules and Proce-
dures for Et.r1cient Federal-State Funds
Transfers" and TFM 4A-2000 Overall
Disbursing Rules for All Federal Agen-
cies.

§2OO.305

(b) For non-Federal entities other
than states, payments methods must.
minimize the time elapsing between
the transfer of funds from the United
States Treasury or the pass-through
entity and the disbursement by the
non-Federal entity whether the pay-
ment is made by electronic funds
transfer, or issuance or redemption of
checks, warrants, or payment by other
means. See also 1200.302 Financ1&1
management paragra.ph (b)(6). Except
as noted elsewhere in this part. Federal
agencies must require recipients to use
only OMB-approved standard govern-
mentwide information oollection re-
quests to request payment.
(1) The non-Federal entity must be

paid in advance, provided it maintains
or demonstrates the w1l1ingness to
maintain both written procedures that
minimize the time elapsing between
the transfer of funds and disbursement
by the non-Federal entity, and finan-
cial management systems that meet
the standards for fund oontrol and ac-
countability as established in this part.
Advance payments to a non-Federal en-
tity must be limited to the minimum
amounts needed and be timed to be in
accordance with the actual, immedia.te
cash requirements of the non-Federal
entity in carrying out the purpose of
the a.pproved program or project. The
timing and amount of advance pay-
ments must be as close as is adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity
for direot program or project costs s.nd
the proportiona.te share of any allow-
able indirect costs. The non-Federal
entity must make timely payment to
contraotors in accordance with the
contract provtstons,

(2) Whenever possible, advance pay-
ments must be consolidated to cover
anticipated cash needs for all Federal
awards made by the Federal awarding
agency to the recipient.

(1) Advance payment mechanisms in-
clude, but. are not limited to, Trea.sury
check a.nd electronio funds transfer s.nd
must comply with applicable guidance
in 31CFR part 208.

(11)Non-Federal entities must bs au-
thorized to submit requests for advance
payments and reimbursements at least
monthly when electronic fund transfers
are not used. and as often as they like
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when electronic transfers are used, in
accordance with the provistone of the
Electronic Fund Transfer Act (15
U.S.C. 1693-1693r).

(3) Reimbursement 1s the preferred
method when the requirements 1npara-
graph (b) cannot be met, when the Fed-
eral awarding agency sets a specific
condition per 1200.207SpecifiC condi-
tions, or when the non-Federal entity
requests payment by reimbursement.
Thill method may be used on any Fed-
eral award for construction, or if the
major portion of the construction
project is accompllBbed through pri-
vate market financing or Federal
loans, and the Federal award con-
stitutes a minor portion of the project.
When the reimbursement method Is
used, the Federal awarding agency or
p&S5-through entity must make pay-
ment within 30 calendar days a.fter re-
ceipt of the billing. unless the Federal
awarding agency or pass-through enti-
ty reasonably believes the request to
be improper.

(4) If the non-Federal entity cannot
meet the criteria for advance payments
and the Federal awarding agency or
pass-through entity has determined
that reimbursement is not fea.sible be-
cause the non-Federal entity lacks suf-
ficient working capital, the Fedenl
awarding agency or pa.ss-through enti-
ty may provide cash on a working cap-
ital advance ba.sis. Under this proce-
dure, the Federal awarding agenoy or
pass-throngh entity must advance cash
payments to the non-Federal entity to
oover its estimated disbursement needs
for an initial period generally geared
to the non-Federal entity's disbursing
cycle. Tbere\lfter, the Federal award-
ing agenoy or pass-through entity must
reimburse the non-Federal entity for
its actual cash dtsbursementB. Use of
the working capital advance method of
payment requ1res that the pass-
through entity provide timely advance
payments to any subreciplents in order
to meet the subreclpient's actual cash
disbursements. The working capital ad-
vance method of payment must not be
used by the pass-through entity if the
reason for using this method is the un-
willillgnsss or inability of the pass-
through entity to provide timely ad-
vance payments to the subrecipient to

2 CFRCh. II (1-1-15 Ecltlon)

meet the subrecipient's actual cash dis-
bursements.

(5) Use of resources before requesting
cash advance payments. To the extent
available, the non-Federal entity must
disburse funds available from program
income (including repayments to a re-
volving fund), rebates, refunds, con-
tract settlements, audit recoveries, and
interest ea.rned on such funds before re-
questing additional cash payments.

(6)Unless otherwise required by Fed-
eral statutes, paymentB for allowa.ble
costa by non-Federal entities must not
be withheld at any time during the pe-
riod of performance unless the condi-
tIons of §§200.20'7Specific conditions,
Subpart D-Post Federal Award Re-
quirements of this part, 200.338Rem-
edies for Noncompliance, or one or
more of the following applies:

(1)The non-Federal entity haa failed
to comply with the project objectives,
Federal statutes, regulations, or the
terms and conditions of the Federal
award.

(11)The non-Federal entity Is delin-
quent in a debt to the United States as
defined in OMB GuJdanoe A-l29, "Poli-
cies for Federal Credit Programs and
Non-Tax Receivables." Under such con-
ditions. the Federal awarding agency
or pass-through entIty may. upon rea-
sonable notice, inform the non-Federal
entity tha.t payments must not be
made for obligations incurred after a
specified date until the conditions are
corrected or the Indebtedneee to the
Federal Government Is liquidated.

(Ul) A payment withheld for failure
to comply with Federal award ccnm-
tions, but without suspension of the
Federal award, must be released to the
non-Federa.l entity upon subsequent
compliance. When a Federal award is
suspended, payment adjustments will
be made in accordance with 1200.342Ef-
fects of suspension and termination.

(iv) A pa.yment must not be made to
a. non-Federal entity for amounts that
are withheld by the non-Federal entity
from pa.yment to contractors to assure
satIsfactory completion of work. A
payment must be made when the non-
Federal ent1ty actually disburses the
withheld funds to the contractors or to
escrow accounts established to assure
satrsractcrv completion of work.
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(7) Standards governing the use of
banks and other institutions a8 deposi-
tories of advance payments under Fed-
eral awards are as follows.

(1) The Federal awarding agency and
pass-through entity must not require
separate depository accounts for funds
provided to a non-Federal entity or es-
tablish any eligibility requirements for
depositories for funds provided to the
non-Federal entity. However. the non-
Federal entity must be able to account
for the receipt. obligation and expendi-
ture of funds.

(11) Advance payments of Federal
funds must be deposited and main-
tained In insured accounts whenever
possible.
(8) The non-Federal entity must

maintain advance payments of Federa.l
awards in interest-bearing accounts,
unless the following apply.

(1) The non-Federal ent.ity receives
less than $120,000 in Federal awards per
year.

(11) The best reasonably available in-
terest-bearing account would not be ex-
pected to earn interest in excess of $500
per year on Federal cash balances.
(iii) The depository would require an

average or m1n1mwn balance so high
that it would not be feasible within the
expected Federal '!oDdnon-Federal cash
resources.
(iv) A foreign government or banking

system prohibits or precludes interest
bea.ring accounts.
(9) Interest earned amounts up to $500

per year may be reta.1ned by the non-
Federal entity for adm1n1strative ex-
pense. Any additional interest earned
on Federal advance payments depoSited
in interest-bearing accounts must be
remitted annually to the Department
of Health and Human Servioes Pay-
ment Management System (PMS)
through an electronic medium using ei-
ther Automated Clearing House (ACH)
network or a Fedw1re Funds Service
payment. Remittances must include
pertinent Information of the payee and
nature of payment in the memo area
(often referred to as "addenda reoords"
by FinanCial InstitutiOns) as that will
assist in the timely posting of inter-
ested earned on federal funds. Perti-
nent details include the Payee Aocount
Number (PAN) if the payment origi-
nated from PMS, or Agency informa-

§200.306

tion if the payment originated from
ASAP, NSF or another federal agency
payment system. The remittance must
be submitted as follows:

(1) For ACEReturns:
RoutiugNumber:051036'706
Accountnumber:803000
Bank NameaDdLocation:Credit Gateway-
ACEReceiverSt. Paul, MN
(ii) For Fedwire Returns*:

Rout1ngNumber:02l~
Accountnumber:75010501
Bank Nameand Location: Federal Reserve
Bank Treaa NYCIFDIldsTra.nsferDiv1stOD
NewYork,NY

(. Please DOteorganization lnit1ating pay-
ment Is likely to incur a cha.rgefrom your
Financial lnetltution for this type of pay-
ment)

(111) For International ACHReturns:
BeDeficiaryAccount:Federal ReserveBank
ofNewYorklITS(FRBNYIITB)

Bank:O1tlba.nkN.A.(NewYork)
SwiftCode:CITIUS33
AccountNumber:36838868
Bank Address:388GreenWIchStreet, New
York.NY10013USA

PaymentDetails(Line70):AgeDcy
Name (abbreviatedwben pollfllble)and ALe
AgenoyPOC:MichelleHaney.(301)49'6-5065
(iv) For recipients that do not have

electronic remittance capability,
please make check- payable to: "The
Department of Health and Human
Services."
MailCheckto Treasury approvedlookbox:

HHB Prorram Support Center, P.O. BOll
5302S1,Atlanta, GA~1

(*. Pleaseallow4-6 weeksfor prooe8Bingofa
paymentbycheck to be appliedto the appro-
priate PMS account)

(v) Any additional informationl1n-
structions may be found on the PMS
Web site at http://www.dpm.psc.g01)/.

[78 FR 78608, Dec. 36, 2013,&l! amendedat 79
FR 758ll8. Dec.19,2OH)

§200.306 Coat shariDg or matching.
(a) Under Federal research proposals.

voluntary committ.ed cost sharing Is
not expected. It cannot be used as a
factor during the merit review of appli-
cations or proposals. but may be con-
sidered if it is both in accordance with
Federal awarding agency regulations
and specified in a notice of funding op-
portunity. Criteria for considering vol-
untary committed cost sharing and
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any other program policy factors that
may be used to determine who may re-
ceive a Federal award must be explic-
Itly described In the notice of funding
opportunity. See also §§200.414Indirect
(F&A) costs. 200.203Notices of funding
opportunities. and Appendix I to Part
200--Full Text of Notice of Funding Op-
portunity.
(b) For all Federal awards, any

snared costs or matching funds and all
contributions, including cash and third
party in-kind contributions, must be
accepted as part of the non-Federal en-
tity's cost sharing or matching when
such contributions meet all of the fol-
lowing criteria:
(I) Are verifiable from the non-Fed-

eral entity's records;
(2)Are not inoluded as contributions

for any other Federal award;
(3) Are necessary and reasonable for

accomplishment of project or program
objectives;
(4) Are allowable under Subpart ~

Cost Principles of this part;
(5) Are not paid by the Federal Gov-

ernment under another Federal award,
except where the Federal statute au-
thorizing a program specifically pro-
vides that Federal funds made avail-
able for such program can be applied to
matching or cost sharing requirements
of other Federal programs;
(6) Are provided for in the approved

budget when required by the Federal
awarding agency; and
(7) Conform to other provisions of

this part, &Il applicable.
(c) Unrecovered indirect costs, in-

cluding indirect costs on cost sharing
or matching may be included as part of
cost sharing or matching only with the
prior approval of the Federal awarding
agency. Unrecovered indirect cost
means the differenoe between the
amount charged to the Federal award
and the amount which could have been
charged to the Federal award under the
non-Federa.l entity's approved nego-
tia.ted indirect cost rate.
(d) Values for non-Federal entity

contrlbutione of services and property
must be established In accordance with
the cost principles in Subpart E-Cost
Principles. If a Federal awarding agen-
cy authorizes the non-Federal entity to
donate bulldlngs or land for construe-
tionJfacilities acquisition projects or

2 CFRCh. U (1-1-15 Edition)

long-term use, the value of the donated
property for cost sharing or matching
must be the lesser of paragraphs (d)(l)
or (2) of this section.
(1)The value of the remaining life of

the property recorded in the non-Fed-
eral entity's acoounting recorda at the
time of donation.
(2) The current fair market value.

However, when there is sufficient jus-
tification, the Federal awarding agen-
cy may approve the use of the current
fair market value of the donated prop-
erty, even if It exceeds the value de-
scribed in (1)above at the time of dona-
t1on.
(e) Volunteer services furnished by

third-party professional and technical
personnel, consultants. and other
skilled and unskilled labor may be
counted as cost sharing or matching if
the service is an integral and necessary
part of an approved project or program.
Rates for third-party volunteer serv-
ices must be consistent with those paid
for similar work by the non-Federal en-
tity. In those instances in which the
required sldlls are not found in the
non-Federal entity. rates must be con-
sistent with those paid for similar
work in the labor market in which the
non-Federal entity competes for the
kind of services involved. In either
case, paid fringe benefits that are rea-
sonable, necessary, allocable, and oth-
erwise allowable may be included in
the valuation.
(f) When a third-party organ.1za.tion

furnishes the services of a.n employee,
these services must be valued at the
employee's regular rate of pay plus an
amount of fringe benefits that is rea.
sonable, neces8&l'Y,allocable, and oth-
erwise allowable, and indirect costs at
either the third-pa.rt;y organization's
approved federally negotiated indirect
cost rate or, a rate in accordance with
§200.414Indirect (F&A) costs, para-
graph (d), provided these services em-
ploy the same sk1l1(s) for which the
employee Is normally paid. Where do-
nated services are treated as indirect
costs, indirect cost rates will separate
the value of the donated services so
that reimbursement for the dona.ted
services will not be made.

110

AlTACHMENT _••••2 _
PAGE ••.~:L..OF ..•_!:±~~.PAGES



OMB Guidance

(g) Douated property from third par-
ties may include such IteJIl8 as equip-
ment, office supplies, laboratory sup-
plies, or workshop and olassroom sup-
plies. Value assessed to douated prop-
erty included in the oost sharing or
matching share must not exceed the
fair ma.rket value of the property at
the time of the donation.
(h) The method used for determin1Dg

cost sharing or matching for third-
party-donated equipment, buildings
and land for which title passes to the
non-Federal entity may differ accord-
ing to the purpose of the Federal
award, If paragraph (h)(l) or (2) of this
section applies.
(1) If the purpose of the Federa.l

award is to assist the non-Federal enti-
ty 1n the acquisition of equipment,
buildings or land, the aggregate value
of the donated property may be
claimed as cost sharing or matching.
(2) If the purpose of the Federal

award Is to support activit1es that re-
quire the use of equipment, buildings
or land, normally only depreciation
charges for equipment and buildings
may be made. However, the fair market
value of equipment or other capital as-
sets and fair rental charges for land
may be allowed, provided that the Fed-
eral awarding agency has approved the
charges. See also 1200.420 Consider-
attons for selected items of cost.
(1) The value of donated property

must be determ1ned in accordance with
the usual accounting policIes of the
non-Federal entity, with the following
qualifications:
(1) The value of dona.ted land and

buildings must not exceed its fair mar-
ket value at the time of donation to
the non-Federal ent1ty as established
by an independent appraiser (e.s., cer-
tified real property appraiser or Gen-
eral Services Administration rep-
resentative) and certified by a respon-
sible orncial of the non-Federal entity
as required by the Uniform Relocation
Assistance and Real Property Acquisi-
tion Policies Act of 1970. as amended,
(42 U.S.C. 4601-4655) (Uniform Act) ex-
cept as provided in the implementing
regulations at 49 CFR part 24.
(2) The value of donated equipment

must not exceed the fair market value
of equipment of the same age and con-
dition at the time of donation.

§2OO.307

(3) The value of donated space must
not exceed the fair rental value of com-
parable space as established by an inde-
pendent a.ppra1Jlalof comparable space
and fac!l1ties 1n a privately-owned
building in the same locality.
(4) The value of loaned equipment

must not exceed its fair rental value.
(j) For third-party in-kind contribu-

tiODS,the fa.ir ma.rket value of goods
and services must be documented and
to the extent fBS.8iblesupported by the
same methods used internally by the
non-Federal entity.
(k) For IHEs, see also OMB memo-

randum M-01-06. dated January 5, 2001,
Clarification of OMB A-21 Treatment
of Voluntary Uncommitted Cost Shar-
ing and Tuition Remission Costs.
['18FR 78608.Dec. 26, 2013, as amended a.t 79
FR 75883,Dec. 19, 2014]

§200.307 Prorram income.
(a) General. Non-Federal entities are

encouraged to earn income to defray
program costs where a.ppropria.te.
(b) con of generating prOflTam income.

If authorized by Federal regulatiOns or
the Federal award, costs incidental to
the generation of program Income may
be deducted from groas income to de-
termine program income, provided
these costs have not been charged to
the Federal award.
(c) Governmental Tevenues. Taxes, spe-

cial &ss888ments. levies, fines, and
other suca revenues raised by a non-
Federal entity are not program income
unless the revenues are specifically
identified in the Federal award or Fed-
eral awarding agency regulations as
progra.mincome.
(d) PToperty. Proceeds from the sale

of real property, equipment, or supplies
a.renot program income; such proceeds
will be handled in accordance with the
requirements of Subpart D-Post Fed-
eral Award Requirements of this part,
Property Standards 11200.311 Real prop-
erty, 200.818 Equipment, and 200.314
Supplies, or as specifically identified in
Federal statutes, regulations. or the
terms and conditions of the Federal
award.
(e) Use of pTogram Income. If the Fed-

eral awarding agency does not specify
in its regulations or the terms and con-
ditions of the Federal a.wa.rd,or give
prior approval for how program income
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is to be used. paragraph (e)(I) of this
sectlon must apply. For Federal awards
made to IHEs and nonprofit research
institutlons. if the Federal awarding
agency does not specify in its regula-
tions or the terms and conditions of
the Federal award how program income
is to be used. paragraph (e)(2) of this
section must apply. In speclfy1ngalter-
natives to paragraphs (e)(1) and (2) of
this section, the Federal awarding
agency may distinguish between in-
come earned by the recipient and in-
come earned by subreclplents and be-
tween the sources, kinds, or amounts
of income. When the Federal awarding
agency authorizes the approaches in
paragraphs (e)(2)and (3) of this section.
program income in excess of any
amounts specifled must also be de-
ducted from expenditures.

(1) Deduction. Ordinarily program in-
come must be deducted from total al-
lowable costs to determine the net al-
lowable costs. Program income must be
used for current costs unless the Fed-
eral awarding agency a.uthorizes other-
wise. Program income that the non-
Federal entity did not anticipate at the
time of the Federal award must be used
to reduce the Federal award and non-
Federal entity contributions rather
than to increase the funds committed
to the project.

(2) Addition. With prior approval of
the Federal awarding agency (except
for mEa and nonprofit resea.rch insti-
tutions, as described in paragraph (e) of
this section) program income may be
added to the Federal award by the Fed-
eral agency and the non-Federal enti-
ty. The program income must be used
for the purposes and under the condi-
tions of the Federal award.

(3) Cost sharing or matching. With
prior approval of the Federal awarding
agency, program income may be used
to meet the cost sharing or matching
requirement of the Federal award. The
amount of the Federal award remains
the same.

(!) Income after the period of perform-
ance. There are no Federal require-
ments governing the disposition of in-
come earned after the end of the period
of performance for the Federal award,
unless the Federal awarding agency
regulations or the terms and condi-
tions of the Federal award provide oth-

2 CFR Ch. II (1-1-15 Edition)

erwise. The Federal lI.wa.rd:ingagency
may negotiate agreements with recipi-
ents regarding appropriate uses of in-
come earned after the period of per-
formance as part of the grant closeout
process. See also §200.843 Closeout.
(g) Unless the Federal statute. regu-

lations. or terms and conditions for the
Federal award provide otherwise. the
non-Federal entity has no obligation to
the Federal awarding agency with re-
spect to program income earned from
license fees and royalties for copy-
righted material, patents, patent appli-
cations. trademar~B, and inventions
made under a. Federal award to which
S'7 CFR part 401. "Rights to Inventions
Made by Nonprofit Organizations and
Small Business Finns Under Govern-
ment Awards, Contracte and Coopera-
tive Agreements" is applicable.
[78 FR 78608.Dec. 26. 2018. &II amended at 79
FR 75884,Dec. 19, 2014]

1200.308 BevisiODof bud,et and pro·
poamplBDa.

(a) The approved budget for the Fed-
eral award snmmarizee the financial
aspects of the project or program 8.B ap-
proved during the Federal award proc-
ess. It may include either the Federal
and non-Federal share (see §2OlJ.43 Fed-
eral share) or only the Federal share.
depending upon Federal awarding agen-
cy requirements. It must be related to
performance for program evaluation
purposes whenever appropriate.
(b) Recipients are required to report

devia.tions from budget or project scope
or objective, and request prior approv-
als from Federal awarding agencies for
budget a.nd program plan revisions, in
accordance with this seotion.
(c) For non-construction Federal

awards. recipients must request prior
approvals from Federal awarding agen-
cies for one or more of the following
program or budget-related reasons:
(1) Change in the scope or the objec-

tive of the project or program (even if
there Is no assooiated budget revision
requiring prior written approval).
(2) Change in a key person spec1fied

in the application or the Federal
award.
(3) The disengagement from the

project for more than three months, or
a 25percent reduction in time devoted

112

AlTACHMENT ••_.I2 __.... _.•_
PAGE •__2Y__.OF _..!1.~.. PAGES



OMB Guidance

to the project, by the approved project
director or principal investigator.

(4) The inclusion, unless waived by
the Federal awarding agency, of costs
that require prior approval in accord-
ance with Subpart E-Cost Principles
of this part or 45CFR part 75Appendix
IX, "Principles for Determining Costs
Applicable to Rese&l'ch and Develop-
ment under Awards and Contracts with
Hospitals," or 48 CFR part 31, "Con-
tract Cost Principles and Procedures,"
as applicable.

(5)The transfer of funds budgeted for
participant support costs as defined in
§200.75 Participant support COBts to
other categories of expense.

(6) Unless described in the applica-
tion and funded in the approved Fed-
eral awards, the Bubawarding, transfer-
ring or contracting out of any work
under a Federal award, including fixed
amount subawards as described in
§200.832Fixed amount subawards. This
provision does not apply to the acquisi-
tion of supplies, material, equipment
or general support services.

(7) Changes in the approved cost-
sharing or matching provided by the
non-Federal entity. No other prior ap-
proval requirements for specific items
may be imposed unless an exception
has been approved by OMB. Bee also
§§200.102Exceptions and 200.407Prior
written approval (prior approval).

(8) The need &rises for additional
Federal funds to complete the project.

(d) Except for requirements listed 1n
pa.ra.graph (c)(I) of this section, the
Federal awarding agency is authorized,
at its option, to waive prior written ap-
provals required by paragraph (c) this
section. Such waivers may include au-
thorizing recipients to do anyone or
more of the following:

(1) Incur project costs 90 calendar
dayS befote the Federal awarding agen-
cy makes the Federal award. Expenses
more than 90 calendar days pre-award
require prior approval of the Federal
awarding agency. All costs incurred be-
fore the Federal awarding agency
makes the Federal award are at the re-
cipient's risk (i.e.• the Federal award-
ing agency is under no obligation to re-
imburse such costs if for any reason
the recipient does not receive a Federal
award or if the Federal award is less
than anticipated and inadequate to

§200.308

cover such costs). See also §2OO.458Pre-
award costs.

(2) Ini tiate a one-time extension of
the period of performance by up to 12
months unless one or more of the con-
ditions outlined in paragraphs (d)(2)(i)
through (11i)of this section apply. For
one-time extensions. the recipient
must notify the Federal awarding
agency in writing with the supporting
reasons and revised period of perform-
ance at least 10 calendar days before
the end of the period of performance
specified in the Federal award. This
one-time extension may not be exer-
cised merely for the purpose of using
unobligated balances. Extensions re-
quire expliCit prior Federal awarding
agency approval when:

(1) The terms and conditions of the
Federal award prohibit the extension.

(11)The extension requires additional
Federal funds.

(111) The extension involves any
change in the approved objectives or
scope of the project.

(3) Carry forward unobligated bal-
ances to subsequent periods of perform-
ance.

(4) For Federal awards tha.t support
research, unless the Federal awarding
agency provides otherwise in the Fed-
eral award or in the Federal awarding
agency's regulations. the prior ap-
proval requirements described in para-
graph (d) are automatically waived
(i.e., reciptents need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (d)(:!)ap-
plies.

(e) The Federal awa.rding agency
may, at its option, restrict the transfer
of funds among direct coat categories
or programs, functions and activities
for Federal awards in which the Fed-
eral share of the project exceeds the
Simplified Acquisition Threshold and
the cumulative amount of such trans-
fers exceeds or is expected to exceed 10
percent or the total budget as last ap-
proved by the Federa.l awarding agen-
cy. The Federal awarding agency can-
not permit a transfer that would cause
any Federal appropriation to be used
for purposes other than those con-
sfstent with the appropriation.

(f) All other changes to non-construc-
tion budgets, except for the changes de-
scribed in paragraph (0) of this section.
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do not require prior approval (see also
§200.407Prior written approval (prior
approval».
(g) For construction Federal awards.

the recipient must request prior writ-
ten approval promptly from the Fed-
eral awarding agency for budget revi-
sions whenever paragraph (g)(1), (2), or
(3) of this section applies.
(1) The revision results from changes

in the scope or the objective of the
project or program.
(2) The need arises for add1tional

Federal funds to complete the project.
(8) A revision is desired which in-

volves SpeCifiCcosts for which prior
written approval requirements may be
imposed consi8tent with applicable
OMB cost principles listed in Subpart
E--Cost Principles of thi8 part.
(4) No other prior approva.l require-

ments for budget revisions may be im-
posed unless an exception has been ap-
proved by OMB.
(5) When a Federal awarding agency

makes a Federal award that provides
support for construction and non-con-
struction work, the Federal awarding
agency may require the recipient to ob-
tain prior approval trom the Federal
awarding agency before making any
fund or budget transfers between the
two types of work supported.
(h) When requesting approval for

budget revisions, the recipient must
use the same format for budget infor-
mation that was used in the applica-
tion, unless the Federal awarding agen-
cy indicatee a letter of request suffices.
(i) Within 30 calendar days from the

date of receipt of the request for budg-
et revisions, the Federal awarding
agency must review the request and
notifY the recipient whether the budget
revisions have been approved. H the re-
vision is stin under consideration at
the end of 30 calendar days, the Federal
awarding agency must inform the re-
Cipient in writing of the date when the
recipient may expect the deciBion.
['18FE 78608, Dec.26, 2013, as amended at 79
FE '15884,Dec.19.2014]

t 200.809 Period of periol"1lUlDce.
A non-Federal entity may charge to

the Federal award only allowable costs
incurred during the period of perform-
ance (except as described in §200.461
Publication and printing costs) and

2 CFR Ch. II (1-1-15 Edition)

a.ny costs incurred before the Federal
awarding agency or pase-througb enti-
ty made the Federal award that were
authorized by the Federal awarding
agency or pass-through entity.
[78 FE 78608,Dec.26, 2013, as amended at 79
FE 75884.Dec.19. 2(14)

PROPERTYSTANDARDS

§200.310 m8Ul"8Dce coverage.
The non-Federal entity must, at a

minimum, provide the equivalent in-
surance coverage Ior real property and
equipment e.cquired or improved with
Federal funds as provided to property
owned by the non-Federal entity. Fed-
erally-owned property need not be in-
sured unless required by the terms and
conditions of the Federal award.

§200.311 Real property.
(a) Title. Subject to the obligations

and conditions set forth in this section,
title to real property acquired or im-
proved under a Federal award will vest
upon acquisition in the non-Federal en-
tity.
(b) Use. Except as otherwise provided

by Federal statutes or by the Federal
awarding agency, real property will be
used for the originally authorized pur-
pose as long as needed ror that purpose,
during which time the non-Federal en-
tity must not dispose of or encumber
its title or other interests.
(c) Disposition. When real property is

no longer needed for the originally au-
thorized purpose, the non-Federal enti-
ty must obtain disposition instructions
tram the Federal awarding agenoy or
pass-through entity. The ·instructions
must provide for one of the following
al ternativss:

(1) Retain title after compensating
the Federal awarding agency. The
amount paid to the Federa.l awarding
agency will be computed by applying
the Federal awarding agency's percent-
age of participation in the cost of the
original purchase (and costs of any im-
provements) to the fair market value
of the property. However, in those situ-
ations wbere the non-Federal entity is
disposing of real property acquired or
improved with a Federal award and ac-
quiring replacement real property
under the same Federal award, the net
proceeds from the cUspositlon may be
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Wledas an offset to the cost of the re-
placement property.

(2) Sell the property and compensate
the Federal awarding agency. The
amount due to the Federal awarding
agency will be calculated by applying
the Federal awarding agency's percent-
age of participation in the cost of the
original purchase (and cost of any im-
provements) to the proceeds of the sa.le
after deduction of any actual and rear
sonable selling and fixing-up expenses.
If the Federal award bas not been
closed out, the net proceeds from sale
may be offset against the original cost
of the property. When the non-Federal
entity is directed to sell property, sales
procedures must be followed that pro-
v1de for competition to the extent
practicable and result in the highest
possible return.

(8) Transfer title to the Federal
awarding agency or to a third party
deeignatedlapproved by the Federal
awarding agency. The non-Federal en-
tity is entitled to be paid an amount
calculated by applying the non-Federal
entity's percentage of partfcipatton in
the purchase of the real property (and
cost of any improvements) to the cur-
rent fair market value of the property.
[78 FR 78606. Dec. 26. 2013, as amendedat 79
FR 75884. Dec. 19, 2014J

t 200.312 FederaDYoOwned and exempt
property.

(a) Title to federally-owned property
rema.1ns vested in the Federal Govern-
ment. The non-Federal entity must
submit annually an inventory listing of
federally-owned property in ita custody
to the Federal awa.i-dingagency. Upon
completion of the Federal award or
when the property 1sno longer needed,
the non-Federal entity must report the
property to the Federal awarding agen-
cy for fllrther Federal agency utrnsa-
tion.

(b) If the FederaJ awarding agency
has no further need for the property, it
must declare the property excess and
report it for disposal to the appropriate
Federal disposal authority. unless the
Federal a.wardlng agency has statntory
author1ty to dispose of the property by
alternative methods (e.g., the author-
1ty provided by the Federal Technology
Transfer Act (15U.S.C. 3710(i» to do-
nate research equipment to edu-

§200.313

cational and non-profit organizations
in accordance with Executive Order
12999. "Educational Technology: Ensur-
ing Opportunity for All Children in the
Next Century."). The Federal awarding
agenoy must issue appropriate instruc-
tions to the non-Federal entIty.

(c) Exempt federally-owned property
means property acquired under a Fed-
eral award where the Federal awarding
agency has chosen to vest title to the
property to the non-Federal entity
without further obligation to the Fed-
eral Government, based upon the ex-
pliCit terms and 'conditions of the Fed-
eral award. The Federal awa.rding agen-
cy may exercise th1s option when stat-
utory authority exists. Abeent statu-
tory authority and specifiC terms and
conditions of the Federal award, title
to exempt federa.lly-owned property ac-
qu1red under the Federal award rs-
ma.ins with the Federal Government.
[78 FR 78608, Dec. 26, :1013, IL6 amended at 79
FR 75884,Dec. 19. :1014]

§ 200.818 Equipment.
See also §200.439 Equipment and

other capital expenditures.
(a) Title. Subjeot to the obligations

and conditions set forth in this section.
title to equipment acquired under a
Federal award will vest upon acquisi-
tion in the non-Federal entity. Unless
a statute specifically authorizes the
Federal agency to vest title in the non-
Federal entity without fUrther obliga-
tion to the Federal Government, a.nd
the Federal agency elects to do 50, the
title must be a conditional title. Title
must vest in the non-Federal entity
subject to the following cond1tions:

(1) Use the equipment for the author-
ized purposes of the proleot during the
period of performance, or until the
property is no longer needed for the
purposes of the projeot.

(2) Not encumber the property with-
out approval of the Federal awarding
agency or pass-through entity.

(3) Use and d1spose of the property in
aooordance with paragraphs (b), (0) and
(e) of this section.

(b) A state must use, manage and dis-
pose of equipment acquired under a
Federal award by the state in accord-
anoe with state laws and procedures.
Other non-Federal entit1es must follow
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paragraphs (c) through (e) of this sec-
tion.

(c) Use. (1) Equipment must be used
by the non-Federal entity in the pro-
gram or project for which it was ac-
quired ae long aB needed. whether or
not the project or program continues
to be supported by the Federal award,
and the non-Federal entity must not
encumber the property without prior
approval of the Federal awarding agen-
cy. When no longer needed for the
original program or project. the equip-
ment may be used in other activities
supported by the Federal awarding
agency. in the following order of pri-
ority:

(1) Activities under a Federal award
from the Federal awarding agency
which funded the original program or
project. then

(ii) Activities under Federal awards
from other Federal awarding agencies.
This includes consolidated equipment
for information technology flYStems.

(2)During the time that equipment is
used on the project or program for
which it was acquired. the non-Federal
entity must also make equipment
available for use on other projects or
programs currently or previously sup-
ported by the Federal Government.
provided that such use will not inter-
fere with the work on the projects or
program for which it was originally ac-
quired. First preference for other use
must be given to other programs or
projects supported by Federal awarding
agency that financed the equipment
and second preference must be given to
programs or projects under Federal
awards from other Federal awarding
agencies. Use for non-federally-funded
programs or projects is also permis-
sible. User fees should be considered if
appropriate.

(3) Notwithstanding the encourage-
ment in §200.307Program income to
earn program income. the non-Federal
entity must not use equipment ac-
quired with the Federal award to pro-
vide services for a fee that is less than
private· companies charge for equiva-
lent services unless specifically author-
ized by Federal statute for as long as
the Federal Government retains an in-
terest in the equipment.

(4) When acquiring replacement
equipment, the non-Federal entity may

2 CFRCh. II (1-1-15 Edition)

use the equipment to be replaced as a
trade-in or sell the property and use
the prooeeds to offset the cost of the
replacement property.

(d) Management requirements, Prooe-
dures for managing equipment (includ-
ing repla.cement equipment), whether
acquired in whole or In part under a
Federal award, until dlspbsition takes
place will. as a minimum, meet the fol-
lowing requirements:

(1) Property records must be main-
tained that include a description of the
property, a serial number or other
identif1cation number, the source of
funding for the property (including the
FAIN). who holds title. the acquisition
date. and oost of the property, percent-
age of Federal participation in the
project costs for the Federal award
under which the property was acquired,
the location, use and condition of the
property. and any ultima.te disposition
data including the date of dlaposal and
sale price of the property.

(2) A physical inventory of the prop-
erty must be ta.ken and the results rec-
onciled with the property reoords at
least once every two years.

(3) A control Bystem must be devel-
oped to ensure adequate safeguards to
prevent loss, damage. or theft of the
property. Any loss, damage. or theft
must be investigated.

(4) AdeQua.temaintenance procedures
must be developed to keep the property
in good condition.

(5) If the non-Federal entity is au-
thorized or required to sell the prop-
erty. proper sales procedures must be
established to ensure the highest pos-
sible return.

(e) Disposition. When original or re-
placement equipment acquired under a
Federal award is no longer needed for
the original project or program or for
other activities currently or previously
supported by a Federal awarding agen-
cy. except &5 otherwise provided in
Federal statutes. regulations. or Fed-
eral awarding agency disposition in-
structions, the non-Federal entity
must request disposition instructions
from the Federal awarding agency if
required by the terms and conditions of
the Federal award. Disposition of the
equipment will be made as follows. in
accordance with Federal awarding
agency disposition instructions:
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(1)Items of equipment with a current
per unit fair market value of $5,000 or
less may be retained, sold or otherwise
disposed of with no further obligation
to the Federal awarding agency.
(2) Except as provided in §200.312 Fed-

erally-owned and exempt property,
pa.ragraph (b), or if the Federal award-
ing agency faUs to provide requested
disposition instructions w:1thin 120
days, items of equipment with a cur-
rent per-unit fair-market value in ex-
cess of $5.000 may be retained by the
non-Federal entity or sold. The Federal
awarding agency is entitled to an
amount calculated by multiplying the
current market value or proceeds from
sale by the Federal awarding agency's
percentage of participation in the cost
of the original purchase. If the equip-
ment is BOld. the Federal awarding
agenoy may permit the non-Federal en-
tity to deduct and retain from the Fed-
eral share $500 or ten percent of the
proceeds, whichever is lese, for its sell-
ing and handling expenses.
(3) The non-Federal entity may

transfer title to the property to the
Federal Government or to an eligible
third party provided that, in such
cases, the non-Federal entity must be
entitled to oompensatlon for its attrib-
utable percentage of the current fair
market value of the property.
(4) In cases where a non-Federal enti-

ty faUs to take appropriate disposition
actions, the Federal awarding agency
may direct the non-Federal enti ty to
take disposition actions.
[78 FR 78608, Dec. 26, 2018, a.samended at 79
FR 75884.Dec. 19. 2014]

§200.814 Suppl1ea.
See also §200.453 Materials and sup-

plies costs, including costs of com-
puting devices.
(a) Title to supplies will vest in the

non-Federal entity upon acquisition. If
there is a residual Inventory of unused
supplies exceeding $5.000 in total aggre-
gate value upon termination or com-
pletion of the project or program and
the euppliee are not needed for any
other FederaJ award. the non-Federal
entity muet retain the supplies for use
on other actIvities or sell them. but
must, in either case. compensate the
Federal Government for its share. The
amount of compensataon must be com-

§200.315

puted in the same manner as for equip-
ment. See §200.313 Equipment. para-
graph (eX2)for the calculation method-
ology.

(b) AI! long as the Federal Govern-
ment retains an interest in the sup-
plies. the non-FederaJ entity must not
use supplies acquired under a Federal
award to provide serv10es to other or-
ganizations for a fee that is less than
priva.te companies charge for equiva.-
lent services, unless specifically au-
thorized by Federal statute.

§200.316 Intangible property.
(a) Title to intangible property (see

§200.59 Intangible property) acquired
under a. Federal a.ward vesta upon ac-
quJsition in the non-Federal entity.
The non-Federal entity must use that
property for the originally-authorized
purpose, and must not encumber the
property without approval of the Fed-
eral awarding agency. When no longer
needed for the originally authorized
purpose. disposition of the intangible
property must occur in a.ccordance
with the provisions in 1200.313 Equip-
ment paragraph (e).
(b) The non-Federal entity may copy-

right any work that is subject to copy-
right and was developed. or for which
ownership was acquired, under a Fed-
eral award. The Federal awarding agen-
cy reserves a royalty-free, nonexclu-
sive and irrevocable right to reproduce,
publish. or otherwise use the work for
Federal purposes, and to a.uthorize oth-
ers to do so.
(c) The non-FederaJ entity is subject

to a.pplicable regulations governing
pa.tents and inventions, including gov-
ernmentwide regulations issued by the
Department of Commerce at 37 CFR
Part 401, "Rights to Inventions Made
by Nonprofit Organizations and Sma.ll
Business Firms Under Government
Awards, Contracts and Cooperative
Agreements ...
(d) The Federal Government has the

right to:
(1) Obtain. reproduce. publish. or oth-

erwise use the data produced under a
Federal award; and

(2) Authorize others to receive, repro-
duce. publish, or otherwise use sucb
da.ta for Federal purposes.
(e) Freedom of Information Act

(FOIA).
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(1) In response to a Freedom of Infor-
mation Act (FOIA)request for research
data. relatiDg to published research
findings produced under a Federal
award that were used by the Federal
Government in developing an agency
action that has the force and effect of
law, the Federal a.wa.rdlngagency must
request, a.nd the non-Federal entity
must provide, within a reasonable
time, the research da.ta so that they
can be ma.de available to the publ1c
through the procedures eetablished
under the !<'OlA.If the Federal award-
ing agency obtains the research da.ta
solely in response to a FOIA request,
the Federal awa.rding agency may
charge the requester a reasonable fee
equaling the full incremental cost of
obtaining the research data. This fee
should reDect coste incurred by the
Federal agency a.ndthe non-Federal en-
tity. This fee is in a.ddition to any fees
the Federal awarding agency may a8-
sess under the FOIA (5 U.B.C.
552(a)(4)(A».
(2)Published research findings means

when:
(1)Research findings are published in

a peer-reviewed sc1entific or technical
journal; or
(ii) A Federal agency publicly and of-

fioially cites the research findings in
support of an agency action that has
the force and effect of law. "Used by
the Federal Government in developing
an agency action that has the force and
effect of law" is defined as when an
agency publicly and officially cites the
research findings in support of an agen-
cy action that has the force and effect
of law.
(3)Research data means the recorded

factual material commonly accepted in
the scientifio community as necessary
to validate research findings, but not
any of the following: preliminary anal-
yses, drafts of scientific papers, plans
for future research, peer reviews. or
communications with colleagues. This
"recorded" material excludes physical
objects (e.g., laboratory samples). Re-
search data also do not include:
(i) Tra.de secrets, commercial infor-

mation, materials necessary to be held
confidential by a researcher until they
are publiehed, or similar information
which is protected under law; and

2 CFR Ch. II (1-1-15 EdItIon)

(11)Personnel and medical informa-
tion and similar information the dis-
closure of which would constitute a
clearly unwarranted invasion of per-
sonal privaOY.such as information that
could be used to identify a particular
person in a research study.
['18 FR 78608, Dec. 26, 2013, lLIl amendedat 79
FR '15884. Dec. 19. 20141

0200.316 Property trust rtdatioDBhip.
Real property, equipment, and intan-

gible property, that are acquired or im-
proved with a Federal awa.rd must be
held in trust by the non-Federal entity
as trustee for the beneficiaries of the
project or program under which the
property was acquired .or improved.
The Federal awarding agency may re-
QUirethe non-Federal entity to record
liens or other appropriate notices of
record to indicate that personal or real
property has been acquired or improved
with a Federal a.wa.rdand that use and
disposition conditions apply to the
property.

PROCUREMENT STANDARDS

§200.317 Procurements by nate ••
When procuring property a.nd eerv-

ices under a Federal award, a state
must follow the same polioies and pro-
cedures it uses for procurements from
its non-Federal funds. The state will
comply with §200.322 Procurement of
recovered materials and ensure tha.t
every purchase order or other contract
Includea any clauses required by sec-
tion §200.326 Contract provisions. All
other non-Federal entities, including
subrecipients of a. state, will follow
§§200.31B General proourement stand-
ards through 200.326Contract provi-
sions.

§200.318 General procurement atand·
ards.

(a) The non-Federal entity must use
its own documented procurement pro-
cedures whioh reflect applicable State,
local, and tribal laws and regulations,
provided that the procurements OOD-
form to applicable Federal law and the
standards identified in this part.
(b) Non-Federal entities must main-

tain oversight to ensure that contrac-
tors perform 1n accordance with the
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terms, conditions, and speCifications of
their contracts or purchase orders.
(c)(I) The non-Federal entity must

maintain written standards of conduct
covering conflicts of Interest and gov-
erning the actions of Its employees en-
gaged In the selection, award and ad-
ministration of contracts. No em-
ployee, officer, or agent may partici-
pate In the selection, award, or admin-
Istration of a contract supported by a
Federal award If he or she has a real or
apparent conflict of Interest. Such a
conflict of Interest would arise when
the employee, omcer, or agent, any
member of his or her immediate fam-
ily, his or her partner, or an organiza-
tion which employs or Is about to em-
ploy any of the parties Indicated here-
In, has a finanCial or other Interest In
or a tangible personal benefit from a
firm considered for a contract. The of-
ncers, employees, and agents of the
non-Federal entity may neither solicit
nor accept gratuities, favors, or any-
thing of monetary value !rom contrao-
tors or parties to subcontracts. How-
ever, non-Federal entities may set
lltan~ for situations In which the
l1nanclal1nterest is not substantial or
the gift Is an unsolicited item of nomi-
nal value. The standards of conduct
must provide for disciplinary actions
to be applied for violations of such
standards by omcers, employees, or
agents of the non-Federal entity.
(2) If the non-Federal entity has a

parent, a11lUate, or subsidiary organi-
zation that is not a state, local govern-
ment, or Indian tribe, the non-Federal
entity must aleo ma.lntaln written
standards of conduct covering organi-
zational conflicts of Interest. Orga.n1za-
tional conflicts of interest means that
because of relationships with a parent
company. affiliate, or subsidiary orga-
nization, the non-Federal entity is un-
able or appears to be unable to be im-
partial In conducting a procurement
action Involving a related organiza-
tion.
(d) The non-Federal entity's proce-

dures must avoid acquisition of unnec-
essary or duplicative Items. Consider-
ation should be given to consolidating
or breaking out procurements to ob-
tain a more economical purchase.
Where appropriate, an analyeis will be
made of lease versus purchase alter-

§200.318

natives, and any other appropriate
analysie to determine the most eco-
nomical approach.
(e) To foster greater economy and ef-

ficiency. and in accordance with efforts
to promote cost-effective use of shared
services across the Federal Govern-
ment, the non-Federa.lentity is encour-
aged to enter Into state and loca.llnter-
governmental agreements or Inter-en-
ttty agreements where a.pproprlate for
procurement or use of common or
shared goods and services.

(f) Tbe non-Federal entity Is encour-
aged to use Fe:dera.lexcess and surplus
property in lieu of purchasing new
equipment and property whenever such
use Is feasible and reduces project
costs.
(g) The non-Federal entity is encour-

aged to use value engineering clauses
in contracts for construotion projects
of suf11clentsize to offer reasonable op-
portunities for cost reductions. Value
engineering is a systema.tic and cre-
ative analysis of each contract item or
task to ensure that Its essentia.l func-
tion is provided a.t the overall lower
cost.
(h) The non-Federal entity must

a.ward contraots only to responsible
contractors possessing the ability to
perform successfully under the terms
and conditions of a proposed procure-
ment. Consideration will be given to
such matters as oontractor integrity,
compliance with public policy, record
of past performance, and financial and
technical resources. See also §200.212
Suspension and debarment.
(1) Tbe non-Federal entity must

maintain records sufficient to detail
the history of procurement. These
records will Include, but are not nec-
essarily limited to the following: ra-
tionale for the method of procurement,
selection of contract type, oontractor
selection or rejeotion, and the basis for
the oontract price.
(j)(l) The non-Federal entity may use

8. time and materials type contract
only after a determination that no
other contract is suitable and if the
contract Includes a ce1l1ngprice that
the contractor exceeds at its own risk.
Time and materiale type contract
means a contract whose cost to a non-
Federal entity is the Bumof:
(I) Tbe actual cost of materials; and
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(ii) Direct labor hours charged at
rued hourly rates tha.t reflect wages,
general and administrative expenses.
a.ndprofit.

(2) Since this formula generates an
open-ended contract pr1ce, a time-and-
materials contract provides no positive
profit incentive to the contractor for
cost control or la.bor efficiency. There-
fore, each contract must set a ceiling
price tha.t the contractor exceeds at its
own risk. Further, the non-Federal en-
tity awarding such a contract must IIS-
sert a high degree of oversight in order
to obtain relI.sonable asanrance tha.t
the contractor is using efficient meth-
ods and effective cost controls.

(k) The non-Federal entity alone
must be responsible. in accordance
with good administrative practice and
sound busiaese judgment, for the set-
tlement of all contractual and adminis-
trative issues &rising out of procure-
ments. These Iseues include, but are
not limited to. source evaluation, pro-
tests. disputes. and claims. These
standards do not relieve the non-Fed-
eral entity of any contractual respon-
sibilities under its contracts. The Fed-
eral awarding agency will not sub-
stitute its judgment for that of the
non-Federa.l entity unlees the matter is
primarily a Federal concern. Viola-
tions of law will be referred to the
local, state, or Federal authority hav-
ing proper jurisdiction.
[78 FR 7llllO8, Dec. 26, 2013, &8 a.mended at 79
FR 76884, Dec. 19, 2014]

§ 200.818 Competition.
(a) All procurement transactions

must be conducted in a manner pro-
viding full and open competition con-
sistent with the standards of this sec-
tion. In order to ensure objective con-
tractor performanoe and eUminate un-
fair competitive advantage, contrac-
tors that develop or draft specifica-
tions, requirements, statements of
work, or invitations for bids or re-
quests for proposals must be excluded
from competing for such procurements.
Some of the situaticns considered to be
restr1ctive of competition include but
are not l1mited to:

(1) Placing unreasonable require-
ments on firms in order for them to
qualify to do busmees:

2 CFRCh. II (1-1-15 Edition)

(2) Requiring unnecessary experience
and exceeelvebonding;
(8) Noncompetitive pricing practices

between firms or between affiliated
companies;

(4) Noncompetitive contracts to con-
sultants that are on reta.1ner contracts;

(5) Orga.nizationa.l con111ctsof inter-
est;

(6) Specifying only a "brand name"
product inetead of a.llowing"an equa.l"
product to be offered and deecribing
the performance or other relevant re-
quirements of the procurement; and

(7) Any a.rbitra.ry actaon in the pro-
curement procees.

(b) The non-Federal entity must con-
duct procurements in a manner that
prohibits the use of Btatutorl1y or ad-
ministratively imposed state, local, or
tribal geographical preferences 1n the
eva.luation of bids or proposals, except
in those cases where applicable Federal
statutes expreBBlymandate or encour-
age geographiC preference. Nothing in
this section preempts state licensing
laws. Wben contracting for architec-
tural and engineering (AlE) services,
geographic location may be a selection
cr1terion prov1ded its application
leaves an appropr1ate number of quali-
fied firms, given the nature and size of
the project, to compete for the con-
tract.

(c) The non-Federal entity must have
written procedures for procurement
transactions. Th68e procedures must
ensure tha.t all solicitations:
(1) Incorporate a clear and accurate

description of the technical require-
ments for the material, product, or
service to be procured. Such deecr1p-
tion must not, 1n competitive procure-
ments, conta.1n features wh1ch unduly
restrict competition. The description
may include a statement of the quali-
tative nature of the material, product
or service to be procured and, when
necessary, must set forth those min-
imum essential characteristics and
standa.rd.5to which it must conform if
it is to satisfy its intended use. De-
tailed produot specifications should be
avoided if at all possible. Wben it 1s
impractical or uneconomical to make a
clear and accurate descr1ption of the
technical requirements, a "brand name
or equivalent" descr1ption may be used
as a means to denne the performance
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or other sa,lient requirements of pro-
curement. The specific features of the
named brand which must be met by of-
fers must be clearly stated; and
(2) Identify all requirements which

the offerors must fulfill and all other
factors to be used in evaluating bids or
proposals.
(d) The non-Federal entity must en-

sure that all prequalif1ed lists of per-
SODS. firms. or products which are used
in acquiring goods and services are cur-
rent and include enough qualified
sources to ensure maximum open and
free competition. Also, the non-Federal
entity must not preclude potential bid-
ders from qualifying during the solici-
tation period.
['18 FR 78608, Dec. 26, 2013, as amended at 7S
FR 71i886,Dec. 19, 2014]

§200.820 Methods of procurement to
. be followed.
The non-Federal entity must use one

of the following methods of procure-
ment.
(a) Procurement by micro-purchases.

Procurement by micro-purchase is the
acquisition of Bupplies or services, the
aggregate dollar amount of which does
not exceed the micro-purchase thresh-
old (§ 200.67Micro-purchase). To the ex-
tent practicable. the non-Federal enti-
ty must distribute mtcro-purohaees eq-
uitably among Qualified suppliers.
Micro-purchases may be aW&l'dedwith-
out soliciting competitive quotations if
the non-Federal entity considers the
price to be reasonable,
(b) Procurement by small purchase

procedures. Small purchase procedures
are those relatively simple and infor-
mal procurement methods for securing
services, supplies, or other property
that do not cost more than the Sim·
pl1f1edAcquisition Threshold. If small
purcha.Beprocedures are used, price or
rate quotations must be obtained from
an adequate number of qualified
souroes.
(c) Procurement by sealed bids (for-

mal advertising). Bids are publicly so-
licited and a firm fixed price contract
(lump sum or unit price) is awarded to
the responsible bidder whose bid, con-
forming with all the material terms
and conditions of the invitation for
bids, is the lowest in price. The sealed
bid method is the preferred method for

§2oo.320

procuring' construction. if the condi-
tions in paragraph (c)(I) of this section
apply.
(1) In order for sealed bidding to be

feasible, the following conditions
should be present:
(i) A complete, adequate, and real-

istic specification or purchase descrip-
tion is available;
(ii) Two or more responsible bidders

are wllI1ng and able to compete effec-
tively for the busineee, and
(l1i)The procurement lends itself to a

firm fixed price contract and the selec-
tion of the successful bidder can be
made principally on the ba.sis of price.
(2) If sealed bids are used, the fol-

lowms requirements apply:
(i) Bids must be solicited from an

adequate number of known suppliers,
providing them sufficient response
time prior to the date set for opening
the bids, for state, local. and tribal
governments, the invitation for bids
must be publ1cllJJyadvertised;
(it) The invitation for bids, which

w1ll include any spec1fications and per-
tinent attachments. must define the
items or services in order for the bidder
to properly respond;
(i11)All bids will be opened at the

time and place prescribed in the invita-
tion for bids. and for local and tribal
governments. the bids must be opened
publicly;
(1v)A firm 11xedprioe oontract award

will be made in writing to the lowest
responsive and responsible bidder.
Where spec1fied in bidding documents,
factors sucb as discounts, transpor-
tation cost. and life cyole oosts must
be considered In detenn1n1ng which b1d
is lowest. Payment discounts will only
be used to detennine the low bid when
prior experience indicates that such
discounts are usually taken advantage
of; and
(v) Any or all bids may be rejected if

there is a sound documented reason.
(d) Procurement by competitive pro-

poeals. Tbe technique of compet1tive
proposals is norma.lly conducted with
more than one source submittIng an
offer, and either a nxed price or cost-
reimbursement type contract is award-
ed. It Is genera.lly used when condItions
are not appropriate for the use of
sealed bids. If this method is used. the
follOwingrequirements apply:

121

ATTACHMENT __ 12 .
PAGE _.~.S .. OF __~~_'Q__. PAGES



§2oo.321

(1) Requests for proposals must be
publicized and identify all evaluation
factors and their relative importance.
Any response to publicized requests for
proposals must be considered to tbe
maximum extent practical;
(2) Proposals must be solicited from

an adequate number of qualified
sources;
(3)The non-Federal entity must have

a written method for conducting tech-
nical evaluations of the proposals re-
ceived a.ndfor selectfng' recipients;
(4) Contracts must be awarded to the

responsible firm whose proposal is
most advantageous to tbe program,
with price and otber factors consid-
ered; and
(5) The non-Federal entity may use

competitive proposal procedures for
qualifications-based procursment of ar-
chitectural/engineering (AlE) profes-
sional services wbereby competitors'
qualifications are evaluated and the
most qualified competitor is selected,
subject to negotiation of fair and rea-
sonable compensation. The method,
wbere price is not used as a selection
factor, can only be used in procure-
ment of AlE professional services. It
cannot be used to purchase other types
of services though AlE firms are a po-
tential source to perform the proposed
effort.
(e) [Reserved]
(f) Procurement by noncompetitive

proposals. Procurement by non-
competitive proposals is procurement
through solicitation of a proposal from
only one source and may be used only
when one or more or the following otr-
cumstances apply:
(1) The item is available only from a

Binglesouroe;
(2)The publ1c exigencY or emergency

for the requirement will not permit a
delay resulting from competitive solfc-
itation;
(3) The Federal awarding agency or

pass-througb entity expressly author-
izes noncompeUtive proposals in re-
sponse toa written request from the
non-Federal entity; or
(4) After solicitation of a number of

sources. competition is determined in-
adequate,

[78 FR 78608.Dec. 26, 2013, 8.8 amended at 79
FR 75885,Dec. 19, 2014J

2 CFR Ch. II (1-1-15 EdlHon)

1200.321 CoDtrac:ting with amall and
minority buBinenes, womeD'. buei-
BNI enterprille5, and labor aurplus
area firmII.

(a) The non-Federal entity must take
all necessary affirmative atepe to as-
sure that minority businesses, women's
business enterprises, and labor surplus
area firms are used when possibie.
(b) Affirmative steps must include:
(1) Placing qualifled small and mi-

nority businesses and women's business
enterprises on solic1tation lists;
(2)Assuring that small and minority

businesses, and women's business en-
terprises are solicited wbenever they
are potential sources;
(8)Dividing total requirements, when

economically feasible, into smaller
tasks or quantities to permit max-
imum partiCipation by emaIl a.nd mi-
nority businesses. and women's busi-
ness enterprises;
(4) Establishing delivery schedules,

where the requirement permits, which
encourage participation by small and
m1nority businesses, and women's busi-
ness enterprises;
(5) Using the services and assistance,

as appropriate. of such organiza.tions as
the Small Business Administration and
the M1nority Business Development
Agency of the Department of Com-
merce; and
(6)Requiring the prime contractor, if

subcontra.cts are to be let, to take the
affirmative steps listed in paragraphs
(1) through (5) of this section.

§200.822 Procurement of recovered
materials.

A non-Federal entity that is a state
agency or agency of a political subdivi-
sion of a.state and its contractors must
comply with section 6002of the SoUd
Waste Disposal Act, as amended by the
Resource Conservation and Recovery
Act. Tbe requirements of Section 6002
Include procuring only items des-
ignated in guidelines of the Environ-
mental Protection Agency (EPA) at 40
CFR part 247 that oontain the blghest
percentage of recovered ma.terialB prac-
ticable, consistent with maintaining a
ss.tisfactory level of competition.
where the purchase price of the item
exceeds 110,000or the value of the
Qua.ntity acquired during the preced1ng
fiscal year exceeded 110,000;procuring
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solid waste management services in a
manner that maximizes energy and re-
source recovery; and establisb1ng an af-
firmative procurement program for
procurement of recovered materials
identifled in the EPA guidelines.
[78 FR 78608. Dec. 26. 2013. &II&mended at 79
FR 76886. Dec. 19,2014]

§200.323 Contract coat and price.
(a) The non-Federal entity must per-

form a cost or price analysis in connec-
tion with every procurement action in
excess of the Simpl1tled Acquisition
Threshold including contract modifica-
tions. The method and degree of anal-
ysis is dependent on the fa.cts sur-
rounding the particular procurement
situation, but a.s a starting point. the
non-Federal entity must make inde-
pendent estimates before receiving bids
or propoll&ls.
(b) The non-Federal entity must ne-

gotiate profit as a separate element of
the price for each contract in which
there is no price competition and in all
cases where cost analysis 1s performed.
To establish a fair and reasonable prof-
it. consideration must be given to the
complexity of the work to be per-
formed. the risk borne by the con-
tractor. the contractor's investment,
the amount of subcontracting, the
quality of its record of past perform-
ance, and industry profit rates in the
surrounding geographical area for
81m11arwork.
(c) Costs or prices based on estimated

costs for contracts under the Federal
award are allowable only to the extent
that costs incurred or cost estimates
included in negotiated prices would be
allowable for the non-Federal entity
under Subpart E-Cost Principles of
this part. The non-Federal entity may
reference its own cost principles that
comply with the Federal cost prin-
ciples.
(d) The cost plus a percentage of cost

and percentage of construction cost
methods of contra.cting must not be
used.

§ 200.32-4 Federal aw~ agency or
pa88-through eDtity reVIew.

(a) The non-Federal entity must
make available. upon request of the
Federal awarding agency or paas-
through entity. technical specirlca-

1200.324

tions on proposed procurements where
the Federal awarding agency or pass-
through entity believes such review is
needed to ensure that the item or serv-
Ice spec1fied Is the one being proposed
for acquisition. This review generally
will take place prior to the time the
specification is incorporated into a so-
licitation document. However. if the
non-Federal entity desires to have the
review accomplished alter a sol1cita-
tion has been developed. the Federal
awarding agency or pass-through enti-
ty may still review the specifications.
with such review usually limited to the
technical aspects of the proposed pur-
cha.se.
(b) The non-Federal entity must

make available upon request. for the
Federal awarding agency or P&88-

through entity pre-procurement re-
view, procurement documents, such a.s
requeste for proposals or invitations
for bids. or independent cost estimates.
when:
(1) The non-Federal entity's procure-

ment procedures or operation fails to
comply with the procurement stand-
ards in this part;
(2) The procurement is expected to

exceed the Slmplifled Acquisition
Threshold a.nd is to be a.wardedwithout
competition or only one b1d or offer is
received 1Dresponse to a soliCitation;
(3) The procurement, which Is ex-

pected to exceed the Simpllfied Acqui-
sition Threshold, specifies a "brand
name" product;
(4) The proposed contract Is more

than the Simplif1ed Acquisition
Threshold and is to be awarded to
other than the apparent low bidder
under a sealed bid procurement; or
(5) A proposed contract modiflcation

changes the scope of a contract or in-
creases the contract amount by more
than the Simplified Acquisition
Threshold.
(c) The non-Federal entity is exempt

from the pre-procurement review In
paragraph (b) of this section if the Fed-
eral awarding agency or pass-through
entity determines that its procurement
systems comply with the standards of
this part.
(1) The non-Federal entity may re-

quest tha.t its procurement system be
reviewed by the Federal awarding
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agency or paBB-throughentity to deter-
mine whether its system meets these
standards in order for its system to be
certified, Generally, these reviews
must occur where there Is continuous
high-dollar funding, and third party
contracts are awarded on a regular
basis;
(2) The non-Federal entity may self-

certify its procurement system. Such
self-eertif1ca.tion must not limit the
Federal awarding' agency's right to sur-
vey the system. Under a self-certifi-
cation procedure, the Federal awarding
a.gency :m!l.Y rely on written U!lura.nces
from the non-Federal entity that it is
comply1Dg with these standards. The
non-Federal entity must cite specifiC
policies, procedures, regulations, or
standards as being in compliance with
these requirements and have its system
available for review. .

