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CONTRACT FOR CONTINUUM OF CARE

34330
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 6, 2015, by and between MENTAL HEALTH AMERICA OF

LOS ANGELES, a California nonprofit corporation ("Organization"), whose address is 100

W. Broadway, Suite 5010, Long Beach, California 90802, 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 to provide supportive services using funding

from outside resources and facilitate the transition of homeless persons with disabilities

and their families into a stable housing environment; and

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

contract with Organization that provides program accountability by the City; and

WHEREAS, the City will make rental assistance payments to private

landlords for units occupied by eligible persons in accordance with the terms and conditions

described in the Grant Agreement;

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

herein, the parties agree as follows:

1
RCl:bg A16·01864
L:lAppsICtyLaw32IWPDocsID019IP030\00647866.docx



1

2

3

4

5

6

7

8

9

10

11
(;it >-.Q

12z~u.'<ta:::•...c(Oo:!F~~I-<--.N 131->-"00< .~ ro CXl>-0>0I- . CDen 14-Z"5<0:;;::00Wa:::mI<c..c 15I-a.m~U.(/)UCDOwomw-l~o 16oa:::<Ilc
-<~oU.I -lu.oC") 17o C")C")

18

19

20

21

22

23

24

25

26

27

28

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

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

with the Grant Agreement.

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 24, 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 HUO 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
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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

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.

B. Total rental assistance to be provided under this Contract by

the City to private landlords for units occupied by eligible persons shall not exceed

Ninety Thousand Nine Hundred Twelve Dollars ($90,912) in grant funds over the

term of this Contract. The City's obligation herein is contingent upon the City's

receipt of grant funds from HUD, as specified in Attachment "B".

Organization shall provide services as set forth in Attachment "A" of this

Contract, using funding from outside resources, in an amount at least equal in value to

twenty-five percent (25%) of the aggregate amount of rental assistance funded by HUD.

Organization agrees to provide the services described in this Contract

without any remuneration or compensation. Organization shall not be entitled to payment

or reimbursement for any tasks or services performed under this Contract, nor for any

incidental or administrative expenses whatsoever incurred in or incidental to performance

hereunder.

C. Each calendar quarter Organization shall, no later than fifteen

(15) days after the end of each quarter, submit to the City copies of cancelled checks

and other documents supporting the required matching funds for the previous
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quarter.

D. 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 backup documentation supporting the required Organization matching funds,

and APR certified by one of Organization's officers or by its Executive Director.

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 matching funds

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

covenants, agrees to and shall immediately provide alternative match for that portion

of the matching funds which were improperly used. If Organization is unable to

provide alternative match for that portion of the matching funds, then the City will

terminate all activities of Organization under this Contract and pursue appropriate

legal action.

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

City Auditor and other City representatives require in order to monitor and evaluate

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

4
RCZ:bg A16-01864
L:lAppsICtyLaw32IWPDocslD019IP030\00647866.docx



1

2

3

4

5

6

7

8

9

10

11
0

~ >..Q
12Z~LL'<to::•....ccoog;=~f-« .•...._N 13f- >."00« ::::iii co

>-0>0f- - Q)O'l 14-Z"5«o~oowo::COI«c:.c 15f-c...1Nal
LL(/)UQ)Owocow...J-c 1600:: III c:
-«~oLLI ...J
LLOM 17o MM

18

19

20

21

22

23

24

25

26

27

28

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 OMS 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.

S. 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

consistent with, and do not restrict, the exercise of rights provided by subtitle S 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
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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

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
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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.

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,

obligations, causes of action, proceedings, awards, fines, judgments, penalties,

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

individually "Claim").

B. 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 "B") 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

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
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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 0692), 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

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
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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, 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, 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,
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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.

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
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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

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
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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

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.

13
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(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

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
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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.

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 Technical Submission.

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

writing and personally delivered or deposited in the U.S. Postal Service, certified mail,

return receipt requested, to the City at 2525 Grand Avenue, Long Beach, California

90815 Attn: Homeless Services Officer, and to Organization at the address first stated

above. Notice shall be deemed given on the date personal delivery is made or the date

shown on the return receipt, whichever is earlier. Notice of change of address shall be

given in the same manner as stated for other notices.

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

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

-=-PN...L...=......:~~.v"""-~\-'--3 , 2016

__________ ' 2016

---Q~(I+i---, 2016
I

MENTAL HEALTH AMERICA OF LOS
ANGELES, a California nonprofit
corporation

By ~~~
Name DAY' D PI L.oN
Title c...ev
By _
Name, _
Title _

"Organization"

City Manager
Assistant City Manag r

"City"

This Contract is approved as to form on ---"C1M=f}' 1 ,2016.

RCZbg A 16·01864
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City of Long Beach
2015 Continuum of Care (CoC) Program

ScoDe of Work
Agency: Mental Health America of Los Angeles Project Name: ....;S_P_C'---10-'-- 1I

HUD Grant: CA1014U9D061501 CLB Contract: PENDING-......;;;;.....;.;;;....;.;..;..~-------·II

Program Objective: MHA brings its mission to serve persons with severe mental illness and co-occurring
disorder to this project, thereby actively participating in local and national objectives to end homeless ness
by addressing the complex service needs of one of our community's most vulnerable and misunderstood
subpopulations. The SPC 10 project is a partnership between the LB DHHS HA, which administers the 8
units, and MHA, which is the supportive service provider. It serves Long Beach with a target population of
homeless individuals who are disabled by serious mental illness or the dual diagnosis of mental illness and
substance abuse. These individuals consistently are identified as having high needs in the CoCo Individuals
with mental illness are often considered "hard to reach" or "hard to house." The complexity of issues they
face reflects a need to develop solutions that integrate strategies for meeting housing and service needs.
They need aggressive assistance in overcoming the barriers to obtaining and maintaining housing, along
with intensive services for their mental health treatment, physical health care and substance abuse
recovery needs. The project places individuals in 8, O-bedroom apartments, using existing complexes in
Long Beach. MHA's supportive services consist of outreach, case management, life skills, mental health
and health services, employment placement and transportation. Outreach and mental health workers
provide outreach, engagement and case management. Mental health and substance abuse staff work
together to address complicated combinations of physical and mental health needs and confer frequently
about treatment and medication.
Resource staff provide housing support, education/employment services and peer support. "Housing First"
model are in active use in all MHA programs. The MHA staff use the Evidence Based Practices as its
primary strategy and philosophy for quickly housing enrolled participants. MHA's projected outcomes
include: 88% of persons will remain in PH as of the end of the operating year or exit to permanent housing
during the operating year; 75% of adults will maintain or increase their total income as of the end of the
operating year or program exit; and 88% of persons will remain in the permanent housing program for 6
months or longer as of the end of the operating year. As a resident member of the LB MSC, MHA actively
participates in and coordinates homeless activities through the CES and partners with other
community providers in locating and linking clients to an array of needed services. CoC program support is
required so that MHA can identify, outreach, serve and provide community linkages to the most vulnerable
chronically homeless as defined by the community's needs and this project, who would
otherwise return to homelessness due to lack of services. The CoC also provides participants with access
to SSI/SSDI TA through the local SOAR initiative led by Help Me, Help You, a partner co-located at the
MSC.

Outcomes/Performance Measures
Universe # Tarqet # Taraet %

PSH: Persons remaining in permanent housing as
of the end of the operating year or exiting to

1 permanent housing destinations (per data element
3.12 of the 2014 HMIS Data Standards) during the
operating year.

8 7 88%

Adults who maintained or increased their total
3 income (from all sources) as of the end of the

operating year or project exit.
8 6 75%

Persons remaining in the permanent housing
3 project for 6 months or longer as of the end of the

operating year.
88%8 7

Note: Universe number reflects project participant chart PIT
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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 agency will 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's CES
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
vacancies within five (5) business days.

Additional HEARTH Act and Long Beach Continuum 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 Beach CoC Street
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.

Universal Assessment The agency will utilize the Vulnerability Index-Service Prioritization
Decision Assistance Tool (VI-SPDAT), the Long Beach CoC's universal
assessment tool, to assess participant's housing and service needs. The
agency will follow the CoC's Written 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 PSH placements will be prioritized according the
CoC's written prioritization process and aligned with HUD priorities. PSH
placements will come from the Housing Prioritization List established by
the Chronic Homeless Registry.

Housing First 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 as sobriety
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.

ATTACHM£NT ..... Il......... "
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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 Coc.

:",~f,~:';",'\' "::f_\~'" :"i"+, j<' ;i·>f!Y~I!P"-':;:,,(-; ,-, , C~"j1,::":<,,;>2,<, , ,:" ,";;- Ie . :,;,,(\ "<,.
' M oBieGTNE'

Increase the number of persons exiting to permanent housing
80%~ Change in exit to permonent 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 ore in emergency shelter, transitional 9 months
housing ond supportive services; HUD - 30 days
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)
\; ", ':>I.()NG'8EACH PERFORMANCEOBJECTIVES

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
monthsthan 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 destinatlon"
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 CoC'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 hornelessness.
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 la

FEDERAL REGISTER
Vol. 77

No. 147

Tuesday.
July 31, 2012

Part II

Department of Housing and Urban
Development
24 CFR Part 578
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, HUO.
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 Ii 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 of HUO'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 Year
(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 HUO 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.

Nete:Toreceiveconsiderationas public
comments,commentsmust be submitted
throughoneof the twomethodsspecified
above.Again,all submissionsmust referto
the docketnumberand title of the rule.

No Facsimile Comments. Facsimile
(FAX)comments arenot acceptable.

Public Inspection of Public
Comments. All properly submitted
comments and communications
submitted to HUD will be available for
public inspection and copying between
8 a.m, and 5 p.m. weekdays at the above
address. Due to security measures at the
HUD Headquarters 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 TTYby 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
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.

The HEARTH Act 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 essistance
grant programs and creating the
Continuum of Care planning process,
tho 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, HUD will 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" is a 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, Hun 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 Eligible
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.

6. 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
he 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 Gj:
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, Hun has
established a separate amendment .
procedure. As appropriate. Hun 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 Hun'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. HUD 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
ofthis rule, those FY 2012 funds will be
available for distribution, as governed
by these Continuum of Care regulations.
I. Background-HEARTII 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 Wider title IV of
the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11-371et 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 of the homeless, which was
established administratively by HUD in
1995. The single Continuum of Care
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 20541), which was followed by
a final rule that was published on
December 5, 2011 (76 FR 75994). The
Defining Homeless rule clarified end
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
HEARTHAct, with the publication of
the proposed rule titled "Homeless
Management Information Systems
Requirements" (76 FR 76917), which
provides for uniform technical
requirements for Homeless Management
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 Care 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 marely 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 (Sup:r0rtive
Housing. Shelter Plus Care, an 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
commuititywide 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 establishes 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 rule 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 HUD 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.

DefiniUons. 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 final
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.
HOD 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 of the 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 HOD 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 on these
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
"collaborativa 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 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 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 lind 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 entities, but
HOD can enter into contractual
agreements with legal entities only.

Continuum of Care and ConUnuum
are defined to mean the group that is

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. These organizations consist of
the relevant parties in the geographic
area. Continuums are expected to
include representation to the extent that
the type of organization exists within
the geographic area that the Continuum
represents and is available to participate
in the Continuum. For example, if a
Continuum of Care did not have a
university within its geographic
boundaries, then HOD would not expect
the Continuum to have representation
from a university within the
Continuum.
These organizations cerry out the

responsibilities and duties established
under Subpart B of this interim rule.
The Continuum of Care, as noted above.
carries out the statutory duties and
responsibilities of a collaborative
applicant. HUD established the
Continuum of Care in 1995. Local
grantees and stakeholders are familiar
with the Continuum of Care as the
coordinating body for homeless services
and homelessness prevention activities
across the geographic area.
Consequently, HUD is maintaining the
Continuum of Care terminology, and the
rule provides for the duties and
responsibilities of a collaborative
applicant to be carried out under the
name Continuum of Care.

High-performing community is
defined to mean the geographic area
under the jurisdiction of a Continuum of
Care that has been designated as a high-
performing community by HUD. Section
424 of the McKinney-Vento Act
provides that HUn shall designate. on
an annual basis. which collaborative
applicants represent high-performing
communities. Consistent with HUD's
substitution of the term "Continuum of
Care" for "collaborative applicant," the
definition of "high-performing
community" in this interim rule
provides for designation of Continuums
of Care that represent geographic areas
designated as high-performing
communities. The standards for
becoming a high-performing community
can be found in § 578.65 of this interim
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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
System must 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," HUD may establish
requirements for the designation of a
fiscal agent. HUD has detormined that
the fiscal agent, such as a Unified
Funding Agency, a term that is also
defined in section 424 of the McKinney-
Vento 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-Vento 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-Vento 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), undertalcen 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-Vento Act have
been identified. In the regulatory text,
HUD has 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-Vento Act
defines "recipient" as "an eligible entity
who-CAl submits an application for a
grant under section 422 that is approved
by the Secretary; (Bl receives the grant
directly from the Secretary to support
approved projects described in the
application; and (Cl(i) serves as a project
sponsor for the projects; or (ii) 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 wbat a
recipient can do with grant funds.

Safe haven is based on the definition
of safe haven in the McKinney-Vento
Act prior to amendment by the
HEARTH Act. Although no longer used
in statute, HUD'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 Care 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 the recipient to operate
a project. The definition of
"subrecipient" is consistent with the
definition of "project sponsor" found in
section 401 of the McKinney-Vento 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.

Transitionai'houBing is based on the
definition of "transitional housing" in
section 401 of the McKinney-Vento Act,
as follows: "The term 'transitional
housing' means housing. the purpose of
which is to facilitate the movement of
individuals and families tlxperiencing
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-Vento
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
24 months and cannot be extended.

Unified Funding Agency (UP.!.) 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-Vento Act.
As stated under section 1002 of the
HEARTH Act, 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. HUDchose this approach
because the Continuum might not be e
legal entity, and therefore cannot enter
into enforceeble contractual agreements,
but is the appropriate body for
establishing and implementing
decisions diat 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 IIgrant 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, tliis
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. HUD
specifically requests comments on
requiring Continuums of Care to have a
board that makes the decisions for the

Continuum. HUD 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 II
grant or other financilll benefits for an
organization that the member
represents.
HUD is considering four additional

characteristics for all board
compositions for incorporation in the
final rule. HUD did not implement them
at this stage in order to seek public
comment prior to implementing them as
requirements. HUD proposes that all
boards must have II chair or co-chairs;
be composed of an uneven number,
serving staggered terms; include
members from the public lind 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 ESGrecipients are
represented on the Board is important to
HUD; therefore, in communities where
ESG recipients and/or Continuums do
not feel this requirement is feasible,
HUD asks commenters to provide
suggestions for how ESGrecipients can
be involved in the Continuum at one of
the core decision-making levels.

Responsibilities afthe 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. HUD has
established the specific minimum
standards for operating and managing s
Continuum of Care for two main
reasons. First, the selection criteria
established under section 427 of the
McKinney-Vento Act require HUD 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 HEARTIi 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 and 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 progrllIDs 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, HUD has required, through

this interim rule, each Continuum of
Care to develop and implement II
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 a
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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 {,larticipateor not.

Specific request tor 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 housingl
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 sot 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(f)(2) of the McKinney-Vento Act. In
addition, the Continuum is responsible
for reviewing. revising. and approving a
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(f) 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 Planes)
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 of applications, 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 the
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 subreclpients as set forth in
§ 578.23(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
Agency (UFA) for 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 HUDwill 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 578.] tfb), and are
described 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 for 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 be taken.
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
pert. 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) ofthe 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 the
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 Continuum's
maximum award amount. The total
amount for which a Continuum of Care
is eligible to apply and be awarded is
dotermined through a four-step process,
including the following factors: A
Continuum's PPRN amount; renewal
demand; any additional increases in
amounts for leasing, rental assistance,
and operating costs based on Fair
Merket Rents (FMRs); planning and
UFA cost funds; and the amounts
available for bonus dollars.
Using the formula that will be

discussed below, HUD will first
determine a Continuum of Care's PPRN
amount, as authorized under section
427(b)(2)(B) of the McKinney-Vento Act.
This amount is the sum of the PPRN
amounts 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. HUDwill 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, HUDhas 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
Conttnuum'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,
HUD will 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.

Awarding 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 withdraw
its offer of the award. These conditions
include establishing site control,
providing proof of match, complying
with environmentel review under
§ 578.31, and documenting financial
feasibility within the deadlines under
§578.21(a)(3).HUb has included In the
interim rule the deadlines for conditions
that may be extended and the reasons
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
.aocordance 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 sarvice
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, rontal assistanco, 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: Hun wants to ensure
that housing is maintained and that
persons do not become homeless
because funding is withdrawn.
Hun may renew projects that were

submitted on time and in such manner
as required by Hun, but did not have
a total score that would allow the
project to be competitively funded. HUD
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 HUD
may terminate the renewal of any grant'
and require the recipient to repay the
renewal grant if the recipient fails to
submit a HUD 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 ofreceiving 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) of the

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 Hun'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
HUDwill 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 Hun'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
HUD 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 HUD. HUD has
established a procedure to process the
appeals and no later than 45 days after
the date of receipt of an appeal, Hun
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 HUDmay
award the grant to that solo applicant
and may direct the Continuum to take
remedial steps to ensure reasonable
participation in the future. HUDmay
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 HUD, or that requested more
funds than HUD awarded, may appeal
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by filing a written appeal within 45 days
of the date of Hoo's announcement of
the award. HUDwill 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 undor
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 a minimum, 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 assistance
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 BUD'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 BUD.
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 an 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), BUD 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 plants)
for the geographic area(s). Under section
423 of the McKinney-Vento Act, a
collaborative applicant may use no more
than 3 percent of total 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. BUD 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 CoGs
maximum award amount.

Unified Funding Agency Costs. Under
this interim rule, BUD 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 will 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 f01'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 parent
organization(s), any other related
organization(s), or organizations that are
members of a partnership where the
partnership owns the structure, unless
HUD 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 HUD's regulations in
24 CPR5.609 and 24 CFR5.611(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 clarifies 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 permanent 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 ellgible 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 harm 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. HUDrequires 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
statement. 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 BUD'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 (mv)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.
BUD 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, BUD 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 CFR part 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 BUD may
require and contain such information as
BUD determines necessary under
§578.17(b). Applications will be posted
on the BUDWeb site (www.hud.gov) for
public comments. In addition to BUD's
review of the applications, interested
members of the public will be able to
provide comment to BUD regarding the
applications.

Requirements. The Continuum of Care
must use HMIS data (BUDwill 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
meets 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 opisodes
for individuals and families in similar
circumstances was reduced by at least
10 percent from the preceding year; (2)
that less then 5 percent of individuals
and families that leave homelessness
become homeless again any time within
the next 2 years, or the percentage of
individuals end 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 BUD 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. BUD has set forth the
standards of 95 percent and 85 percent.
BUD recognizes that these standards are
high, but standards are comparable to
the other standards in the Act, which
are high. It is BUD'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 bas
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 ofHUD'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 year and used Continuum
funds for activities described under
§578.71 must demonstrate that those
activities were effective at reducing the
number of persons who became
homeless in that community, to be
renewed as a HPC.

Selection. HUD will 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 Grants 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 nonbomeless
individuals and families. Recipients and
subreciplents using grant funds on these
eligible activities must follow the
written standards established by the
Continuum of Care in §678.7(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
subrecipients 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 applies to administration
funds, as well 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 role the
longstanding 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 requirements 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
provideq 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 8S
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 peBon 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
substanco abuse treatment services,
recipients and subrecipients may
require program participants to take part
in such services as a condition of
continued participation 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 tho 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 a/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 equel 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 HUD
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
policymaking 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 Policymaking Criteria for
Partnarships With Faith-Based and -
Other Neighborhood Organizations),
issued by President Obama on
November 17, 2010, and published in
the Federal Register 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 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 after the
date of the objection, refer the
beneficiary to an alternative provider.
Executive Order 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 ofregulations and guidance
for agencies to adopt.!
HUD intends to wait for OMB

guidance before initiating any
rulemaking 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 Its
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:// .
IVww.whll"hou,l/.govlslII/Bld,,/aull/filtJIIlupload.1
finalfailhbasedwarki1J88foupreporf·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 rulemaking the provision of
Executive Order 13659 that directs the
referral to alternative providers.
Executive Order 13659 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 HUDwill 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 HUD believes 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
nondiscrimination 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(0) apply. This includes, but
is not limited to, the Fair Housing Act,
Title VI of the Civil Rights Act of 1964,
Section 504 of the Rehabilitation Act of
1973 (Section 504), and title n 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 HDD-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, HUDwill 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, 80
long as admission does not discriminate
against any protected class, as well as
instances where recipients or
subreclpients may limit admission or
provide a preference to certain
subpopulations of homeless persons and
families who need the specialized
services provided in the housing. F9r
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.~3(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
femilies 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
the housing may offer services for a
particular type of disability, no
otherwise eligible individual with a
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 of the
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
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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
preference 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
HN /AIDSand 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 HN /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 as 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 ofthe 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 gendar 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 HUD's technical
assistance materials and for posting on
the HUD Homeless 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, HUD's Lead-Based Paint
regulations, and audit requirements.
The wording of these requirements has
been substsntially 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 knowledge 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. HUDmay enter into
contracts, grants, or cooperative
agreements to implement the technical
assistance. HUDmay also enter into
agreements with other federal agancies
when awarding technical assistance
funds.

Record1ceepingrequirements. 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 HUD 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 pertsining 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
HOMEInvestment Partnerships Program
(24 CFR92.508) and other HUD
rezulatlons.
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 ofrecords 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 subrecipients 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 HEARTIl Act
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-
Asslsted Housing Serving Persons with
Disabilities, and Section 8 Project-Based
Assistance, the regulations for which are
in 24 CFRpart 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 HUn
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

• The Administrative Procedure Act (5 U.S.c.
Subchapter Il) (APA),which governs federal
mlemaklng. provides In section 553(a) that mailers
Involving a military or foreign affair. function of the
United Stetes or a mailer relating to federal 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, HUD has determined that

it would be contrary to the public
interest to delay promulgation of the
regulations for the Continuum of Care
progrem.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-
HEARTHgrant programs in FY 2011,
due to a lack 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 HEARTHcan
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 HUD 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

management or personnal or \0 public property.
loans, grants, benellt., or contract, are exempt from
the advance notice and public cornmant
requirement of sections 553(b) end (c) of the APA.
ID ito regulations In 24 CFR 10.1, HODhas waived
the exemption for advance notice and public
comment for mailers thai relate to public property,
loans. grant •• benellts, or contracts. and has
committed to undertake notice and comment
rulemaklng for then matters.
aAlthough HUD's regulation In 24 CFR10.1

provide that HOD wlll involve public participation
In It. rulemakIng. this regulation a100 provid es that
notice and public procedure will be omitted lfHUD
daterminea In 8 particular cue or class of cases that
notice and public procedure are impracticable,
unnecessary, or contrary to tho public Interest.
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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
HUDhas funded for more than 10 years.
Through the Continuum of Care
Homeless Assistance Grants
Competition program, HUD provided
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
HUDis 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 signif;icantand,
therefore, subject to review by the Office
of Management 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
cboice for the public. This rule was
detennined to be a "significant
regulatory action," as defined in section
3{f)ofExecutlve 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 pennitted 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-
708-3065 (this-is not a toll-free
number). Individuals with speech or
hearing impainnents 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 bas 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 FONSl 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 600-877-8339.
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 (6
U.S.c. 601 at 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 aubstantial
number of small entities. This rule
solely addresses the allocation and use
of grant funds under the new
McKinney-Venlo 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 bas
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, HUD
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 not
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

f Response
Number 0 frequency
respondents (average)

Total annual
responses

Burden hours
per response

§578.5(a) Establishing the ceo .
§578.5(b) Establishing the Board .
§57S.7(a)(1) Hold COCMeetings : .
§578.7(a)(2) InvHationfor New Members .
§578.7(a)(4) Appoint committees .
§578.7(a)(5) Governance charter .
§ 578.7(a)(6) and (7) Monitorperformance and evaluallon
§578.7(a)(S) Centrellzed or coordinated assessment sys-
tern .

§ 578.7(a)(9) Wrtnen standards .
§57S.7(b) Designate HMIS .
§578.9 AppHcatlonfor funds .
§578.11(c) Develop COCplan .
§57S.21(c) Sallsfylng condltlons .
§57S.23 Executing grant agreements .
§ 57S.35(b) AppeaJ.......6olo .
§ 57S.35(c) Appeal-denled or decreased funding .
§57S.35(d) AppeaJ-compeling COC .
§ 578.35(e) Appeal-Consolldated Plan certHlcallon .
§57S.49(a)-leaslng exceptions : .
§ 67S.65 HPC Standards .
§ 57S.75(a)(1) State and local requlremenls-approprtate
service 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 .
§57S.75(e) Ongoing assessrrn:ml of supportive services .
§57S.75(f) Residential supervision .
§57S.75(g) Partlclpallon of homeless Individuals .
§57S.75(h) Supportive service agreements .
.§ 67S.77(a) Signed leases/occupancy agreements .
§578.77(b) Calculallng occupancy charges .
§ 57S.77(c) Calculating rent .
§578.S1(a) Use restriction .
§578.91(a) Termination 01 assistance .
§57S.91(b) Due process for termination of assistance .
§ 57S.95(d)-Conmct-of-lnterest exceptions .
§ 57S.103(a)(3) Documenllng homelessness .
§57S.103(a)(4) Documenting at risk of homelessll8ss .
§57S.103(a)(5) Documenting Imminent threat 01 harm .
§578.103(a)(7) Documenllng program participant records
§578.103(a)(7) Documenting case management .
§ 57S.103(a)(13) Documenting faith-based aclMlles .
§578.103(b) ConfidenliaUIyprocedures .
§ 578.105(a) GranVproJectchanges-UFAs .
§578.105(b) GranVprojectchanges-multlple project appli-
cants .

450 1
450 1
450 2
450 1
450 2
450 1
450 4

450 1
450 1
450 1
450 1
450 1

8,000 1
8,000 1

10 1
15 1
10 1
5 1
5 1
20 1

7,000 1

20 1
72,SOO 2
72,SOO 2
70,720 1
8,000 1
6,600 3

11,600 1
3,000 100

104,000 2
1,S40 200
2,000 200

20 1
400 1

4,500 1
10 1

300,000 1
10,000 1

200 1
350,000 6
8,000 12
S,OOO 1
11,500 1

20 2
SOO 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
19,5OO
11,500
30,000
20S,000
36S,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

6.0
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
S1,OOO
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
20S,000
276,000
300,000

10
1,600
13,500

30
75,000
2,500
100

525,000
98,000
6,000
11,500

80

1,600

Total . 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-ol) and be sent to: HUD
Desk Officer, Office of Management 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 20410-
7000.
Interested persons may submit

comments rogarding 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.regulotians.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, Homeless, 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 Provision.
Sec.
578.1 Purpose and scope.
578.3 Definitions.
Subpart B-Establlshlng and Operating a
Continuum of Csre
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 procllss.
578.21 Awarding funds.
578.23 Executing grant agreements.
578.25 Site control.
578.27 Consolidated plan.

j 578.29 Subsidy layering.
578.31 Environmental review.
578.33 Renewals.
578.36 Appeal.
Subpart D-Program Compon.nts and
Eligible Coata
678.37 Program components and uses of

assistance.
578.39 Continuum of Careplanning

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

System.
578.69 Project administrative costs.
578.61 Relocation costs.
578.63 Indirect costs.
Subpart E-Hlgh·Performlng Communities
578.65 Standards.
678.67 Publication of application.
578.69 Cooperation among entities.
578.71 HPC·eligibleactivities.
Subpart F-Program Requlraments
578.73 Matching requirements.
578.75 General operations.
578.77 Calculating occupancy 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 Timeliness standards.

578.87 Limitation on use of funds.
578.89 Limitation on use of grant funds to

serve persona defined a8homeless under
other federal laws.

678.91 TermInation of assistance to
program participants.

678.93 Fair Housing and Equal
Opportunity.

678.95 Conflicts ofinterest.
678.97 Program income.
578.99 Applicability of other federal

requirements.
Subpart G-Grant 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 et seq., 42

U.S.C.3535(d).

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 amended
(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 hardship;
(C)Has been notified in writing 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 more than 1.S 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. 14043e-
2(6». section 330(h)(S)(A)of the Public
Health Service Act (42U.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 72S(2) of the McI<inney-
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.
lSoo2)). 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 CFR 91.

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 ~eans. as
defined in section 102 of the
Developmental Disabilities Assistance
and Bill of Rights Act of 2000 (4~ U.S.C.
16002):
(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;
(ii) 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)(1) 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
lster 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-performing 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 a regular sleeping
accommodation for human beings,
including 8 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 60-day period
immediately preceding the date of
applyiJlg 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 employment: or
(4) Any inilividual 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 ohild, 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 (HMIS)means the information
system designated by the Continuum of
Care to comply with the HMlS
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 HMlS 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 gonerally 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 ofthe 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 (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 in
§578.11(b), which is approved by HUD
and to which HUD awards a grant.

Victim servtce 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 B-Establlshlng 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 Responslbllitle. of the Continuum0' 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 requirements 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 with 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 8
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 HUDby 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 es 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 Hun by 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.
§678.9 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
geographic 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 applyfor 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 standerds 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 HUll 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 CFRparts 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.

1578.13 Remedial action.
(a) If HUll 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,
Hun may take remedial 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 3D-dayprior

written notice to the Continuum and its

collaborative applicant and give them
an opportunity to respond.

Subpart C-Appllcatlon and Grant
Award Process

§ 578.15 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)Exdu~on.For·profitentitiesare

not eligible to apply for grants or to be
subrecipients of grant funds.
1578.17 Overview of application and grant
awardproc •••.
(a)Formula. (1) After enactment of the

annual appropriations act for each fiscal
year, and issuance of the NOFA, Hun
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 b¥':
(i) Determming 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;
lii) From the amount in paragraph

(a)(2)(1)oftbis section, deducting the
amount published in the NOFA as being
set aside to provide a bonus to
geographic areas for activities that have
provan 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 Vilgin
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 (0)(1) 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, HUDwill 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.

(0) Calculating a Continuum of Care's
maximum award amount. (1) Establish
the PPRN amount. First, HUDwill 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 demend 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 planningiUFA costs:
adjustments to .leasing, operating and
rental assistance line items based on
changes to FMRi and available bonuses.

1678.19 Application process.
(a) Notice of Funding Availability.

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

HUD, including applications Corgrant
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 grant assistance.

1678.21 Awarding funds.
(a) Selection. mID will 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) Announcement of awards. HUD

will announce awards and notify
selected applicants of any conditions
imposed on awards. Conditions must be
satisfied before mID will 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 of the award, or 24

months in the case of funds for
acquisition, rehabilitation, or new
construction. The 12-month dead.line
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 HUD must
execute the grant agreement.

(b) Grant agreements. (1) Multiple
applicants 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 8
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 cover 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 defau.lt 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
578i
(2) To monitor and report the progress

of the project(s) to the Continuum of
Care and HUDi
(3) To ensure, to the maximum extent

practicable, that individuals and
families exporiencing 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 yroject;
(ii) The address or location 0 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 oftitle 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 ill 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
assistance 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 that it has site control
within the time frame established in
section §578.21 before HUDwill
execute a grant agreement. This
requirement 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
subreclplent must be the general partner
of the limited partnership or have a 51
percent controlling interest in that
general partner.
(ii) To have control of the limited

liability company, the applicant or
subrecipient must be the sole managing
member.
(2) If grant funds are to be used for

acquisition, rehabilitation, or new
construction, the recipient or
subrecipient 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 thareof.
S578.27 Consolidated plan.
(a) States or units of generollocal

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 certificetion
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 ·Sublldy layering.
HUD 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) 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 B

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 environmantal review by
HUD under 24 CPR part 50. The
recipient or subrecipiant shall supply
all available, relevant information
necessary for HUD to perform, for each
property, any environmental review
required by 24 CPR part 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
Envirompentallmpact 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 HUD or
local funds for such eligible activities
under this part, until HUD has
performed an environmental review
under 24 CPR part 50 and the recipient
or subrecipient has received HUD
approval of the property.

§578.33 Renewal ••

(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 a/renewal. HUD 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:

(i) Up to 100 percent of the amount
for supportive services and HMIS costs
in the final year of the prior funding
period;

(ii) 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 3D, 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 3D, 2012. Grants
will be renewed if HUD 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 3D, 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 of awards made after
August 30,2012. Review criteria for
competitively awarded renewals made
after August 3D, 2012 will be described
in the NOFA.

(e) Unsuccessful projects. HUD 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
HUD. 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.

(f) 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 HUD 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.

§518.35 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. (t) 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 HVD.

(2) Notice a/intent to appeal. The
solo applicant must submit a written
notice of intent to appeal, with a copy
to the Continuum, with their funding
application. .

(a) 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 0/
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 of receipt 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. HUD may also reduce the
award to the Continuum's applicant(s).

(c) Denied or decreased fiiiiding. (1)
Who may appeal. Eligible applicants
that are denied funds by HUD, or that
requested more funds than Hun
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. HUD 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. Ifmore than one
Continuum of Care claims the same
geographic area, HUDwill 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 HUD'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 ofHUD's
announcement of the awerd.

(3) Decision. HUDwill notify the
applicant(s) ofits decision on the appeal
within 60 days of the date of HUD's
receipt of the written appeal. HUDwill
reverse a decision only upon a showing
by the applicant that HUD error caused
the denial.
(e) Consolidated plan certification. (1)

In general. An applicant may appeal to
HUn 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:

(1) 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 a written 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
HUD's receipt of the jurisdiction's

response. As part of its review, HUD
will consider: .
(A)Whether the applicant submitted

the request to the appropriate political
jurisdiction; and
(B) The reasonableness of the

jurisdiction's refusal to provide the
certificate.
(ii) lfthe 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, HUn will find for the
applicant without further inquiry or
response from the political jurisdiction.

Subpart D-Program Components and
Eligible eoata
§578.37 Programcomponents and uses of
.lllaIance.
(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 suppotiive housing for

persons with disabilities (PSH).PSH can
only provide assistance to individuals
with disabilities and families in which
one adult or child has a disability.
Supportive services designed to meet
the needs of the 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
(0 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
maximum number of months that a
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 rental 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 program
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 (42U.S.C.
10401 et seq.) prohibits the recipient
carrying out the project from making its
housing conditional on the participant's
acceptance of services.

(2) Transitional Housing {Tll],
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 §578.87j
(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 •••
(a) In generol. 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 HUDj
(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 programSj and
(3)Participating in the consolidated

planes) for the geographic area(s).
(b) Continuum of Care planning

activities. Eligible planning 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
plants) of the jurisdiction(s) in the
geographic area; and
(6)Preparing and submitting an

application to HUD 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 coats.
(a) In general. UFAs may use up to 3

percent of their FPRN. or a maximum
amount to be established by the NOPA.
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.

(h) 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 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
prC>gI'am.
(c}Monitoring costs. The costs of

monitoring subrecipients and enforcing
compliance with program requirements
are eligible for costs.

§578.43 Acqul.ltlon.
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. ,
(h)Bligible costs. Eligible

rehabilitation costs include installing
cost-effective energy measures. and
bringing an existing structureto State
and local government health and safety
standards.
(e) Ineligible costs. Grant funds may

not be used for rehabilitation of leased
property.

§578.47 New construction.
(a) USB. Grant funds may be used to:
(1)Pay up to 100 percent of the cost

of new construction. including the
e.AIT ACHMENT ••_•••••••__•••••.
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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 leasing.
(a) Use. (1) Where the recipient or

subrecipient is leasing the structure, or
portions thereof, grant funds may be
used to pay for 100 perccnt 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 ilpartnership,
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
pro~;
lil) 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 facilities. If the structure is being
used as a supportive service facility,
then these utility costs are a supportive
sarvice 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 §57B.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 oftitle 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 characteristics 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 Rentala•• I.tance.
(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 section.
(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 assistance 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 remain 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
comretition.

(e Project-based rental assistance.
Proiect-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. HUD will

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, taldng into
account the location, size, type, quality,
amenities, facilities, and management
and maintenance of each unit.
Reasonable 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 tenent-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.

(I) Vacancies. If a unit assisted under
this section is vacated before the
expiration of the lease, the assistance for
the unit may continue for a mliXimum
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.
(j)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.

0) 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 .ervlce •.
(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
operation 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)(1)(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/AIDS; 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.
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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 stilling;
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.
(i) Services include instruction or

training in consumer education, health
education. substance abuse prevention.
literacy, English as a Second Language.
and General Educational Development
(GED).
(li) 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.
(il) 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) IDigible 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 ofveterans 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 a

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 skills training. The costs of
teaching critical life management skills
that may 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 management,
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
useand 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 analysis or

assessment of an individual's health
problems and the development of a
treatment plan;
(i1)Assisting individuals to

understand their health needs;
(iii) Providing directly or assisting

individuals to obtain and utilize
appropriate 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 ineli~ble.

(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
transportation; 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 ofreceiving
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)(I)
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
(il) The salary and benefit packages of

the recipient and subrecipient staff who
directly deliver the services.

§678.65 Operating costs.
(a) Use. Grant funds may be used to

pay the costs of the day-to-day operation
of transitional and permanent 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 is paid for with grant funds;
(5) Electricity, gas, ani:!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 Homela •• Management
Information Systam.
(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:

(1) 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 Load, 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 Hun; 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 admlnlatratlve coats.
(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
§ 578.43 through §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 recipient may use
only one of these methods for eacb
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;
(C) Developing agreements with

subrecipients and contractors to carry
out program activities;
(D) Monitoring program activities for

progress and complianco with program
requirements;

(E) Preparing reports and other
documents directly related to the
program for submission to HUD;
(F) 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 as 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
responsibilities 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 Relocation costs.
(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 OMB Circulars 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 OMB Circulars A-87 or
A-122, as applicable.
(c) Expenditure 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 detormining the total costs subject
to the expenditure limits.

Subpart E-Hlgh·Performlng
Communities

§678.66 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 HUD may
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:

(1) 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.
(ii) 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.
(lv) Serving families and youth. With

respect to Continuums that served
homeless families and youth defined as
homeless under other federal 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 HUD that 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.
(il) 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 Publication of application.
mm will publish the application to

be designated an HPC through the mm
Web site, for public comment as to
whether the Continuum seeking
designation as an HPCmeets the
standards for being one.

§578.69 Cooperation among entitle ••
An HPC must cooperate with HUD in

distributing information about its
successful efforts to reduce
homelessness.
§578.71 HPC-eUglble actlvlll •••
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
HPCs may 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 forth in §578.7(a)(9)(v) and
recordkeeping requirements of 24 CFR
576.500 apply.

Subpart F-Program Requirements

} §578.73 Matching requirements.
(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 matcb 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

subrecipient may 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 (MOU)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 subrecipient'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 General operations.
(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 household 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

A1TACHMENT ••••••{}.•••_ •••.
PAGE ...~J.....OF .. __~.lQ.._PAGES



45458 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

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.
(f)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
directors or other equivalent
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.
lhJ 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 person 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
pro8f!UD.
[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.

§678.n CalculaUng occupancy charges
and nlnt.

(a) 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
accordingly.
(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 agree 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 t,anslUonal
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 Tann of commitment, nlpaymant
of grants, and prevention of undue benefits.
(a) In ge!,era1.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 HUD-approved
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 HUn's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
ge~phic area. '
(cl Repayment of grant funds. If a

project is not operated as transitional or
permanent housing for 10 years
following the date of initial occupancy,
mm will 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) of this 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 asmm may 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
thisfart:
(3 Project-based rental assistance 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 1sbeing 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 participant 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
(ii) 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; and
(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 be 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 (e) 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. including any permanent move
from the real property that is made:
(A) After the owner (or person in

control of the site) issues a 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'
applicable) that is later approved and
funded and the recipient or subreoipisnt
has site control as evidenced in
accordance with §578.25(b); or
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(B)After the owner (or person in
control of the site) issues 8 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
(il) 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 partlcipantis 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] ofthis section,
a person does not qualify as a
"displaced person" if:
(AJThe 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 8 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
demolition 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 subrecipient,
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.

5678.86 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 subrecipient; and
(3)Dmw down funds at least once per

quarter of the program year, after
eligible activities commence.

§578.87 Limitation on use of funda.
(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
paiticipanis. 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
religious 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 ofreligion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religIous practice.

(2) 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) ReJigious 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 ita
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 ofthe 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 govemmentwide
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 Stete 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) Rentel assistance and leasing; or
(5) Rental assistance and operating.
(d) Program fees. Recipients and

subrecipients may not charge program
participants program fees.

§578.89 Limitation on u.e of grenl funds
to .erve person. defined e. homeless
under other fecleral lewa.
(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 isan
equal or greater priotity 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.

S 578.91 Termination of aaalatance to
program participants.

(a) Tennination of assistance. The
recipient or suhrecipient 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 suhrecipient 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 suhrecipient must provide a
formal process that recognizes the rights
of individuals receiving assistance
under the due process of law. 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.

§678.93 Fair Houalng 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
sabpopulations. 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
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:
(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
suhpopulation [e.g., housing also
assisted with funding from the Housing
Opportunities for Persons with AIDS
program under 24 eFR part 574 may he
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
otharwise 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 marke~ 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

hou~ngandsenricesforpenonswi~
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.

§678.95 Confllcta of Intereat.
(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
or&anizations).
lb) 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 eny type or amount of
assistance under this part, or when a
covered person's. as in paragraph (d)(l)
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 §578.75(b) that the recipient.
subrecipient. or related entity owns.
(d) ather 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 reci pient, HUDmay grant
an exception to the provisions of this
section on a case-by-case besis, 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)(il) 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)(S)(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:
lA) 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
para8!"aph (c)(l) of this section:
(EJWhether 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
grour 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
collected to move to permanent
housing.
§578.99 Applicability of other federal
requirements.
In addition to the requirements set

forth in 24 CFR part 5, use of assistance
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 50 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 600S 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 materials 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 EPAguidelines.
(c) Transparency Act Reporting.

Section 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 Banier Resources Act

of 1982 (16 U.S.C. 3501 et seq.) may
apply to proposals under this part.
depending on the assistance requested.

(e) Applicability of OMBCirculars.
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)--apply 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 22o--Cost 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, 88 applicable,
comply with Section 3 of the Housing
and Urban Development Act of 1968
and its implementing regulations et 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 parsons
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. HUDmay 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. HODmay enter into
contracts, grants. or cooperative
agreements, when necessary, to
implement the technical assistance.
HUDmay also enter into agreements
with other federal agencies for awarding
the technical assistance funds.

§578.103 Recordkeeplng requIrement ••
(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:
(1) 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 of this 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 §578.9, 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 recipient 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 beliefof
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 under §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 records:
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 subrecj.pient
must keep the following documentation
of annual income:
(i) Income evaluation form specified

by HUD and 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
eva.luation;
(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
subrecipient'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 a-month
period following the evaluation.

(7)Program participant records. In
addition to evidence of "homeless"
status or "at-risk-of-homelessness"
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 §57S.37(a)(1)(ii)(F); and
(ii) Where applicable, compliance

with the termination of assistance
requirement in §57S.91.

(s) Housing standards. The recipient
or subrecipient must retain
documentation of compliance with the
housing standards in §57S.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 emounts
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.

(10) Match. The recipient must keep
records of the source and use of
contributions made to satisfy the match
requirement in § 57S.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 § 57S.95(c), the
Continuum of Care board conflict-of-
interest requirements in §578.95(b), the
other conflict requirements in
§57S.95(d), a copy of the personal
conflict-of-interest policy developed
and implemented to comply with the
requirements in § 57S.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 §578.S7(b).

(14) AffinnativelyFurthering 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 § 57S.93(c).
(15) Other federal requirements. The

recipient and its subrecipients must
document their compliance with the
federal requirements in §57S.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 recipient and its

subrecipients must retain copies of all
procurement contracts and
documentation of compliance with the
procurement requirements in 24 CFR
85.36 and 24 CFR part 84.

(17) Other records specified by HUD.
The recipient and subrecipients must
keep other records specified by HUD.

(0) 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 ofrecordretBntion. 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 rears after the
expenditure of al 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 p'art.
(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 HUD.Projects receiving grant funds
only for acquisition, rehabilitation, or
new construction must submit APRs for
15 years from the date ofinitial
occupancy or the date of initial service
provision, unless HUD provides an
exception under §578.81(e).
§578.105 Grant and project changeB.
(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 HUD 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 Sancllons.
(a)Performance reviews. (1) HUDwill

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.,
LOCCSand e-snaps) and HMIS. 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) IIHUD determines preliminarily
that the recipient or one of its
subrecipients has not complied with a
program requirement, HUD will give the
recipient notice of this determination
and an opportunity to demonstrate,
within the time prescribed by HUD and
on the basis of substantial facts and data
that the recipient has complied with the
requirements. HUDmay 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, including:
(i) Preparing and following a schedule

of actions for carrying out activities end
projects affected by the noncompliance,
including schedules, timetables, and
milestones necessary to implement the
affected activities and projects;
(il) Establishing and following 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;
(v) 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
precludo the further expanditure of
funds for affected activities or projects.
(4)HUDmay continue the grant with

a substitute recipient ofHUD'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.
(c)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) IfHUD 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
occupancy; and

(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) of this section.
Daled: Juno 28, 2012.

Mark Johnston,
Assistant Secretary for Community Planning
and Development (Acting).
IFR Doc. 2012-17546 Filed 7-30-12: 8:45 am)
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PART 200-UNlFORM ADMINISTRA·
TIVE REQUIREMENTS,COST PRIN·
CIPLES, AND -AUDIT REQUIRE·
MENTSFOR FEDERALAWARDS

Subpart A-Acronyms and
Definitions

Sec.
200.0 Acronyme.
200.1 Definitions.
200.2 ACQuiBitioncost.
200.8 Advance payment.
200.. Allocation.
200.6 Audit finding.
200.6 Auditee.
200.7 Auditor.
200.8 Budget.
200.9 Centra.! service cost allocation pla.n.
200.10 C&talog of Federal Domestic A8S1st.-

ance (CFDA) number.
lKlO.l1 CFDA prO&'J'&Dltitle.
200.12 Capita.l assets.
200.13 Capital expenditures.
200.14 Cla.1m.
200.15 Cl&ll8of Federal awards.
200.16 Closeout.
200.17 Cluster of programs.
200.18 Cognizant agency for audit.
200.19 Cogn1zant agency for iDdirect COBts.

200.31 Computing dev1oes.
200.21 CompUance 8upplemmt.
200..22 Contract.
200.23 Contractor.
200.2-l Cooperative agreement.
200.25 Cooparative audit resolution.
lKlO.26 Corrective action.
200.27 Coet allocation pla.n.
200.28 Coat objeotive.
200.29 Coet Bba.r1ngor matching.
200.80 Cross-cutting audit finding.
200.31 [Reeerved)
200.32 Data UnlverBBl Numbering System

(DUNS)number.
200.38 Equipmen t.
200.8{ Expenditures.
200.35 Federal agenoy.
200.36 Federal Audit Clea.r1ngbouse (FAC).
200.87 Federal awarding agency.
200.38 Federal aWard.
200.39 Federal award date.
20040 Federal f1na.ncial assistance.
200.41 Federal illtereet.
200.42 Federal program.
200.43 Federa.l share.
2OO.~ Final coat objective.
200.45 Fixed amount awards.
200.46 Foreign public entity.
200.47 Foreign ol'l!'lln1zatloD.