§200.825 Bonding requirements.
For construction or faollity improve-

ment contracts or subcontracts exceed-
ing the Simplified Acquisition Thresh-
old, the Federal awarding agency or
paBB-through entity may accept the
bonding policy and requirements of the
non-Federal entity provided that the
Federal awarding agency or pass-
through entity has made a determina-
tion that the Federal interest Is ade-
quately protected. If such a determina-
tion has not been made, the m1Dimum
requirements must be a.sfollows:
(a) A bid guarantee from each bidder

equivalent to five percent of the bid
price. The "bid guarantee" must con-
sist of a firm commitment such as a
bid bond, certified check, or other ne-
gotiable instrument accompanying a
bid as assurance that the bidder will,
upon acceptance of the bid, execute
such contractual documents as may be
required within the time specified.
(b) A performance bond on the part of

the contractor for 100 percent of the
contract price. A "performance bond"
is one executed 1n connection with a
contract to secure fulfillment of all the
contractor's obligations under such
contract.
(c) A pa.yment bond on the part of the

contra.ctor for 100 percent of the con-
tract price. A "payment bond" Is one
executed in connection with a contraot
to assure payment as required by law

2 CFRCh. n (1-1-15 Edition)

of all persons supplying labor and ma-
terlal1n the execution of the work pro-
vided for 1n the contract.

§200.826 Contract provillions.
The non-Federal entity's contracts

must contain the applicable provisions
described in Appendix IT to Part 200-
Contract Provisions for non-Federal
Entity Contracts Under Federal
Awards.

PERFORMANCE AND FINANCIAL
MOI'o'TI'ORINO AND REPORTING

§200.327 Financial reporting.
Unless otherwise approved by OMB,

the Federal awarding a.gency may so-
licit only the standard, OMB-approved
governmentwide data elements for col-
lection of financial information (at
time of publ1cation the Federal Finan-
cial Report or such future collections
lUI may be approved by OMBand listed
on the OMB Web site). This informa-
tion must be collected with the fre-
quency required by the terms and con-
ditions of the Federal a.ward. but no
less frequently than annually nor more
frequently than qua.rterly except in un-
ueual circumstancss, for example
where more !requent reporting is nec-
eBS&I'Yfor the effective moni toring of
the Federal award or could Signifi-
cantly affeot program outcomes. and
preferably in coordination with per-
formance reporting.

200.328 MoDiioriDeand reporting pro-
gram performance.

(a) MonItoring bll the non-Federal enti-
ty. The non-Federal entity is respon-
sible for overstgbt, of the operations of
the Federal award supported activities.
The non-Federal entity must monitor
its activities under Federal a.wards to
assure compliance with applicable Fed-
eral requirements and performance ex-
pectations are being achieved. Moni-
toring by the non-Federal entity must
cover each program, function or activ-
ity. See also §2OO.331 Requirements for
pas&-through entities.

(b) Non-constructioll performallCe re-
pOTtJ. The Federal' awarding agency
must USB standard, OMB-approveddata
elements for collection of performance
information (includ1ng performance
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progress reports, Research Perform-
ance Progress Report, or such future
collections as may be approved by OMB
and listed on the OMB Website).

(1) The non-Federal entity must sub-
mit performance reports at the inter-
val required by the Federal awarding
agency or pus-through entity to best
inform improvements in program out-
comes and produotiv1ty. Intervals must
be no less frequent than annually nor
more frequent than quarterly except In
unusual clrcumstances, for example
where more frequent reporting is nee-
essa.!'3'for the effective monitoring of
the Federal award or could signifi-
cantly a.iIect program outcomes . .An-
nual reports must be due 90 ca.lendar
days after the reporting period; quar-
terly or semiannual reports must be
due 30 calendar days after the report-
ing perlod. Alternatively, the Federal
awarding agenoy or pass-through enti-
ty may require annual reports before
the anmversary dates of multiple year
Federal awards. The final performance
report will be due 90 calendar days
after the period of performance end
date. If a just1!1ed request is submitted
by a. non-Federal entity, the Federal
agency may extend the due date Ior
any performance report.

(2) The non-Federal entity must sub-
mit performance reports using OMB-
approved governmentwide standard In-
formation collectlons when prov1ding
performance information. As appro-
priate in accordance with above men-
tioned information collections, these
reports will contain, for each Federal
award, brief informat.ion on the fol-
lowing unless other collections are ap-
proved by OMB:

(i) A comparison of aotual accom-
plishments to the objectives of the
Federal award established for the pe-
riod. Where the accomplishments of
the Federal award can be quantified, a
computation of the cost (for example,
related to units of accomplishment)
may be required if that information
will be useful. Where performance
trend data and analysis would be in-
formative to the Federal a.warding
agency program, the Federal awarding
agency should include this as a per-
formance reporting requirement.

(ii) The reasons why established
goals were not met, if a.ppropriate.

§2DO.329

(iii) Additional pertinent information
including, when appropriate, analysls
and expla.nation of cost overruns or
high unit costs.

(c) Construction performance reports.
For the most part, onsite technical in-
spections and certtned percentage of
completion data a.re relied on hea.v1ly
by Federal awarding agencies and pass-
through entities to monitor progress
under Federal awards and subawards
for construction. The Federal awarding
agency may require additional per-
formance reports only when considered
necessary.

(d) Significant aevelopments. Events
may occur between the scheduled per-
formance reporting dates that have sig-
nificant impact upon the supported ac-
tivity. In such cases, the non-Federal
entity must inform the Federal a.ward-
ing agency or pass-through entIty as
Boon as the following types of condi-
tions become known:

(1) Problems, delays, or adverse con-
ditions which will materIa.1ly Impair
the abllity to meet the objective of the
Federal award. This disclosure must in-
clude a statement of the action taken,
or contemplated, and a.ny assistance
needed to reeolve the situatlon.

(2) Favora.ble developments which en-
able meeting time schedules and objec-
tives sooner or at less cost than antio1-
pated or producing more or different
beneficial results than originally
planned.

(e) The Federal awarding agency may
make site visits as warranted by pro-
gram needs.

(f) The Federal awarding agency may
waive any performance report required
by this part if not needed.

§ 200.329 Reporting on real property.
The Federal awarding agency or pass-

through entity must require a non-Fed-
eral entity to submit reports at least
annually on the status of real property
in which the Federal G<lvernment re-
tains an interest, unless the Federalln-
terest in the real property extends 15
years or longer. In those instances
where the Federal interest attached is
for a perIod of 15 years or more, the
Federal awardlng agency or pass-
through entity, at its option, may re-
quire the non-Federal entity to report
at various multi-year frequencies (e.g.,
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every two years or every three years.
not to exceed a five-year reporting pe-
riod; or a. Federal awa.rdlng agency or
pass-through entity may require an-
nual reporting for the first three years
of a Federal award and thereafter re-
quire reporting every five years).

SUllRECIPIENT MONn'ORING AND
MANAGEMENT

§2OOJI3OSubrecipieDt and contracror
determ1natioDS.

The non-Federal entity may concur-
rently receive Federal awards as 8 re-
cipient. a subreoipient. and a con-
tra.ctor, depending on the substance of
its agreements with Federal awarding
agencies and pass-through entities.
Therefore. a pa.ss-through entity must
make caee-by-case determinations
whether each agreement it makes for
the disbllI'8ement of Federal program
fUnds casts the party receiving the
funds in the role of a subreclpient or a
contractor. The Federal awa.rd1ng
agency may supply and require recipi-
ents to comply with additional guid-
ance to support these determinations
provided such guidance does not con-
flict with this section.
(a) Subreciptents. A subaward Is for

the purpose of carrying out a portion of
a Federal a.ward and creates a Federal
assistance rela.tionship with the sub-
recipient. See 5200.92 Subaward. Cha.r-
a.cteristics which support the classi-
fication of the non-Federal entity as a
8ubrec1p1entinclude when the non-Fed-
eral entity:
(1) Determines who is eligible to re-

ceive wha.t Federal assistance;
(2) Has its performance measured in

relation to whether objectives of a Fed-
eral program were met;
(3) Has responsib1l1ty lor pro-

grammatic decision ma.king;
(4)Is responsible for adherence to ap-

plica.ble Federa.l program requirements
speolfled in the Federa.l award; and
(5) In accordance with its agreement,

uses the Federa.1.funds to ca.rry out a
program for a publ1c purpose Ilpecified
In authorizing statute, as opposed to
providing goods or services for the ben-
efit of the pass-through entity.
(b) Contractors. A contract is for the

purpose of obtaining goods and services
for the non-Federal entitY'1>own use

2 CFR Ch. " (1-1-15 Edition)

and creates a procurement relatiOnship
with the contra.ctor. See 1200.22 Con-
tract. Cha.racteristics indicative of a
procurement rela.tionshlp between the
non-Federal entity and a contractor
are when the non-Federal entlty re-
ceiving the Federal funds:
(1) Provides the goods and services

within norma.l business operations;
(2) Provides slmllar goods or services

to many different purchasers;
(3) Normally operates in a competi-

tive environment;
(4) Provides goods or services that

are ancillL.'"Yto the operation of the
Federal program; and

(5) Is not subject to compliance re-
quirements of the Federal program as a
result of the agreement, though similar
requirements may apply for other rea-
sons.

(c) Use of judgment in making deter-
mination. In determining whether an
agreement between a pa.ss-through en-
tity and another non-Federal entity
CIUItsthe latter as a subreciplent or a
contractor. the substance of the rela-
tionsbip is more important than the
form of the agreement. All of the char-
acteristics listed above may not be
present in a.1l cases, and the pass-
through entity must use judgment in
classifying each agreement as a
subaward or a procurement contract.

§200.831 Requirements for pass·
through entitles.

All p&.Ss-tbroughentities must:
(a) Ensure that every subaward Is

clearly identified to the subreclpient as
a Bubawa.rdand includes the following
information a.t the time of the
suba.ward and if any of these data ele-
ments change. include the changes in
aubsequent, subaward modification.
When some of this information is not
ava.1la.ble. the pass-through entity
must provide the best information
ava.11ableto describe the Federal award
and subaward. Required information
includes:
(1)Federal Award Identification.
(1) Subreoipient name (which must

match the name associa.ted with Its
unique entity identifier);
(11) Subreclplent's unique entity

identifier;
(iii) Federal Award Identification

Number (FAIN);
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(iv) Federal Award Date (see 1200.89
Federal award date);
(v) Subaward Period of Performa.nce

Start &IldEnd Date;
(vi) Amount of Federal Funds Obli-

gated by this action;
(v11)Total .Amount of Federal Funds

Obligated to the subreoipient;
(viU) Total Amount of the Federal

Award;
(ix) Federal award project descrip-

tion, as required to be responsive to
the Federal Funding Aooountab1l1ty
and Transparency Act (FFATA);
(x)Na.meof Federal a.warding agency,

pa8l!-through entity, a.ndcontact infor-
mation for awarding orncial.
(xi) CFDA Number and Name; the

pass-through entity must identify the
dollar amount made available under
each Federal award and the CFDA
number at time of disbursement;
(xii) Identification of whether the

award is R&D;and
(xiii) Indirect cost rate for the Fed-

eral award (including if the de minimis
rate is charged per §200.414 Indirect
(F&A)costs).
(2) All requirements imposed by the

pa.ss-through entity on the sub-
recipient 50 tha.t the Federal award if!

used in accordance with Federal stat-
utes. regulations &Ild the terms and
conditions of the Federal award.
(3)Any additional requirements that

the paBS-throughentity imposes on the
subrecipient in order tor the p8.88-
through entity to meet its own respon-
sibility to the Federal awarding agency
including identification of any required
1lna.ncialand performa.nce reports;
(4) An approved federally recognized

indirect cost rate negotiated between
the subrectptent a.nd the Federal Gov-
ernment or, if no such rate exists. ei-
ther a. rate negotiated between the
pass-through entity and the sub-
recipient (in compliance with this
part), or a de minimis indirect cost
rate as defined in 1200.414 Indirect
(F&A) costs. paragraph (f) of this part.
(5) A requirement that the sub-

recipient permit the pass-through enti-
ty and auditors to have access to the
Bubrecipient's records and financial
statements as necessary for the pass-
through entity to meet the require-
ments of this part; and

§200.331

(6) Appropriate terms and conditions
concerning closeout of the subaward.
(b) Evaluate each eubrectpient's risk

of noncompliance with Federal stat-
utes. regulations, &Ild the terms and
conditions or the subaward for purposes
of determining the appropriate sub-
recipient monitoring described in para-
graphs (d) and (e) of this section. which
may include consideration of such fac-
tors as:
(1) The subrecipient's prior experi-

ence with the same or similar sub-
awards;
(2) The results of previous audits in-

cluding whether or not the sub-
recipient receives a Single Audit in ac-
cordance with Subpart F-Audit Re-
quirements of this part. and the extent
to which the same or Bimilar subaward
has been audited as a major program;
(3) Whether the subrecipient has new

personnel or new or substantially
changed systems; and
(4) The extent and results of Federal

awarding agency monitOring (e.g., if
the subrectptent also receives Federal
awards directly from a Federal award-
ing agency).
(c) Consider imposing specific

subaward conditions upon a sub-
recipient if appropriate as described in
§200.207 Specific conditions.
(d) Monitor the activities of the sub-

recipient as necessary to ensure that
the subaward is used Cor authorized
purposes. in comp11a.ncewith Federal
statutes, regulations. and the terms
and conditions of the subaward; and
that subaward performance goals are
achieved. PaBS-through entity moni-
toring of the subrecrplent must in-
clude:
(1) Reviewing financial and perform-

ance reports required by the pass-
through entity.
(2) Following-up and ensuring that

the subrecipient takes timely a.nd ap-
propriate action on all deficiencies per-
taining to the Federal award provided
to the subrecipientIrom the p&.S5-
through entity detected through au-
dits. on-site reviews. and other means.
(3) Issuing a management decision for

audit findings pertaining to the Fed-
eral award provided to the subrecipient
from the pass-through entity as re-
quired by §200.621 Management deci-
sion.
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(e) Depending upon the pa.ss-througb
entity's assessment of risk posed by
the subrecipient (as described in para-
graph (b) of th1I5section), the following
monitoring tools may be useful for the
pa.ss-through entity to ensure proper
lI.CCountab1lity and comp11a.nce with
program requirements and achieve-
ment of performance goals:
(1) Providing snbrecfpfents with

training and technical assistanoe on
program-related matters; and
(2) Performing on-site reviews of the

subrecipient's program operations;
(8) Arranging for agreed-upon-proce-

dures engagements as deacribed in
§200.425Audit services.
(f) Verify that every subrecipient Is

audited as required by Subpart F-
Audit Requirements of this part when
it is expeoted that the subrecipient'l5
Federal award15expended during the re-
spective ftscal year equaled or exoeeded
the threshold set forth in 1200.501Audit
requirements.
(g) Consider whether the results of

the subrecipient's audits, on-Bite re-
views, or other monitoring indicate
conditione that necessitate adjust-
ments to the pass-through entity's own
records.
(h) Consider taking enforcement lI.C-

tion against noncompliant subrecipi-
ents as described in §200.SS8Remedies
for noncompliance of this part and in
program regulations.
[78 FR 786Oll.Dec. 26. 0013, as amended at 79
FR 75885.Dec.19, 00141

§200.332 Fixed amount 8ubawards.
With prior written approval from the

Federal awarding agenoy. a pass-
through entity may provide subawards
based on fixed amounts up to the SIm-
plified Acquisition Threshold, provided
that the subawards meet the require-
ments for fixed amount awards in
§200.201Use of grant agreements (in-
oluding fixed amount awardl5),coopera-
tive agreements, and contracts.

RECORD RETENTION AND ACCESS

§ 2OO.3SS Retention requireJlUlDts for
records.

Financial records, supporting docu-
ments, statistical records, and all
other non-Federal entity records perti-
nent to a Federal award must be re-

2 CFR Ch. II (1-1-15 EdItion)

tained for a period of three years from
the date of submission of the final ex-
penditure report or, for Federal awards
that are renewed quarterly or annu-
ally. from the date of the submission of
the quarterly or annual financial re-
port. respectively, as reported to the
Federal awarding agency or pass-
through entity in the case of a sub-
recipient. Federal a.warding agenotes
and paBB-through entities must not 1m-
pose any other record retentdon re-
quirements upon non-Federal ent1ties.
The only excepttons are the following:

(a) If any litigation. claim, or audit
ie started before the expiration of the
3-year period, the record15must be re-
tained until all l1tigation, claims. or
audit findings involving the records
have been resolved and final action
taken.
(b) When the ncn-Federal entity is

notified in writing by the Federal
awarding agency. cognizant agency for
audit. oversight agency for audit. cog-
nizant agency for indirect costs, or
pass-through entity to extend the re-
tention period.
(c) Record15 for real property and

equipment acquired with Federal funds
must be retained for 8 years after f1na.l
disposition.
(d) When records are transferred to or

mamtamed by the Federal awarding
agency or pass-through entity, the S-
year retention requirement 1s not ap-
plicable to the non-Federal entity.
(e) Records for program income

transactions after the period of per-
formance. In some cases recipients
must report program income after the
period of performance. Where there Is
suob a requirement, the retention pe-
riod for the records pertaining to the
earning of the program income starts
from the end of the non-Federal enti-
ty'S fiscal year in whiob the program
income is earned.

(!) Indirect cost rate propoaale and
cost allocations plans. This paragraph
applies to the following types of docu-
ments and their supporting records: in-
direct cost rate computations or pro-
posals, cost allocation plans, and any
similar accounting computations of
the rate at which a particular group of
costs is ohargeable (such as computer
usage chargeback rates or composite
fringe benefit rates).
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(1) If submitted for negotiation. If the
proposal, plan, or other computation is
required to be submitted to the Federa.l
Government (or to the pass-through
entity) to form the basis for negotia-
tion of the rate, then the S-year reten-
tion period for its supporting records
starts from the date of such submis-
sion.

(2) If not submitted for negotiation. If
the proposal, plan, or other computa-
tion is not required to be submitted to
the Federal Government (or to the
pa8B-through entity) for negotiation
purposes, then the S-year retention pe-
riod for the proposal, plan, or computa-
tion and its supporting records starts
from the end of the fiscal year (or
other accounting period) covered by
the proposal, plan, or other computa-
tion.

§200.334 Req1Ullltll for transfer of
records.

The Federal awarding agency must
request transfer of certain records to
Its custody from the non-Federal enti-
ty when it determines that the records
POBBe88 long-term retention value.
However, in order to avoid duplicate
recordkeeping, the Federal awarding
agency may make arrangements for
the non-Federal entity to retain any
records that are continuously needed
for joint use.

t 200.336 Methods for collection, trans-
mt.iOD and storage of infOl'llUltiOD.

In accordance with the May 2013Ex-
ecutive Order on Making Open and Ma-
chine Readable the New Default for
Government Information, the Federal
awarding agency and the non-Federal
entity should, whenever practicable,
collect, transmit, and store Federal
award-related information In open and
machine readable formats rather than
in closed formats or on paper. The Fed-
eral awarding agency or pa.88-through
entity must always provide or accept
paper Ve11!iODBof Federal award-rela.ted
information to and from the non-Fed-
eral entity upon request. If paper cop-
ies are submitted, the Federal award-
ing agency or pass-through entity must
not require more than an original and
two copies. When original records are
electronic and cannot be altered, there
is no need to create and retain paper

§2OO.337

copies. When original records are
paper, electronic versions may be sub-
stituted through the use of duplication
or other forms of electronic media pro-
vided that they are subject to periodic
quality control reviews, provide rea-
sonable eafeguards against alteration,
and remain readable.

f 200.336 Acceu io record8.
(a) Records of non-Federal entitles.

The Federal awarding agency, Inspec-
tors General, the Comptroller General
of the United States, and the pass-
through entity, or any of their author-
ized representatives, must have· the
right of access to any documents, pa-
pers, or other records of the non-Fed-
eral entity which are pertinent to the
Federal award, in order to make au-
dits, exam1ns.tions, excerpts, and tran-
scripts. The right also includes timely
and reasonable access to the non-Fed-
eral entity's personnel for the purpose
of interview and discussion related to
auoh documents.
(b) Only under extraordinary and

rare circumstances would such access
include review of the true name of vic-
tims of a crime. Routine monitoring
cannot be considered extraordinary and
rare circumstances that would neces-
sitate access to this information. When
access to the true name of victims of a
crime is necessary, appropriate steps to
protect this sensitive information must
be taken by both the non-Federal enti-
ty and the Federal awa.rd1ng agency.
ADy such access, other than under a
court order or subpoena pursuant to a
bona fide confidential investigation,
must be approved by the bead of the
Federal awarding agency or delegate.
(c) Expiration of right of access. The

rights of access in this section are not
limited to the required retention pe-
riod but last as long as the records are
retained. Federal awa.rdlng agencies
and paes-through entities must not im-
pose any other access requirements
upon non-Federal entities.

§200.337 RestrictiODS ODpublic acce&8
io records.

No Federal awarding agency may
place restrictions on the non-Federal
entity that limit public access to the
records of the non-Federal entity perti-
nent to a Federal award, except for
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protected personally identifiable Infor-
mation (PII) or when the Federal
awarding agency can demonstrate that
such reoords will be kept confidential
and would have been exempted [rom
disclosure pursuant to the Freedom of
Information Act (5 U.S.C. 552) or con-
trolled uncla6Sified information pursu-
ant to Exeoutive Order 13556 1:£the
records had belonged to the Federal
awarding agenoy. The Freedom of In-
formation Act (5 U.S.C. 652) (FOIA)
does not apply to those records that re-
main under a non-Federal entity's con-
trol except as reQ.uired under §200.315
Inta.ngible property. Unless required by
Federal, state, local, and tribal stat-
ute, non-Federal entities are not re-
quired to permit public aocess to their
records. The non-Federal entity's
records provided to a Federal agency
generally will be subject to FOIA and
applicable exemptions.
['IB FR 78608. Dec. 26, 2018. 11.8 amended at 79
FR 76886.Dec. 19. 2014J

REMEDIES FOR NONCOMPLIANCE

§200.388 Remedies for noncompliRDce.
If a non-Federal entity fails to com-

ply with Federal statutes, regulations
or the terms and conditions of a Fed-
eral award, the Federal awarding agen-
cy or pass-through entity may impose
addi tional conditions, as desortbed in
1200.207 Specific conditione. If the Fed-
eral awarding agency or pass-through
entity determines that noncompliance
cannot be remedied by 1mposing addi-
tionaJ conditione, the Federal awarding
agency or pass-through entity may
take one or more of the following ac-
tions, as appropriate in the ctr-
cumsta.nces:
(a) Temporarily withhold caeb pay-

ments pending correction of the defi-
ciency by the non-Federal entity or
more severe enforcement action by the
Federal awarding agency or pass-
through entity.
(b) Disallow (that is, deny both use of

funds and any applicable matching
credit for) all or part of the cost of the
activity or action not in compliance.
(c) Wholly or partly suspend or ter-

minate the Federal award.
(d) Initiate suspension or debarment

proceedings as authorized under 2 CFR
part 180 and Federal awarding agency

2 CFR Ch. \I (1-1-15 Edition)

regulations (or in the case of a pass-
through entity, recommend such a.pro-
ceeding be initiated by a Federal
awarding agency).
(e) Withhold further Federal awards

for the project or program.
(0 Take other remedies that may be

legallyava.Uable.

t 200.339 Tel'IIIinatioD-
(a.)The Federal award may be termi-

nated in whole or in part as follows:
(1) By the Federal awarding agency

or pass-through entity, if a non-Fed-
eral entity fails to comply with the
terms a.nd conditions of a Federal
a.ward;
(2) By the Federal awarding agency

or pass-through entity for cause;
(3) By the Federal awarding agency

or pass-through entity with the con-
sent of the non-Federal entity, in
which case the two parties must agree
upon the termination conditions, in-
cluding the effective da.te and, In the
case of partial termination, the portion
to be terminated; or
(4) By the non-Federal entity upon

sending to the Federal awarding llogen-
cy or pasa-through entity written noti-
fica.tion setting forth the reasons for
suob termina.tion, the effective date,
and, in the case of partial termination,
the portion to be terminated. However,
if the Federal awarding agency or pass-
through entity determines in the case
of partial termination that the reduced
or modified port10n of the Federal
award or suba.ward will not accomplish
the purposes for which the Federal
awa.rd was made, the Federal awarding
agency or pass-through entity may ter-
minate the Federal award in its en-
tirety.
(b) When a Federa.l award is termi-

nated or partially terminated. both the
Federal awarding agency or pass-
through entity and the non-Federal en-
tity remain responBible for compl1ance
with the requirements in H2OO.343
Closeout and 200.844 Post-closeout ad-
justments and continuing responsibil-
ities.

1200.340 Notification of termination
requirement.

(a) The Federal agency or pase-
through entity must provide to the
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non-Federal entity a notice of termi-
nation.
(b) If the Federal award is terminated

for the non-Federal entity's !allure to
comply with the Federal statutes, reg-
ulations, or terms and conditions of
the Federal award, the notification
must state that the termination deci-
sion may be considered in evaluating
future applications received from the
non-Federal entity.
(c) Upon termination of a Federal

award, the Federal awarding agency
must provide the information required
under FFATA to the Federal Web slte
established to fulfill the requirements
of FFATA, and update or notify any
other relevant governmentwide sys-
tems or entitles of any indications of
poor performance as required by 41
U.S.C. 417band 81 U.S.C. 3321 and im-
plementing guida.nce at 2 CFR part 77
(forthcoming at time of publication).
See also the requirements for Suspen-
ston and Deba.rment a.t 2 CFR part 180.

[78 FR 78608,Dec. 26, 2013, a.samended at 79
FR 75885. Dec. 19. 2014]

1200.841 Opportunities to object, hear-
iDp and" appeals.

Upon taking any remedy for non-
compl1ance, the Federal awarding
agency must provide the non-Federal
entity an opportunity to object and
provide' information and dooumenta-
tion challenging the suspension or ter-
mination actton, in a.coordance with
written processes and procedures pub-
l1sbedby the Federal awarding agency.
The Federal awarding agency or pass-
through entity must comply with any
requirements for hearings, appeals or
other administrative proceedings to
which the non-Federal entity is enti-
tled under any statute or regulation
applicable to the action involved.
[78 FR 78608,Dec. 26, 2013. as amended at 79
FR 7588~,Dec. 19. 2014J

§200-342 Effects of luspeDBioDand ter-
miDation.

Costs to the non-Federal entity re-
BuIting from obligations incurred by
the non-Federal entity during a sus-
pension or after termination of a Fed-
eral award or subaward are not allow-
able unless the Federal awarding agen-
cy or pa.ss-through entity expressly au-
thorizes them in the notice of suspen-

§200.343

sion or termtnatton or subsequently.
However, costs during suspension or
after termination are allowable if:
(a) The costs result from obligations

which were properly incurred by the
non-Federal entity before the effective
date of suspension or termination. are
not in anticipation of it; and
(b) The costs would be allowable if

the Federal award was not suspended
or expired normallY at the end of the
period of perfonnance in which the ter-
mination takes effect.

CLoSEOUT

§ 200.343 ClolMlOut.
The Federal awarding agency or paas-

through entity will close-out the Fed-
eral award when it determines that all
applicable administrative actions and
all required work of the Federal award
have been completed by the non-Fed-
eral entity. This section speCifies the
a.ctions the non-Federal entity and
Federal awarding agency or pass-
through entity must take to complete
this process at the end of the period of
performance.
(a) The non-Federal entity must sub-

mit, no later than 90 calendar days
after the end date of the period of per-
formance, all fina.ncial, perfonnanoe.
and other reports as required by the
terms and conditions of the Federal
award. The Federal awarding agency or
pass-through entity may approve ex-
tensions when requested by the non-
Federal entity.
(b) Unless the Federal awarding agen-

cy or pass-through entity authorizes an
extension, a non-Federal entity must
liquidate all obligatioIUlincurred under
the Federal award not later than 90
calendar days after the end date of the
period of performance as spec1f1ed in
the terms and conditions of the Federal
award.
(c) The Federal awarding agency or

pass-through entity must make prompt
payments to the non-Federal entity for
a.llowa.blereimbursable costs under the
Federal award being closed out.
(d) The non-Federal entity must

promptly refund any balances of unob-
ligated cash that the Federal awarding
agency or pass-through entity paid in
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advance or paid and that are not au-
thorized to be retained by the non-Fed-
eral entity for use in other projects.
See OMB Circular A-129 and see
§200.345 Collection of amounts due, for
requirements regarding unreturned
amounts that become delinquent debts.
(e) Consistent with the terms and

conditions of the Federal award, the
Federal awarding agency or pass.
through entity must make a settle-
ment for any upward or downward ad-
justments to the Federal share of oosts
after closeout reports are received.

(f) The non-Federa1 entity must ac-
count for any real and personal prop-
erty acquired with Federal funds or reo
oeived from the Federal Government in
accordance with §§200.310 Insurance
coverage through 200.316 Property trust
relationship and 200.329 Reporting on
real property.
(g) The Federal awarding agency or

pass-through entity should complete
all closeout actions for Federal awards
no later than one year after receipt and
acceptance of all required final reports.
[78 FR 78608. Dec. 26. 2013. as amendedat 79
FR 75886,Dec. 19, 2014J

POST-CLOSEOUT ADJUSTMENTS AND
CONTINUING REsPONSIBILITIES

§200.344 POlJt.clOlltlOut adjutments
and coDdnuiDI' respoDSibilities.

(a) The closeout of a Federal award
does not affect any of the following:
(1)The right of the Federal awarding

agency or pass-through entity to dis-
allow costs and recover funds on the
basis of a later audit or other review.
The Federal awarding agency or pass-
through entity must make any cost
disallowance determination and notify
the non-Federal entity within the
record retention period.
(2) The obligation of the non-Federal

entity to return any funds due a8 a re-
sult of later refunds. oorreotions, or
other transactione inoluding final indi-
rect cost rate ad,ustments.
(3) Audit requirements in Subpart

F-Audit ReQuirementB of this part.
(4) Property management and drs-

position requirementB in Subps.rt D-
Post Federal Award Requirements of
this part, §§2OO.310 Insurance Coverage
through 200.316 Property trust relation-
ship.

2 CFR en, II (1-1-15 Edition)

(6) Records retention as required in
Subpart D-Post Federal Award Re-
quirements of this part. §§2OO.333 Re-
tention requirementB for records
through 200.33'7 Restrictions on public
access to records.

(b) After closeout of the Federal
award, a relationship created under the
Federal award may be modifled or
ended in whole or in part with the con-
sent of the Federal awarding agency or
pass-through entity and the non-Fed-
eral entity, provided the responsibil-
ities of the non-Federa.l entity referred
to in paragraph (a) of this section, in-
cluding those for property management
as applicable. are considered and provt-
stone made for continuing responsibil-
ities of the non-Federal entity, a.s ap-
propriate.
[78 FR 78608, Dec. 26. 2013, IloB &mended at 79
FR 75885, Dec. 19, 2014J

COLLECTION OF AMOUNTS DUE

§200..346 Collection of amouDtII due.
(a) Any funds paid to the non-Federal

entity in excess of the amount to
which the non-Federal entity ie finally
determined to be entitled under the
terms of the Federal award conetttute
a debt to the Federal Government. If
not paid within 90 calendar daY8 after
demand, the Federal awarding agency
may reduce the debt by:
'(1) Making an administrative offset

against other requests for reimburse-
ments;
(2) Withholding advance payments

otherwise dUBto the non-Federal enti-
ty; or
. (3) Other action permitted by Federal
statute.
(b) Except where otherwise provided

by statutes or regulations, the Federal
awarding agenoy will charge interest
on an overdue debt in accordance with
the Federal Claims Colleotion Stand-
ards (81 CFR parts 900through 999). Tbe
date from whioh interest is computed
is not extended by litigation or the fil·
ing of any form of appeal.
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Subpart E--cost Principles

GENERAL PROVISIONS

f 2OOAOOPolicy .,ude.
The applioatlon of these cost prin-

ciples is based on the fundamental
premises that:

(a) The non-Federal entity is respon-
sible for the efficient and effective ad-
m1n1stration of the Federal award
through the application of sound man-
agement practices.

(b) The non-Pedera! entity aseumee
.responslb1l!ty for administering Fed-
eral funds in a manner consistent with
underlying agreements, program objec-
tives, and the terms and eonditdons or
the Federal award.

(c) The non-Federal entity. in rec-
ognition Dfits own unique combination
or sta.1f, facilities, and experience, has
the primary respolllliblUty for employ-
ing whatever form Df sound orgamsa-
tron and management techniques may
be neoesaary In order to assure proper
and efficient administration of the
Federal award.

(d) The applicatien ef these cost prin-
ciples sheuld require no. significant
changes in the internal acceunting
policies and practices of the non-Fed-
eral entity. Hewever. the accounting
practices of the nen-Federal entity
must be consistent with these cost
principles and support the accumula.-
tion of costs as required by the prin-
ciples. and must provide for adequate
documentatdon to support costs
charged to the Federal award.

(e) In reviewing, negotiating and ap-
preving cost allocation plans or indi-
rect cost proposals. the cognizant agen-
cy fer indirect coata should generally
assure that the non-Federal entity is
applying these cost acceunting prin-
ciples en a consistent basis during
their review and negotiation or indirect
cost preposals. Where wide vartattons
exist in the treatment or a given cost
Item by the non-Federal entity. the
reasonableness and equity of such
treatments sheuld be fully considered.
See §200.56lndireot (fac1l1ties & admin-
istrative (F&A» costs,

(!) For nen-Federal entities that edu-
cate and engage students in research,
the dual role of students as both train-
ees and employees (including pre- and

5200.401

post-doctoral staff) centributing to. the
completton of Federal awards for re-
search must be recognized In the appli-
oatton of these principles.

(g) The nen-Federal entity may net
earn Dr keep any pront resulting frem
Federal financial ll.8Sieta.nce.unlees ex-
plicitly autherized by the terms and
conditiens ef the Federal award. See
also.§200.307Program Income.
[78 FR 78608. Dec. 26. 2013, as amended at 79
FR 76885. Dec. 19, 2014]

1100.401 Application.
(a) General. Tbese principles must be

used in determining the allowable costs
or work performed by the non-Federal
entity under Federal awaros. These
principles also must be used by the
non-Federal entity as a guide In the
pricing or fixed-price contracts and
subcontracts where costs are used in
determining the apprepriate price. The
principles do net apply to:

(1) Arrangemente under which Fed-
eral financing is in the form of Ioane,
scholarships, fellDwships. traineeships,
or other fixed amounts based on such
items as educatien allDwance or pub-
lished tuitien rates and fees.

(2) For llIEs, capitation awards,
which are awards based on case counts
or number ef beneficiaries aocording to
the terms and condittona or the Federal
award.

(3) Fixed amount awards. Bee also
Subpart A-Acronyms and Definitions,
§§200.45 Fixed amount awards and
200.201Use or grant agreements (inclUd-
Ing fixed ameunt awards). eooperatdve
agreements. and contracts,

(4) Federal awards to hespltals (see
Appendix IX to Part 200--Hespital cost
Principles).

(5) Other awards under which the
nen-Federal entity is not required to
account to. the Federal Government for
actual costa Incurred.

(b) Federal Contract. Where a Federal
contract awarded to. a non-Federal en-
tity ie subject to the Oost Acceunting
Standards (CAS), it Incorporates the
applicable CAS clauses. Standards. and
CAS sdmintstration requirements per
the 48CFR Chapter 99 and 48 CFR part
SO(FAR Part 30). CAS applies directly
to the CAS-cDvered contract and the
Cest Aocountdng Standards at 48 CPR
parts 9904or 9905takes precedence over
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the cost principles in this Subpart E-
Cost Principles of this part with re-
spect to the allocation of costs. When a
contract with a non-FederaJ entity Is
subject to full CAS coverage. the al-
lowab1l1ty of certain costs under the
cost principles will be affected by the
allocation provisions of the Cost Ac-
counting Standards (e.g., CAS 414-48
CFR 9904.414. Cost of Money as an Ele-
ment of the Cost of Facilities Capital,
and CAS 417-48 CFR 9904.417, Cost of
Money as an Element of the Cost of
Capital Assets Under Construction),
apply rather the allowabUity provi-
sions of 1200.449 Interest. In oomplying
with those requirements, the non-Fed-
eral entity's application of cost ac-
counting practices for estimating, ac-
cumulating, and reporting costs for
other FederaJ awards and other cost
objectives under the CA8-covered con-
tract still must be consistent with its
cost accounting practices for the CAS-
covered contracts. In all oases, only
one set of accounting records needs to
be maintained for the allooa.tion of
costs by the non-Federal entity;
(c) E:remptions. Some nopprofit orga-

nizations, because of their size and na-
ture of operattone, can be considered to
be similar to for-profit entities for pur--
pose of appI1cab1l1tyof cost prinoiples.
Such nonprofit organ1£ations must op-
erate under Federal cost principles ap-
pUcable to for-profit entities located at
48 CFR 31.2. A listing of these organiza-
tions is oontained in Appendix VITI to
Part 200-Nonprofit Organizations Ex-
empted From Subpart E-Cost Prin-
ciples of this part. Other organizations,
as approved by the cognizant agency
for indirect oosts, may be added from
time to time.

BASIC CONSIDERATIONS

§200.402 Composition of costll.
Total cost. The total cost of a Federal

award is the sum of the allowable di-
rect and allocable indirect costs less
any applicable credits.

§200.403 Facton affecting aIlowability
of costs.

Except where otherwise authorized
by statute, costs must meet the fol-
lowing general criteria in order to be
allowable under Federal awards:

2 CFR Ch. II (1-1-15 Edition)

(a) Be necessary and reasonable for
the performance of the Federal award
and be allocable thereto under these
principles.
(b) Conform to any limitations or ex-

clusions set forth in these principles or
in the Federal award as to types or
amount of cost items.
(c) Be consistent with policies and

procedures that apply uniformly to
both federally-financed and other ac-
tivities of the non-Federal entity.
(d) Be accorded consistent treatment.

A cost may not be aasigned to a Fed-
eral award as a direct cost if any other
cost incurred for the same purpose in
like circumstances bas been allocated
to the Federal award as an indirect
cost.
(e) Be determined in accordance with

generally aooepted a.ocounting prin-
ciples (GAAP), except, for state and
local governments and Indian tribes
only, as otherwise provided for in this
part.
(f) Not be inoluded as a cost or used

to meet cost shar1Dgor matching re-
quirements of any other federally-fi-
nanced program in either the current
or a prior period. See also §200.306 Cost
sharing or matching paragraph (b).

(g) Be adequatsly documented. See
also "200.300 Statutory and national
policy requirements through 200.309 Pe-
riod of performance of this part.

I 2OO.~ Reuonable costa.
A cost is reasonable if, in Its nature

and amount, it does not exceed that
which would be Incurred by a prudent
person under the circumstances pre-
vailing at the time the decision was
made to inour the cost. The question of
reasonableness is particularly Impor-
tant when the non-Federal entity is
predominantly federally-funded. In de-
termining reasonableness of a given
oost, oonsideration must be given to:
(a) Whether the cost Is of a type gen-

eraJly recognized as ordinary and nec-
essary for the operation of the non-
Federal entity or the proper and effi-
cient performance of the Federal
award.
(b) The restraints or requirements

imposed by such factors as: BOundbusi-
ness practices; arm's-length bar-
gaining; Federal, state, local, tribal,
and other laws and regulations; and
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terms and condit1ons of the Federal
award.
(c) Market prices for comparable

goode or services ror the geogra.phic
area.
(d) 'Whether the individuals con-

cerned acted with prudence in the cir-
cumstances considering their respon-
s.1bU1t1esto the non-Federal entity, its
employees, where applicable its stu-
dents or membership, the public at
large, and the Federal Government.
(e) Whether the non-Federal entity

signlHcantly deviates from its estab-
lished praotaces and polictes regarding
the incurrence of coste, which may
unjustifiably increase the Federal
award's cost.
[78 FR 78608,Dec. 26. 2013. &8 amended at 79
FR 75885, Dec. 19, 2014]

t 200.4H Allocable COIIU.

(a) A cost is allocable to a particular
Federal award or other cost objective if
the goods or services involved are
chargeable or assignable to that Fed-
eral award or cost objective in accord-
ance with relative benefits received.
This standard is met if the cost:
(1) Is incurred specifically for the

Federal award;
(2) Benefits both the Federal award

and other work of the non-Federal en-
tity and can be distributed in propor-
tions that may be approximated using
reasonable methods; and
(3) Is necessary to the overall oper-

ation of the non-Federal entity and is
assignable in part to the Federal award
in accordance with the princtples in
this subpart.
(b) All activities which benefit from

the non-Federal entity's indirect (F&A)
cost, including unallowable activities
and donated services by the non-Fed-
eral entity or third parties, w11lreceive
an appropriate allocation of indirect
costs.
(c) Any cost allocable to a partlcula.r

Federal award under the principles pro-
vided for in this part may not be
charged to other Federal awards to
overcome fund deflciencies, to avoid re-
strictions Imposed by Federal statutes,
regulations, or terms and conditions of
the Pederal awards, or for other rea-
sons. However, this prohibition would
not preclude the non-Federal entity
from shifting costs tha.t are allowable

5200.406
under two or more Federal awards in
accordance with existing Federal stat-
utes, regulations, or the terms and con-
ditlons of the Federal awards.
(d) Direct cost allocation principles.

If a cost beneflts two or more projects
or activities in proportions that can be
determined without undue effort or
cost, the cost must be lI.11ocatedto the
projects based on the proportional ben-
eflt. If a cost benefits two or more
projects or activities in proportions
that cannot be determined because of
the interrelationship oC the work in-
volved, then, notwithstanding pa.ra.-
graph (c) of this section, the costs may
be allocated or transferred to bene-
fitted projects on any reasonable docu-
mented basis. Where the purchase of
equipment or other capital asset 15 spe-
cifically authorized under a Federal
awa.rd, the costs are &8signable to the
Federal award regardless of the use
that may be made of the equipment or
other capital &sset involved when no
longer needed for the purpose for which
it was Originally required. See also
§§200.310 Insurance coverage through
200.316 Property trust relationship and
200.439 Equipment and other capital ex-
penditures.
(e) If the contract is subject to CAS,

costs must be allocated to the contract
pursuant to the Cost Accounting
Standards. To the extent that CAS is
applicable, the allocation of costs in
a.ccordance with CAS takee precedence
over the anooanon provisions in this
part.
[78 FR 78608,Dec. 26, 2013, All amendedat 79
FR 76885, Dec. 19, 2(14)

f 200.406 Applicable credits.
(a) Applicable credits refer to those

receipts or reductlon-of-expenditure-
type transaottons that offset or reduce
expense items allocable to the Federal
awa.rd&Sdirect or indirect (F&A)coste.
Examples of such transactions are: pur-
chase discounts, rebates or allowances,
recoveries or indemnities on losses, in-
surance refunds or rebates, and adjust-
ments of overpayments or erroneous
charges. To the extent that such cred-
its accruing to or received by the non-
Federal entity relate to allowable
costs, they must be credited to the
Federal awa.rd either as B. cost reduc-
tion or cash refund, as appropriate.
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(b) In some instances, the amounts
received from the Federal Government
to finance activitieB or service oper-
ations 01the non-Federal entity Bhould
be treated as applicable credits. Spe-
cifically, the concept of netting such
credit items (including a.ny amounts
used to meet cost sharing or matching
requiremsnts) must be recognised in
determining the rates or amounts to be
charged to the Federal award. (See
§§200.436 Depreciation and 200.468 Spe-
cialized service facilities, for areas of
potential application in the matter of
Federal financing of activitIes.)
[7BFR 78608,Dec. 26, 2013, as amended At 79
FR 75885,Dec. 19,mB)

§200.407 Prior writteD approval (prior
approval).

Under any given Federal award, the
reaeonableneee and allocab1l1ty of cer-
tain items of costs may be difficult to
determine. In order to avoid subee-
quent disallowance or dispute based on
unreasonableness or nonallocabllity,
the non-Federal entity may seek the
prior written approval of the cognizant
agency for incllrect costs or the Federal
awarding agency in advance of the in-
currence of special or unUSUAlcosts.
Prior written approval Ilhould include
the timeframe or BCOpeof the agree-
ment. The absence of prior written ap-
proval on any element of cost w1ll not,
in itself. affect the relLSOnableneBSor
allocability of that element, unless
prior approval is specifically required
for allowab1l1ty as described under cer-
tain circumstances in the following
sections of this part:
(a) §200.201 Use oC grant agreements

(including fixed amount awards), coop-
erative agreements, and contracts,
paragraph (b)(5);
(b) 1200.306 Cost sharing or matching;
(c) §200.307 Program income;
(d) 1200.306 Revision of budget and

program plans;
(e) 5200.811 Real property;
rn 1200.818 Equipment;
(g) 1200.832 Fixed amount subawacds;
(h) §200.413 Direct costs, paragraph

(c);
(1) §200.430 Compensation-personal

services, paragraph (h);
(j) 1200.431 Compensation-fringe ben-

efits;
(k) §200.4S8 Entertainment costs;

2 CFRCh. U (1-1-15 Ec:II\on)

(1)1200.489 Equipment and other cap-
ital expenditures;
(m) 5200.440 Exohange rates;
(n) §200.441 Fines. penalties, damages

and other settlements;
(0) §200.442 Fund ra.is1ng and invest-

ment ma.na.gementcosts;
(P) t200.446 Goods or services for per-

sons.l use;
(q) §200.447 Insurance and indem-

n1f1cation;
(r) 1200.454 Memberships. subscrip-

tions, and profe66ional activity costs,
paragraph (c);
(s) 1200.455 Organization costs;
(t) §200.456 Participant support costs;
(u) §2OO.456 Pre-award costs;
(v) 1200.462 Rearrangement and re-

conversion costs;
(w) §200.467 Selling and marketing

costs;
(x) §200.470 Taxes (including Value

Added Tax); and
(y) 1200,474 Travel costs.

[78 FR '18608,Dec. 26, 2013, as amended At 79
P'R 75885,Dec. 19, m14)

§200.408 LimUation on alloWIIDce of
COIIts.

The Federal award may be Bubject to
statutory requirements that limit the
allowab1l1ty of costs. When the max-
imum amount allowable under a limi-
tation 1s less than the total amount de-
termined in aooordance with the prin-
ciples in this part. the amount not re-
coverable under the Federal award may
not be charged to the Federal award.

1200.409 Special cODaideratioDII.
In addition to the bastc consider-

ations regarding the allowab1l1ty of
costs highlighted in this subtitle, other
subtitles in th1Il part describe special
considerations and requirements appli-
cable to states, local governments, In-
dian tribes, and lHEB. In IWdition. cer-
tain provisiOns among the items of cost
in this subpart. are only a.pplicable to
certain types of non-Federal entities.
as S]lElcifiedin the following sections:
(a) Direct and Indirect (F&A) Costs

(§§2OO.412 Classification of oosts
through 200.415 Required certifications)
of this subpart;
(b) Specia.l CODBiderationsfor States,

Local Governments and Indian Tribes
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(§§200.416Cost allocation plans and in-
direct cost proposals and 200.417Inter-
agency service) of this subpart; and
(c) Special Considerations for Insti-

tutions of Higher Education (§§200.418
Costs incurred by states and local gov-
ernments and 200.419Cost accounting
standards and disclosure statement) of
this subpart.

t 200.410 Collection of unallowable
COlts..

Payments made for costs determined
to be unallowa.ble by either the Federal
awarding agency, cognizant agency for
indirect costs. or pass-through entity,
either as direct or indirect costs, must
be refunded (Inoluding- interest) to the
Federal Government in acoordanoe
with instructions from the Federal
agency that determined the costs are
unallowable unless Federal statute or
regulation directs otherwise. See also
Subpart D-Post Federal Award Re-
quirements of thie part, §§200.300Stat-
utory and national policy requirements
through 200.309Period of performance.

UOO.411 AdJustment of/J.reviou81yne·
,otiated indirect (F ) cost rate.
contaiDin, unallowable costs.

(a) Negotiated indirect (F&A) cost
rates based on a proposal later found to
have Included costs that:
(1) Are unallowable as spec1fied by

Federal statutes, regulations or the
terms and conditions of a Federal
award; or
(2) Are unallowable because they are

not allocable to the Federal awardts),
must be adjusted, or a refund must be
made, in accordance with the require-
ments of this section. These adjust-
ments or refunds are designed to cor-
rect the proposals used to establish the
rates and do not constitute a reopening
of the rate negot1atlon. The adjust-
ments or refunds will be made regard-
less of the type of rate negotiated (pre-
determined, final, fixed, or provi-
Bional).
(b) For rates covering a future fisw

year of the non-Federal entity, the un-
allowable costs will be removed from
the indirect (F&A) cost pools and the
rates appropriately adjusted.
(c) For rates covering a past period,

the Federal share of the unallowable
costs will be computed for each year

§200.413

involved and a cash refund (Including
interest chargeable In accordance with
applicable regulat1ons) will be made to
the Federal Government. If cash re-
funds are made for past periods covered
by provisional or fixed rates, appro-
priate adjustments will be made when
the rates are l1nal1zed to avo1d duplt-
cate recovery of the unallowable costs
by the Federal Government.
(d) For rates covering the current pe-

riod, either a rate adjustment or a. re-
fund, as described in paragraphs (b) and
(c) of this section, must be required by
the cognizant agency for indirect costs.
The choice of method must be at the
discretion of the cognizant agency for
indirect costs, based on its judgment as
to which method would be most prac-
tical.
(e) The amount or proportion of unal-

lowable costs Included in each year's
rate 11'111 be assumed to be the same as
the amount or proportion of unallow-
able costs included in the base year
proposal used to establish the rate.

DlRECTAND INDIRECT(F&A)COSTS

§ZOO.412 CJaa.mcation of_tal.
There is no universal rule for

claSSifying certain costs as either di-
rect or Indirect (F&A) under every ac-
counting system. A cost may be direct
with respect to some specific service or
function, but Indirect, with respect to
the Federal award or other final cost
objective. Therefore, it Is essenttat
that each item of cost incurred for the
same purpose be treated consistently
In like circumstances either as a direct
or an indirect (F&A) cost in order to
avoid possible double-charging of Fed-
eral awards. Guidelines for determining
direct and Indirect (F&A) costs charged
to Federal awards are provided in this
subpart.

§ZOO.41S Direct costs.
(a) General. Direct coste are those

costs that can be identified speoifically
with a particular flnal cost objeotive,
such as a Federal award, or other inter-
nally or externally funded activity. or
that can be directly assigned to such
activities relatively easily with a. high
degree of accuracy. Costs incurred for
the same purpose in like circumstances
must be treated consistently as either
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direct or indirect (F&A) costs. See also
§200.405 Allocable costs.

(b) Application to Federal awards.
Identification with the Federal award
rather than the nature of the goods and
services involved is the determining
factor in distinguishing direct from in-
direct (F&A) costs of Federal awards.
Typical costs charged directly to a
Federal award are the oompensation of
employees who work on that award,
their related [rlnge benefit costs, the
costs of materials and other itsms of
expense incurred for the Feden.l award.
If direotly related to a specifiC award,
certain coste that otherwise would be
treated as indirect coste may also in-
clude extraordinary utility consump-
tion, the cost of materials supplied
from stock or services rendered by spe-
cialized faoilities or other institutional
service operations.

(c) The salaries of administrative and
clerical staff should normally be treat-
ed as indirect (F&A) costs. Direct
charging of these costs may be appro-
priate only if an of the fonowing condi-
tions are met:

(1) Administrative or clerical serv-
ices are integral to a project or activ-
ity;

(2) Individuals involved can be spe-
cincally identified with the project or
activlty;

(3) Such costs are explicitly included
in the budget or have the prior written
approval of the Federal awarding agen-
oy;and

(4) The costs are not also recovered
as indirect coste.

(d) Minor' items. Any direct cost of
minor amount may be treated as an in-
direct (F&A) cost for reasons of practi-
cality where such accounting treat-
ment for that item of cost is consist-
ently applied to all Federal and non-
Federal cost objectives.

(e) The costs of certain activities are
not allowable as charges to Federal
awards. However, even though these
costs are unallowable for purposes of
computing oharges to Federal awards,
they nonethelees must be treated as di-
rect coste for purposes of determ1n1ng
indirect (F&A) cost rates and be allo-
cated their equitable share of the non-
Federal entity's indirect costs if they
represent activities which:

(1)Include the salaries of personnel,

2 CFRCh. II (1-1-15 EdHon)

(2)Occupy space, and
(3)Benefit from the non-Federal enti-

ty'S indirect (F&A)oosts.
(f) For nonprofit organizations, the

coste of activities performed by the
non-Federal entity primarily as a serv-
ice to members, cltents, or the general
public when B1gn1ficant and necessary
to the non-Federal entity's miesion
must be treated as direct costs whether
or not allowable, and be allocated an
equitable share of indirect (F&A) costs.
Bome examples of these types of activi-
ties include:

(1) Maintenance of membership rolls,
subscriptions, publications, and related
functions. See also § 200.454 Member-
ships, eubscrtpttons, and professional
activity costs.

(2) Providing services and informa-
tion to members, legislative or admin-
istrative bod1es, or the publio. See also
§§200.4M Memberships, subscIiptions,
and professional activity costs and
200.450 Lobbying.

(3) Promotion, lobbying, and other
forms of public relations. See also
§§200.421 Advertising and public rela.-
tions and 200.450 Lobbying.

(4) Conferences except those held to
conduct the general administration of
the non-Federal entity. See also
1200.432 Conferences.

(5) MaIntenance, protection, and in-
vestment of special funds not used in
operation of the non-Federal entity.
See also 5200.442 Fund raising and in-
vestment management costs.

(6) Administration of group benefits
on behalf of members or clients. in-
cluding life and hospital1nsurance, an-
nuity or retirement plans, and finan-
cial aid. See also 1200.431 Compensa-
tion-fringe benefi ts.
[78 FR '786OIl. Dec. 26, 2013, as amended at 79
FR 76886,Dec. 19, 2014J

§JOO.oU4 indirect (F'&A) coats.
(a) Facilities and Adminmration Classi-

fication. For major IHEs and major
nonprofit organizations, indireot (F&A)
costs must be olassified within two
broad categories: "Facilities" and
"Administration." "Facilities" is de-
fined as depreciation on bulld1nge,
equipment and ca.pital improvement,
interest on debt assoola.ted With cer-
tain buildings, equipment and capital
improvements, and opera.tions and
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maintenance expenses. ••Administra-
tion" is defined as general administra-
tion and general expenses such as the
director's office. accounting, personnel
and all other types of expenditures not
listed specifically under one of the sub-
categories of "Facilities" (including
cross allocations from other pools,
where applicable). For nonprofit orga-
nizations, library upenses are included
in the "Administration" categOry; for
institutions of higher education, they
are included in the "Fac1l1ties" cat-
egory. Major IREs are defined as those
required to use the Standard Format
for Bubmiesfon as noted in Appendix III
to Part 200-Indirect (F&A)Costs Iden-
tification and Assignment, and Rate
Determination for Institutions of High-
er Education (IREs) para.gra.ph C. 11.
Major nonprofit organizations are
those which receive more than $10mil-
lion dollars in direct Federal funding.
(b) Diversity of nonprofit organizations.

Because of the diverse characteristics
and accounting practices of nonprofit
organizations, it is not possible to
specifY the types of cost which may be
classified as indirect (F&A) cost in all
situations. Identification with a Fed-
eral award rather than the nature of
the goods and services involved is the
determining factor in distinguishing
direct from indirect (F&A) costs of
Federal awards. However. typical ex-
amples of indirect (F&A)cost for many
nonprofit organizations may include
depreciation on buildings and equip-
ment, the costs of operating and main-
taining fac1l1ties, and general adminis-
tration and general expenses, such as
the salaries and expenses of executive
officers, personnel administration. and
accounting.

(c) Federal Agency Acceptance of Nego-
tiated Indirect Cost Rates. (See also
§2OO.306Cost sharing or matching.)
(1) The negotiated rates must be ac-

cepted by all Federal awarding agen-
oies. A Federal awarding agency may
use a rate different from the negotiated
rate for a class of Federal awards or a
single Federal award only when re-
quired by Federal statute or regula-
tion, or when approved by a Federal
awarding agency head or delegate
based on documented justification as
described in paragraph (c)(3) of this
section.

§2DDAI4

(2)The Federal a.wardingagency hea.d
or delegate must notify OMBof any ap-
proved deviations.
(3) The Federal awarding agency

must implement, and make publicly
available, the poliCies, procedures and
general decision making criteria tha.t
their programs will follow to seek and
justifY deviations from n6g'otiated
rates.
(4)As required under 1200.203Notices

of funding opportunities. ths Federal
a.warding agency must include in the
notice of funding opportunity the poli-
ctea relating to indirect cost rate reim-
bursement. matching, or cost share as
a.pprovedunder para.graph (e)(l) of this
section. AB appropriate, the Federal
agency should incorporate discussion
of these policies into Federal awarding
agency outrea.ch a.ctivities with non-
Federal entities prior to the posting of
a notice of funding opportunity.
(d) Pass-through entitles are subject

to the requirements in §200.831Re-
quirements for pass-through entities.
paragraph (a)(4).
(e) Requirements for development

and submission of indirect (F&A) cost
rate proposals and cost allocation
plans are contained in Appendices m-
VII and Appendix IX as follows:
(1)Appendix III to Part 2OD-Indirect

(F&A)Costs Identification and Assign-
ment, and Rate Determination for In-
stitutions of Higher Education (IREs);
(2)Appendix IV to Part 2O~Indirect

(F&A)Costs Identification and ABSign-
ment, and Rate Determination for Non-
profit Organizations;
(3) Appendix V to Part 2DD-State/

Local Governmentwide Central Service
Cost Allocation Plans;
(4) Appendix VI to Part 200--Public

Assistance Cost Allocation Plans;
(5) Appendbt VII to Part 200-States

and Local Government and Indian
Tribe Indirect Cost Proposals; and
(6)Appendix IX to Part 200-Hospital

Cost Principles.
(f) In addition to the procedures out-

lined in the appendices in para.graph (e)
of this section. any non-Federal entity
that has never received a negotiated
indirect cost rate, except for those Don-
Federal entities described in Appendix
VII to Part 200--States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals. paragraph D.l.b, may elect
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to charge a de minimis rate of 10% of
modified total direct costs (MTDC)
which may be used indefinltely.As de-
scrlbed in §200.403Factors affecting al-
10wabil1tyof costs, costs must be con-
sistently charged as either indirect or
direot costs, but may not be double
charged or Inconsistently charged as
both. If chosen, this methodology once
elected must be used consllltently for
all Federal awards until such time as a
non-Federal entity chooses to nego-
tiate for a rate, which the non-Federal
entity may apply to do at any time.

(g) Any non-Federal entity th&t bas a
current federally negotiated indirect
cost rate may apply for a one-time ex-
tension of the rates in that agreement
for a period of up to four years. This
extension will be subject to the review
and approval of the cognizant agency
for indirect costs. If an extension is
granted the non-Federal entity may
not request a rate review until the ex-
tension period ends. At the end of the
4-ye&rextension, the non-Federal enti-
ty must re-apply to negotiate a rate.
Subsequent one-time extenaions (up to
four years) are permitted if a renegoti-
ation is completed between each exten-
sion request.
[78 FR 78608, Dec.26, 2013.as amended at 79
FR 75886,Dec.19,2014)

§200.416 Required ceriilieationa.
Required certifications include:
(a) To assure that expenditures are

proper and in accordance with the
terms and oonditions of the Federal
award and approved project budgets,
the annual and final fiscal reports or
vouchers requesting payment under the
agreements must include a certifi-
cation, signed by an official who is au-
thorized to legally bind the non-Fed-
eral entity, which reads as follows: "By
signing this report, I certi1'y to the best
of my knowledge and ):leliefthat the re-
port is true, complete, and accurate,
and the expenditures, disbursements
and cash receipts are for the purposes
and objectives set forth in the terms
and conditions of the Federal award, I
am aware that any false, fictitious, or
fraudulent information, or the omis-
sion of any material fact, may subject
me to criminal, civil or administrative
psnalties for fraud, false statements.
false claims or otherwise. (U.S. Code

2 CFR Ch. H (1-1-15 Ecltlon)

Title 18, Section 1001and Title 31. Bec-
tions 3729-3730and 3801-3812)."

(b) Certification of cost allocation
plan or indirect (F&A) oost rate pro-
posal. Each cost allocation plan or in-
direct (F&A) cost rate proposal must
comply witb the following:

(1)A proposal to establish a cost allo-
cation plan or an indirect (F&A) cost
rate, whether submitted to a Federal
cognizant agency for indirect costs or
maints.ined on file by the non-Federal
entIty,. must be certIfied by tlie non-
Federal entIty using the CertIficate of
Cost Allocation Plan 0r Certificate of
Indirect Costs as set forth in Appen-
dices m through VII, and Appendix IX.
The certificate must be signed on be-
half of the non-Federal entity by an in-
dividual at a level no lower than vice
president or chief financial officer of
the non-Federal entity that submite
the proposal.

(2) Unless the non-Federal entity has
elected the option under §200.414Indi-
rect (F&A) costs, p&ragraph (f), the
Federal Government may either dis-
allow all indirect (F&A) costs or uni-
laterally establish such a plan or rate
when the non-Federal entity falls to
submit a certified proposal for estab-
lishing such a plan or rate in accord-
anoe with the requirements. Such a
plan or rate may be based upon audited
historlcal data or such other data that
bave been furniBhed to the cognizant
agency for indirect costs and for which
it can be demonstrated that all unal-
lowable costs have been excluded.
When a cost allocation plan or Indirect
cost rate is unilaterally establ1sbed by
the 'Federal Government because the
non-Federal entity failed to submit a
certIfied proposal. the plan or rate es-
tablished w1l1be set to ensure that po-
tentially unallowable COBtswill not be
reimbursed.

(c) Certifications by non-profit orga-
nizations as appropriate that they did
not meet the definition of a mafor non-
pront organ1za.tIon as defined in
§200.414Indirect (F&A) costs, para-
graph (a).

(d) See also §200.450Lobbying for an-
other required certification.
['18 FR 78608. Dec.26, 2013.as amendedat 79
FR 76886.Dec.19.2014)
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SPECIALCONSIDERATIONS FOR STATES,
LocAL GovBRNl4ENTS AND INDIAN
TRIBES

§200.416 eo.t allocation planll and in·
direct COIIt proposals.

(a) For states, local governments and
Indian tribes, certain services, such ae
motor pools, computer centers, pur-
chuing, a.ccounting, etc., are provided
to operat1ng agencies on a centralized
ba.sis. Since Federal awards are per-
formed within the individual operating
agencies, there needs to be a procese
whereby these central service costs can
be identified and aesigned to benefitted
activities on a reasonable and con-
sistent basfa, The central service cost
allocation plan provides that process.
(b) Individual operating agencies

(governmental department or agency),
normally charge Federal awards for in-
direct costs through an indirect cost
rate. A separate indirect cost rate(s)
proposal for each operating agency is
usually neceesary to claim indirect
costs under Federal awards. Indirect
costs include:
(1) The indirect costs originating in

each department or agency of the gov-
ernmental unit carrying out Federal
awards and
(2) The costs of central governmental

servioes distributed through the cen-
tral service cost allocation plan and
not otherwise treated ae direct costs.
(c) The requirements for development

and subm1eslon of cost allocation plans
(for central service costs and public as-
sistance programs) and indireot cost
rate proposals are contained in appen-
dices IV, V and VI to this part.

1200.417 Interagency service.
The oost of services provided by one

agenoy to another within the govern-
mental unit may inolude allowa.ble di-
rect oosts of the servioe plus a pro-
rated sbare of indirect costs. A stand-
ard indirect cost allowance equal to
ten percent of the direct salary and
wage cost of providing the service (ex-
cluding overtime. shift premiums, and
fringe benefits) may be used in l1eu of
determining the actual indirect costs
of the service. These services do not in-
clude centralized services included in
central service cost allocation plans as
described in Appendix V to Part 200--

5200.419

State/Local Government and Indian
Tribe-Wide Central Service Cost Allo-
cation Pla.ns.

SPECIAL CONSIDERATIONS FOR
INSTITUTIONS OF HIGHER EDUCATION

§200.418 Cotiu. iDcurred by states and
local govermaeDu.

Costs incurred or paid by a state or
local government on behalf of its IREs
for fringe benefit programs, such ae
pension costs and FICA and any other
coste spec1fically incurred on bebalf of.
and in direct benefit to, the lHEB, are
allowable costs oi sucb lHEB whether
or not these costs are recorded in the
accounting recorda of the institutions.
subject to the following:
(a) Tbe costs meet tbe requirements

of 1§200.402 Composition of costs
througb ro0.411 Adjustment of pre-
viously negotiated indirect (F&A) cost
rates containing unallowable costs. of
this subpart;
(b) The costs are properly supported

by approved cost allocation plans in ac-
cordance with applicable Federal cost
accounting principles in this part; and
(c) The costs are not otberwise borne

directly or indirectly by the Federal
Government.

§200.4111 Cost accounting standardB
and di&cloeare atatemeDt.

(a) An !HE that receives aggregate
Federal awards totaling $50million or
more in Federal awards subjeot to this
part in it8 most recently completed fls-
cal year must comply with the Cost
Accounting Standa.rds Board's cost ac-
counting standards located at 48 CFR
9905.501.9905.502,9905.505,and 9905.506.
CAS-covered contracts awarded to the
IREs are subject to the CAS require-
ments at 48 CFR 9900through 9999and
48CFR pa.rt 30(FAR Pa.rt SO).
(b) Disclosure statement. An IRE that

receives aggregate Federal awards to-
taling $50 million or more subject to
this part during its most recently com-
pleted fiscal year must disclose their
oost accounting practices by fUing a
Disclosure Statement (DS-2). which is
reproduced in Appendix In to Part
2(J()-Indirect (F&A) Costs Identifica-
tion and Assignment, and Rate Deter-
mination for Institutions of H1gher
Education (lREs). With the approval of
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the cognizant agency for indirect costs,
an IRE may meet the DB-2 submission
by submitting the DB-2 for each bual-
ness unit that received $60 million or
more in Federal awards.
(1) The DB-2 must be submitted to

the cognizant agency for indirect costs
with a copy to the IRE's cognizant
agency for audit,

(2) An IHE is responsible for mam-
ta.iniDg an accurate DB-2 and com-
plying with disclosed cost acoountdng
practices. An IRE must fUe amend-
ments to the DB-2 to the cognimnt
agency for ind1rectcosts six months in
advance of a disclosed practice be1D.g
changed to comply with a new or modi-
fied standard, or when a practice is
changed for other reasons. An IHE may
proceed with implementing the cha.nge
only if it has not been notified by the
Federal cognizant agency for indirect
costs that either a longer period will be
needed for review or there are concerns
with the potential change within the
six months pertod. Amendments of a
DB-2 may be submitted at any time.
Resubmission of a complete, updated
DB-2 is discouraged except when there
are extensive changes to disclosed
practices,
(3) Cost and funding adjustments. Cost

adjustments must be made by the cog-
nizant agency for indirect costs if an
IRE faile to comply with the cost poli-
cies in this part or faUs to consistently
follow its established or disclosed cost
accounting practices when estimating,
accumulating or reportiDg the costs of
Federal awards, and the aggregate cost
impact on Federal awards is material.
The cost adjustment must normally be
made on an aggregate basis for all af-
fected Federal awards through an ad-
justment of the mE's future F&A costs
rates or other means considered appro-
priate by the cognizant agency for indi-
rect costs. Under the terms of CAS cov-
ered contracts, adjustments in the
amount of funding provided may also
be required when the estimated pro-
posal oosts were not determined in ac-
cordance with established cost ac-
counting practices.
(4) Overpayments, Exce85 amounts

paid in the aggregate by the Federal
Government under Federal awards due
to a noncompliant cost accounting
practice used to estimate, accumulate,

2 CFRCh. II (1-1-15 Edition)

or report costs must be credited or re-
funded, as deemed appropriate by the
cognizant agency for iridirect costs. In-
terest applicable to the excess amounts
paid in the aggregate during the period
of noncompliance must also be deter-
mined and collected in accordance with
applicable Federal agency regulat1ons.
(5) Compliant cost accounting practice

changes. Changes from one compliant
COBt accounting practice to another
compliant practIce that are approved
by the cognizant agency for indirect
costs may require cost adjustments if
the change has a ma.terial effect on
Federal awards and the changes are
deemed appropriate by the cognizant
agency for indireot costs.
(6) Responsibilities. The cognizant

agency for indirect cost must:
(i) Determine cost adjustments for

all Federal awards in the aggregate on
behalf of the Federal Government. Ac-
tions of the cognizant agency for indi-
rect cost in making cost adjustment
determinations must be coordinated
with all affected Federal awarding
agencies to the extent necessary.

(11) Prescribe guidelines and establ1sh
internal procedures to promptly deter-
mine on behalf of the Federal Govern-
ment that So D8-2 adequately discloses
the !HE's cost accounting practices
and that the disclosed practices are
compliant with applicable CAS and the
requiremente of this part.

(111) Distr1buts to all affected Federal
awarding agenoies any DB-2determina-
tion of adequacy or noncompliance.
[78 FR 78608, Dec, :16. 2013, a.e a.mendedat 79
FR 76886, Dec. 19, 2014)

GENERALPROVlSIONB FOR SELECTED
ITEMS OF CoST

§200.420 CODSideratlODS for lIelected
itellUl of eotri.

This section provldes principles to be
applied in establishing the allowability
of certain items involved in deter-
mining cost, in addition to the require-
ments of Subtitle n. Basic Consider-
ations of this subpart, These principles
apply whether or not a particular item
of cost is properly treated as direct
cost or indirect (F&A) cost. Failure to
mention a particular item of cost 15
not intended to imply that it is e1ther
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allowable or unallowable; rather, deter-
mination as to allowab1lity in each
case should be based on the treatment
provided for similar or related items of
cost, and baeed on the pr1nciplee de-
scribed in §§200.402 Compoeition of
costs through 200.411 Adjustment of
previously negotiated indirect (F&A)
cost rates containing unallowable
costs. In case of a discrepanoy between
the provisions of a specific Federal
award and the provisions below, the
Federal award governs. Criteria out-
lined in §200.403 Factors affecting at-
10wabH1tyof costs must be applied in
determining allowability. Bee also
§200.102 Exceptions.

§200.421 Advertising and public rela·
tiOJUI.

(a) The term advertieing coste means
the costs of advertieing media and cor-
ollary adm1n1strative costs. Adver-
t1s1ngmedia include magazines, news-
papers, radio and televieion, direct
man, exhibits, electronic or computer
transmittals, and the like.
(b) The only allowable advertising

costs are thoee which are solely for:
(1) The recruitment of personnel re-

quired by the non-Federal entity for
performanoe of a Federal award (See
also §200.463 Recruiting costs);
(2) The procurement of goods and

servtces for the performance of a Fed-
eral award;
(3) The disposBl of scrap or surplus

materials acQuired in the performance
of a Federal award except when non-
Federal entities are reimbursed for dis-
posal costs at a predetermined amount;
or
(4) Program outreach and other spe-

cific purposes necessary to meet the re-
quirements of the Federal award.
(c) The term "public relatious" in-

cludes community. relations and means
those activities dedicated to maintain-
ing the image of the non-Federal entity
or maintaining or promoting under-
standing and favorable relations with
the oommunity or public at large or
any segment of the public.
(d) The only allowable public rela-

tions costs are:
(1) Costs specifically required by the

Federal award;
(2) Costs of communicating with the

public and press pertaining to spec1fic

1200.424

activities or accomplishments which
result from performance of the Federal
award (these costs are considered nec-
essary as part of the outreach effort for
the Federal award); or
(3) Costs of conducting general liai-

son with news media and government
public relations officers, to the extent
that such activities are limited to com-
munication and liaison necessary to
keep the public informed on matters of
public concern, such ae notices of fund-
ing opportunities, financial matters,
etc.
(e) Unallowable advertiSing and pub-

lic relations costs include the fol-
lowing:
(1) All advertising and public rela-

tions costs other than as specified in
paragraphs (b) and (d) of this section;
(2) Costs of meetings, conventions,

convocations, or other events related
to other activities of the entity (see
also §200.432 Conferences), including:
(i) Costs of displays, demonstrations,

and exhibits;
(ii) Costs of meeting rooms, hospi-

tality suttee, and other special faclli-
tdes used in conjunction with shows
and other special events; and

(111) Salaries and wages of employees
engaged in setting up and dieplaying
exhibits, making demonstrations, and
providing briefings;
(3) Costs of promotional items and

memorab1l1a, including models, gifts,
and souvenirs;
(4) Costs of advertising and public re-

lations designed solely to promote the
non-Federal entity.

§200.422 Advisory couDeilB.
Costs incurred by advieory councils

or committees are unallowable unless
authorized by statute, the Federal
awarding agency or as an indirect cost
where allocable to Federal awards. See
§200.444 General costs of government,
applicable to states, local governments
and Indian tribes.

§200.423 Alcobolic beverages.
Costs of alcoholic beverages are unal-

lowable.

§200.424 Alumni/ae activities.
Costs incurred by mE!! for, or in sup-

port of, alumni/ae activities are unal-
lowable.

143

ATT ACHM ENT .•. ?..._.....
PAGE ..~.J_..... OF •..I_~ ••. PAGES



5200.425

t 200.425 Audit services.
(a) A reasonably proportionate share

of the costs of audits required by, and
performed in accordance with, the Sin-
gle Audit Act Amendments of 1996(31
U.S.C. 7601-7507),as implemented by re-
quirements of this pa.rt, are allowable.
However, the following audit costs are
unallowable:
(1) Any costs when audits required by

the Single Audit Act and Subpart F-
Audit Requirements of this part have
not been conducted or have been con-
ducted but not in accordance there-
with; and
(2) Any costs of auditing a non-Fed-

eral entity that is exempted from hav-
ing an aud1t conducted under the Sin-
gle Audit Act and Subpart F-Audit
Requirements of thiS part because its
expenditures under Federal awards are
less than $750,000during the non-Fed-
eral entity's fiscal year.
(b) The costs of a financial statement

audit of a non-Federal entity that does
not currently have a Federal award
may be included in the indirect cost
pool for a cost allocation plan or indi-
rect cost proposal.
(c) Pass-through entitles may charge

Federal awards for the cost of a.greed-
upon-procedures engagements to mon-
itor subrecipients (in accordance with
Subpart D-Post Federal Award Re-
quirements of this part, §§200.330Sub-
recipient and contractor determina.-
tions through 200.832Fixed Amount
SubawardB)who are exempted from the
requirements of the Single Audit Act
and Subpart F-Audit Requirements of
this part. This cost is allowable only if
the agreed-upon-procedures engage-
ments are:
(1) Conducted in accordance witb

GAGASattestation standards;
(2) Paid for and arranged by the pa.ss-

through entity; and
(3)Limited in BCOpeto one or more of

the following types of compliance re-
quirements: activities allowed or
unallowed; allowa.ble costs/cost prin-
ciples; eligibility; and reporting.

§200.426 Bad debtB.
Bad debts (debts which ha.ve been de-

termined to be uncollectable), Includ-
Ing losses (whether actual or esti-
mated) arising from uncollectable ac-
counts and other claims, are unallow-

2 CFRCh. II (1-1-15 Edition)

able. Related collection costs, and re-
lated legal costs, arising from such
debts after they have been determined
to be uncollectable are also unallow-
able. See also 5200.428Collections of
improper payments.

§200.427 Bonding-u.
(a) Bonding costs &.risewhen the Fed-

eral awa.rding agency requires assur-
ance against financial loss to itself or
others by reason of the act or default
of the non-Federal entity. They arise
also in instances where the non-Fed-
eral entity requires similar assurance,
including: bonds as bid, performance,
payment, advance payment, infr1nge-
ment, and fidelity bonds for employees
and officials.
(b) Costs of bonding required pursu-

ant to the terms and conditions of the
Federal award are allowable.
(c) Costs of bonding required by the

non-Federa.l entity in the general con-
duct of Its operations are allowable as
an indirect cost to the extent that such
bonding is in aoccrdanoe with BOund
business practice and the rates and pre-
miums are reasonable under the cir-
cumstances.

§200.428 Collections of improper pay-
ments.

The costs incurred by a non-Federal
entity to recover improper payments
are allowable as either direct or indi-
rect costs, as appropriate. Amounts
collected may be used by the non-Fed-
eral entity in accordance with cash
management standards set forth in
§200.306Pallment.

t 300.429 Commencemen. and CODVOca-
tiOD costs.

For IREs, costs incurred for com-
mencements and convocations are un-
a.llowable. except as provided for in A~
pendix ill to Part 200-Indirect (F&A)
Costs Identification and Assignment,
and Rate Determination for Institu-
tions of Higher Education (IREs), para-
graph (B)(9) Student Administration
and Services, as student activity costs.

1200.430 Compensation-personal
servlees,

(a) General. Compensation for per-
sonal services includes all remunera-
tion, paid currently or accrued, for
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services of employees rendered during
the period of performance under the
FederaJ award, including but not nec-
essarily limited to wages and salaries.
Compensation for personal services
may also include fringe benefits which
are addreeeed in §200.431 Compensa-
tion-fringe benefits. Costs of com-
pensation are allowable to the extent
that they satisfY the specific require-
ments of this part, and that the total
compensation for individual employ-
ees:
(1) Is reasonable for the services ren-

dered and conforms to the established
written policy of the non-Federal enti-
ty consistently applied to both Federal
and non-Federal activities;
(2) Follows an appointment made in

accordance with a non-Federal entity's
laws and/or rules or written policies
and meets the requirements of Federal
statute, where a.pplicable; and
(3) Is determined and supported as

provided in paragra.ph (i) of this sec-
tion, Standards for Documentation of
Personnel Expenses, when applicable.
(b) Reasonableness. Compensation for

employees engaged in work on Federal
awards will be considered reasonable to
the extent that it is consistent with
that paid for simllar work In other ac-
t.ivities of the non-Federal entity. In
cases where the kinds of employees re-
Quired for Federal awa.rds are not found
in the other activities of the non-Fed-
eral entity, compensation will be con-
sidered reasonable to the extent that it
is compa.rable to that paid for s1milar
work in the labor ma.rket in which the
non-Federal entity competes for the
kind of employees involved.

(c) Professional activities outside the
non-Federal entity. Unless an arrange-
ment is specifically authorized by a
Federal awarding agency, a non-Fed-
eral entity must follow its written non-
FederaJ entity-wide poltciee and prac-
tices concerning the permisstble extent
of professional services that can be pro-
vided outside the non-Federal entity
for non-organizational oompensation.
Where such non-Federal entity-wide
written policies do not exist or do not
adequately define the pennissible ex-
tent of consulting or other non-organi-
zational activities undertaken for
extra outside pay, the Federal Govern-
ment may requtre that the effort of

§2OO.43O

professional staff working on Federal
awards be allocated between:
(1) Non-Federal entity aotivities, and
(2) Non-organizational professional

activities. If the Federal awarding
agenoy considers the extent of non-or-
ga.nizational professional effort exces-
sive or inoonsistent with the confliots-
of-Interest terms and oonditions of the
Federal award, appropriate arrange-
ments governing compensation will be
negotiated on a case-by-ca.seba.s1s.
(d) Unallowable costs. (1) Costs which

are unallowable under other sections of
these principles must not be allowable
under this section solely on the basts
that they constitute personnel com-
pensation.
(2) The allowable compensation for

certain employees is subject to a. ceil-
ing in accordance with statute. For the
amount of the ceiling for cost-reim-
bursement contracts, the oovered com-
pensation subject to the ceiling, the
covered employees, and other relevant
provisions, see 10 U.S.C. 2324(e)(1)(P),
and 41 U.S.C. 1127and 4304(a)(16).For
other types of Federal awards, other
statutory ce1l1ngsmay apply.
(e) Special considerations. Special con-

siderations in determining allowabil1ty
of compeneation will be given to any
change in a non-Federal entity's com-
pensation policy resulting in a substan-
tial increase in its employees' level of
compensation (pa.rticularly when the
cnense was concurrent with an in-
crease in the ratio of Federal awards to
other activities) or any change in the
treatment of allowability of specific
types of compensation due to changes
in Federal policy.

(f) Incentive compensation. Inoentive
oompensation to employees based on
cost reduction, or efficient perform-
ance, suggestion awards, safety awards,
etc., is aJlowable to the extent that the
overall compensation is determined to
be reasonable and such costs are paid
or accrued pursuant to an agreement
entered into in good faith between the
non-Federal entity and the employees
before the services were rendered, or
pursuant to an established plan fol-
lowed by the nOD-Federa.1entity so
consistently as to imply, in effect, an
agreement to make such payment.
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(g) Nonprofit OTganizations. For com-
pensation to members of nonprofit or-
ganizations. trustees. directors. associ-
ates. officers, or the immediate fami-
lies thereof, determination must be
made that such compensatfon is rea-
sonable Corthe actual personal services
rendered rather than a distribution of
e&l'Il1ngsin excess of costs. This may
include director's and executive com-
mittee member's fees, incentive
awards, allowances for ofi-l5ite pay. in-
centive pay, location allowances, hard-
ship pay. and cost-of-living differen-
tials.

(h) Institutions of higher education
(IHEs). (1) Certain conditions require
special consideration and possible limi-
tations in determining allowable per-
sonnel compensation costs under Fed-
eral awards. Among such conditions
are the following:
(i) Allowable activities. Charges to

Federa.l awards may include reasonable
amounts for activities contributing
and directly related to work under an
agreement. such as delivering speCial
lectures about specifiC aspects of the
ongoing activity, writing reports and
articles, developing and maintaining
protocols (human. animals. etc.), man-
aging substanceslchemicals, managing
and securing project-specific data. co-
ordinating research subjects, partici-
pating in appropriate seminars, con-
sulting with colleagues and graduate
students, and attending meetings and
conferences.
(ii) Incidental activities. Incidental

activities for which supplemental com-
pensatton is allowable under written
institutional policy (at a. rate not to
exceed Institutional base salary) need
not be included in the records described
in paragraph (1) of this section to di-
rectly charge pa.yments of incidental
activities, such activities must either
be specifically provided for in the Fed-
eral award budget or receive prior writ-
ten approval by the Fedew awarding
agency.

(2) Salary basis. Charges for work per-
formed on Federal awards by faculty
members during the academic year are
allowable at the lBS rate. Except as
noted in paragraph (h)(l)(l1) of this sec-
tion, in no event will charges to Fed-
eral awards, irrespective of the basis of
computation, exceed the proportionate

2 CFR Ch. II (1-1-15 Edition)

share of the IBS for that period. This
principle applies to all members of fac-
ulty at an institution. IBS is defined as
the annual oompensation paid by an
IRE for an individual's appointment,
whether that 1ndividual's time is epent
on research. instruction, administra-
tion, or other activities. !BS excludes
any income that an individual earns
outside of duties performed for the
IHE. Unlese there is prior approval by
the Federal awarding agency, charges
of a faculty member's salary. to a Fed-
eral award must Dot exceed the propor-
tionate 8hare of the !BS for the period
during which the faculty member
worked on the award.

(3) Intra-Institution of HigheT Edu-
cation (IHE) c01lS1tlttng. Intra-IHE con-
Bulting by faculty 1s assumed to be un-
dertaken as an IHE obligation requir-
ing no compensation in addition to
lBS. However, in unusual cases where
consultation is across departmental
lines or involves a separate or remote
operation, and the work performed by
the faculty member is in addition to
his or her regular responsib1llties, any
charges for such work representing ad-
ditional compensatton above IBS are
allowable provided that such con-
sulting arrangements are specifically
provided for in the Federal award or
approved in writing by the Federal
awarding agency.
(4) Extra Service Pay normally rep-

resents overload compensatdon, subject
to 1Dstitutlonal compensatton pol1cies
for services above and beyond ms.
Where extra service P6.Y is a result of
Intra-mE consulting, it is subject to
the same requirements of paragraph (b)
above. It is allowable if all of the fol-
lowing conditions are met:
(i) The non-Federal entity estab-

lishes ooJisistent written policies which
apply uniformlY to all faculty mem-
bers, not just those working on Federal
awards.
(11) The non-Federal entity estab-

lishes a consistent written det1nition of
work covered by IBS which 1s specific
enough to determine conolusively when
work beyond that level has occurred.
This may be described in appointment
letters or other documentations.
(l1i) The supplementation amount

paid is commensurate with the IBS

146

DATT AC HM ENT ----.~----------.
PAGE __:12 OF _.J_~~_ PAGES



OMB Guidance

rate of pay and the a.mount of a.ddi-
tiona.l work performed. See paragra.ph
(h)(2) of this section.
(iv) The sa.J.aries, as supplemented,

fall wi thin the Ba.la.rystructure and
pay ranges established by and docu-
mented in writing or otherwise a.ppl1oa-
ble to the non-Federal entity.
(v) The total salaries charged to Fed-

eral awards includJDg extra service pay
are subject to the Standards of Docu-
mentation all deeoribed in paragraph (1)
of this section.

(5) Periods outside the academic year.
(i) Except ae specified for teaching ac-
tivity in paragraph (h)(5)(ii) of this sec-
tion, charges for work performed by
!acuIty members OD Federal awards
during periods not included in the base
salary period will be at a. ra.te not in
ezcees of the ms.
(ii) Cha.rges for tea.ch1ng a.ctivities

performed by faculty members ODFed-
era.l a.wards during periods Dot included
in IBB period will be based on the nor-
mal written policy of the IRE gov-
erning compensation to faculty mem-
bers for teaching assignments during
such periods.

(6) Part-time facult7/. Cha.rges for work
performed on Federa.l awards by fac-
ulty members ha.v1ng only pa.r~time
appointments will be determined at a
rate not in excess of that regularly
paid for part-tame aBBignments.
(7) Sallbatical leave costs. Rules fcr

sabbatical leave are all follow:
(1) Costs of leaves of absence by em-

ployees for performance of graduate
work or sabbat1cal study, travel, or re-
search are allowable prov1ded the IRE
hall a uniform written pol1cy on sab-
batical leave for persons engaged in in-
struotion and persons engaged in re-
search. Such costs will be allocated on
an equitable basis among all related
activities of the!HE,
(li) Where sabbatical lea.ve Is in-

cluded in fringe benefits for which a
COBtis determined for aesesernent as a.
direct charge, the aggrega.te a.mount of
such aasesementa applicable to all
work of the institution during the ba.se
period muet be reasonable in rela.tion
to the IHE's actual experience under
its sa.bba.tical leave policy.

(8) Salary Tates fOT non-faculty mem-
bers. Non-faculty full-time professional
personnel may also ea.rn "extra service

§2OO.43O

pay" in accordance with the non-Fed-
eral entity's written policy and con-
sistent with paragraph (h)(l)(i) of this
section.

(1) Standards for Documentation of Per-
sonnel ExpenseJ (1) Charges to Federa.l
a.wards for salaries and wa.gesmust be
based on records that accurately re-
flect the work performed. These
reoords must:

(t) Be supported by a system of inter-
na.l control which prov1des reasonable
assurance that the charges are accu-
ra.te, allowable, and properly allooated;
(11)Be lucorporated into the official

reoords of the non-Federal entity;
(11i)Reasonably reflect the total ac-

tivity for which the employee 1s com-
pensa.ted by the non-Federal entity,
not exoeeding 100% of compensated ac-
tiv1ties (for llIE, this per the TIm's def-
in1tion of IBS);
(iv) Encompass both federally as-

sisted and a.11 other activities oom-
pensated by the non-Fedel'l.l entity on
an integrated basis, but may include
the use of subsidia.ry records a.sdefined
in the non-Federal entity's written pol-
icy;
(v) Comply with the established ac-

counting policies and pra.ctices of the
non-Federal entity (Bee pa.ra.graph
(h)(1)(11)above for treatment of inci-
dental work for IHEs.); and
(vi) [Re8erved]
(v11)Support the distribution of the

employee's salary or wa.gesamong spe-
cific activities or cost objectives if the
employee works on more than ODeFed-
eral award; a Federa.l award and Don-
Federal a.ward; an indirect cost activ-
ity and a. direct cost activ1ty; two or
more indirect activities which are 80110-
oated using different allooation bases;
or an unallowable activity and a direct
or indirect cost activity.
(v11i) Budget estimates (1.e., esti-

mates determined before the services
are performed) alone do not qualify as
support for charges to Federa.l awards,
but may be used for interim accounting
purposes, provided that:
(A) The system for establ1shtng the

estimates produces reaeonable approxi-
mations of the activity actually per-
formed; .
(B) Significant changes in the cor-

responding work activ1ty (as defined by
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the non-Federal entity's written poli-
cies) are identified and entered into the
records in a timely manner. Short tenn
(such as one or two months) fluotua-
tron between workload categories need
not be considered as long as the dis-
tribution of salartee and wages is rea-
sonable over the longer term; and
(C) The non-Federal entity's system

of internal controls includes processes
to review a!ter-the-fact interim
charges made - to a Federal awards
based on budget estimates. All nec-
esBa.ryadjustment must be made such
that the final amount charged to the
Federal award Is accurate, allowable,
and properly allocated.
(ix) Because practices vary as to the

activity constituting a full workload
(for IREs, lBB), records may reflect
categories of activities expressed as a
percentage distribution of total activi-
ties.

(x) It is recognized that teaching, reo
search, service, and administration are
often inextricably Intermingled in an
academic setting. Wben recording eala-
rtes and wages charged to Federal
awards for mEs, a precise &.SSe88ment
of factors that contribute to costs Is
therefore not always feasible, nor is it
expected.

(2) For records which meet the stand-
ards required in paragraph (i)(I) of this
section, the non-Federal entity will not
be required to provide additional sup-
port or documentation for the work
performed, other than that referenced
in paragraph (1)(3) of this section.
(3) In accordance with Department of

Labor regulatiOns Implementing the
Fair Labor Standards Act (FLBA) (29
CFR part 516),charges for the salaries
and wages of nonexempt employees, In
addition to the supporting documenta-
tion desoribed in this seotion, must
also be supported by records indicating
the total number of hours worked each
day.
(4) Salaries and wages of employees

used in meeting cost sharing or match-
ing requirements on Federal awards
must be supported in the same manner
as salaries and wages claimed for reim-
bursement from Federal awards.
(5) For states, loca.l governments and

Indian tribes, substitute prooeasee or
systems for allocating salaries and
wages to Federal awards may be used

2 CFRCh.1I (1-1-15 Edition)

in place of or in addition to the records
described in paragraph (1) if approved
by the cognizant agency for Indirect
cost. Such systems may include, but
are not limited to, random moment
sampling, "roll1ng" time studies, case
counts, or other quantlftable measures
of work performed.
(i) Substitute systems wlllch use

Il&mpl1ngmethods (prlma.rlly for Tem·
porary Assistance for Needy Families
(TANF), the Supplemental Nutrition
All5istance Program (SNAP), Medicaid,
and other public assistance programs)
must meet acceptable statistical 8&Dl-
pl1ng standards including:
(A) The sampling universe must m-

elude all of the employees whose sala-
ries and wages are to be allocated
based on sample results except as pro-
vided in paragraph (i)(5)(iii) of this sec-
tion;

(B) The entire time period involved
must be covered by the sample; and
(C) The results must be statistically

valid and applied to the period being
sampled.
(ii) Allocating charges for the sam-

pled employees' supervisors, clerical
and support staffs, based on the results
of the sampled employees, will be ac-
ceptable.

(111) Leas than full compliance with
the statistical sampling standards
noted in subsection (5)(i) may be ac-
cepted by the cognizant agency for in-
d1rect COBtsif It concludes tha.t the
amounts to be allocated to Federal
awards will be minimal, or if it con-
cludes tha.t the system proposed by the
non-Federal entity will result in lower
costs to Federal awards than a system
·which complies with the standards.

(6) Cognizant agencies for indirect
costs are enoouraged to approve al ter-
native proposals based on outcomes
and m1lestones for program perform-
ance where these are clearly docu-
mented. Where approved by the Federal
cognizant agency for indirect costs,
these plana are a.ooeptable as an al ter-
native to the requirements of para-
graph (i)(1}of this section.
en For Federal awards of similar pur-

pose activity or instances of approved
blended funding, a nen-Pederar entity
may submit performance plans that In-
corporate funds from multiple Federal
awards and account for their combined
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use .based on performance-oriented
metrics, provided that such plans are
approved in adva.nce by a.ll involved
Federa.l awarding agencies. In these in-
stances, the non-Federal entity must
submit a request for waiver of the re-
quirements based on documentation
that describes the method of cha.rglng
costs, relates the charging of costs to
the specific activity that is applicable
to all fund sources, and is based on
quantifiable measures of the activity
In relation to time charged.

(B) For a non-Federal entity where
the records do not meet the standards
described in thiB section, the Federal
Government ma.y require personnel ac-
tivity reports, including prescribed cer-
tifications, or equivalent documenta.-
tiOD that support the records as re-
quired in this sectlon.
[78 FR 7ll6Oll,Dec. 26, 2013. a.s &mended at 79
FR 75886.Dec. 19. 2014]

§200_431 CompenBation--lriDge bene-
fits.

(8.) Fringe benefits are allowances
and services provided by employers to
their employees as compensation in ad-
dition to regular salaries and wages.
Fringe benefits include, but are not
limited to, the costs of leave (vacation,
family-related, sick or military). em-
ployee insurance, pensions, and unem-
ployment benefit plans. Except as pro-
vided elsewhere in these prinoiples. the
costs of fringe benefits are a.llowable
provided that the benefits are reason-
able and are required by law, non-Fed-
eral entity~mployee agreement, or an
established policy of the non-Federa.l
entity.
(b) Leave. The cost of fringe benefits

In the form of regular compensation
paid to employees during periods of au-
thorized absences from the job, such as
for annual leave, family-related leave,
sick leave, holidays, court leave, mili-
tary leave, a.dmin1strative leave, and
other similar benefits, are allowable if
all of the following criteria are met:
(1) They are provided under estab-

lished written leave policies;
(2) The costs are equitably allocated

to all related activities, including Fed-
eral awards; and,
(3) The accounting basis (cash or ac-

crual) selected for costing each type of
leave is conSistently followed by the

§200.431

non-Federal entity or specified group-
ing of employees.
(1) When a non-Federal entity uses

the C&8hbasis of accounting, the cost
of leave is recognized in the period that
the leave is taken and paid for. Pay-
ments for unused leave when an em-
ployee retires or terminates employ-
ment are allowable in the year of pay-
ment.

(11) The accrual basis may be only
used for those types of leave for which
a liability as defined by GAAP exists
when the leave is earned. When a. non-
Federal entity uses the accrual basis of
accounting. allowable leave costs are
the lesser of the amount accrued or
funded.
(c) The cost of fringe benefits in the

form of employer contributions or ex-
penses for social security; employee
life, health, unemployment, and work-
er's compensation insurance (except as
indicated in §200.447 Insurance and in-
demnification); pension plan costs (see
paragraph (1)of this section); and other
similar benefits are allowable, provided
such benefits are granted under estab-
lished written policies. Such benefits,
must be allocated to Federal awards
and all other activities in a manner
consistent with the pattern of benefits
attributable to the individuals or
group(s) of employees whose salaries
and wages are chargeable to suoh Fed-
eral awards and other activities, and
charged as direct or indirect costs in
accordance with the non-Federal enti-
ty's accounting practices.
(d) Fringe benefits may be assigned

to cost objectivse by identifYing spe-
cific benefits to specific individual em-
ployees or by allocating on the basis of
entity-wide salaries and wages of the
employees receiving the benefits. When
the allocation method is used, separate
allocations must be made to selective
groupings of employees, unless the
non-Federal entity demonstrates that
costs in relationship to salaries and
wages do not differ significantly for
different groupe of employees.
(e) Insurance. See also §200.447 Insur-

ance and indemnification. paragraphs
(d)(l) and (2).
(1) Provisions for a reserve under a

self-insurance program for unemploy-
ment compensation or workers' com-
pensation are allowable to the extent
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that the provisions represent reason-
able estimates of the liabilities for
such compensation. and the types of
coverage. extent of coverage. and rates
and premrums would have been allow-
able had insurance been purchased to
cover the risks. However. provisions for
self-insured liabilities which do not be-
come payable for more than one year
after the provision is made must not
exceed the present value of the liabil-
ity.
(2) Ooste of insurance on the lives of

trustees. officers. or other employees
holding positiOns of s1m1la.rresponsi-
bility are allowable only to the extent
that the insurance represents addi-
tional compensation. The costs of such
insurance when the non-Federal entity
is named lIB beneficiary are unallow-
able.
(3) Actual claims paid to or on behalf

of employees or former employees for
workers' compensation, unemployment
compensation, severance pay. and simi-
lar employee benefits (e.g., post-retire-
ment health benefits), are allowable in
the year of payment provided that the
non-Federal entity follows a consistent
costing policy.

(f) Automobiles. Tha.t portion of auto-
mobile costs furnished by the entity
that relates to personal use by employ-
ees (including transportation to and
from work) is unallowable lIB fringe
benefit or indirect (F&A) costs regard-
lees of whether the cost is reported as
taxable income to the employees.

(g) Pension Plan Costs. Pension plan
costs which are incurred in accordance
with the established policies of the
non-Federal entity are allowable, pro-
vided that:

(1) Such policies meet the test of rea-
sonablenees.
(2)The methods of cost allocation are

not discriminatory.
(3) For entities using accrual based

accounting, the cost assigned to each
fiscal year is determined in accordance
with GAAP.
(4) The costs assigned to a given fis-

cal year are funded for all plan partici-
pants within six months after the end
of that year. However, mcreaeeeto nor-
mal and past service pension costs
caused by a delay in funding the actu-
arial liab1l1ty beyond SO calendar days
after each quarter of the year to which

2 CFR Ch. II (1-1-15 Edttion)

such costs are &.I!Bignableare unallow-
able. Non-Federal entity may elect to
follow the "Cost Accounting Standard
for Composition and Measurement of
Pension Costs" (48CFR 9904.412).
(5) Pension plan termination insur-

ance premiums paid pursuant to the
Employee Retirement Income Security
Aot (ERISA) of 19'14 (29 U.S.C. lSOl-1461)
are allowable. Late payment charges
on such premiums are unallowa.ble. Ex-
cise taxes on accumulated fUnding defi-
ciencies and other penalties imposed
under ERISA are unallowable.
(6) Pension plan coste may be com-

puted using a pay-as-you-go method or
an acceptable actuarial cost method in
accordance with esta.bUshed written
policies of the non-Federal entity.
(i) For pension plans financed on a

pay-as-YOU-gOmethod. allowable costs
will be limited to those representing
actual payments to retirees or their
benefioiaries.

(11) Pension costs calculated using an
actuarial cost-based method recognized
by GAAP are allowable for a given fis-
oa1 year if they are funded for that
year within six months after the end of
that year, Costs funded after the six
month period (or a later period agreed
to by the cognizant agency for indirect
costs) are allowable in the year fUnded.
The cognizant agenoy for indirect costs
may agree to an extension of the six
month period if an appropriate ad,ust-
ment is made to compensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursement and the non-Federal enti-
ty's contribution to the pension fUnd.
Adjustments may be made by cash re-
fund or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in excess of contributions
to the pension fund.
(iil) Amounte funded by the non-Fed-

eral enti ty in excese of the actuarially
determined amount for a fiscal year
may be used as the non-Federal enti-
ty'S contribution in future periods,
(iv) When a non-Federal entity con-

verts to' an acceptable actuarial cost
method. as defined by GAAP. and funds
pension oosts in accordance with this
method, the unfunded liability at the
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time of conversion is allowable if am-
ortized over a period of years in accord-
ance with GAAP.
(v) The Federal Government must re-

ceive an equitable share of any pre-
viously allowed pension costs (includ-
ing earnings thereon) which revert or
inure to the non-Federal entity in the
form of a refund, withdrawal, or other
credit.
(h) Post-Retirement Health. Post-re-

tirement health plans (PRHP) refers to
costs of health insurance or health
services not included in a pension plan
covered by paragraph (g) of this section
for retirees and their spouses, depend-
ents, and survivors. PRHP costs may
be computed using a pay-as-you-go
method or an a.cceptable actuarial cost
method in accordance with established
written policies of the non-Federal en-
tity.
(1) For PRHP financed on a pay-as-

you-go method, allowable costs will be
limited to those representing actual
payments to retirees or their bene-
ficiaries.
(2) PRHP costs calculated using an

actuarial cost method recognized by
GAAP are allowable if they are funded
for that year within six months after
the end of that year. Costs funded after
the six month pertod (or a later period
&.greedto by the cognizant agency) are
allowable in the year funded. The Fed-
eral cognizant agenoy for indirect costs
may a.gree to an extension of the six
month pertod If an appropriate adjust-
ment Is made to compensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursements and the non-Federal enti-
ty'S contributions to the PRHP fund.
Adj~stments may be made by cash re-
fund, reduction in current year's PRHP
costs, or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in excess of contributions
to the PRHP fund.
(3) Amounts funded in excess of the

actuarially determined amount for a
fiscal year may be used as the Federal
Government's contribution in a future
pertod.
(4) When a non-Federal entity con-

verts to an acceptable actuartal cost
method and funds PRHP costs in ac-
cordance with this method, the initial

§200.431

unfunded llab111tyattributable to prior
years is allowable if amortized over a
period of years in acoordance with
GAAP, or, if no such GAAP pertod ex-
ists, over a period negotiated with the
cogmzant, agency for indirect costs.
(5) To be allowa.ble in the current

year, the PRHP costs must be paid ei-
ther to:

(1) All insurer or other benefit pro-
vider as current year costs or PI'&-
miums, or
(Ii) An insurer or trustee to maintain

a trust fund or reserve for the sole pur-
pose of providing post-retirement bene-
fits to retirees and other beneficiaries.
(6)The Federal Government must re-

ceive an equitable sha.re of any
amounts of previously allowed post-re-
tirement benefit costs (including earn-
ings thereon) which revert or inure to
the non-Federal entity in the form of a
refund, withdrawal, or other credit.
(i) Severance Pay. (1) Severance pay,

also oommonly referred to a.sdism1ssal
wages, 1s a payment in a.ddltion to reg-
ular salaries and wages, by non-Federal
entities to workers whose employment
Is being terminated. Costs of severance
pay are allowable only to the extent
that in each oase, it Is required by (a)
law, (b) employer-employee agreement,
(c) established pollcy that constitutes,
in effect, an Implied agreement on the
non-Federal entity's part, or (d) cir-
cumstances of the particular employ-
ment.
(2) Costs of severanoe payments are

divided into two categories as follows:
(1)Actual normal turnover severance

payments must be allocated to a.1lac-
tivities; or. where the non-Federal en-
tity provides for a reserve for norma]
severances, such method will be ac-
ceptable if the charge to current oper-
ations is reasonable in light of pay-
ments aotually made for normal
severances over a representative past
period, and if amounts charged are al-
located to all activities of the non-Fed-
eral entity.
(li) Measurement of costs of abnor-

mal or mass severance pay by means of
an accrual wi)) not achieve equity to
both parties. Thus, accruals for this
purpose are not allowable. However.
the Federal Government recognizes its
obligatIon to participate, to the extent

151

DAIT ACHMENT . . .... _.....

PAGE ._.-:L~.... OF ••.L:t<L' .. PAGES



§200.432

of its fair share, in any specific pay-
ment. Prior approval by the Federal
awarding agency or cognizant agency
for indirect cost, as appropriate, is re-
quired.
(3) Costs incurred in certain sever-

ance pay packages which are in an
amount in excess of the normal sever-
ance pay paid by the non-Federal enti-
ty to an employee upon termination of
employment and are paid to the em-
ployee contingent upon a change in
ma.na.gement control over, or owner-
ship of, the non-Federal entity's assets,
are unallowable.
(4)Severance payments to foreign na-

tionals employed by the non-Federal
entity outside the United States, to
the extent that the amount exceeds the
customary or preva.1ling pra.ctices for
the non-Federal entity in the United
States, are unallowable, unless they
are necessary for the performance of
Federal programs and approved by the
Federal awarding agency.
(5) Sevel'&Jlcepayments to foreign na-

tionals employed by the non-Federal
entity outside the United States due to
the termination of the foreign national
as a result of the clOSingof, or curtail-
ment of a.ctivities by, the non-Federal
entity in that country, are unallow-
able, unless they are necessary for the
performance of Federal programs and
approved by the Federal awarding
agency.mel) For /HEs only. Fringe benefits in
the form of tuition or remission of tui-
tion for individual employees are al-
lowable, provided such benefits are
granted in accordance with established
non-Federal entity policies, and are
distributed to all non-Federal entity
a.ctivities on an equitable basis. Tui-
tion benefits for family members other
than the employee are unallowable.
(2) Fringe bene!1ts in the form of tui-

tion or remission of tuition for indi-
vidual employees not employed by
IHEs are limited to the tax-free
amount allowed per section 127of the
Internal Revenue Code as amended.
(3) IHEs may offer employees tuition

waivers or tuition reductions for un-
dergraduate education under IRC Sec-
tion 117(d)as amended, provided that
the benefit does not discriminate in
favor of highly compensated employ-
ees. Federal reimbursement of tuition

2 CFRCh.U (1-1-15 Edition)

or remission of tuition is also limited
to the institution for which the em-
ployee works. See §200.466Scholarships
and student aid costs, for treatment of
tuition remission provided to students.
(k) For IHEs whose costs are paid by

state or local governments, fringe ben-
efit programs (such as pension costs
and FICA) and any other benefits costs
specifically incurred on behalf of, and
in direct benefit to, the non-Federal
entity, are allowable costs of such non-
Federal entities whether or not these
costs are reoorded in the' accounting
records of the non-Federal entities,
subject to the following:

(1) The costs meet the requirements
of Basic Considerations in H200·402
CompOsition of costs through 200.411
Adjustment of previously negotiated
indirect (F&A) cost rates conta1ning
unallowable costs of this subpart;
(2) The costs are properly supported

by approved cost allocation plans in ac-
cordance with appl1cable Federal cost
accounting principles; and
(3) The costs are not otherwise borne

directly or indirectly by the Federal
Government.
[78 FR 78608. Dec. 26, 2013, as amended a.t 79
FR 768116. Dec. 19, 2014]

§ 200.482 Conferencea.
A conference is defined as a meeting,

retreat. seminar, symposium, work-
shop or event whose primary purpose is
the dissemination of technical infor-
mation beyond the non-Federal entity
and 15 necessary and reasonable for
successful performance under the Fed-
eral award. Allowable oonference costs
paid by the non-Federal entity as a
sponsor or host of the conference may
include rental of facilities, speakers'
fees, costs of meals and refreshments,
local transportation, and other items
incidental to such conferences unless
further restricted by the terms and
conditions of the Federal award. As
needed, the costs of identifying. but
not providing, locally available depend-
ent-care resources are allowable. Con-
ference hosts/sponsors must exercise
discretion and judgment in ensuring
that conference costs are appropriate,
necessary and managed in a manner
that minimizes costs to the Federal
award. The Federal awarding agency
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may authorize exceptions where appro-
pr1ate for programs includiIlg Indian
tribes, children, and the elderly. See
also §§200.488 Entertainment costs,
200.466 Pa.rticipant support costs,
200.474 Travel costs, and 200.475 Trust-
ees.

§200.433 ContingeDcy provisions.
(8) Contingency ill that part of a

budget estimate of future costs (typi-
cally of large construction projects, IT
systems, or other items 88 approved by
the Federal awa.rd1Ilgagency) which 1s
associated with po88ible events or con-
ditione arising from causes the precise
outcome of which is indeterminable at
the time of estimate, and that experi-
ence shows will likely result, in aggre-
gate, in additional costs for the ap-
proved activity or project. Amounts for
major project scope ch8,Jlgee, unfore-
seen risks, or extraordinary events
may not be included.
(b) It is permissible for contingency

amounts other than those excluded in
paragraph (a) of this section to be ex-
pl1citly included in budget esttmates.
to the extent they are necessary to im-
prove the precision of those estimates.
Amounts must be estimated using
broadly-accepted cost estimating
methodologies, specifled 1n the budget
doeumentatton of the Federal award,
and accepted by the Federal awarding
agency. As such, contingency amounts
are to be included in the Federal
award. In order for actual costs in-
curred to be allowable, they must com-
ply with the cost prlnc1ples and other
requirements 1n this part (see also
§§200.3OO Statutory and national policy
requirementa through 200.909 Period of
performance of Subpart D of this part
and 200.403 Factors affecting allow-
a.bility of costs); be necessary and rea-
sonable for proper and eIDc1ent accom-
plishment of project or program objec-
tives, and be verifiable from the non-
Federal entity's records.
(c) Payments made by the Federal

awarding agency to the non-Federal
entity's "oont1ngency reserve" or any
simllar payment made for events the
occurrence of which cannot be foretold
with certainty B.S to the time or inten-
sity, or with an assurance of their hap-
pening, are unallowable, except as
noted in §§200.431 Oompeneatton=-

§2OO.434

fringe benefits regarding self-insur-
ance, pensions, severance and post-re-
tirement health costs and 200.447 Insur-
a.nceand indemnification.
['78FR 78608, Dec. 26, 2018, Il.8 amended at 79
FR 75886, Dec. 19. 2014]

§200.484 ContributioDs and donations.
(a) Costs of contributions and dona-

tions, including cash, property, and
services, from the non-Federal entity
to other entities, are unallowable.
(b) The value of services and property

donated to the non-Federal entity may
not be charged to the Federal award ei-
ther as a direct or indirect (F&A)cost.
The value of donated services and prop-
erty may be used to meet cost sharing
or matching requirements (see 1200.306
Cost Bha.ri.ngor matching). Deprecia-
tion on dona.ted assets is permitted in
accordance with §200.436Depreciation,
as long as the donated property is not
counted towards cost shar1ng or
matching requirements.
(c) Services donated or volunteered

to the non-Federal entity may be fur-
nished to a non-Federal entity by pro-
fessional and technical personnel, con-
sultants, and other skilled and un-
skilled labor. The value of these serv-
ices may not be charged to the Federal
aw&.rd either as a direct or indirect
cost. However, the value of donated
services may be used to meet cost shar-
ing or matching requirements in ac-
cordance with the provisions of 1200.306
Cost sharing or matching.
(d) To the extent feasible, services

donated to the non-Federal ent1ty will
be supported by the same methods used
to support the a.llocab1l1ty or regular
personnel services.
(e) The following provtsfone apply to

nonprofit organizations. The value of
services donated to the nonprofit org&-
ntsataon utilized in the performance of
a ci1rect cost activity must be consid-
ered in the determination of the non-
Federal entity's indirect cost rate(s)
and, accordingly, must be allocated a
proportionate share of applicable indi-
rect costs when the following cir-
cumstances extst:
(1) The aggregate value of the serv-

ices is mater1al;
(2) The services are supported by a

significant amount of the indirect
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costs incurred by the non-Federal enti-
ty;
(i) In those instances where there is

no basis for detennining the fair mar-
ket value of the services rendered, the
non-Federal entity and the cognizant
agency for indirect costs must nego-
tiate an appropriate allocation of indi-
rect oost to the services.
(11)Where donated services directly

benefit a project supported by the Fed-
eral award, the indirect costs allocated
to the services will be considered as a
part of the total costs of the project.
Such indirect costs may be reimbursed
under the Federal award or used to
meet cost sharing or matching require-
ments.

(!) Fair market value of donated
services must be computed as descrlbed
in §200.306Cost sharing or matching.
(g) Personal Property and Use of

Space.
(1) Donated personal property and

use of space may be furnished to a non-
Federal entity. The value of the per-
sonal property and space may not be
charged to the Federal award either as
a direct or indirect cost,
(2)Tbe value of the donations may be

used to meet cost sharing or matching
share requirements under the condi-
tions descrlbed In §1200.300Statutory
and national polioy requirements
through 200.309Perlod of perfonnance
of subpart D of this part. Tbe value of
the donations must be detennined in
accordance with §§200.300 Statutory
and national policy requirements
through 200.309Perlod of performance.
Where donations are treated as indirect
costs, indirect cost rates will eeparate
the value of the donations 80 that re-
tmbursement will not be made,
[78 FR 78608.Dec. 26. 2013, as amended at 79
FR 75886,Dec. 19, 2014]

1200.435Def_ andprotleCutioD of
criminal aDd civil proceedings,
claims, appealll and patent infringe·
ments.

(a) Definitions for the purposes of
this section.

(1) Conviction means a judgment or
conviction of a crlminal offense by any
oourt of competent jurisdiction, Wheth-
er entered upon verdict or a plea, in-
cluding a conviction due to a plea of
nolo contendere.

2 CFR Ch. II (1-1-15 Edition)

(2) cosu include the services of in-
house or private counsel, accountants,
consultants, or others engaged to as-
sist the non-Federal entity before, dur-
ing, and after commencement of a judi-
cial or administrative proceeding, that
bear a direct relationship to the pro-
ceeding,

(3) FTaud means:
(i) Acts of fraud or corruption or at-

tempts to defraud the Federal Govern-
ment or to corrupt its agents,
(11)Acts that constitute a cause for

debarment or suspension (as llPecified
In !!.gellcyregulations), and
(iii) Acts which violate the False

Claims Act (31 U.S.C. 3729-3732)or the
Anti-kickback Act (41 U.S.C. 1320a-
7b{b».

(4) Penalty does not include restitu-
tion, reimbursement, or compensatory
damages.

(5) Proceeding inoludes an investiga-
tion.
(b) Costs. (1) Except as otherwise de-

scrlbed herein, COBtsincurred In con-
nection with any criminal, civil or ad-
ministratlve prooeeding (including fil-
ing of a false certification) commenced
by the Federal Government, a state,
local government. or foreign govern-
ment, or joined by the Federal Govern-
ment (Including a proceeding under the
FalllB Claims Act), against the non-
Federal entity, (or commenced by third
parties or a current or fanner em-
ployee of the non-Federal entity who
submits a whistleblower compla.int of
reprisal in accordance with 10 U.S.C.
2409or 41U.S.C. 4712),are not allowable
if the proceeding:
(1)Relates to a violation of. or failure

to comply with, a Federal, state, local
or foreign statute, regulation or the
tenns and conditions of the Federal
award, by the non-Federal entity (in-
cluding its agents and employees); and
(ii) Results in any of the following

dispositions:
(A) In a criminal proceeding, a con-

viction.
(B) In a civil or a.dministrative pro-

ceeding involving an allegation of
fraud or similar misconduct, a deter-
mination of non-Federal entity liabil-
ity.
(C) In the case of any civil or admm-

ietrative proceeding, the disallowance
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or costs or the imposition of a mone-
tary penalty, or an order issued by the
Federal awarding agency head or dele-
gate to the non-Federal entity to take
corrective action under 10 U.S.C. 2409
or 41U.S.C.4712.
(D)A 11naJdecision by a.nappropriate

FederaJ official to debar or suspend the
non-Federal entity, to rescind or void a
FederaJ award, or to terminate a Fed-
eraJ award by reason of a violation or
failure to comply with a statute, regu-
lation, or the terms and conditions of
the Federal award.
(E) A disposition by consent or com-

promise, if the action could have re-
sulted in any of the dispositions de-
scribed in paragraphs (b)(J)(ii)(A)
through CD) of this section,
(2) If more than one proceeding in-

volves the same alleged misconduct,
the costs of all such proceedings are
unallowable if any results In one of the
dispositions 8hown in paragraph (b) of
this section.
(c) If a proceeding referred to in para-

graph (b) of this section is commenced
by the Federal Government and is re-
solved by consent or compromise pur-
suant to an agreement by the non-Fed-
eral entity and the Federal Govern-
ment, then the oosts incurred may be
allowed to the extent speCifically pro-
vided in such agreement.
(d) If a proceeding referred to in para-

graph (b) of this section is commenced
by a state, 100aJ or forejgn government,
the authorized Federal offiCial may
allow the costs incurred if such author-
ized official determines that the costs
were incurred 8.8 a result of:
(1)A speoific term or condition of the

Federal award, or .
(2) Specific written direction of a.n

authorized official of the Federal
awa.rd1ngagency.
(e) Costs incurred in connection with

prooeedings described in paragraph (b)
of this section, which are not made un-
allowable by that subsection, may be
allowed but only to the extent that:
(1) The costs are reasonable and nec-

essary in relation to the administra-
tion of the Federal award and activi-
ties required to deal with the pro-
ceeding and the underlying cause of ac-
tion;
(2) Payment of the reasonable. nec-

essary, allocable and otherwise allow-

§200.435

able costs incurred is not prohibited by
any other provision(s) of the Federal
award;
(3) The costs are not recovered from

the Federal Government or a third
party, either directly as a result of the
proceeding or otherwise; and,
(4) An authorized Federal offioial

must determine the percentage of costs
allowed considering the complexity of
litigation, generally accepted prin-
ciples governing the award of legal fees
in oivil aotions involving the United
States, and suoh other factors 8.8 may
be appropriat.e. Such percentage must
not exceed 80 percent. However, if an
agreement rea.ched under paragraph (0)
of this section has explicitly consid-
ered this 80 percent l1m1tatiOn and per-
mitted a higher peroentage, then the
full amount of costs resulting from
that &greement are a.llowable.

(f) Costs incurred by the non-Federal
entity in connection with the defense
of suits brought by its employees or ex-
employees under section 2 of the Major
Fraud Act of 1988 (18 U.S.C. 1031), in-
cluding the cost of all relief necessary
to make such employee whole, where
the non-Federal entity was found liable
or settled, are unallowable.
(g) costs of proseoution of claims

against the Federal Government, in-
cluding a.ppeals of 11na1Federal agency
decisions, are unaJlowable.
(b) Costs of legal, a.ccounting, and

consultant services, and related costs,
incurred in connection with patent in-
fringement litigation, are unallowable
unless otherwise provided for in the
Federal award.
(1) Costs which may be unallowable

under this seotion, including direotly
associated costs, must be segregated
and accounted for separately. During
the pendency of any proceeding covered
by paragraphs (b) and (0 of this sao-
tion, the FederaJ Government must
generally withhold payment of suob
costs. However, if in its best interests,
the Federal Government may provide
for conditional payment upon provision
of adequate security, or other adequate
assurance, and Bp'eement to repay all
unallowable costs, plus interest, if the
costs are subsequently determined to
be unallowable.
['18 FR 78608, Dec. 26, 2013. as amended at '19
FR 75886, Dec. 19,2(14)
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§200.436 Depreciation.
(a) Depreciation Is the method for al-

locating the cost of fixed assets to peri-
ods benefitting from asset use. The
non-Federal entity may be com-
pensated for the use of its buildings,
capital improvements, equipment, and
software projecte capitalized in accord-
ance with GAAP, provided that they
are used, needed in the non-Federal en-
tity's activIties, and properly allocated
to Federal awards. Such compensation
must be made by computing deprecia-
tion.
(b) The a.llocation for depreciation

must be made in accordance with Ap-
pendices ill through IX.
(c) Depreciation is computed apply-

ing the following rules. The computa.-
tion of depreciation must be based on
the a.cquisition cost of the assets in-
volved. For an asset donated to the
non-Federal entity by a third party, its
fair market value at the time of the do-
nation must be considered as the acqui-
sition cost. Such assets may be depre-
ciated or claimed as matching but not
both. For the purpose of computing de-
preciation, the acquisition cost will ex-
clude:
(1)The cost of land;
(2) AIly portion of the cost of build-

Ings and equipment borne by or do-
nated by the Federal Government, irre-
spective of where title was originally
vested or where it is presently located;
(3) AIly portion of the cost of build-

ings and equipment contributed by or
for the non-Federal entity where law or
agreement prohibits recovery; and
(4) Any asset a.cquired solely for the

performance of a non-Federal award.
(d) When computing depreciation

charges, the following must be ob-
served:
(1) The period of useful service or

useful life established in each case for
usable capital assets must take into
consideration such factors as type of
construction, nature of the equipment,
technological developments in the par-
ticular area, historical data, and the
renewal and replacement policies fol-
lowed for the individual items or class-
es of assets involved.
(2) The depreciation method used to

charge the cost of an asset (or group of
assets) to accounting periods must re-
flect the pattern of consumption of the

2 CFR Ch. II (1-1-15 Edition)

asset during its useful life. In the ab-
sence of olear evidence indicating that
the expected oonsumption of the asset
will be significantly greater in the
early portions than in the later por-
tions of its useful life, the straight-line
method must be presumed to be the ap-
propriate method. Depreciation meth-
ods once used may Dot be changed un-
less approved in advance by the cog-
nizant agency. The depreciation meth-
ods used to calculate the depreoiation
amounts for indirect (F&A) rate pur-
poses must be the same methods used
by the non-Federal entity for its finan-
cial statements.
(3) The entire building, including the

shell and all components, may be treat-
ed as a single asset and depredated
over a single useful life. A building
may also be divided into multiple com-
ponents. Each component item may
then be depreciated over its estimated
useful Ufe. The building components
must be grouped into tbree general
components of a building: building
shell (including construction and de-
sign costs), building services systems
(e.g., elevators, HVAC, plumbing sys-
tem and heating and air-conditioning
system) and fixed equipment (e.g.,
steril1zers, ca..sework,fume hoods, cold
rooms and glassware/washers). In ex-
ceptional oases, a oogn1zant agency
may author~ a nOD-Federal entity to
use more than these three groupings.
When a non-Federal entity elects to de-
preciate its buildings by its compo-
nents, the same depreoiatioD methods
must be used for indirect (F&A) pur-
poses and financial statements pur-
poses, as described in paragraphs (d)(l)
and (2)of this section.
(4) No depreciation may be allowed

on any assete that have outl1ved their
depreoiable lives.
(5) Where the depreciation method is

introduced to replace the use allow-
ance method, depreciation must be
computed as if the asset bad been de-
preciated over its entire life (Le., from
the date the aeset was acquired and
ready for use to the date of dispoeal or
withdrawal from service). The total
amount of use allowance and deprecIa-
tion for an asset (including imputed de-
preciation applioable to periods prior
to the conversion from the use allow-
ance method as well as deprectatdon
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a!ter the converslon) may not exceed
the total acquisition cost of the asset.

(e) Charges for depreciation must be
supported by adequate property
records, and physical inventories must
be taken at least once every two years
to ensure that the assets exist and are
usable, used, and needed. Statistical
sampling techniques may be used in
taking these inventories. 1D addition,
adequate depreciation records showing
the amount of depreciation taken each
period must also be maintained.
[78 FR 78808. Dec. a6, 2013, Ilo8 arnended at 79
FR 75886,Dec. 19. 2014]

§ 200.487 Employee health and welfare
COBti.

(a) Costs incurred in accordance with
the non-Federal entity's documented
poUcies for the improvement of work-
ing conditions, employer-employee re-
lations, employee health. and employee
performance are allowable.

(b) Such costs will be equitably ap-
portioned to all activities of the non-
Federal sntity. Income generated from
any of these activities w1ll be credited
to the cost thereof unless such income
has been irrevocably sent to employee
welfare organir.a.tioDs.

(0) Losses resulting from operating
food services are allowable only if the
non-Federal entity's objective is to op-
erate such services on a break-even
basis. Losses sustained becauae of oper-
ating objectives other than the above
are allowable only:

(1) Where the non-Federal entity can
demonstrate unusual circumstances;
and

(2) With the approval of the cog-
nizant agency for indirect costs.

G200.438 EntertaiDment COlIt..

Costs of entertainment, including
amusement, drverston, and social ac-
tivities and any aesoctateu costs are
una.llowable, except where speCific
costs tha.t might otherwise be consid-
ered entertainment have a pro-
grammatic purpose and are authortzed
either in the approved budget for the
Federal award or with prior written ap-
proval of the Federal awarding agency.

1200.439

§200.439 Equipment and other capital
expeDditure8.

(a) See §§200.l8Capital expenditures.
200.88 Equipment, 200.89 Special pur-
pose equipment. IDlI.48 General purpose
equipment, 200.2 Acquisition COBt.and
200.12Capital aeaete.

(b) The following rules of a11ow-
abU1ty must apply to equipment and
other capital expenditures:

(1) Capital expenditures for general
purpose equipment, buildings, and land
are unallowable as direct charges, ex-
cept with the prior written approval of
the Feders.l awarding agency or pass-
through entity.

(2) Capital expenditures for special
purpose equipment are allowable as di-
rect costs, provided that items with a
unit cost of $5,000 or more have the
prior written approval of the Federal
awarding agency or pass-through enti-
ty.

(3) Capital expenditures for improve-
ments to land, buildings, or equipment
which materially increase their value
or useful life are unallowable as a di-
rect cost except with the prior written
approval of the Federal awarding agen-
cy, or p&ss-through'entity. See §200.436
Depreciation, for rules on the allow-
ability of depreciation on buildings,
capital improvements, and equipment.
See also §200.465Rental costs of real
property and equipment.

(4) When approved as a direct charge
pursuant to paragraphs (b)(l) through
(3) of this section, capital expenditures
w1ll be charged in the period in which
the expenditure is incurred, or as oth-
erwise determined appropriate and ne-
gotiated with the Federal awardlDg
agency.