200.48 General purpose equipment.
200.49 Generally Accepted Accounttng Prin-

ciples (GAAP).
200.50 Generally Aocepted Government Au-

diting Standards (GAGAS).
200.51 Grant agreement.
200.52 Hoepital.
200.58 Improper payment.
200.54 IndlaD tribe (or "fedll1'lLllyrecognized

IndlaD tribe").
200.55 Institutions of Higber Education

(]liEs).
200.66 Ind1rect (fa.cU1ties &. a.dm1Ii1stratlve

(F&A» coets.
200.57 Indireot cost rate propoBBl.
200.68 Information technology systems.
200.69 Intangible property.
200.60 Intermediate cost objective.
200.61 Internal controlJ!.
200.62 Internal control over compl1a.nce re-

Quirements for Federal awards.
200.63 Loan.
200.64 Local government.
200.65 Major prognun.
200.66 Management decision.
200.67 Micro-purCb&llB.
200.68 Modif1edTota.l Direct Cost (MTDC).
200.69 Non-Federal entity.
200.70 Nonprofit organization.
200.71 Obligations.
200.72 Office of Management and Budget
. (OMB).
200.73 Oversigbt agency for audit.
200.74 PB8S-tbrougb entity.
200.75 Participant support costs.
200.76 Performance goal.
200.77 Pertod of performa.nce.
200.78 Personal property.
200.79 Personally Identifia.ble Information

(pm.
200.80 Program income.
200.81 Property.
200.82 Protected Personally Identifiable In-

formation (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 aoquisition threshOld.
200.89 Special purpose equipment.
200.90 State.
200.91 Student Financ1al Aid (SFA).
200.92 Subaward.
200.93 Subrecipient.
200.94 Supplies.
200.95 Termination.
200.96 Third-party in-kiDd contrrbuuons.
200.97 Unliquidated obligations.
200.98 Unobligated balance.
200.99 Voluntary committed cost Bba.rtng.
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Subpart 8-General Provisions

200.100 Purpose.
200.101 Appl1cabUlty.
200.102 Exceptions.
200.103 Authorities.
200.104 Superaesa1on.
200.105 Mect on other l8aullJ1cee.
200.106 Agency 1mplementation.
200.107 OMB responsibilities.
200.108 Inqulrles.
200.109 Review date.
200.110 Effect1velappl1ca.b111tydate.
200.111 Engl1ah lllJ1~e.
200.112 Confllot of interest.
200.118 Ma.ndatory di.eclosW'e&.

Subpart <:-Pre-Federal AWOId Require·
ments and Contents of Federal Awards

200.200 Purpose.
200.201 Use of grllJ1t a.greements (including

fixed amount awa.rdB).cooperative agree-
ments. and oontra.cts.

200.202 Requirement to provide publlc no-
tice of Federal flnllJ1cial aIl8istance pro-
gram ••.

2OO.llO3 Notices of ftmding opportunities.
200.204 Federal awarding agency review of

merit of propo88.ls.
200.205 Federal awarding agency review of

risk posed by appl1OllJ1ts.
200.206 Standard appUca.tion requirements.
200.207 Specific conditione.
200.208 Certlllcatloll8 llJ1drepresentations.
200.209 Pre-a.ward costs.
200.210 Informa.tion contained In a Federal

award.
200.211 Public accese to Federa.! award infor-

mation.
200.212 SuspeDB10nand debarment.

SUbpart D-PoIt Federal Award
Requirements

STANDARDS FOR FINANCIAL AND PROGRAM
MANAGEMBNT

200.300 Statutory llJ1d national policy re-
quirements.

200.801 Performance measurement;
200.302 FlnllJ1cla.!management.
200.303 Interna.l controts.
200.304 Bonds,
200.805 Pa.ym8llt.
200.306 Coat aba.rlng or match1ng.
200.307 Program 1noome.
200.306 Revision of budget llJ1d program

pla.ns.
200.309 Period ot performance.

PROPERTY STANDAJWS

200.310 Insurance coverage.
200.311 Rea.!property.
200.312 Federally-owned and exempt proJ)-

erty.
200.818 EqUipment.

2 CFRCh. II (1-1-15 EdHlon)

200.314 Supplles.
200.315 Intangible property.
200.316 Property truBt relatlonahip.

PRoctJRBMII:NT STANDARDS

200.317 Procurementl5 by states.
200.318 Genera.! procurement standards.
200.819 Competition.
2OO.S20 Methode of procurement to be fol-

lOWed.
200.321 Contracting with small and minority

bwIinessea. women'. buawsa enterprises.
and labor surplus a.rea tlrmIl.

2OO.S22 Procurement of recovered materials.
2OO.S23 Contract COBt and price.
200.824 Federal a.wardlng agency or pass-

through entity review.
2OO.S25 Bonding requirements.
2OO.S26 Contract prov1B1oDa.

PERFORMANCE AND FINANCIAL MONITORING
AND REPoRTING

2OO.S27 Financia.! reporting.
200.828 Monitoring and reporting progra.m

performance.
200.829 Reporting on real property.

SUllRECIPIENT MONITORING AND MAN.\GSBNT

200.330 Subrecipient and contractor deter-
minations.

200.331 RequIrements for pass-through enti-
tles.

200.332 Fixed amount subawards.

REOORD RETEN'1'.ION AND ACCBSS

200.333 Retention reqll1rements for records.
200.334 Requests for tra.nafer of records.
200.335 Methods for oollection. transm188lon

llJ1dstorage of Information.
200.336 Ac:ceasto records.
200.887 Restrictions on pubUc acoeBS to

records.

REMEDIESFOR NONCOMPLIANCE

200.338 Remedies for noncomplla.nce.
200.339 Termination.
200.840 Notification of termination reqll1re-

ment.
200.341 Opportunities to object. bearings

and a.ppea.!s.
200.342 Effects of lIuspension and termi-

nation.

CLoSEOU'l'

200.348 Closeout.

POST-CLOSEOUT ADJuSTMENTS AND
CONTINUJNG REsPONSIBILITIBS

200.344 Post-closeout adjustments and con-
tinuing responBibilltlB8.

COLLECTION OJ' AMOUNTS DUE

200.345 Collectlon of amounts due.
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SUbpart E-cost PrInclpIN

GENERAL PRoVISIONS

200.400 Polioy guide.
200.401 Appl1catioll.

BASIC CONBIDEJV.TIONB

200.402 CompoB1ttoIlof COStI!.
200.403 Factors al!ectiDK allowab1l1ty of

costs.
200.404 Reaso_ble ooeta.
200.405 Allocable costs.
200.406 Applicable credite.
!!OO.4O'1 Prtor wrttteD approval (prior ap.

proval).
200.408 L1mitatiOIl 011alloW&Ilceof costs.
200.409 Suec1al coJl81deratIOIl8.
200.410 cOllectloIl of unallowable costs.
200.411 Adj1l8tment of prevIOWlly I1egotiated

indirect (F&A) cost ratee contain1ng un-
allowa.ble costs.

DIRBCTAND ll.'DlRECT (F&A) CoBTB
2OO.4J.'j Cl&.ll8lf1cationof costs.
200.413 D1nlct costs.
200.414 Indirect (F&A) costs.
200.415 RequIred certifications.

SPECIAL CONSIDEJV.TIONS FOR STATES, LOCAL
GoVEll.NNEN'I'S AND l)IDIAN TB.!BEs

!!OO.416 Cost allocation plans and Indirect
cost proposals.

200.417 IIlteragency service.

SPECIAL CoNBIDERATIONS II'OR INSTITUTIONS OF
HIGHER EDUCATION

200.418 Costs 1DcUlTedby states and local
governmellts.

200.4111 Cost acCOUIlt1ngstandards and d18-
closure llta.temeJIt.

GllNKRAL PROVl8IONS FOR SELECTIIDITEMs OF
CoST

200.420 COIl8iderattoDSfor selected items of
cost.

200.421 Advert1s1ng and public relations.
200.422 Advisory couacns.
200.423 Alcohol1c beverages.
200.424 A111JJlIl1laeactivities.
200.425 Audit services.
200.426 Bad debte.
200.42'1 Bonding costs.
200.~ Collections ofimproper paymeIltl!.
200.429 Commencement a.nd convocatton

costa.
200.430 CompeIl8ation-personal services.
200.431 Compensa.t1on-fringe benefits.
200.432 Conferenoes.
200.483 Contingency provisions.
200.484 Contributions and donations.
200.435 Defense and prosecution of crtm1na.I

and otvU proceedings, ola.1ms, appea.le
and pateDt infringements.

200.436 Deprecia.tion.
200.43'l Employee health and welfare costs

PI,200

200.438 Enterta.lnment costs.
200.439 Equipment aDd other capital expend-

itures.
200.440 Exchange rates.
200.441 Fines, pena.ltles, damages and other

aettlements.
200.442 FlIJld ra1sing and in vestment man-

agemsnt costs.
200.448 G&1nsand loeses on disposition of de-

preciable assets.
200.444 Gfller&l oosts of government.
!!OO.445 Goods or services for Jl8J'Bonaluse.
200.448 Idle fac1litiee and idls capaoity.
200.447 Insurance &lidindemnification.
200.448 Intellectual property.
200.449 Interest.
200.450 LobbyiDg.
200.451 LOlI8eIlon other awarciB or contracts.
200.452 Ma.1ntenanC8and repair costs.
200.453 Ma.terials and supplies coats, includ-

Ing costs of computing devices.
200.454 Memberships, subllcr1ptionll. and pro-

fesslonal activity COlI ts.
200.465 Orga.njzatlon costs.
200.456 ParticIpant support costs.
200.467 Plant and security ooete.
!!OO.458 Pre-a ward 008\11.
200.469 Profeseional service costs.
200.460 Propollal costs.
200.461 Publication a.Ddprinting coste.
2OO.f62 Rearrangement and reconversion

costs.
200.463 Recruiting costs.
200.484 Relooa.tlon oostll of employees.
200.465 Rental costs ot real property and

equipment.
200.466 Schola.rshJ.psand stndent aid costs.
200.467 Salling and marketing oosts.
200.468 8pec1al1zed.ll8l'Vicefao1l1t1ee.
200.469 StllcSent activity eoete.
200.470 Taxes (lncillding Vallie Added Tax).
200.471 TermJ.na.tlon costs.
200.472 TrainIng &lideducation costs.
200.478 TraDIlporta.t1on costs.
200.4'14 Travel costs.
200.476 Trustees.

Subpart F-Auclt Requirements

GENBRAL

200.500 Purpose.

AUDITS

200.501 Audit requirements.
200.602 BaBis for determining Federa.l

awards expended.
200.503 Relation to other audit require-

ments.
200.504 Frequency of audita.
200.505 SanctloIl8.
200.506 Audit costs.
200.507 Program-spec1fic audits.

AUDrrEES
200.606 Auditee respons1bllltles.
200.509 Auditor selection.
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200.510 Financi&! st&tementll.
200.511 Audit tiIld1ngs follow-UJ>.
200.512 Report submission.

FEDBRAL AGENOIEI!

200.513 Responsibilities.

AUDITORS

200.614 Scope of audit.
200.515 Audit reporting.
200.616 Audit tlnd1ngs.
200.517 Audit docwnentatlon.
200.618 Major program determiDa.tion.
200.519 Criteria for Federal program riak.
200.520 Criteria for a low-risk auditee.

MANAGEMENTDECISIONS

200.fl2l Management decision.
APPENDIX I TO PART 200-FULL TExT OF No·

nCE OJ' FUNDING OPPORTUNITY
APPENDIX n TO PART 2OO-CONTRACT PROVI-

SIONS FOR NON-FEDERAL ENTITY CON·
TRACTSUNDER FEDERAL AWARDS

APPENDIX m TO PART 2OO-INDIREOT (F&A)
COSTS IDENTIFIOATION AND ASSIGNMENT,
AND RA'I'B DE'l'ERMlNATlON FOR IN8TlTU-
TlONS OF HIGHER EDUCATlON(IllES)

APPENDIX IV TO PART 2OO-INDIRECT (F&A)
COSTS IDENTIFICATION AND ASSIGNMmiT,
ANDRATH DETlmMINATlON FOR NONPROFIT
ORGANIZATIONS

APPENDIX V TO PART 200- STA'J'&'LOCALGoV-
ERNKENTWIDECD."'TRALBERVICE COST AL-
LOCATIONPLANS

APPKNDIX VI TO PART 200-PUBLIc A.s5IST·
Al\'CECOST ALLOCATIONPLANS

APPENDIX vn TO PART 22G-BTATES AND
LooAL GOVBRNMENTAND lNDlAli TRIBE IN-
DIRECTCOST PROPOSALB

APPENDIX VIII TO PART 200-NONPROFIT 0&-
GANlMTlONS ExlDn'TED FRaN SUBPART
E-CoST P'IlJN(lIPLES OF PART 200

APPENDIX IX TO PART 2OhHOBl'lTAL COsT
PRINCIPLES

APPENDIX X TO PART 200-DATA COI.LBC'I'ION
FORM (FORM SF-8AC)

APPENDIX Xl TO PAllT 200-CoMPLIANCE sor-
PLEMBNT

AUTHORITY:31 U.S.C. 500

SOURCE: 78 FR 'l8608. Dec. 26. 2013. unless
otherw1Se noted.

Subpart A-Acronyms and
Definitions
ACROI'."YMS

§ 200.0 Acronymll.

ACRONYM TERM

CAS Cost Accounting Standards
CFDA Catalog of Federal DomestiC
Assistance

2 CFRCh. II (1-1-15 Edition)

CFR Codeof Federal Begulatdons
CMIA Cash Management Improve-
ment Act

COG Councils OfGovsrnments
COSO Committee of Sponsoring Orga-
nizations of the Treadwa.y Commis-
sion

EPA Environmental Protection AgeD
cy

ERISA Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1301-
1461)

EUI Energy Usage Index
F&A Fac1l1ties and Administration
FAC Federal Audit Clsarinlrhouse
FAIN Federal Award Identification
Number

FAPIIS Federal Awardee Perform-
ance and Integrity Information Sys-
tem

FAR Federal Acquisition Regulation
FFATA Federal Funding Account-
ab1lity and Transparency Act of 2006
or Transparency Act-Publ1c La.w
109-282, as amended by section 6202(a)
of Public Law 116-252 (31 U.S.C. 6101)

FICA Federal Insurance Contribu-
tions Act

FOIA Freedom of Information Act
FR Federal Register
FTE Full-time equivalent
GAAP Generally Accepted Account-
ing Prfnciples

GAGAS Generally Accepted Govern-
ment Auditing Standards

GAO Government Accountability Of-
fice

noco Government owned, contractor
operated

GSA General Services Administration
IBS Institutional Base Salary
IHE Institutions of Higher Education
mc Internal Revenue Code
ISDEAA Indian Self-Determination
and Education and Assistance Act

MTC ModifiedTotal Cost
MTDC ModifiedTotal Direct Cost
OMB Office of Management and Budg-
et

Pll Personally Identifiable Informa-
tion

PMS Payment Management System
PRHP Post-retirement Health Plana
PTE Pass-through Entity
REUI Relative Energy Usage Index
SAM System for Award Management
SFA Student Financial Aid
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SNAP Supplemental Nutrition Assist.-
ance Program

SPOC Single Point of Contact
TANF Temporary Assistance for
Needy F&m1l1es

TFM Trea.sury Financial Ma.nual
U.S.C. United States Code
VAT Value AddedTax
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75880,Dec. 19, 2014]

f 200.1 DefiDitiona.
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 acttvi-
ties. These definitions could be supple-
mented by additional instructional in-
formation provided in governmentwide
standard information collections.

t 200.2 Acquiaition 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 oosts for soft-
ware includes those development costs
capitalized in accordance with gen-
erally accepted accounting prinCiples
(GAAP). Anc1llary charges. such as
taxes, duty, proteetdve in transit insur-
ance, freight, and installation may be
included in or excluded fi'om the acqui-
sition cost in accordance with the non-
Federal entity's regular accounting
practioes.

1200..3Advance payment.
Advance payment means a payment

that a Federal awarding agency or
pas5-through entity makes by e.ny ap-
propriate payment mechanism, includ-
ing a predetermined payment schedule,
before the non-Federal entity disburses
the funds for program purposes.

t 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-

§200.9

vided or other equitable relationship.
The process may entall ass1gn1ng a
cost(s) direotly to a final cost objective
or through one or more intermediate
cost objectives.

§200.5 Audit finding.
Audtt lltu1ing mea.ns deficiencies

which the a.uditor is required by
§200.516 Audit 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.

1200.7 Auditor.
Auditor mesne an auditor who is a

public accountant or a Federal, state,
local government, or Indian tribe audit
organization, whioh meets the general
standa.rds speCified for external audi-
tors in generally accepted government
auditing standards (GAGAS).The term
auditor does not include internal audi-
tors of nonprofit organizations.
[79 FR 76880,Dec. 19, 2014J

§ JOO.8 Budget.
Budget means the financial plan for

the project or program that the Fed-
eral awarding agency or pass-through
entity approves during the Federal
awlLl'dprocess or in subsequent 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 aervice cost allocation
plan.

Central service cost allocation plan
means the documentation identifying,
accumulating. and allocating or devel-
oping billing rates based on the allow-
able costs of services provided by a
state, local government, or Indian tribe
on a oentralized basis to its depart-
ments and agencies. The costs of these
services may be allocated or b1lled to
users.
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t 200.10 Catalog of Federal Domestic
Assistance (CFDA)number.

CFDA number means the number as-
signed to a Federal program in the
CFDA.

1200.11 CFDAprop'llDl title.
CFDA progTam title means the title of

the program under which the Federal
award was funded in the CFDA.

§200.12 Capital aaete.
Capital assets means tangible or in-

tangible assets used 1n operations hav-
ing a useful life of more than one year
which are capitalized in accordance
with GAAP. Ca.pital assets 1nclude:

(a) Land. buildings (fac1l1ties). eQuip-
ment, and 1ntellectual property (in-
clud1ng software) whether acquired by
purchase, construction, manufacture,
lease-purchase, exchange, or through
capital leases; and

(b) Additions, improvements, modi-
fioations, replacements, rearrange-
ments, reinstallations, renova.tions or
alterations to capital assets that mate-
rially increase their value or useful life
(not ordinary repairs and mainte-
nance).

§ 200.13 Capital expenditure8.
Capital e;r;pendituTe& means expendi-

tures to aoquire capital assets or ex-
penditures to make additions, Improve-
ments, modifications, replacements,
rearrangements, reinstallations, ren-
ovations, or alterations to capital 8.5-
sets that materially increase their
value or useful life.

§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 conditions 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 CFRCh. II (1-1-15 EdHlon)

1200.16 Clan ofFedera1 award8.
Class of Federal awaras 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 spec1f1c provisions or
exceptions may apply.

1200.16 Closeout.
Closeout means the process by which

the Federal awarding agency or paae-
through entity determines that all ap-
plicable administrative actions and all
required work of the Federa.l award
have been completed and takes actions
as described 1n§200.343Closeout.

§200.17 Cluster of programs.
Cluster of programs means a grouping

of closely related programs that share
common compliance requirements. The
types of clusters of programs are re-
search and development (R&D),student
financial aid (BFA), and other clusters.
"Other clusters" are as defined by OMB
in the compliance supplement or as
designated by a state for Federal
awards the state provides to its BUb-
recipients 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 and advise the subrecipients of
oomplianoe requirements applicable to
the ctuster, consistent with 1200.331
Requirements for pass-through enti-
ties, paragraph (a). A cluster of pro-
grams must be considered 8.S one pro-
gram for determining major programs,
as described in §200.618Major program
determination. and, with the exception
of R&D as described in 1200.601Audit
requirements, paragraph (c), whether a
program-specific audit may be elected.

1200.18 Cognizant agency for audit.
Cognl.eant agency for audit means the

Federal agency designated to carry out
the responsibili ties described in
§200,513Responsibilities, paragraph (a).
The cognizant agency for audit is not
necessarily ·the same as the cognizant
agency for indirect costs. A list of cog-
nizant agenctes for a.udit may be found
at the FACWeb site.

82

ATTACHMENT _.•J2 .
PAGE •.JC....OF J.~t~PAGES



OMB Guidance

§100.19 Cognizant agency for indirect
com.

Cognizant agency for indirect costs
means the 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
18 not necesearily the same al! the cog-
nizant agency for audit. For assign-
ments o! cognizant agencies see the
following:
(a) For IREs: Appendix m to Part

200-Ind1rect (F&A) Costs Identifica-
tion and Assignment, and Rate Deter-
mination for Institutions of Higher
Education (IHEs), paragraph C.ll.
(b) For nonprofit organizations: Ap-

pendix IV to Part 200-Ind1rect (F&A)
Costs Identification and Assignment.
and Rate Determination for Nonprofit
Organizations, paragraph C.12.
(c) For state and local governments:

AppendU V to Part 200-BtatelLocal
Governmentwide Central Service Cost
Allocation Plans, paragraph F.1.
(d) For Indian tribes: Appendix VII to

Part ~tates and Local Govern-
ment and Indian Tribe Indirect Cost
Proposal, paragraph 0.1.

[78 FR 78608, Dec. 36, 2013, as amended at 79
FR 76880. Dec. 19. 20141

t ZOO.JOComputiDg devieea.
Computing devices means machines

used to acquire, store, analyze, process.
and publ1sh data and other information
electronically. including aooessories
(or "peripherals") for printing, trans-
mitting and receiv1ng, or storing elec-
tronic information. See also 1§200.94
Supplies and 200.68Information tech-
nology systems.

§280.21 Compliance supplement.
Compliance supplement means Appen-

dix XI to Part 2OO-Compliance Supple-
ment (previously known "as the Cir-
cular A-13SCompliance Supplement).

t 200.22 Contraet.
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 tl:Ienon-Federal enti-
ty considers it a contract, when the
substance of the transaction meets the
definition of a Federal award or
subaward (see 1200.92Subaward).

§200.23 Contractor.
Contractor means an entity that re-

ceives a contract as defined in 1200.22
Contract.

1200.24 Cooperative agreement.
Cooperative agreement means a legal

instrument of financial aeeistance be-
tween 8. Federal awarding agency or
pass-through entity and a non-Federal
entity that, consistent with 31 U.S.C.
630HS05:
(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 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 d1stlnguished from a gra.nt in

that it prov1des 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 15
U.S.C. 8710a;or
(2) An agreement that prov1des 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~ Cooperative audit resolution.
Cooperative audit resolutio71means 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 a.gencyand the non-FederaJ en-
tity. This approach is based upon:
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§2oo.26

(a) A strong commitment by Federal
agency and non-Federal entity leader-
ship to program integrity;
(b) Federal agencies strengthening

partnerships and working ooopera-
tively with non-Federa.l entities and
their auditors: and non-Federal enti-
ties and their auditors working coop-
eratively with Federal agencies:
(c) A focus on current conditions and

corrective action going forward;
(d) Federal agencies offering appro-

priate relief for past noncompliance
when audits show prompt corrective
action has occurred; and
(e) Federal agency leadership Bending

a clear message that continued failure
to correct conditions identified by au-
dite which are likely to cause improper
payments, fraud. waste, or abuse is un-
acceptable and will result in sanctions.

A200.26 Corrective aetioD-
Corrective action means action taken

by the auditee that:
(a) Corrects ident1f1eddeficiencies;
(b) Produces recommended improve-

ments: or
(c) Demonstrates that audit f1ndings

are either invalid or do not warrant
auditee action.

§200.27 Cost allooatioD plaD.
Cost allocation plan means central

servfce cost a.llocation plan or public
assistance cost allocation plan.