(5) The unamortized portion of any
equipment written off as a result of a
change in capital1r.a.tlon levels may be
recovered by continuing to claim the
otherwise allowable depreciation on
the equipment, or by amortizing the
amount to be wri tten off over a period
of years negotiated with the Federal
cognizant agency for indirect cost.

(6) Cost of equipment disposal. If the
non-Federal entity Is instructed by the
Federal awarding agency to otherwise
dispose of or transfer the equipment
the costs of such disposal or transfer
are allowable.
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(7) Equipment and other ca.pital ex-
penditures are unallowa.ble as indirect
costs. See §200.436 Depreciation.
[78 FR 78608. Dec.36. 2m3. &'S amended at 79
FR '15886.Dec. 19. 2014)

§200.440 Exchauge rates.
(a) Cost increases for fluctuations in

exchange rates are allowable costs sub-
ject to the avaiJab1l1ty of funding.
Prior approval of exchange rate fluc-
tuations is required only when the
change results in the need for addi-
tional Federal funding. or the in-
creased costs result in the need to 6ig-
niflcantly reduce the scope of the
projeot. The Federal awarding agency
must however ensure that adequate
funds are available to cover currency
fluctuations in order to avoid a viola-
tion of the Anti-Deficiency Act.
(b) The non-Federal entity is re-

quired to make reviews of local cur-
rency gains to determine the need for
additional federal funding before the
expiration date of the Federal award.
Subsequent adjustments for currency
increases may be allowable only when
the non-Federal entity provides the
Federal awarding agency with ade-
quate source documentation from a
commonly used source in effect at the
time the expense was made. and to the
extent that sufflcient Federal funds are
available.
[78 FR 78608. Dec. 26, 2Ol3. as &.mended a.t 79
FR 76886.Dec. 19. 2OB)

§2OOM1 Finee, penalties, d.amatree
and other settlements.

Costs resulting from non-Federal en-
tity violations of. alleged violations of.
or failure to comply with. Federal.
state, tribal, local or foreign laws and
regulations are unallowable. except
when incurred as a result of compli-
ance with specific provisions of the
Federal award. or with prior written
approval of the Federal awarding agen-
cy. See also 1200.435 Defense and pros-
ecution of criminal and civil pro-
ceedings. claims, appeals and patent
Infringemen ts.

t 200.442 Fund raiaing and investment
Dlanagement costa.

(a) Costs of organized fund raising.
including financial campaigns. endow-

2 CFRCh. II (1-1-15 EcHon)

ment drives. solicitation of gifts and
bequests, and s1milar expenses incurred
to raise cap1tal or obtain contributions
are unallowable. Fund raising costs for
the purposes of meeting the Federal
program objectives are allowable with
prior written approval from the Fed-
eral awarding agency. Proposal costs
are covered in 1200.460 Proposal costs.
(b) Costs of investment counsel and

starf and similar expenses incurred to
enhance inoome from investments are
unallowable except when associated
with investments covering pension.
self-insurance. or other funds which in-
clude Federal participation allowed by
this part.
(c) Costs related to the physical cus-

tody and control of monies and securi-
ties are allowable.
(d) Both allowable and unallowa.ble

fund raising and investment activities
must be allocated as an appropriate
share of indirect costs under the condi-
tions described in §200.41S Direct costs.

e ZOOMSGains and lo•• es OD dUposi.
DOD of depreciable usete.

(a) Gains and losses on the sale, re-
tirement. or other disposition of depre-
ciable property must be included In the
year in which they occur as credits or
. charges to the asset cost grouping(s) in
which the property was included. The
amount of the gain or loss to be in-
cluded &S & credit or charge to the ap-
propriate asset cost grouping(B) is the
difference between the amount realized
on the property and the undepreciated
basis of the property.
(b) Gains and losses from the disposi-

tion of depreciable property must not
be recognized as a separate credit or
charge under the following conditions:
(1) The gaIn or loss is processed

through a depreciation account and Is
reflected in the depreciation allowable
under 11200.436 Depreciation and 200.439
Equipment and other capital expendi-
tures.
(2) The property Is given in exchange

as part of the purchase price of a simi-
lar item and the ga.in or loss is taken
into account in determining the depre-
crataon cost basis of the new item.
(3) A loss results from the failure to

maintain permissible insurance. except
as otherwise provided in §200.447 Insur-
ance and indemnification.
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(4) Compensation for the use of the
property was provided through use al-
lowances in lieu of depreciation.
(5) Gains and losses arising from

mass or extraordinary sales, retire-
ments, or other dispositions must be
considered on a case-by-ca.sebasis.
(c) Gain.8or losses of any nature arts-

ing from the sale or exchange of prop-
erty other than the property covered in
paragraph (a) of thiB section, e.g., land,
must be excluded in computing Federal
award costa,
(d) When assets aoquired with Fed-

eral funds, in part or wholly, are dis-
posed of, the distribution of the pro-
ceeds must be made in accordance with
H 200.310 Insurance Coverage through
200.316 Property trust relationsh1p.
['18 FR 78608, Dec. 26, 2013, as amended at 79
J'R 76886,Dec. 19, 2014]

§200.444 General code of government.
(a) For states, local governments,

and Indian TrIbes, the general costs of
government are unallowable (except as
provided in §200.474 Travel C08U!). Unal-
lowable costa include:
(1) Salaries a.ndexpenses of the Office

of the Governor of a state or the chief
executive of a local government or the
chief executive of an Indian trfbe;
(2) Salaries and other expenses of a

state legislature, tribal council, or
similar local governmental body, such
as a county supervisor, city council,
school board, etc., whether incurred "for
purposes of legislation or executive di-
rection;
(3) Oeste of the judicial branch of a

government;
(4) Costs of prosecutorial activities

unless treated as a direct cost to a spe-
cific program if authorized by statute
or regulation (however, this does not
preclude the allowability of other legal
activities of the Attorney General as
described in 1200.485 Defense and proe-
ecution of criminal and civil pro-
ceedings, claims, appeals and patent
infringements); and
(5) Costs of other general types of

government services normally provided
to the general public, such as fire and
police, unless provided ror as a. direct
cost under a program statute or regula-
tion.
(b) For Indian tribes and Councils of

Governments (COGs)(see §200.64 Local

§200.446

government), up to 50% of ealaries and
expenses directly attributable to man-
aging and operating Federal programs
by the chief executive and his or her
staff can be included in the indirect
cost calculation without documenta-
tion.
['18 FR 78608, Dec. 26. 1lO13,as a.mended a.t 79
FR 75886, Dec. 19. 2014]

§200.446 Goods or eerviCtlll for per.
BOna! \UIe.

(a) Costs of goods or servtcee for per-
sonal use of the non-Federal ent1ty's
employees are unallowable regardless
of whether the cost is reported as tax-
able income to the employees.
(b) Coste of housing (e.g., deprecia-

tion, maintenanoe, ut1l1tlss, fur-
nish1nge, rent), housing allowances and
personal living expenses are only al-
lowable 8.8 direct costs regardless of
whether reported as taxable Income to
the employees, In addition, to be allow-
able direct costs must be approved in
advance by a Federal awarding agency.

§200.446 Idle facilitiell and idle capac·
ity.

(a) As used in this section the fol-
lowing terms have the meanings set
forth in this section:
(1) Fac1l1ties means land and build-

ings or any portion thereof, equipment
indiy1dually or collectively, or any
other tangible capital asset, wherever
located, and whether owned or lea.sed
by the non-Federal ent1ty.
(2) Idle facilities means completely

unused facilities that are excess to the
non-Federal entity's current needs.
(8) Idle ca.pacity means the unused

capacity of partially used facilities. It
is the difference between:
(1) That which a fac1l1ty could

achieve under 100 percent operating
time on a one-shift basis less opera.ting
interruptions resulting from time lost
for repairs, setups, unsatisfactory ma-
terials, and other normal delays and;
(11)The extent to which the fac111ty

was actually used to meet demands
during the accounting period. A multi-
shift basis should be used if it can be
shown that this amount of usage would
normally be expected for the type of fa-
cility involved.
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(4) Cost of idle 1ac1l1ties or idle ca-
pacity means costs such as mainte-
nance, repair, housing, rent, and other
related costs. e.g., insurance, interest,
and depreciation. These costs could in-
clude the costs of idle publ1c safety
emergency facilities, telecommuni-
cations, or mrormanon technology sys-
tem capacity tha.t is built to withstand
major fluctuations in load, e.g., con-
solidated data. centers.
(b) The costs of idle facilities a.re un-

allowable except to the extent that:
(1)They are necessary to meet work-

load requirements which may fluctuate
and are allocated appropriately to all
benefiting programs; or
(2) Although not necessary to meet

fluctuations in workload, they were
necessary when acquired and are now
idle because of changes in program re-
quirements, efforts to achieve more ec-
onomical operations, reorganization,
termination, or other causes which
could not have been reasonably fore-
seen. Under the exception stated in
this subsection. costs of idle fac1l1ties
are allowable for a reasonable period of
time, ordinarily not to exceed one
year, depending on the initiative taken
to use, lease, or dispose of such faciU-
ties.
(c) The costs of Idle capacity are nor-

mal costs of doing business and are a
factor in the normal fluctuations of
usage or indirect cost rates from period
to pertod. Buch costs are a.llowable,
provided tha.t the capaoity iB reason-
ably anticipated to be necessary to
carry out the purpose of the Federal
award or was originally reaaonable and
is not subject to reduction or elimi-
nation by use on other Federal awards,
subletting, renting, or sale, in accord-
ance with sound business, economic, or
security practices. Widespread idle ca-
pacity throughout an entire fac1l1ty or
among a group of assets having sub-
stantially the sa.me function may be
considered idle fac1litles.

§200.441 msurance and indemnifica·
tiOD.

(a) Costs of insurance required or ap-
proved and maintained, pursuant to
the Federal award, are allowable.
(b) Costs of other insurance in con-

nection with the general conduct of ac-

2 CFRCh. II (1-1-15 Edition)

ttvltles are allowable subject to the
following limitations:
(I) Types and extent and cost of cov-

erage are in accordance with tbe non-
Federal entity's poUcy and sound busi-
ness practice.
(2) Costs of insurance or of contribu-

tions to any reserve covering the risk
of loss of. or damage to, Federal Gov-
eniment property are unallowable ex-
cept to the extent that the Federal
awarding agency has specifically re-
quired or approved such costs.
(S) Costs allowed for business inter-

ruption or other similar insurance
must exclude coverage of management
fees.
(4) Costs of insurance on the lives or

trustees, officers, or other employees
holding positions of similar respon-
sibilities are allowable only to the ex-
tent that the insurance represents ad-
ditional compensation (see §200.431
Compensation-fringe benefits). The
cost of such insurance when the non-
Federal entity is identified as the bene-
ficiary 1sunallowable.
(5) Insurance against defects. Costs of

insurance with respect to any costs in-
curred to correct defects in the non-
Federal entity's materials or work-
manship are unallowable.
(6)Med1call1ab1l1ty(malpractice) In-

suranoe. Medical liability insurance is
an allowable cost of Federal research
programs only to the extent that the
Federal researcb programs involve
human subjects or tra.1nlng of partici-
pants in research techniques. Medical
lia.bility insurance costs must be treat-
ed as a direct cost and must be as-
signed to Individual projects based on
the manner in which the insurer allo-
cates the riBk to the population cov-
ered by the insurance.
(c) Actual losses which could have

been covered by permtsetble insurance
(through a self-insurance program or
otherwise) are unallowa.ble, unless ex-
pressly provided for in the Federal
award. However, costs incurred because
or losses not covered under nominal de-
ductible insurance coverage provided
in keeping with sound management
practice, and minor losses not covered
by insurance, such as spoilage, break-
age, and disappearance oC small hand
tools, which occur in the ordinary
course of operations, are allowable.
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(d) Contributions to a reserve for cer-
tain self-insurance programs including
workers' compensation, unemployment
compensation. and severance pay are
allowable snbiect to the following pro-
visions:
(I) The type of coverage and the ex-

tent of coverage and the rates and pre-
miums would ha.vebeen a.llowedhad in-
surance (including reinsurance) been
purchased to cover the risks. However.
provtslon for known or reasonably esti-
ma.ted self-insured liabilities, which do
not become payable for more than one
year after the provision is made. must
not exceed the discounted present
value of the l1ab1l1ty.The rate used for
discounting the liability must be deter-
mined by giving consideration to such
factors as the non-Federal entity's set-
tlement rate for those liab1l1ties and
Its investment rate of return.
(2)Earnings or investment income on

reserves must be credited to those re-
serves.
(3)(1)Contributions to reserves must

be based on sound actuarial principles
using historical experience and reason-
able assumptions. Reserve levels must
be analyzed and updated at least bien-
nially for each major risk being in-
sured and take into account any rein-
surance. coinsurance, etc. Reserve lev-
els related to employee-related cov-
erages will normally be limited to the
value of claims:
(A) Submitted and adjudicated but

not paid;
(B) Submitted but not adjudioated;

and
(C)Incurred but not submitted.
(ii) Reserve levels in excess of the

amounts based on the above must be
identified and justified in the cost allo-
cation plan or indirect cost rate pro-
posal.
(4) Accounting records, actuarial

studies, and cost allocations (or bil-
lings) must recognize any significant
differences due to types of insured risk
and losses generated by the various in-
sured activities or agencies of ths non-
Federal entity. If individual depart-
ments or agencies of the non-Federal
entity experience significantly dif-
ferent levels of claims for a. particular
risk, those differences are to be recog-
nized by the use of separate allocations

§2DO.448

or other techniques resulting in an eq-
uita.ble allocation.
(5) Whenever funds are transferred

from a. self-insurance reserve to other
accounts (e.g., general fund or unre-
stricted account), refunds must be
made to the Federal Government for
its share of funds transferred, including
earned or imputed Interest from the
date of transfer and debt mterest, if ap-
plicable, chargeable in a.ccordance with
applica.ble Federal cogmzant, agency
for indirect cost. claims collection reg-
ulatfons.
(e) Insurance refunds must be cred-

ited against insurance coste in the year
the refund is received.
(f) Indemnification includes securing

the non-Federal entity against liabil-
ities to third persons and other losses
not compensated by insurance or oth-
erwise. The Federal Government is ob-
ligated to indemnify the non-Federal
entity only to the extent expressly pro-
vided for in the Federal award, except
as provided in paragraph (c) of this sec-
tion.

t ZO(l,,"S IDteUectual property,
(a) Patent costs. (1) The following

coste related to securing patents and
copyrights are allowable:
(i) Coste of prepa.ring disclosures. re-

ports, and other documente required by
the Federal award, and of searching the
art to the extent necessary to ma.ke
such disclosures;
(ii) Costs of preparing documents and

any other patent costs in connection
with the filing and prosecution of a
United States patent application where
title or royalty-free license is required
by the Federal Government to be con-
veyed to the Federal Governmen t; and
(11i) General counseling services re-

lating to patent and copyright matters,
such as advice on patent and copyright
laws, regulations, clauses, and em-
ployee intellectual property agree-
ments (See also §200.459Professional
service coste).
(2) The following costs related to se-

curing patents and copyrights are unal-
lowable:
(I) Costs of preparing disclosures, re-

ports. and other documents, and of
searching the art to make disclosures
not required by the Federal award;
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(11)Costs in connection with filing
and prosecuting any foreign patent ap-
plication, or any United States pa.tent
application, where the Federal award
does not require conveying title or a
royalty-free l1cense to the Federal
Government.
(b) Royalties and other costs Iot use of

patents and copyrigh.ts. (1) Royalties on
a patent or copyright or amortization
of the cost of acquiring by purchase a
copyright, patent, or rights thereto,
neceeearz for the proper performanoe
of the Federal award are allowable un-
less:
(I) The Federal Government already

has a license or the right to free use of
the patent or copyright.
(ii) The patent or copyright haa been

adjudicated to be invalid, or has been
administratively determined to be in-
valid.
(111)The patent or copyright is con-

sidered to be unenforceable.
(iv) The patent or copyright is ex-

pired.
(2) Special care should be exercised in

determining reasonablenese where the
royalties may have been arrived at as a
result of lesB-than-a.rm's-length bar-
gaining, such as:
(1)Royalties paid to persons, includ-

ing corporations, affiliated with the
non-Federa.l entity.
(ti) Royalties pa.id to unaffiliated

parties, including oorporations, under
an agreement entered into in con-
templa.tion that a Federal award would
be made.
(iii) Royalties paid under an agree-

ment entered into after a Federal
award is made to a non-Federal entity.
(3) In any case involving a patent or

copyright formerly owned by the non-
Federa.l entity, the amount of royalty
allowed must not exceed the cost which
would have been allowed had the non-
Federa.l entity retained title thereto.
['18FR 78608,Dec. 26, 2013, as i.JDended at 79
FR 76886,Dec. 19. 2014)

§ 200.449 Interest.
(a) General. Costs incurred for inter-

est on borrowed capital, temporary use
of endowment funds, or the use of the
non-Federal entity's own funds. how-
ever represented, are unallowable. Fi-
nancing costs (including interest) to
acquire, construct, or replace capital

2 CFR Ch. II (1-1-15 Edition)

assets are allowable, subject to the
conditions in this section.
(b)(l) Capital assets is defined as

noted in §200.12 Capital a.ssets. AD
aseet cost includes (as lI.ppl1cable)ac-
quisition costs, construction costs, and
other costs capitalized in accordance
with GAAP.
(2) For non-Federal entity fiscal

years beg1nn1ngon or after January 1,
2016,1nta.ng1b1eassets include patents
and computer software. For software
development projects, only interest at-
tributable to the portion of the project
costs capitalized in accordance with
GAAP1s8.1lowable.

(e) Conditions 10f' all non-Federal enti-
ties. (1) The non-Federal entity uses the
capital aseets in support of Federal
awards;
(2) The lI.11owableasset costs to ac-

quire fac1l1ties and equipment are lim-
ited to a fair ma.rket value ava.llable to
the non-Federal entity from an unre-
lated (arm's length) third party.
(3) The non-Federal entIty obta.1ns

the financing via an arm's-length
transaction (that ls, a transaction with
a.n unrela.ted third party); or clams re-
imbUrsement of actual interest cost at
a rate lI.va.llablevia such a transaction.
(4) The non-Federal entity limits

claims for Federal reimbursement of
interest costs to the least expensive al-
terna.tive. For example, a.oa.pital lea.se
ma.y be determ1ned less costly than
purchasing through debt financing, in
which case reimbursement must be
limited to the a.mount of interest de-
termined if leasing had been used.
(6) The non-Federal entity expenses

or capitalizes allowable interest cost in
accordance with GAAP.
(6) Earnings generated by the invest-

ment of borrowed funds pending their
disburaement, for the asset oosts are
used to offset the current period's 8.1-
lowable interest cost, whether that
cost is expensed or capitalized. Earn-
ings subject to being reported to the
Federal Intern8.1 Revenue Service
under arbitrage requirements are ex-
cludll.ble.
(7) The following conditions must

a.pply to debt arrangements over SI
million to purchase or construct facili-
ties, unless the non-Federal entity
makes an initial equity contribution to
the purchase of 25percent or more. For
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this purpose, "initial equity contribu-
tion" means the amount or value of
contributions made by the non-Federal
entity for the acquisition of fac1lities
prior to occupancy.
(i) The non-Federal entity must re-

duce claims for re1mbursement of in-
terest cost by an amount equal to im-
puted interest earnings on excess cash
flow attributable to the portion of the
facility used for Federal awards.
(11)The non-Federal entity must im-

pute interest on excess cash flow as fol-
lows:
(A)Annually, the non-Federal entity

must prepare a cumulative (from the
inception of the project) report of
monthly cash inflows and outflows, re-
gardless of the funding source. For this
purpose, inflows consist of Federa.l re-
imbursement for depreciation, amorti-
zation of capital1ud construction in-
terest, and annual interest cost. Out-
flows consist of initial equity contribu-
tions, debt principal payments (less the
pro-rata share attributable to the cost
of land), and interest payments.
(B) To compute monthly cash inflows

and outflows, the non-Federal entity
must divide the annual amounts deter-
mined in step (i) by the number of
months in the year (usually 12) that
the building is in service.
(C) For any month in which cumu-

lat1ve cash inflows exceed cumulative
outflows, interest must be ca.lculated
on the excess inflows for that month
and be treated as a reduction to allow-
able interest cost. The ra.te of interest
to be used must be the three-month
Treasury b1l1closing rate as of the last
business day of that month.
(8)Interest attributable to a fully de-

preciated asset is unallowable.
(d) Additional conditions for states,

local governments and Indian tribes.
For costs to be allowable, the non-Fed-
eral entity must have incurred the in-
terest costs for buildings after October
1, 1980,or for land and equipment after
September I, 1995.
(1)The requirement to offset interest

earned on borrowed funds against cur-
rent allowable interest cost (paragraph
(c)(5), above) also applies to earnings
on debt service reserve funds.
(2)The non-Federal entity will nego-

tiate the amount of allowable interest
cost related to the acquiSition of facili-

§200.450

ties with 8.88et costs of $1 million or
more, as outlined in paragraph (c)(7) of
this section. For this purpose, a non-
Federal entity must cons1der only cash
inflows and outflows attributable to
that portion of the real property used
for Federal awards,
(e) Additional conditions for IHEs.

For costs to be allowable, the IHE
must have incurred the interest costs
after September 28, 1982,in connection
with aCQuisitions of capital assets that
occurred after that date.

(f) Add1tional condition for nonprofit
organizations. For costs to be allow-
able, the nonprofit organization in-
curred the interest costs after Sep-
tember 29, 1995,in connection with ac-
quIs1t1ons of capital assets that oc-
curred after that date.
(g) The interest a.llowab1l1ty provi-

sions of this section do not apply to a
nonprofit organization subject to "full
coverage" under the Cost Accounting
Standards (CAS), as defined at 48 CFR
9903.201-2(a).The non-Federa.l entity's
Federal awards are instead subject to
CAS 414 (48 CFR 9904.414),"COlSt of
Money as an Element of the Cost of Fa-
cilities Capital", and CAS 417 (48CFR
9904.417),"Cost of Money as an Element
of the Cost of Capital Assets Under
Construction".

1200,450 ~bying,
(a) The cost of certain influencing ac-

tivities associa.ted with obtaining
grants, contracts, cooperative agree-
ments, or loans is an una.llowable cost.
Lobbying with respect to certain
grants, contracts, cooperative agree-
ments, and loans is governed by rel-
evant statutes, 1ncluding among oth-
ers, the provisions of 31U.S.C. 1352,as
well as the common rule, "New Re-
strictions on Lobbying" publ1sbed at 55
FR 6786(February as, 1990),including
definitions, and the Office of Manage-
ment and Budget "Governmentwide
Guidance for New Restrictions on Lob-
bying" and notioes published at 54 FR
52306(December 20, 1989),55 FR 24540
(June IS, 1990),57 FR 1772(January 16,
1992),and 61FR 1412(January 19, 1996).
(b) Executive lobbying costs. Costs

incurred in attempting to improperly
influence either directly or indirectly,
an employee or officer of the executive
branch of the Federal Government to
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give consideration or to act regarding a
Federal award or a regulatory matter
are unallowable. Improper influence
means any influence that induces or
tends to induce a Federal employee or
officer to give consideration or to act
regarding a Federal award or regu-
latory matter on any basis other than
the merits of the matter.
(c) In addition to the above, the rol-

lowing restrictions are applicable to
nonprofit organizations and IHEe:
(1) Costs assooiated with the fol-

lowing activities are imallowable:
(j) Attempte to influence the out-

comes of any Federal, state, or local
eleotion, referendum, initiative, or
similar procedure, through in-kind or
cash contributions, endorsements, pub-
lioity. or similar aotivity;

(11) Establiehing, adm1nistering, con-
tributing to, or paying the expenses of
a political party, campaign, pol1tical
action committee. or other organiza-
tion esta.bl1Bhedfor the purpose of in-
fiuenoing the outcomes of elections in
the United States;
(iii) Any attempt to influence:
(A)The introduotion of Federal or

state legislation;
(B) The enactment or modification of

any pending Federal or state legisla-
tion through communication with any
member or employee of the Congress or
state legislature (inoluding efforts to
influence state or local officials to en-
gage in similar lobbying activity);
(C) The enactment or mod1ficat10n of

any pending Federal or state legisla-
tion by preparing, d1stributing, or
using publicity or propaganda. or by
urging members of the general publiC,
or any segment thereof. to contribute
to or partioipate in any mass dem-
onstration, march. rally. fund raising
drive. lobbying ca.mpaign or letter
writing or telephone campa.igD;or
(D) Any government oIDcial or em-

ployee in conneotion with a decision to
sign or veto enrolled legislation:
(iv) Legislative liaison activities, in-

eluding' attendance at legislative ses-
sions or committee hearings. gathering
information regarding legislation. and
analyzing the effect of legislation.
when such activities are carried on in
support of or in knowing prepara.tion
for an effort to engage in unallowable
lobbying.

2 CFR Ch. II (1-1-15 EditiOn)

(2) The following activities are ex-
cepted from the coverage of paragraph
(c)(1)of this sectIon:

(1) Technical and factual presen-
tations on topics direotly rela.ted to
the performance of a grant, contract,
or other agreement (through hea.ring
testimony, statements, or letters to
the Congress or a state legisla.ture. or
subdivision. member. or cogniza.nt staff
member thereof). in response to a docu-
mented request (including a Congres-
sional Record notice requesting testi-
mony or statements for the record at a
regularly scheduled bearing) made by
the non-Federal entity'S member of
congress. legisla.tive body or a subdivi-
sion. or a cogn1za.nt staff member
thereof, provided sucb information Is
readily obtainable and can be readily
put in delivera.ble form. and further
provided that costs under this section
for travel. lodging or meals are unal-
lowable unless incurred to offer testi-
mony at a regularly scbeduled COngreB-
sional bearing pursuant to a. written
request for such presentation made by
the Chairman or Ranking Minority
Member of the Committee or Sub-
committee conducting such hea.rings;
(i1) Any lobbying made unallowable

by paragra.ph (o)(l)(iii) of this section
to influence state legislation in order
to directly reduce the cost. or to avoid
material impairment of the non-Fed-
eral entity's a.utbority to perform the
grant, contract. or other agreement: or
(Ui) Any activity specifically author-

ized by statute to be undertaken witb
funds from the Federal a.ward.
(iv) Any activity excepted from the

definitions of "lobbying" or "influ-
encing legisla.tion" by the Internal
Revenue Code provisions that require
nonpro!1t organi~tions to limit theIr
participation in direct and "grass
roots" lobbying activities in order to
retain their cha.r1ta.ble deduction sta-
tus and avoid punitive exoise taxes.
I.R.C. §l501(cX8).501(h),4911(a),includ-
ing:
(Al Nonpartisa.n analysiS. study, or

resea.rch reports;
(B) Examinations and discussions of

broad social, economic. and similar
problems: and
(C) Information provided upon re-

quest by a legislator for technioal ad-
vice and assistance. as defined by I.R.C.
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§4911(d)(2) and 26 cn 56.491l-2(c)(1}-
(c)(3).
(v) When a non-Federal entity seeks

reimbursement for indirect (F&A)
costs, total lobbying costs must be sep-
arately identified in the indirect (F&A)
cost rate proposal, and thereafter
treated as other unallowable activity
costs in accordance with the proce-
dures of §200.413 Direct costs.
(vi) Tbe non-Federal entity must sub-

mit as part of its aDDual indirect
(F&A) cost rate proposal a certification
that the requtrernenta and standards of
thie section have been complied with.
(See also §200.U5 Required certifi-
oations.)
(vii)(A)Time logs, calendars, or simi-

lar records are not required to be cre-
ated for purposes of complying with
the record keeping requirements in
§200.S02 Finanoial management with
respect to lobbying costs during any
particular calendar month when:
(1)The employee engages in lobbying

(as defined in paragrapbs (c)(I) and
(c)(2) of this section) 25 percent or less
of the employee's compensated hours of
employment during that calendar
month; and
(2)Within the preceding five-year pe-

riod, the non-Federal entity has not
materially misstated allowable or un-
allowable costs of any nature, includ-
ing leglBlatlve lobbying costs.
(B) When conditions in paragraph

(c)(2)(v1i)(A)(1)and (2) of this section
are met, non-Federal entities are not
required to establiSh records to support
the allowab1l1ty of claimed costs in ad-
dition to records already required or
maintained. Alllo, when conditions in
paragraphS (c)(2)(vii)(A)(l) and (2) of
this seotion are met, the absence of
t1me logs, calendars, or similar records
will not serve as a basis for disallowing
costs by contesting estimates of lob-
bying time spent by employees during
a calendar month.
(viii) The Federal awarding agency

must establish procedures for resolving
in advance, in consultatdon with OMB,
any significant questdons or disagree-
ments concerning the interpretation or
application of this section. Any such
advance resolutions must be binding in
any subsequent settlements, audits, or
investigations with respect to that
grant or contract for purposes of inter-

§200.453

pretation of this part, provided, how-
ever, that this must not be construed
to prevent a contractor or non-Federal
entity from contesting the lawfulness
of such a determination.

§2100.461 Losses on other awards or
contraet&.

Any excess of costs over income
under any other a.ward or contract of
any nature is unallowable. This in-
cludes, but is not lim1ted to, the non-
Federal entity's contributed portion by
reason of cost-shartng a.greements or
any under-recoveries through negotia-
tion of flat amounts for indirect (F&A)
costs. Also, any excess of costs over au-
thorized funding levels transferred
from any award or contra.ct to another
award or contract is unallowable. All
losses are not allowable indirect (F&A)
costs and are required to be included in
the appropriate indirect cost rate base
for allocation of indirect costs.

1200.452 Maintenance and repair
coais.

Costs incurred for ut111ties, insur-
ance, securtty, necessary maintenance,
janitorial services, repair, or upkeep of
buildings and equipment (including
Federal property unless otherwise pro-
vided for) which neither add to the per-
manent value of the property nor ap-
preciably prolong 1ts intended life, but
keep it in an emc1ent operating condi-
tion, are allowable. COlltsincurred for
improvements which add to the perma-
nent value of the buildings and equip-
ment or appreciably prolong their in-
tended life must be trea.ted as capital
expenditures (see 1200.439Equipment
and other cap1tal expenditures). These
costs are only allowable to the extent
not paid through rental or other agree-
ments.

t 200M3 Materials and supplies costs,
including costs of COlllputin, de-
vices.

(a) COBtsincurred for materials, sup-
plies, and fabricated parts necessary to
carry out a Federal award are allow-
a.ble.
(b) Purchased materials and supplies

must be charged at their actual prices,
net of appllcable credits. Withdrawa.l!!
from general stores or stockrooms
must be charged at their actual net
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cost under any recognized method of
pricing inventory withdrawals. consist-
ently applied. Incoming transportation
charges are a proper part of materials
and supplies costs.

(c) Materials and supplies used ror
the performance of a Federal award
may be charged as direct costs. In the
specific case or computing devices,
charging as direct coste is allowable for
devices that are essential and allo-
cable, but not solely dedicated, to the
performance of a Federal award.

(d) Where federal1y-donated or fur-
nished materials are used in per-
forming the Federal a.ward, such mate-
rials will be used without charge.
[78 FR 78608, Dec. 26, 2018. lUI &.mendedat 79
FR 76887, Dec. 19, 2OH]

1200.454 Memberships, subscriptions,
and profeesional activity costs.

(a) Costs of the non-Federal entity's
membership in business, technical, and
professional organizations are allow-
able.

(b) Costs of the non-Federal entity's
subscriptions to business, profeSSional,
and technical periodicals are allowable.

(0) Costs of membership in any civic
or community organization are allow-
able with prior approval by the Federal
awarding agency or pass-through enti-
ty.

(d) Costs of membership in any coun-
try club or social or dining club or or-
ganization are unallowable.

(e) Costs of membership in organiza-
tions whose primary purpose is lob-
bying are unallowable. See also 1200.450
Lobbying.

§ 200.465 Organization costs.
Costs such as incorporation fees, bro-

kers' fees, fees to promoters, organizeI'l!
or management consultants, attorneys,
accountants, or investment counselor,
whether or not employees of the non-
Federal entity in connection with es-
tablishment. or reorganization of an or-
ganization, are unallowable except
with prior approval of the Federal
awarding agency.

§ 200.456 Participant support costs.
Participant support. costs as defined

in §200.75Pa.rt.lcipant support costs are
allowable with the prior approval of
the Federal awarding agency.

2 CFR Ch. II (1-1-15 Edition)

§200.457 Plant and security costs.
Necessary and reasonable expenses

incurred for protection and security of
fac1l1ties, personnel, and work products
are allowable. Such costs include, but
are not lim1ted to, wages and uniforms
of personnel engaged in seourity activi-
ties; equipment; barriers; prot.ect.ive
(non-military) gear, devices, and equip-
ment; contractual security services;
and consultants. Capital expenditures
for plant seourity purposes a.re subject
to 1200.489Equipment and other capital
expendituree.
[78 FR 78608. Dec. 26. 2013, as amended at 79
FR 76887, Dec. 19.2014]

t 2000468 Pre-award costs.
Pre-award costs are those incurred

prior to the effective date of the Fed-
eral a.ward directly pursuant to the ne-
gotiation and in anticipation of the
Federal a.wa.rd where such costs are
necessary for efficient and timely per-
formance of the scope of work. Such
costs are allowable only to the extent
that they would have been allowa.ble if
Incurred after the date of the Federal
award and only with the written ap-
proval of the Federal award1ng agency.

1200.469 Profeesional service costs.
(a) Costs of professional and consult-

ant services rendered by persons who
are members of a particula.r profession
or possess a special skill, and who are
not officers or employees of the non-
Federal entity, are allowable, subject
to paragraphs (b) and (c) when reason-
able in relation to the services ren-
dered and when not contingent upon
recovery of the costs from the Federal
Government. In addition, legal and re-
lated services are limited under
1200.435 Defense and prosecutdon or
criminal and civil prooeedings, claims,
appeals and patent infringements.

(b) In determining the allowab1l1ty or
costs in a.particular case, no single fac-
tor or any special combination of fac-
tors is necessarily determinative. How-
ever, the following factors a.re relevant:

(1) The nature and scope of the serv-
tee rendered in relation to the service
required.
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(2) The neceeettv of contracting for
the service, considering the non-Fed-
eral entity's capability in the par-
ticular area.
(3) The past pattern of such coste,

particularly in the years prior to Fsd-
eral awards.
(4) The impact of Federal awards on

the non-Federal entity's business (i.e.,
what new problems have arisen).

(5) Whether the proportion of Federal
work to the non-Federal entity's total
buetness is such as to 1nf1uence the
non-Federal entity in favor of incur-
ring the cost, particularly where the
services rendered are not of a con-
tinuing nature and have l:Ittle relation-
ship to work under Federal awards.

(6) Whether the service can be per-
formed more econom:lcally by direct
employment rather than contracting.
(7) The qualifications of the indi-

vidual or concern rendering the service
and the customary fees charged, espe-
cially on non-federally funded activi-
ties.
(8) Adequacy of the contractual

agreement for the service (e.g., descrip-
tion of the service, estimate of time re-
quired, rate of compensation, and ter-
mination provisions).
(c) In addition to the factors in para-

graph (b) of this section, to be allow-
able, retainer fees must be supported
by evidence of bona fide services ava:ll-
able or rendered.

1100,460 Propoeal coate,
Proposal oosts are the oosts of pre-

paring b:lds, proposals, or appl:lcations
on potential Federal and non-Federal
awards or projects, includ1D.gthe devel-
opment or data nec8S8a.ryto support
the non-Federal entity's bids or pro-
posals. Proposal costs of the current
a.ccounting period of both successful
and unsuccessful bids and proposals
normally should be treated as indirect
(F&A) costs and allocated currently to
all activities of the non-Federal entity.
No proposal costs of past accounting
periods will be allocable to the current
period.

§200.461 Publication and printing
CORtII,

(a) Publication costs for electronic
and print media, including distribu-
tion, promotion, and general handling

§2DD.463

are allowable. If these costs are not
identifiable with a particular cost ob-
jective, they should be allocated as in-
direct costs to all benefiting activities
of the non-Federal entity.
(b) Page charges for professional

journal publ:lcations are allowable
where:

(1) The publtcataons report work sup-
ported by the Federal Government; and
(2) The charges are levied impartially

on all items published by the journal,
whether or not under a Federal award.
(3) The non-Federal entity may

charge the Federal award before close-
out for the costs of publication or shar-
ing of research results if the costs are
not incurred during the period of per-
formance of the Federal award.

f 200.462 Rearrangement and recon-
version costs,

(a) Costs incurred for ordinary and
normal rearrangement and alteration
of facilities are allowable as indirect
costs. Special arrangements and alter-
ations costs incurred specifically for a
Federal a.ward are allowable as a direct
cost with the prior approval of the Fed-
eral awarding agency or pass-through
entity.
(b) Costs incurred in the restoration

or rehabllitation of the non-Federal en-
tity's facilities to approximately the
same condition existing immediately
prior to commencement of Federal
awards, less oosts related to normal
wear a.nd tear, are allowable.

t 200.463 Recruf.tiq costa.
(a) Subject to paragraphs (b) and (c)

of this section, and provided tha.t the
size of the staff recruited and main-
tained is in keeping with workload re-
quirements, costs of "help wanted" ad-
vertising, operating costs of an em-
ployment off1~ necessary to secure
and maintain an adequate staff, costs
of operating an aptitude and edu-
cational testing program, travel costs
of employees while engaged in recruit-
ing personnel, travel costs of appli-
cants for interviews for prospective
employment, and relocation costs in-
curred incident to recruitment of new
employees, are allowable to the extent
that such costs are incurred pureuant
to the non-Federal entity's standard
recruitment program. Where the non-
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Federal entity uses employment agen-
cies, costs not in excess of standard
commercial ra.tes for such services are
allowable.
(b) Special emoluments, fringe bene-

fits, and salary allowances incurred to
attract professional personnel that do
not meet the test of reasonableDess or
do not conform with the established
practices of the non-Federal entity, are
unallowable.
(c) Where relocation coste incurred

Incident to recruitment of a new em-
ployee have been funded in whole or in
part to a Federal award, and the newly
hired employee resigns for reasons
within the employee's control within 12
months after hire, the non-Federal en-
tity w1llbe required to refund or credit
the Federal share of such relocation
costs to the Federal Government. See
also §2oo.464 Relocation costs of em-
ployees.
(d) Short-term, travel vi5a. coste (as

opposed to longer-term, immigration
visas) are generally allowable expenses
that may be proposed as a direct cost.
Since short-term visas are issued for a
specific period and purpose, they can be
clearly Identified as directly connected
to work performed on a Federal award.
For these costs to be directly charged
to a Federal award, they must:
(1) Be critical and necessary for the

conduct of the project;
(2) Be allowable under the applicable

cost principles;
(3) Be consistent with the non-Fed-

eral entity'S cost accounting practices
and non-Federal entity policy; and
(4) Meet the definition of "direct

cost" as described in the applicable
cost principles.
[78 FR 78608. Dec. 26, 2013, &.8 amended a.t 79
FR 7588'1. Dec. 19. 2014]

1200.464 Relocation coste of employ·
ees,

(a) Relocation costs are costs inci-
dent to the permanent change of duty
assignment (for an indefinite period or
for a stated period of not less than 12
months) of an existing employee or
upon recruitment of a new employee.
Relocation costs are allowable, subject
to the limitations described in para-
graphs (b), (c), and (d) of this section.
provided that:

2 CFRCh. II 0-1-15 EdJHon)

(1) The move is for the benefit of the
employer.
(2) Reimbursement to the employee

Is in accordance with an establ1shed
written policy consistently followed by
the employer.
(8) The reimbursement does not ex-

ceed the employee's actual (or reason-
ably estimated) expenses.
(b) Allowable relocation coste for

current employees are l1m1ted to the
following:
(1) The costs of transportation of the

employee. members of his or her Imme-
diate family and his household, and
personal effects to the new Iocatton,
(2) The coste of finding a new home,

such as advance trips by employees and
spouses to locate living quarters and
temporary lodging during the transi-
tion period, up to maximum period of
30 oalendar days.
(3) ClOSingcosts, such as brokerage,

legal, and appraisal fees, incident to
the disposition of the employee's
former home. These costs, together
with those described in (4), are limited
to B per cent of the sales price of the
employee's former home.
(4) The continuing C08tsof ownership

(for up to six months) of the vacant
former home after the settlement or
lease date of the employee's new per-
manent home, such as maintenance of
buildings and grounds (exclusive of fix-
ing-up expenses), utilities, taxes, and
property insurance.
(5) Other necessary and reasonable

expenses normally incident to reloca-
tion, such as the costs of canceling an
1lllexpired lease, transportation of per-
sonal property, and purchasing insur-
ance against 1088 of or damages to per-
sonal property. The cost of canceling
an unexpired lease is limited to three
times the monthly rental.
(c) Allowable relocation costs for new

employees are lim1ted to those de-
scribed in paragraphs (b)(l) and (2) of
Ws section. When relocation coste in-
curred inc1dent to the recruitment of
new employees have been oharged to a
Federal award and the employee re-
signs for reasons within the employee'S
control within 12 months after hire,
the non-Federal entity must refund or
credit the Federal Government for Its
share of the cost. However, the costs of
travel to an overseas location mu.st be
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considered t.ravel costs in accordance
with 1200.474 Travel costs, and not tbis
1200.464 Relocation costs of employees,
for the purpose of this paragraph if de-
pendents are not permitted at the loca-
tion for any reason and the costs do
not include costs of transporting
household goods.
(d) The following oosts related to re-

locatdon are unallowable:
(1) Fees and other coste associated

with acquiring a new bome.
(2) A loes on the sale of a former

home.
(3) Continuing mortgage principal

and interest payments on a home being
sold.
(4) Income taxes paid by an employee

related to reimbursed relocation costs.
[78 FR 78608, Dec. 26, 2013, &S amended at 79
FR 75887, Dec. 19, 2(14)

§200.485 Rental costs of real property
and equipment.

(a) Subject to the limitations de-
scribed in pl1.ra.graphs(b) through (d) of
this section, rental costs are allowable
to the extent that the rates are reason-
able in 11ght of such factors as: rental
costs of comparable property, If any;
market conditions in the area; alter-
natives available; and the type, life ex-
pectanov, condition. and value of the
property leased. Rental arrangements
should be reviewed perIodically to de-
termine If cIrcumstances have changed
and other options are available.
(b) Rental costs under "sale and lease

back" arrangements are allowable only
up to the amount that would be 1101-
lowed had the non-Federal entity con-
tinued to own the property. This
amount would include expenses such as
depreciation, maintenance, taxes, and
insurance.
(c) Rental costs under "less-than-

arm's-length" leases are allowable only
up to the amount (as explained in para-
graph (b) of this section). For this pur-
pose, a lees-than-&rm's-length lease is
one under which one party to the lease
agreement is able to control or sub-
stl!ontia])y influence the actions of the
other. Such leases include. but are not
limited to those between:
(1) Divisions of the non-Federal enti-

ty;

§200A65

(2) The non-Federal entity under
common control through common offi-
cers, d1rectors, or members; and
(3) The non-Federal entity and a di-

rector, trustee, officer, or key em-
ployee of the non-Federal entity or an
Immediate family member, either di-
rectly or through corporations, trusts,
or similar arrangements in which they
hold a controlling interest. For exa.m-
ple, the non-Federal entity may estab-
Ush a separate corpora.tlon for the sole
purpose of owning property and leasing
it back to the non-Federal entity.
(4) Fl!omily members Include one

party witb any of the following rela-
tIonships to another party:
(1) Spouse, and parents thereof;
(11) Children, and spouses thereof;
(iii) Parents, and spouses thereof;
(iv) SibllngE, and spouses tbereof;
(v) Grandparents and grandchildren.

and spouses thereof;
(vi) Domestic partner and parents

thereof, including domestic partners of
any individual In 2 througb 5 of this
definition; and
(vii) Any individual related by blood

or affinity wbose close association with
the employee is the equiva.lent of a
family relationship.
(6) Rental costs under leases which

a.re required to be treated &8 capital
leases under GAAP are allowable only
up to the amount (as explained in para-
graph (b) of this section) that would be
allowed had the non-Federal entity
purchased the property on the date the
lease agreement was exeouted. The pro-
vtsions of GAAP must be used to deter-
mine wbether a lease is a cl1.pitallease.
Interest costs related to capital leases
are allowable to the extent they meet
the criteria in §200.449 Interest. Unal-
lowable costs include amounts paid for
profit, management fees, and taxes
that would not have been inourred had
the non-Federal entity purchased the
property.
(6) The rental of any property owned

by any indivtduals or entities affiliated
with the non-Federal entity, to include
commercial or residential real estate.
for purposes such as the home office
workspace is unallowable.
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1200.466 8cholarshipli and student aid
costs.

(a) Costs of acholarshlps, fellowships,
and other programs of student aid at
IREs are allowable only when the pur-
pose of the Federal award is to provide
training to selected participants and
the charge is approved by the Federal
awarding agsncy. However. tu1tion re-
mtsston and othsr forms of compensa-
tion paid as, or in lieu of. wages to stu-
dents performing necessary work are
allowable provided that:

(1) The individual is conducting ac-
tivities neceesarv to the Federal
award;

(2) Tuition remission and other sup-
port are provided in accordance with
establ1Bbed policy of the !HE and con-
sistently provided in a like manner to
students in return for similar activities
conducted under Federal awards as
well as other activities; and

(3) During the academic period, the
student is enrolled in an advanced de-
gree program at a non-Federal entity
or affiliated institution and the activi-
ties of the student in relation to the
Federal award are related to the degree
program;

(4) The tuition or other payments are
reasonable compensation for the work
performed and are conditioned expliC-
itly upon the performanoe of necessary
work; and

(5) It is the IHE's practioe to simi-
larly compensate students under Fed-
eral awards as well as other activities.

(b) Charges for tuition remission and
other forms of compensation paid to
students as, or in lieu of, salaries and
wages must be subject to the reporting
reqnirements in §200.480 Compensa-
tion-personal services, and must be
treated as direct or indirect cost in ac-
cordance with the actual work being
performed. Tuition remission may be
charged on an average rate basis. See
also 1200.431 Oompensation-fringe ben-
efits.

§200.467 Selling and marketing costs.
Oosts of sel11ng and marketing any

products or services of the non-Federal
entity (unlese allowed under §200.421
Advertising and public relations.) are
unallowable. except as direct costs.
with prior approval by the Federal

2 CFRCh.U 0-1-15 Edition)

awarding agency when necessary for
the perfonnance of the Federal award.

§200.468 Specialbed service facilities.
(a) The costs of servioes provided by

highly complex or speoialized·facilities
operated by the non-Federal entity.
such as computing facilltles, wind tun-
nels, and reactors are allowable. pro-
vided the charges for the services meet
the conditions of either paragraphs (b)
or (c) of this section, and, in addition,
take into account any items of income
or Federal finanoing that qualify as ap-
plicable credits under 1200.406 Applica-
ble credits.

(b) The costs of such services. when
material. must be charged directly to
applicable awards based on a.otual
usage of the services on the basis of a
schedule of rates or established meth-
odology that:

(1) Does not discriminate between ac-
tivities under Federal awards and other
activities of the non-Federal entity, in-
cluding usage by the non-Federal enti-
ty for internal purpoBes. and

(2) Is designed to recover only the ag-
gregate costs of the services. The costs
of each service must consist normally
of both its direct costs and its allocable
share of all indirect (F&A) costs. Rates
must be adjusted at least biennially,
and must take into consideration overt
under applied costs of the previous pe-
riod(s).

(c) Where the costs incurred for a
service are not material, they may be
allocated as indirect (F&A) costs.

(d) Under some extraordinary cir-
oumstances, where it is in the best in-
terest of the Federal Government and
the non-Federal entity to establiBb al-
ternative costing arrangements, such
arrangements may be worked out with
the Federal cognizant agency for indi-
reot costa.

1200.469 Student activity costa.
Ooste incurred for intramural activi-

ties, student publications, student
clubs, and other student aotivities. are
unallowable. unlese specifioally pro-
vided for in the Federal award.

§200.470 TaKes (including Value
Added Tax).

(a) For states, local governments and
Indian tribes:

170

DATf ACHMENT -.----•••-.-••....
PAGE ••:J.Ij. . OF ..J.If5i3--- PAGES



OMS Guidance

(1)Taxes that a governmental unit is
legally required to pay are allowable,
except for self-assessed taxes that dis-
proportionately affect Federal pro-
grams or changes in tax polrcies that
disproportionately affect Federal pro-
gTams.

(2) Gasoline taxes, motor vehicle
fees, and other taxes that are in effect
user fees lor benefite provided to the
Federal Government are allowable.
(3) This provision does not restrict

the authority of the Federal awa.rd1Dg
agency to identify taxes where Federal
participation is inappropriate. Where
the identification of the amount of un-
allowable taxes would require an inor-
dinate amount of effort, the cognizant
agency for indirect costs may accept a
reasonable approximation thereof.
(b) For nonprofit organizations and

IREs:
(1) In general, taxes which the non-

Federal entity is required to pay and
which are paid or aocrued in accord-
ance with GAAP, and payments made
to local governments in lieu of taxes
which are commensurate with the local
government services reoeived are al-
Jowable, except for:
(i) Taxes from whioh exemptions are

available to the non-Federal entity di-
rectly or which are available to the
non-Federal entity based on an exemp-
tion afforded the Federal Government
and, In the latter case, when the Fed-
eral awarding agency makes available
the necessa.ry exemption certificates,
(ii) Special assessments on land

whioh represent capital improvements,
and
(111)Fecieralinoome taxes.
(2)Any refund of taxes, and any pay-

ment to the non-Federal entity of in-
terest thereon, which were allowed as
Federal award costs, will be credited
either as a cost reduotion or cash re-
fund, as appropriate, to the Federal
Government. However, any interest ac-
tually paid or credited to an non-Fed-
eral entity incident to a refund of tax,
interest, and penalty will be paid or
oredited to the Federal Government
only to ths extent that such interest
accrued over the period during whioh
the non-Federal entity bas been reim-
bursed by the Federal Government for
the taxes, interest, and penalties.

§200.471

(c) Value Added Tax (VAT) Foreign
taxes charged for the purchase of goods
or services that a non-Federal entity is
legally required to pay in oountry is an
allowable expense under Federal
aWards. Foreign tax refunds or applioa-
ble credits under Federal awards refer
to reoeipts, or reduction of expendi-
tures, which operate to offset or reduce
expense items that are allocable to
Federal awards as direct or indirect
costs. To the extent that such credits
accrued or received by the non-Federal
entity relate to allowable cost, these
costs must be credited to the Federal
awarding agency either as costs or cash
refunds. If the costs are credited back
to the Federal award, the non-Federal
entity may reduce the Federal share of
oosts by the a.mount of the foreign tax
reimbursement, or where Federal
award has not expired, use the foreign
government tax refund for approved ac-
tivities under the Federal award with
prior approval of the Federal awarding
agency.

§200.471 Termination costs.
Termination of a Federal award gen-

erally gives rille to the incurrence of
costa, or the need for special treatment
of costs, which would not have arisen
had the Federal award not been termi-
nated. Cost principles covering these
items are set forth in this section.
They are to be used in conjunction
with the other provtetons of this part
in termination situations.
(a) The cost of items reasonably usa-

ble on the non-Federal entity's other
work must not be allowable unless the
non-Federal entity submits evidence
that it would not retain such items at
cost without sustaining a loss. In de-
ciding whether suoh items are reason-
ably usable on other work of the non-
Federal entity, the Federal awarding
agenoy should consider the non-Federal
entity's plans and orders for current,
and soheduled activity. Contempora-
neous purchases of common items by
the non-Federal entity must be re-
garded as evidence that such items are
reasonably usable on the non-Federal
entity's other work. Any acceptance of
common items as allocable to the ter-
minated portion of the Federal award
must be limited to the extent that the
Quantities of such items on hand, in
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transit, and on order are in excess of
the reasonable quantitative require-
ments of other work.
(b) If in a particular case, despite all

reasonable efforts by the non-Federal
entity, certain costs cannot be discon-
tinued immediately after the effective
date of termination. such costs are
generally allowable within the limita-
tions set forth in this part, except that
any such costs continuing after termi-
nation due to the negligent or wUlful
fa.ilure of the non-Federal entity to dis-
continue such costs must be unallow-
able.
(c) Loss of useful value of special

tooling, machinery, and equipment is
generally allowable if:
(1) Such specia.l tooling, specta.l ma-

chinery, or equipment is not reason-
ably capable of use in the other work of
the non-Federal entity,
(2) The interest of the Federal Gov-

ernment is protected by transfer of
title or by other means deemed appro-
priate by the Federal awarding agency
(see also §200.313 Equipment, paragraph
(d), and
(3) The loss of useful value for any

one terminated Federal award is lim-
ited to that portion of the acquisition
cost which bears the same ratio to the
total acquisition coot as the termi-
nated portion of the Federal award
bears to the entire terminated Federal
award and other Federal awards for
which the special tooling, machinery,
or equipment was acquired.
(d) Rental costs under unexpired

leases are generally allowable where
clearly shown to have been reasonably
necessa.ry for the performance 01 the
terminated Federal award less the re-
sidual value of such leases, if:
(1) The amount of such rental

claimed does not exceed the reasonable
use value of the property leased for the
pertod of the Federal award and such
further period &8 may be reasonable,
and
(2) The non-Federal entity makes all

reasonable efforte to terminate, assign,
settle, or otherwise reduce the cost 01
such lease. There also may be included
the cost of alterations of such leased
property, provided such alterations
were necessary for the performance of
the Federal award, and of reasonable

2 CFR Ch.U (1-1-15 EdItion)

restoration required by the provisions
of the lease.
(e) Settlement expenses including the

followiIli' are generally allowable:
(1) Aocountlng, legal, clerical, and

similar costs reasonably neceSll8J'Yfor:
(1) The preparation and presentation

to the Federal awarding agency of set-
tlement claims a.nd supporting data
with respect to the terminated portion
of the Federal award, unless the termi-
nation Is for cause (see Subpart D-
Post Federal Award Requirements of
this part, §§200.338 Remedies for Non-
compliance through 200.342 Effeots of
Suspension and termination); and
(11)The termination and settlement

of subawards.
(2) Reasonable costs for the storage.

transportation, protection, and disposi-
tion of property provided by the Fed-
eral Government or acquired or pro-
duced for the Federal award.

(!) Claims under subawards, inoluding
the allocable portion of claims which
are common to the Federal award and
to other work of the non-Federal enti-
ty. are generaJ1y allowable. An appro-
prtate share of the non-Federal entity's
indirect costs ma.y be allocated to the
amount of settlements with contrac-
tors andlor subrecipients, provided that
the amount allocated is otherwise con-
sistent with the basic guidelines con-
tained in 1200.414 Indirect (P&A) oosts.
The indirect costs 80 allocated must
exclude the same and similar costs
claimed directly or indirectly as settle-
ment expenses.'

§200.472 Traininr aDd educatioD coats.
The cost of training and education

provided for employee development is
allowable.

f 200.473 Transportation costs.
Costs incurred for freight, express,

cartage, postage, and other transpor-
tat10n services relating either to goods
purchased, in process, or delivered, are
allowable. When such costs can readily
be Identified with the items involved,
they may be charged directly as trans-
portation costs or added to the cost of
such items. Where identification with
the materials received cannot readily
be made, inbound transportation cost
may be charged to the appropriate in-
direct (F&A) cost accounts if the non-

172

DATTACHMENT •._.•_•••--... _.
PAGE ._:.1_~ . OF ._._\~. PAGES



OMB Guidance

Federal entity follows a consistent, eq-
uitable procedure in this respect. Out-
bound freight, if relmbursable under
the terms and conditions of the Federal
award, should be treated as a direct
cost.

§200.474 Travel coste.
(a) General. Travel costs are the ex-

penses for transportation, lodging. sub-
sistence. and related items incurred by
employees who are in travel status on
official business of the non-Federal en-
tity. Such costs may be cbarged on an
actual ccst basis, on a per diem or
mileage basis in lieu of actual costs in-
curred. or on a combination of the two,
provided the method used is applled to
a.n entire trip a.nd not to selected days
of the trip. and results in charges con-
sistent with those normally allowed in
like circumsta.nces in the non-Federal
entity's non-federally-funded activities
a.ndin accordanoe with non-Federal en-
tity's written travel reimbursement
policies. Notwithstanding the provt-
slons of §200.444 General costs of gov-
ernment, travel costs of officials cov-
ered by that section are allowable with
tbe prior written a.pprova.lof the Fed-
eral awarding agency or P&BS-tbrougb
entity when they are specifioally re-
lated to the Federal award.

(b) Lodging ana subsistence. Costs in-
curred by employees and omcers for
travel, including costs of lodging, other
subsistence, and incidental expenses,
must be considered reasonable and oth-
erwise allowable only to the extent
such costs do not exceed cba.rges nor-
mally allowed by the non-Federal enti-
ty in its regular operations as the re-
sult of the non-Federal entity's written
travel policy. In addition, if these costs
are charged directly to the Federal
award documentation must justifY
that:

(1) Participation of the individual is
necessary to the Federal award; and

(2) The costs are reasonable and con-
sistent with non-Federal entity's es-
tablished travel policy.

(c)(1) Temporary dependent care
costs (as dependent is defined in 26
U.S.C. 152) above and beyond regular
dependent care that directly results
from travel to conferences is allowable
provided that:

§200.474

(1)The costs are a direct result of the
individual's travel for the Federal
award;

(11)The costs are consistent with the
non-Federal entity'S documented trav-
el policy for all entity travel; and

(111)Are only temporary during the
travel period.

(2) Travel costs for dependents are
unallowable, except for travel of dura-
tion of six months or more with prior
approval of the Federal awarding agen-
cy. See also 1200.482 Conferences.

(d) In the absence of an acceptable,
wr:!tten non-Federal e!ltity pollcy re-
garding travel costs, the rates and
amounts established under 5 U.S.C.
5701-11, ("Travel and Subsistence Ex-
penses; Mlleage Allowances"), or by
the Administrator of General Services,
or by the President (or his or her des-
Ignee) pursua.nt to any provisions of
such subchapter must apply to travel
under Federal awards (48 CFR 81.205-
46(a».

(e) Commercial air travel. (1) Airfare
costs In excess of the basic least expen-
sive unrestricted accommodations
class offered by commercial airlines
are unallowable except when such ac-
commodations would:
(1) Require circuitous routing;
(11) Requ1re travel during unreason-

able hours:
(11i)Excessively prolong travel;
(tv) Result in additional costs that

would offset the transportation sav-
ings: or

(v) Offer accommodations not reason-
ably adequate for the traveler's med-
ical needs. The non-Federal entity
must. justify and document these condi-
tions on a case-by-case basis in order
for the use of first-class or bustness-
claes airfare to be allowa.ble in such
cases.

(2) UnIeBBa pa.ttern of avoidance Is
detected. the Federal Government w111
generally not questton a non-Federal
entity's determinations that cus-
tomary standard airfare or other dis-
count airfare is unava.ilable for specific
trips if the non-Federal entity can
demonstrate that such airfare was not
available in the specific case.

(f) Air travel by other than commercial
carrier. Costs of travel by non-Federal
entity-owned, -leased, or -chartered
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aircraft iDclude the cost of lease. char-
ter. operation (including personnel
costs). maintenance, depreciation. tn-
surance, and other related coats. The
portion of such costs that exceeds the
cost of airfare as provided for in para-
graph (d) of this section. is unallow-
able.
[78 FR 78608. Dec. 26. 2018. lL8 amended a.t 79
FR 7588'7,Dec. 19, 2(14)

.200 •• 7li.~
Travel and subsistence costs of trust-

eee (or directors) at IHEs and nonprotlt
crganizations are allowable. See also
§200.474 Travel costs.

Subpart F-Audit Requirements
GENERAL

§2OO.1lOOPurpose.
This part sets forth standards for ob-

taiDing consistency and uniformity
among Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards.

AUDITS

§ 200.501 Audit requirements.
(a) Audit required. Anon-Federal enti-

ty that expends $750.000 or more during
the non-Federal entity's fiscal year in
Federal awards must have a single or
program-speoific audit oonduoted for
that year in accordance with the provi-
sions of this part.
(b) Single audit. A non-Federal entity

that expends $750,000 or more during
the non-Federal entity's fiscal year in
Federal awards must have a single
audit oonducted In accordance with
§ 200.514 RcoPf' of audit exoept when it
eleots to have a program-specific audit
conducted in accordance with para-
graph (c) of this section.
(c) Program-$peCi!ic audit election.

When an a.uditee expends Federal
a.wards under only one Federal pro-
gram (excluding R&D)and the Federal
program's statutes. regulations. or the
terms and oonditions of the Federal
award do not require a financial state-
ment audit of the audltee, the auditee
may elect to have a. program-specific
audit conducted in accordance with
§200.507 Program-specific audits. A pro-
gram-specific audit may not be elected

2 CFi Ch. II (1-1-15 Edition)

for R&D unless all of the Federal
awards expended were received from
the same Federal agency. or the same
Federal agency and the same pa.ss-
through entity. and that Federal agen-
cy. or pass-through entity In the case
of a subreciptent, approves in advanoe
a program-speciHc a.udit.

(d) Exemption when Federal awards u-
pended are less Uwn $750,()()().A non-Fed-
eral entity that expends 16Sl! than
S750.000 during the non-Federa.l entitY'B
Hsca.lyear in Federal awards is exempt
from Federa.l audit requirements for
that year, except sa noted in 1200.503
Relation to other audit requirements,
but records must be avaUable for re-
view or audit by approprta.te orncialB
of the Federal agency. pass-through en-
tity, and Government Accountability
Office (GAO).

(e) Federally Funded Research and De-
velopment Centers (FFRDC). Manage-
ment of an auditee that owns or oper-
atee a FFRDC ma.y elect to treat the
FFRDC as a separate entity for pur-
poses of this part.

(f) Subrecipients a1!d Contractors. An
auditee may Simultaneously be a re-
Cipient, a' subrec1pient. and 8. con-
tractor. Federal awards expended as a
recipient or a subrecipient are subject
to audit under this part. The payments
received for goods or services provided
as a contractor are not Federal a.wards.
Section 1200.830 Subrecipient and con-
tractor determinations Il8ts forth the
considerations in determiDing whether
payments constdtute a. Federal award
or a payment for goods or services pro-
vided as a contractor.

(g) Compliance responsibility for con-
tractors. In most cues. the auditee's
compliance responsibility for oontrao-
tors is only to ensure that the procure-
ment. rece1pt, and payment for goods
and services comply with Federal etat-
utes, regulat1ons. and the terms and
conditions of Federal awards. Federal
award compl1ance requirements nor-
mally do not pass through to contrac-
tors. However, the auditee is respon-
sible for eneuring compliance for pro-
curement transactions which are struo-
tured such that the contractor is re-
sponsible for program compliance or
the contractor's records must be re-
viewed to determine program compli-
ance. Also, when these procurement
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transactions relate to a major pro-
gram, the scope of the audit must in-
clude determining whether these trans-
actions are in compliance with Federal
statutes, regulations, and the terms
and condit1ons of Federal awards.
(h) Pot-profit subrecipient. Since this

part does not apply to for-profit sub-
recipients, the pass-through entity is
responsible' for establishing require-
ments, &8 necessary, to ensure compli-
ance by for-profit subrecipients. The
agreement with the for-profit sub-
recipient must describe applicable
compliance requirements and the for-
profit subrecipient's compliance re-
sponsibility. Methods to ensure compli-
ance for Federal awards made to for-
profit subrecipients may Include pre-
award audits, monitoring during the
agreement, and post-award audits. See
also §200.331 Requirements for pass-
through entities.
['18 FR 7ll608, Dec. 26, 2013, II.S amended at 79
FR 75887,Dec. 19, 2014J

§200.502 ~. tor de&ermiuing Fed·
eral awards expended.

(a) Determining Federal awards ex-
pended. The determination of when a
Federal award is expended must be
ba.aed on when the activity related to
the Federal award occurs. Generally,
the activ1ty pertains to events that re-
quire the non-Federal entity to comply
with Federal statutes, regulations, and
the terms and conditions of Federal
awards, such as: expenditure/expense
transactions associated with awards in-
cluding grants, cost-reimbursement
contracts under the FAR, compacts
with Indian Tribes, cooperat1ve agree-
ments, and direct appropriations; the
disbursement of funds to subreciplents;
the use of loan proceeds under loan and
loan guarantee programs; the receipt of
property; the receipt of surplus prop-
erty; the receipt or use of program in-
come; the distribution or use of food
commodities; the disbursement of
amounts entitling the non-Federal en-
tity to an interest subsidy; and the pe-
riod when insurance is in foroe.
(b) Loan and loan guarantees (loans).

Since the Federal Government is at
risk for loans until the debt is repaid,
the following guidelines must be used
to calculate the value of Federal
awards expended under loan programs,

§200.502

except a.a noted in paragraphs (c) and
(d) of this section:
(1) Value of new loans made or re-

ceived during the audit period; plus
(2) Beginning of the a.udIt period bal-

ance of loans Cromprevious years for
which the Federal Government imposes
continuing compliance requirements;
plus
(3) ADy interest subsidy, Ca.&h,or ad-

ministrative cost allowance received.
(c) Loan and loan guarantees (loans) at

IHEs. When loans are made to students
of an IRE but the IRE does not make
the loans, then only the value of loans
made during the audit period must be
considered Federal awards expended in
that audit period. The balance of loans
for previous audit periods is not in-
cluded as Federal awards expended be-
cause the lender accounts for the prior
balances.
(d) Prior loan and loan guarantees

(loans). Loans, the proceeds of which
were received and expended in prior
years, are not considered Federal
awards expended under th1s part when
the Federal statutes, regulations, and
the terms and condit1ons of Federal
awards pertaining to such loans impose
no continuing oompliance require-
ments other than to repay the loans.
(e) Endowment fUnds. The cumulative

balance of Federal awards for endow-
ment funds that are federally re-
stricted are considered Federal awards
expended in each audit period in which
the funds are still restrioted.
(f) Free rent. Free rent received by

itsel1is not considered a Federal award
expended under this part. However, free
rent received as part of a Federal
award to carry out a Federal program
must be included in determining Fed-
eral awards expended and subject to
audit under this part.
(g) Valuing non-eash assistance. Fed-

eral non-cash assiatance. such as free
rent, food commodities, donated prop-
erty, or donated surplus property, must
be valued at fair market value at the
time of receipt or the assessed value
provided by the Federa.l agency.
(h) Medicare. Medicare payments to II.

non-Federal entity for providing pa-
tient care services to Medicare-el1gible
individuals are not considered Federal
awards expended under this part. .
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(1) Medicaid. Medioaid payments to a
subreciptent for providing patient care
services to Medicaid-eligible individ-
uals are not considered Federal awards
expended under this part unless a state
requires the funds to be treated as Fed-
eral awards expended because reim-
bursement is on a cost-reimbursement
basis.
(j) Certain loans provided btl the Na-

tional Credit Union Adminimation. For
purposes of this part. loans made from
the National Credit UIiion Share Insur-
ance Fund and the Central Liquidity
Facility that are funded by contribu-
tions from insured non-Federal entities
are not considered Federal awards ex-
pended.
[78 FR 78608.Dec. 26. all13. as &mended at 79
FR 75887.Dec. 19,2014]

1200.503 Relation to other audit re-
quirements.

(a) An audit conducted in accordance
with this part must be in l1eu of any fi-
nancial audit of Federal awards whieb
a non-Federal entity is required to un-
dergo under any other Federal statute
or regulation. To the extent that such
audit provides a Federal agency with
Lhe information it requires to carry
out its responsibilities under Federal
statute or regulation, a Federal agency
must rely upon and use that informa-
tion.
(b) Notwithstanding subsection (a), a

Federal agency, Inspectors General, or
GAOmay conduct or arrange for addi-
tional audits which are necessary to
carry out its responsibilities under
Federal statute or regula.tion. The pro-
visions of this part do not authorize
any non-Federal entity to constrain, in
any manner, such Federal agency from
carrying out or arranging for such ad-
ditiona.l audits, exoept that the Federal
agenoy must plan such audits to not be
duplicative of other audits of Federal
awards. Prior to commencing such an
audit, the Federal agency or pa.8B-
through entity must review the FAC
for reoent audits submitted by the non-
Federal entity, and to the extent suoh
audits meet a Federal agency or pass-
through entity's needs, the Federal
agency or pass-through entity must
rely upon and use such audits. Any ad-
ditional audits must be planned and
performed in such a way as to bu1ld

2 CFRCh. II (1-1-15 EdItIon)

upon work performed, inoluding the
audit documentation, sampling, and
testing already performed, by other
auditors.
(c) The provisions of this part do not

limit the authority of Federal agencies
to conduct, or arrange for the conduct
of, audits and evaluations of Federal
awards, nor limit the authority of any
Federal agency Inspector General or
other Federal omc1a.l.For example, re-
quirements that ·may be appl1cable
under the FAR or CAS and the terms
and conditions of a cost-reimbursement
contract ma.y include additional appli-
cable audits to be conducted or ar-
ranged for by Federal agencies.
(d) Federal agency to pay for addi-

tional audits. A Federal agency that
conducts or arranges for additional au-
dits must, consistent with other appli-
cable Federal statutes and regulations,
arrange for funding the full cost of
such additional audits. .
(e) Request for a program to be au-

dited 808 a major program. A Federal
awarding agency may request that an
aud1tee have a particular Federal pro-
gram audited as a major program in
Ueu of the Federal awarding agency
conducting or arranging for the addi-
t10nal audits. To allow for planning,
such requests should be made at least
180 calendar days prior to the end of
the fiscal year to be audited. The
auditee, after consultation with its
aud1tor, should promptly respond to
such a request by informing the Fed-
eral awarding agency whether the pro-
gram would otherwise be audited as a
ma.jor program using the risk-based
audit approach described in 1200.518
MAjor program determination and, if
not, the estimated incremental cost.
The Federal awarding agency must
then promptly confirm to the auditee
whether it wants the program audited
as a major program. If the program is
to be audited as a major program based
upon this Federal awarding agency re-
quest, and the Federal awarding agen-
cy agrees to pay the full inCremental
costs, then the auditee must have the
program audited as a.major program. A
pass-through entity may use the provi-
sions of this paragraph for a sub-
recipient.
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§200.504 Frequency of audita.
Except for the prov1sions for biennial

audits provided in paragraphs (a) and
(b) of this section, audits required by
this part must be performed annually.
July biennial a.udit must cover both
years within the biennial period.
(a) A state, 10c&1government, or In-

dian tribe that is required by constitu-
tion or statute, in effect on January 1,
1987, to undergo its audits Iess fre-
quently than annually, is permitted to
undergo its audits pursuant to this
part biennia.lly. This requirement must
still be in effeot for the biennla.1period.
(b) Any nonprollt organization that

had bienni&1audits for &11biennial pe-
riods ending between July 1, 1992, and
January I, 1995, is permitted to under-
go its audits pursuant to this part bi-
ennially.

f 200.506 Sanctiona.
In oases of oontinued inability or un-

willingness to have an audit conducted
in accordance with this part, Federal
agencies and P&8&-through entities
must take appropriate aotion as pro-
vided in §200.338 Remedies for non-
complianoe.

§200.506 Audit coets.
See §200.425 Audit services.

§200.607 ProgrllDl-8peClHlcaudits.
(a) Program-speci/ic audit guide avail-

able. In many cases, a program-speoifio
audit guide will be available to prov1de
specific guidanoe to the aud1tor with
respect to internal oontrols, oompli-
ance requirements, suggested audit
procedures, and audit reporting re-
quirements. A listing of current pro-
gram-specifio audit guides can be found
in the compliance supplement begin-
ning with the 2014 supplement includ-
ing Federal awarding agency contact
information and a Web site where a
copy of the guide can be obtained.
When a current program-specific audit
guide Is available, the auditor must
follow GAGASand the guide when per-
forming a program-specific audit.
(b) Program-specific audit guide not

available. (1) When a cUITBntprogram-
specific audit guide is not available,
the auditee and auditor must have ba-
sically the same responsibilities for the

§200.507

Federal program as they would have
for an audit of a major program in a
Bingleaudit.
(2) Tbe auditee must prspare the fi-

nancial statement(s) for the Federal
program that includes, at a minimum,
a schedule of expenditures of Federal
awards for the program and notes that
describe the significant accounting
policies used in preparing the schedule,
a summary schedule of prior audit find-
ings consistent with the requirements
of 1200.511 Audit findings follow-up,
paragraph (b), and a corrective action
plan consistent with the requirements
of §200.511 Audit :rmdlngs follow-up.
pa.ragraph (c).
(3)The auditor must:
(i) Perform an audit of the financial

statement(s) for the Federal program
in accordance with GAGAS;
(ii) Obtain an understanding of inter-

n&1controls and perform tests of inter-
n&1controls over the Federal program
consistent with the requirements of
§200.514 Scope of audit. paragraph (c)
for a major program;
(111)Perform procedures to determine

whether the auditee has complied with
Feder&1statutes, regulations, and the
terms and conditions of Federal awards
that could have a direct and material
effect on the Federal program con-
sistent with the requirements of
§200.514 Scope of audit. paragraph (d)
for a ma.jor program;
(tv) Follow up on prior audit findings,

perform procedures to assess the rea-
sonablenese of the summary schedule
of prior audit findings prepared by the
auditee in accordance with the require-
ments of 5200.511 Audit findings follow-
UP.and report. as a current year audit
finding, whsn the auditor concludes
that the summary schedule of prior
audit findings ma.terially misrepre-
sents the status of any prior audit find-
ing; and
(v) Report any audit findings con-

aistent with the requirements of
§2OO.516Audit findings.
(4) The auditor's report(s) may be in

the form of either combined or sepa-
rate reports and may be organized dif-
ferently from the manner presented in
this section. The auditor's report(s)
must state that the audit was con-
ducted in accordance with thiB part
and include the following:
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(1)An opinion (or disclaimer of opin-
ion) as to whether the financial state-
mentes) of the Federal program is pre-
sented fairly in all material respects In
accordance with the stated accountdng
policies;
(11)A report on intern&l control re-

lated to the Federal program, which
must describe the scope of testing of
internal control and the results of the
tests;
(111)A report on compliance which in-

cludes an op1n1on (or diecla1mer of
opinion) as to whether the auditee
complied with laws, regulations. and
the terms and conditions of Federal
awards which could have a direot and
material effect on the Federal pro-
gram; and
(iv) A schedule of findings and ques-

tioned costs for the Federal program
that includes a summary of the audio
tor's results relative to the Federal
program in a format consistent with
§200.515Audit reporting, paragraph
(d)(I) and findings and questioned costs
consistent with the requirements of
1200.515Audit reporting. paragraph
(d)(S).
(c) Report submission for prO(lTam-spe-

ci/ic audits. (1) The audit must be com-
pleted and the reporting required by
paragraph (c)(2) or (c)(3)of this section
submitted within the earHer of 30 cal-
endar days after receipt of the audi-
tor's report(s), or nine months a.fter
the end of the audit period, unless a
different period Is specified in a pro-
gram-specific audit guide. UnleBBre-
stricted by Federal law or regulation,
the auditee must make report copies
available for public inspection.
Auditees and a.uditors must ensure
that their respective parts of the re-
porting package do not Include pro-
tected personally identifiable informa-
tion.
(2) When a program-spec111c audit

guide Is available, the auditee must
electronically submit to the FAC the
data colleotion form prepared in ao-
oordance with 1200.612Report submis-
sion, paragraph (b), as applicable to a
program-speoific audit, and the report-
ing required by the program-specific
audit guide.
(3) When a program-speclfic audit

guide is not available, the reporting
package for a program-spec111c audit

2 CFR en, II (1-1-15 EditiOn)

must consist of the financial state-
mentes) of the Federal program. a SUDl-
mary schedule of prior audit findings.
and a corrective action plan as de-
soribed in paragraph (b){2)of this sec-
tion, and the auditor's report(s) de-
scribed in paragraph (b)(4) of this sec-
tion. The data collection form prepared
in accordance with 1200.512Report sub-
miselon, pa,ragraph (b). &8 applicable to
a program-specific audit. and one copy
of this reporting pa.ckage must be elec-
trOnically submitted to the FAC.
(d) Other sections of this part mall

appili. Program-specific audits are sub-
ject to:
(1) 200.500Purpose through 200.503Re-

lation to other audit requirements.
paragraph (d);
(2) 200.504 Frequency of audits

through 200.506Audit costs;
(3) 200.508Auditee responsiblUties

through 200.509Auditor selection;
(4)200.511Audit findings follow-up;
(5) 200.512Report eubmieston, para-

graphs (e) through (b);
(6)200.518Responsibilities;
(7) 200.516Audit findings through

200.517Audit documentat1on;
(D) 200.521Management decision. and
(9) Other referenced prov1s1onsof this

part unless contra.ry to the provtstone
of this section, a program-specific
audit guide, or program sta.tutes and
regulations.
[78 FR 78606,Dec. 36, 3018. as amended at 79
FR 75887,Dec. 19, 2014]

AUDITEES

1200.1108 Auditee rellpOnllibiJities.
The a.uditee must:
(a) Procure or otherwise arrange for

the audit required by this part in ac-
cordance with §200.509Auditor selec-
tion, and ensure 1t is properly per-
formed and submitted when due in ac-
oordance with 1200.512Report submis-
sion.
(b) Prepare appropriate financial

statements, including the schedule of
expenditures of Federal awards in ac-
cordance with §200.610F1nancieJ state-
ments.
(c) Promptly follow up and ta.ke cor-

rective action on audit findings. in-
cluding preparation of a. summary
schedule of prior audit findings and a
corrective action plan in accordance
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with 1200.611 Audit findings follow-uP.
paragraph (b) and §~O.611Audit find-
ings follow-up. paragraph (c). respec-
tively.
(d) Provide the auditor with access to

personnel. accounts. books. records.
supporting documentation, and other
information as needed for the aud1tor
to perform the audit required by this
part.

1200.509 Auditor R11eetion.
(a) Auditor prl)CUrement. In procur1ng

audit services, the auditee must follow
the procurement standards prescribed
by the Procurement Standards in
1§200.317 Procurement by states
through 20.326 Contract provisions of
Subpart D- Post Federal Award Re-
quirements of th1s part or the FAR (48
eFR part 42), as applicable. When pro-
curing audit services. the objective is
to obtain high-qual1ty audite, In re-
questing proposals for audit services,
the object1ves and scope of the audit
must be made clear and the non-Fed-
eral entity must request a copy of the
audit organimtion's peer review report
which the auditor is required to pro-
vide under GAGAS.Factors to be con-
sidered in evaluating each proposal for
audit services include tbe responsive-
ness to the request for proposal, rel-
evant experience, availability of staff
with professional qualifications and
technical a.bilities, the result!; of peer
and external quality control reviews,
and price. Whenever possible, the
auditee must make positive efforts to
utilize small businesses, minority-
owned firms, and wcmen's business en-
terprises, in procuring audit serv1ces as
stated in 1200.321 Contracting with
small and minority businesses, wom-
en's business enterprises, and labor
surplus area firms, or the FAR (48 CFR
part 42), as appl1cable.
(b) Restriction on auditor preparing in-

direct cost proposal.s. An auditor who
prepares the indirect cost proposal or
cost allocation plan may not also be se-
lected to perform the audit required by
this part when the indirect costs recov-
ered by the auditee dur1ng the prior
year exceeded SI million. This restric-
tion applies to the base year used in
the preparation of the indirect cost
proposal or cost allocation plan and
any subsequent years in which the re-

§200.510

suIting indirect cost agreement or cost
allocation plan is ueed to recover costs.
(e) Use of Federal auditors. Federal

auditors may perform all or pa.rt of the
work required under thie part if they
comply fully with the requtrements of
this part.

§200.510 Financial BtateJllentli.
(a) Financial statements. The auditee

must prepare financial statements that
reflect its financial position, result!! of
operations or changes in net aeaete,
and, where appropriate, cash flows for
the fucal year audited. The financial
statements must be for the same orga-
nizational unit and fiscal year that is
chosen to meet the requlremente of
this part. However, non-Federal entity-
wide financial statements may also in-
clude departments, agencies, and other
organizational units that have separate
audits in accordance with §200.514
Scope of audit, paragraph (a) and pre-
pare separate financial statements.
(b) Schedule of expenditures of Federal

awards. The auditee must alec prepare
a schedule ot expenditures of }I'ederal
awards for the period covered by the
auditee's flnanclal statements which
must include the total Federal awards
expended aa determined in accorda.nce
with §200.502 Basis for determining
Federal award!! expended. While not re-
quired, the audltee may choose to pro-
vide lnformatlon requested by Federal
awarding agencies and pase-through
entities to make the schedule easier to
use. For example, when a Federal pro-
gram has multiple Federal award
years, the auditee may liet the amount
of Federal awards expended for each
Federal award year separately. At a
minimum, the schedule must:
(1) List Uldividual Federal programs

by Federal agency. For a cluster of pro-
grams, provide the cluster name, list
individual Federal programs within the
cluster of programs, and provide the
applicable Federal 8.gency name. For
R&D, total Federal awards expended
must be shown either by individual
Federal award or by Federal agency
and major subdivision within the Fed-
eral agency. For example. the National
Institutes of Health is a major subdivi-
sion in the Department of Health and
Human Services.
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(2) For Federal awards received as a
subrecipient, the name of the paee-
through entity and identifying number
assigned by the pa,ss-tbrough entity
must be included.
(S) Provide total Federal awards ex-
pended for each individual Federa.l pro-
gram and the CFDA number or other
identifying number when the CFDA in-
formation is not a.vailable. For a clus-
ter of programs also provide the total
for the cluster.
(4) Include the total amount provided
to subrecipients from each Federal pro-
gram.
(5) For loan or loan guarantee pro-
grams described in §200.502 Basis for
determining Federal awards expended,
paragraph (b), identify in the notes to
the schedule the balances outstand1ng
at the end of the audit period. This is
in a.ddition to including the total Fed-
eral awards expended for loan or loan
guarantee programs in the schedule.
(6) Include notes that describe that
significant accounting pol1cies used in
preparing the schedule. and note
whether or not the auditee elected to
use the 10% de minimis cost rate as
covered in §200.414. Indirect (F&A)
costs.
['78FR 78608, Dec. 26, 2013, a.s amendedat 79
FR 75887,Dec. 19, 2014]

f 200.1511Audit findings follow-up.
(a) General. Tbe auditee Is responsible
for follow-up and corrective action on
all audit f1ndings. As part of this re-
sponsibility, the auditee must prepare
a summary schedule of prior audit find-
ings. Tbe auditee must also prepare a
corrective action plan for current year
audit findings. Tbe summary schedule
of prior audit findings and the correc-
tive action plan must include the ref-
erence numbers the a.uditor assigns to
audit findings under §200.516 Audit
findings, paragraph (c). Since the sum-
mary schedule may include audit find-
ings from multiple years, it must in-
clude the fiscal year in which the find-
ing initially occurred. The corrective
action plan and summary schedule of
prior a.udit imdings must 1nclude find-
ings rela.ting to the financial state-
ments which are required to be re-
ported in accordance with GAGAS.
(b) SummaTY schedule of prior audit

findings. Tbe summary schedule of

2 CFRCh. II (1-1-15 Edition)

prior audit findings must report the
status of all audit findings inoluded 1n
the prior audit's schedule of findings
and questioned costs. The summary
scbedule must also include audit find-
ings reported in the prior audit's sum-
mary scaedule of prior audit findings
except audit findings listed as cor-
reoted in accordanoe with paragraph
(b)(1) of this section, or no longer valid
or not warranting further action in ac-
cordance with paragraph (b)(S) of this
section.
(1) When audit findings were fully
corrected, the summary schedule need
only list the audit findings and state
that oorrective action was taken.
(2) Wben audit findings were not cor-
rected or were only partially corrected,
the summary scbedule must describe
the reasons for the finding's recurrence
and planned corrective action, and any
partial corrective action taken. When
corrective action taken is significantly
different from oorrective action pre-
v10usly reported in a corrective action
plan or in the Federal agency's or pass-
througb entity's management decision.
the summars' schedule must provide an
.explanation.

(8) When the auditee believes the
a.udit findings are no longer valid or do
not warrant farther action, the reasons
for this position must be described in
the summary schednle. A valid reason
for considering an audit finding as not
warranting further action is tha.t all of
the following have occurred:
(i) Two years have passed since the
a.udit report in whicb the finding oc-
curred was submitted to the FAC;
(11) The Federal agency or pass-
through entity is not currently fol-
lowing up with the auditee on the audit
finding: and
(111)A management decision wa.s not
issued.
(c) Correctiveaction plan. At the com-
pletion of tbe audit, the auditee must
prepa.re, in a document separate from
the auditor's findings described in
§ 200.516 Audit findings, a corrective ac-
tion plan to address each audit finding
included in the current year auditor's
reports. The corrective action plan
must provide the name(s) of the con-
tact person(s) responsible for correc-
tive action, the oorrective action
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planned, and the anticipated comple-
tion date. If the auditee does not agree
with the audit findings or believes cor-
rect1ve action is not required. then the
corrective action pla.n must include an
explanation a.ndspecific reasons.

t 200.512 Report IlUbmiuioD.
(a) General. (1) The audit must be

completed and the data collection form
described in paragraph (b) of this sec-
tion and reporting package desorlbed in
pa.ra.grapli (c) of this section must be
submitted within the earl1er of 30 cal-
endar days a.:Cterreceipt of the audi-
tor's report(s). or nine months after
the end of the a.udit period. If the due
date falls on a Saturday, Sunday, or
Federal hOliday, the reporting package
Is due the next bustnese day.
(2)Unlese restricted by Federal stat-

utes or regulations, the auditee must
make copies ava.1lable for publio in-
spection. Auditees a.nd auditors must
ensure that their respective parte of
the reporting package do not include
protected personally identifiable infor-
mation.
(b)Data Collection. The FAC is the re-

pository of record for Subpart F-Audit.
Requirements of thiB part reporting
packages and the data collection form.
All Federal agencies. pass-through en-
tities and others interested in a report-
ing package and data collection form
must obtain it by accessing the FAC.
(1)The auditee must submit required

data. elements described in Appendix X
to Part 200-Data Colleotion Form
(Form BF-8AC), which state whether
the audit was oompleted in accorda.nce
with this part and provides informa-
tion about the audttee, its Federal pro-
grams. a.nd the results of, the a.udit.
The data must include information
available from the audit required by
this part. that is neoeeearz for Federal
agencies to use the audit to ensure in-
tegrity for Federa.l programs. The data.
elements and format must be approved
by OMB, available from the FAC, and
include cotlecttons of information from
the reporting package deecribed in
paragraph (c) of this section. A senior
level representative of the auditee
(e.g., state controller, director of fi-
nance, chief executive officer, or chief
fl.na.ncial officer) must sign a state-
ment to be included a.spart of the data.

1200.512

collection that 8&YII that the auditee
complied with the requirements of this
part, the data were prepared in accord-
ance with this part (and the instruc-
tions accompanying the form), the re-
porting package does not include pro-
tected personally identifiable informa-
tion, the information included in its
entirety is accurate and complete, and
that the FAC is authorized to make the
reporting package and the form pub-
licly available on a Webstte.

(2) Exception for 171dian Tribes and
Tribal Organizations. An auditee that is
an Indian tribe or a tribal organization
(as defined in the Indian Self-Deter-
mination, Educa.tion and Assistance
Act (ISDEAA), 25 U.S.C. 450b(l) may
opt not to authorize the FAC to make
the reporting package publicly avail-
able on a Web site, by excludmg the au-
thorization for the FAC publication in
the statement described in paragraph
(b)(l) of thill section. If this option is
exercised, the auditee becomes respon-
sible for submitting the reporting
package directly to any pass-through
ent1ties through which it ha.s received
a Federal award and to pass-through
entities for which the summary sched-
ule of prior audit findings reported the
status of any findings related to Fed-
eral awards that the pass-through enti-
ty provided. Unless restricted by Fed-
eral statute or regulation, if the
auditee opts not to authorize publica-
tion, it must make coplee of the report-
ing package available for public inspec-
tion.
(3)Using the information included in

the reporting package described in
paragraph (c) of this section, the audi-
tor must complete the appl1cable data
elements of the data collection form.
The auditor must sign a statement to
be included as part of the data collec-
tion form that indicates, at a min-
imum, the source of the information
included in the form, the auditor's re-
sponsib1l1ty for the information, that
the form is not a substitute for the re-
porting package deBCribedin paragraph
(c) of this section. and that the content
of the form is llmited to the collection
of information prescribed by OMB.
(e) Reporting package. The reporting

package must inolude the:
(1) Financial statements and sched-

ule of expenditures of Federal awards
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discussed In §200.610Financial state-
ments, paragraphs (a) and (b), respec-
tively;
(2) Summary schedule of prior audit

11Ddings discussed in §200.511Audit
findings follow-up, para.gra.ph(b);
(8) Auditor's report(8) discussed in

§200.515Audit reporting; and
(4) Corrective action plan discussed

in 1200.511Audit findings follow-up,
pa.ra.gra.ph(c).
(d) Submission to FAC. The auditee

must electronically submit to the FAC
the data collection form described in
paragraph (b) of this section and the
reporting package described in para-
graph (c) of this section.
(e) RequestJ for management letters

issued by the auditor. In response to re-
quests by a Federal agency or pass-
through entity, auditess must submit a
copy of any management letters iesued
by the auditor.
(f) Report retention requirements.

Auditees must keep one copy of the
data collection form described in para-
graph (b) of this section and one copy
of the reporting package described in
paragraph (c) of this section on me for
three years from the date of submis-
sion to the FAC.
(g) FAC responsibilities. The FACmust

make available the reporting packages
received In accordance with paragraph
(e) of this section and 1200.607Pro-
gram-specific audits, paragraph (c) to
the public, except for Indian tribes ex-
ercising the option in (b)(2)of this sec-
tion, and maintain a data base of com-
pleted audits, provide appropriate In-
formation to Federal agencies, and fol-
low up with known auditees that have
not submitted the required data collec-
tion forms and reporting packages.
(h) Electronic filing. Nothing In this

part must preclude electronic submis-
sions to the FAC in such manner as
may be approved by OMB.
['78 FR 78608, Dec. 36, 2013, as amended at 79
FR 75887, Dec. 19.2(14)

FEDERAL AGENCIES

1200.518 Responsibilities.
(a)(1) Cognizant agency for audit re-

sponslb1l1tles.A non-Federal entity ex-
pending more than $50m1ll1ona year In
Federal awards must have a cognizant
agency for a.udlt. The designated cog-

2 CFR Ch. II (1-1-15 EdHIon)

nizant agency for audit must be the
Federal awarding agency that provides
the predominant amount of direct
funding to a non-Federal entity unless
OMB deSignates a specific cognizant
agency for audit.
(2) To provide for continuity of cog-

nizance, the determination of the pre-
dom1Da.nt amount of direct fundIng
must be based upon direct Federal
awards expended in the non-Federal en-
tity's firsoal years ending in 2009,2014,
2019 and every fifth year thereafter.
For example, audit cognizance for peri-
ods ending in 2011through 2015w1ll be
determined based on Federal awards
expended in 2009.
(3) Notw1thstanding the manner in

which audit cognizance is determined,
a Federal awardIng agency with cog-
nizance for an auditee may rea.ssign
cognizance to another Federal award-
ing agency that provides substantial
funding and agrees to be the cognizant
agency for audit. Within 30 calendar
days after any rea.seignment, both the
old and the new cognizant agency for
aud1t must provide notice of the
change to the FAC, the auditee, and, if
known, the auditor. The cognizant
agency for audit must:
(i) Provide technical audit advice and

liaison assistance to auditees and audi-
tors.

(11) Obtain or conduct quality control
reviews on selected audits made by
non-Federal auditors, and provide the
results to other interested Organiza-
tions. Cooperate and provide support to
the Federal agency deSignated by OMB
to lead a governmentwide project to
determine the quality of single audits
by providing a statistically reliable es-
timate of the extent that single audits
conform to applicable requirements,
standards, and procedures; and to make
recommendations to address noted
audit quality issues, including reo-
ommenda.tions for any ohanges to ap-
plicable requirements, standards and
procedures indicated by the results of
the project. This governmentwide a.udit
quality project must be performed once
every 6 years beginning in 2018or a.t
such other interval as determined by
OMB,and the results must be public.
(iii) Promptly inform other affected

Federal agencies and appropriate Fed-
eral law enforcement offioials of any
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direct reporting by the auditee or its
auditor required by GAGASor statutes
and regulations.
(iv) Advise the community of inde-

pendent auditore of any noteworthy or
important factual trends related to the
quality of audits stemming from qual-
ity control reviews. Significant prob-
lems or quality issues consistently
Identified through quality control re-
views of audit reports must be referred
to appropriate state l1censing agencies
and professional bodies.
(v) Advise the auditor, Federal

awarding agencies, and, where appro-
priate, the auditee of any deficiencies
found in the audits when the defi-
ciencies require corrective action by
the auditor. When advised of defi-
ciencies, the auditee must work with
the auditor to take corrective action.
If corrective action is not taken, the
cognizant agency for audit must notify
the auditor, the auditee, and applicable
Federal awarding agencies and pa.es-
through entities of the facts and make
recommendations for follow-up aotion.
Major Inadequacies or repetitive sub-
standard performanoe by auditors must
be referred to appropriate state licens-
ing agencies and professional bodies for
dilSciplinarya.ction.
(vi) Coordinate, to the extent prao-

tica.l, audits or reviews made by or for
Federal agencies that are in addition
to the audits made pursuant to this
part, 80 that the additional audits or
reviews build upon rather than dupli-
cate audits performed in accordance
wi th this part.
(vii) Coordinate a management deci-

sion for cross-cutting audit findings (as
defined in 1200.30Cross-cutting audit
finding) that affect the Federal pro-
grams of more than one agency when
requested by any. Federal awarding
agency whose awards are included in
the audit finding of the auditee.
(vil:l) Coordinate the audit work and

reporting respons1b1l1ties among audi-
tors to achieve the most cost-effective
audit.
(ix) Provide advice to auditees as to

how to handle changes in fiscal years.
(b) Oversight agency for audit re-

sponsib1l1ties. An auditee who does not
have a des1gnated cognizant agency for
audit will be under the general over-
sight of the Federal agency determined

§200,513

in accordance with §200.73Oversight
agency for audit. A Federal agency
with oversight for an auditee ma.y reas-
sign oversight to another Federal agen-
cy that agrees to be the oversight
agency for audit. Within 30 calendar
days after any reassignment, both the
old and the new oversight agency for
a.udit must provide notice of the
change to the FAC, the auditee, and, if
known, the auditor. The oversight
agency for audit:
(1) Must provide technical advice to

auditees and auditors as requested.
(2)May assume all or some of the re-

sponstb1l1t1esnormally performed by a
cognizant agency for audit.
(c) Federal awarding agency respon-

sibilities. The Federal awarding agency
must perform the following for the
Federal awards 1t makes (See also the
requirements of §200.210Information
contained in a Federal award):
(1) Ensure that audits are completed

and reports are received in a timely
manner and in accordance with the re-
quirements of this part.
(2) Provide techn1cal advioe " and

counsel to auditees and auditors as re-
quested.
(3) Follow-up on audit findings to en-

sure that the reoipient takes appro-
priate and timely corrective action. As
part of audit follow-up, the Federal
awarding agency must:
(i) 188ue a management deoision as

prescribed in §200.521Management de-
cision;
(li) Monitor the recipient taking ap-

propriate and timely corrective action;
(iii) Use cooperative audit resolution

mechanisms (see §200.25 Cooperative
audit resolution) to improve Federal
program outcomes through better
audit resolution, follow-up, and correc-
tive aotion; and
(iv) Develop a baseline, metrics, and

targets to track, over time, the effec-
tiveness of the Federal agenoy's proc-
ess to follow-up on audit f1ndingBand
on the effectiveness of Single Audits in
improving non-Federal entity account-
abil1ty and their use by Federal award-
ing agencies in making award deci-
s1ons.
(4) Provide OMB annual updates to

the compliance supplement and work
with OMB to ensure that the compli-
ance supplement focuses the auditor to
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test the compliance recutrements most
likely to cause improper payments,
fraud, waste, abuse or generate a.udit
finding for which the Federal 'awarding
agency will take sanctions.
(6) Provide OMBwith the name of a

single audit accountable official from
among the senior policy officials of the
Federal awarding agenoy who mUJItbe:
(i) Responsible for ensuring that the

agency fulfills all the requirements of
paragraph (c) of this section and effec-
tively uses the single audit process to
reduce improper payments and improve
Federal program outcomes,
(ii) Held accountable to improve the

effectiveness of the single audit process
based upon metrics as described in
paragraph (c)(3)(iv) of th1s section.
(iii) Responsible for designating the

Federal agency's key management sin-
gle audit l1aison.
(6) Provide OMB with the name of a

key management single audit liaison
who must:
(i) Serve as the Federal awarding

agllncy's management point of contact
for the single audit process both within
and outside the Federal Government.
(11) Promote interagency coordina-

tion, consistency, and sharing in areas
such as coordinating audit follow-up;
IdentifYing higher-risk non-Federal en-
titles; provid1.ng input On single audit
and follow-up policy; enhancing' the
utility of the FAC; and studying ways
to use single audit results to improve
Federal award a.ccountab1l1ty and best
practices.
(iii) OVersee tra.1n1ngfor the Federal

awarding agency's program manage-
ment personnel related to the single
audit process.
(tv) Promote the Federal awarding

agency's use of cooperative audit reso-
lution mechanisms.
(v) Coordinate the Federal awarding

agency's activities to ensure appro-
priate and timely foHow-up and correc-
tive action on audit findings.
(vi) Organize the Federal cognizant

agency for audit's follow-up on cross-
cutting audit findings that affect the
Federal programs of more than one
Federal awarding agency.
(vii) Ensure the Federal awarding

agency provides annual updates of the
compliance supplement to OMB.

2 CFR Ch. II (1-1-15 Edition)

(vi11)Support the Federal awarding
agency's single audit accountable offi-
cial's mission.
['18 FR 78608, Dec. 26, 2013, 8.ll amendedat 79
FR 7S887.Dec.19. 2014]

AUDITORS

§200J)1-4 Scope of audit.
(a) General. The audit must be con-

ducted in accordance with GAGAS.The
audit must cover the entire operations
of the auditee, or, at the option of the
auditee, such audit must include a. se-
nes of audits that cover departments,
agencies, and other organizational
units that expended or otaerwtse ad-
ministered Federal awards during such
audit period, provided that each such
audit must encompase the financial
statements and schedule of expendi-
tures of Federal awards for each such
depa.rtment, agenoy, and other organi-
zational unit, which must be consid-
ered to be a non-Federal entity. The fi-
nancial statements and schedule of ex-
penditures of Federal awardll must be
for the same audit period.
(b) Financial statements. The auditor

must determine whether the financial
statements of the auditee are presented
fairly in all matertal respects in ac-
cordance with generaJly accepted ac-
counting principles. The auditor must
also determine whether the schedule of
expenditures of Federal awards is stat-
ed fairly in all ma.terial respects in re-
lation to the auditee's financial state-
ments as a whole. .
(c) Internal control. (1) The compli-

ance supplement provides guidance on
internal controls over Federal pro-
grams based upon the guidance in
Standards for InternaJ Control in the
Federal Government issued by the
Comptroller General of the United
States and the Internal Control-Inte-
grated Framework, iBBuedby the Com-
mittee of Sponsoring OrganizatiOns of
the Treadway Commission (COSO).
(2) In addition to the requirements of

GAGAS, the auditor must perform pr0-
cedures to obta.1n an understanding of
internal control over Federal programs
sumoieat to plan the audit to support
a low assessed level of control risk of
noncompliance for major programs.
(8) Except as provided in paragraph

(0)(4) of this section, the auditor must:
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(i) Plan the testing of internal con-
trol over compliance for major pro-
grams to support a low aeeeseed level
of control risk for the assertions rel-
evant to the ccmphance requirements
for each major program; and
(ii) Perform testing of internal con-

trol as planned in paragraph (c)(3)(1)of
this section.
(4) When internal control over some

or all of the compliance requirements
for a major program are likely to be in-
effective in preventing or detect1ng
noncompliance, the planning and per-
forming of testing described in para-
graph (c)(3) of this section are not re-
quired for those compliance require-
ments. However, the auditor must re-
port a significant deficiency or mate-
rial weakness in accordance with
1200.516 Audit findings, assess the re-
lated oontrol risk at the maximum,
and consider whether additional com-
pliance tests are required because of
ineffective internal control.
(d) Compliance. (1) In addition to the

requirements of GAGAB, the auditor
must determine whether the audltee
has complied with Federal statutes,
regnlatdons, and the terms and condi-
tions of Federal awards that may have
a direct and material effect on each of
Its major programs.
(2) The princIpal complianoe require-

ments appl1cable to most Federal pro-
grams and the compliance require-
ments of the largest Federal programs
are included In the compliance supple-
ment.
(3) For the compliance requirements

related to Federal programs contained
in the compliance supplement, an audIt
of these compliance requirements will
meet the requirements of this part.
Where there have been changes to the
compliance requirements and the
changes are not reflected in the com-
pliance supplement, the auditor must
determine the current compliance re-
quirements and modify the audit proce-
dures accordingly. For those Federal
programs not covered in the compli-
ance supplement, the auditor must fo]-
low the compliance supplement's guid-
ance for programs not included in the
supplement.'
(4) The compliance testing must in-

clude tests of transactions and such
other auditing prooedures necessary to

§200.515

provide the auditor sufficient appro-
priate audit evidence to support an
opinion on compliance.
(e) Aud1t follow-up. The auditor must

"follow-up on prior audit findings, per-
form procedures to assess the reason-
a.bleness of the summary schedule of
prior audit llnd1ngs prepared by the
auditee in accordance with §200.511
Audit findings follow-up paragraph (b),
and report, as a current year audIt
finding, when the auditor ooncludes
that the summary schedule of prIor
audit findings materially misrepre-
sents the status of any prior audit find-
ing. The auditor must perform audit
follow-up prooedures regardless of
whether a prior audit llndIng relates to
a major program ~ the current year.
(f) Data Collection Frmn. As required

in §200.512 Report submission para-
graph (b)(3), the auditor must complete
and sign specified sections of the data
collection form.
[78 FR 78608, Dec. 216,2OlB, as amended at 79
FR 75887. Dec. 19. 2014]

§200.615 Audit reportiug.
The auditor's reportts) may be in the

form of either oombined or separate re-
ports and may be organized differently
from the manner presented in this sec-
tion. The auditor's report(s) must state
that the audit W&8 conducted in ac-
corda.nce with this part and inolude the
following:
(a) An opinion (or disclaimer of opin-

Ion) as to whether the financial state-
ments are presented fairly in all mate-
rial respects in accordance with gen-
erally acoepted acoounting principles
and an opinion (or disclaimer of opin-
ion) as to whether the schedule of ex-
penditures of Federal awards Is fairly
stated in all material respects In rela-
tion to the finanolal statements as a.
whole.
(b) A report on internal control over

finanoial reporting and compliance
with provisions of laws, regulations,
contracts, and award agreements, non-
compliance with whioh could have a
material effect on the finanoial state-
ments. This report must describe the
scope of testing of internal control and
compliance and the results of the testa,
and, where applicable, it will refer to
the sepa.ra.te schedule of findings and
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questioned costs described in para-
graph (d) of this section.
(c) A report on compliance for each

major program and a report on internal
control over compl1ance. This report
must describe the scope of testing of
internal control over compliance, in-
clude an opinion or disclaimer of opin-
ion as to whether the auditee complied
with Federal statutes, regulattone, and
the tenns and conditions of Federal
awards which oould have a direct and
material effect on each major prollT8JD
and refer to the separate schedule of
findings and questdoned costs described
in pa.ragra.ph(d) of this section.
(d) A sohedule of findings and ques-

tioned costs which must include the
following three components:

(1) A summa.ry of the auditor's re-
sults, which must inolude:
(1) The type of report the auditor

issued on whether the financial state-
ments audited were prepared in accord-
ance with GAAP (i.e., unmodified opin-
ion, qual1f1edopinion, adverse opinion,
or disolaimer of opinion);
(11)Where applicable, a statement

about whether significant deficiencies
or material weaknesses in internal con-
trol were disolosed by the a.udit of the
finanoialstatements;
(111)A statement as to whether the

audit disclosed any noncompl1ance
that is material to the financial state-
ments of the auditee;
(iv) Where applicable, a statement

a.bout whether significant defioiencies
or material weaknessee in internal con-
trol over major programs were dis-
closed by the a.udit;
(v) The type of report the auditor

issued on oompliance for ma.jor pro-
grams (t.e., unmodified opinion, quali-
fied opinion, adverse opinion, or dis-
claimer of opinion);
(vi) A statement as to whether the

audit disclosed any audit findings that
the auditor Is required to report under
§200.516Audit fin41np paragraph (a);
(vii) An identification of major pro-

grams by listing each individual major
program; however in the case of a clus-
ter of programs only the cluster name
as shown on the Sohedule of Expendi-
tures of Federal Awards is required;
(viii) The dollar threshold used to

distinguish between Type A and Type B
programs, as described in 1200.518

2 CFR Ch. II (1-1-15 Edition)

Major program determination para-
gra.ph (b)(I), or (b)(3)when a recalcula-
tion of the Type A threshold is re-
quired for large loan or loan guaran-
tees; and
(ix) A statement as to whether the

auditee qualified as a low-risk auditee
under §200.520Criteria for a low-risk
auditee.
(2) Findings relating to the financial

statements which are required to be re-
ported in aooorda.ncewith GAGAB.
(8) Find1ng8 and questioned costs for

Federal awards which must include
audit findings as defined in §200.516
Audit findings, paragraph (a).
(i) Audit findings (e.g., internal con-

trol findings, compliance findings,
questioned costs, or fraud) that relate
to the same issue must be presented as
a single audit f"lnding.Where praot1oal,
audit findings should be organized by
Federal agenoy or pass-through entity.
(11)Audit findings that relate to both

the financial statements and Federal
awards, as reported under paragraphs
(d)(2) and (d)(8) o! this section, respec-
tively, must be reported in both sec-
tions of the schedule. However, the re-
porting in one sectdon of the schedule
may be in summary form with a ref-
erence to a deta.1led reporting in the
other section of the schedule.
(e) Nothing in this part precludes

oombining of the audit reporting re-
quired by this section with the report-
ing required by §200.512Report submis-
sion, paragraph (b) Data Collection
when allowed by GAGASand Appendix
X to Part 200---Data Collection Form
(Form SF-SAC).
[78 FR '18608,Dec. 26, 2013, a8 amended at 79
FR 75887,Dec. 19,2014]

§200.616 Audit findinp.
(a) Audit findings Teported. The a.udi-

tor must report the following as audit
findings in a schedule of findings and
questioned oosts:
(1) Significant deficienCies and mate-

rial weaknesses in internal control
over major programs and significant
instances of abuse relating to ma.jor
programs. The auditor's determination
of whether a deficiency in internal con-
trol is a signifioant deficiency or mate-
rial weakness for the purpose of report-
ing an audit finding Is in relation to a
type of compliance requirement for a
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major program identified in the Com-
pliance Supplement.
(2) Ma.terial noncompliance with the

provisions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awards related to a major pro-
gram. The auditor's determination of
whether a noncompliance with the pro-
visions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awards Is material for the pur-
pose of reporting an audit finding Is in
relation to a type of compliance re-
quirement for a major program identi-
fied in the compUance supplement.
(3) Known questioned costs that are

greater than $25,000 for a type of com-
pliance requirement for a major pro-
gram. Known questioned costs are
those specifically identified by the
auditor. In evaluatIng the effect of
questioned costs on the opinion on
compliance, the auditor considers the
best estimate of total costs questioned
Oikely questioned costs), not just the
questioned costs specifically ident1fled
(known questioned costs). The auditor
must also report known questioned
costs when Ukely questioned costs are
greater than $25,000 for a type of com-
pliance requirement for a major pro-
gram. In reporting questioned costs,
the auditor must include Information
to provide proper perspective for judg-
ing the prevalence and ccnsequences of
the questioned costs.
(4) Known questioned costs that are

greater than $25,000 for a Federal pro-
gram which is not audited as a major
program. Except for audit follow-up,
the auditor Is not required under this
part to perform audit procedures for
such a Federal program; therefore, the
auditor will normally not find ques-
tioned coste for a program that Is not
audited as a major program. However,
if the auditor does become aware of
questaoned costs for a Federal progra.m
that is not audited as a major progra.m
(e.g., as part of audit follow-up or other
audit procedures) and the known ques-
tioned coste are greater than $25,000.
then the a.udltor must report this as an
audit finding.
(5) The circumstances concerning

why the auditor's report on compliance
for ea.ch major program i5 other than
an unmodified opinion. unless such cir-
cumstances are otherwise reported as

§200.516

a.udit findings in the schedule of find-
Inp and questioned costs for Federal
awards.
(6) Known or l1kely fraud affecting a

Federal award. unless such fraud is
otherwise reported as an audit finding
In the BCheduleof findings and ques-
tioned coste for Federal awards. This
paragraph does not require the auditor
to report publicly information which
could compromise investigative or
legal proceedings or to make an addi-
tional reporting when the auditor con-
firms that the fraud was reported out-
sIde the auditor's reporte under the di-
rect reporting requlremente of GAGAS.

('T) Instances where the resulte of
audit follow-up procedures disclosed
that the summary schedule of prior
audit findings prepared by the auditee
in accordance with 1200.511 AudIt find-
ings follow-up. paragraph (b) materi-
ally misrepresents the status of any
prior audit finding.
(b) Audit find.ing d.etail and clarity.

Audit findings must be presented in
sufficient detail and clarity for the
auditee to prepare a correctIve a.ction
plan and take corrective aotdon, and
for Federal agencies and pass-through
entities to arrive at a management de-
cision. The following specifiC Informa-
tion must be included, as appltcable, in
audit findings:
(1) Federal program and spectnc Fed-

eral award identification including the
CFDAtitle and number, Federal award
IdentiftcatIon number and year, name
of Federal agency, and name of the ap-
plicable pass-through entity. When in-
formation, such as the CFDA title and
number or FederliJ award identification
number. Is not available, the auditor
must provide the best information
available to describe the Federal
award.
(2) The criteria or specific require-

ment upon which the audIt findIng is
based. including the Federal statutes.
regulatIons, or the terms a.nd condi-
tions of the Federal awards. CrIteria
generally i(lentify the required or de-
sired state or expectation with respect
to the program or operation. Criteria
provide a context for evaluatIng evi-
dence and understanding findings.
(3) The condItion found. Including

facts that support the deficiency iden-
tified in the audit finding.
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(4) A statement of cause that identi-
fies the reason or expla.na.tion for the
condition or the factors responsible for
the difference between the situation
that exists (condition) and the required
or desired state (cr1teria), which may
also serve as a basis for recommenda-
tions for corrective action.
(5) The possible a.sserted effect to

provide sufficient informatIon to the
auditee and Federal agency, or pass-
through entity in the case of a sub-
recipient, to permit them to determine
the cause and effect to rac1litate
prompt and proper corrective action. A
statement of the effect or potential ef-
fect should provide a clear, logicaJ link
to establish the impact or potential
impact of the difference between the
condition and the criteria.
(6) Identification of questioned costs

and how they were computed. Known
questioned costa must be identified by
applicable CFDA number(s) and appli-
cable FederaJ award ident1f1cation
number(s).
(7)Information to provide proper per-

speotive for judging the prevalence and
consequences of the audit findings,
such as whether the audit findings rep-
resent an isolated instance or a sys-
temic problem. Where appropriate, in-
stances ident1f1ed must be related to
the universe and the number of cases
examined and be quantified in terms of
dollar value. The auditor should report.
whether the sampling was a statis-
tically val1d sample.
(8) Identif1cation of whether the

audit finding was a repeat of a finding
in the immediately prior audit and if
so any applicable prior year audit find-
ing numbers.
(9) Recommendations to prevent fu-

ture occurrences of the deficiency iden-
tified in the audit finding.
(10)Views of responsible offiCials of

the auditee.
(c) Reference numbers. Each audit

finding in the schedule of findings and
questioned costs must include a ref-
erence number in the format meeting
the requirements of the data collection
form submission requ1red by §200.S12
Report submission, paragraph (b) to
allow for easy referencing of the audit
findings during follow-up.

2 CFR Ch. II (1-1-15 EdItion)

§200.617 Audit documentation,
(a) Retention of audit documentation.

The auditor must retain audit docu-
mentation and reports [or a minimum
of three years after the date of
issuance of the auditor's report(s) to
the auditee, unless the auditor is noti-
fied 1Dwr1ting by the cognizant agency
for audit. oversight agency for audit.
cognizant agenoy for indirect costs, or
pass-through entity to extend the re-
tention period. When the a.uditor is
aware that the FederaJ agency, pass-
through entity. or auditee is con-
testing an audit finding, the auditor
must contact the parties contesting
the audit finding for guidance prior to
destruction of the audit documentation
and reports.

(b) Access to audit documentation.
Audit documentation must be made
available upon request to the cognizant
or oversight agency for audit or its des-
ignee, oognizant agency for indirect
cost, a Federal agency, or GAOat the
complstion of the audit. as part of a
quality review, to resolve audit find-
ings. or to carry out oversight respon-
sibilities consistent with the purposes
of this part. Access to audit docu-
mentation iDcludes the right of Federal
agencies to obtain copies of audit docu-
mentation. as is reaecnable and nec-
essary.

1200.618 Major program determina·
tion.

(a) General. The auditor must use a
risk-based approach to determine
which Federal programs are major pro-
gra.ms. This risk-ba.sed approach must
Include consmerataon of: current and
prior audit experience. oversight by
Federal agenoies and pass-through en-
titieB, and the inherent risk of the Fed-
eraJ program. The process in para-
graphs (b) through (h) of this section
must be followed.
(b) Step one. (1) The auditor must

identify the larger Feder&l programs,
which must be labeled Type A pro-
grams. Type A programs are derined as
FederaJ programs with Federal awards
expended during the a.udit period ex-
ceeding the levels outlined in the table
in this paragraph (b)(1):
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Tote! Federal awards ••
pended Type AlB ttv.shoId

EquaJ to cr IIllI:lHd iJ75O.ooo
bul _ than Of 1lIlua/ ID
$25 rrIIlCn.

Exceed $2S rnlIIion buI Iea8
than or IlqU8IID $100 mi-
roo.

Exceed $100 mllcn bul less
It.. or 8IJIlII1D $1 bIll1cn.

Exceed $1 billen but ••••
...,. or ••••• ID $10 biliDl1.

Exceed $10 -. but_
than or 8ql.eJ ID $20 bIIlon.

EJu:eocl $20 _ .••.•.••••••.•

iJ75O.000.

Total ~I._ds ex·
pended _ .03.

$3 millicn.

T018I Federlll awards "".
pended _ .003.

$30 mlltion.

Total Fede •• _All ex-
pended _ .0015.

(2) Federal programs not labeled
'rype. A under paragraph (b)(l) oi this
section must be labeled Type B pro-
grams.
(8) The inclusion of large loan and

loan guarantees (loans) must not result
in the exclueion of other programs a.s
Type A programs. When a Federal pro-
gram providing loans exceeds four
timee the largest non-loan program It
is oonsidered a large loan program, and
the auditor must consider this Federal
program as a Type A program and ex-
clude its values in determining other
Type A programs. This recalculation of
the Type A program Is performed after
removing the total of all large loan
programs. For the purposes of this
paragraph a program is only considered
to be a Federal program providing
loans if the value of Federal awards ex-
pended Cor loans within the program
comprises fifty percent or more of the
total Federal awards expended for the
program. A cluster of programs is
treated as one program and the value
of Federal awards expended under a
loan program is determined as de-
scribed in § 200.602 Basie for deter-
mining Federal awards expended.
(4) For biennial audita permitted

under §200.504 Frequenoy of audits, the
deterplination of Type A and Type B
programs must be based upon the Fed-
eral awards expended during the two-
year period.
(c) Step two. (1) The auditor must

identify Type A programs which are
low-risk. In making this determina-
tion. the auditor must consider wheth-
er the requiremente in §200.519 Criteria
for Federal program risk paragraph (c),
tha results of audit follow-up, or any
changes in personnel or systems affect-
ing the program indicate significantly

§200.518

increased risk and preclude the pro-
gram from being low risk. For a Type
A program to be considered low-risk, it
must have been a.udited as a major pro-
gram in at least one of the two most
recent audit periods (in the most re-
cent audit period in the case of a blen-
n1al audit), and, in the most recent
audit period, the program must have
not had:
(1) Internal control deficiencies

which were identified as mater1al
weakneB8es in the IUlditor's report on
internal control for major programs as
required under §200.515Audit report-
ing, paragraph (c);
(11)A modified opinion on the pro-

gram In the auditor's report on major
programs as required under §200.515
Audit reporting, paragraph (c); or
(111)Known or likely questioned costs

that exceed five percent of the total
Federal awards expended for the pro-
gram.
(2) Notwithstanding paragraph (c)(I)

of thiB section, OMB may approve a
Federal awarding agency's request that
a Type A program may not be consid-
ered low risk for a certain recIpIent.
For example, it may be necessary for a
large Type A program to be audited ae
a major program each year at a par-
ticular rec1pient to allow the Federal
awarding agency to oomply with 81
U.S.C. 3515. The Federal awarding
agency must notify the recipient and,
if known, the auditor of OMB's ap-
proval at least 180 calendar days prior
to the end of the fiscal year to be au-
dited.
(d) Step three. (1) The auditor must

ident1fy Type B programB which are
high·risk using profestlional judgment
and the cr1teria in 1200.519Criteria for
Federal program risk. However, the
auditor 1snot required to Identify more
h1gh-risk Type B programs than at
least one fourth the number of low-r1sk
Type A programs identified as low-r1sk
under Step 2 (paragraph (c) of this sec-
tion). Except for known material weak-
ness in internal control or comp11ance
problems a.s dIscussed in §200.519Cri-
teria for Federal program risk para-
graphs (b)(I), (b)(2), and (c)(I), a single
criteria in rlsk would seldom cause a
Type B program to be cons1dered high-
risk. When identifying which Type B
programs to risk assess, the auditor re
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encouraged to use an approaoh which
provides an opportunity for different
high-risk 'rype B programs to be au-
dt ted as major over a period of time.
(2) The auditor is not expected to per-

form risk assessments on relativelY
small Federal programs. Therefore, the
auditor is only required to perform risk
assessments on Type B programs that
exceed twenty-five percent (0.25) of the
Type A threshold determined in Step I
(par&graph (b) of this section).
(e) Step fOUT. At a minimum, the

auditor must audit all of the following
as major programs:
(1) All Type A programs not identi-

fied as low risk under step two (para-
graph (c)(1)of this section).
(2) All Type B programs Identified as

high-risk under step three (paragraph
(d) of this section). '
(3) Such additional programs as may

be necessary to comply with the per-
centage of coverage rule discussed in
paragraph (f) of this section. This may
require the auditor to audit more pro-
grams as major programs than the
number of Type A programs.
(f) Percentage of cwerage TUle. If the

auditee meets the criteria in 0200.520
Criteria for a low-risk auditee, the
auditor need only audit the major pro-
grams Identified in Step 4 (paragrapll
(e)(1) and (2) of this section) and such
additional Federal programs with Fed-
eral awards expended that, in aggre-
gate, all major programs encompass at
least 20 percent (0.20)of total Federal
awards expended. Otherwise, the audi-
tor must audit the major programs
identified in Step 4 (paragraphs (e)(1)
and (2) of this section) and such addi-
tional Federal programs with Federal
awards expended that, in aggregate, all
major programs encompass at least 40
percent (0.40)of total Federal awards
expended.
(g) Documentation of risk. The auditor

must include in the audit documenta-
tion tlre risk analysis process used In
determining major programs.
(b) Auditor's judgment. When the

major program determina.tion was per-
formed and documented in accordance
with this Subpart, the auditor's judg-
ment in applying the risk-based ap-
proach to determine major programs
must be presumed correct. Challenges
by Federal agencies and pass-through

2 CFRCh. II (1-1-15 EdiHon)

entitles must only be for clearly im-
proper use of the requirements in this
part. However, Federal agencies and
pass-through entities may provide
auditors guidance about the risk of a
particular Federal program and the
auditor must consider this guidance in
determining major programs in audits
not yet completed.
(78 FR 786Oll,Dec. 26, 2013, as amended at '19
FR '7588'1. Dec. 19. 2014]

§200.1119 Criteria for Federal program
risk.

(a) General. The auditor's determina-
tion should be based on an overall eval-
uatron of the risk of noncompliance oc-
curring that could be material to the
Federal program. The auditor must
consider criteria, such as described in
paragraphs (b), (c), and (d) of this sec-
taon, to identify risk in Federal pro-
grams. Also, as part of the risk anal-
ysis, the auditor may wish to discuss a
particular Federal program with
auditee management and the Federal
agency or pass-through entity.
(b) Current and prior audit experience.

(1)Weaknesses in internal control over
Federal programs would indicate high-
er risk. Consideration Bhould be given
to the control env1rcnment over Fed-
eral programs and such factors as the
expectation of management's adher-
ence to Federal statutes, regulations,
and the terms and conditions of Fed-
eral awards and the competence and
experience of personnel who administer
the Federal programs.
(1) A Federa.l program administered

under multiple internal control struc-
tures ma.y have higher risk. When &8-

sessing risk in a large single audit, the
auditor must consider whether weak-
nesses are isolated in a single oper-
ating unit (e.g., one college campus) or
pervasive throughout the entity.
(11)When sign1ncant parts of a Fed-

eral program are passed through to
subrecipients, a weak system for moni-
toring subrecipients would indicate
higher risk.
(2) Prior audit findings would indi-

cate higher risk, particularly when the
situations identified in the audit find-
ings could have a signjfica.nt impact on
a Federal program or have not been
corrected.
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(3) Federal programs not recently au-
dited as major programs may be of
higher risk than Federal programs re-
cently audited as major programs with-
out audit imdings .
. (c) OveTSight exercised by Federal agen-

cies and pass-through entities. (1) Over-
sight exeroised by Federal agenoies or
pass-througb. entities oould be used to
assess risk. For example, recent moni-
toring or other reviews performed by
an oversigbt entity that disolosed no
significant problems 'Would indicate
lower risk, whereas monItoring that
disclosed significant problems would
indioa.te higher risk.

(2) Federal agencies, with the concur-
renoe of OMB, may Identify Federal
programs that are higher risk. OMB
will provide this identification in the
compliance supplement.

(d) Inherent risk of the Fed.eraJ pro-
gram. (1) The nature of a Federal pro-
gram may indicate risk. Consideration
should be given to the complexity of
the program and the extent to which
the Federal program contracts for
goods and services. For example, Fed-
eral programs that disburse funds
through third party contracts or have
eligibility criteria may be of higher
risk. Federal programs primarily In-
volving staff payroll oosts may have
high risk for noncompliance with re-
quirements of 1200.430Compensation-
personal services, but otherwise be at
low risk.

(2) The phase of a Federal program in
its life cycle at the Federal agency
may indicate risk. For example, a new
Federal program with new or interim
regulations may have higher risk than
an established program with time-test-
ed regulations. Also, significant
changes in Federal programs, statutes,
regulatloJlB, or the terms and condi-
tions of Federal awards may inorease
risk.

(3) The phase of a Federal program in
its life cycle at the auditee may indi-
cate risk. For example, during the first
and last years that an auditee partici-
pates in a Federal program, the risk
ma.y be higher due to start-up or close-
out of program activIties and staff.

(4) Type B programs with larger Fed-
eral awards expended would be of high-
er risk than programs with substan-

§200.520

tially smaller Federal awards ex-
pended.

§ 200.520 Criteria for a low-risk
auditee.

An auditee that meets all of the fol-
lowing conditions for each of the pre-
ceding two audit periods must qualify
as a low-risk auditee and be eligible for
reduced audit coverage in accordance
with 1200.518 Major program deter-
mination.

(a) Single audits were performed on
an annual basis in accordance with the
provisions of thIs Subpart. including
submitting the data oollectlon form
and the reporting package to the FAC
within the timeframe specified in
1200.512 Report submission. A non-Fed-
eral ent1ty that has biennial audits
does not quallfy as a low-risk auditee.