A 200.28 Cost objedive.
Cost objective means a program, func-

tion, activity, award, organizational
subdivision. 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 projects, etc. A
cost objective may be a maier function
of the non-Federal entity. a partioular
service or project. a Federal award, or
an indirect (Fac1l1tieB& Administra-
tive (F&A» cost activity, as described
in Subpart E-Cost Principles of this
Part. See also it 200.44 Final cost objec-
tive and 200.60 Intermediate cost objec-
tive.

§ JOO.~9 Coo sharing or matching.
Cost sharing OT matching means the

portion of project costs not paid by
Federa.l funds (unless otherwise author-

2 CFR Ch. II (1-1-15 Edition)

ized by Federal statute). See also
1200.306 Cost sbaring or matching.

§200.30 Cro88-cuttiDg audit finding.
Cross-cutting aucitt finding means an

audit finding where the same under-
lying condition or issue affects Federal
awards of more than one Federal
awarding agency or pass-through enti-
ty.

§200.81 Diaa1lowed COIJt8.

Disallowed costs means those charges
to a Federal award that the Federal
awarding a.~·encyor pass-thTough enti-
ty determines to be unallowable, in ac-
cordance with the applicable Federal
statutes, regulations, or the terms and
conditions of the Federal award.

§200.82 [Reserved]

§200.33 Equipment.
Equipment means tangible personal

property (Including Information tech-
nology systems) baving a useful life of
more than one year and a per-un1t ac-
quisition cost which equals or exceeds
the Ieseer of the capitalization level es-
tablished by the non-Federal entity for
financia.l statement purposes, or $5,000.
See also §§200.12 Capital assets, 200.20
Computing devices, 200.48 General pur-
pose equipment, 200.58 Information
technology systems, 200.89 Speoia.l pur-
pose eqmpment, and 200.94 Supplies.

§200.34 ElqHlDditurell.
Expenciitures means charges made by

a. non-Federal sntity to 8. project or
program for which a Federal award WIU!
received.
(a) The charges may be reported on a

cash or accrual basis, as long as the
methodology is disclosed and is con-
sistently applied.
(b) For reports prepared on a cash

basis, expenditures are the sum of:
(1) Cash disbursemente for direct

charges for property and services;
(2) The amount of indirect expense

charged;
(3) The value of third-party in-kind

contrtbutaons applied; and
(4) The amount of cash advance pay-

ments and payments made to Bub-
recipients.

84

ATTACHMENT •••_'2 ._...
r2 . L.\:c(;

PAGE ._••1?.--•. OF _.~ •. PAGES



OMB Guidance

(c) For reports prepared on ~ ac-
crual basis, expenditures are the sum
of:
(1) Cs.sh disbursements Cor direct

charges Cor property and services;
(2) The amount of indirect expense

incurred;
(3) The value of third-party in-kind

contributions applied; and
(4) The net increase or decrease in

the amounts owed by the non-Federal
entity for:
(i) Goods and other property re-

ceived;
(it) Services performed by employees,

contractors, subrecipients, and other
payees; and
(iii) Programs for which no current

services or performance are required
such as annuities, Insurance claims, or
other benefit payments.

0200.35 Federal agency.
Federal agency means an "agency" as

denned at 5 U.S.C. 551(1) and further
clarified by liU.S.C. 552(f).

§200.36 Federal Audit Clearinehollfie
(FAC).

FAC means the clearinghouse des-
ignated by OMB 8.5 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
address of the FAC is Federal Audit
Clearinghouse, Bureau of the Census.
1201E. 10th Street, Jeffersonville, ill
47132and the web address is: http://har-
»ester.oeneus.eowsac: Any future up-
dates to the location oC the FAC may
be found at the OMBWeb site.

§200.37 Federal awarding agency.
Federal awarding agency means the

Federal agency that provides a Federal
award directly to a non-Federal entity.

§ZOO.58 Federal award.
Federal award has the meaning, de-

pending on the context. in either para-
graph (a) or (b) of this section:
(a)(1) 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

5200.40

(2) The cost-reimbursement contract
under the Federal Acquisition Regula.-
tions that a non-Federal entity re-
ceives directly from a Federal award-
ing agency or indirectly from a pass-
through entity, as described in §200.10l
Applicability.
(b) The instrument setting forth the

terms and condit1ons. The instrument
is the grant a.greement, coopera.tive
agreement. other agreement for assrst-
aace covered in pa.ra.gra.ph(b) of §2OO.4O
Federal financial &8S11l~ce, or the
cost-reimbursement contract awarded
under the Federal Acqllisition 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 contract to operate
Federal Government owned, contractor
operated CacUit1es(ooOOs).
(d) See also definitions of Federal fi-

nancial asststance, ~t agreement,
and cooperative agreement.

§ZOO.89 Federal award date.
Federal award date means the date

when the Federal award 1s signed by
the a.uthorized official of the Federal
awarding agency.

§100.40 Federal financial 888iBtanee.
(a) For grants and cooperative agree-

ments, Federal financial assistance
means assistance that non-Federal en-
tities receive or a.dminister in the form
of:
(1)Grants;
(2) Cooperative agTeements;
(3) Non-ca.sh contributions or dona.-

tions of property (including donated
surplus property);
(4)Direct appropriations;
(5)Food commodities; and
(6) Other flDancia.l asststence (except

assistance 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)Loa.ns;
(2)Loan Guarantees;
(3) Interest subsidies; and
(4) Insurance.
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§2oo.41

(c) Federal financial assistance does
not include amounts received as reim-
barsement for services rendered to In-
dividuals aa 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 a.ward, 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.

1200.42 Federal proeram.
Federal program means:
(a) All Federal awards which are as-

signed a single number in the CFDA.
(b) When no CFDA number is as-

Signed, all Federal awards to non-Fed-
eral entities from the same agency
made for the same purpose must be
combined and considered one program.
(c) Notwithstanding paragraphs (a)

and (b) of this de1lnition, a cluster of
programs. The types of clusters of pro-
grams are:

(1) Research and development (R&D);
(2) Student financial aid (BFA); and
(3) "Other Clusters," as described in

the definition of Cluster of Programs.
[78 FR 78608,Dec. 26, 201S.as amended at 79
FR 75880.Dec. 19, 2014]

§200.48 Federal .hare.
Federal share means the portion of

the total project costs that are paid by
Federal funds.

§200.« Final co&tobjective.
Pinal cost objective means a cost ob-

jective which has allocated to it both
direot and indirect costs and. in the
non-Federal entity's accumulation sys-
tem, is one of the final aocumulation
points, such as a particular award. in-
ternal project, or other direct activity
of II non-Federal entity. Bee also

2 CFR Ch. II (1-1-15 Edition)

11200.28 Cost objective and 200.60 Inter-
mediate cost objective.

§200.46 PiKed amount awanls.
Fized amount awaras means a type of

grant agreement under which the Fed-
eral awarding agency or pass-through
entity provides a specifiC level of sup-
port without regard to a.ctual costs In-
curred under the Federal award. This
type of Federal award reduces some of
the administrative burden and record-
keeping requirements for both the non-
Federal entity and Federal awarding
agency or pa.ss-tbrough entity. Ac-
countab1lity is based primarily 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.

1200.46 Fonip public: entity.
Foreign public entity means:
(a) A foreign government or foreign

governmental entity;
(b) A publ1c international organiza-

tion, which ie an organization entitled
to enjoy privileges, 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 consisting whol-

ly or partially of one or more foreign
governments or foreign governmental
entities.

§200.47 Foreip organization.
Poreum organization means an entity

that is:
(a) A public or private organization

located in a country other than the
United Btates and its territories that ie
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 contributions from
the general public;
(c) A charitable 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 1s not a
university, college, accredited degree·
granting institution of education, pri-
vate foundation, hospital, organization
engaged exclusively in research or sci-
entific activities, church, synagogue,
mosque or other similar entities orga-
nized pr1mar1ly for religious purposes;
or
(d) An organization located in a

country other than the United States
not recognized as a. Foreign Public En-
tity.
[7ll FR 78608,Dec. 26, 2013, a.s amended at 79
FR 7li8811.Dec. 19. 2014]

§200.48 General purpose equipment.
General purpose equipment means

equipment which is not limited to re-
search, medical, scientific or other
technical activities. Examples include
office equipment and furnishings, mod-
ular offices, telephone networks, infor-
mation technology equipment and sys-
tems, air conditioning equipment, re-
production and printing equipment.
and motor vehicles. See also Equip-
ment and Special Purpose Equipment.

t ilKU9 Generally Accepted Account·
ing Princlplea (GAAPj.

GAAP haB 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 General)y Accepted Govern·
ment Auditin, Standanh (GAGAS).

GAGAS, MSO 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.laudits.
[78 FR 78608.Dec. 26. 2018, as amended at 79
FR 75880.Dec. 19,2014)

§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 Don-Federal enti-
ty that, consistent with 31U.S.C. 6302,
6304:

§2oo.54

(a) Is used to enter into a relation-
ship the principal purpose of which is
to transfer anything of value from the
FederaJ 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 Uuited 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 agreement 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 indiv1dual;
(2) A subsidy;
(3) A loan;
(4) A loan guarantee; or
(5) Insurance.

§200,1»2 Hospital.
Hospital means a fac1l1ty licensed as

a hospital under the law of any state or
a facUity operated as a hospital by the
Un1ted States, a state, or a subdivision
of a state.

12OOJi3 Improper paymeDt.
(a) Imtnope: 1Xlyment 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 a.ny

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 rece1ved
(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
insufficient or lack of documentation
prevents a reviewer from discerning
whether a payment was proper.

§ 200.64 Indian tribe (or "federally rec·
ognized Indian tribe").

Indian tribe means any Indian tr1be,
band, nation. or other organized group
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§200.S5

or community. Including any Alaska
Native village or regional or village
corporation as defined in or estabUshed
pursuant to the Al8.llkaNative Claims
Bettlement Act (48 U.S.C. Chapter 33).
whicb Is recognized as eligible for the
special programs. and servtces provided
by the United States to Indians be-
cause of their status as Indians (25
U.S.C. 450b(e». See annua.lly published
Bureau of Indian Affa.1rslist oC Indian
Entities Recognized and Ellgible to Re-
oeive Services.

§200.55 Institutions of Bighm- Edu·
catioD(IllEs).

IHE is defined at 20 U.S.C. 1001.

§200.56 Indirect (faciliti8ll .I: adminis·
trative (F&A»con..

indtrect (F&A) costs means those costs
Incurred for a common or joint purpose
benefitting more than one cost objec-
tive, and not readily assignable to the
cost objectives spec1f1cally benefitted.
without effort disproportionate to the
results achieved. To facll1tate equi-
table distribution of indirect expenses
to the cost objectives served. It ma.y be
necessary to establish a number of
pools of indirect (F&A) costs. Indirect
(F&A) cost pools must be distributed to
benefitted cost objectives on bases that
will produce an equitable result in con-
sideration of relative benefits derived.
[78 FR 78608. Dec. 26. 2013. &8 amended at 79
FR 76880. Dec. 19, 2014J

§ 200.57 Indirect cost rate proposal.
Indirect cost Tate fJToposal means the

documentation prepared by a non-Fed-
eral entity to substantiate its request
for the establ1shment of an indirect
cost rate as described In Appendix m
to Part 200-Ind1rect (F&A) Costs Iden-
tification and Assignment. and Rate
Determination for Institutions of High-
er Education (IREs) througb Appendix
VII to Part 200-States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals of this part. and Appendix IX
to Part 200-Hospltal Cost Principles.
['78 FR 786011,Dec. 26, 2013, a. amended at 79
FR 75880.Dec. 19, 2014J

2 CFRCh. II (1-1-15 Edtlon)

§200.58 Information technology SYIil'
tems.

mtormauo» technology S'JIstemsmeans
computing devices. ancillary equip-
ment. software. firmware, and similar
procedures, services (including support
services). and related resources. See
also §§200.20Computing devices and
200.33Equipment.

§200.69 IDtangibleproperty.
Intangible propert!l means property

having no physical existenoe. such as
trademarks, copyrights. patents and
patent applications and property. such
as loans. notes and other debt instru-
ments. lease agreements. etock and
other instruments of property owner-
ship (wbether the property Is tangible
or intangible).

§200.60 IDtermedi.te coat objective.
Intermediate cost objective means a

cost objeCtive that is used to accumu-
late indirect costs or servioe 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 controls.
Internal contTols means a process, im-

plemented by a non-Federal entity. de-
signed to provide reasona.ble assurance
regarding tbe a.chievement of objec-
tives In tbe following categories;
(a) Effectiveness and eIDciency of op-

erations;
(b) Reliability of reporting for inter-

nal and externa.l use; and
(c) Compliance witb applicable laws

and regulations.

1200.62 Internal control over compli-
ance requiremeutll for Federal
awarda.

Internal control over compliance re-
quirements JOT Federal awaTds means a
process implemented by a non-Federal
entity designed to provide reasonable
assuranoe rega.rding 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 relia.ble

financial statements and Federal re-
ports;
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(2) Maintain accountability over as-
sets; and
(8) Demonstrate compliance with

Federal statutes, regulations, and the
terms and conditione of the Federal
award;
(b) Transactions are executed in com-

pliance with:
(1) Federal etatutes. regulations. and

the terme 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 identifl.ed in the
Compliance Supplement; and
(c) Funds. property. and other assets

are safeguarded against loss from un-
authorized use or disposition.

1200.68 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 contract that requires the re-
payment of suoh funds with or without
interest. The term includes the pur-
chase of. or participation in, a loan
made by another lender and financing
arrangements that defer payment for
more than 90days, including the sale of
a Federal Government asset on oredit
terms. The term does not include the
acquisition of a federally guaranteed
loan in satisfaction 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
loan when specified conditions are ful-
ftlled 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
principal 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 in fi-
nancial institutions.
(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 unit of

government within a state, including a:
(a) County;
(b) Borough;
(c) Municipality;
(d) City;
(e) Town;
(f) Township;
(g) Parish;
(b) Local publ1c authority, including

any public housing agency under the
United States Housing Act of 1937;
(1)Special district;
(j) Sohool 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 multd-, 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 a program identified as a major pro-
gram by a Federal awarding agenoy or
pa.ss-tbrough entity in accordance with
§2OO.503 RelatIon to other audit re-
quIrements, paragraph (e).

t 200.68 Management decillion.
Management deasion means the eval-

uation by the Federal awarding agency
or pass-through entity of the audit
findings and corrective action plan and
the issuance of a wrttten decision to
the auditee as to what corrective ac-
tion is necessary.

§200.67 Micro-purchase.
MiCTo-purchase means a purchase of

supplies or services using simplifled ac-
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 Bmall purchase
procedures. The non-Federal entity
uses such prooedures in order to expe-
dite the completion of its lowest-dollar
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§200.68

small purchase transactions and mini-
mize the associated 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 $3,000except as otb-
erwise discussed in Subpart 2.1 of that
regulation, but this thresbold is peri-
odically adjusted for infla.tion.

§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 tbe first $25,000 01 each subaward
(regardless of tbe period of perform-
ance of tbe subawards under tbe
award). MTDC excludes equipment,
oapttal expenditures, charges for pa-
tient care, rental costs, tu1tion remts-
sian, 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 necessary to avoid a serious m-
equity in the distribution of indirect
costs, and witb the approval 01 the cog-
nizant agenoy for 1ndirect costs.
[79 FR 76880.Dec. 19, 2014]

§ 200.68 Non.Federal entity.
Non-Federal entitJ/ means a state,

local government, Indian tribe, institu-
tion of higber education (DiE), or non-
profit organization that carries out a
Federal award as a recipient or sub-
reoipient.

0200.70 Nonprofit organization.
Nonprofit organization means any cor-

poration, trust, al!8Ociation, eoopera-
t1ve, or other orglLnization, not inolud-
ing IHEs, thlLt:
(a) Is operated primarily for sci-

entific, educatronal, service, chari-
table. or similar purposes in the public
interest;
(b) Is not organized primarily for

profit; and
(0) Uses net proceeds to mainta1n,

improve, or expand the operattons of
the organization.

t 200.71 Obligations.
When used in connection with a non-

Federal entity's utilization of funds
under IL Federal award, obligations

2 CFR Ch. II (1-1-15 Edition)

means orders placed for property and
services, contracts and subawards
made, and simllar transactions during
a given period tha.t require payment by
the non-Federal entity during the same
or a future period.

1200.72 Office of ManagemeD~ and
Budget (OMB).

OMB means the Executive Omoe of
the President, Office of Management
and Budget.

1200.73 Ovenight agency for audit.
Oversigh.t agerwy 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. oognizant agenoy for audit.
When there is no direct funding. the
Federal awarding agency which Is the
predominant source of pass-through
funding must assume the oversight re-
sponsibilities. Tbe duties of the over-
sight agency for audit and the process
for any reassignments are described in
§200.513 Responsibilities, paragraph (b).

1200.74 PU8·thl'ough entity.
Pa3s-through entitJ/ means a non-Fed-

eral entity that provides a subaward to
a subreolpient to carry out part of a
Federal program.

1200.75 Participant 8Upport _tao
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-
balf of participants or trainees (but not
employees) in connection with con-
ferenoes, or training projects.

§200.76 Performancegoal
Performance goal means a target level

of performance expressed as a tangible.
measurable objective. against which
actual acb1evement C8.Il be compared,
1ncludIng a goal expresaad as a quan-
titative standard, value, or rate. In
some instances (e.g.• discretionary re-
searcb ltwarde), this may be limited to
the requirement to submit techn1cal
performance reports (to be evaluated in
accordance with agency poUcy).

§200.77 Periodofpe~~
Period of performance means the time

during which the non-Pederal entity
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may incur new obUgations to carry out
the work authorized under the Federal
aWard. The Federal awarding agency or
pass-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».

§!OO.78 Persoual property.
Personal property mea.ns property

other than real property. It may be
tangible, bav1ng physical existence, or
intangible.

t 200.79 PenonaUy 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-
t1fying information that is linked or
linkable to a speciflc individual. Some
information that is considered to be
PIT is available in public sources such
I.I.S telephone books, public Web sites,
and university listings. This type of in-
formation is considered to be Public
PIT and includes, for example, first and
last name, address, work telephone
number, email address. home telephone
number, and general educational cre-
dentials. The defln1tion of PIT 18 not
anchored to any single category of In-
formation or technology. Rather, it re-
quires a case-by-case aasesament; of the
specific risk that an individual can be
ident111ed. Non-Pll can become Pll
whenever additional information Is
made publicly ava-liable. in any me-
dium and from any source. that. when
combined with other available infor-
mation. 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 pertod of per-
formance except as provided in §200.30'7
paragraph (f). (See 1200.77 Period of
performance.) Program income in-
cludes but 18 not limited to income
from fees for services performed. the
use or rental or real or persona] prop-

§200.84

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 in Federal statutes,
regulattons, 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. 200-212 "Disposition of Rights in
Educational .Awards" applies to inven-
tions made under Federal awards.
['18 FR 78608, Dec. 26, 2013, &.5 a.mended at 79
FR 75880.Dec. 19, 2014)

§ZOO.81 Property.
Property means real property or per-

sonal property.

§200.82 Protected Pel"8Onally Identifi·
able Information (Protected PII).

Protected. PII mea.ns an individual's
first name or first initial and last name
in combination with anyone or more
of types of 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 nnan-
cial records. educational transcripts.
This does not include PI! that Is re-
quired by law to be disclosed. (See also
§ 200.79 Personally Ident1!1able informa-
tion (Pll».

§200.83 Project cost.
Project cost means total allowable

costs incurred under a Federal award
and all required cost 5haring and vol-
untary committed cost sharing, includ-
ing third-party contributions.

t 200.84 Questioned coet.
Questioned cost means a cost that is

questioned by the auditor because of an
audit finding:
(a) Which resulted from a violation

or possible violation of a statute. regu-
lation. or the terms and conditions of a
Federal award. including for funds used
to rnatoh Federal funds;
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(b) Where the coste, at the time of
the audit, are not supported by ade-
quate documentation; or
(0) Where the costs incurred appear

unreasonable and do not reflect the ac-
tions a prudent person would take in
the circumstances.

1200.85 Real property.
Real propertll means land, including

land improvements, structures and ap-
purtenances thereto, but excludes
moveable machinery and equipment.

§200.88 Recipient.
Reciptent means a non-Federal entity

that receives a Federal award directly
from a Federal awarding agency to
carry out an activity under a Federal
program. The term recipient does not
include subrecipiente. See also 1200.69
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 activities involv-
ing the training of individuals in re-
search techniques where such activities
ut1l1ze the same rac111t1esas other re-
search and development activities and
where such activities are not included
in the instruction fUnction.
"Research" is defined as a system-

atic study directed toward fuller sci-
entific knowledge or understanding of
the subject studied. "Development" is
the systematic use of knowledge and
understanding gained rrom research di-
rected toward the production of useful
materials, devices, systems, or meth-
ods, including design and development
of prototypes and procesaes.

§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 prooedures 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 48OFR Subpart 2.1 (Deb-
nitions) and in accordance with 41
U.S.C. 1908.Al3or the publication of
this part, the simplified acquisition
threshold is $150,000, but this threshold
is periodically adjusted for inflation.
(Also see definition of 5200.67Micro-
purchase.)

§200.89 Special purpose equipDlent.
Special purpose equipment means

equipment which Is used only for re-
search. medical, scientific, or other
technical activities. Examples of spe-
cial1>\U'Poseequipment include micro-
scopes, x-ray machines, Burglcal instru-
ments, and spectrometers. See also
H2OO.33Equipment and 200.48 General
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. 0013, as amended at 7ll
FR 75880.Dec. 19, 2014J

§200.91 Student FiDaDc:1alAid (SFA).
SFA means Federal awards under

those prog-rams of general student as-
sistance, such as those authorized by
Title IV of the Higher Education Act of
1965.as amended, (20U.S.C. l07o-1099d),
which are administered by the U.S. De-
partment of Education, and similar
programs provided by other Federal
agencies. It does not include Federal
awards under programs that provide
fellowships or similar Federal awards
to students on a competitive basis, or
for specified studies or research.

.200.92 Subaward.
Subaward means an award provided

by a pass-through entity to a sub-
recipient for the subrectptent to carry
out part of a Federal award received by
the pass-through entity. It does not in-
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

92

An ACHMENT _....12 .
PAGE _..!.~. . OF _.J.:1.~.PAGES



OMB Guidance

agreement that the Pa.8B-throughenti-
ty considers a contract.

§200.98 Subrecipieni.
Subrecipient means a non-Federal en-

tity that receives a subaward from a
pa88-through entity to carry out part
of a Federal program; but does not in-
clude an individual that is a bene-
ficiary of such program. A subrecipient
may also be a recipient of other Fed-
eral aW&rds directly from a Federal
awarding agency.

§200.94 Supplies.
Supplie3 means all tangible personal

property other than those described in
§200.33Equipment. A computing device
is a supply if the acquisition cost Is
lese than the lesser of the capitaliza-
tion level established by the non-Fed-
eral entity for !1na.nc1a1statement pur-
poses or $5,000,regardless of the length
of Its useful life. Bee also §§200.20Com-
puting devices and 200.33Equipment.

§200.96 Termination.
Termination means the ending of a

Federal award, in whole or in part at
any time prior to the planned end of
period of performance.

§200.96 Third-party in·kiDd coDtribu·
tioDll.

Third-party in-kind contributions
means the value of non-cash contribu-
tions (I.e., property or services) th&~
(a) Benefit a federally assisted

project or program; and
(b) Are contributed by non-Federal

third parties, without charge, to a non-
Federal entity under R Federal award.