(b) The auditor's opinion on whether
the financial statements were prepared
In accordance with GAAP, or a basis of
accounting required by state law, and
the auditor's In relation to opinion on
the schedule of expenditures of Federal
awards were unmodiiled.

(c) There were no deilclencies in in-
ternal control which were identified as
material weaknesses under the require-
ments of GAGAB.

(d) The auditor did not re,port a sub-
stantial doubt about the a.uditee's abil-
ity to continue as a going concern.

(e) None of the Federal ProgTaDlShad
audit findings from any of the fol-
lowing In elther of the preoeding two
audit periods in which they were claset-
fied as Type A programs:

(1) Internal control deficiencies that
were ident1fled as material weakneeses
in the auditor's report on internal oon-
trol for major programs as required
under §200.515 Audit reporting, para-
graph (c);

(2) A modified opinion on a major
program in the auditor's report on
major programs as required under
§200.515 Audit reporting, paragraph (c);
or

(3) Known or likely questioned costs
that exoeeded five percent of the total
Federal awards expended for a Type A
program during the audit period.
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§200.521

MANAGEMENT DBCISIONS

§ 200.521 Management decision.
(a) General. The management deci-

sion must clearly state whether or not
the audit finding is sustained, the rea-
sons for the decision, and the expected
a.uditee action to repay disallowed
costs, make financia.l a.djustments, or
take other action. IT the auditee has
not completed corrective action, fI
timetable. for follow-up should be
given. Pr10r to issUing the manage-
ment decision, the Federal agency or
pa.ss-through entity may request addi-
tional information or documenta.tion
from the auditee, including a request
for a.uditor assurance related to the
documentation, as a way of mitigating
disa.1lowedcosts. The management de-
cision should describe any appeal proc-
ess available to the a.uditee. While not
required, the Federal agency or pass-
through entity may also issue a man-
agement decision on findings relating
to the financial statements which are
required to be reported in accordance
wlthGAGAS.
(b) Federal agency. As provided in

1200.613 Responsibilities, paragraph
(a)(7), the cognizant agenoy for audit
must be responsible for ooordina.ting a
management decision for audit find-
ings that affect the programs of more
than one Federa.1agency. As provided
in §200.61SResponsibilities, paragraph
(c)(3),a Federal awarding agency is re-
sponsible for issuing a ma.nagement de-
cision for findings that relate to Fed-
eral awards it makes to non-Federal
entities.
(c) Pass-through entity. As provided in

5200.331Requirements for pass-through
entities, paragraph (d), the pa.es-
through entity must be responsible for
iSSuing a management decision for
audit findings that relate to Federal
awards it makes to subrecipients.
(d) Time requirements. The Federal

awarding agency or pass-through enti-
ty responsible for issuing a ma.ns.ge-
ment decision must do so within six
months of acceptance of the audit re-
port by the FAC. The auditee must ini-
tiate and proceed with corrective ac-
tion as rapidly as possible and correc-
tive aotion should begin no later than
upon receipt of the audit report.

2 CFRCh. II (1-1-15 EdtIon)

(e) Reference lIumbers. Management
decisions must include the reference
numbers the auditor assigned to each
audit finding in accordance with
§200.516Audit findings para.gra.ph(c).

ApPJia,""DIXI TOPART 200-FULL TEXTOF
NOTICE OF FUNDING OPPORTUNITY

The fUll text of the notice of funding op-
portun1ty is organized in eecttons. The re-
quired format outlined in this appendix indi-
cates immediately following the title of each
Beetlon whether that section is required In
every announcement or is Ii Federal award-
ing 8i"ency option. The format is dee1gDedso
that BL-nfiaxtypes of Information will appea.r
in the sarne sections in announcements of
dUferent Federal funding opportllIlitie&. To-
ward that end, there 1&text in each of the
following BectiODSto describe the types of in-
formation that Ii Federal a.wa.rd1Ilga.gency
would include in that aeotlon of an actual
announoement.
A Federal award1Jlg agency that Wishes to

include information that the format does not
speci!lca.lly discuss may a.ddreaethat subject
in whatever section(s) is m08t appropriate.
For example, if a Federal awarding a.gency
chooses to a.ddre88performance goals in the
announcement, it might do so in the fl1llding
opportunity description. the application con-
tent, or the reporting requirements.
81m1larly, when this format calls for a

type of information to be in a particular eec-
tion, a Federal awarding agency w1ah1ngto
a.ddrellllthat subject in other sectiODS IIlAY
elect to repeat the information in those 880-
tions or WIll C1"OlIS reference! between the &ec-
tiODS(there sbould be byperl1nks for cr088-
references in any electronic versioDS of the
amlouncement). For axample, Ii Federal
awa.rding agency may want too include Sec-
tion A information about the types of non-
Federal entities wbo are eligible to apply.
The format specifies a standard looation for
that Wormation in Section C.l but does DOt
preclude repeating the information in Sec-
tion A or creating a C1"088 reference between
Section A a.ndC.l, as long as a potential ap-
plicant can !lnd the information quickly and
eully from the Bts.ndardlocation.
The seotions of the full text of the an-

nouncement are described in the following
paragraphs.

A. P&ooIlAM DKSCRIPl'ION-REQUIRED

Th1s sectton contains the fUll progra.m de-
IICl1ptlonof the fuDcUngopportunity. It may
be as long lIB needed to adequately commu-
nicate to potentIAl applicants the areas in
wblch fnnding m,.y be provided. It describes
the Federal awarding agency's funding prior-
Ities or the technical or rocus areas in which
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the Federal awa.rd1ngagency intends to pro-
vide 8.SsiBtance.Aa appropriate, It may in-
clude any program. history (e.g., wbetber this
is a new program or a new or cbanged area of
progrlLJDemphasis). Th1s Bection may com-
municate indicatore of eucceesrat projecte
(e.g., if the program encourages collabo-
rative efforts) and may include examples of
projects that have been funded previously.
Tbl8 sectlon lL1eomay include otber Infonna-
tion the Federal awardlDg agency deems nec-
888&l'Y, and most at a mlnlmnm Include cita-
tions for authorlzlng statutes and regula-
tions for the fIlndiDgopportunity.

B. FEDERAL AWARD Il>70RMATION-REQUIRED

Tbl8 section provides suffl.c1ent informa-
tion to help an applicant make an informed
decisIon about whether to submit a proposal.
Relevant information oould include the total
amount of funding that the Federal awarding
agency expeots to •.ward through the an-
nouncement; the anticipated number of Fed-
eral awa.rd8; the expected amounts of indi-
vldua.l Federal awa.rds (which may be a
range); the amount of funding per Federal
award, on average, experienced In previous
ye&1"ll;and the a.nticlpated start dates and
periods of performance for new Federal
awards. ThiI! section also should &ddrees
whether appllcations for renewal or sup-
plementation of exiating projects are eligible
to compete with applioatlons for new Fed-
eral awa.rd8.
Tbls section also must indicate the type(s)

of aB8lstance Instrument (e.g., grant, cooper-
ative agreement) that may be awarded If ap-
plications are suc0e88ful. If cooperative
agreements may be •.warded, this section ei-
ther should descr1be the "substantial in-
volvement" that the Federal awardlng agen-
cy expects to have or shoold reference where
the poteJ1tial applicant can flnd that infor-
mation (e.g., in the funding opportunity de-
scrtptlon in A. Program Descrlption-Re-
Quired or Federal award &dminlstration in-
Cormation in Section D. Application and
Submilleion Information). If procurement
contracts also may be awarded, this must be
stated.

C. ELIGIBILITY INFORMATION

Tbls section addresses the considerations
or factore thAt determine applicant or •.ppl1-
cation ellgtb111ty. Thls includes the ellgi-
b1l1tyor particular typ8Bof applicant organi-
zations, any factors afJecting the eligib1l1ty
of the prlncipalinvestigator or project direc-
tor, a.nd any criteria that make particular
proJeots inellglble. Fedel'a.l agencies should
make clear wbether an applicant's failure to
meet an 'el1glb1l1tycriterion by the t1me of
an a.ppllcation deadllne 11'111result in the
Fedenl awarding agency returnlng the ap-
pllcstlon without review or, even though an
application mAYbe reviewed, will preclude

pt. 200, App, I

the Federal awarding agency trom making a
Federal award. Key elements to be addreMed
are:
1. EliDible Applicants-Required. Announce-

ments must clearly identifY the types of en-
tities that are eliglble to apply. If there are
no restrictions on el1g1b1llty, this section
may simply Indicate that all potential appli-
cants are el1g1ble.If there are restrictions on
eligibility, it i8 important to be clear about
the specltlc typBl!of entitles that are eligi-
ble, not just the typ8B that are ineligible.
For example, if the program i8 llmtted to
nonprofit organizations subject to 36 U.S.C.
601(c)(3)of the tax code (36 U.S.C. 601(c)(8»,
the announcement shoold say so. Similarly,
it Is better to state explicitly that Native
Amerloa:n t.""iba.l Orga.i11za.t.iOIlBare ellg1ble
than to a88nme that they can unamblguolUlly
infer that from a statement that nonprofit
organisations may a.pply. El1g1b111tyalso can
be expre88ed by exception, (e.g., oPBIlto all
types of dom811ticappllca.nts other than indi-
viduals). Tb1s section should refer to any
portion of Section D specifying documenta-
tion that must be submitted to support ILD

eligibility determlnation (e.g., proof of
601(c)(3)status 8.Sdetermined by the Internal
Revenue Service or an authoriBing trlbaI res-
Olution). To the extent that a.ny fUnding re-
striction in Section D.6 Could afiect the elt-
gib1l1ty of an applicant; or project, the an-
nouncement must either restate that restrtc-
tlon in this section or provide a cro8&-ref·
erence to Its description in Section D.6.

2. Cost Sharl"l/ Of Muwhinll-Rliqvifed. An-
nouncements mWlt state wbether there is reo
quired coat sharlng, matching, or cost par-
ticipation without whicb an applioa.tioD
would be ineligible (If cost sb&ring 18not re-
qo1red, the announcement must expllc1tly
say so). Required cost sharlng may be a. cer-
tain percentage or amount, or may be In the
Corm of contributions of sp8Cltled Items or
activities (e.g., provision or eqo1pment). It Is
1mportant that the announcement be clear
about Any rBlItrictlons on the types of cost
(e.g., in-kind contributions) that are a.ccept-
able as cost sharing. Cost shar1ng as an ellgi·
bility criterion includes requirements based
In statute or regulation, &8 described in
f 200.806Cost sharing or matching of t.h1s
Part. ThiI! section shoold refer to the appro-
priate portiones) of eootion D. Application
Uld SUbmission Information stating any pre.
award requirements for submission of lette1"ll
or other documentation to verity commit-
mente to meet cost-/3barlng reqo1rements if a
Federal award is ma.de.

3. Other-Reqt,lired, if applicable. If there a.re
other ellgtb1llty crlter1a (t.e., criteria that
have the effect of making an appllcatlon or
project ineligible ror Federal awards, wheth-
er refeJTed to as "responsiveness" criteria,
"go-no go" criteria, "threshold" criteria, or
in other wa.ys), must be clearly stated and
must include a reference to the regulation of

193
DATT ACHM ENT ••••._ ••_ ••_.

PAGE ._••~~_J.._OF ••.•~.:!~.PAGES



pt. 200, App. I

requirement that describes the reatriction.
&8 appl1cable. For el!lLIDple,If entities that
nave been found to be In violation of a par-
ticular Federal statute are Inel1g1ble. It Is
important to MY so. Th1! Bection mWlt also
state any 11m1ton the number of appl1ca-
tions an applicant may submit under the an-
nouncement and make clear whether the
l1m1tation Ie on the submitting organization,
individual investigator/progra.m director, or
both. Thle section ebould also address any
el1g1b1l1tycriterla for beneficiaries or for
program partiolpants other than Federal
IiWardrecipients.

D. MPLlCATJON AND SUBMISBlON INFoRMATION

1. Addre.ss to Requut Application Packgge-
Required. Potential a.pp11cantsmust be told
how to get a.ppl1cation forms, kits, or other
ma.terlals needed to apply (1f tb1e announce-
ment conte.1ns everything needed. this sec-
tion need only say so). An Internet address
where the materials can be aeceesed 18 ac-
ceptable. However. a1ncehigh-speed Internet
acceee Ie not yet univlll'll&lly avaUe.ble Cor
downloa.d1ngdocuments, and appUca.nts may
ha.ve additionlil e.coessib111tyrequirements,
there also ebould be a way for potential ap-
plicants to request paper coplea of mater1&ls,
such &8 a U.B. Poetal Service mailing ad-
dress, telephone or FAX number, Telephone
Device for the Deaf (TDD), Text Telephone
('l"l'Y) number. and/or Federal Information
Relay Service (FIRS) nomber.

2. Content ana Form o{ AppliCation Su!nni$-
sion-Requlred. Th1e sBction must identify
the required content of a.n a.pp11catlonand
the forme or formats thAt &11 applicant must
use to Bubmit It. If any requirements are
stated elsewhere because they are general re-
quirements that IiPply to multiple programs
or funding opportunities. th1ll sectdon ebould
refer to where thoee requirements may be
found. This IBctlon also should include re-
quired forms or forma ts &8 part of the an-
nounoement or state where the lippllcant
may obtain them.
This section ebould Bpeclflcally addrBBB

content and form or format requirements
for:
I. Pre-applications, letters of intent, or

white papers required or encouraged (Bee
Bectlon D.4), Including a.ny limitations on
the number of pages or other formatting re-
quirements similar to thoee for full applloe.-
tdons.
11.The application as a,whole. For 1.11Bub-

.mtsstons, this would Include any l1m1tatioilli
on the number of pages, font stu and type-
face, margins, paper size, number of copies,
a.nd sequence or B.B&emblyrequirements. If
electronic subm1esion Ie permitted or re-
quired. thls could inolude special require-
ments for formatting or signatures.
ill. Component pieces of the application

(e.g.. If all copies of the application must
bear orlgtne.l signatures on the face page or

2 CFR en, II (1-1-15 Edition)

the program. narrative may not exceed 10
pages). Th1e includes any pieces that may be
submitted separa.tely by third parties (e.g.,
references or letters confirming commit-
mente from third parties that will be con-
tributing a portion of any required OO8tebar-
ing).
Iv. Informa.tion that sueceeaful applicants

must submit after notification of intent to
make a Federlil award. but prior to a Federal
aWard. Th1e could Include evidence of com-
pl1a.ncewith requirements rele.ting to buman
subjects or In!orma.tion needed to comply
with the Nation&l Environmental Policy Act
(NEPA) (42U.B.C. 4321-437Oh).
S. Unique en.titl/ identifier ana System lor

AwaTd Manggement (SAM)-Required.
Th1e paragraph m..at state olearly that

se.ob a.ppl1oe.nt(unlesa ths applicant Ie an in-
dividual or Federal awa.rd1ngagency that 18
excepted from thoee requirements under 2
CFR 125.11O(b)or (c), or bas an exception ap-
proved by the FederAl awarding agency
under 2 CFR 125.110(d»Ie required to: (1) Be
reg18tered In SAM before submitting its ap-
plication; (ii) provide a.a va.l1dunIque entity
identifier In Itl! application; and (iii) con-
tinue to m&inte.1nan actlve BAM regiStra-
tion with current information at e.ll times
dur1Jlg which it bas an active Federal award
or a.napplication or plan under consideration
by a Federlil a.we.rd1ngagency. It al80 must
state thAt the Federlil awa.rd1ngagency may
not make a Federal award to an appllcant
until the applicant has complied with all ap-
plicable unique ent.1ty Identi11erand BAM re-
quirements a.nd. if an applicant bas not fully
complied with the requirements by the time
the Federal awarding agency Ie ready to
make a Federal award. the Federal awarding
agency may determine that the applicant Is
not Qulilified to receive a. Federlil award a.nd
use that determination as ••bae1efor making
Ii F'ederal award to another applicant.

4. Svbmlui01l Dates and Tlmes-Required.
Announcements mnst Identify due d&tea and
times for all eubmissions. Th1Bincludes not
only the full applications but e.lso any pre-
l1m1nary submissions (e.g.• letters ot intent,
white papers, or pre-a.ppllcat10DS).It aleo In-
cludea any other Bubmil810nsof informa.tion
before Federal award tbat a.re separate from
the full appllcatioD. If the fIllldiDg oppor-
tunity Ie a generlil announcement that is
open for a period of time with no speclflC due
dates Cor a.pplicatlons, thle section ebould
say so. Note thlit· the informlition on dates
tha.t 18inoluded In th1e lBOtionalso mnat ap-
pear with other overview informa.tion in a lo-
cation preceding the full text of the an-
nouncement (see 1200.203Notices of funding
opportunities of thie Part).
Each type of Bubmieelon ebould be des-

ignAted &B encouraged or required and, If re-
Quired. any deadline date (or dat.ee, if the
Federal s.we.rd1ng&geucy pla.ns more than
one cycle of application submission. review.
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II.DdFeder&1award III1derthe announcement)
should be specified. The announcement must
state (or provide a reference to another docu-
ment that states):
1.Any deadline iD terms of a date and local

time. If the due date falls on a Saturday.
slII1day, or Feder&! holiday, the reportiDg
package 18due the nlat bus1Dess day.
ii. What the deadline me&Illl (e.g., whether

It 18the date and time by which the Federal
awarding agency mlUlt receive the applica-
tion, the date by wbich the appllcaWon must
be postmarked, or something else) and how
that depends, if at all, on the eubm11l8lon
method (e-l:'.• man, electronic. or pereonal!
courier delivery).
iii. The effect of m11lsing a deadline (e.g_.

whether late applications are neither re-
viewed nor cons1dered or a.re reviewed and
considered under Bornectrcumstances).
Iv. How the receiving Feder&! omce deter-

mines whether an application or pre-applica-
tion has been submltted before the deadline.
Thls Includes the form of acceptable proof of
maUlDg or system-generated documentation
of receipt date and time.
TlW; section &1so may Indicate whether.

when, a.ndIn what form the applicant w1ll re-
ceive an acknowledgement of receipt, Thil;
lDformatlon should be d1Ilplayed In ways that
will be easy to undllJ'lltand and use. It ca.n be
d1ff1cult to extract &11needed information
from narrative pa.ragraphs, even when they
are well wrltten. A tabular form for pro-
viding a lB1UDIll&1'Y of the information may
belp applicants for scme programs and give
them what effectively could be a checkl1llt to
verl1y the completeness of their applloatlon
package before submisaton.

6. 17ltergo~ Revtew-Requlred, If ap-
plicable. If the fundiDg opportunity is subject
to Executive Order 123'72, "Intergovem-
mental Review of Federal Programs," the
notice must say 80. In alerting applicants
that they must contact their Btate's Single
Point of Contact (SPOO) to find out about
and comply with the state's process under
Executive Order 129'12. It may be useful to in-
form potent1&1 applicants that the names
lUldaddre86es of the BPOCa are 118ted In the
OMoo of Management and Budget's Wsb alte.
lD1DW_IDhitehov6e_J10tV0mbii7rantsl.rpoc.html.
6. Funding Rutrictlons--Reqwred. Notloee

mllBt Inclllde Information on funding restrlc-
Wons In order to allow an aplillcant to de-
velop an application and budget consi8tent
with program requirements. Examples are
whether oonstruction is an &1lowable activ-
ity, If there are any limitations on direct
oosts such as foreign travel or equipment
purchasea, and If there are any limits on in-
direct costa (or tac1lltles and adm1n18tratlve
coste). Applicants muat, be adv1Bedif Federal
awa.rds will not &1lowreimbursement of prs-
Federal award costs.

7. Other Submiui01l Requirements- Required.
Tb1s section must address &nyother BUbm1S-

pt. 200, App. ,

sion requiraments not included in the other
paragraphe of this section. ThIs might in-
clude the format of aubJn1&lon, I.e., paper or
electronic, for ea.eb type of required subm1s-
sion. Applicants should not be required to
Bubmlt in more than one format and th1Bsec-
tion should Indicate whether they may
choose whether to Ilubmlt applications In
bard copy or electronically. may submit only
In hard copy, or may submit only electroni-
cally.
Th18 seetton also must indicate where ap-

plications (lU1dany pre-appl1oa.tlon8) muat be
8ubmitted If aent by post&! maD, electronic
means, or hand-deUvsry. For postal mall
Bubm1Jla1on,this mut include the name of an
omce, offic1&1,individual or function (e.g.,
application receipt center) and a complete
maU1ng addrBSB.For electronic submlBBion.
this must Include the URL or email address;
whether a pauword(ll) III required; whether
particular software or other elsctronic capa-
bilities are requlrBd; what to do In the event
of ayatem problems and a point of contact
who will be available In the event the appli-
cant experiences tecbnical d11Ilcultles.1

E. APPLICATION RBVIEWIliFORMATION

1_Criteria-Re41dred. This &Bctlonmnst ad-
dress the criteria that the Federal awarding
agency will use to ev&1uate applications.
ThIs Includes the merit and other review cri-
teria that ev&1uators will use to judge appU-
cations, IncludiDg any statutory, regulatory,
or other preferences (e.g., minority atatus or
Native American tribal preferenoes) that
will be applied In the review PJ'Oce8B.These
criteria are d1Ilt1not from eliglb1llty criteria
that are addr8B8ed before an awlioatlon 1Js
&coopted for review and any program poUey
or other factora that are applied during the
aelect10n prooeas, after the review ]lroceas Ie
complet.ed. The Intent Is to make the &Wli-
cation process transparent 80 applicants C&ll
make Informed declll1on8 when preparing
their appllcatlona to m&Xlm1p~fa.1rnees of
the precess. The announcement Ilhould clear-
ly describe &11crlterla., lncj.ud:1Dgany sub-
criteria. U criteria vary In Importance. the
announcement should apec1fy the relLtive
percentages. welghta, or other means used to
distinguish among them. For statutory, reg-
ulatory. or other preferenoee, the announce-
ment should provide a det&1led axplanatiOIl
of thoee preferences with a.n explicit indica.-
tion of their effect (e.g., whethar they result
in add!tiona! points being assigned).

1With raspect to electronio methods for
providlug information about funding .oppor-
tunitles or accepting applicants' Sl1bmlS&iODS
of lDformation, each Feder&1 awarding agen-
cy Is reaponBlble for compliance with Section
508 of the Rehabilitation Act of 1973 (29
U.S.C. 794d).
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If an applicant's propoBedcost llharlng will
be cOIlllideredin the review process (as op-
posed to be1Dgan eligibility cr1terlon de-
scribed in Section C.2). the announcement
must, speclf1ca.llyaddress how it will be eon-
sidered (e.g., to I\8lltgn a cert&iD number ot
a.ddltlonal points to APplicants who offer
cost ah&r1n(.or to break ties among applica-
tione with equivalent ecoree atter evaluation
agalnet all other factors). If cost sharing will
not be COIlIltderedIn the evaluation, the an-
nouncement should say 80, so that there 1e
no ambtgnlty for potentl&l applicants. Vague
statements that coat BharIng 1B encouraged,
without cla.r1flcatiODas to what that means,
are unhelpful to applicants. It &lao 1B impor-
tant that the announcement be clear aboat
any restrictions on the typlll5ot COllt(e.g., in-
kind contrlbutlone) that are acceptable as
cost sharlDg.
2. Review and Selection PTocns-R.equi'led.

Th1BIl8Ctionmay vary in the level of detail
provided. The announcement must 11et any
program policy or other fa.ctors or elements,
other than merit criteria, that the selecting
official may use in BBleotingapplications for
Federal awaro (e.g., geographlca.l dlllperslon,
program balance, or diversity). The Federal
awarding agency may also include other ap-
propriate det&1ll!.For example, this aection
may lndicate who 1e rellPOnelble tor evalua-
tion aga.ln6t the merit criteria (e.g., peen! ex-
ternal to the Federal awarding agency or
Federal aw&rdlng agency persoDIlel) and/or
who makee the fln&l 881ectlone for Federal
awards. If there ISa multi-phl.lle review proc-
ess (e_g.• an external panel a.dvie1DgInternal
Federal awarding agency perscnnel who
make f1na1recommendations to the deciding
omc1al), the announcement may describe the
.pha.eee. It also may include: the number ot
people on an evaluation panel and how It op-
erates, the way revlewen! are 8elected, re-
viewer qual111oations,and the way that con-
mcts of interest are avoided. With respeet to
electroniC methode for providing informa-
tion aboat funding opportunities or accept-
ing appllcants' Ilubmtaelons of information,
ea.ch Federal awarding agency Is respone1ble
for compliance with Section 608 of the Reha-
bllltatlon Act of 1Il'73 (29 U.S.C. 794d).
In addition, If the Federal AWa.rdingagency

permlts applicants to nom1nate suggested re-
viewers oCtheir applications or suggest those
they feel may be 1n&pproprlate due to a.oon-
met of lntere!lt, that information should be
included in this sectlon.

3. Anticipated An7lO1lncement and Federal
Award Dates-Optlo1l41. This sectton is In-
tended to provide applicante with informa-
tion they can UBB tor planning pnrpoeee. If
there Is a single a.pplication deadl1ne fol-
lowed by the simultaneous review of all ap-
plications, the Federal awarding agenoy can
Include In this section information aboat the
anticipated dates ror announcing or noti-
fying successful and unsuccessful appllcaute

2 CFR Ch. II (1-1-15 Edition)

and for having Federal awards In place. If ap-
plicatioJ16 are received and evaluated on a
"rolling" basla at dlfferent times durtng an
extended period. it may be appropriate to
give a.ppl1cantean estimate of the time need-
ed to process an APplication And notl!y the
a.pplicant of the Federal awarding agency's
decision.

F. FEDERALAWAIW ADMINlSTRATION
INPoRMATION

1. Federal Award NoUcu-Requjred.. This
section must addrese what a succeseful appli-
cant ca.n expect to receive following. selec.-
tion. If the Federal a.wa.rdingagency's prac-
tice Ie to provide a Ileparate notice stating
that an appUcatlon has been selected before
it actually ma.kes the Federal award, th1Jl
section would be the place to indicate that
the letter 1B not an authorization to begin
performance (to the extent that It allows
charging to Federal awards .of pre-award
OOBteat the non-Federal entity's own riSk).
This sectaon should Indicate that the notice
of Federal awa.ro slgned by the grants oUlcer
(or equivalent) Ie the authorising document,
and whether it Ie provided through postal
m&llor by electronic meana and to whom. It
al80 may addrese the timing, fonn, and con-
tent of notlficatioDll to nneuoceseful appli·
cants. See also 1200.210 Information COD-
Wned in a Federal aw&rd.
Z. AdmlniEtTative and National PoliCl/ ne-

quirements-RequiTed.. This section must iden-
tlfy the usual administrative and national
pollcy requirementll the Federal Awarding
agency'e Federal awards may include. Pro-
viding this Informatlon lets a potential ap-
pllca.nt identifY any requlrements with
which it would have cWficulty complying if
its application 1e BUcceeeful.In thoss cases,
early notification about the requirements al-
lows the potentl&l applicant to decide not to
apply or to take needed actions before re-
ceiving the Federal award. The announce-
ment need not include all of the terms and
conditions of the Federal aw&rd. but may
refer to a document (with information about
how to obtaln it) or Intemet site where ap-
plicants can 88e the terma and CODditione.If
thie fandlng OPportUlllty will lead to Federal
awaros with 1I0meIlpec1&lterma and condi-
tione tbat d1f[er from the Federal awarding
agency's usual (sometlmll6 called "general")
terms and condltione, this Beetion should
highlight thOBSspec1&lterms and conditions.
Doing so will alert appllcantll that have re-
ceived Federal awards from the Federal
awarding agency previouslY and might Dot
otherwille expect different term& and condi-
tione. For the &&mereason, the announce-
ment should inform potential applicants
about BpecJal requirements that could apply
to particalar Federal awards after the review
of appUcatlons a.nd other information, baaed
on the particular ctroumstanoee ot the effort
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to be supported (e.g., 1! human sub1ectll were
to be involved or if some situations may jus-
tify special terms on intellectual property,
data eharlng or securtty reqll1rements).
J. Reporti1l9-Required. This section must

Include general lDformation about the type
(e.g., 1lnanc1a.l or performance), frequency,
and means of Bubmieeion (paper or elec-
tronic) of post-Federal award reportiDg re-
quirements. Highlight any specla.l reportlDg
requirements tor Federal awards lUlder this
Cunding opportunity that ~1ffer (e.g., by re-
port type, frequency, fonnlformat, or clr-
cumetancee for use) from wbat the P'edera.!
awa.rd1Dg agency's Federa.l awards usually
require.

G. FEDERAL AWARDING AGENCY CO},"rAln'(s}-
RllQUlRBD

The announcement must give potent1al ap-
plicants a point(s) of contact for anllweriDg
questions or hslplng with problems while the
funding opportunity 18 open. Tbe intent of
this requirement is to be as helpful as pos-
sible to potent1a.l applicants, eo the Federa.!
awarding agency should cons1der approa.ches
such as giving:

'1. Points ot contact who may be reached in
multiple waye (e.g., by telephone, FAX. and!
or email, as well as regular mail).

U. A faz or email addrese that multiple
people access, so that someone Will reepond
even if othezs are unexpectedly absent, dur-
ing critica.l perl0d8.

Uf. Different contacts for distinct kinds of
help (e.s., one tor questions of programmatic
content and a second for adm1n1Btratlve
qU88tiOns).

H. O'I'B:BRlNFORNATION-OPTlONAL

ThIs section may Include any additlona.l
Information that w111assist a potential ap-
plicant. For example. the section might:
i. Indicate whether th1Bis a new program

or a one-time 1n1t1Btive.
ii. Mention related programe or other up-

coming or ongoing Federa.l awarding agency
t'unding opportunUill6 ror 61m1laractlvitl811.
iii. Include current Internet addresses for

Federa.l awarding agency Web sites that may
be useful to an applicant in understanding
the program.
iv. Alert applicants to the need to identify

proprietary informa.tion and Inform them
about the way the Federa.l awarding agency
will handle It.

v, Include certain routine notices to appl1-
cants (e.g., that the Federal Government is
not obligated to make any Federal award as
a result of the announcement or that only
grants officers can bind the Federa.l Govern-
ment to the expenditure oCfunds).

pt. 200, App. II

APPENDIX IT TO PART 200-c0NTRACT
PROVISIONS FOR.NON-F'EDER.AL ENTI-
TY CONTRACTS UNDER. FEDERAL
AWARDS

In addition to other prov1Bionsrequired by
the Federal agency or non-Federa.l entity. all
contracts made by the non-Federal entIty
under the Federa.l award must contain provi-
sions covering the following. as applicable.
(A) Contracts for more than the simplified

aoqu1B1tion tbreBhold currently set at
SliO,OOO,which is ths 1DJ1atlon adJusted
amount determined by the Civilian Agency
Aoq11is1t1onCouncil and the Defense AcquiBi-
tIon Regulations COUIlcil(Councils) as au-
thor1zed by 41 U.S.C. 1908,must &4drese &4-
m1n1strative, contractua.l. or I_a.! remedies
In instanoea where contractors violate or
breach contract terms. and provide for IlUch
sanctions and penaltlel as appropriate.
(ll) All conwcts in exceBBof $10,000must

addretlll termination tor cause and for con-
venience by the non-Federa.l entity including
the manner by which it wUl be etrected and
the ba.eiefor settlement.

(0) Equal Employment Opportunity. Ex-
cept as otherwise provided under 41 CFR
Part 50, all contracts that meet the def1Di-
tion of "federa.lly ae61sted construction con-
tract" in 41CFR Part 60-1.3must Include the
equal opportunity clause provided· under 41
CFR 6O-1.4(b).In accordanoe with Executive
Order 1.1246, "Equal Employment Oppor-
tunity" (30 FR 12319,12935,3 CFR Part. 1964-
Ul65Comp., p. 389),as amended by Executive
Order 113'16, "Amending Executive Order
11246Relating to Equal Employment Oppor-
tunity," and implementing regulatIons at U
CFR part 60. "Office of Federa.! Contract
Compliance Progra.me, Equa.l Bmployment
Opportunlty, Department or Labor."
CD)DaviB-BaconAot, as ameDded (401:.8.C.

81U-3148).When required by Federa.l program.
legislation, aU prime construotion oontraote
in excess of 12.000awarded by non-Federa.l
entitles must lnolude a prov1B1onror compli-
ance with the Davlll-Bacon Act (40 U.S.C.
8141-3144,and 31~14B) as supplemented by
Department of Labor regulatioDS (29 CFR
Part 5, "Labor Standards Provisions Appli-
cable to Contracts Covering Federally FI-
nanced and Ass1BteclConstruction"). In ac-
cordance with the statute, contract.ore must
be required to pay wages to laborers and me-
cban1cs at a rate not lees than the prevailing
wagss apeo111edin a wagll determination
made by the Secretary or Labor. In addition,
contractors must be required to pay wages
not lellS than once a week. The non-Federal
entity must place a copy or the current pre-
va1l1ngwage determinat.ion luued by the De-
partment ot Labor in each solicitation. The
decision to award a contract or subccntract,
must be conditioned upon the a.ooeptance of
the wage determination. Tbe non-Federal en-
tity must, report all SWlpected or reported
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viol&tlons to the Federa.! awarding &gency.
The contracUi must alao Include a. provision
for complia.Iloe with the Copela.nd "Anti-
Kickback" Act (40 U.S.O. 3145). &8 supple-
mented by Department of La.bor regula.tions
(29 OFR Part 8, "Contractors a.nd Sub-
contraotors on Publlc Building or Public
Work Ji'1n&ncedin Whole or in Part by Loa.ns
or Gra.nts from the Un1ted StAtes"). The Act
provides that ea.ch contractor or sub-
recipient must be prohibited from Inducing,
by a.ny msa.na, a.ny person employed in the
construction. completion, or repair of public
work. to give up my part of the compensa.-
tion to whieb he Or abe to othe1'1l'iBeentitled.
The non-Federal entity muat report all sus-
pected or reported viola.t1onll to the Federa.l
awarding a.gency.
(E) Contract Work Hours a.nd 8a!ety

Standa.rds Aot (40 U_S.C. 3701--3'708).Where
applicable, all cont,ra.ctll awa.rded by the non-
Federa.! entity in excess of $100,000that in-
volve the employment of mecha.niC6or labor-
ers must include a provtoion for comp11a.nce
with 40U.S.C. 3702and 3704,&8 supplemented
by Department of Labor regulations (29OFR
Part 6). Under 40 U_S.C.3702of the Act, each
contractor must be required to compute the
wages of every mecha.n1c and laborer on the
ba.Bisof a staJlda.rd work week of fO hours.
Work in excess of the staneJaro work week is
permlsaible provided that the worker to com-
pelJll&tedat •. ra.te of not IllB8tha.n one a.nd a
half times the basic rate of pay for all hours
worked in excees of 40 hours in the work
week. The requirements of 40 U.S.O. 3704are
appl1cable to construotion work aDd provide
that no l&borer or mecha.n1c must be re-
quired to work in surroundings or under
worklnir conditions wbleb ars UDIlLIlitary,
ha.r.ardous or dAngerous. These requirements
do not •.pply to the purch_ of supplieB or
me.ter1als or art.icles ord1n&rlly ava1l&bleon
the open ma.rket, or eontracts for tranepor-
tAtion or tra.nsm1&sionof intelligence.
(F) Rights to Inventions Mads Under &

Centract or .Agreement. If tbe Federal awa.rd
meets the definition of "funding agreement"
under 37 CFR 1401.2 (a.) and the recip1ent or
Bubrecipient wisbes to enter into a. contract
with a small businese arm or nonprofit org•.-
n1za.tion regarding the substitut10n of par-
tiIlB, lUlslgnment or performance of expert-
mentaJ, developmental, or reeelLl'Ch work
under that "funding a.greement," the recipi-
ent or Bubrec1p1entmust comply with the re-
quirements of 37CFR Pa.rt 401,"R1chts to In-
ventions Made by Nonprofit Orga.n1za.tJ.ons
a.nd Small Bu.inesIl Firms Under Govern-
ment Grants, Contracts and ccoperative
Agreements," and any implementing regula.-
tions issued by the a.wa.rdinga.gency.
(G)CleaDAir Act (42U.S.C. 7401-7671q.)And

the Federal Water Pollution Control Act (33
U.S.O. 1261-1387),&8 amended-Contracts and
BUbgr&.ntsof amounts in excees of $150.000
must contain a provision that requires the

2 CFRCh. II (1-1-15 Eclllon)

non-Federal a.ward to agree to comply with
all applicable etandards, orders or regula-
tions 1l18U8dpursuant to the Clean Alr Act
(42 U.S.C. 74Ol-7671q)a.nd the Federal Wa.ter
Pollution Control Act as amended (33 U.S.C.
l.251-1887).Violations must be reported to the
Federal awarding agency and the Reg10nal
Office of the Environmental Protection
Agency (EPA).
(H) Debarment a.nll Bnapsnsion (Executive

Orders 12549a.nd 12689)-A contract aw&I'd
(see 2 CFR 180.220)mnat not be made to pa.r-
ties I1lltedon the governmentwlde exclUlllons
in the System for Aw&I'd Management
(SAM), in a.ccorda.nce with the OMB guide-
llnes at 2 eFR 180tha.t Implement Executive
Orders 12M9(3 CFR part 1986Comp., p. 189)
and 12689(3 CFR part 1989 Comp., p. 235),
"Debarment and Suspension." SAM Exclu-
Bions contaius the n&mesof parties debe.rred,
Iluspended, or otherwise exoluded by agen-
cies, as well &8parties declared ineligible
under stAtutory or regulatory a.uthority
other than Executive Order 12549.
(I) Byrd Anti-Lobbying' Amendment (81

U.S.C. 1852)-Contra.ctors that a.pply or bid
for an a.wa.rdexceeding $100,000must, me the
required certification. Ea.cb tier cert.11les to
the tier above that It 11'111not and bas not
used Federa.l appropriated funde to P8$ AnY
person or organ1zation Corinfluencing or at-
tempting to tnnuence an officer or employee
oC any &geney,a member of Congress, officer
or employee of (lon.gre8ll,or an employee oC a.
member of Congress in connection with ob-
ta.1n1nga.ny Federal contract, grant or any
other awa.rd covered by 81 U.S.C. 1952.Eacb
tier must also d1sclose aDy lobbying with
non-Federal funds that takes place in con-
nection with obtaming a.ny Federal aWard.
Sueb disclosures a.re forwa.rded from tier to
tier up to the non-Federal aW&rd.
(J) See 1:KlO.ll22Procurement of recovered

me.ter1als.
[78 FR 78608,Dec. 26, 2018,a8 amended at 79
FR '15888, Dec. is, 2014]

ApPENDIX m TO PART 200-INDIRECT
(F&A) COSTS IDENTIFICATION AND
ASSIGNMENT, ANDRATE DETERMINA-
TION FOR INSTlTUTIONS OF HIGHER
EDUCATION (lHE6)

A.GENERAL
This appendix provides criteria for identi-

fYing a.nd computing indirect (or indirect
(F&A» rates at IHEIl (inBtitUtiODS).Ind1rect
(F&A) coets a.re those that a.re incurred for
common or joint objeetrvea and therefore
cannot be identified rea.dily and apecifically
with a particular sponsored project, a.n in-
structiona.l activity, or any other iIlBtitu-
tional activlty. See aubsectaon B.l, Defini-
tion of Fac1l1ties a.nd Administration, for a
di.cuBl!ion of the components of indirect
(F&A) costs.
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I. Major F1Lnc/Wn.$of an Institution

Refers to 1n8truction, orga.n1zedreB6&l'ch,
other sponsored activities and other institu-
tional activities as defined in th1.8sectdon:

a. 11l8tructicm means the tea.ch1ng a.nd
tra.1n1ngactivities of an iJUltitution. Except
for research tra1n1ng as provided in sub-
section b, th1.8term includes &IItea.ch!ng and
tr&in1ng activities, whether they are offered
for credite toward a degree or cert1Jle&te or
on a non-crec1.ltbasle, and whether they are
offered through regular academic depart..
mente or sepe.rate dlv1e1oJUl,such 8.8 a. sum-
mer school division or an eneJUlion div1eion.
Also considered part of this major function
are departmenta.l research, and, where
agreed to, university l'8lIsarcl:..

(1)Sponsored iMtntction and trainJng means
speclnc instructional or traln.1ng activity es-
tablished by grant, contract, or coopera.tive
agreement. For purposes of the cost prln-
ciplee, this activity may be coJUlidered 8.
major fllnction even though an lJUltitution's
&c<:ountlngtreatment may include It in the
instruction function.

(2) DeparlmentaI r6MJOTchmea.ns research,
development and sohOla.rly activities that
are not orga.nlzed research and, con-
sequently, are not separately budgeted and
accounted for. Departmenta.l re8B8.rCh,for
purposes of this document, le not conBldered
as a major function, but as a part of the in-
struction function of the institution.

(3) Only mandatory cost sharing or cost
sharUlg speCIfically committed in the project
budget must be included in the organized re-
search bus for computing the indirect (F&A)
cost rate or reflected in &ny&lIoe&tlonof in-
direct coste. Ba.l.arycoste above stAtutory
llmite are not coJUlideredoost sha.r1ng.

b. Organiud ruearch means all research
and development activities of an institution
that are separately budgeted and a.ccounted
for. It includes:
(1) Sponsored research means all research

and development activities tha.t are spon-
sored by Federal and non-Federal agenoles
and organJu.tlons. This term inCludes activi-
ties Involving the tra1n1ng of individuals In
research techniques (commonly e&lled re-
search training) where such a.ctlvitles utilize
the sa.me facilities 8.8 other research and de-
velopment activities and where sucb aotlvi-
tlell are not included in the instruction func-
tion.

(2) UnJver8/ty reuClrch mea.ns all research
and development activities that are sepa-
ra.tely budgeted a.nd&C<:Ountedfor by the In-
stitution under an Interna.l application of in-
stitutional funds. University research, for
purposes of this document, must be com-
bined with eponsored research under the
function of organaed research.

c. Other rpomored actillitiu me8.D8programs
and proJecte finanoed by Federal and non-
Federal agencies and organizationa which in-

Pt. 200, App, III

volve the performance of work other than in-
struction and organized research. Examples
of Buch progra.ms and projecte are bealth
service projecte and commanlty service pro-
graJD8.However, when &lIYof these activities
are undertaken by the lJUltitution without
outside IIUpport, they may be cla8811'1edas
other institutional a.ctivities.

d. Other innitll.tional acUtrlties means all ac-
tivities of an institution except for instruc-
tion, departmental reeearch, organized re-
B6&l'Ch,and other sponsored aotlvitles. 8.8 de-
fined in thie section; indirect (F&A)cost ac-
tivities Identified in this AppendU para-
graph B, Ident1Jlca.tion and assignment of in-
direct (F&A) coste; 8.JldspeClallsed services
fAcillties described In fllOO.468 Specialized
service fa.c1lities of thle Part.

ED.mples of other institutional activities
include operation of residence halls, dining
halls, hospitals and olinics, student o.n1ons,
intercollegiate athletics, boolaltoree, fAculty
hOUSing,student apartmente, guest hOUSBS,
chapela, theaters, public museums, and other
aImilar aaxlliary enterprises. This def1nltlon
also includes a.ny other e&tegories of activi-
ties, coste of whJch a.re "unallowa.ble" to
Federa.l a.wards, unlellll otherwise indicated
In an a.wa.rd.

2. enteria loy Dlatribution

a. Base period. A base period for distribu-
tion of Indirect (F&A) ooste le the period
during wbleb the coste a.re incurred. The
base period norma.lly should coincide with
the fiscal year estAblished by the institution,
but in any event the b8.8eperiod sbould be 80
selected as to avoid inequities In the dle-
trlbution of costs.

b. Need JOT cost l/TOupin.gs. The overall ob-
Jective of the indirect (F&A) cost allocation
procesa is to dilltribute the Indirect (F&A)
costs described in Section B, Identifle&tlon
and aaBlgnment of Indlrect (F&A) coste, to
the major functions of the inBtltution in pro-
portiOllS reuonably consietent with the na-
ture and extent of their URe of the lnBtttu-
tion's resources. In order to achieve this ob-
Jective, It may be neceasa.ry to provide for
selective distribution by establishing sepa-
rate groupings of cost within one or more oC
the indireot (F&A) cost categories referred
to in subsection B.l, Definition of FaCIlities
and Administration. In general, the cost
groupings estAbllehed within a category
ehould constitute, In each case. a pool of
those ltema oC expense that are considered to
be of like nature In terms of their relative
contribution to (or degTell of rBmotene88
from) the particular C08tobjectives to which
dletrlbution is appropriate. Cost groupings
should be establ1shed considering the general
guides provided in subsection c of this sec-
tion. Each such pool or cost grouping should
theD be distributed individually to the re-
la.ted cost objeotaves, uBlng the distribution
base or method most appropriate in light of
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the guidelines set forth in subaection d at
th18 section.
c. General coMderatlon. on cost gTouping •.

The extent to which sep&rlLtecoet groupings
and select1ve distribution would be appro-
priate at an 1natltution is a matter of judg·
ment to be determined on a caae-bz-caae
bailie. Typioa.l IIItua.tiODllwhich may wa.rra.nt
the establlBbment or two or more separate
coet groupings (balled on account cla881f1ca.·
tion or an&lysis) within an ind1rect (F&A)
coet category include but are not l1m1ted to
the following:
(1) JI certain Items or categories or expense

relate solely to one or the major functiODllof
the institution or to 1_ than &ll functions,
such expenll86lIhould be set lLllldeas a sepa.-
rate cost grouping for direct ass1gDment or
selective allocation in accordance with the
guides provided In subsections b and d.
(2) JI any types of expense ord1na.r1lytreat-

ed as general a.dm1n1stn.tlon or depa.rt-
mental admln18tration are charged to Fed·
eral •.warda &8direct COlIts,expenses appl1ca.-
ble to other activities 01 the 1nBtitutlon
when Incurred for the lS8.IIlepUrp08BB1n 1J.k.e
circumstances must, through separate cost
groupings, be excluded frOm the indirect
(F&A) costs allocable to those Federal
awards and included in the direct cost of
other activities for cost allocation purposes.
(3) JIlt is determined that certain e%PBI1flBS

are for the support of a service um t or facil·
ity whoee output ill lIueceptlble of measure-
ment on •. workload or other quantltat1ve
basis, such expenses should be set aside as a
separate cost grouping for dilltrlbution on
lIuch baIlis to organized resea.rch, instruc-
tional, and other activities at the institution
or within ths dep&rt.ment.

(4) H activities provide their own pur-
chaatng, personnel admlniBtratlon, b111ldlng
malntenance or s1m11arservice, the distribu-
tion of general admlniBtratlon and general
expanses, or operation and maintenance ex-
pel1flBBto such activities should be acecm-
pl1shed through CO/ltgroupings which Include
only that portion of central indirect (F&A)
coats (such as for overall IJ1AIllLiement)
which are properly aJlocable to such activi-
Ues.
(5) JI the iDBtitution elects to treat fringe

benel1ts as Indirect (F&A) charIl'es, such
costs should be set •.side as a separate coat
grouping for selective dilltribut.ion to related
oost objectives.
(6) The number of sep&rlLtecoat groupings

within a category should be held within
pract.ical l1m1tll,after tak:1ng Into consider-
ation the materiality of tbe amounts in-
volved and the degree of prec1slon attaiDsble
througb less selective methods of dilltrlbu-
tion.
d. Selection of dilltrlbution method.
(1) Actual conditions must be taken into

account 1n selecting the method or baIle to
be used in distributing individual cost

2 CFR Ch. II (1-1-15 Edition)

groupings. The essential coDBideratioDin ee-
lecting a base is that it be tbe one beat suit-
ed for asalgnlng the pool of coats to cost 0b-
jectlvea In accordanoe with benefits derived.;
with a traceable cause-a.nd-effect relAtion-
ship; or witb logic and reason, wbere nslther
banefi t nor a ca118&-and-efiectrelAtionship 18
determinable.
(2) If a coat grouping C&Dbe identified di-

rectly witb the cost ,objective benet1tted, 1t
should be assiglIed to that cost objectlve.
(3) If tbe expel1flBBIn a cost grouping are

more generaJ In n&ture, the d1str1butlon may
be balled on a coat anal.yBls study which re-
sults in an equitable d1lltr1button of the
costs. Such cost analys1s studiss may take
Into consideration weighting factors, popu-
lation, or space occupied If appropriate. Cost
analysis studies, however, must (a) be appro·
prl •.tely dooumented In BUfllclent detail for
eubllequent review by the cognlzant agency
for Indirect costa, (b) dilltrlbute the coats to
tbe relAted cost objectives In accorda.nce
wltb the relative benefits derived, (c) be Ilta-
tlstically 8Ollnd,(d) be performed spec1flca.lly
at the 1nBtltut1on at whicb the reeulte are to
be used, and (e) be reviewed periOdically, but
not 1868frequently than rate negotiations,
updated If D8C8Il8al'Y,and used consistently.
Any &ll8UDlptionsmade In the study must be
stated and explalned. The use of coat anAl·
ysis studies and periodic changea In the
method of cost distribution must be fully
justified.
(4) H a coat analyaill study is not per-

formed, or If the Iltudy does not result 1n an
equitable distribution of the eosta, the dis-
tribution must be made In accordanoe witb
tbe appropr1a.te baee cited In Section B, Iden-
t1fication and asalgnment of lnd1rect (F&A)
coats, nnlese one of tbe following conditloDll
lsmet:
(a) It can be demonatr •.ted that the use of

a different bus would result in a.more equi-
table aJlocation of the costs. or that a more
read1ly ava1l&blebase would not increase tbe
costs cbarged to Federal awarda, or
(b) The institution qua.l111e8for, and elects

to use, the s1mpl1fledmethod for computing
indirect (F&A) cost rates descr1bed in Sec-
tion D, Simplified method for emall 1nBtltu-
tioIlll.
(6) Notwithstanding llubeeot1on (3), effec-

tive July 1, 1998, a coat an&lY8isor base otber
than that In Section B must not be used to
d1atrlbute utIlity or student services coste.
Instea4, subsections B.4.c Operation and
maintenance expenses, may be used In the
recovery of ut1l1ty ooats.
e. Order of distribution.
(1) Indirect (F&A) costs are the broad cat-

egories of coati! 'd1scU88edin Section B.l.
Definitions of Facllit.ies and Administration
(2) DepreciatloD, Interellt exPB:ll8B8,oper-

a.t1onand ma.1ntenance expeIl6es,and generaJ
admin18trative and general expenses should
be allooa.ted in that order to the remaining
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Indirect (F&A) cost categories 85 well &llto
the m&jor functions and spec1a.l1ud service
f&C1l1tiesof the 1nstItution. Other cost cat-
egorillllmay be allocated In the order deter-
mined to be moat appropriAte by the lnatltu-
tlons. When 0l'0fI8 allocation of costs Is made
8Jlprovided in Bubsection (3), tbis order of al·
location does not apply.
(3) Normally an Indirect (F&A) cost cat-

egory Will be considered closed once it bas
been allocated to other cost objectives. and
coats may not be subsequently allocated to
it. However, a craBBallocation of coste be-
tween two or more indirect (F&A) coat cat-
egories may be U88d if suob allocation will
reeult In a more equitable allocation of
costs. If a Cl'088 allocation Is ueed, an appro-
priate mod111cation to the composition of
the indirect (F&A) cost categories described
in Bection B is required.

B. WENTIJI'ICATJON M"D AS5JGNMENTOF
INDIRECT(F&A)COSTS

1. Definition of Facilities and Administration

Bee 1200.414Indirect (F&A) ooste which
provides the basls for these Indirect cost re-
quirements.

2. Depreciation

a. The expenses under t.hls heading are the
portion of tbe costs of the lnatitution'&
bulldlngs, capital improvements to land and
buildings, and equipment which are com-
puted In accordance with 1200.436 Deprecia-
tion.
b. In the abeence of the alternatives pro-

vided for In Section A.2.d, Selection of dis-
tribution method, the expenses included in
this category must be allocated in the fol-
lowing manner:
(1) Depreciation on buildings used exclu-

sively In the conduct of a single fuIlct1on,
and on capital improvemente and equipment
used in suob buildings. must be B.llllignedto
that f1lDCtion.
(2)Depreciation on buildings used for more

than one flmction, and on capital improve-
ments and equipment used In BUchbuildings,
mUlltbe allocated to the individual funotions
performed in each building on the baels of
usable square feet of space. excluding oom-
mon areas such as hallways, stairwells, and
I'Mt rooms.
(3) Depreciation on bulldlngs, capital im-

provements and equipment related to space
(e.g., individual rooms, laboratorie&) used
Jointly by more than one funct.1on (as deter-
mined by the users of the space) must be
treated as follows. The cost of each jointly
used unit of space must be allocated to bene-
nttlng functione on the basis of:
(a) The employee fUll-time equivaJents

(FTBll) or 6alar1es and wages of thoBe indi-
vidual functions benefitting from the use of
that space; or

pt, 200, App. III

(b) Inst.1tut.1on-wideemployee FTEe or eal-
aries and wages applicable to the benelltt.1ng
~or functions (see Section A.l) of the in-
stitution.
(4) Depreciation on certain capital im-

provements to land, such &6paved parking
areas, fences, sidewalks, and the like. not in-
cluded in ths cost of bulld1ngs, must be allo-
cated to user categories of etudenUi and em-
ployees on a full-time equivalent basis. The
amount allocated to the student category
must be aee1gnedto the inStruction funetton
of the lnatitution. The amount allocated to
the employee category must be l'Urther allo-
cated to the major functions ot the institu-
tion in proportion to the salaries and wages
of all employees applicable to thoee func-
tions.

3. Interest

Intereet on debt aeeociated with certain
buildings, equipment and capital improve-
ments, as defined in 1200.449Interest, must
be claB81t1edas an expenditure under the cat-
egory FaciUttes. These costs must be allo-
cated in the same manner as the depreo1a-
tion on the buildings, equipment and caJlltal
improvements to which the interest relates.

4. Operation and Maintenance Ezpenses

a. The expenses under t.h1Jlheading are
those that have been incurred for the admin-
Istration, supervision. operation, matnte-
nance, preeervat.1on, and proteetton 01 the in-
st.1tutlon's pbye1cal plant. They include ex-
penees nOrm&llYincurred for such Items as
janitorial and utUlty services; repairs and
ordinary or normal alterations of build1Jlgs,
furn1ture and equtpment; care of grounds:
m&1ntenance and operation of buildings and
othsr plant fa.c1l1ties; security; earthquake
and ~terprepare~_; env1ro~ental
safety; hazardous waste disposal; property,
liabWty and all other insurance relating to
JlI'Operty;space and capital leasl:ng; faciUty
pla.nn1ng and man&«ement; and central re-
ceiving. The operation and malnteJlance ex-
pense category should a1&oinclude its allo-
cable share of fringe benefit costs, deprecia-
t.ion. and interest costs.
b. In the absence 01 the alternatives pro-

vided for In Section A.2.d, the expenses in-
cluded in this category must be allocated In
the same manner as described in subsection
2.b for depreciation.
c. A utWty cost adjustI;nent of up to 1.3

percentage points may be included In the ne-
gotiated indirect coet rate of the !HE lor or-
ganized research, per the computation alter-
natives in J)al'&«taphs (e)(I) and (2) of tbie
section:
(1)Where space is devoted to a single rune-

non and metering allows unambtguoua meas-
urement of usage related to that space, costs
must be aee1gned to the function located In
that epace.
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(2) Where spa.ce IS alloe&ted to different.
functions and meteriDg does not allow unam-
biguous measurement of usage by fDDCtlon.
coeta must be allocated All followe:
(1)Ut1l1tles coste should be apportioned to

functlons in the B8.IIIemanner as depreo1a-
tlon, based on the calculated difference be-
tween the eite or buildiug actueJ square foot-
age for monitored researah laboratory .pace
(site, building. floor, or room), and a sepa.-
rate oalculatlon prepared by the mE using
the "effective square foota4re" deacribed in
eubeectlon (c)(2Xll)of this section.
(11)"Effectlve square foota4re" allocated to

reeearcb laboratory space must be calculated
as the actueJ square footage times the rel-
ative energy ut1l1ul.tlon index (ll.EUI)posted
on the OMBWeb site at the time of a rate
determination.
A. This index ls the ratio 01 a laboratory

energy use index (lab EUI) to the cor-
respondinir index for overall average college
or un1verslty epace (college EUI).
B. In July 2012,values for these two indices

(taken respectively from the Lawrence
Berkeley Laboratory "Labs tor the 21st Cen-
tury" benchmarking tool http://
labs21benchma,king.lbl.govfCompareData.p1l.p
and the US Department of Energy "Build-
ings Energy Databook" and http://
buildingsdatabook.eren.aoe.goVICBECS.asp:r)
were 310kBtul8q ft-yr. and 155kBtU/SClft-yr .•
eo that the adjustment ratio is 2.0 by thls
methodology. To retain currency, OMI!wlli
adjust the EUI numbers from t1JDeto time
(no more often than annually nor lees often
than every 5 years), using reliable and pub-
licly diBCIoseddata. Current values of both
the EUIs and the REUI will be posted on the
OMBWebelte.

5. General Administration and General E:r:pen3e8

a, The expenses under this heading are
those that have been Incurred for the general
executlve and administrative offioes of edu-
cational 1nst1tutiOIllland other expeDJlesof a
general ch&racter which do not relate solely
to any major function of the inStitution: i.e.,
solely to (1) instruction, (2) organized re-
6B&I"Ch.(3) other sponsored activities, or (4)
other lnstitutional activitles. The general
administration and general BX]l8JleecateK"ory
ahould alBa include lts allocable ahare of
fringe benefit costs, operation and mainte-
nance expense, depreciatlon, and interest
costa. Examples of genereJ administratlon
and general expenses include: thoee expenses
inourred by adm1nlStrative offices that serve
the entire university eyetem of whicb the in-
stitution IS a part: central offices of the in-
stitution such as the Preaident's or
ChanCellor's office, the officee for Institu-
tion-wide financial management, busine8s
services, budget and planning, personnel
management, and safety and risk manage-
ment: the office of the General Oounsel; and
the operations of the oentral administrative

2 CFR en, II (1-1-15 Edition)

management information systems. General
admln1atratlon and general eJ[penses must
not include expeDBeSincurred within non-
univeraity-wide dea.ns' omoes, a.oa.demicde-
partments, organized researob unite, or simi-
lar organizational units. (Bee Bubsection 6,
Departmental admlnlAtration expenses.)
b. In the absence of the alterna.tives pro-

vided for In Section A.2.d, the exp8JlllBSin-
cluded in this categ'Orymust be grouped first
according to common major functions of the
institution to which they render services or
proVide benents. The aggregate expenses of
ea.oh group must then be allocated to serv-
iced or benefltted functions on the modified
total coat bulA. Mod1fted total costs conaist
or the aame elements as thoee in Section C.2.
When an activlty included in this indirect
(FatA) cost category provides a service or
product to another inStitution or organiza-
tion, an appropr1a.te adjustment must be
made to either the expenees or the basie of
allocation or both, to aseure a proper altoca-
tion of costs.

6. Depanmental AdmInistration Expemes

a. The expenses under this heading are
those that have been incurred for adminis-
tratlve and supporting services that benefit
common or joint departmental activlt1es or
objectives in academic de&llll' omcee, aca.-
demic departments and d1v1l1ions,and orgs.-
nlr.ed ruea.rch units. Organized resea.roh
un1ts include such units as inStltutes, study
centers, and research centers. Departmental
adminIStration expenses are subject to the
follow1n&'l1m1tatiODl!.
(1) Academic dea.ns' officeB. Salar181land

operating expenlllll!are limlted to those at-
tributable to admin1etratlve functiODB.
(2)Academic departments:
(a) Sa.la.riee and fringe benefits attrlb-

utable to the adm1nistratlve work (includinir
bld and propOaal preparation) of faculty (In-
cluding department heads) and other profes-
sional personnel conducting reeea.rch and/or
instruction, mut be allowed at a rate of 3.6
percent of modified total direct costs. This
cateK"orydoee not include profeBBionalbl1l!l-
naas or profeeaioneJ admlnistrative cmcers.
This allowance muet be added to the com-
putation of the indirect (FatA) cost rate for
major functiollll 111Section C, Determination
and application of indirect (F&A) oost rate
or rates: the eJ[peIU188covered by tbe allow-
ance must be excluded from tbe depart-
mental administration cost pool. No docu-
mentation is required to support this allow-
ance.
(b) Other administrative and supporting

eltpeJ1ll88incurred within academic depart-
ments are allowable provided they are treat-
ed consIStently in like circumstances. This
would lnclude expBD891!suah as the aalanes
of secretarial and clerical stafIB, tbe aalanee
of adminlstratlve omears and assistants,
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travel, olftce supplies, atockrooma, and the
like.
(8) Other fringe bllJlefit cost!; a.pplicable to

the salaries and wages included in sub-
aectioDll (1) &.JId(2) a.re allowa.ble, a.ewell as
an appropriate share 01 general a.dm1Jl1stra-
tlon and general expenses, operation and
ma.intenance expenses, and deprecatlon.
(4) Federal agencies may authorize reim-

bursement of additillIlB.l006ts for d.epa.rtment
.hea.dsand faculty only In exceptioD&l CASes
where an instltution can demonstrate undue
ha.rd8hip or detriment to project perform-
ance. .
b. The following guldellnes apply to the de-

termination of deJ)ll.l'tmental a.dm1nIBtrative
coats as direct or Indirect (FoltA)costs.
(1) In developing the departmental admiD-

iStration coet pool, special care should. be ex-
erci8ed to ensure tha.t costs incurred for the
same purpose ID like circumstances are
trea.ted cona1lstently ae either direct or indi-
rect (FoltA)costs. For example, wariee of
tecbn1c&l staff, Iabora.tory supplies (e.g.,
chemicals), telephone toll charges. a.nimals,
animal ca.re coste, computer oosts, tra.veJ
coeta, and speclaUzed shop costs must be
trea.ted as direct cost!; wherever IC2entlfiabJe
to a. partioular cost objective. Direct charg-
ing of these costs ma.y be aooompllshed
through spec1!IOident111cation of 1nd1v1dua.l
costs to benefitt1ng coat objectives, or
through recharge centers or SpeclaUlled.serv-
Ice facilities, as a.ppropria.te under the ctr-
cumstances. See t§200.413Direct coeta, pa.ra.-
gra.ph (c) and 200.4688peciallBed service fa-
cilities.
(2) Items such as oroce suppUes, postage,

local telephone coste, &.JIdmembereh1pe must
norm&lJybe treated as Indirect (FoltA)costs.
c. In the absence of the alterDatives pro-

vided for ID Bection A.2.d, the expenllBllIn-
clud&dIn Wa category must be allocated &S
(ollowa:
(1) The adm1n.Istrative expenses of the

dean's oIDce of each college and school must
be allocated to the academic departments
withiD th&t college or school on the mod111ed
total cost buis.
(2) The a.dm1n1Btra.tiveexpenses of each

academic department. and the department's
share of the expenaee allocated in subsection
(1)must be allocated to the appropriate rune-
tiODll of the department on the modified
total cost bas1s.

7. SfI01I.SOTedProjecU Administration

a. The expenses under this heading are lim-
Ited to those Inourred by a eepe.rate organi-
zation(s) established primarily to administer
SPDnsoredprojects, inoludlng such functions
8S grant and contract adm1n1stratlon (Fed-
eral and non-Federal), speCial security, pur-
chasing, personnel, administration, and edit-
ing and publish1ng of research and other re-
ports. They include the salaries and ll1tpenses
of the head of such organization, assistants,

Pt. 200. App. III

and immediate staff, together w1th the sala-
ries and expenses of personnel eIJgB.lfedIn
supporting activities maintained by the or-
ganization, such as stock rooms, print shope.
and the like. Thi8 category also includes an
allocable sha.re of fringe benefit eoste, gen-
eral .adminilItra.tion and gllJleral el[peDSBS,
operation and m.aintenance Bllpenses, and de-
precation. Appropriate adjustments will be
ma.de for services proVld.edto other tunctlons
Dr~an1za.tlona.
b. In the abesnce of the alternatives pro-

vided for in SectioD A.2.d, the expenses ID-
eluded In thlll category mUllt be allocated to
the ma.jor tunctions of the iDBtitutioD under
which the SPODSoredprojeots are conduoted
on the bas1Bof the mod1f1ed total cost of
sponsored projects.
c. An appropriate adjustment must be

made to eliminate any dupUc.ate charges to
Federal ""&I'd! when thiS category Includes
similar or Identical activities as those in-
cluded in the general administration and
general el[pense category or other indirect
(FoltA)cost Items, such as accounting, pro-
ourement, Drpersonnel adm1DJstration.

8. LibraTJI Expenses

•.. The expenses under this heading are
those that have been incurred for the oper-
ation of the Ubra.ry, including the coat of
books and libra.ry materials purcha.sed tor
the library, less allY items of llbra.ry income
that QUa.l11Yas Applicable credits under
1200.406Applicable credits. The libra.ry ex-
pense category shoulC2also include the fringe
benefits appliCAbleto the sa.la.r1esand wages
Included therein, an appropria.te abare of
general admlniBtration &.JIdgeneral expense,
opera.t1on and maintenance expense, and de-
preciation. Costs incurred In the purchases
of ra.re books (museum-type boolt8) with DO
value to Federal •.wa.rdBshould DOtbe allo-
cated to them.
b. In the absence of the alternatives pro-

vided for in Section A.~.d, the upenses in-
cluded in this CAtegOrymust, be allocated
firSt on the basis of primary categories of
users, including students. professional em-
ployees, and other users.
(1) The student category must consiSt of

1i111-tlmeequivalent students enrolled at the
iDBtitutioD, regardless of whether they eam
credits toward a degree or oertificate.
(2) The professional employee category

must cons1Bt of all fa.oulty members and
other profe88ional employees of the inBt1tu-
tton, on a full-time equivalent baais. ThiS
category may •.Iso include poat-doctorate
fellows and graduate students.
(8) The other users categOry must consist

of a reasonable factor lIS determined by insti-
tutional recorda to account for all other
ueeni of library facUitiea.
c. Amount allocated In paragraph b of this

section must be assiglled further as follows:
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(1) Tbe amount in the student category
must he IlllBignedto the instruction function
of the institution.

(2) The amount in the profe.ll810naJem-
ployee category must be as81gned to the
major functions of the 1nBtltution in propor-
tion to the ea1arles ILI1dwages of all faculty
members a.nd otber prof_tonal employees
applicable to those functions.

(8) The flmOtUltin the other usere category
must be llS&ignedto the other institutional
activities function of the 1nIItitution. .

9. Stuaent Admfnfstration aM Servicu

a. The experll!e8 under thia bead1Dg are
th066 that bave been incurred for the a4m1n.
!etratio!l of student affaire ILI1dtor services
to students, Includ1Dgexpenaes of sucb ac-
tivities as dea.nJIof etudentll, &dm1BBlons,reg·
istrar, cOlUlBellngand placement services,
student advlserll, student bealth and infir-
mary eemces, catalogs, and commence-
mente and convOcations. The eala.r1es of
members of the academic staff whose respon-
stb1l1ties to the 1nBtitutton require a.dJn1nis..
trative work that benefits sponsored projectll
may also be included to the extent that the
portion charged to student a.dmin1stration is
deteni!1ned in accorda.DCewith Subpart E-
Cost Principles of tb1s Part. This expense
categOry also includes the tr1nge benefit
costs appl1cable to the eala.r1esand wages tn-
cluded therein, an a.ppropriate Ilha.reot gen·
eral adm1nistratlon &Dd general npenses,
operation &Dd maintena.nce, Intereet ex-
pense, and depreciation.

h. In tbe abB8nce of the alternatives pro-
vided for in Section A.2.d, the expenaes in
this category must be allocated to the In-
structlon fUnctlou, and subsequently to Fed·
eral awards in that function.

10. Offlet fur IndiTect (F41A) Ezpen.teB 0tJurr·
wile PTlWided fur bll the Federal Govern-
ment

a. The items to be accumulated under this
heading are the reimbursements and otber
payments from the Federal Government
whiob are made to the institution to support
solely, specifically, &Dddirectly, in whole or
in pa.rt, any of the a.dm1nIstrative or service
activities described In subBBctlons2 through
9.

h. The items in this group must be tre&ted
as &.credit to the affected individual indirect
(F&A) cost categOry before that category is
alloc&.tedto benefitting fUnctions.

O. DETIiiRMIliATION AND ApPLICATlON OF
INDIRECT(FckA)COSTRATE ORRATES

1. Indirect (F&A) Cost Poo/&

a. (1) Subject to subsectaon b, the separate
categories of Indirect (FckA) coste allocated
to each major !unction of the institution as
prescribed in paragraph B of. tb1s paragraph

2 CFR Ch.U (1-1-15 EcItIon)

C.l Identification and assignment of indirect
(F&A) costs, must be aggregated &Ddtreated
Illl a commou pool for that function. The
amount in sa.ob pool must be divided by the
d1strlbutlon billiedescr1bed in subsectacn 2 to
arrive a.t a s1Dgleindirect (lI'&A)cost rate for
each function.

(2) The rate for each function is uaed to
distribute Indirect (F&A) ooste to individual
Federal awards of that fUnction. Since a
common pool is established for each major
function of the inStitution, a sepa.rate indI·
rect (F&A) cost rate would be established for
each of tile major functions described in Sec-
tion A.l under which Federal awards are car-
rled out.

(S) Eacb institution's indirect (F&A) cost
rate precess must be appropri&.tely designed
to ensure that Federal sponsore do not In
&DYway Ilubsldize the indirect (F&A) coste of
other sponsors, specifically activities spon-
sored by indUlltry and foreign governmentll.
Accordingly, ea.challoe&tion metllod uaed to
identifY and allocate the indirect (F&A) cost
pools, aB described in SectIons A.2, CrIteria
for d1str1butlon, and B.2 through B.9, must
conta.1n ths 1'Illlamount of the 1nBtltution's
modified total costs or other a.ppropriate
units of m8llllurement used to make the com-
putatlCJl8. In addition, the final rate dis·
trlbutlon base (M defined in subeectaon 2) tor
eaob ma.jor function (organised research, in-
structlon, etc., Illl described In Section A.I.
Major functions of an 1nBtltution) must con-
t.a.1nall the programs or actlvlt1ee whiob uti·
lize the ind1rect (F&A) coste allocated to
that major function. At the time an indirect
(F&A) cost proposal is submitted to a cog.
nizant agency for indirect COBtIl,ea.ob Insti·
tution must describe the proce88 1t USllllto
ensure that Fedsral fUnds are not used to
sube1d1se industry and foreign government
funded prOgraml!.

h. In some instances a liiogle rate buls for
use acl"Oll8the board on all work within a
major function at an Institution may not be
appropriate. A stngle rate for research, for
example, might not take into a.ccount those
different environmental factors and other
ccnditions which may affect substantially
tile indirect (FckA)costs applicable to &.par.
tlcular segment of reaearclI at the insti tu-
tion. A pe.rt1cular segment of research may
he that performed under a Bingle sponsored
agreement or it ma.y conBiBt of research
under a group of Federal a.wards performed
in a common environment. The environ-
mental factore are not 11m1tedto the phys-
ical location of the work. Other important
factors are the level of tbe &dm1D1atrative
support required, the nature of the ra.cll1t1eB
or other resources employed, the Bclentlne
disciplines or technical altills involved, the
organizational arrangementll used, or any
combination thereof. II a particular Begment
of a sponsored agreement Is perfcrmed with-
in an env1rOnment whiob appears to generate
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a Bignifica.ntly di1Ierent level of indirect
(F&A) coste, prov1Blonssoould be made for a
separate indirect (F&tA)coet pool applicable
\0 suoh work. The separate Indirect (F&tA)
coat pool should be developed during tAe reg-
ular 00111'll8 of the rate determination process
and the separate indirect (F&tA)COI!t rate re-
sulting therefrom should be utll1zed; pro-
vided It Ie determined that (1) BUchindirect
(F&A) cost rate differs slgu11lO&Dtlyfrom
that which would have been obtained under
subsection a, and (2) the volume of work to
which such rate would apply is mater1&l in
relation to other Federal awa.rdllat the insti-
tution.

2. TM Distribution Ba$i$
Indirect (F&A) coBtsmuat be distributed \0

Bpplicable Federal awards and other benefit-
ting act1vities within each major function
(see section A.1, Major functiOIl8of an insti-
tution) on the baste of modUled total direct
coste (MTDC), coI1B1stlngof all ea.laries and
wages, fr1Ilge benefits, materials and BUP-
pUes, services, travel, &lid up to the nrst
$25,000 of each eubaward (regardless of the
period covered by the subaward). MTDC Ie
defined in 1200.68 Modified Total Direct Cost
(MTDC).For this Ptll'JlO88,an indirect (F&tA)
cost rate should be determiIled for each of
the separate indirect (F&tA)cost pools devel-
oped pursua.nt to Bubsection 1. The rate in
each C&Beshould be stated &8the percentage
which the arnoDIlt of the particular Indirect
(F&A) cost pool Ie of the modified total di-
reot costs Identified with such pool.

3. Negotiated Lump Sum for Indirect (FrtA)
Costs

A negotiated flIed amount in lieu of indi-
rect (F&A) coate may be appropriate for self-
contained, off-campus, or pr1m&rUy8l1000n-
traoted activities where the beDefits derived
from an institution '8 indirect (F&A) servicee
cannot be readUy determined. Such nego-
tiated indirect (F&tA)eoeta wUlbe treated &B
&IIoffaet before allocation to instruction, or-
ganized rese&reh, other sponsored activities,
and other institutional activities. The base
on which such rem&1n1ngexpeIl6es are allo-
cated ebould be approprla.tely adjusted.

4. PredetAJrmined Rates for Indirect (FrtA) CmU

Public Law 8'1~ (76 Stat. 437)as amended
(U U.S.C. 47(8) authorizes the use of pre-
determined rates In determining the "indi-
rect coBts" (indirect (F&A) C08ts) a.ppllcable
under researob agreements with educational
InetitutloI18. The stated objectives of the law
are to simplify the ac1m1ni8tration of COIlt·
type rellBarob&Jlddevelopment contracte (in-
cluding gra.nte) with educatioIl&1 inet1tu-
tiona, to facilitate the preparation of their
budgete, &Ild to permit .more e%p8dlt1ous
cloeeout oC such contracts wben the work is
completed. In view of the potentl&l adVIl.Jl-

pt. 200, App, 111

tages offered by this procedure, negotiation
of predeterm1ned rates for Indirect (F&A)
costs for a period of two to four ysare should
be the norm in those BituatiOIlBwhere tbe
cost experience and other pertinent Caote
av&1lableare deemed sufficient to enable the
parties involved to reach an informed judg-
ment as to the probable level of indirect
(F&A) coste during tbe eIlButng accounting
periods.

5. Negotiated Fired Ra.te& ana C4TTl/-Forwara
ProvUion&

When a fb:ed rate is negotiated in advance
for a fiscal year (or other time period), the
over- or under-recovery for that year may be
included &8 an adjustment to the indirect
(F&A) cost for tbe next rate n&got1&tion.
When the rate is negotiated before the carry-
forward adjustment is determined, the carry.
forward amount, may be a.pplled to the next
subsequent rate nBgot1&tion.When such ad-
juat.ments are to be made, each fixed rate ne-
gotiated in advance for a.given period will be
computed by applying the expected indirect
(F&A) costs allocable to Federal awards for
the forecast period plus or minus the carry-
forward adjUllt.ment (over- or under-recovery)
from the prior period, to the fOrec&8tdis-
tribution base. Unrecovered amounte under
lump-aum agreements or cost-Bharing provi-
etoDSof prior years must not be carried for-
ward for coneideration in the new rate nego-
tiation. There must, however. be &IIadvance
understanding in each caee between tbe In-
stitution and the cogniza.nt &gency for indi-
rect coste &8 to wbether these differences
wID be coDBIdered in the rate negotiation
rather tha.n making the determination after
the d1tferenoes are known. Further, inlltltu-
tiona electing to use this c&JTy-forwardpro-
viBiOllmay not subll8Quently cb&ngewithout
prior approval of the oogn1za.nt a.gency for
indirect costa. In the event that &II institu-
tion retUl'Il8 \0 a post-determined rate, any
over- or under-reoovery during the period in
which negotiated fb:ed rates and carry-for-
ward provlllions were followed win be in-
cluded in the subsequent poet-determined
rates. Where multiple rates are used, the
same procedure wUl be applicable for deter-
m1n1ngeach rate.

6. Provisional ana ~1lal Rates for Indirect
(FrtA) C08U

Where the COll'Il1z&Iltagency for indirect
coste determmes that cost experience and
other pertinent facts do' not juat1!y the use
of predetermined rates, or a fb:ed rate witb
a c&JTy-forward, or If the part1es cannot
&gree on an equitable rate. a proviB1onalrate
must be established. To prevent subetantl&l
overps.yment or underpa.yment, the provi-
sioul rate may be adjuted by the oogniZant
agency for inllirect coste during the inlltltll-
tion's tlscal year. Prelletennined or fiJl:ed
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rates may replace provisional rates at any
time prior to the close of the 1netitution's
fiscal year. If a provisional rate is not re-
placed by a predetermined or find rate prior
to the end of the inStitutiOD'S nscal year, a
fina.l rate will be establillhed and upward or
downwardadjustmente wlli be made baaed on
the actual allowable coste inCurred for the
pertod involved.

7. Fixeci Rates for the Life of the Sp01l8oTeci
AgTeement

Except &B provided in paragraph (cXl) of
13JO.414 Indtrect (F&A) coste, Federal agen-
clee must use the negotia.ted rates, muet
paragraph (b)(I) for indirect (F&A) coste in
effect at the time of the initial award
throughout the life of the Federal award.
Award levels for Federal awards may not be
adjusted. in future years as a result of
chaDges in negotiated rates. "Negotiated
ratee" per the rate agreement include fiIl&l.
flxed. 8Jld predetermined rates and exclude
provisional rates. "Life" for the purpoee of
this subsectton mea.ns each competitive seg-
ment of a project. A competitive segment Is
a period of yean approved by the Federal
awarding agency at the time of the Federal
award. If negotiated rate agreemente do not
extend through the life of the Federal award
at the time of the initial award, then the ne-
gotiated rate for the last year of the Federal
award must be e%tended through the end of
the life of the Federal award.
b. Except Ill! provided in § llOO.414 Indtrect

(F&A)coste, when an educational 1Detltution
does not have a negotiated rate with the
Federal Government at the time of an award
(because the eduoational1netitution is a new
recipient or the parties cannot reach agree-
ment on a rate). the provleional rate used at
the time of the award must be adjusted once
a rate Ie negotiated and approved by the cog-
n1z&ntagency for indirect costa.

8. Ltrmtation on ReimbltTsement of
.AdministTative COlts

a. Notwithstanding the provisiOns of sub-
section C.I.a, the administrative coste
charged to Federal awards awarded or
amended (including continuation a.nd re-
newal awards) with effective dates beginning
on or after the start of the instltutlon'8 first
fiscal yll&1'which begins on or after October
I, 1991,must be limited to 26% of mod1f1ed
total direct coste (&8 det1ned in sublleetlon 2)
for the total of General Administration and
General Expenaes, Departmental Adminis-
tration, Sponsored Projecte Adminlstra.tion,
and Student Adm1DJstration and Services
(including their alloe&ble share of deprecia-
tion. interest ooete, operation and mainte-
nance expenses. a.nd fringe benefite coete, Ill!
provided by Section B, Identification and &8-

signment of Indirect (F&A) coste, and all
other typee of expenditures not listed sp&-

2 CFRCh. II (1-1-15 Ecltlon)

cifically Ullderone of the lIubcategoriell or fa.-
cIlities in Section B.
b. Institutions should not ch~e their ac-

counting or cost allocation methods if the ef-
feet is to cba.ngethe charging of a particular
type of cost from F&A to direct, or to reclas-
sity costs, or increase allocations trom the
adminilltrative pools Identified in paragraph
B.I of this Appendi:l:to the other F&A cost
pools or frlnge benefits. CognI.za.ntagencies
for indirect cost are authorized to allow
changes where an 1netitutlon's cba.rg1ng
practices are at v&r1ance with acceptable
practices followed by a substantial majority
of other Institutions.

9. .Alternative Metfwd for .Admtnt8tTattve Costs

a. Notwithstanding the provisions of sub-
section C.l.a., an 1nlltltutlon may elect to
claim a fi%edallowance for the "Admln1s-
tration" portion of indirect (F&A)coste. The
allowance could be either ~4% of modified
total direct coate or a percentage equal to
95% of the most recently negot1ated llxed or
predetermined ra.te for the coet pools in-
cluded under "Adm1n1Iltra.tion"as denned in
Section B.l, whichever 18lllllll.Under this al-
ternative, no cost propoeal need be prepared
for the "Admin1Btr&tion"portion of the indi-
rect (F&A)cost rate nor 1sfurther ident1!1ca-
tion or documentation of these ooste re-
quired (see subsection c). Where a negotiated
indirect (FckA)cost agreement l:D:cludeethis
alternative, an 1nBtlt.ution must ma.ke no
further charges for the expenditure cat-
egories descr1bed in Section B.6, General ad-
ministration and general expensllll, Section
B.6, Departmental adm1D1atration 9%pllJlSBS,
Section B.7, Sponsored projects &dm1Il1atra-
tion, and Section B.9, Student &dm1Il1stra.-
tion and services.
b. In negotiations of ra.tes for subsequent

periods, an institution tha.t has elected the
option of subsection a may continue to exer-
cise It at the same ra.te without further iden-
tification or documentation of cost6.
c. If an institution elects to accept a.

threshold rate &B deflned in subsection a of
this section. 1t 18not required to perform a
detaUed analylla of ite a.dm1n1stratlve coste.
However. in order to compute the facilities
components of its Indirect (F&A) cost rate,
the 1nlltltutlon must reconcUe ite 1Dd1rect
(FIkA) cost. proposal to its f1n&nc1alstate-
mente a.nd make appropriate adjustments
and J'scl8.lllliticationsto ident1!y the costs of
each major function as dsftned in Section
A.1, &8well as to identifY and allocate the fa-
cilitieB componente. Administrative costa
that are not 1dent1f1edas such by the insti-
tution's accounting system (such as those in-
curred in academiC departments) will be
cl&s81f1ed&8 1nlltnlctional coste for purposes
of reconclling Indirect (F&A) cost proposals
to flDancialstetemente and allooatlDg facUi-
ties coste.
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10. Individual Bate Compcments

In order to )lrovide mutually agreed-upon
information for management JlW1lO6t!S,each
indirect (F&A) cost rate negotiation or de-
termmataon must include develoJllllent of It
rate for each indirect (F&tA)coat pool as well
as the overall indirect (F&A) coat rate.

11. Negotiation and Approval of /nt11rect (FltA)
.Rate

a. Cognizant agency for indireot coata is
defined in Subpe.rt A-Acronyms and Defini-
trona.
(1) Cotlt n8got1&t1oncognizance 1BllIllligned

to the Department of Health and Hum&n
Services (BRS) or the Department of De-
IeDlle'sCMoe of Nan.l Reaaarcli (DOD), nor-
mAlly depending on which of the two agen-
cies (HHS or DOD) providee more funds to
the eduoa.tiona.l institution for the most re-
cent three years. In!orma.tion on funding
must be derived from relevant data gathered
by the National 8cilmCBFoundation. In casee
where neither HHS nor DOD provides Fed-
eral funding to an educational institution.
the cogn1za.nt agency for indirect coste as-
eignmlmt must default to HHB. Notw1th-
standing the method for cognizance deter-
mination desorlbed in th1Bsection, other ar-
rangements for cogn1sa.nce of a partlcula.r
educational institution may also be based in
part on the types of researoh )lerformed at
the educational institution and must be de-
cided based on mutual agreement between
HHS and DOD. Where a non-Federal entity
only receives funde 8.8 a subrectptent; 1200.831
Requ1rementl! for Jl'l88-through entities.
(3)After cognizance 18eetabl1abed. it must

continue for a tlve-ye&.rperiod.
b. Aoceptance of rates. See 1200.4U Indi-

rect (F&A)costs.
c. Correcting detlciencies. The cogn1za.nt

agency for indirect costs must negotIAte
changes needed to correct l!Y8teme deft.-
cienaies relating to acoountability for Fed-
eral awa.rde. Cogn1za.Dtagencies for in4irect
costs must &c1drllllBthe concerns of other af-
feote4 agenoies, 1'8aJlllropriate. and must ne-
gotIAte epec1B.lrates for Federal agenciee
tha.t are reQ.uired to l1mlt recovery of indi-
rect costs by statute.
d. Resolving Q.uestioned costs. The cog-

nisant agency for indirect costs must, con-
duct any neceeeary negotiations with AD edu-
oa.tionallDBtitution regard1ng amounts ques-
tioned by audit that are due the Fe4eral
Government related to costs covered by a ne-
gotlated agreement.
e. Relmbureement. Relmbursement to cog-

Il1zant agencies for indirect costs for work
performed under th1BPart may be made by
reimbursement bllllng under the Economy
Act. 31U.S.C. 1535.
f. Proce4ure for establishing facilities and

e.dm1n1stratiVBrates must be establ1Bhed by
one of the following methode:

pt. 200, App. III

(1) Form&! negot1&tion. The cognizant
agency for indirect costs is responsible for
negotiating and approving rates for an edu-
cational institution on behalf of all Federal
lI4l"encies.Federal awarotng agencies that 40
not have cornizance for indirect costs. must
notify the oogn1za.nt agency for indirect
coste of 6J)ecif1cconoerns (i.e.• a nsed to 88-
tabli6h spec1B.lcost rates) which could a.ffect
the negotia.tion Jll'O0866.The oogn1zant agen-
Cy for ind1rect costs mUllt addresll the con-
cerns of all interested agencies. as appro-
priate. A pre-negotIAtion conference may be
1lChed.u1adamong all interellted agencies. if
necessary. The cognizant Agency for indirect
cost.s must then a.rraJlgll a negotiation con-
ference with the educationai lDBtltut.ion.
(2)Other than formal negotiation. The cog-

nizant agency for indirect costs and edu-
cational lDBtitution may reach an agreement
on rates without a formal negotiation con-
ference; for example, through correspond-
ence or use of the llim)l11f1e4method de-
scribed In th1Bsection D of this AJlIlBDdix.
g. Formalizing determinations and agree-

ments. The cogniza.Dt agenoy for indirect
costs must. forma.lize &11determinations or
agreements reached with an educational in-
Iltitution and provide copies to other lI4l"en·
ctea having an interest. Determ1na.tlons
abould include a description of IUlYadjWlt·
mente. the actual amount, both dollar and
percentage adjusted. anll.the reason for mak-
ing adjustments.
h. DlBputes and dieagreements. Where the

cogn1za.ntagency for indirect coats 1&unable
to reach agreement With an educational in-
stitution with regard to ra.tee or a.udlt reeo-
lution, the apJ)eal system of the cogn1za.nt
agency for in4irect oosts mUllt be followed
for resolution of the dlaagreemsnt.

'12. Standard FormDJ.for Submission

For facilities and admlnistrative (indirect
(F&A» rate )lroposals. educational lDBtitu-
tions m1lllt use the standa.rd format, shown
in section E of this appendix, to submit their
indirect (F&A) rate proposal to the cog-
nizant agency for ind1rect coats. The cog-
n1sa.nt lI4l"encyfor indirect coats may, on an
institution-by-inBtitution baste, grant excep-
tions fi.om all or portions of Part n of the
atanda.rd format requirement. Th1Brequire-
ment dOBenot ap)lly to educational institu-
tions tha.t 118ethe slmpUf1sd method for oa.l-
culatfng indirect (F&tA)rates. ae deecribed in
Section D of thi6 Appendix.
As provided in section C.10 of this appen-

dix. eacb F&A 008t rate negotlation or deter-
mination must include development or & rate
for each F&A cost pool as well as the overall
F&.Arate.
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D. SIMPLIFJRDMETHOD FORSMALL
INIlTlTll'I'IONS

1. General

a..Where the total direct cost of work cov-
ered by this Part at an 1netitutlon d088 not
eJlceed 110million In a fi.scal year, the eIm-
pllfled procedure deacrlbed in 8UblleCti0D82
or S may be used in determ1nin8' allowa.ble
iDdirect (F&A) coats. Under tbJ1! IlimpliOed
procedure, the 1net1tutlon's most recent an-
nual ftDancial report and immediately aV&11-
able BUpportlJlginformation must be uWised
a.B& baals for determining lJle indirect (F&A)
cost rate applicable to all Federal &ward6.
The institution may use either the sa.l&ries
and WII&"Ba(see Bubsection 2) or mod1f1ed
total direct coste (see subeectaon S) &Bthe
distribution b&8IB.
b. The elmplified procedure sbould not be

Wledwbere It produces resulte which a.ppear
inequitable to the Federa.l Government or
the institUtion. In any such case, indirect
(F&A) coste should be determined througb
use of the regular procedure.

2. Stmplljfed ProceduTe-Salarie8 and Wages
Base

a. Estebl1llh the total a.mount of B&la.riee
and wlI&"espaid to a.ll employees of the inIltl-
tution.
b. Establ1llh an indirect (F&A) coat pool

COD8ietiJJgof the expenditures (exclusive of
capital Items and. other coats apec1t1caliy
Identified &Buna.llowable) wblch customarily
a.re cla8llified uncler the following titles or
their equlva.lents:
(1) General a.dm1n1Btrationand genera.! BJl-

pensee (excl118.lveof coeta of student admlnlB-
tr&tlon and eervioea, student activities, stu-
dent &1d,and l!Cbola.r8b1Jl1l).
(2) Operation and maintenance of physical

plant and depreciation (a.fter appropriate ad-
justment for coste applicable to other InStI-
tutlona.l actlvl tles).
(3)Library.
(4) Department adminiStration expenses,

which w111be computed &B20 percent of the
sa.larles and expen8es of deans and beads of
departmen~.
In those cases where expendlturee cla.sel-

fied under subsection (1) h&ve previously
been allocated to other 1netltutlonal activi-
ties, they may be Included In the Indirect
(F&A) cost pool. The total a.mount of Ba.1&-
rles and w&&"esincludedin the indirect (F&A)
coet pool must be separately Ident1t1ed.
c. Establ1ah a sa.lary and wage diStribution

base, determined by deducting from the total
of 8a.larIes and wages as establlllhed In sub-
section a from the a.mount of eala.r1es and
wages Included under subsection b.
d. Establ1llh the indirect (F&.A)cost rate,

determined by dividing the a.mOUJItIn the In-
direct (F&A) cost pool, Bubsectlon b, by the

2 CFRen, II (1-1-15 Edition)

amount of the distribution b&Be,subsection
c.
e. Apply the Indirect (F&A) cost rate to di-

rect sa.lar1es and wagllll for individual lI&"Tee-
ments to determine the amount of indirect
(F&A) coste II.llocable to such agreements.

3. Stmpltfled PTOcedur&-Motfijied Total Direct
Colt Base

a. Establish the total coste Incurred by the
lnlltitution for the bue period.
b. Eeta.b11llhan ind1rect (F&A) cost pool

consl8ting of the eIPBndituree (exclusive of
capital Items and other coste spec1flcally
identified &Bunallowable) which customarily
are cla8Il10ec1under the following titles or
their equivlllents:
(1) General adm1n1Btra.tlonand genera.! ex-

penses (llIclUll1veof costs of etudent adminis-
tration and services, student activities, stu-
dent ald, and scholarships).
(2) Operation and maintenance of physical

plant and depreciation (after appropriate ad-
lustment. for costs applicable to other Instd-
tutlonal activities).
(3) Library.
(~) Depe.rtoment administration ellpenses,

wblch 10111be computed &8 20 percent of the
sa.lanes and eIPBDSeIlof deans and beads of
departments. In those caeea wbere eIPBndi-
turea olaes1t1ed under subsection (1) have
previously been allocated to other institu-
tional &ctivltles, they may be included in the
indirect (F&.A)cost peol. The mod1t1edtotal
direct coste amount inoluded In the indirect
(F&.A)cost pool must be separately identl-
Oed.
c. Establ1llh a modified total direct coet

distribution base, as defiDed in Section C.2,
The d1Btribution baals, that constste of all
institution's direct fl1nctlons.
d. Establ1ah the indirect (F&A) coat rate,

determined by dividing the amount in the in-
direct (F&A) cost peol, lubsectlon b, by the
amount of the dIBtribution ba.se, subsection
c.
e. Apply the indirect (F&A) cost rate to

\.he mod11ledtotal direct coste for individual
agreements to determine the amount of indi-
rect (F&A) costs allocable to such agree-
ments.

E. DoouMENTATlON REQUlll.BMBNT8

The standard format for documentation re-
quirements for Indirect (indirect (F&A» rate
propoea.l8 for claimlng costs under the reg-
ular method Is avallable on the OMB Web
site here: http://wwW.whjteIlQUle.go11lomllt
{/Tanis JOTTIU.

F. CERTIFICATION

1. Certj.fjca.tlon of Cllar(1U

To aeeure that expenditures for Federa.!
a.wards a.re proper and in accordance with
the agreement documents and approved
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project budgets, the annual aDd/or fmal fis-
cal reports or vouchers requeet1ng payment
under the agreemente will Include B. cert111-
cation, ligned by an authorized omC1al of
the unlvers1ty, which read8 "By a1gning th1.6
report. I certify to the beet of my knowledge
md belief thB.t the report is true. complete.
md accurate, and the expenditures, dlsburse-
mante and caah receipts a.re for the purposes
md Intent aet forth In the award documente.
I am aware that any Calae, fictitious. or
fraudulent iDfonnatlon, or the om1selon of
a.ny mater1al fact, may subject me to crimi-
nal, civil or adm1n1atra.tlve penalties for
fraud, falee .tatementa, false cla1me or oth-
erwiBe. (U.S. Oocle,Title 18, Section 1001 and
T1 tJe 31, SectlOJlll3'12lHI'133 and 3801-3812)" .

2. Certification of IndiTect (FrtA) Costs

a. PoliCy. CognJzan.t agencies must not a.c-
cept a proposed Indirect cost rate unless
such coata bave been certlned by the edu-
cational institution W!1ngthe OertiDcate of
indirect (F&A) Ooata Bet forth In subsectlon
F.2.c

b. The cert1ncate must be signed on behalf
oC the institution by the chief fiD&ncialoID-
'car or an individual designated by an indi-
vidual at a levsl no lower than vice preaident
or chief fiD&nclalomcer.

An 1Ddlrect (F&A) cost rate Is not biDding
upon the Federal Government if the most re-
cent required propoaal from the 1nBtltution
has not been certified. Where It Is nec8Bl!llry
to establish Indirect (F&A) cost rates. and
the institution haa not submitted a certified
proposal for establJah1Dg such rates In ac-
oordance with the requiremente of this "sec-
tion, the Federal Government must o.n1la.ter-
ally eetablish such rates. Such rates may be
based upon audited h1etorlcal dAta or BUch
other data that bave been furnished to the
cogniz.a.nt&gency for Indirect costa and for
which it can be demoJllltra.ted that all unal-
lowable costs have been excluded. When Indi-
reot (F&A) cost rates a.re un1laterally estab-
lished by the Federal Government because of
fa1lure of the 1nat1tutlon to subm1t a cer-
tiDed proposal for Il8tabl1sh1ngsuch rates In
acoordance with this section, the rates es-
tablished will be aet at a level low enough to
BJlllure that potentially unallowable costs
will not be reimbursed.

c. CeTti{icatB. The cert1flcate required by
tb1e seotion must be in the following form:

CKRTIFICATB OF INDIRECT (F&A) COSTS
This i.e to certify tha.t to the beet of my

kDowledgeand belief:
(1) I bave reviewed the indirect (F&A) cost

proposal submitted herewith;
(2)All costs Included 1n this proposa.l [iden-

tify date] to establish b1lllng or f1Da.lindi-
rect (F&Al costs rate for [1dentlfy period
covered by rate] are allowable In accordance
w1th tbe requlremente of the Federal agree-

pt, 200. App. IV

ment(e) to which they apply and with the
cost prmclplBB applicable to those agree-
mente. '

(3)This proposal does not Include any coste
which are unallowable under applicable cost
priDC1pleeSlIch as (without l1m1t&tion):pub-
I1c relations costa, contributions and dona-
tions, entertainment costs, fines and pen-
alties, lobbying coate, And defense of fraud
proceedings: and

(4) All costa included In this proposal are
properly allocable to Federal agreements on
'the basis of a benefic1&lor causal relation-
ship between ths upenaee 1DcDrrsdand the
agreemente to which they are allocated In
accordance with applicable requlrementa.
I l'eclare that t.l.leforB8:oing1s true and cor-

rect.
lJllltitution of Higher Education:
Bignature:
Name of OffiCial:
Title:
Date of Execution:
['78 FR 78608, Dec. 26, 3013, as amended at 79
FR 75888. Dec. 19, 2OH]

APPENDIX IV TO PART 2llO-INDIRECT
(F&A) COSTS lDENTIFlCATION AND
AS8IGNMENT, ANDRATE DB'I'ERMINA-
TION FOR NONPROFIT ORGANIZA-
TIONS

A.GENERAL

1. Indirect costs are those that have been
Incurred for common or joint objectives and
cannot be read1ly identitled with a pa.r-
tlcular final cOllt objective. Direct cost of
minor amounts may be treated as Indirect
costa Wlder the conditloJlll described In
1200.413 Direct costa paragraph (d) of this
PArt. After direct COBtahave been deter-
mined a.nd aaslgned directly to awards or
other work as appropriate, 1Dd1rectcoste are
those remaining to be allocated to benefit-
ting oost objectives. A coat may not be allo-
cated to a Federal awArd aa aD indirect cost
If any other coat Incurred for the same pur-
poae. In I1ke etrcumstancee, baa bean ae-
signed to a Federal awArd&8 a direct COlt.

"MaJor nonprofit organizatiOns" are de-
t'lned In 1200.414 Indirect (F&A) costa. See in-
direct cost rate reporting renutrementa iD
seCtiOIlSB.2. e and B.3.g of this Appendix.

B. ALLoCATION OF lNDIRECrOOSTS AlID
DKTEl\MINATION OF INDIRECT COST RATBB

1. GeneTal

a. If a nonprofit organ1za.t1onbaa only one
major function, or whBnl all ita major func-
tions benefit from ite indirect coste to ap-
proz1mately the ae.medegree, ths allocat1on
of indirect costs and the computat1on of An
1Ddirect cost rate may be accomplisbed
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through simplified allocation procedures. u
descr1becJIn eectlon B.2 of th1BAppendlx.
b. If an organization ba.e several major

functiona which benefit from U.s indirect
C08t1!jn varying degrees, allocation of indi-
rect coeta ma.y require the accumulation or
such coati! into separate cost groupings
which then are allocated iDdividually to ben-
efitting function.e by mea.ne oC a baBewhich
best measDl'es the rela.tive degree oCbenefit.
The indirect 008ts a.llooated to ea.ch function
are then distributed to iDdlvldoal Federal
a.wa.rdsa.nd other a.otivltiea inoluded in that
function by me&IIBoC lUl indirect coet ra.te(Il).
c. The determina.tion of wha.t constitutes

a.n organization's major functloDll w1ll de-
pend on lte purpose in being; the types of
services it renders to the public, ItI! cl1ente.
and its members; and the amount of effort it
devotes to such a.ctivlties B.Il fundra.1sing,
public information a.nd membership a.ctlvl-
ties.
d. SpecUlc methods for allocating indirect

coste and computing indirect c08t rates
along with the conditions under which ea.ch
method should be used are descr1bed In sec-
tion B.2 througb B.5 of this Appendix.
e. The we period for the allocation of in-

direct costs Is the period in which IIUchcoete
are iDourred and accumulated for &llocation
to work performed In that period. The bue
pertod normally lIbould coincide ~th the or-
ganization's t1Bcal year but, in &DYevent,
must be so selected a8 to avoid inequities In
the allocation oC the ceete.

2. Simplified Allocation Met1tOO

8.. Where a.n arga.n1za.tion's ma.Jorfunctions
benefit from Its indirect coste to a.pproxl-
mately the same degree. the allocation of In-
direct oosts may be a.ccompliBhedby (1)sepa-
rating the Cl1'1l'&Dization'stotal oostl! for the
ba.se period u either direct or iI1d1rect,&Dd
(ti) dlv1d1Dg the total allowable indirect
coeta (net of applica.ble credits) by a.n equi-
table distribution we. The result of thls
proceas IBan indirect cost rate which Is ueed
to distribute Indirect costa to individual
Federal awards. The rate should be expreBBed
as the percentage which the total amoUDtof
allowable Indirect c08ts bears to the base se-
lected. ThIs method should also be used
where an organization ha.Bonly one ma.Jor
function encompa88iDg a number of indi-
vidual projects or a.otivitles, and may be
used where the level of Federal awards to an
orga.nization is relatively small.
b. Both the direct coats and the Indirect

costs must exclude capital expenditures and
unallowable costa. However, un&llowable
costs whicb represent activities must be in-
cluded in the direct coste under the condi-
tions described in 1200.413Direct costs. para-
graph (e) of thlB Part.
c. The distribution base may be total di-

rect coste (excluding capital expenditures
and other dlstortlng Items, sucb as Bub-

2 CFRCh. II (1-1-15 EcItion)

award8 for tiS.GOO or more), direct salaries
&Ddwages, or other base whlcb results in an
equitable dIBtribution. The distribution bB.Ile
must axclude participant support costs B.B de-
fiDed in 1200.75PartiCipant IlUpportC08ts.
d, Except where a epeclal rate(8) IB re-

quired in a.ocordance with sectton B.6 of this
Appendix. the indirect cost rate developed
under the a.bove principles is a.ppllca.ble to
a.ll Federal awa.r4s of the organization. If a.
speCial ra.te(s) Ia required. appropriate modJ-
fica.tlona muat, be made in order to develop
the special ra.te(s).
e. For &Dorga.n1zation that receives more

than SID rn1lllon in Federal funding of direct
coste in a t1Bcalyear. a breakout of the indl-
ract cost component into two broad cat-
egories, Fa.cIl1t1ea&DdAdm1nlatration a.s de-
fined in section A.S of this .Appendix, is re-
quired. The rate in ea.cb ca.se must be stated
as the percentage which the &mount of the
particular indirect COltcategory (i.e., Facili-
ties or AdmiIlistra.tlon) Is of the dil!tribution
base IdentJt1edwith that category.

3. Mu/tiJlle Allocatitm Base Method

a. General. Where &Dorga.n1za.tlon's indi-
rect oosts benefit its major functions in
varying degrees, indirect costl! must be accu-
mulated into l8par&te cost groupings, as de-
BCribed in subpa.ra.grapb b. Each groupiDg
must then be allooated individually to bene-
fitting functions by means of a base wblob
best measuree the relative benente. The de-
fault alloca.tion ba.sB.Ilby cost pool are de-
ecribed in section B.a.c of th1BAppendix.
b. I4ent1t1cation of Indirect costs. Cost

group1np must be establJahed eo as to per-
mit the &lloca.tlon of ea.ch grouping on tbe
basiB of benenta provided to the major func-
tiona. Each grouping must constitute a pool
of expenees that are of lilte character in
terms of functiona they benefit and in tsrms
of the &lloca.tion baBe which beet mea.sures
the relative beneflte provided to ea.cb func-
tion. The CTouP1ngSue clB.ll8ifiedwithin the
two broad ca.tegories: "Fa.clUties" a.nd "Ad-
miDlstration," as described In section A.a of
this Appendix. The indll'ect coet poole are de-
fined as follows:
(1) Deprecla.tlon. The expenses under th1B

beading are the portion of the costs of the
organization's buildings, ca.pltal improve-
ments to land a.nd buildings, a.nJ1 equipment
which are computed In accordance wltb
t 200.486 Depreciation.
(2) Interest. Interest on debt aeeoclated

with certa.1n buildings. equipment and cap-
Ital improvements are computed in a.ccord-
ance with t200.t49 Interest.
(3) Operation a.nd ma.intena.nce expense6.

The expenees under th1B hea.ding are those
that have been incurred for the administrA-
tion operation, ma.iDtenance, preservation,
and Protection of the orga.n1za.tion'8 physical
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plant. They 1IIclude expenses normally 1II-
curred for such Items as: janitorial and utU-
Ity services; repairll and ord1Ilary or normal
alterations of bulldinga, fnrniture and equiJ>-
ment; care of grounds: maJntenance and OJ>-
eratlon of bulldlllge and other plant f'a.c1li-
ties: seourity: earthquake and dl8a.llter pre-
pa.redneea; environmental safety; haza.rdous
waste disposal; property, liabWty and otber
1IIeurance relat1Dll' to property; apace &Ild
capital leas1Ilg; fa.c1l1typ1a.nningand man-
agement; &Ild central recelv1Ilg. The oper-
ation and matnteDaDC8 expeIIl!eBcategory
must also include its allocable Bbare of
f.r1IIgebenent coats, depreciation. and 1IIter-
esi coati!.
(4) General adm1Illstra.tion and general ex-

penses. The expenaee un~er Ulls heading are
those that bave been 1IIcurredfor the overall
general ezecutlve and admtD1stra.tlve otnces
of the orga,nizatlon and other expenees of a
general nature which do not relate solely to
any major function of the organization. ThiS
category must also include ltB alloca.ble
ebare of fringe benent costs, operation and
ma1IItenanC6 expense, depreciation, and in-
terest OOBtI!.Exa.mpl88 of this category In-
clude central officee. such as the director's
office. the office of f1Ilance. busin8B8 eerv-
Ices, budget and plarmlng, pereonnel, aa.fety
and riBk management, general counsel, man-
agement Information systems, and librarY
costs.
In developing WI! ccst pool, special care

ebould be exero1Bedto ensure tbat coste In-
curred for the eame purpose In liks cir-
cumstances are treated consistently as ei-
ther direct or 1IIdirect eoets. For example.
salaries of technical statI. project supplies,
project pnblication. telephone toll charges,
computer costa, travel COIIts. and specialized
services coati!muat be treated as direot coete
wherever Ident11la.ble to a partIcular pro-
gram. The sa1&rleeaild wages of a.dm1IliBtra-
tive and pooled clerical staff should nor-
mally be treated as Indirect costs. Direct
charg1ng oC these costs may be appropriate
as described 1II 1200.418 Direct Costs. Items
such L8 omce supplies, postage. local tele-
phone costs, perlodlca1e and memberah1pe
Bbouldnormally be treated as indirect ecate.
c. Allooatlon bases. Actual conditions

must be taken into &ooount In select1ng the
ba.aeto be ased In allocating the eXPBDB8Sin
each grouping to benefitting CUDCtlone.The
_ntial consideration 1IIselecting a method
or a base is that It 1s the one best 8uited for
ass1gD1ngthe pool of costs to cost objectives
In accordance with beneflts derived; a trace-
able cause and effect relatioDBh1p;or lOgiC
and reason, where neither the cause nor tbe
effect of the relationship iB determlnable.
When an allocation can be ma.de by &l!Il1gn-
ment of a coat grouping directly to the func-
tion benentted, the allocation mast be ma.de
In that manner. When tbe expeDBeSin a cost
grouping are more general 1IInature. tbe a.l-

pt. 200, App. IV

location must be made through the use of a
eelected base which produces results that are
equitable to both the Federal Government
a.Ddthe organization. The diBtrlbutlon must
be ma.de in accordance witb the bases de-
BCribedhere1Il unless It can be demonstrated
that the use of a different bass would result
in a more equitable allocation of the costs,
or that a more ~ avallable baBewould
not increase the coets charged to Federal
awards. The results of special cost studies
(such as an eng1IIeer1ngutility study) must
not be Ulllldto determine and allocate the in-
direct COBU to Federal awa.rd8.
(1) Depreciation. Depreclatlon expenses

must be allocated In the following manner:
(a) Depreciation on buUd1nge ueed exclu-

sively In the conduct of a Bingle function.
and on capital improvements and equipment
used In such bulldlng~. mU8t be a8l!igned to
that function.
(b) Depreciation on buUdinga used for more

than one tunction, and on capital improve-
ments &Ildequipment used in such buildings.
must be allocated to the Individual functions
performed 1II each building on the baeie of
usable equare feet or spa.c8, excluding com-
mon areas, such L8 baJlw&ys, stairwells, and
restl'Ooms.
(c) Depreciation on buildings, capital im-

provements and equipment related epa.ce
(eg., individual rooms, and 'laboratories)
used Jointly by more thADone function (as
determined by the users of the sp&os)must
be treated as follon. The cost of each joint,-
ly used unit of space must be allocated to
the beneflttlng functions on the basis of:
(i) the emploYIl8lland other asers on a fUlI-

time equivalent (FTE) baIliBor aalarl811and
wages of those individual tunCtiODBbenent,-
ting from the use of that sp&ce;or
(11) organisation-wide employee FTEs or

salaries aDdW&ge8applicable to the benent.-
tlng functions of the organ1l1&tlon.
(d) Depreciation on certa.in capital im-

provements to land, sucb as paved parking
areas, fences, a1dewalke. and the like, not 1II-
cluded 1IIthe cost of bulld1ngs, must be allo-
cated to user categories on a FTE basis and
distributed to major functions in proportion
to the salariea and wages or all employees
applicable to the functions.
(2) Interest. Interest Costs must be allo-

cated In the same manner as the deprecia-
tion en the buUdinge. equipment and capital
equipment to which the interest relates.
(8) Operation and ma.1DteDaDceexpenses.

Operation and marntenanoe expenses must
be alloca.ted in the same manner &8the de-
preciation.
(4) General a.dm1niBtration and general ex-

penses. General administration and general
expenses must be allocated to benefitting
runctrons based on modified total coste
(MTC).The MTC is the modlned total dtrect
costs (MTDC). &13 dllllcr1bedin Subpart A-
Acronyms and Deflnltions of Part 200. plus
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the allocated indirect cost proportion. The
exPensee included in this category could be
grouped first accordl.Ilgto major functions of
the organizatiOD to which they render serv-
icee or provide benefits. The aggregate ex-
pensee of each group must then be allocated
to benefitUng functions based on MTC.
d. Order of distribution.
(1) Indirect coat categorlee coD81sting of

depreciation, interest, operation and mamte-
nance, and general administration and gen-
eral expenses most be allocated in that order
to the rema1n1Dgindirect COIIt ca.tegorlee as
well as to the major functions of the organi-
zation. Other cost categorlee should be allo-
cated in the order determined to be moat ap-
proprla.te by the organisation. This order of
a.lloca.tion dOBSnot apply 11CI'088 allocation
01costs Is m&deas provided In section B.3.d.2
of this Appendix.
(2)Normally, an indirect coot category will

be considered cl08ed once it ba.Bbeen allo-
cated to other cost objectivee, 11.04 costs
must not be subeequently allocated to It.
However, a C1'OB8 allocation of coats betwSeJl
two or more indirect costs categories could
be used if such allocation will result in a
more eQuitable allocation of coots. If a cross
allocation is uaed, an approprlate moditica-
tion to the composition of the indirect cost
categories is required.
e. Application of indirect cost rate or

rates. Except wbere a special indirect cost
rate(s) is required in a.coordAncewith section
B.5 of th1e Appendix, the sepa.rate groupings
of indirect costs allocated to each m&jor
function must be aggregated and treated as a
common pool for that function. The coats in
the common pool must then be distributed to
individual Federal awa.rdll included in that
cunctlon by use ofa single indirect cost rate.
f. Distribution baals. Indirect coeta must

be distrlbuted to applicable Federa.l awarde
and other beneQtt1ng activities within each
major function on the basis of MTDC (see
defln1tion in 1200.68 Modified Total Direct
Cost (MTDC)of Part 200.
g. Ind1vidll&lRate Componenta. All indi-

rect C08t rate must be determined for eacb
separate indirect cost pool developed. The
rate in eacb case must be ata.ted &8 the per-
centage which the amount of the particular
indirect cost pool 18or the d1etribution base
Identified with that pool. Eacb indirect cost
rate negot1ation or determ1na.tlon agreement
must include development or the rate for
eacb indirect coot pool as weUas the overall
indirect cost rate. The indirect oost pools
must be ol&88ifjed within two broad oat-
egorles: "Facilities" and "Administration,"
as descrlbed in section A.3 of this Appendix.

4. Direct Allocation Method

a. Some nonprofit organiz,a.tioIllltreat all
coste 8.8 direct coste except general adminis-
tration s.nd general e:o:peDees.These orga.ni-
zations generally separate their costs into

2 CFRen, II (1-1-15 Edition)

three basic categoriea: (i) General admin1e-
tratiOIl and general expensee, (U) fund-
raIalng, and (Ill) other direct functions (in-
cluding projects performed under Federal
awarde). Joint costs, such as depreciation.
rental costs, operation and maintenance of
facllltiea, telephone expenses, and the like
a.re pror"ted indlvidua.lly as direct ooats to
eacb ca.tegory and to each Federal award or
other activity UB1nga blUlemost appropr1ate
to the partieular coat being prorated.
b. This method is aooept&ble,provided each

JOint cost is prorated UB1nga base which ac-
curately measures the benefits provided to
eacb Federal award or other activity. The
b&lle8most be established in accordanoe with
reasonable crlterla, and be supported by cur-
rent data. Tbls method is compatible with
the Standards of Accounting and Financial
Reporting for Voluntary Health and Welfare
Organ1zatiODB1Bsuedjointly by the National
Health Councll, rac., the National AeBembly
of Voluntary Health and Soci"l Welfare Or-
ganizations, and the United W"y oC America.
c. Undsr th1e method, indirect costs con-

8~ aclMW~y of general ~stratiOD
and general expenses. In all other respects,
the organization's 1ndlrect cost rates must
be computed in the same manner as that de-
scribed in section B.2 Simplified allocation
method oC this Appendix.

5. Speclo./ indirect CO!t Rates

In eome lnBtances, a Bingle indirect ooet
rate for all activities of an organization or
ror eacb major function oC Ule orge.n1za.tion
ma.y not be appropriate, smoe it would not
take into aooount thoae different factors
which may Bubstantially afiect the indirect
costs applicable to a pa.rt1cular segment of
work. For th1e purpose, a pArticular seement
of work may be that performed under a m-
gle Federal a.ward or it may consiat of work
under a. group of Federal awa.rdllperformed
in a common envirOnment. These fa.ctors
m&y include the physical location of the
work, the level or admlu1etratlve support re-
quired, the nature of the facilities or other
resources employed, the scientWc d1eOiplines
or techn1ca.l ak1Us involved, the orgaDiza-
tional a.rrangements used, or any combina-
tion thereof. Wben a pa.rt1cular segment of
work 18performed in an environment which
a..ppea.reto generate a 6ignifioantly different
level or indirect costs, prOv1siODBIlhould be
ma.de for a eepa.rate indirect cost pool appl1-
cable to such work. The sepa.rate indirect
cost pool should be developed during the
course of the regular allocation process, and
the separate indlrect C08t rate resulting
therefrom should be U&ed,provided lt is de-
termined that (1) the rate differs slgn1f1-
cantlf from that which would have been ob-
tained under sections B-2, B.a, and B.4 of this
Appendix, and (11) the volume of work to
which the rate would "pply is ma.terla..l.
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c. NEGOTIATlON AND ApPROVALOF lNDIRIlCT
COBTRATES

1. Definitions

As used 1IIthis section, the following terms
have the mea.n1ngs set forth in this section:
a. Cognl=nt agency /O'f indirect costs means

the Federal agency responll1ble for negoti-
ating and apJll'Ov1nglIId1rect cost rates for a
nonJll'Ofit organtzation on behalf of all Fed-
eral agencies.
b. I'ndetermined rate meaDBaDlIIdirect coat

rate, appUca.ble to & specified current or ru-
ture PBriod, UlRlallythe organ1zation's fiacal
year. The rate 18baaed on an estimate of the
coats to be Incurred during the period. A pre-
determined rate 18 not subject to adjust-
ment.
c. Fixed rate mll&lUla.n lIIdirect cost rate

which has the sa.me chara.cter18tics lIB a pre-
determined rate, exoept that the dlfference
between the estimated coste and the actual
coate of the period covered by the rate is car-
ried forward 88 an adjustment to the rate
computation of a subsequent period.
d. Final Tate meaDB an indirect cost rate

applicable to a apecified Jlll8tperiod which is
based on the actual costa of the period. A
f1na1rate 18not subject to adjustment.
e. PrOt)jsjonal rate OT billing rate means a

tamporary indirect coet rate applicable to a
specified period which is used for funding, 1II-
terim reimbursement, and report1ng lIIdirect
COIlteon Federal awards pendiIllr the estab-
Uehment of a final rate for the period.
f. Indirect cost proposal mea.ns the docu-

mentation prepared by an orga.nization to
substantiate ite claim for the reimbursement
of lIIdirect coate. Th1e propoeal JIl'Ovidesthe
bIl.B18for the review and negotiation lea.ding
to the eetablishment of an organtzatlon's 1II-
direct cost rate.
g. Cost objective mll&I1ll•. funotion, organ1za-

tional BUbdiv1s1on,contract, Federal award,
er other work unit for which ooat data are
desired and for which provision is made to
accumulate and meaeure the cost of proc-
esses, proJecte, jobs and capitalised projects.

2. Negotiation and Approval of Rates

a. UDle6B different arrangemente are
agreed to by the Federal agencies coneerned,
the Federal lLPDCY with the largest dolJ&r
value of Federal awa.rdawith an oi-ganlaation
w111be destgnated as the cogn18ant ageney
for Indirect coste for the negotiation and ap-
proval of the ~dlrect cost rates and, where
ne08lll!&rY,other ra teB sueh 8.8 !ringe benellt
and computer charge-out rates. Onoe an
agency Is ass1gned cognizance for a par-
ticular nonprofit organlaa.tlon. the assign-
ment will not be changed unlees there is a
shIft 1II the dollar volume of the Federal
awards to the organlza.tion for at least three
years. All concerned Federal agencies must
be given the opportunity to participate in

PI, 200. App. IV

tbe negotiation prooeee but, after a rate bas
been agreed upon, it will be a.ccepted by all
Federal agencies. When a Federal agency has
reUOD to believe that special operating l"a.c-
tore affecting lte Federal awards necesll1tate
special indirect cost rates in accordance
with section B.6 of this Appendix, it will.
prior to the time the rates are negotiated,
notify the oogniu.nt agency for Indirect
coste. (See alao 1200.414 Indirect (F&A) coste
of Put 200.) Where & non-Federal entity only
receives funds as a eubreciplent, S88 the re-
qulremente of 1200.331 Rsqu1rements for
pus-through entitles.
b. Except 88 othetw1Be provided In 1200.414

Indirect (F&A) coste paragraph (e) of thU
Part. & nonprofit organiza.tion which has not
previously eet.&bliehedan lIId1rect cost rate
with a Federal agency must submit its ini-
tial indirect cost proposal immed1a.tely after
the organ1zation is adviSed that a Federal
award wID be made and. in no event, later
thaD.three months after the etCectlve date of
the Federal aWard.
c. Unless approved by the COgntzantagency

for Indirect ooste in a.ccordance with f 200.414
Ind1rect (F&A) costs pa.racapb (0 of thIs
Part. organisations that have previously as-
tabUshed indirect coat rates must submit a
new indirect cost propoaal to the cognizant
agency for indirect coste within six months
after the close of each tlsca.l year.
d. A predetermined rats may be negotiated

for use ODFederal awards where there is rea-
sonable &B8urance,based on paet 8][perience
and reliable projection of the OrgantzatiOIl'S
coste, that the rate 18not likely to exceed a
rate baaed on the orga.nha.tiOD'Sactual coste.
e. Fixed rates may be negotiated where

predetermined rates are not coJ18l.deredap-
propriate. A fixed rats, however, must not be
negotiated If (1) a.ll or a Bublltanttal portion
of the organization's Federa.l awards are 8][-
pected to expire bllfore the carry-forward ad-
justment can be made; (11)the mix of Federal
and non-Federal work at the organtzatlon is
too erratiC to permit an equitable carry-for-
ward a.d.iastment; or (W) the organtzatlon's
operatioDl! fluctuate significantly from year
to year.
f. ProvisioDAland final rates must be nego-

tiated where neither predetermined nor fixed
rates are appropriate. PredetermlIled or
fixed ratflll may replace prov18lonal rates at
any time prior to the close of the organim-
tion's fiBcaJ year. If that event does not
occur, a final rate will be established and up-
ward or downward adjuetmente will be made
based on the actual allowable C08ts incurred
for the per10d Involved.
g. The rellulte of each negotiation must be

formal1zed in a written agreement between
the cognizant agency for indirect costs and
the nonprotlt organization. The cognizant
agency for inc11rectC08t.8must make avail-
able copies of the agreement to a.ll concerned
Federal agencies.
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h. J! fj, diapute a.rieee in a.negotia.tion of an
ind1rect cost rate between the cognlu.nt
agency for indirect coets &nd the nonprofit
organization. the dispute muet be resolved in
accordance with the appea.ls procedOreB of
the cognizant ~ency for indirect coate.
I, To the extent that problema a.re encoun-

tered among the Federa.l agencies in connec-
tion with the Jllllf(lt1ation a.nd approval proc-
ees, OMB will lend aBlIista.noeas required to
reaolve such problems in a timely manner.

D. Certification of Indirect (F&A) Coste

(1) Required Oertification. No propoaal to
eetablish indirect (F&A) cost rates must be
a.coeptable onleas BUchcoste have been cer-
tIDed by the non-profit organization Wli.ng
the Certi1lcate of Indirect (F&A) Coste set
forth in section j. of th1s appendix. The cer-
tificate muet be signed on behalf of the orga-
nisa.tion by an 1ndividoal at a level no lower
than vice president or chief financial officer
for the orga.niz&tion.
(2) Ea.ch indirect cost rate proposal must

be accompanied by a certification in the fol-
lowing form:

Certificate of Indirect (F&A)Coste

This is to certify that to the best of my
knowledge and belief:
(1) I have reviewed the indirect (F&A) coat

propoea.lsubmitted herewith;
(2) AlI coste inciuded in this propoaal [iden-

tify date] to establlsh bUl1ng or tlnal indi-
rect (F&A) costs rate for [identify period
covered by rate] are allOWAblein a.coordance
with the requiremente of the Federa.l a.wa.rde
to which they a.pply &I1dwith Subpart E-
Cost ~oiplBB or P&rt 310.
(8) This proposal does not include any coste

which are onallowa.ble UDder 8ubpa.rt E-
Coet Principles of P&rt 200 snch &B(withont
limitation): pnbllc relations coate, contribu-
tions a.nd donations, enterta.1nment coats,
fiIies and penalties, lobbying ooete, a.nd de-
fense oC CrAudproceedings; and
(4) All costs included in this proposaJ are

properly a.lloca.ble to Federal awa.rde on the
basis of a benefic1a.l or ca.usa.l relAtioll8h1p
between the expenses inourred a.nd the Fed-
eral a.warda to. which they are a.llocated in
accorda.nce with applicable requirements.
I declare that the foregOing is true and cor-

rect.
Nonprofit Organization: _
Signature:
Name of Official:
Title:
Da.te of Execution:

2 CFRCh. II (1-1-15 Edition)

APPENDIX V TO PART 200-STATE/LOCAL
GoVERNMENTWIDE CENTRAL SERVICE
COST ALLOCATION PLANS

A.GENERAL
1. Most governmenta.l units provide certain

services, such a.s motor poole, computer cen-
tere, pnrcbas1ng. a.ccouuting, etc., to oper-
a.tIni' agencies on a centralized bulB. 8ince
federally-supported •.wa.rde are performed
within the individual opera.ting agencies.
there needs to be a. proceaJ whereby these
central service costs C&Jlbe identified a.nd
uaigned to benefitted activities on •. reaaon-
Ablea.nd coD818tentbul8. The central service
cost alloca.tion pla.n provides that process.
All costs a.nd other data. used to distribute
the costs included in the plan ehould be BU~
ported by formal accounting a.nd other
records that will support the propriety of the
costs a.es1gnedto Federal awardS-
2. Gu1delines a.nd illustrations of central

eervioe coet a.lloca.tion plane are provided in
a. brochure publlshed by the Department of
Heal\.h a.nd Human Services entitled "A
Guide faT State. Local and Indian Tribal Gov-
ernments: Cost J"ri1lClp/eJ: 4nd ProcedUf'eJ for
Developi1l(/ Cost Allocation Plana cm4 hr4irect
Cost &tes for AgTeemenU lDttli em Federal
GOlIel'1IIIIent." A oopy of this brochure ma.y be
obta.lned from the HBS Cost Ailoca.tion 8erv-
Ieee or at their Web elte at IIttp&:I/
rates.pIC.goli.