§200.97 Unliquidated obligatioDs.
Unliquidated obligations means, for fi-

nancial reports prepared on a cash
basis, obligations incurred by the non-
Federal entity that have not been paid
(liquidated). For reports prepared on an
accrual expenditure basis, these are ob-
I1gatlons Incurred by the non-Federal
entity !or which an expenditure has
not been recorded.

§ .200.98 UDobligated 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 cumulative amount of
the non-Federal entity's unliquidated
obligations and expenditures of funds
under the Federal award from the cu-
mulative amount o! the funds that the
Federal awarding agency or pass-
through entity authorized the non-Fed-
eral entity to obligate.

1200.99 Voluntary committed cost
aherin,.

Voluntary committed cost shaTing
means cost sharing specifically pledged
on a voluntary basis In the proposal's
budget or tJle Federal award on the
PQrt of the non-Federal entity and that
becomes a binding requirement of Fed-
eral award.

Subpart &-General Provisions

§200.100 Purpose.
(a)(1) This part establishes uniform

administrative requirements, cost
principles, and audit requirements for
Federal awards to non-Federal entities,
as described in 1200.101Applicab1l1ty.
Federal awarding agencies must not
impose additional or inconsistent re-
quirements. exoept a.5 provided in
§§200.102ExceptiOns and 200.210Infor-
mation contained in a Federal award,
or unless Ilpecifica)ly required by Fed-
eral statute, regulation. or Executive
Order.
(2) This part provides the ball1s ror a

systema.tic and periodic oollection and
uniform submission by Federal agen-
cies of information on all Federal fi-
nancial assistance programs to the Of-
fice of Management and Budget (OMB).
It also establishes Federal policies re-
lated to the delivery of this 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-
sibil1ties under the Federal Program
Information Act (31U.S.C. 6101-61(6).
(b) AdministTative requirements. Sub-

parts B through D of this part set forth
the uniform administrative require-
ments for grant and cooperative agree-
mente, including the requirements for
Federal awarding agency management
of Federal grant programs before the
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Federal award has been made. and the
requirements Federal awarding agen-
cies may impose on non-Federal enti-
ties in the Federal award.
(c) Oost Principles. Subpart E--Cost

Principles of this part establishes prin-
ciples for determining the a.llowable
costs incurred by non-Federal entities
under Federal awards. The principles
are for the purpose 01 cost determinar
tion and are not intended to identify
the circumstances or dictate the extent
of Federal Government participation in
the financing of a partlcula.r program
or project. The prtnclplaa are designed
to provide that Federal awards bear
their fair sha.re of cost recognized
under these principles except where re-
stricted or prohibited by statute.
(d) Single Audit Requirements and

Audit Follow-u.p. Subpart F-Audit Re-
quirements of this part is issued pursu-
ant to the Bingle Audit Act Amend-
ments of 1996. (81 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 awa.rde.
These proviSions aleo provide the poli-
cies and procedures for Federal awa.rd-
ing agencies and pass-through entities
when USingthe results of these audits.
(e) For OMB guidance to Federal

awarding agencies on Challenges and
Prizes. please see M-ID-ll Guidance on
the Use of Challenges and Prizes to

2 CFRen, II (1-1-15 EdHlon)

Promote Open Government, issued
March 8, 2010, or its successor.

1200.101 Applicability.
(a) General applicability to Federal

agencies. The requirements established
in this part apply to Federal agencies
tha.t make Federal awa.rds to non-Fed-
eral entities. These requirements are
applicable to all costs related to Fed-
eral awards.
(b)(l) .Applicability w different types of

Federal awards. The following table de-
scribes what porttons of this pa.rt apply
to which types of Federal awa.rds. The
terms and conditions of Federal awarde
(including this part) now down to sub-
awards to subreclpients unless a par-
ttcular sectton of this part or the terms
and conditions of the Federal award
specifically indicate otherwise. This
means that non-Federal entities must
comply with requirements in thiB part
rega.rdlesBof whether the non-Federal
entity is a recipient or subrecipient of
a Federal award. Pas&-through entities
must comply with the requirements de-
scribed in Subpart D-Post Federal
Award Requirements of this part,
§§200.8SO Subrecipient and contractor
determinations through 200.832 Fixed
amount Bubawa.rds, but not any re-
quirements in th1s pa.rt directed to-
wa.rds Federal awa.rding agencieB un-
less 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 under the FAR to a non-Federal
entity. When a non-Federal entity Is
awarded a cost-reimbursement con-
tract, only Subpart D-Post Federal
Award Requirements of this part,
§§200.33OSubrecipient and contractor
determinations through 200.332Fixed
a.mount Subawards (in addition to any
FAR related requirements for
subaward monitoring), Subpart E-
Cost Principles of this part and Sub-
part F-Audit Requirements of this

pa.rt a.re Incorporated by reference in to
the contract. However, when the Cost
Accounting Sta.nda.rdB(CAS) are appli-
cable to the contract, they take prece-
dence over the requirements of this
part except for Subpart F-Audit Re-
quirements of this part when they are
in conflict. In addition, coste that are
made unallowable under 10 U.S.C.
2824(e)and 41U.S.C. 4304(110) a.sdescribed
in the FAR subpart, 31.2 and 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, §§200.830Bub-
recipient and contractor determina-
tions through 200.882Fixed amount
Subawards. Subpart E-Cost Principles
01 tbls part and Subpart F-Audit Re-
quirements of this part, the terms of
the contract and the FAR apply.
(3) With the exception of Subpart F-

Audit Requirements of this part, which
is required by the Single Audit Act, in
any circumstances where the provi-
sions of Federal statutes or regulations
differ from the provisions 01 this part.
t.heprovision 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 Assistance Act
(lSDEAA). as amended, 25 U.S.C 45(}-
458ddd-2.
(c) Federal awarding agencies may

apply subparts A through E of this part
to for·profit entities, foreign public en-
tities, or foreign Orga.niza.tioDS,except
where the Federal awarding agency de-
termines that the appUcatlon of these
subparts would be inconsistent with
the International obligations of the
United States or the statutes or regu-
la.tions of a foreign government.
(d) Except ror §200.202Requirement

to provide public notice of Federal fi-
nancial a88istance programs and
Ii200.830Subrecipient 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(including Community
Services, except to the extent that the
cost and accounting stands.rds of OMB
apply to subreclpients of Community
Services Block Grant funds pursuant to
42U.S.C. 9916(a)(I)(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 Affairs' State Home Per
Diem Program (38U.S.C. 1741);and

2 CFR Ch. II (1-1-15 Ed'rIIon)

(4) Federal awards authorized under
the Chlld Care and Development Block
Grant Act of 1990,as amended:

(1) Child Care and Development Block
Grant (42U.S.C. 9868)

(11) Child Care Mandatory and Matoh-
ing Funds of the Cblld Care and Devel-
opment Fund (42U.S.C. 9858)
(e) Except for §200.202Requirement

to provide public notice of Federal fi·
nancial assistance programs the guid-
ance in Subpart C-Pre-Federal Award
Requirements and Contents of Federal
Awards of this part does not apply to
the following programs:

(1) Entitlement Federal awards 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. 601-619);
(11)Child Support Enforcement and

Establishment of Paternity (title IV-D
of the Social Security Act, 42 U.S.C.
651-669b);

(111) Foster Care and Adoption Assist·
ance (title IV-E of the Act, 42 U.S.C.
67lHl79c);
(Iv) Aid to the Aged, Blind, and Dis-

abled (titles I, X, XIV, and XVI-AABD
of the Act, as amended);
(v) Medical Assistance (Medicaid)

(title XIX of the Act, 42 U.S.C. 1396-
1396w-6)not including the State Med-
icaid Fraud Control program author-
ized by section 1903(aX6)(B)of the So-
cial Security Act (42 U.S.C.
1396b(a)(6)(B));and
(vi) Children's Health Insurance 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 listed in paragraph (e)(I) of this
section;
(3) Federal awards under subsection

412(e) of the Immigration and Nation-
ality Act and subsection 601(&)of the
Refugee Education Assistance Act of
1960(Pub. L. 96-422,94 Stat. 18(9), for
cash aastetance, medical assistance,
and supplemental security income ben-
efits to refugees and entrants and the
administrative costs of providing the
assistance and benefits (8 U.S.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, 42 U.S.C. 1753),
(ii) Commodity Assistance (section 6

of the Act, 42 U.S.C. 1755),
(iii) Special Meal Ass1etance (seotion

11of tbe Act, 42 U.S.C. 17590.),
(tv) Summer Food Service Program

for Children (section 13 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 awards under the foi-

lowing programs of The Child Nutri-
tion Act of 1966:
(i) Special Milk Program (section 3 of

the Act, 42 U.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, 42U.S.C. section
1776).
(6) Entitlement awards for State Ad-

ministrative Expenses under The Food
and Nutrition Act of 2008 (section 16of
the Act, 7 U.S.C. 2025).
(7) Non-discretiona.ry 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.B.C.section 1786;
(11)The Emergency Food Assistance

Programs (Emergency Food Assistance
Act of 1983)7 U.S.C. seotton 7501note;
and
(iii) Commodity Supplemental Food

Prozram (section 5 of the Agriculture
and Consumer Protection Act of 1973)7
U.S.C. section 612cnote.
[78 FR 78608, Dec. 36, 2013, as amended at 79
FR 75880,Dec. 19.2014]

§200.102 EKceptiODB.
(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

§200.103

Federal awards or non-Federal entities
will be published on the OMBWeb site
at www.wh.iteh.ouse.govlomb.
(b) Exceptions on a case-by-case 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 this part.
(c) The Federal awa.rding agency may

apply more restrictive requirements to
a class of Federal awards or non-Fed-
eral entities 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 reo
qu1rements when making fixed a.mount
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-case basis. OMBwill

approve new strategies for Federal
awardB when proposed by the Federal
awarding agency in a.ccordance with
OMBguidance (such as M-13-17) to de-
velop additional evidence relevant to
addressing Important policy challenges
or to promote cost-effectivenees in and
across Federal programs. Proposals
may draw on the innovative program
deSigns discussed in M-13-17to expand
or improve the use of effective prac-
tices in delivering Federal financial as-
sistance while also encouraging inno-
vation in service delivery. Proposals
submitted to OMB in accordance with
M-13-l7 may include requests to waive
requirements other than those in Sub-
part F-Audit Requirements of this
part.
[78 FR 78608, Dec. 26. 2013. La &mended Lt 79
FR 76881,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 part,
are authorized under 31U.S.C. 503 (the
Chief Financial Officers Act, Functions
of the Deputy Director for Manage-
ment), 81 U.S.C. 1111(Improving Econ-
omy and Efficiency of the United
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States Government), 41U.S.C. 1101-1131
(the Office of Federal Procurement
Policy Act), Reorganization Plan No.2
of 1970, md Executive Order 11541
("Prescribing the Duties of the Office
of Management and Budget a.nd the Do-
mestic Pollcy Councllin the Executive
Office of the President"), the Single
Audit Act Amendments of 1996, (31
U.S.C. 7601-75(7),as well as The Federal
Program Information Act (Public Law
9fr220and Public La.w91H69,&8 amend-
ed, codified at 31U.S.C. 6101-6106).
(b) Subpart E-Cost Principles of this

part is 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(31U.S.C. 503-504);Reorga-
nization Plan No.2 of 1970;and Execu-
tive Order No. 11541."Prescribing the
Duties of the Office of Management
and Budget a.nd the Domestic Policy
Council in the Executive amce of the
Presiden t. "
(c) Subpart F-Audit .Requirements

of this part is authorized under the
Single Audit Act Amendments of 1996.
(31U.S.C. 7501-7507).

'JOO.1D4 Supenell8ion.
As described in §200.110EffectiveJap-

pl1c.a.bllity date, this part supersedes
the following OMBguidance documents
and regula.tions under Title 2 of the
Code of Federal Regulations:
(a) A-21, "Cost Principles for Edu-

cational Institutions" (2 CFR part 220);
(b) A~. "Cost Principles for State.

Local and Indim Tribal Governments"
(2 CPR part 225)and also FEDBRAL REG-
ISTER notice 51FR 552(January 6, 1986);
(c) A-$, "Federal Domestic AB81st-

ance Program Information";
(d) A-I02. "Grant Awards and Cooper-

ative Agreements with State md Local
Governments" ;
(e) A-UO. "Uniform Administrative

Requirements for Awards and Other
Agreements with Institutions of Higher
Educ.a.tion. Hospitals, and Other Non-
profit Organizations" (codified at 2
CFR215);
(f) A-l22. "Cost Principles for Non-

Profit Organizations" (2 CFR part 230);
(g) A-ISS. "Audits of States, Local

GoveI11mentsand Non-Pr9fit Organiza-
tions ": and

2 CFRCh. II (1-1-15 Edition)

(h) Those sections of A-50 related to
audits performed under Subpart F-
Audit Requirements of this part.

['18 FR 78608. Dec. 26. 2013. 8.8 amended at 79
FIt 76882. Dec. 19, 2014]

t 200.105 Effect on other iHuances.
For Federal awards subject to this

part. all administrative requirements.
program manuals, handbooks and other
non-regulatory materials that 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 statute or authorized
in accordance with the provistons in
§200.102Exceptions.

I JOO.I06 Agency implementation.
The specific requirements and re-

sponsibll1t1es of Federal agencies and
non-Federal entities are Illlt forth in
this part. Federal agencieB making
Federal awa.rds 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-Audit Requirements of this part in
codified regutatione unless different
provisions are required by Federal Bt/!.t-
ute or are approved by OMB.

§ JOO.10'1 OMBreapoDBibllities.
OMBwill review Federal agency reg-

ulatiOns and implementation of this
part. and will provide interpretationB
of policy requirements and assistance
to ensure effeotive and efficient imple-
mentation. Any exceptions will be Bub-
ject to approval by OMB. Exceptions
will only be made in particular cases
where adequate justification is pre-
sented.

§ 200.108 Inquiries.
Inquiries concerning thiBpart ma.y be

directed to the amce of Federal Finan-
cial Management Office of Manage-
ment and Budget. in Washington. DC.
Non-Federal entities' inquiries should
be addreseed to the Federal awarding
agency, cognizant agency for indirect
costs. cognizant or oversight agency
for audit. or pass-throusb entity as ap-
propriate.
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§200.108 Review date.
OMB will review this part at least

every five years after December 26,
2013.

UOO.110 Effective/applicability date.
(a) The standards set forth in this

part which a.ffect administration 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 final. Fed-
eral awarding agencies must Imple-
ment the policies and procedures aPilli-
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 §§200.317-200.826. 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 a.fter 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 directly to Federal agencies will
be effective December 26, 2013and w111
apply to audite of fiscal years begin-
ning on or after December 26,2014.
[78 FR 78608, Dec. 26. 2013. 8.8 amended&t 79
FR 75882,Dec. 19, 2(14)

nOO.lll EngU&hlanguage.
(a) All Federal financial assistance

announcementa and Federal award in-
formation must be in the English lan-
guage. Applications must be submitted
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 fore1g:ncur-
rency to United States currency using
the date specified for receipt of the ap-
plication.

§200.2OO

(b) Non-Federal entities may trans-
la.te 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 w1l1 control. Where a significant
portion 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 Engl1sh and the
language(s) wIth which employees are
more familiar.

§200.112 Conflict of intered.
The Federal awarding agency must

establish conflict of Interest polfcies
for Federal awards. The non-Federal
entity must disclose in writing any po-
tential conflict of Interest to the Fed-
eral awarding agency or pass-through
entity in accordance with applicable
Federal awarding agency policy.

§100.113 Mandatory diacl~.
The non-Federal entity or applicant

for a Federal 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 § 200.338
Remedies for noncompliance, including
suspension or debarment. (See also 2
eFR part 180 and 31 U.S.C. 8321).

Subpart C-Pre-Federal Award
Requirements and Contents of
Federal Awards

§200.200 Purpose.
(a) Sections 200.201 Use of grant

agreements (including fixed amount
awards), cooperative agreements, and
contracts through 200.208 Certifications
and representations prescribe instruc-
tions and other pre-award matters to
be used in the announcement and applt-
cation process.
(b) Use of §§ 200.203 Notices of funding

opportunities. 200.204 Federal awarding
agency review of merit of proposals,
200.2()5Federal awarding agency review
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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-competltive awards
where appropriate or where required by
Federal statute.
('18 FR 78608. Dec. 26. 2013. a8 amended at 79
FR 76882,Dec. 19. 2014)

§ 200.201 Use of grant agreements (in·
cluding fixed amount awarda), eo-
operative agreements, and con·
trach.

(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 contract) in accord-
ance w1th the Federal Grant and coop-
erative Agreement Act (31 U.S.C. 6301-
08).

(b) Fixed Amount Awards. In addi-
tion to the options described in para-
graph (a) of this section. Federal
awarding agencies. or pass-through en-
tities as permitted in 1200.332 Fixed
amount subawards. may use fixed
amount awards (see 1200.45 Fixed
amount awards) to which the following
conditions a.pply:

(1) The Federal award amount is ne-
gotia.ted 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 project BCOpeis specifiC
and if adequate cost, historical, or unit
pricing data 1s available to establish a
fixed amount award based on a reason-
able estimate of actual cost. Pa.yments
are based on meeting specific require-
ments of the Federal award. Account-
ability 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:

(1) 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. U (1-1-15 EdHIon)

(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 award cannot be
used in programs which require manda-
tory cost Bha.ringor match.

(S) The non-Federal entity must cer-
tify in writing to the Federal awarding
agency or pass-through entity a.t the
end of the Federal award that the
project or activity was completed or
the level of effort was expended. If the
required level of activity or effort wae
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 a.t 79
FR 75882.Dec. 19, 2014J

§200.202 Requirement to provide pub·
lie notice of Federal financial as-
sistance programs.

(a) The Federal awardin8' agency
must notify the pubUc of Federal pro-
grams in the Catalog of Federal Do-
mestic Ass1stance (CFDA), maintained
by the General Services Administra-
tion (GSA):

(1) The CFDA, or any OMB-des-
19nated replacement. is the single. au-
thoritative. governmentwide com-
prehensive source of Federal financial
assiBtance 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.

(3)The Federal awarding agency may
not award Federal financial assistance
without assigning 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 awa.rdR,non-dis-
cretIonary Federal awards, loans, in-
surance, or any other type of Federal
financial assistance, the Federal
awarding agency must submit the fol-
lowing information to GSA:
(1) Program Description, Purpose,

Goals and Measurement. A brief sum-
mary of the statutory or regulatory re-
quirements of the program and its in-
tended outcome. Where appropria.te,
the Program DeSCription, Purpose,
Goals, and Measurement should align
with the strategic 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 dis-
cretionary basis or the Federal awards
are prescribed by Federal statute, such
as in the case of formula grants.
(3) Projected total amount of funds

available for the program. Estimates
based on previous year funding are ac-
ceptable If current appropriations are
not available at the time of the sub-
mission;
(4) Anticipated Source of Available

Funds: The statutory authority for
funding the program and, to the extent
possible, agency, Bub-agency, or, if
known, the speclnc 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 el1-
gibility factors or considerations that
determine the applicant's qualification
for Federal awards under the program
(e.g., type of non-Federal entity); and
(6) Appl1cab1l1tyof Single Audit R&-

qutrements as required by Subpart F-
Audit Requirements of this part.

1200.JOS Notices of funding opportuni.
ties.'

For competitive grants and coopera-
tive agreements, the Federal awarding
agency must announce specific funding
opportunities by providing the fol-
lowing information In a public notice:
(a) Summary Information in Notices of

Funding Opportunities. The Federal

§200.203

awarding agency must display the fol-
lowing information posted on the OMB-
deSignated governmentwIde Web site
for finding and applying for 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;
(8) Announcement Type (whether the

funding opportunity is the 1n1tial an-
nouncement of th1s funding oppor-
tunity or a mod1tlcation of Ii pre-
viously announced opportunity);
(4) Funding Opportunity Number (re-

quired, if applicable), If the Federal
awarding agency has assigned or will
a.&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 12872submissions. as well as for
any letters of intent or pre-applica-
tions. For any announcement issued
before a program's application mate-
rials are available, key dates also in-
clude the date on which those mate-
rials will be released; and any other ad-
ditional information, as deemed appli-
cable by the relevant Federal a.warding
agency.
(b) The FederaJ awarding agency

must generally make a.ll funding op-
portunities available 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 availabiUty period but no
funding opportunity should be avail-
able for less than SO 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 specific instructions on the con-
tent required in this section, refer to
Appendix I to Part 200-Full Text of
Notice of Funding Opportunity to this
part.
(1) Full programmatic description of

the funding opportunity.
(2) Federal award informa.tion, in-

cluding sufflcient Information to help
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an applicant make an informed deci-
sion about whether to submit an appli-
cation. (See also §2OO.414Indirect
(F&A) costa, pa.ra.graph(c)(4)}.

(3) Specific el1gib1l1ty information,
including any fa.ctore or priorities that
affect an applicant's or itB applica-
tion's eligibility for selection.

(4) Application Preparation and Sub-
miseion Information, including the ap-
plicable submtseton dates and time.

(5) 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 200.205Fed-
eral awarding agency review of riek
poeed by appl1cantB. See also 2 CFR
part 27 (forthcoming at time of publi-
cation).

(6) Federal Award Administration In-
formation. See 80180§200.210Informa-
tion contained in a Federal award.
['18 FR 78608.Dec. 26. 2013. lIS amended at 79
FR 76882,Dec. 19. 2014]

§200.204 Federal awarding agency re-
view of merit of propoeals.

For competitive grants or coopera-
tive agreements, unless prohibited by
Federal statute, the Federal awarding
agency must design and execute a
merit review process for applications.
This 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 §300.20SNotices
of funding opportunit1es.

§ JOO.JOG Federal awardiDg Bleney reo
view of riB poeed by appliClUlill.

(a) Prior to making a Federal award,
the Federal awarding agency is re-
quired by 31 U.S.C. 3321and 41 U.S.C.
2313note to review information avail-
able through any OMB-designated re-
positories of governmentwide el1gi-
b1l1ty qual1f1oa.t1onor financial integ-
rity information, such as SAM Exclu-
sions and "Do Not Pay". See also 8UB-
peneion and debarment requirements
at 2 CFR part ISOas well as Individual
Federal agency suspension and debar-
ment regul&.t1onsin title 2 of the Code
of Federal Regulations.

(b) In a.ddition, for competitive
grants or oooperative agreements, the
Federal awarding agency must have in

2 CFRCh. II (1-1-15 Edition)

place a framework for evaluating the
risks posed by applicantB before they
receive Federal awards. This evalua-
tion may inocrporate results of the
evaluation of the applicant's el1g1b1llty
or the quality of its application. If the
Federal awarding agency determines
that a Federal award will be ma.de, spe-
cIal conditions tha.t oorrespond to the
degree of risk assessed may be appUed
to the Federal a.ward. Criteria to be
evaluated must be described in the an-
nouncement of funding opportunity de-
scribed in §200.20SNotices of funding
opportunities.

(c) In evaluating riske posed by appll-
cants, the Federal awarding agency
may use a risk-based approa.ch and
may consider any Items such as the fol-
lowing: .

(1) Financial sta.b1l1ty;
(2) Quality of management systems

and ability to meet the management
standards preBCr1bedin this part;

(3) History of performance. The appli-
cant's record in managIng Federal
awards, if it iB&.prior recipient of Fed-
eral awards, including tdmeltnesa of
compliance with applicable reporting
requirements, conformance to the
terms and condit1ons of prevtoua Fed-
eral awards, and if applicable, the ex-
tent to which any previously awarded
amounta w111be expended prior to fu-
ture &.warde;

(4) Reports and findings from audits
performed under Subpart F-Audit Re-
qu1rementB of this part or the reports
and findings of any other available au-
ditB; and

(5) The applicant's ab1l1ty to effec-
tively implement statutory, regu-
latory, or other requtrements imposed
on non-Federal entities.

(d) In addition to this review. the
Federal awarding a.gency 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 provt-
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 a.ctivities.
[78 FR 78608. Dec. 26. 2013, a.s amended a.t 79
FR 75882, Dec. 19. 2014J
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f JOO.206 Standard application re-
quirements.

(a) PapeTWOTk 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 basis.
(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 conditioDll.
(a) The Federal awarding agency or

pass-through entity may impose addi-
tional speCific award conditions as
needed, in accordance with paragraphs
(b) and (c) of this section, under the
following circumstances:

(1) Based on the criteria set forth in
1200.205 Federal awarding agency re-
view of rtsk posed by appl1cants;
(2) When an applicant or recipient

has a history of failure to comply with
the general or specific terms and condi-
tions of a Federal award;
(3) When an applicant or recipient

fails to meet expeoted performance
goals as descrtbed in §200.210 InfOnDa-
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 evi-
dence of acceptable performance within
a given period of performance;
(3) Requirtng additional, more de-

tal1ed financial reports;
(4) Requ1r1ng additional project mon-

itoring;
(5) Requiring the non-Federal entity

to obtain technical or management as-
sistance; or
(6) Establishing additional prior ap-

provals.

§200.2 10

(c) The Federal awarding agency or
P8.S/l-tbJ'oughentity must notifY the
applicant or non-Federal entity as to:

(1) The nature of the additional re-
quirements;
(2) The reason why the additional re-

qutrements are being imposed;
(3) The nature of the action needed to

remove the additiona.l 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) A:Jly specific conditions must be

promptly removed once the conditions
that prompted them have been cor-
rected.
[79FR 15882,Dec. 19, ~14]

§ 200.J08 Certification. and repreeen-
tatiODS.

Unless prohibited by Federal statutes
or regulations, each Federal awarding
agency or pass-through entity is au-
thorized to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal stat-
utss, O.r regulatdons on an annual basis.
Submission may be required more fre-
quently 11' the non-Federal entity fails
to meet a requirement of a Federal
award.

§200.209 J>re.award COllta.

For requirements on costs incurred
by the applicant prtor to the start date
of the pertod of performance of the
Federal award, see §200.458 Pre-award
costs.

1200.210 Information contained in a
Federal award.

A Federal award must include the
following information:

(a) General Federal Award Information:
The Federal awarding agency must in-
clude the following general Federal
award information in each Federal
award:

(1) Recipient name (which must
match the name associated with its
unique entity Identtner as defined at 2
CFR 25.315);
(2) ReCipient's unique entity identi-

fier;
(3) Unique Federal Award Identifica-

tion Number (FAIN);
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(4) Federal Award Date (see §2oo.39
Federal award date);
(5) Period of Performance Start and

End Date;
(6) Amount of Federal Funds Obli-

gated by thi5 a.ction;
(7) Total Amount of Federal Funds

Obligated;
(8) Total Amount of tbe 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 witb statutory re-
quirements (e.g., FFATA»;
(12)Name of Federal awarding agen-

cy and contact information for award-
ing ornelal,
(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 §200.414Indirect (F&A)
costs).

(b) General 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:
(1) Administra.tive requirements im-

plemented by the Federa.l awarding
agency as specified in-this part.
(ii) National policy requirements.

These include statutory. executive
order. other Presidential direotive. or
regulatory requirements that apply by
specific reference and are not program-
specinc, See §200.800Statutory and na-
tiona.1policy requirements.
(2) The Federal award must include

wording to incorporate, by reference,
the applicable set of general terms and
condit1ons. 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 entity requests a

COpy 01 the full text of the general
terms and conditions, the Federal
awarding agency must provide it.
(4) Wherever the general terms and

condit1ons are publicly available, the
Federal awarding agency must main-
ta.in an archive of prevtous versfons of
the general terms and conditdons, with

2 CFR Ch. II (1-1-15 Edtlon)

effective dates, for use by the non-Fed-
eral entity. auditors, or others.

(c) Federal Awardi1lll Agency, Prosram,
or Federal Award Specific Terms and
Conditi01l8. The Federal awarding agen-
cy may include with ea.ch Federal
award any terms a.nd conditions nee-
essary to commumcate requirements
that are in addition to the require-
ments outlined in the Federal awarding
agency's general terms and conditions.
Whenever practicable. these specific
terms and conditions also Bbould 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
§200.206Standard application require-
ments.

(d) Federal Award Performance Goals.
The Federal awarding agency must in-
clude in the Federal Bowardan indica-
tion of the timing a.nd scope of ex-
pected performance by the non-Federal
entity as related to the outcomes in-
tended to be ach1eved by the program.
In some instances (e.g., discretionary
-researeh awards), this may be limited
to the requirement to submit technical
performa.nce reports (to be evaluated in
accordance with Federal awarding
agency polley). Where appropriate, the
Federal award may include specifiC
performance goals. indicators, mile-
stones. or expected outcomes (such as
outputs. or servioeB performed or pub-
11c1mpa.cteof any of these) with an ex-
pected timeline for accomplishment.
Reporting requirements must be clear-
ly artioula ted such that. where appro-
priate. performanoe during the execu-
tion of the Federal award has a stand-
ard against which non-Federal entity
performance can be measured. The
Federal awarding agency may include
program-speeif1c requirements, as ap-
plicable. These requirements should be
aligned with agenoy strategic goals,
strategic objectives or performa.nce
goals that are relevant to the program.
See also OMB Circular A-ll, Prepara-
tion, Submission and Execution of the
Budget Part 6 for definitions of stra-
tegic objectives and performance goals.
(e) Any other information required

by the Federal awarding agency.
[78 FR 786Oll.Dec. 26. 2013. a.s amended a.t 79
FR 7~82, I?ec. 19. 2014]
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UOO.211 Public aee_ to Federal
award iDformation.

(a) In accordance with statutory re-
quirements for Federal spending trans-
parency (e.g., FFATA), except as noted
in this section, for appl1ca.ble Federal
awards the Federal awarding agency
must announce all Federal awards pub-
licly and publ1sh the required informa-
tion on a publicly available OMB-des-
19nated governmentwide Web site (at
t1me of publ1cation,
W1D1D.USAspending.gov).
(b) Nothing 1n th1s sectton may be

construed as requiring the publication
of information otherwise exempt under
the Freedom of Information Act (5
U.S.C 552), or controlled unclassified
information pursuant to Execut1ve
Order 13556.

1200.212 Suspension and debarment.
Non-federal ent1ties and contractors

are subject to the non-procurement de-
barment and suspension regulatdcns
implementing Executive Orders 12549
and 12689, 2 CFR part 180. These regula-
tions restrict awards, subawards, and
contracts with certain parties that are
debarred, suspended, or otherw1se ex-
cluded from or inel1gible for part1c1pa-
non in Federal assistance programs or
activ1ties.
[79 FR 75883,Dec. 19, 2014]

Subpart D-POIf Federal Award
Requirements

STANDARDS FOR FINANCIAL AND
PRooRAM 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 pol1oy requ1rements: inolud-
ing, but not limited to, those pro-
tect1ng public welfare, the environ-
ment, and probibiting discrimination.
Tbe Federal awarding agency must
communicate to the non-Federal enti-
ty all relevant public policy require-
ments, including those in general ap-
propriations prov1sions, and incor-

§200.301

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, whicb includes re-
quirements on executive compensation,
and also requirements implementing
the Act for the non-Federal entity at 2
eFR part 26 Financial Assistance Use
of Universal Identifier and Central
Contraotor Registration and 2 CFR
part. 170Reporting Subaward and Exec-
utive compensatton Informa.tion. See
also statutory requirements for wh1s-
tleblower protecttons at 10U.S.C. 2409,
41 U.S.C. 4712, and 10 U.S.C. 2324, 41
U.S.C. 43Q4 and 4310.

IZOO.801Performance measurement.
The Federal awarding agency must

require the rec1pient to use OMB-ap-
proved standard information collec-
tions when providing financla.l and per-
formanoe information. As appropriate
and in accordance with above men-
tioned information collections, the
Federal awarding agency must require
the recipient to relate financial data to
performance accompl1shments of the
Federal award. Also, in accordance
with above mentioned standard infor-
mation colleotions, and wben appl1ca-
ble, reCipients must also provide cost
information to demonstrate cost effec-
tive pract1ces (e.g., througb unit cost
data). The recipient's performance
should be measured in a way 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 rec1pi-
ents with clear performance goals, in-
dicators, and milestones as described in
§~.210 Information contained in a
Federal award. Performance reporting
frequency and content should be estab-
lished to not only allow the Federal
awarding agency to understand the re-
cipient progress but also to facilitate
ident1fication of prom1sing practices
among recipients and build the ev1-
dence upon which the Federal awarding
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agency's program and performance de-
otstons are made.
[78 FR 78608. Dec. 26. 2018. &8 amended at 79
FR 76883.Dec. 19. 2014]

§200.302 Financial mllJUlgemeDt.
(a) Each state must expend and ac-

count for the Federal award in accord-
ance with state laws and procedures for
expendUlg and acoounting ror the
state's own foDds. In addition, the
state's and the other non-Feder&.1enti-
ty's financi&.1management systems, in-
cluding records documenting compl1-
ance with Feder&.l statutes, regula-
tions, and the terms and conditions of
the Federal award, must be sufficient
to permit tbe preparation of reports re-
quired by general and program-specific
terms and conditions; and tbe tracing
of funds to a level of expenditures ade-
quate to establisb that sucb funds have
been used according to the Federal
statutes, regulations, and the terms
and conditions of the Federal award.
See also §200.45O Lobbying.
(b) The financial management sys-

tem of eacb non-Federal entity must
provide for the following (see also
§§200.333 Retention requirements for
records, 200.334 Requests for transfer of
records, 200.385 Methods for collection,
tranemtsston and etorage of informa-
tion, 200.336 Access to records, and
200.337 Restrictions on publlc access to
records):
(1) Identification, in its accounts, of

&.11Federal awards received and ex-
pended and the Federal programs under
which they were received. Feders.l 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 tbe financial results of
each Federal award or program in ac-
cordanoe with the reporting require-
ments set forth in 11200.327 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 ba.sis, the recipi-
ent must not be required to establlsh
an accrual accounting system. This re-

2 CFRCh. II (1-1-15 Edition)

c1pient may develop accrual data for
its reports on the baBis of an analysis
of the documentation on band. Simi-
larly. a pass-througb entity must not
require a subreoipient to establ1sh an
accrual acoounting 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 fund!! for
federally-foDded activities. These
records must contain information per-
ta.1n1ng to Federal awards. authoriza-
tions, obligations, unobligated bal-
ances, asseta, expenditures, income and
interest and be supported by source
documentation.
(4) Effective control over, and ac-

countability for, all funds, property.
and other &Bsets.The non-Federal enti-
ty must adequately safeguard all assets
and aseure that tbey are used solely for
authorized purposes. See §200.303 Inter-
nal controls.
(5) Comparison of expenditures witb

budget amounts for each Federal
award.
(6) Written procedures to implement

the requirements of 1200.305 Pa.yment.
C1) Written procedures for deter-

mining the allowability of costs in ac-
cordance with Bubpart E--<lost Prin-
ciples of tbis part and the terms and
conditions of the Federal award.

1200.sos Internal controlli.
The non-Federal entity must:
(a.) Establlsh 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 in the Federal Government"
Isaued by tbe Comptroller General of
the United States or the "Internal Con-
trol Integrated Framework". issued by
the Committee of Sponsoring Organiza-
tions of the Treadway oommiesion
(COBO).
(b) Comply with Federal statutes,

regulations, and the terms and condi-
tions of the Federal awards.
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(c) Evaluate and monitor the non-
Federal entity's compliance with stat-
utes, regulations and the terms and
conditions of Federal awards.

(d) Take prompt action when in-
sta.nces of noncompliance are identified
including noncompllanoe identif1ed in
audit findings.

(e) Take reasonable measures to sa.fe-
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
sensttrve consistent with !!.pp1icable
Federal, state, local, and tribal laws re-
garding privacy and obUgations of con-
fidentiality.
[78 FR 78608,Dec. 26, 2013, as amended at 79
FR 76883,Dec. 19, 2014]

f 200.804 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
and 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 Federa.l awarding agency may
require adequate fidelity bond ooverage
where the non-Federal entity laoks suf-
fiCient 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 certlf1cates of authority as accept-
able sureties, as prescribed in 31 crn
Part 223, "Surety Companies Doing
Busmees with the United States."

§200.805 Payment.
(a) For states, payments are gov-

erned by Treasury-State CMIA agree-
ments and default procedures cod1f1ed
at 31 CFR Part 205 "Rules and Prooe-
dures for EtDcient Federal-State Funds
Transfers" and TFM 4A-2000 Overall
Disbursing Rules for AJI Federal Agen-
cies.

§200.305

(b) For non-Federal entities other
tha.n states, payments methods must
minimize the time elapsing between
the tra.nsfer of funds from the United
States Tre&8ury or the pass-through
entity and the disbursement by the
non-Federal entity whether the pay-
ment is made by electronic funds
transfer, or 1esuance or redemption of
checks. warrants, or payment by other
means. See also t 200.302 Financial
management paragraph (b)(6). Except
as noted elsewhere in this part, Federal
agencies must require recipients to use
only OMB-a.pll1'ovedsta.nd8.rd govern-
mentwide information collection re-
quests to request payment.
(1) The non-Federal ent1ty must be

paid in advance, provided it maintains
or demonstrates the willingness 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 fond control and ac-
countability as established in th1s part.
Advance payments to a non-Federal en-
t1ty must be limited to the minimum
amounts needed and be timed to be in
accordance with the actual, immediate
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 &8is adm1n1s-
tratively feas1ble to the actual d1e-
bursements by the non-Federal entity
for direot program or project costs and
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
&gency to the recipient.

(I) Advance payment mechanisms in-
clude, but are not limited to, Treasury
check and electronic funds transfer and
must comply with applicable guidance
in 31CFR part 208.

(11)Non-Federal entities must be 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 electronio transfers are used. in
accordance with the provisions of the
Eleotronic Fund Transfer Aot (15
U.S.C.1693-1693r).
(3) Reimbursement is the preferred

method when the requirements in para-
graph (b) cannot be met. when the Fed-
eral awarding ~ency sets a specific
condition per 1200.207Specific condl-
tdons, or when the non-Federal entity
requests payment by reimbursement.
Thie method may be used on any Fed-
eral award for construction. or if the
major portion of the construction
project is accompl1llhed 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 ~ency or
pass-through entity must make pay-
ment within 30 calendar days after re-
ceipt of the billing, unless the Federal
awarding &gency 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 ~ency or
paes-through entity has determined
that reimbursement is not feasible be-
cause the non-Federal entity lacks suf-
ficient working capital, the Federal
awarding agency or pass-through enti-
ty may provide cash on a working cap-
ital advance basis. Under this proce-
dure, the Federal awarding agenoy or
pass-through entity must advance cash
payments to the non-Federal entity to
cover its estimated dieburBement needs
for an initial period generally geared
to the non-Federal entity's disbursing
cycle. There~fter. the Federal award-
ing &gencyor pass-through entity must
reimburse the non-Federal entity for
its actual cash disbursements. Use of
the working capital advanoe method of
payment requires that the pass-
through entity provide timely advance
payments to any subrecipients in order
to meet the subrecipient'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-
willingness or inability of the pass-
through entity to provide timely ad-
vance payments to the subrecipient to

2 CFRCh. II (1-1-15 EdtIon)

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
1nterest earned on such funds before re-
questing additional cash payments.
(6)Unless otherwise required by Fed-

eral statutes, payments for allowable
costs by non-Federal entitles must not
be withheld at any time during the pe-
riod of performance unless the condi-
tions of §§200.207Specific 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 has failed

to comply with the project objectives,
Federal statutes, regulations. or the
terms and conditions of the Federal
award.
(ii) The non-Federal entity is delin-

quent in a debt to the United States as
def'lned in OMB Guidance A-I29, "Poli-
cies for Federal Credit Programs and
Non-Tax Receiva.bles." Under such con-
ditions, the Federal awarding agency
or pass-through entity may, upon rea-
sonable notice. inform the non-Federal
entity that payments must not be
made for obligatione incurred after a
specified date until the conditions are
corrected or the indebtedneS8 to the
Federal Government Is liquidated.
(111)A payment withheld for failure

to comply with Federal award condi-
tions. but without suspension of the
Federal award. must be released to the
non-Federal entity upon subsequent
compliance. When a Federal award is
suepended, payment adjustments will
be made in accordance with §200.342Ef-
fecte of suspension and termination.
(iv) A payment must not be made to

a non-Federal entity for amounts that
are withheld by the non-Federal entity
from payment to contractors to assure
satisfactory completion of work. A
payment must be made when the nOD-
Federal entity actually disburses the
withheld funds to the contractors or to
escrow accounts eetabl1llhed to assure
satisfactory completion of work.
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(7) Standards governing the use of
banks and other institutioIl8 loS depcst-
tortes of advance payments under Fed-
eral awards are as follows.

(1) The Federal awarding agency and
pass-through ent1ty 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-
tainsd in insured accounts whenever
possible.
(8) The non-Federal entity must

maintain advance payments of Federal
a.wa.rds in intereet-bearing a.ccounts,
unless the following apply.
(1) The non-Federal entity receives

less than $120,000in 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 minimum balance so high
that it would not be feasible within the
expected Federal ~d non-Federal easb
resources.
(iv) A foreign government or banking

system prohibits or precludes interest
bearing accounts.
(9) Interest earned amounts up to $500

per year may be retained by the non-
Federal entity for administrative 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 Services 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 records"
by FinanCial Institutions) as that will
assist in the timely posting of Inter-
ested earned on federal funds. Perti-
nent details Include the Payee Account
Number (PAN) if the payment origi-
nated from PMS, or Agency inform 10-

§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 ACHReturns:
Routing Number:061036706
Accountnumber:803000
Bank Nameand Location: Credit Gateway-
ACHReceiverSt. Paul, MN
(ii) For Fedwire Returns":

Routing Number:02l030ll04
Accountnumber:75010601
Bank Name and Location: Federal Reserve
Bank Trea.aNYCIF1lIldsTransfer Division
NewYork.NY

(* Please DOteorganization 1nltlatlng pay-
ment Is likely to 1ncur a charge from your
Financial Institution for tll18 type of pay-
ment)
(111)For International ACHReturns:

Be!lellciaryAccount: Federal Reserve Bank
ofNewYorklITS(FRBNYIITS)

Bank: Citibal:lkN.A.(NewYork)
Swift Code:ClTJUS33
AccountNumber:36838868
Bank Address: 388 GreenWichStreet, New
York, NY10013 USA

Payment Det&1ls(Line 70): Age!lCY
Name (abbreviated when pos61ble)and ALe
AgencyPOC:MichelleHaDey.(301) 492-5065

(iv) For recipients that do not have
electronic remittance capabillty.
please make check"" payable to: "The
Department of Health and Human
Services."
Mail Check to Treasury approvedlooltbcx:

HHB Program Support Center. P.O. Box
630231, Atlanta, GA~1

(". Please allow 4-6 weeks for prooe86ingof a
payment by check to be applied to the appro-
priate PAISaccount)
(v) Any additional information/1n-

structions may be found on the PMS
Web site at http://www.dpm.psc.govl.

[78 FR 78608, Dec. 36, 20l3. as amendedat 79
FR 75888, Dec.19. 2OH)

§200.306 Cost IlhariDl' or matching.
(ao) Under Federal research proposals,

voluntary committed cost Bliaring 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 1s both in accordance with
Federal awa.rding agency regulations
and speCified in a notice of funding op-
portunity. Criteria for considering vol-
untary committed cost sharing and
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§200.306

any other program pollcy factors that
may be used to determine who may re-
ceive a Federal awaro 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

shared 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 ooat sharing or matching when
such contributions meet all of the fol-
lowing criteria:
(1) Are verifiable from the non-Fed-

eral entity's records;
(2) Are not inoluded &8 contributions

for any other Federal award;
(3) Are necessary and reasonable for

accomplishment of project or program
objectives;
(4) Are allowable under Subpart E-

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 requrred by the Federal
awarding agency; and
(7) Conform to other provisions of

this part, as 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 difference between the
amount charged to the Federal award
and the amount which could have been
charged to the Federal award under the
non-Federal entity's approved nego-
tia.ted indirect cost rate.
(d) Values for non-Federal entity

contributions 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 buildings or land for construe-
tionJfa.cU1ties 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 records 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 1t exceeds the value de-
scribed in (1)above at the time of dona-
tion.
(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 skills 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 orga.n1zation

furnishes the services of an employee,
these services must be valued at the
employee's regular rate of pay plus an
amount of fringe benefits that is rea-
sonable, neoessary, allocable, and oth-
erwise allowable, and indirect costs at
either the third-party organiza.tion's
approved federally negotiated indirect
oost rate or, a rate in accordance with
§200.414 Indirect (F&A) costs, para-
graph (d), provided these services em-
ploy the same sklll(s) for which the
employee is normally paid. Where do-
nated services are treated &8 indirect
costs, indirect cost rates will separate
the value of the donated services 50

that reimbursement for the dona.ted
services will not be made.
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(g) Donated property from third par-
ties may include such Items 8.Bequip-
ment, office supplies, laboratory aup-
plies, or workshop and olassroom sup-
plies. Value asseBBedto donated prop-
erty included in the cost sharing or
matching share muet not exoeed the
fair market value of the property at
the time of the donation.
(b) The method used for determining

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 Federal

award is to 8.Bsistthe non-Federal enti-
ty in the acquisition of equipment,
bu1ldings or land, the aggregate value
of the donated property may be
claimed as cost sharing or matching .
(2) IT the purpose of the Federal

award 1s to support activities 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-
ations for selected items of cost.
(1) The value of donated property

must be determined 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 fa.ir mar-
ket value at the time of donation to
the non-Federal entity 8.Bestab11shed
by an independent appraiser (e.g., oer-
tified real property appraiser or Gen-
eral Services Administration rep-
resentative) and certified by a respon-
sible offiCial of the non-Federal entity
as required by the Uniform Relocation
Assistance and Real Property Acquisi-
tion Policies Act of 1970.8.Bamended.
(42U.S.C. 4601--4655)(Uniform Act) ex-
cept as provided in the implementing
regulations at 49CFR 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.

§200.307

(3) Tbe value of donated space must
not exceed the fair rental value of com-
parable space as established by an inde-
pendent appraisal of comparable space
and facilities in 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-

tions, the fair market value of goods
and services must be documented and
to the extent feasible supported by the
same methods used internally by the
non-Federal entity.
(k) For IREs. see also OMB memo-

randum M-{)l--06,dated January 5, 2001.
Clarification of OMB A-21 Treatment
of Voluntary Uncommitted Cost Shar-
ing and Tuition Remission Costs.
[78 FR 78608. Dec. 26, 2013. as &.mended at 79
FR 75883,Dec. 19, 2014]

§200.307 Prorram mcome.
(a) General. Non-Federal entities are

encouraged to earn income to defray
program costs where appropriate.
(b) Cost of generating program income.

IT authorized by Federal regulatiOns or
the Federal award, costs incidental to
the generation of program income ma.y
be deducted from gross income to de-
termine program income, provided
these costs have not been charged to
the Federal award.
(c) Governmental Tevenues. Taxes, spe-

cial 8.Bse88ments. levies. fines, and
other such revenues raised by a non-
Federal entity are not program income
unlesa the revenues are specifically
identified in the Federal award or Fed-
eral awarding agency regulations 8.B
program income.
(d) PToperty. Proceeds from the sale

of real property. equipment, or suppl1es
are not 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 11200.811Real prop-
erty, 200.818Equipment, and 200.814
Supplies, or as specifically identified in
Federal statutes, regulations. or the
terms and conditione of the Federal
award.
(e) Use of pTogram income. If the Fed-

eral awarding a.gency does not specify
in its regulations or the terms and con-
ditions of the Federal award, or give
prior approval for how program income
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is to be used, paragra.ph (e)(l) of this
section must apply. For Federal awards
made to IHEs and nonprofit research
institutions, 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, pa.ragraph (e)(2) of this
section must a.pply.In specifying alter-
natives to paragraphs (e)(I) and (2) of
this section, the Federal awarding
agency may distinguish between in-
come earned by the recipient and in-
come earned by subrectprents 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 spec111edmust also be de-
ducted from expenditures.