B. DEFINITIONS

1. Agency or operaUfll1 age7iCJI means an or-
l'&Diza.tional unit or sub-division within a.
lrovernmentaJ unit that 18 respoJUliblefor the
perfonnance or &dm1n1Btration of Federal
a.wa.rds or a.ct1vitles of the governmental
unit.
2. Anocated central services means central

servlC8ll that benefit operating agencies bat
are not billed to \.he agenc1es on A fee-Cor-
service or 81m1la.rbW8. These coste are allo-
cated to benefitted agencies on some reason-
•.ble baaiB. Examples of such eervlces might
1nolude general a.ccounting, personnel ad-
miniBtration. purchasinlr, etc.
S. Billed central B~ce8 means central eerv-

ices that are bllled to benefitted agencies or
programs on an individual fee-fll1'-8lll'Viceor
81mlla.rbas1a. Typical exa.mples of billed oen-
tra.) eervloes lnclude computer eervices.
tra.n&portation services, Insurance, and
tr1np benefits.
4. CogniZ/1nt agency for indirect cosU is de-

fined in f 200.19 OlllfJl1za.ntagenoy for indirect
coste of this P&rt. The determ1na.tion of cog-
nizant agency {or indirect coets for states
and local governments 18 described in eection
F.l, Nell'otia.tion a.nd Approval of Oentral
Servioe Plans.
5. MQjur local government means local B'0v-

ernment that reoelves more than $100 million
In direct Federal awa.rde Bubject to this Part.
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c. SCOPE OF THB Cl!:NTRAL BERVlCB: COST
ALLocATIONPLANs

The central Bervlce cost allocation pla.n
will include all central service costs that
will be claimed (either as a billed or an allo-
cated coet) under Federal awards and will be
documented ASde8CI1bedin section E. Costs
of central services omitted from the plan
will not be reimblll"lllld.

D. SumoSBlONREQUIllEMBNTS

1. Ea.ch state will submit a pla.n to the De-
partment of Health and Human Services for
each year in which it claims central Ilervice
costs under Federal awards. 'nle pla.n should
include (a) a projection of the next year's al-
iocated central service cost (based either on
actual coets for the most recently completed
year or the budget projection for the coming
year), and (b) s. reconciliation of actual allo-
cated central service coste to the estimated
costs used for either the most recently oom-
plated year or the year immed1&tely pre-
ceding the most recently completed year.
2. Each major local government Is also re-

quired to submit a pla.n to lte cogntsant
agency for indIreCt costs llIlJIually.
3. All other looal govermnents cla.1m1ng

central service coste must develop a plan In
accordance with the requirements described
in thta Part and ma.inta.1nthe plan and re-
lated supporting documentation for audit.
These local governments are not required to
submit their plans for Federal approval un-
less they are speclfie&lly requested to do so
by the cognizant agency for Indirect coste.
Where a local government only receives
funds as a subrecip1ent, the paas-through en-
tity will be responsible for monitoring the
subrec1plent's plan.
4. All central service cost allocation plans

will be prepared and, when required, sub-
mitted within s1x monthe prior to the begin-
D1ngof each of the governmental unit's fill-
oal yem In which it ]roposes to claim cen-
tral service costs. Extensions may be grant-
ed by the cognizan t agency for Indirect costs
on •. case-by-cASebaB1s.

E. DoCUMENTATIONREQUJREMllNTS FOIl.
SUBMlT'J'ED PLANS

The documentation requirements described
in this ssction may be mod1fi.ed,expanded, or
reduced by the cogntsant agenoy for ind1rect
coats on •. cs.ee-by-case ba.sls. For example,
the requirements may be reduced for th088
central services which have little or no im-
pact on Federal awa.rds. Conversely, if a re-
view of a plan indicates that certain addi-
tiona1lnformation is needed, and wID likelY
be needed in future years, it may be rou-
tinely requested in fUture plan submissions.
Items marked with an asterisk (*) should be
submitted only once; subsequent plans
should merely indicate an~' changes since the
last plan.

PI,200,App.V
1. General

All proposed plans must be accompanied by
the following: a.n organ1za.tion chart suffi-
ciently detailed to show operations including
the central service activities of the state!
local government whether or not they are
shown ae benefitting O'om central service
f'lmctions; a copy of the Comprehensive An-
nual Financial Report (or a copy of.the Exec-
utive Budget if budgeted coats are being pro-
posed) to support the allowable costa of each
central service activity included In the plan;
and, a certification (see subeection 4.) that
the plan WASprepa.red in &llcorda.ncewith
this Part, contains only allowable coeta, and
was prepared in a manner that treated s1m1-
!ar costs consistently among the variOl1.8
Federal a.wards and between Federal and
non-Federal awards/activities.

2. AUocated CentTa/ Seroices

For each allocation central eervrce=, the
plan must also include the following: a brief
description of the service, an identification
of the unit rendering the service and the op-
erating agencies receiving the service, the
items of expense Included in the oost of the
service, the method used to distribute the
cost of the service to benefitted agencies,
and a summary schedule showing the alloca-
tion of each service to the specific benefitted
agenciee. If any self-insurance funds or
Q1.ngebenefits C08ts are treated as allocated
(rather than b1lled) central services, docu-
mentation di8cU88edin subsections 3.b. and
c. muet also be inoluded.

3. BiUed Services
a. General. The Information described in

this section must be provided for all billed
central services, including internal service
funds, self-Insurance funds, and fringe ben-
ent funds.
b. Internal servios fUnds.
(1) For sach internal service fund or simi-

lar activity with an operating budget of S!i
mllllon or more, the plan must Include: a
brief description of each service; a balanoe
sheet for each fund based on individWlJ.&C-
counta cont&1nedin the governmental unit's
accounting system; a revenue/expenses state-
ment, with revenues broken out by source,
e.g., relfUw b1lli.ngs, interest earned, etc.; a
l1sting of all non-operating transfers (1.8 de-
fined by Geners.lly Accepted Accountl.ng
Prtnciplee (OAM» Into and out of the fund;
a description of the procedures (method-
ology) ueed to charge the costa of each serv-
lee to usere, Including how b1ll1ngrates are
determined; a schedule of current rates; and,
a schedule comparing total revenues (Includ-
Ing imputed revenues) generated by the eerv-
ice to the allowable coati! of the aervice, as
determined under this Part, with an expla-
ns.tion of how vari&nceBwill be handled.
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(2) Revenues must consist of &ll revenues
generated by the service, iIlclud1ng unbilled
and uncollected revenues. If 80Jne users were
not billed ror the services (or were not billed
at the ra.u rate for that cla.es of users), a
schedule showing the full lmputed revenues
assoctated with thell8 users muet be pro-
vided. ExpeD88llmust be broken out by ob-
ject coet categorles (e.g., aAlArl6l!,supplies,
eto.).
c. Self-insurance fund!. For eAChself-lnllur-

ance fund, the pla.n m1lJlt iIlclude: the fund
balance sheet; a statement or revenue and
expenses iIlclud1Dg.a summary of bllliIlge
and cla1mll paid by agency; a lilltiIlg of all
non-operatiIlg tra.ns!erB into and out of the
fund; the type(lI) of riBk(s) covered by the
fund (e.g., automobile lil1.b1llty, workers'
compensation, eto.); an explanation 01 how
the level of fund contributions are deter-
mined, iIlcluding a copy of the current actu-
arial report (with the actu&rtal assumptions
used) 11 the contributions are determined on
an actuar1a.l bas1B;and, a descrlption of the
prooeduree used to charge or Al.locate fund
contrlbut1ons to benefitted activit1es. Re-
serve levele ill excess of claimll (1) submitted
and adjudica.ted but not pa.t.d,(2) 8ubmItted
but not adjudicated, and (3) Incurred but not
BubmItted must be identified and ezp1aiIled.
d. Frin11e benefit.!. For fringe benefit eoata,

the plan must iIlclude: a listing of fl'1ngeben-
efits provided to covered employeell, and the
overall annuAl. cost of each type of benefit;
current Cringe benel1t policies; and proce-
dures used to charge or alloca.te the costs or
the benefits to bene1ltted activities. In addi-
sron, for pension and post-retirement bea1th
insurance plana, the following information
must be provided: the govel'JlJ1lBDtAl.unit's
funding policies, e.g., legislative billa, trust
~eemente, or state:-m&ndated oontrlbution
rules, if different from actuariaUy deter-
mined rates; the pension plan's costs accrued
tor the year; the amount funded, and d&te(e)
of funding; & copy of the current actu&rtal
report (including the actuarial a.88umptions);
the pla.n trustee's report; and, a. schedule
trom the activity showing the value of the
interest cost BllBocia.tedwith late tundiIlg.

I. RequiTed CerUjlcatlon

El1.cbcentral service OOBtallocation plan
will be accompe.n1ed by a certification in the
following form:

CERTIFICATE OF COSTALLOCATION
PLAN

This ill to certify that I bave reviewed the
oost allocation pla.n submitted herewith and
to the best of my knowledge and bellet:
(1)All costs included in this proJlOaal [iden-

tify date 1 to establish cost allocations or btl-
liIlgS for [identitY perlod covered by pla.n)are
allowable in accordance with the require-
ments of this Part and the FederAl award(B)

2 CFR Ch. II (1-1-15 Edition)

to wblch they a.pply. Unallowable costs have
been adJusted for In allocating costs as iIldl-
ca.ted in the cost allocation plan.
(2) All costs incl udsd ill this proposa.1 are

properly allocable to Federal awards on the
basill of a benefiCial or causal relatioDllh1p
between the sxpenses incurred and the Fed-
erAl awards to which they are allocated in
a.ccordance with applicable requirements.
Further, tbe same costs that bave been
treated as 1nd1rect oosts bave not been
cla1med as direct costs. 81m1la.r typea of
costs bave been accounted for cona1etentJy.
I declare that the foregoiIlg ill true and cor-
rect.

Governmental Unlt:
SigDll.ture:
Name or om°.,..c-:i"'a1=-:-===== _
Title:
Date of Exeoution:

F. NJIlGOTlATION Al>"'DApPROVALOF CD'TRAL
SERVICE PLANS

1. FerleTal Cognizant ADenclI for IndiTed Costs
A,slgnments fOT Cost. NS11otit1Uon

In gensral, unlaB8 different arrangements
are agreed to by the concerned FederAl.agen-
cies, foJ' central service cost allocation
pla.nB.the cognizant agency respoIl51ble for
review and approval Is the Federal agency
with the largest dollar value of totAl. Federal
awards with a governmentAl. unit. For indi-
reat oost ra.tes and departmentAl. iIldirect
cost allocation plana, the cognisant agenoy
IIIthe Federal agency with the largeet dollar
value of direct Federal awards With a govern-
mental unit or component, as appropriate.
Once dealgna.ted as the cogn1za.nt agency for
indirect costs, the Federal agency mUllt re-
m&1nso for a period of llve years. In addi-
tion, the following Federal agencies continue
to be rBBJlOnsiblefor the indicated govern-
mental entitles:

Department or Health and Human Set'tJtce8-
Public aBBllltanceand state-wide cost alloca-
tion plans for all states (including the 018-
trict or Columbia and Puerto Rico), Iltate
and local hospitals, libraries and health d16-
tricts.

Department 0/ the Interior-Indian tribal
governments, territorial gOVB1'DIIlBDts,and
state and local park and recreatlonal dis-
tricts.

Department 0/ Labor-State and 100&1 labor
departments.

Department 0/ Education-Bchool districts
and state and local education agencies.

Department 0/ ,Agriculture-State and local
agrlculture depe..rtments.

Department of Tra7UJ)OTtation-State and
local airport and port a.uthorlties and transit
districts.

Department or Commerce-State and local
economic development dllItricte.
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Department of Housing and Urban Dewlop-
men~tate and local housing and develop-
ment distrlcts.
En'DiTonmental Protection AgencJl-8tate and

local water and sewer d18tricts.

2. RevielD

All proposed oentral eervice cost a.lloca.tion
plans tha.t are required to be llubmitted wID
be reviewed. negotiatsd, and approved by the
cognizant ~ency Cor indirect coeta on a
timely basis. The oognlr.ant agency Corindi-
rect costa wID review the proJlOll&lwithin aU
months or receipt 01 the proposal and either
negotiat6iapprove the propoea.l or adviee the
govel'JlJIlental unit 01 the additional docu-
mentation needed to 8UpportJ8valuate the
proposed plan or the clulJlges required to
make the propoea.l acceptable. Once an
agreement with the governmental unit ha.8
been reached, the agreement 11'111be accepted
and used by all Federal agenciee, unI88lSpro-
hibited or limited by Btatute. Wbere a Fed-
eral awarding agency h&Breascn to believe
tha.t special operating factors affecting ite
Federal awards necessitate special consider-
ation, the tlmding agency wtll, prior to the
time the plans are negotiated, notify the
cogn1sa.ntagency Cor1Dd1rectcoste.

3. Agreement

The results oC each negotiation must be
formal1zed in a written agreement between
the cognizant agency Cor indirect costs and
the governmental unit. This agreement will
be subject to re-opentng If the agreement is
subsequentlY found to viola.te a statute or
the infonn&tion upon which the pl&n11'&8ne-
got1a.ted is la.ter Coond to be materially in-
complete or In&ccurate. The results oC the
negotiation must be made ava.tle.ble to all
Federal agencies Cortheir use.

4. Adjumnents

Negotiated cost allocation plans based on a
propoaal later Cound to have included coste
tha.t: (a) are unallowable (1) &8specified by
law or regulation, (11)aa Identified in subpart
F, General Provisions {or selected Items of
Coet of this Part, or (111)by the terms and
conditions of Federal awards, or (b) are unal-
lowable because they are clearly not allo-
cable to Federal awards, must be adjusted, or
a refund must be made •.t the option of tbe
cognizant agency for indirect coete, includ-
ing earned or imputed interest from the date
of tranafer and debt intereet, if appllcable,
charge&.ble in accordance wi tb applicable
Federal cognlza.nt agency Cor'indirect coete
regulations. Adjustmente or cash refunds
may include, at the option of the cognizant
agency for Indirect costa, earned or imputed
interest from the date of eXpenditure and do-
I1nquent debt Interest, if appllcable, charge-
able in a.ccorda.ncewith applicable cogn1Za.nt
agency claims collection regulations. These

pt_ 200, App. V

adjuetmente or refunds are designed to cor-
reot the plam and do not constitute a re-
opening of the negotiation.

G. OTHI:RPOLICIES

1. Billed Central Service Activities

Each billed central service activity must
separately account for all revenues (includ-
ing imputed revenues) generated by the serv-
ice. expell8eSIncurred to furniah the service,
and profltA088.

2. Working Capitol Ruervu

lnternal !ServicetlmdB are dependent upon
a reasonable level of working capital reserve
to operate from one 1J1ll1ngcycle to the next.
Charges by an internaJ service &.ctlvity to
provide tor the eEt&bliahment and mainte-
nance oC •• reasonable level of working cap-
ital reserve, in addition to the Cullrecovery
of costs, are allowable. A working capital re-
serve lUI part of retained ea.rn1n,p oC up to 60
ca.lendar da.Y8cash expenses for normaJ oper-
ating purpoees is oone1dered reasonable. A
working capital reserve ezceeding 60 ca.l-
end&r days may be approved by the cog-
II1za.nt ~ for indirect coete in excep-
tional 088es.

3. CarTJI-FoTward Adjultmmts of Allocated
Central Service C08~

Alloea ted central eervtce coste are usually
negotiated and approved for a future f18ca.l
year on a "Oxed with carry-forward" basis.
Under this procedure, the lbed amounte for
the future year covered by agreement are
not subject to adjustment for tha.t year.
However, when the a.ctual costs or the year
involved become known, the dHlerences be-
tween the flzed amount.! previously aPPl'Oved
and the actual coste w1lIbe ca.rrled forward
and ueed as an a.djastment to the flzed
amoonte eetablished Cor a later year. This
"carry-forward" procedure applies to all cen-
tral services whose costs were fixed In the
approved plan. However, a.carry-Corwa.rdad-
justment is not permitted, for a centralserv-
Ice activity that was not included in the ap-
proved plan, or for unallowable costs that
must be reimbursed immediately.

4. Adjustments of Baled Central Services

Billing rates used to charge Federal awards
must be baaed on the eat1mated coste of pro-
viding the services, including a.n estima.te of
the allocable central service coete. A com-
pa.r1eon oC the revenue generated by each
billed service (including total revenues
whether or not billed or collected) to the ac-
tU&l aJlowable costs of the service will be
made at least annually, and an adjustment
wUl be made Cor the dlCferencebetween the
revenue and tbe aJlowable costs. These ad-
Justments w111bs ma.de through one of the
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following a.djustment methods: (a) a cash re-
fund including earned or imputed interest
from the date oftraDster and debt interest, if
applicable. chargea.ble in accordance with
applicable Federal cognizant agency for indi-
rect coste regulations to the Federa.J Govern-
ment for the Federal Bbare of the adjust-
ment. (b) credite to the amounte charged to
the individual programs. (c) adjtlBtmente to
future billing rates, or (d) a.djtIBtmente to al-
located central service coste. Adjustmente to
allocated central services wtll not be per-
mitted where the total amount of the adjUllt-
ment for a particular service (Federal Bbare
and non-Federal) Bbare exceeds S6OO,OOO. Ad-
jtIBtment methods ~ include, at the option
of the cognizant agency. earned or imputed
interest from the ate cfaxpenditure 8JIdde-
linquent debt intereat. if applicable. charge-
a.ble In a.ccorda.ncewlth applicable cogmzant
lli'ency claims collection regulat1one.

5. Records R.etentlDfl

All centra.l service oost allocation plans
and related documentat1on used as a basis
for cla.lm.\ng coste under Federal awards
must be retained for a.udtt in a.ccorda.nce
with the records retent10n requiremente con-
tained in Subpart D-Poet Federal Award
Requiremente. of Part 200.

6. Appeal.!

If a diepute ariees in the negotiation of a
pla.n between the cogntzant agency for indi-
rect costs a.nd the governmental unlt, the
dispute must be resolved in accordance with
the appeals procedures of the cogniza.nt
agency for indirect coete.

7. OMB Asststance

To the extent that problems are encoun-
tered among the Federal agencles or govern-
mental unite in connect1on with the negot1a.-
tion and approval process. OMIl will lend lIB-
sistance, lIBrequired. to resolve such prob-
lems in a timely manner.

APPENDIXVI TO PART 200-PUBLlC
ASSISTANCE COST ALLOCATION PLANS

A.GENERAL

Federally-financed programs adminiIltered
by state public &BS1BtanceagencieS are fund-
ed predominately by ths Department of
Health and Human Serv1ces (RRS). In sup-
port of itl! Iltewardahip requirements. HHS
hllBpublished requ1remente for the develop-
ment. documentation. subm1es1on. negotia.-
taon, and approval of public lUlIl18tancecost
allocation plans in Subpart E of 46 CFR Part
95. All adm1n18tratlve coste (direct and indi-
rect) are normally charged to Federal a.wa.rds
by imPlementing the public ase1etance cost
allocation plan. This Appendix extends these
requirements to all Federal awarding agen-
clee whose programs are a.dm1nistered by e.

2 CFRCh. II (1-1-15 Edition)

state public lUlIl18tanceagency. Major feder-
ally-fl.nanoed programs typically admlnte-
tered by state public lUlIlistanceagencies In-
clude: Temporary Aid to Needy Families
(TANF). Medlca.ld. Food Stamps. Chlld Sup-
port Enforcement. Adoption AeelBtance and
Foster Care. and SocW Services Block
Grant.

B. DEFINlTlONS
1. State flllIJlic assiStance agency m8ll.Jlll a.

state agency a.dmJn1atering or supervising
ths adm1n18tration of one or more public a.e-
Ilista.nce progr&mIl operated by the state as
identtfied in Subpart E of 46 cn Part 95.
For the purpose of this Appendix. the&e pro-
grama include all programa a.dmlntatered by
the Iltate public &Bsilltanceagency.

2. State public assistance a{/eTlC1/COlli means
all costs incurred by, or allocable to, the
state publ1c assistance agency, except ex-
penditures for financial aae18tance. medical
contractor paymente, tood stamps. and pay-
ments for services and goode provided dt-
rectJy to program recipients.

C. POLICY

State public aeeistance agencies will de-
velop. document and implement, and the
Federal Government will review. negotiate.
and approve. publ1c aeeistance cost alloca-
tion plam in accorda.nce with Subpart E of 45
CFR Put 95. Tbe pla.n will include all pro-
grams a.dmtD.1Bteredby the sta.te public as-
sistance agency. Where a letter of approval
or dteapprovalis tranRmitted to a state pub-
11c &BIl1etanceagency in aocordanoe with
Subpart E, the letter w111apply to all Fed-
eral agencies and progra.m8. Tbe rema1n1ng
aectioDll of this Appendix (except for the re-
quirement for cert1fioa.tion) summarize the
provisions of Subpart E of 45 CFR Part 96.

D. SUBMI88ION, DOCUMENTATION. AND AP-
PROVAL OJ' PUBLIC AssISTANCE COSTALLO-
CATION PLANS

1. State publ1c &8ll18tanceagencies are re-
quired to promptly submit amendmente to
the cost allocation plan to HHS for review
and approval.
2. Undllr the coordination process outlined

in section E, Review of Implementation of
Approved Pla.ns, attected Federal agenciee
will review all new plB.Dlland plan amend-
ments and provide commente. &B appro-
priate, to RRS. The effective date of the plan
or plan amendment will be the flrIlt day of
the calendar quarter following the event
tbat required the amendment. nnlB8ll an-
other date 1s specifically approved by HHS.
HHB. lIB the cogn1za.nt agency for indirect
costs acting on behalf of all a1Iected Federal
agencies. wUl. lIB nece88&J'Y.conduct negotia.-
tions with the state public 8.8slstance agency
and will inform the state lli'ency of the ac-
tion taken on the plan or pla.n amendment.
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E. REvIEWOF~'TATJON OFAPPBOVED
PLANs

1. Since publ1c ll881Sta.ncecost &1loca.tiOIl
planll are of a nanative nature. the review
during the pla.n approval procees COMUtsof
ev&1uating the appropriateneee or the pro-
posed groupings or costs (cost centers) and
the related &llocation bases. All such, the
Federal Government needs BOrneaasurance
that the caet &1locationpla.n has been imple-
mented as approved. ThIs Is accomplished by
revtews by the Federal aw&rd1ngagencies,
single audits. or audits conducted by the the
cogn1za.ntagency tor Indirect costs.
2. Where inappropriate charglll! affecting

more than one Federal awarding agency are
Identified. the cogn1zant BRS cost negotia-
tion omce will be a.dv1sedand wID take the
lead in 1'e80lvlDjfthe iMue(s) as provided for
in subpli.rt E or 45 CFR Part 95.
S. U a dispute ari8e8 in the negotlatlon of

a pla.n or from a d1e&llowanceinvolving two
or more Federal awarding agencies, the d1e-
pute must be resolved in accordance with the
appeals procedures set out in 46 CFR Part 16.
Dillputee involving only one Federal award-
ing agency will be resolved in acoordance
with the Federal awarding agency's appeal
process.
4. To the extent that problems are encoun-

tered among the Federal awarding agencies
or governmental units in cOIlDection with
the negotiation and approv&1procees, the Of-
fice or MAnagement and Budget will lend as-
slstanoe, as required. to resolve such prob-
lems in a timely manner.

F. UNALLOWAllLJ!;COBTS
Claim8 developed under approved cost &110-

cation plans will be based on &llowable costs
as Identified in th1BPart. Where unallowable
costs have been claimed and reimbursed,
they will be retlmded to the program that re-
imbursed the un&llowable cost UB1ngone of
the following methods: (a) a cash refund, (b)
OUset to a subaequent claim, or (c) credits to
the amounts oharged to individu&l Federal
awards. CaBb refunds, offsets, and credits
may include at the option of the cogniza.nt
agency for indirect cost. earned or imputed
interest from the date of expenditure and de-
linquent debt Interest, if applicable, charge-
able in accordance With applicable cognizant
agency for indirect cost cla1mB collection
regula.tiona.

APPENDIXVII TO PART 200--STATES AND
LocAL GoVERNlOlNT A1>'D INDIAN
TRIBE INDIRECTCOSTPRoPOSALS

A. GENIIRAL
1. Indirect costs are those that have been

Incurred for common or joint purposes.
Theee costs benefit more than one cost ob-
jective and cannot be readily identified with
a particular final cost objective without ef-
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Cortdillproportionate to the results a.chleved.
After direct OOBtshave been determined and
aeelgned directly to Federal awards and
other activities as appropriate. Indirect costs
are those rsma.1ning to be allocated t.o bene-
fitted cost objectives. A cost may not be &1-
located to a Federal award as an indirect
cost 11 any other cost Incurred for the same
purpose, In like clroomstances. has been as-
signed to a Federal award as a direct cost.
2. Indirect costs include (a) the ind1rect

costs originating in each department or
agency of the governmental unit carrying
out Federal awards &lid(b) the costll of een-
tr&1 government&l services distributed
through the centr&1 service cost &llocation
plan (as deacr1bed in Appendix V to Part
200---Statefi.ocal Government and :ind1aD
Tribe-Wide Central Bervice Cost Allocation
Plans) and not otherwise treated as direct
costs.
S. Indirect costs are normally charged to

Federal awards by the use of an indirect cost
rate. A separate indirect cost rate(s) Is usu-
ally neoessary {or each department or agen-
cy of the government&l unit claiming Indi-
rect costs under Federal aw&l'ds.Guldel1n~
and lllustra tioIIB of indirect cost propoeale
are provided in a brochure publiabed by the
Department of Health lI.IIdHuman Services
entitled "A Gutde for Stata and Local Govern-
ment Agencies: cost Principles and Procedures
/07 Establishing Cost AUocation Pla1l$ and Indi-
rect Cost Rates for Granu and Contracu with
the Federal Government." A copy of thia bro-
chure may be obtained from the HHS Cost
Allocation Servloes or at their Web alte at
http,;llrates.psc.gO'P.
~. Because of the diverse characteristics

and accounting practices of government&l
units, the types of costs wblch may be claBBi-
fted 118 indirect costs cannot be speclfted in
&ll situations. However, typical examples or
indtrect costs may include certaln statel
loc&l-widecentr&1 serv1ce costs. general ad-
ministration ot the non-Federal entity ac-
counting and perBOIIDeiservices performed
within the non-Federal entity, depreciation
on buUd1ngBand equlpment, the costs or op-
erating and maintaining facUlties.
6. Th1BAppendix d088 not apply to state

public ase1etaDoe agencies. Theee agencies
Bbould refer lnBtead to Appendix VI to Part
200-Public ABs1etance Cost Allocation
Plana.

B. DXFII'o'lTIONS
1. B~ means the accumulated direct costs

(norm&lly either total direot salaries and
wages or total direct costs exclusive of any
extraordinary or d18tortlng expenditures)
used to distribute indirect costs to indi-
vidual Feder&1awards. The direct cost base
seleoted Bbould result in each Federal award
bearing a !air &hare of the indirect coats In
reasonable relation to the benefits received
from the costs.
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2. Base period for the allocation of indirect
costs ill the period In ",b1chBUchcoste are in-
curred and a.ooumul&tedfor allocation to ac-
tivities performed in that period. The base
period normally ehould coincide with the
governmental unit's fiscal year. but in any
event, must be 60&electsd as to a.vold IneQui-
ties in the allocation of costs.

3. Cogniront age7ICII fOT Indirect CO$ts means
the Federal agency responsible for reviewing
and approving the governmental unit's indi-
rect cost rate(a) on the behalf of the Federal
Government. The cognizant agency for indi-
rect costs ueignment ill described In Appen-
dix V, section F, Negotiation a.nd Approval
of Oentral Service Pla.ns..
4. Mna.l rate mea.ns an lDd1rect cost rats ap-

pllcable to a spec111edpast period which i6
based on the actual a.llowable costs of the pe-
riod. A final audited rate ie not subject to
adjustment.
6. ~ed rate means an indirect COIlt rate

which has the B8.1Decharactsristics as a pre-
determined rate, except that the difference
between the estima.ted COI!tBand the actua.l,
allowable costs of the period covered by the
rate is carried forward 8.S an adjustment to
the rats computation of a eubsequent period.

6. Indirect cost pool ill the aocumulated
costs that jolntJy benefit two or more pro-
grams or other COIltobjectives.

7. IndiTeCl co8t rate i6 a device for deter-
mining in a reaecnable manner the propor-
tion of Indirect costs each program ahould
bear. It i6 the ratio (expree8ed as a percent.-
qe) of the Indirect coste to a direct cost
baee.

8. IndiTeCl COlt Tate proposal means the doc-
umentation prepe.red by a governmental unit
or subdivision thereof to substantiate its re-
quest for the elltabl1Bhment of an indirect
cost rate.
9. Predetermined rate means an indirect C06t

rate, applicable to a specified current or fu-
ture period, usually the governmental unit's
fisoa.l year. Tbis rate is based on an est.ima.te
of the coats to be incurred durtng the period.
Except under very unusual circumstances, a
predetermined rate is not subject to adjust.-
ment. (Because of lega.l constra.1nts, pre-
determined rates &.renot permitted for Fed-
era.) contracts; they ma.y, however, be used
for gra.nte or cooperative agreements.) Pre-
determined rates may not be used by govern·
mental unite tha.t have not submJtted &Dd
negotia.ted the rate with the cogulza.nt agen-
cy for indirect coste. In view of the potentla.l
adva.ntages offered by this procedure, nego-
tiation of predetermined rates for Indirect
costs for a.period of two to four years ahould
be the norm in those situations where the
cost experience and other pertinent fa.cts
ava.1lableare deemed IlUMcient to BD&blethe
parties Involved to rea.ch an informed Judg-
ment as to the probable level of indirect
costs during the ensuing a.ccountlng periodS.

2 CFRCh. II (1-1-15 EdIHon)

10. ProllUion4l TaU me&D6a temporary indi-
rect cost rate a.ppllca.bleto a.speclfted period
wb1ch ill need for funding, interim reimburse-
ment, &Ddreporting indirect costs on Fed-
eral awarde pending the eetabllahment of a
"f1Dal" ra.te for tha.t period.

C. ALLOcATION OF lNDIllECT COSTS AND
DllTEIUofINATION OF INDIllECT COST RATES

1. General

a. Where a governmental unit's depart-
ment or l4l"Bncyhas only one mAjor function,
or where all its major t\mctions beneftt from
the Indirect costs to approDmatelY the ll8.JDe
degree. the alloca.tlon of Indirect costs &Dd
the oomputation of &Dindirect cost ra.te may
be a.coomplll5hed through 8lmplli'led aiioca.-
tlon procedures as described In subsection 2.
b. Where a governmental unit's depart.-

ment or agency baa severa.) major functions
which benefit from its Indirect oosts in Vary-
ing degrees, the allocation of indirect coste
maY require the a.ccumulation of such costs
into separate cost groupings which then are
alloca.ted individually to benef1tted flmc-
tions by means of a. baBe wb1ch best meae-
ores the relative dllgJ'lleof beneftt. The indi-
rect costs allocated to ea.ch function are
then distributed to Individual Federal
a.warde and other activltiee included in that
runcuon by means of an indirect cost ra.te(s).
c. Bpecific methods for allocating indirect

costs and oomputing Indirect cost rates
along with the conditions onder which each
method Bbould be UBedare described in sub-
sections 2, 3 and 4.

2. Simplifaed Method
a. Where a non-Federa.l entity's major

tunctions beneftt from its indirect costs to
approximately the same degree, the alloca-
tion of indirect costs may be accompl1ahed
by (1) cl&B6itying the Don-Federal entity's
total coste for the base period as either di-
rect or Indirect, a.nd (2) dlvidlng the total al-
lowable Indirect coeta (net of a.ppl1cable
credits) by an equitable distribution base.
The result of thia procees is a.n indirect cost
rate wb1ch is DBed to distribute indirect
coats to individual Federa.l aWarda. The ra.te
ahould be expressed lUI the percentage whicb
the total &mount of allowable Indirect oosts
be&t'8 to the baBe selected. Tb1& method
ahould also be Wled where a. governmental
unit's department or agency has only one
major function encomPllBBinga number of in-
dividual projects or activities. and may be
need where the level of Federal awa.rdB to
that department or agency is relatively
sma.JI,
b. Both the direct coste a.nd the indirect

costs mWlt exclude capital expenditures a.nd
una.llowable coste. However, una.llowa.ble
costs must be included in the direct coste if
they represent activities to wb1ch indirect
costs are properly a.llocable.
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c. The d18tr1bution base may be (1) totAl di-
rect coate (excluding capitAl expenditures
and other distorting items. such &8 pase-
through funds, subcontracts in excess of
S25.000, participant support costs, eto.), (2)
direct aal.&r1esand wages. or (8) another base
which results in an equitAble distribution.

3. Mvltiple Allocation Bare Method

a. Where a non-Federal entity's indirect
coate benetit ite major functiODllin varying
degrees, such eoetB must be accumulated
into separate cost groupings. Each grouping
must then be alloca.ted individually to bene-
ntted tnnCtiODBby means of 8. haas which
beet measures the re1&tivebenefits.
b. The cost group1DgBMould be Mta.blillhed

so &8 to permit the allocation of each group-
ing on the bub of benefits provided to the
major funotions. Eacll grouping Mould con-
etitute a pool of expen_ that are oC llke
cb&racter in terms or the functions they ben-
efit and in teImll of the r.llocation base
which best meuures the relative benefits
provided to each function. The number of
eepare.ts groupings Mould be held within
practical limite. taking into consideration
the materia11ty of the amounts involved and
the degree of precLalonneeded.
c. Actual conditions must be taken into ac-

count in aeleeting the base to be used in allo-
cating the ellPBDlle8in each grouping to ben-
efitted funotions. When an allocr.tion ca.n be
made by BSBignment of 8. coat grouping di-
rectly to the function benefitted, the alloca-
tion must be made in that manner. When the
expenellll in 8. grouping are more general in
natl11'8, the allocation ehould be made
through the use of a selected base which pro-
duces :results that are equitAble to both the
Federal Gowmment and the governmentAl
unit. In I'eneral, any cost element or related
factor &88OC1&tedwith the governmental
unit'B activities Lapotentially adaptable for
use &8 an allocation base provided th8.t: (1) 1t
ca.n readily be ezpreaeed in terms of dollars
or other QuantitAtive measuree (totAl direct
costa. direct ealarillll and wages. staff hours
appJied, square feet used, hours of u8l.ll'e,
number of documents prooeseed, popula.t1on
served, and the like), and (2) it is common to
the benefitted functions during the b&sepe.
riod.
d. Elroept where a special indirect cost

rate(s) is reqaired in aooord&nce with para-
graph (C)(4) of this Appendix. the separa.te
groupin&'aof 1nd1rect coats allocated to ea.ch
major funotion must be aggregated and
treated &8 a common pool for that tnnction.
The costs 1n the common pool must then be
distributed to individual Fadera.l awe.rds in-
cluded in that function by use of a Bingle in-
direct cost rate.
e. The distl'1bution bue used in computing

the indirect cost ra.te for eacb function may
be (1) totAl direct coBtl!(excluding capitAl 9-
penditures and other distort1Dl' items sucb

Pt. 200, App. VII

lUI pallIl-througbfonds, subawarda in excesa of
S25,OOO, participant support COBtIl.etc.), (2)
direct salaries and wages, or (3) another base
whiob results in an equitable distribution.
An indirect 008t rate &bouldbe developed for
ea.cb separate indirect COBtpool developed.
The ra.te in ee.obcase Mould be etatsd ae the
percentage relationBh1p betweeD the pax-
ticule.r indirect coat pool and the distribu-
tion baIleidentJfied with that pool.

4. SpecIal Indirect Cost lUltes

a. In some instADCe6,8.Bingle indirect coet
rate for all act1vitieB of a non-Federa.l entity
or for each major function of the ageDCYmay
not be appropriate. It may not take into ac-
count those different factors whicb ma.y Bub-
stantially &freetthe indirect costs a.ppllcable
to a particular program or group of pro.
grams. The factors may include the phyBical
location of the work. the level of adm1n1stra-
tive support reQulrBd. the IIJLtureof the fa.-
clities or other resources employed. the or-
ganizational a.rrangeJDents uaed, or a.ny com-
bination thereof. When a ps.rt1cul&r Federal
award is carried out in an environment
Which app8l.l'B to genera.te a e1gnI.tlca.ntly
difIerent level of 1ndirect coets, provisions
Mould be made for a. separe.te indirect coat
pool applicable to tha.t Federal 8.ward. The
separe.te indirect cost pool should be devel-
oped during the course of the regular alloca-
tion process, and the aepare.te indirect cost
rate resulting therefrom Mould be ueed, pro-
vided that: (1) The ra.te differs a1gn1tlcantly
from the rate which would have been devel-
oped under pa.ra.graphB (C)(2) and (0)(3) of
tbiB Appendix, and (2) the Federal award to
which the rate would apply is material in
amount.
b. Where Federal statutes restrict the re-

tmbursement, of certain indirect costll. it
may be neceeaary to develop a spec1a.l rate
Corthe affected Federal 8.ward.Where a "re-
stricted ra.te" La required, the aa.me proce-
dure for developing a non-restricted ra.te will
be uaed ezcept for the a.dditional step of the
el1m1na.tionfrom the indirect COlltpool those
costs for which the 1&wprohibits reimburse-
ment.

D. SUB~SSION AND D<>cuMi:NTATlON OF
PROPOSALS

1. SvbmiSslOfl of Indirect Cost R.a.lJ!ProposaJs

a. All department!! or a.genctes of the gov-
ernmental unit dBB1r1ngto claim indirect
costs onder Federal 8.wardsmust prepare an
indirect coat rate proposal and related docu-
mentation to sapport those coste. The pro-
poeal and related documentAtion must be re-
ta.1ned for audIt in aooordance with the
records retention requ1remente conta.1Dedin
1200.833 Retention Requirements for Records.
b. A governmentAl department or agency

untt that receIves more than $3limUllon in
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direct FederaJ. tunding mllllt submit Its Indi-
rect cost rate proposal to 1ts cognlza.nt l.8en-
cy ror lIld1l'ect costs. Other governmentaJ de-
partment or agency must develop an 1ndlrsct
cost propoul in &CCordancewith the require-
ments of th1s Part and maintain the proposal
and related supporttng documentation for
audit. These governmental departmeJIts or
l.8eJ1c1eeare not required to subm1t their
proposals UIIlees they are spec111cal]y re-
quested to do so by the cognizant l.8ency ror
1nd1rsct costs. Where a non-Federal sntity
only rece1ves runds &II 8. lIubrec1pient. the
pass-through entity wlll be respoJll!lble lor
negot1&t1ngand/or monitoring the lIubreclpi-
ent'slndirect costs.
c. Eacb Indian tribal government dee1r1ng

reimbursement of indirect costs must submit
Its Indirect cost proposal to the Depa.rtment
of the Interior (Its cogn1.za.ntl.8ency Cor indi-
rect costs).
d. indirect cost propos.als must be devel-

oped (and, when rsqu1red, submitted) within
etx months aJ'ter the close of the govern-
mental unit's f1scal year, UIIlBll8an exception
is approved by the cognlza.nt l.8ency for 1ndl-
rect costs. If the proposed central service
cost allocation plan for the same period has
not been approved by that time, the indirect
cost proposal may be prepared 1ncluding an
amount ror central services t.h&tis baeed on
the latest federally-a.JlJll'Ovedcentral service
cost allocation plan. The difference between
these central service amounts and the
amounts ultimately approved wlll be com-
pensated for by an adjustment in a subse-
quent per1od.

2. Documentation of Proposals

The following must be Included with each
1nd1rsct cost propoJl&l:
a. The rates proposed, Including subsld1a.ry

work abeets and other relevant data, Ol'Oas
referenced and reconcUed to the financ1&1
data noted In subeection b. Allocated central
service COlts will be supported by the BUm-
muY table Included In the approved oentral
servtce cost allocation pIau. Th.18summary
table 18 not required to be submitted with
the 1ndi]'ect coat prop0ll8.1if the central serv-
Ice coat allocation plan Co]'the same fisc&!
year has been approved by the cognizant
agency CorIndirect coats and 1Bavailable to
the funding agenc)'.
b. A copy of the flnanc1&!data (fiDancl&!

sta.tements. comprehensive annual f1nancl&!
report, executive budgsts. accounting re-
porte. etc.) upon which the rate 1Bbaaed. Ad-
justrnente resulttng mm the use of
una.udited data will be recogu1zed, where ap-
propriate, by the Federal cogn1zant agency
for Indirect costs In a.subsequent propos.al.
c. The a.pprox1mate amount of direct base

costs incurred under Federal a.wards. These
costs should be broken out between s.al&rles
and wages and other direct coats.

2 CFR en, II (1-1-15 Edition)

d.. A chart Ilhowlng the orpnlmtional
structure of the agency during the period for
which the propos.al applies. along with a
functional statemeDt(S) noting the duties
and/or responsibilities of all units tha.t com-
prise the l.8eDoy. (Once this is lIubm1tted,
only rev1Bionsneed be submitted wlth subse-
quent propoeals.l

3. RequIred certification.

Each 1ndirect coat rate proPOlal must be
ILOcompanledby a certif1catiOD In the fol-
lowing form:

CERTIFICATE 0]1"INDIRECT CosTs

This is to certify that I have reviewed the
indirect cost rate JU'opos&!submitted here-
with and to the beat of my knowledge and
belief:
(1) All costs Included in this proposal [iden-

tify date] to eatab11Bbblll.1ng or final Indl-
reot oosts rates for [Identify period covered
by rate] are allowable In accord&nca with the
requ1rementa of the Federal award(lI) to
which they apply and the prov1B1onsoC this
Part. Unallowable costa have been adjusted
for In allocating coste &II Indicated in the in-
direct cost propos.al

(1I) All COlltl!Included in this proposal are
properly allocable to Federal awards ODthe
basis of a beneficial or causal relationship
between the expenses IncUlTedand the agree-
mente to which they are allOC&tedin accord-
anee w1th a.ppUcable requ1l'ementa. Further.
the same coets that have been treated as in-
direct costs have Dot been claimed &II direct
costs. B1m1l&rtypea of COBtehave been ac-
counted for consl8tently and the Federal
Government w1ll be noti1ied of any account-
tng changea that would affect the predeter-
m1nedrate.
I declare that the Corego1ng1Btrue aDd cor-
rect.

GovernmentaJ Unit:
Signature:
Name of Ornct&!:Title: ---'--------

Date or Execution: ----- --------
E. mooTIATlO)l AND Al'PROVAL 0]1"RATES.

1. Indirect cost rates wID be reviewed, ne-
got1&ted, and approved by the Cognjzant
agency ODa timely basis. Once a. rate has
been agreed upon, tt will be a.ooepted and
used by all Federal agencies unle&llprohlb-
1ted or 11m1tedby statute. Where a Federal
awarding agency has reason to beUeve that
epeclal operating {aotol'S affecting Its Fed-
eral awards necessi u.te spec1&1Indirect oost
rates, the fund1ng agency wID, prior to the
time the rates axe negotiated, DOtifYthe cog-
nizant agency CorIndirect coets.
2. The use 01 predetermined rates, if al-

lowed, is encouraged where the cognizaIlt
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agency Cor indirect coati! h&8re&8ona.ble8.lI-
BUJ'anoebased on pa.st experience and relJ-
able projection oC the non-Federal entity's
costa, tha.t the rate 18not likely to exceed a
rate bued on actual 008t1!.Long-term q-ree-
ments utll1stng predetermined rate8 extend-
ing over two or more years are encouraged,
where appropriate.
3. The rel!ults oC each negotiation must be

forma.l1sed in a wrtttaD agreemenL between
the cognizant agenCYCor indirect costa and
the governmental unit. This agreement will
be subject to re-opening ICthe agreement 18
subsequently COUlldto violate a statute, or
the information upon which the pl&nWIIB ne-
gotiated 18 later Cound to be materially in-
complete or 1naccurate. The agreed upon
rates mUllt be made available to all FederAl
agenclll8 Cortheir use.
4. Refunds must be made \1 proposals are

later Cound to have included costs tha.t (a)
are Ullallowable (I) as epeclfied by law or reg-
ulation, (11) as IdentUied in IlIOO.420 CoDlllder-
atlons for &elected Items of cost. of this Part,
or (111) by the terms and conditloDll of Fed-
eral awa.rds, or (b) are unAllowable because
they are clearly not allocable to Federal
awa.rdll.These adjUlltments or refunds will be
made regardless of the type of rate nego-
tiated (predetermined, final, fixed, or provi-
sionAl).

F. OTHER POLICIES

1. Fri7IDe Bemfit Rates
If overall fringe benefit rates are not ap-

proved {or tbe government&! un1t as part of
the central service cost allocation plan,
these rates will be reviewed, negotiated and
approved for individual recipient agencies
during the indirect cost negotiation process.
In these casee, a prop08ed tr1nge benefit rate
computation Ilhould accompany tbe indirect
cost proposAl. If fringe benefit rate8 are not
u&edat the recipient agenoy level (I.e., tbe
agency spec1f1cal1y1dentiftee fringe benefit
C08ts to indlvldu&! employees), the govern-
mental unit should 80 advise the cognizant
agency ror 1nd1rect costa.

2. Billed Services i'To,,'lded bJl th.e Recipient
Agency

In some cases, government&! departmente
or agencies (oomponents of the govern-
mental unit) provide and bill Cor servrcee
BimUar to thoee covered by centrAl service
cost Alloca.tion plans (e.g.. computer cen-
tere). Where thie occurs, the governmental
departments or agencies (components of the
governmental unit)should be guided by the
reqnirements in Appendix V relating to tbe
development of billing rates and documenta-
tion requirements, and should advise the
cognizant agency for indirect costs of any
billed services. Reviews of these types of
services (tncluding reviews of costinglblllJng
methodology, profits or losses, etc.) will be

PI. 200, App. VIII

made on a caee-by-caee basis as Wa.rraDtedby
the ciroumstencee involved.

3. Indirect Cost Allocations Not Using Rates
In certain situations, governmental de-

partments or ~enclea (componente or the
government&! unit), because of the nature of
their Fedenl awa.rd8,may be required to de-
velop a coat allocation pla.n tha.t d1etrtbutes
indirect (and, in some C&Illl8, direct) COlts to
the epeclf1c tundlng sourcel. In these caaea, a
narrative cost allocation methodology
should be developed, documented, main-
tained for audit, or submitted, as appro-
priate, to the cognizant agency for indirect
costs for review, negotiation, and approvAl.

4. Appeals

If a dispute arises in a negotiation of an in-
direct cost rate (or other rate) between the
cognizant agency for indirect costs and the
government&! unit, the dillpute must be re-
solved in accordanoe w1\h the appeals proce-
dures of the oognizant agency for indirect
costs.

5. Collection of Unallowable Costs and
Brroneous' Payments

Costs speCifically Idlllltif1ed&8unallowable
and oharged to FederAl awards either di-
rectly or indirectly will be refunded (inclu"-
ing interest cbargeable in accordance with
applicable Federal cogn1zant agency for Indi-
rect coets regulatlODll).

6. OMB A,listance

To the extent that problems are encoun-
tered among the FederAl agencies or govern-
mental un1t1!in oODDeCtionwith the negotia-
tion and approvAl prOce88,OMBwill leIld &8-
sl.tance. as required, to resolve such prob-
lems in a timely manner.
['18 FR 78608, Dec. 36, 2013, as amended a.t 7Q
FR 75889, Dec. 19, 2014]

ApPENDIX vm TO PART ~NONPROFIT
ORGANIZATIONS EXEMPTED FROM
SUBPART E-COST PRINCIPLES OF
PART 200

1. Advance Technology Inetltute (ATI),
Charleston, South Carolina

2. Aerospace Corporation, El Segundo, Cali-
Cornia

3. American Institutes of Research (Am).
Washington. DC

4. Argonne NationAl Laboratory, Chicago, D-
lmcts

6. Atomic CasuAlty Commission, Wasb-
ington, DC

6. Battelle Memorial Inetitute.
Headquartered in Columbus. Ob1o

7. Brookhaven National Laboratory, Upton,
New York
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pt. 200, App.IX

8. Charles Stark Draper Laboratory, Incor-
porated, cambridge, Ma.ssa.chusett8

9. CNACorporation (CNAC),Alexandria, Vir-
g1n1&

10. Bnvlronmental Inetitute of Michigan,
Ann Arbor, Michiga.n

11. Georgia Inet1tute of Technology/Georgia
Tech Applied Re8lla.roh CorporatiODlGeor-
gi& Tech Research Inetitute, Atlanta,
Georgi&

12. Ranford Environmental Health Founda-
tion, Rlchi&nd, Wuh!ngton

13. TITReaea.rch !Jlst1tute, Chicago, Illinol8
14. lnBtltute or G&8 Technology, Chloa.go, D-
linole

16. Inetltute ror Defense Analysis, Alexan-
dria, V1rg1n1&

16. LMI, MoLean, Virginia
17. Mitre Corporation, Bedford, Ma.ssachu-
setts

18. Noblis, Inc .• Falls Church. Virginia
19. National Ra.diologie&lAstronomy Obeerv-
atory, Green Bank, WelltVirginia

20. National Renewable Energy Laboratory.
Golden, Colorado

21. Oak Rldge Associated Unlversitiell. Oak
Ridge, Tennessee

22. Rand Corporation, 8a.nta Monica, Call-
rornia

23. Reeearch TrillnKle Inetitute, Re8Il&I'ch
Triangle Park, North Carolina

24. Rlve1'81deReaearch Institute, New York,
NewYork

25. South Carolina Reeearch Authority
(SORA),Charleston, South C&I'olina

26. Southern Research Inetltute, Bir-
mingham, AlAbama

27. Southwest Reeearch Inetitute, 8a.n Anto-
nio, Texl.S

28. SRI InternAtional, Menlo Park, Ce.lilornia
29. Syra.cue Reeearch Corporation, Syra-
cuse, NewYork

2 CFR Ch. II (1-1-15 Edition)

30. Unlvera1ties Research Associa.tion, Incor-
porat8d (National Acceleration Lab), Ar-
gonne, DUnO!B

31. Urban Institute. WaB~n DC
32. Non-profit 1Daurance companies, such as
Blue CroB8 and Blue Shield Organizations

33. Other non-profit o~a.niza.tions as nego-
tiated with Federal awarding agencies

AppENDIX IX TO PART 200-HOSPITAL
COST PRINCIPLES

B&8fldon initial feedb8.ck, OMBpropo8llS to
esta.bli8h a review prooees to consider elt1et-
ing hospital cost determine how best to up-
date and align them with this Part. Until
such time lUI rev!Jled guidance is proposed
and implemented ror hospitals, the elt1etlng
prlnciples located at 46 CFR Part 76 Appen-
dix E. entitled "Principles for Determining
Cost Applicable to Reeearoh a.nd Develop-
ment Under G1'&J1tsand Contracts with Hos-
pitals," remain in effect.

[78 FR 78608.Dec. 26. 2013.as amended at 79
FR 75889.nee. 19,2014]

APPENDIXX TO PART 200-DATA
COLLBVl'lONFORM(FORMSF-SAC)

The Data Collection Form SF-SAC Is
available on ths FAC Web site.

ApPENDIXXl TOPART 2OO--COMPLlANCE
SUPPLEMENT

The compliance 6upplement Is avallable on
the OMBWeb site: (e.g. for 2013here http://
wlDUJ.tDAi.te/wu.e.l1oWomblciTcu/ars/)

PARTS 201-299 [RESERVED]
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2525GRANDAVENUE • LONGBEACH,CALIFORNIA 90815 • (562)570-4000 • FAX: (56.2) 570-4049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 (HIPAA) and the Health Information Technology

for Economic and Clinical Health Act (HITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement") is made and
entered as of }y,\'-l 13 20~ by and between

I.yrt(f"a..\ tThll5J.. 4 , a C'Ct 11U.(II<D. N(;yt0','ft
[corporation, partR8rship, eee], business address is
~ \s etc. Ct--e. L1 q 03
(hereinafter referred to as II sine s Associate"), and e C OF LONG BEACH, a
municipal corporation (hereinafter referred to as ''City'' or "Covered Entity").

WHEREAS, the City has a Department of Health that provides a multitude of
health care and related services; and

WHEREAS, in the course of providing health care and related services the City
obtains protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides
particular services to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate,
some of which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 ("HIPAA"), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-
005 (the uHITECH Act"), and regulations promulgated thereunder by the U.S.
Department of Health and Human Services (the UHIPAA Regulations") and other
applicable laws.

NOW, THEREFORE, in consideration of the mutual terms covenants, and
conditions in this Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement
shall have the same meaning as those terms in the HIPAA Regulations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECH Act.

~ATI ACHMENT .
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Business Associate Agreement
Page 2

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.
a. Non-disclosure. Business Associate agrees to not use or disclose

protected health information other than as permitted or required by
the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

c. Mitigation. Business Associate agrees to mitigate, to the extent
practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agreement.

d. Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by Business Associate not permitted by this Agreement,
any security incident. involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.
1. Business Associate shall provide the following information in

such notice to Covered Entity:
(a) The identification of each individual whose unsecured

protected health information has been, or is
reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected
health information acquired, accessed, used or
disclosed in the breach (e.g., full name, social security
number, date of birth, etc.);

(d) The identity of the person who made and who
received (if known) the unauthorized acquisition,
access, use or disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual{s), including
identification of each individual whose unsecured

AlTACHMENT ..••.•~ ...•...•.
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Business Associate Agreement
Page 3

protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4. The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful log-on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health
information.

e. Reporting of disclosures. Business Associate agrees to report to
Covered Entity any use or disclosure of the protected health
information not provided for by this Agreement of which it becomes
aware.

f. Business Associate's Agents. Business Associate agrees to
ensure that any agent, including a subcontractor, to whom it
provides protected health information received from, or created or
received by Business Associate on behalf of Covered Entity agrees
to the same restrictions and conditions that apply through this
Agreement to Business Associate with respect to such information.

g. Availability of Information to City. Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164.524. If Business
Associate maintains an electronic health record, Business
Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act.

h. Amendment of Protected Health Information. Business Associate

ATI ACHMENT ......• L_ .....
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Business Associate Agreement
Page 4

agrees to promptly make any amendment(s) to protected health
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

i. Internal Practices. Business Associate agrees to make internal
practices, books, and records, including policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary determining the
Business Associate's compliance with the Privacy Rule.

j. Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECH Act.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 20) of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

3. PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate,
provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the

ATTACHMENT i?: ....••...
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502(j)(1).

4. PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out
of pocket in full for the health care item or service to which the
protected health information solely relates.

c. Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information,
except with the prior written consent of Covered Entity and as
permitted by law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate.

5. OBLIGATIONS OF COVERED ENTITY.
a. Notification of Limitations in Notice of Privacy Practices. Covered

Entity shall notify Business Associate of any limitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate's use or disclosure of protected health
information.

b. Notification of Change or Revocation of Permission. Covered entity
shall notify Business Associate of any changes in, or revocation of,
permission by individual to use or disclose protected health
information, to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.

c. Notification of Restrictions. Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health
information.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity, except that this restriction is not intended

f::-
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and shall not be construed to limit Business Associate's capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7. TERM AND TERMINATION.
a. Tenn. The term of this Agreement shall be effective upon

execution, and shall terminate when all of the protected health
information provided by Covered Entity to Business Associate, or
created or received by Business Associate on behalf of Covered
Entity, is destroyed or returned to Covered Entity, or, if it is
infeasible to return or destroy protected health information,
protections are extended to such information, in accordance with
the termination provisions in this Section.

b. Termination for Cause. Upon either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c. Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that
returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health
information to those purposes that make the return or

ATTACHMENT .•.••••~ •.. - .•-
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destruction infeasible, for so long as Business Associate
maintains such protected health information.

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents are named
as an adverse party.

9. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended.

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act.

10. LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

12. INDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents (collectively in this Section
referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or
not reduced to jUdgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the
duties under this Agreement or any alleged negligent or intentional act,

ATTACHMENT .....•k .
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ormssron or misrepresentation by Business Associate, Business
Associate's employees or agents, which act, omission or
misrepresentation is connected in any way with performance of the duties
under this Agreement. If it is necessary for purposes of resisting,
adjusting. compromising, settling. or defending any claim. demand, cause
of action, loss, damage, or liability, or of enforcing this provision, for City to
incur or to pay any expense or cost, including attorney's fees or court
costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days.

1"3. AMBIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resolved in favor of a meaning that complies and
is consistent with HIPAA, HIPAA Regulations, the HITECH Act and
California law.

14. COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder, the prevailing party shall be entitled to its costs and expenses,
including reasonable attorneys' fees and court costs, including appeals.

15. NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S. Postal
Service, first class, postage prepaid, addressed to Business Asso.ciate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Directbr, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs.

16. WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement, or
of any right to damages or indemnity stated in this Agreement. The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement.

17. CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

18. ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.

fAIT ACHM ENT •....•••.•..••.•••
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly executed with all of the formalities required by law as of the date first stated herein.

,l.vJ-uvcd l:?\,s,.L
(Name of Business Associate)

BY~-:t:-:-.:...:.:::........:::=::~'~-~"-t::::.'~~~~/=--._
I

f3:,X£t-uTtvE v/rLEmrLTitle:

______ ,20_ 8y _

Title: _

CITY OF LONG BEACH, a municipal
corporation

~,20Jjp - / ~./ / / / , EXECUTEDPURSUANT
By .L~ TO SECTION 301 OF

City Manager or designee THE CITY CHAATEH.

"City" AssIstant' CItY Manoger

The foregoing Agreement is hereby approved as to form this ~day of

~,20~.
CHARLES PARKI ,City Attorney
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570-4000 • FAX (562) 570~049

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is
providing the certification as set out below:

1. The certification in this clause is a material representation of fact upon which
reliance was placed when this transaction was entered into, If it is later determined
that the recipient of federal assistance funds knowingly rendered an erroneous
certification, in addition to other remedies available to the Federal Government, the
department or agency with which this transaction originated may pursue available
remedies, including suspension and/or debarment.

2. The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement is entered, if at any time the recipient of Federal
Assistance funds learns that its certification was erroneous, when submitted or has
become erroneous by reason of changed circumstance,

3. The terms "covered transaction," "debarred," "suspended," "ineligible," "lower tier
covered transaction." "partlcipant," "person," "primary covered transaction,"
"principal," "proposal,' and "voluntarily excluded," as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549,

4. The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled ·Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions," without
modification, in all lower tier covered transactions and in all solicitations for lower tier
covered transactions.

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred, suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification is erroneous, A participant may decide the method and frequency by
which it determines the eligibility of its principals. Each participant may, but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this

fATTACHMENT •• •.••• _
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clause. The knowledge and information of a participant is not required to exceed
that which is normally possessed by a prudent person in the ordinary course of
business dealings.

8. Except for transactions authorized under Paragraph 4 of these instructions, if a
participant in a covered transaction knowingly enters into a lower tier covered
transaction with a person who is suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available
to the Federal Government, the department or agency with which the transaction
originated may pursue available remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24
CFR Part 24 Section 24.510, Participants' Responsibilities require this certification.

1. The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from participation in this
transaction by any Federal department or agency.

2. Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this certification, such participants shall attach an
explanation to this document.

Agreement Number: CAc~2J!u qO;\tl Sbg Contract Agency: I t1+U\lcJ l±c 11;>e.

N rized Representative: Q.A-t42L.- WIU--IAJUS FXECUVVc j)f(2..

e
Date
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 57()..4000 • FAX: (562) 570-404S

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County Code Chapter
2.160 (ordinance 93-0031), retained by the Contractor, shall fully comply with the
requirements as set forth in said County Code. The Contractor must also certify in writing
that it is familiar with the Los Angeles County Code Chapter 2.160 and that all persons
acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's
Lobbyist requirement shall constitute a material breach of the contract upon which the City
of long Beach may immediately terminate this contract and the Contractor shall be liable for
civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies
Appropriations Act, known as the Byrd Amendments, and the Housing and Urban
Development Code of Federal Regulations 24 part 87, from using federally appropriated
funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or any employee of a
Member of Congress in connection with the awarding of any Federal contract, the making of
any Federal grant, loan or cooperative agreement, and any extension, continuation,
renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal lobbyist
Requirements and that all persons and/or subcontractors acting on behalf of the Contractor
will comply with the Lobbyist Requirements.

Failure on the part of the Contractor or persons/subcontractors acting on behalf of the
Contractor to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties. The undersigned certifies, to the best of hislher knowledge and belief, that:

1. No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned, to any person for influencing or attempting to influence an officer or
employee of an agency, a Member of Congress, an officer or employee of Congress,
or an employee of a Member of Congress in connection with the awarding of any
Federal contract, the making of any Federal grant, loan or cooperative agreement,
and any extension, continuation, renewal, amendment or modification of said
documents.

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer 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 this Federal contract, grant, loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "Disclosure Form to Report Lobbying" in accordance with its instructions.
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3. The undersigned shall require that the language of this certification be included in
the award documents for all sub-awards at all tiers (including subcontracts, sub-
grants, and contracts under grants, loans, and cooperative agreements) and that all
sub-recipients shall certify and disclose accordingly.

4. This certification is a material representation of fact upon which reliance was placed
when this transaction was made or entered into. Submission of this certification is a
prerequisite for making or entering into this transaction imposed by Section 1352
Title 31, U.S. Code. Any person who fails to file the required certification shall be
subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such failure.

Agreement Number: CA:p\{Z.9 IJCfO'lpI SD2< Contract Agency: Icl:.v'YcJ rImL¥:.

N e and Title of Auth rized Representative: {)Jr::(2p1,.- WIW AriAS€Ke?U.T,IA?D/f2.... .
Date
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