(1) Deduction. Ordinartly 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 a.ward1ngagency a.uthorizes other-
wise. Program income tha.t the non-
Federal entity did not anticipate at the
time of the Federal a.wardmust be used
to reduoe the Federal award and non-
Federal entity contributions rather
than to increase the funds committed
to the project.
(2) Actdition. With prior approval of

the Federal awarding agency (except
for IHEa and nonprofit research 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) Colft shaTing Of' matchIng. With
prior approval of the Federal awarding
agency, progr&m income may be used
to meet the cost shar1ng or matching
requirement of the Federal award. The
amount of the Federal award remains
the same.

(!) Income after the period of perform-
anee. 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 a.wardprovide oth-

2 CFR Ch. II (1-1-15 Edition)

erwise. The Federal awarding agency
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, trademarks, and inventions
made under a. Federal a.ward to which
S7 CFR part 401, "Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Awards, Contra.cts and Coopera-
tive Agreements" is appllcable.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR75884.Dec. 19, 2014]

§200.308 BevisiODof budget and pro-
pam plana.

(a) The approved budget for the Fed-
eral award summarfzes the financial
aspects of the pro~ect or program as ap-
proved during the Federal award proc-
eBS.It may include either the Federal
and non-Federal share (see §200.43 Fed-
eral Bhare) or only the Federal share,
depending upon Federal awarding agen-
cy requirements. It must be related to
performance for program evaluation
purposes whenever a.ppropriate.
(b) Recipients are required to report

devia.tions from budget or projeot scope
or objective, and request prior approv-
als from Federal awarding agencies for
budget and program plan revisions, In
accordance with this sectdon.
(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 11i no associated budget revision
requiring prior written approval).
(2) Change in a key person specified

in the application or the Federal
a.ward.
(3) The disengagement from the

project for more than three months, or
a 25 percent reduction in time devoted
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to the project, by the approved project
director or principal investigator.
(4) The Inclusion, unless waived by

tbe Federal awarding agency, of costs
that require prIor approval in accord-
ance witb Subpart &--Cost Principles
of this part or 45CFR part 75Appendix
IX, "Principles for Determining Costs
Applicable to Researob and Develop-
ment under Awards and Contracts witb
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 defJ.ned in
5200.75 Participant support costs to
other categor1es of expense.
(6) Unless described in the applica-

tion and funded in the approved Fed-
eral awards, the suba.ward1ng,transfer-
ring or contracting out of any work
under a Federal a.ward, Including fixed
amount subawards as descr1bed in
§200.332Fixed amount subawards. This
provision does not a.pply to tbe acquisi-
tion of supplies, material, equipment
or genera.l support services.
(7) Cbanges in the approved cost-

sbaring or matching provided by tbe
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 200.407Pr10r
written approval (prior approval).
(8) Tbe need arises for additional

FederaJ funds to complete the project.
(d) Except for requirements listed in

paragrapb (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
seotion. Such waivers may include au-
thor1zing recipients to do anyone or
more of the following:
(1) Incur project costs 90 calendar

daYBbefore the Federa.l awarding agen-
cy makes the FederaJ award. Expenses
more than 90 calendar days pre-award
require prior approval of the Federa.l
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 Federa.l award-
ing agency is under no obligation to re-
imburse such costs if for any reason
the recipient doee not receive a Federal
award or if the Federal award ie less
than anticipated and inadequate to

§200.308

cover such costs). See also §200.458Pre-
award costs.
(2) Initiate a one-time extension of

the period of performance by up to 12
months unless one or more of tbe 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 pertod 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 Federa.l Ilowarding
agency approval wben:
(1) Tbe terms and conditions of the

Federal Ilowardprohibit the extension.
(11)The extension requires additional

Federa.l funds.
(111) The extension involves any

change in the approved objectives or
scope of the project.
(3) Carry forward unobltgated bal-

ances to subsequent periods of perform-
ance.
(4) For Federal awards that support

research, unless the Federal awarding
agency provides otherwise in the Fed-
eral Ilowardor in the Federa.l awarding
agency's regulations, the prior ap-
proval requirements described in para-
graph (d) are antomllotlcally waived
(i.e., recipients need not obtain such
prior approvals) unlees one of the con-
d1tlons included in paragraph (d)(2) ap-
plies.
(e) The Federal awa.rding agency

may, at its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for Federal awards in which ths 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 of the total budget as last ap-
proved by the Federal awarding agen-
cy. The Federal awarding agency can-
not permit a transfer that would cause
any Federal a.ppropriation to be used
for purposes other than those COD-
sistent with tbe a.ppropriation.
(f) All other changes to non-construc-

tion budgets, except for the changes de-
scribed in paragraph (c) of this section.
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do not require prior approval (Bee also
1200.407Prior written approval (prior
approval».

(g) For conatructfon Federal awards,
the recipient must request prior writ-
ten approval promptly from the Fed-
eral awarding agency for budget revi-
sions whenever paragraph (g)(l), (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.

(3) A revision is desired which in-
volves specifiC costs for wbich prior
written approval requirements may be
imposed consistent with applicable
OMB cost prinCiples listed in Subpart
E--Cost Principles of th1s part.

(4) No other prior approval 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 from the Federal
awarding agency before making any
fund or budget tranefers between the
two types or work supported.

(h) When requesting approval for
budget revisions, the recipient must
use the same format for budget infor-
mation that wa.s used in the applica-
tion, unless the Federal a.warding agen-
cy indicates 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. If the re-
vision is still under consideration at
the end of 30calendar days, the Federal
awarding lIolrencymust inform the re-
cipient in writing of the date when the
rscIpient may expect the decision.
[78 FE 78608, Dec. 26, 2013, as amended at 79
FE 75884, Dec. 19. 2014]

t 200.309 Period of perfonnance•
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 CFRCh. II (1-1-15 Edition)

any costs incurred before the Federal
awarding agency or pass-through enti-
ty made the Federal award that were
authorized by the Federal awarding
agenCYor pass-through entity.
[78 FE 78608, Dec. 26, 2013. a.s amended at 79
FE 75884. Dec. 19, 2014]

PROPERTYSTANDARDS

§200.810 Inaurance coverage.
The non-Federal entity must, at a

minimum, provide the equivalent in-
eurance coverage for 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.

1200.811 Real properly.
(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 wil1 be
used for the originally authorized pur-
pose as long as needed for that purpose,
during which time the non-Federal en-
tity must not dispose of or encumber
its title or other interests.

(c) Di8po.ritjon. When real property Is
no longer needed for the orig1Da.Uyau-
thor1zed purpose, the non-Federal enti-
ty must obtain disposition instructions
from the Federal awarding agenoy or
pa.ss-through entity. The ·instructions
must provide for one of the following
al ternatives:

(1) Retain title after compensating
the Federal awarding agency. The
amount paid to the Federal awarding
agenoy will be oomputed 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 where the non-Federal entity is
disposing of real property acquired or
improved with a Federal award a.nd ac-
quiring replacement real property
under the same Federal award, the net
proceeds from the disposition may be
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used as 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 peroent-
age of participation in the cost 01 the
original purchase (and cost of any im-
provemente) to the proceeds of the sale
after deduction of any actual and rea-
sonable selling and fixing-up expenses.
If the Federal award has 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-
vide 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
deeignated/approved by the Federal
awarding agency. The non-Federal en-
tity is entltled to be paid an amount
calculated by applying the non-Federal
entity's percentage of participation in
the purchase of the rea.l property (and
cost of any improvements) to the cur-
rent fair market value of the property.
[78FR 78606. Dec.26.3113. as amendedat 79
FR 75884, Dec.19,3114]

t 200.312 FederaDy-owned and exempt
property.

(a) Title to federally-owned property
remains 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 awarding agency. Upon
completion of the Federal award or
when the property is no longer needed,
the non-Federal entity must report the
property to the Feder&lawarding agen-
cy for further Federal agency ut1l1za-
tion.

(b) If the Federal a.warding agency
h&.sno 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 awarding agency has statutory
authority to dispose of the property by
alterna.tive methods (e.g., the author-
ity provided by the Federal Technology
Transfer Act (15U.S.C. 3710(i» to do-
nate research equipment to edu-

§2OO.313

cational and non-profit organizations
in accordance with Executive Order
12999, "Educational Technology: Ensur-
ing Opportunity for All Chl1dren in the
Next Century."). The Federal awarding
agency 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 awarding agen-
cy may exercise this option when stat-
utory authority exists. Absent statu-
tory authority and llJIecific terms and
conditions of the Federal award, title
to exempt feder&lly-ownedproperty ac-
quired under the Federal award re-
mains with the Federal Government.
[76 FR 78608, Dec.26, :1013,as amended at 79
FR75884,Dec.19,2014]

UOD.913 Equipment.
See also §200.439 Equipment and

other capital expenditures.
(a) Title. Subject to the obligations

and conditions set forth in this seotion,
title to equipment acquired under a
Federal award will vest upon acquiBi-
tion in the non-Federal entity. Unless
a statute specifioa11y 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 so, the
title must be a conditional title. Title
must vest in the non-Federal entity
subject to the following conditions:

(1) Use the equipment for the author-
ized purposes of the project during the
period of performance, or until the
property is no longer needed Cor the
purposes of the project.

(2) Not encumber the property with-
out approv&l of the Federal awarding
agency or pasll-through entity.

(3)Use and dispose of the property in
accordance with paragraphs (b), (c) 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-
ance with state laws and procedures.
Other non-Federal entities must follow
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paragraphs (c) through (e) of this sec-
tton.

(c) Use. (1) Equipment must be used
by the non-Federal entity in the pro-
gram or project for which it was ac-
quired as long as needed, whether or
not the project or program continues
to be supported by the Federal award,
and the non-Federal entity muat not
encumber the property without prior
approval of the Federal awarding agen-
cy. When no longer needed ror 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:

(i) Activities under a Federal award
from the Federal awarding agency
which funded the origiDal program or
project, then

(ii) Activities under Federal awards
from other Federal awarding agencies.
This tncludes consolidated equipment
for information technology IIY8tems.

(2)During the time tha.t equipment is
used on the project cr 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 w1l1not iDter-
rere with the work on the projects or
program for which it was originally ac-
quired. First preference ror other use
must be given to other programs or
projects supported by Federal awarding
agency that nnanced the equipment
and second preference must be given to
programs or projects under Federal
awards from other Federal awarding
agencies. Use for non-federaJly-funded
programs or projects is also permis-
sible. User fees should be considered 11
appropriate.

(3) NotwithstandtDg 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 Iess than
private companies charge for equtva-
lent services unless specifically author-
ized by Federal statute for as long as
the Federal Government retatns an in-
terest in the equipment.

(4) When acquiring replacement
equipment, the non-Federal entity may

2 CFRCh.U (1-1-15 Edition)

use the equipment to be replaced as a
trade-in or sell the property and use
the proceeds to offset the cost of the
replacement property.

(d) Management requirements. Proce-
dures for managing equipment (includ-
iDg replacement equipment), whether
acquired in whole or in part under a
Federal award, until dispOsition takes
place will, as a min1mum, meet the fol-
Iowmg requirements:

(1) Property records must be ma.in-
tained that include a description of the
property, a seria.l number or other
identification number. the source of
funding for the property (including the
FAIN), who holds title, the acquisition
date, and cost of the property. percent-
age of Federal pa.rt1ci:pation in the
project costs for the Federal award
under which the property was acquired,
the location, use and condition of the
property, and any ultimate disposition
data including the date of disposal and
sale price of the property.

(2) A physical inventory of the prop-
erty must be taken and the results rec-
onciled with the property records at
least once every two years.

(3) A control System 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)Adequate maintenance 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) Dispositi01l. 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 as 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 $5.000or
less may be retained, sold or otherwise
disposed of with no further obligation
to the Federal awarding agency.
(2)Except &!l provided in §200.312Fed-

erally-owned and exempt property,
paragraph (b), or if the Federal award-
ing agency fails to provide requested
disposition instructions \Vithin 120
days, Items of equipment with a cur-
rent per-unit fair-market value in ex-
cess of $5.000may 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
peroentage of participation in the cost
of the original purohaae. If the equip-
ment is sold. the Federal awarding
agency may permit the non-Federal en-
tity to deduct e.ndretain from the Fed-
eral share S500 or ten percent of the
proceeds, whichever is Iess, for its sell-
ing and handl1ng 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 compensation for Its attrib-
utable percentage of the current fair
market value of the property.
(4)In oases where a non-Federa.l enti-

ty fails to take appropriate disposition
actions. the Federal awarding agency
may direct the non-Federal entity to
take disposition actions.
[78 FR 78608, Dec. 26, 2018, a.s amended at '19
FR 75&84,Dec. IS, 2014]

1200.814 Supplies.
See also §200.453Materials 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 $5,000in total aggre-
ga.te value upon termination or com-
pletion of the project or program and
the supplies are not needed for any
other Federal award, the non-Federal
entity must 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 compensation must be com-

§2OO.315

puted in the same manner as for equip-
ment. See §200.313Equipment, para-
graph (e)(2)for the calculation method-
ology.
(b) As long as the Federal Govern-

ment retains an interest in the sup-
plies, the non-Federal entity must not
use supplies acquired under a Federal
award to provide services to other or-
ge.n1zations for a fee that Is less than
private companies charge for equiva-
lent services, unless speCifically au-
thorized by Federal statute.

§200.315 mtangJ'ble property.
(a) Title to intangible property (see

§200.59 Intangible property) acquired
under a Federal award vests upon ac-
quisition in the non-Federal entity.
The non-Federal entity must use that
property for the origlnally-a.uthorized
purpose, and must not encumber the
property without approval of the Fed-
eral a.warding agency. Wben no longer
needed for the originally authorized
purpose, disposition of the intangible
property must occur in accordance
with the provisions in §200.313Equip-
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 a.warding agen-
cy reserves a royalty-free, nonexclu-
sive and trrevocable right to reproduce,
publ1Bh.or otherwise use the work for
Federal purposes, and to authorize oth-
ers to do so.
(c) The non-Federal entity is subject

to applicable regulations governing
patents 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 Small
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 such
data 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 relating 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 awarding agency must
request, and the non-Pederal entity
must provide, within a reasonable
time, the research data so that they
can be made available to the public
through the procedures established
under the FOlA. If the Federal award-
ing agency obtains the research data
solely in response to a FOIA request,
the Feder80l awarding agency may
charge the requester a reasonable fee
equaling the full incremental cost of
obtaining the research data. This fee
should reDect costs incurred by the
Federal agency and the non-Federal en-
tity. This fee is in addition to any fees
the Federal awarding agency maya.&-
sess under the FOIA (5 U.S.C.
552(a)(4XA».
(2) Published research findings means

when:
(i) Resea.rch findings are published in

a peer-reviewed scientific or technical
journal; or
(li) A Federal agency publicly and of-

ficially 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 omclally cites the
research findings in support of an agen-
cy action that has the force and effect
of law,
(8) Research data means the recorded

fa.ctual material commonly accepted in
the scientific 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., l8obor8otorysamples). Re-
search data also do not include:
(i) Trade secrets, oommeretal infor-

mation, materials necessary to be held
confidential by a researcher until they
are published, or similar information
which is protected under law; and

2 CFRCh. 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 privacy, Buchas information that
could be used to identify a particular
person in a research study.
[78 FR '18608,Dec.26, lKl13, ll.Il amended at '19
FR '75884,Dec. 19, lKl14]

§200.316 Property trust relationahip.
Real property, equipment, and intan-

gible property, that are s.oquired or im-
proved with a Federal award must be
held in trust by the non-Fedexal entity
as trustee for the beneficiaries of the
project or program UDder which the
property was acquired or improved.
The Federal awarding agency may re-
Quire the non-Federal entity to record
liens or other appropriate notices of
record to indicate that personal or real
property bas been acquired or improved
with a Federal award and that use and
dispoSition conditions apply to the
property.

PROCUREMENT STANDARDS

§200.317 Procuremenu by statell.
When procuring property and eerv-

ices under a. Federal award. a state
must follow the same policies 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 that
every purchase order or other contract
includes any clauses required by sec-
tion §200.326 Contract provisions. All
other non-Federa.l entities, including
subreciptenta of a state, will follow
§§200.818 General proourement stand-
ards through 200.826 Contra.ct provi-
sions.

§200.318 General procurement staDd·
ardII.

(a) The non-Fedexal entity must use
its own documented procurement pro-
cedures which reflect applicable State,
local, and tribal laws and regulations,
provided that the procurements con-
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 in accordance with the
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terms, conditions, and specifications of
their contracts or purchase orders.
(c)(l) 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, ornoer, or agent, any
member of his or her immediate fam-
By, his or her partner, or an organiza-
tion whioh employs or is about to em-
ploy any of the parties tndlcated here-
in, has a ftna.ncial or other interest in
or a tangible personal benefit from a
firm considered for a contract. The of-
ficers, employees, and agents of the
non-Federal entity may neither soliolt
nor accept gratuities, favors, or any-
thing of monetary value from contrac-
tors or parties to subcontracts. How-
ever, non-Federal entities may set
standarcb! for situations In which the
financial interest 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 appl1ed for violations of such
standards by omcers, employees, or
agents of the non-Federal entity.
(2) If the non-Federal entity has a

parent, amliate, or subsidiary organi-
zation that is not a state, local govern-
ment, or Indian tribe, the non-Federal
entity must also maintain written
standards of oonduct covering organi-
zational conflicts of Interest. Organiza-
tional conflicts of interest means that
beca.use of rela.tionships with a parent
company, affiUa.te, 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 prooe-

dures must avoid acquieitaon of unnec-
essary or duplteattve items. Consider-
ation should be given to consolidating
or breaking out procurements to ob-
tain a more economical purchase.
Where appropriate, an analysis will be
made of lease versus purchase alter-

§200.318

natives, and any other appropriate
analysis 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-Federal entity Is encour-
aged to enter Into state and local Inter-
governmental agreements or inter-en-
tity agreements where appropria.te for
procurement or use of common or
shared goods and services.
(f) The non-Federal entity Is enoour-

aged to use Federal excess and surplus
property In lieu of purchasing new
equipment and property whenever such
use is feasible a.nd reduces project
costs.
(g) The non-Federal entity is encour-

aged to use value engineering olauses
in contracts for oonstruction projects
of sufflclent size to offer reasonable op-
portunities for cost reductions. Value
engtneerlng is a systematic and cre-
ative ana.lysis of each contract item or
task to ensure that Its essential nine-
tion Is provided at the overall lower
cost.
(b) The non-Federal entity must

award contracts only to responsible
contractors possessing the ablllty to
perform successfully under the terms
and conditions of a proposed procure-
ment. Consideration will be given to
such matters as oontraotor integrity,
compliance with public pollcy, record
of past performance, and financial and
technical resources. See also §200.212
Suspension and debarment.
(1) The 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 oontract type, oontractor
selection or rejection, and the basis for
the oontract price.
(j)(1)The non-Federal entity may use

a. 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 materials type contract
means a contract whose cost to a nOD-
Federal entity is the sum of:
(1)The actual cost of materials; and
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(ii) Direct labor hours charged at
lued hourly rates that reflect wages,
general and administr8.tive expenses,
and profit.

(2) Since this formula generates an
open-ended contract price, a time-and-
materials contract provides no positive
profit incentive to the contractor for
cost control or labor efficiency. There-
fore, each contract must set a ceiling
price that the contractor exceeds at ire
own risk. Further, the non-Federal en-
tity awarding such a contract must 1tS-

sert a high degree of oversight in order
to obtain rea.sonable aesuranoe 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 gcod administrative practice and
sound business judgment, for the set-
tlement of all contractual and adminis-
trative issues arising out of procure-
ments. These issues include, but are
not limited to. source evaluation, pro-
testa, 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 tha.t of the
non-Federal entity unless the matter is
primarily a Federal concern. Viola-
tions of la.w will be referred to the
local. state, or Federal authority hav-
ing proper jurisdiction.
[78 FR 7llOOll.Dec.26. 2013, &B a.mended at 79
FR 76884, Dec.19,2014]

§200.818 Competition.
(a) All procurement transactions

must be conduoted in a manner pro-
viding full and open competition con-
sistent with the standards of this sec-
tlon. In order to ensure objective con-
tractor performance and eliminate un-
fair competitive advantage. contrac-
tors that develop or draft specifica-
tions, requirements, statements of
work. or invitations for bids or re-
questa for proposals must be excluded
from oompeting for such procurements.
Some of the sttuattons considered to be
restrictive of competition include but
are not limited to:

(1) Placing unreasonable require-
ments on firms in order for them to
qU8.l1fyto do business;

2 CFRCh. II (1-1-15 Edition)

(2)Requiring unnecessary exper1ence
and exceBSlvebonding;

(3) Noncompetitive pricing practices
between Ill'DlS or between affiUated
companies;

(4) Noncompetitive contracts to con-
sultants that are on retainer contracts;

(5) Organizational con111ctsof inter-
est;

(6) Specifying only a "brand name"
product instead of allowing "an equal"
product to be offered and describ1ng
the performance or other relevant re-
quirements of the procurement; and

(7) _-\nya.rbitra.ry action in the pro-
curement process.

(b) The non-Federal entity must con-
duct procurements in a manner that
prohib1ts the use of statutorily or ad-
min1stratively imposed state, local, or
triba.l geographical preferences in the
evaluation of bids or proposals, except
in those cases where applicable Federal
statutes expreBSlymandate or encour-
age geographic preference. Nothing in
thill section preempte state licensing
laws. When contracting for architec-
tural and engineering (AlE) services,
geographic location may be a selection
criterion provided ita application
leaves an appropriate 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. These procedures must
ensure that all solicitations:

(1) Incorporate a clear 8.nd accurate
description of the technica.l require-
ments for the matertal, product, or
service to be procured. Such descrip-
tion must not, in competitive procure-
ments, contain features which 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
necessa.ry. must set forth those min-
imum essentdal characteristics and
standards to which it must conform if
It is to satiBfY its intended use. De-
tailed produot specifications should be
avoided if at all possible. Wben it is
impractical or uneconomical to make a
clear and accurate description of the
technical requirements. a "brand name
or equivalent" desoription may be used
11.8 a means to deane 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 requ.irements which

the offerors must fulfill and all other
factors to be used in evaluating bids or
proposa.ls.
(d) The non-Federal entity must en-

sure that all prequa.lif1ed lists of per-
sons, nrme, 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.
[78 FR 78608, Dec. 26, 2013, a.e amended a.t 7S
FR 76885,Dec. 19, 2014]

§200.820 Methodll 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
aoqufsttdon 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 micro-purchases eq-
uitably among' qualified suppliers.
Micro-purchases may be awarded with-
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 S1m-
pl1f1edAcquisition Threshold. If small
purchase procedures are used, price or
rate quotations must be obtained from
an adequate number of qualified
sources.
(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)(1) of this section
apply.
(1) In order ror 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;

(11) Two or more responsible bidders
are w1111ngand able to compete effec-
tively for the bustneee; and
(111)The procurement lends itself to a

firm fixed price contract and the selec-
tion of the auccessrul bidder can be
made principally on the basis of price.
(2) If sealed bids are used, the fol-

lOwing requirements apply:
(i) Bids must be soUcited from an

adequate number of knOWDsuppliers,
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 publ1cally advertised.;
(ii) The invitation for bids, which

wlll include any specifications 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;
(iv) A firm 11xedprice oontract award

w11lbe made in writ1ng to the lowest
responsive and responsible bidder.
Where specified in bidding documents,
factors such as discounts, transpor-
tation cost, and life cycle oosts must
be considered in determining which bid
is lowest. Payment discounts will only
be used to determine 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. The technique of competitive
propoeals is normally conducted with
more than one source submitting an
offer, and eit.her a fixed price or cost-
reimbursement type contract is award-
ed. It is generally used when conditions
are not appropriate for the use of
sealed bids. If this method is used, the
following requirements apply:
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(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 the
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 eva.luations of the proposals re-
ceived and for selecting recipients;

(4)Contracts must be awarded to the
responsible firm whose proposal is
most advantageous to the program.
with price and other factors consid-
ered; and

(5) The non-Federal entity may use
competitive proposal procedures for
qualifications-based procurement of ar-
chitectural/engineering (AlE) profes-
sional services whereby competitors'
qualifications are evaluated and the
most qua.lified competitor is selected,
subject to negotiation of fair and rea-
sonable compensation. The method,
where 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 of the following cir-
cumstanees apply:

(l) The item is available only from a
single source;

(2)The publ1c exigency or emergency
for the requirement will not permit a
delay resulting from competitive solic-
itation;

(S) The Federa.l awarding agency or
pass-through entity expressly author-
izes noncompetitive 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, as amendedat 79
FR 75885, Dec. 19, 20l4}

2 CFRCh. II (1-1-15 EdlHon)

f 200.321 Contracting with lJDall and
minority busine-, women', bu.i-
nNI enterpril" and labor BUrPl1l5
ueafirme.

(a) The non-Federal entity must take
all neoeesary affirmative stepe to M-

sure that minority businesses, women's
business enterprises, and labor surplus
area firms are used when posstble.

(b) Affirmative stePllmust include;
(1) Placing qualified small and mi-

nority businesses and women's business
enterprises on solic1tation lists;

(2)Assuring that small and minority
bustneases, and women's business en-
terprises are solicited whenever they
are potential sources;

(8)Dividing total requirements. when
economically feasible, into smaller
tasks or quantities to permit max-
imum participation by sma.ll and mi-
nority businesses. and women's busi-
ness enterprises;

(4) Establishing delivery schedules,
where the requirement permits, which
encourage partiCipation by small and
minority businesses, and women's busi-
ness enterprises;

(5) Using the services and assretance,
as appropriate, of such organiza.tioJl5 as
the Small Businells Administration and
the Minority Business Development
Agency of the Department of Com-
meroe; and

(6)Requiring the prime contractor. if
subcontracts are to be let. to take the
affirma.tive steps listed in paragraphs
(1) through (5) of this section.

§200.822 Procurement of recovered
materiah.

A non-Federal entity that is a state
agenoy or agency of a political subdivi-
sion of a state and its contractora must
comply with section 6002of the Solid
Waste Disposal Act. as amended by the
Resource Conservation and Recovery
Act. The 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 contain the highest
percentage of recovered materials prac-
ticable, consistent with maintaining a
satisfactory level of competition,
where the purchase price of the item
exceeds 110.000or the value of the
quantity acquired during the preceding
fiscal year exceeded S10,OOO; procuring
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solid waste management services in a
manner that maximizes energy and re-
source recovery; and establillh1ng an af-
firmative procurement program for
procurement of recovered materials
identified in the EPA guidelines.
['18 FR 7lI608. Dec.26. 2013. &II &mended at 79
FR 76886, Dec. 19, 2014]

§JOO.3Z3 Contrac&cost 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 Simpl1f1ed Acquisit10n
Threshold including contract modifica-
tions. The method and degree of anal-
ysis is dependent on the facts sur-
rounding the particular procurement
situation, but as a starting point, the
non-Federal entity must make inde-
pendent estimates before receiving bids
or proposals.
(b) The non-Federal entity must ne-

gotiate profit as a separate element of
the price for ea.oh contract in which
there is no price competition and in all
cases where cost analysis is performed.
To establish a fair and rea.sonable 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
similar work.
(c) Costs or prices based on estimated

costs tor contracts under the Federal
award are allowable only to the extent
that colite 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 contracting must not be
used.

§ 200.324 Federal awardiDfr agency or
pan-through entity reVIew.

(a) The non-Federal entity must
make available, upon request of the
Federal awarding agency or pass-
through entity, technical specmca-

5200.324

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 inoorporated into a so-
lioitation dooument. However, if the
non-Federal ent1ty desires to have the
review accomplished after a solicita-
tion has been developed, the Federal
awarding agency or pass-through enti-
ty may still review the specifioations,
with such review usua.lly limited to the
technical aspects of the proposed pur-
ohase.

(b) The non-Federal entity must
make avallable upon request, for the
Federal awarding agenoy or pass-
through entity pre-procurement re-
view, proourement documents, such as
requests for proposals or invitations
for bids, or independent cost estimates,
when:
(l) 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 Slmplif1ed Acquisition
Threshold and is to be awarded without
competition or only one bid or offer is
rece1ved 1.n response to a sol1citation;
(3) The procurement, which Is ex-

pected to exceed the Simpl1f1edAcqui-
sition Threshold. specifies a "brand
name" product;
(4) The proposed contract is more

than the Simplified Acquisition
Threshold and is to be awarded to
other than the apparent low bidder
under a sealed bid procurement; or
(5) A proposed contract modification

changes the scope of a contract or in-
creases the contract amount by more
thlloIl 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 that its procurement system be
reviewed by the Federal awarding
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agency or pass-through entity to deter-
m1ne whether Its system meets these
standarde 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-cert1f1cation must not limit the
Federal awarding agency's right to sur-
vey the system. Under a self-certifi·
cation procedure, the Federal awarding
agency !ll!!.yrely on written assuranoee
from the non-Federal entity that it is
complying with these standards. The
non-Feders; entity must cite specifiC
policies, procedures, regulations, or
standards as being in compliance with
these requirements and have Its system
available for review. .

§200.325 Bonding requirements.
For construction or facility improve-

ment contracts or subcontracts exceed-
ing the Simplified Acquisition Thresh-
old. the Federal awarding agency or
pass-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 minimum
requirements must be as follows:
(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 a.ssurance that the bidder will.
upon acceptance of the bid. execute
such contractual documents a.5 may be
required within the time spec1fled.
(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.
(0) A payment bond on the part of the

contractor for 100 percent of the con-
tract price. A "payment bond" is one
executed in connection with a contract
to assure payment as required by law

2 CfR Ch. n (1-1-15 EdHlon)

of all persons supplying labor and ma-
terial in the execution of the work pro-
vided lor 1n the contract.

§200.326 Contract providolUi.
The non-Federal entity's contracts

must contain the applicable provisions
described in Appendix II to Part 200-
Contract Provisions for non-Federal
Entity Contracts Under Federal
Awards.

PERFORMANCE AND FINANCIAL
MOJ',TI'ORINGAlo."D REPORTING

§200.327 Financial reporting.
Unless otherwise approved by OMB,

the Federal awarding agency may so-
licit only the standard, OMB-approved
governmentwide data elements for col-
lection of financial information (at
time of publication the Federal Finan-
cial Report or such future collections
as 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 award, but no
less frequently than annually nor more
frequently than quarterly except in un-
usual circumstances, for example
where more frequent reporting is nec-
essary for 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 MoDiioriDf IUldreporting pro-
gram performance.

(a) MonItoring bll the non-Federal enti-
ty. The non-Federal entity is respon-
sible for oversight of the operations of
the Federal award supported activities.
The non-Federal entity must monitor
its activities under Federal awards 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 §200.331Requirements for
pass-through entities.

(b) N01I-construction performance re-
pOTU. The FederaJ" awarding agency
must use standard, OMB-approveddata
elements for collection of performance
information (including 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 pass-through entity to best
inform improvements in program out-
comes and produotivity. Intervals must
be no less frequent than annually nor
more frequent than quarterly except in
unusual circumstances, for example
where more frequent reporting is nec-
essary for the effective monitoring of
the Federal award or could signifi-
cantly a.ffect program outcomes. An-
nual reports must be due 90 calendar
days after the reporting period; quar-
terly or semiannual reports must be
due 30 calendar days after the report-
ing period. Alternatively, the Federal
a.warding agenoy or pass-through enti-
ty may require annual reports before
the anniversary dates of multiple year
Federal awards. The final performance
report w11l be due 90 calendar days
after the period of performance end
date. If a just1f1edrequest is submitted
by a non-Federal entity, the Federal
agency may extend the due date Cor
any performance report.

(2) The non-Federal entity must sub-
mit performance reports using OMB-
approved governmentwlde standard in-
formation oollections when providing
performance information. As appro-
priate in accordance with above men-
tioned information collections, these
reports will contain, for each Federal
award, brief information on the fol-
lowing unless other collections are ap-
proved by OMB:

(1) 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 aocomplishment)
may be required if that information
will be useful. Where performance
trend data and analysis would be in-
formative to the Federal awarding
agency program, the Federal awarding
agency should include this as a per-
formanoe reporting requirement.

(ii) The reasons why established
goals were not met, if appropriate.

§2oo.329

(i11)Additional pertinent information
including, when appropriate, analysis
and explanation of cost overruns or
high unit costs.

(c) C0718tTUction per[cmnance reports.
For the most part, onsite technical in-
spections and certified percentage of
completion data are relied on heavily
by Federal awarding agencies and pass-
through entities to monitor progress
under Federal awards and subawards
for construction. Tbe Federal awarding
agency may require additional per-
formance reports only when considered
necessary .

(d) Significant developments. Events
may occur between the scheduled per-
formance reportdng dates that have sig-
nificant impact upon the Bupported ac-
tivity. In such cases, the non-Federal
entIty must inform the Federal a.ward-
ing agency or pass-through entity as
soon as the following types of condi-
tions become known:

(1) Problems, delays, or adverse con-
ditione which will materially impair
the ability to meet the objective of the
Federal award. This disclosure must in-
clude a statement of the action taken,
or contemplated, and any assistance
needed to resolve the situation.

(2) Fa.vorable developments which en-
able meeting time schedules and objec-
tives sooner or at less cost than antici-
pated or producing more or different
beneficial results than originally
planned.

(e) The Federal award1n.gagency 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.

§200.829 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 Government re-
tains an interest, unless the Federal in-
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 awarding agency Dr 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 & five-yeu reporting pe-
riod; or a Federal awa.rd1ngagency or
pass-through ent1ty may require an-
nual reporting for the first three years
of a Federal award and thereafter re-
quire reportIng every five years).

SUBRECIPIENT MONlTORING AND
MANAGBMENT

§200.330 Subreclpient and contractor
determinatioDS.

The non-Federal entity may concur-
rently receive Federal awudll as a re-
crpient, & subreoipient, and a con-
tractor, depending on the substance of
its agreements with Federal awarding
agencies and pass-through entities.
Therefore, a pass-through entity must
make caee-by-case determinations
whether each agreement it makes for
the disbursement of Federal program
fUnds caste the party receiving the
funds in the role of a subreclpient or a
contractor. The Federal awarding
agency may supply and requ1re recipi-
ents to comply with additional guid-
ance to support these determinations
provided such guidance does not con-
flict with this section.

(a) Subre.ciptentl. A subaward is for
the purpose of carrying out a portion of
& Federal award and creates a Federal
assistance relationship wIth the sub-
recip1ent. See 5200.92 Subaward. Char-
acteristics which support the classt-
fication of the non-Federal entity as a
subrecip1ent include when the non-Fed-
eral entity:

(1) Determines who is eligible to re-
ceive what Federal assistance;

(2) Has Its performance measured in
relation to whether objectives of a Fed-
eral program were met;

(3) Ha.s responsib1l1ty for pro-
grammatiC decision making;

(4) Is responsible for adherence to ap-
plicable Federal program requirements
spec1ftedin the Federal award; and

(5)In accordance with Its agreement,
uses the Federal. funds to carry out a
program for a public purpose specified
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's own use

2 CFRCh. II (1-1-15 Edition)

and creates a procurement relatiOnship
with the contractor. See 1200.22 Con-
tract, Characteristics indicative of a
procurement relatiOnship between the
non-Federal entity and a contractor
are when the non-Federal entity re-
ceiving the Federal funds:

(1) Provides the goods and services
wIthin normal business operations;

(2)Provides similar goods or services
to many different purcha8ers;

(3) Norma.lly operates in a competi-
tive environment;

(4) Provides goods or services that
are ancille"l'y to the operation of the
Federal program; and

(5) Is not subject to compliance re-
quirements of the Federal program as a
result of the a.greement, though similar
requ1rements may apply for otber rea-
sons.
(c) Use of judgment in making deter-

mination. In determining whether an
agreement between a pass-through en-
tity and another non-Federal entity
casts the latter as a subrecipient or a
contractor, the substance of the rela-
tionship is more important than the
form of the agreemen t. All of the char-
acteristics listed above may not be
present in a.ll cases, and the paas-
through entity must use judgment in
classifying each agreement as a
subaward or II. procurement contract.

1200.831 Requirementll for pasll-
through entitles.

All pa811-tbroughentities must:
(a) Ensure that every subaward Is

clearly identified to the subreclpient as
a subaward and includes the following
information at the time of the
subaward and if any of these data ele-
ments change, Include the changes in
subeequent subaward modification.
When some of this information is not
avs.11able, the pass-through entity
must provide the best information
ava.1lableto describe the Federal award
and subaward. Required information
includes:

(1)Federal Award Identification.
(i) Subrecipient name (which must

match the name associated with Its
unique entity identifier);

(11) Subrecipient'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 Performance

Start and End Date;
(vi) Amount of Federal Funds Obli-

gated by this action;
(vii) Total Amount of Federal Funds

Obligated to the subrecipient;
(viii) Total Amount of the Federal

Award;
(ix) Federal award project descrip-

tion, as required to be responsive to
the Federal Funding Accountab1l1ty
and Tra.nl!parencyAct (FFATA);
(x) Name of Federai awarding agency,

pass-through entity, and contact infor-
mation for awarding official,
(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
(ill1) Indirect cost rate for the Fed-

eral award (including if the de minimis
rate Is charged per §200.414 Indirect
(F&A)coste).
(2) All requirements imposed by the

pass-through entity on the sub-
recipient so that the Federal award is
used in accordance with Federal stat-
utes, regulatiOns and the terms and
conditions of the Federal award.
(8) Any additional requirements that

the pass-through entity imposes on the
subreciplent in order for the p&.8S-
through entity to meet its own respon-
sibility to the Federal awarding agency
including identification of any required
Dnancial and performance reports;
(4) An approved federally recognized

indirect cost rate negotiated between
the subreciptent and the Federal Gov-
ernment or, if no such rate exists, ei-
ther a rate negotiated between the
pass-through entity and the BUb-
recipient (in compliance with this
part), or a de minimis indirect cost
rate as defined in 1200.414 Indirect
(F&A) costs, paragraph en of this part.
(5) A requirement that the sub-

recipient permit the pass-through enti-
ty and auditors to have access to the
subrecipient's records and financial
statements as necessary for the pass-
through entity to meet the require-
ments of this part; and

§200.S31

(6) Appropriats terms and conditions
concerning closeout of the subaward.
(b) Eva.luate each sunrectptent's risk

of noncompliance with Federal stat-
utes, regulations, and the terms and
conditions of the subaward for purposes
of determining the appropriate sub-
recipient monitoring described in para-
gTaphe (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 B1mUarsubaward
has been audited as a major program;
(8) Whether the subrecipient has new

personnel or new or substantia.lly
changed systems; and
(4) The extent and results of Federal

awarding agency monitoring (e.g.. if
the subrecipient also receives Federal
awards directly trom a Federal award-
ing agency).
(c) Consider imposing specific

subaward conditions upon a. sub-
recipient if appropriate as described in
§2oo.207 Specific conditions.
(d) Monitor the activities of the sub-

recipient 8S necessary to ensure that
the subaward is used Cor authorized
purposes, 1n compliance with Federal
statutes, regulations, and the terms
and conditions of the subaward; and
that subaward performance goals are
achieved. PB.BB-throughentity moni-
toring of the subrecipient must in-
clude:
(1) Reviewing financial and perform-

ance reports required by the pass-
through entity.
(2) Following-up and ensuring that

the subreciplent takes timely and ap-
propriate action on all deficiencies per-
taining to the Federal award provided
to the subrecipient .£rom the pass-
through entity detected through au-
dits. on-site reviews, and other means.
(3)Issuing a management decision for

audit findings perta1ning to the Fed-
eral a.ward provided to the subrecipient
from the pass-through entity as re-
quired by §200,621Management deci-
sion.
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(e) Depending upon the pass-through
entity's assessment of risk posed by
the subrecipient (as described in para-
graph (b) of this section), the following
monitoring tools may be useful for the
pass-through entity to ensure proper
B.CCountab1lity and compl1ance with
program requirements and achieve-
ment of performance goaJs:
(1) Providing subreclpients with

training and technical asststanoe on
program-related matters; and
(2) Performing on-site reviews of the

subreclplent's program operations;
(3) Arranging for &greed-upon-proce-

dures engagements as described in
1200.425 Audit services.
(f) Verify that every subrecipient is

audited as required by Subpart. F-
Audit ReCluirements of this part. when
it is expeoted that the subrecipient'B
Federal awards expended during the re-
speotive f1scaJyear equaled or exceeded
the threshold set forth in 1200.501 Audit
requirements.
(g) Consider whether the results of

the subreotprent's audits, on-site re-
views, or other monitoring indicate
conditions that necessitate adjust-
ments to the pass-through entity's own
records.
(h) Consider taking enforcement B.C-

tton against nonoompliant subrectpl-
ents as desoribed in §200.3S8 Remedies
for noncompliance of this part and in
program regulations.
[78 FR 78608.Dec. 26. 2018,as amended at 79
FR 75885,Dec. 19, 2014]

§200.332 Fixed amount subawardtl.
With prior written approval from the

Federal awarding agency, 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
§200.201 Use of grant agreements (in-
cluding fixed amount awards), coopera-
tive agreements, and contracts.

RECORD RETENTION AND ACCESS

§ 2OO.3SS Retention requireDUlDta for
records.

Financial records. supporting docu-
ments, statistioal records, and all
other non-Federal entity records perti-
nent to a Federal award must be re-

2 CFRen, II (1-1-15 EdIHon)

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 fiDancial re-
port, respeotively, as reported to the
Federal awarding agency or pass-
through entity in the case of a sub-
reoipient. Federal awarding agenoies
and pass-through entities must not im-
pose any other record retention re-
quirements upon non-Federal entities.
The only exceptions are the following:
(a) If any litigation. claim, or audit

is started before the expiration of the
3-year period. the records must be re-
tained until all litigation, claims, or
audit findings involving the records
have been resolved and final action
taken.
(b) When the non-Federal entity is

notified in writing by the Federal
awarding agency, cognizant agency for
audit, oversight agency for audit, cog-
nizant agency for indireot costs, or
pass-through entity to extend the re-
tention period.
(c) Records for real property and

equipment acquired with Federal funds
must be retained for 3 years after final
disposition.
(d)When records are tra.ns!erred to or

maintained by the Federal awarding
agency or pass-through entity, the S-
year retention requirement is not ap-
plicable to the non-FederaJ 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
such a requirement, the retention pe-
riod for the records pertaining to the
earning of the program income starts
from the end of the non-FederaJ enti-
ty'S fiscal year in which the program
income is earned.
(f) Indirect cost rate proposals and

cost allocations plans. This pa.ragraph
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 oomputations of
the rate at which a particular group of
costs is chargeable (such as computer
usage chargeback rates or composite
fringe benefit rates).
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(1) If submitted fOT negotiation. If tbe
proposal, plan, or otber computation is
required to be submitted to the Federal
Government (or to tbe pass-through
entity) to form tbe basis for negotia-
tion of tbe rate, then the S-year reten-
tion period for its supporting records
starts from the date of such submts-
s1on.

(2) If not submitted fOT negotiation. If
tbe proposal, plan, or otber computa-
tion is not required to be submitted to
the Federal Government (or to the
pass-through entity) for negotiation
purposes, tben tbe a-year retention pe-
riod for tbe proposal, plan, or computa-
tion and its supporting records starts
from tbe end of tbe fiscal year (or
other accounting period) oovered by
the proposal, plan, or otber computa-
tton,

§200.334 Req1Ulllt8 for transfer of
records.

The Federal awarding agency must
request transfer of certain records to
its custody from tbe non-Federal enti-
ty when it determines that the records
possess long-term retention value.
However, in order to avoid dupl1cate
recordkeeping, tbe Federal awarding
agency may make arrangements for
the non-Federal entity to retain any
records tbat are continuously needed
for joint use.

t 200.386 Methods for collection. trans·
mi88iODand stonge of information.

In accordance witb the May 2013Ex-
ecutive Order on Making Open and Ma-
chine Readable tbe New Default for
Government Information, the Federal
awarding agency and tbe non-Federal
ent1ty 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 pass-through
entity must always provide or accept
paper versions of Federal award-related
information to and from tbe non-Fed-
eral entity upon request. If paper cop-
ies are eubmitted, the Federal award-
ing agency or pass-through entity must
not require more than an original and
two copies. When ortgtna! records are
electronic and cannot be altered, there
is no need to create and retain paper

§200.337

copies. When original records are
paper, electronic versions may be sub-
stituted through the use of dupl1cation
or otber forms of electronic media pro-
vided that they are subject to periodic
quality control reviews, provide rea-
sonable safeguards against alteration,
and remain readable.

t 200.336 Acce88 to record..
(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 tbe non-Fed-
eral entity which are pertinent to the
Federal award, in order to make au-
dits, examinations, 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
suoh 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 tbe true name or victims of a
crime is necessary, appropriate steps to
protect this sensitive information must
be taken by botb tbe non-Federal enti-
ty and the Federal awarding agency.
lilly such access, other than under a
court order or subpoena pursuant to a
bona. fide confidential investigation,
must be approved by the head 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 Iaat as long as the records are
retained. Federal awa.rding agencies
and pass-through entities must not im-
pose any other access requ1rements
upon non-Federal entities.

§200.887 Restrictions ODpublic access
to records.

No Federal awarding agency may
place restrictions on the non-Federal
entity that limit public access to the
records of the non-Federa.l entity perti-
nent to a Federal award, except for
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protected personally identifiable infor-
mation (PIT) or when the Federal
awarding agency can demonstrate that
such reoords will be kept confidential
and would have been exempted from
disclosure pursuant to the Freedom of
Information Act (5 U.S.C. 552)or con-
trolled unclassified information pursu-
ant to Exeoutive Order 13556 if the
records had belonged to the Federal
awarding agency. The Freedom of In-
formation Act (5 U.S.C. 652) (FOIA)
does not apply to those records that re-
main under a.non-Pederal entity's con-
trol except as required 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 aoceea to their
records. The non-Federal entity's
records provided to a Federal agency
generally will be subject to FOIA a.nd
applicable exemptions.
[7BFR 78008.Dec. 26, 2018. a.s amended at 79
FR 76886. Dec. 19, 2014]

REMEDIES FOR NONCOMPLIANCE

§200.338 Remedies for noncompliance,
If a.non-Federal entity f&.ilsto 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 1mpose
additional conditions. as described in
§200.207 Specific conditions. If the Fed-
eral awarding agency or pass-through
entity determines that noncompliance
cannot be remedied by Imposing addt-
tionaJ conditions. the Federal awarding
agenoy or pall&-through entity may
take one or more of the following ac-
tions. as approprtate In the ctr-
cumsta.nces:
(a.) Temporarily withhold cash pay-

mente pending oorrection of the defi-
ciency by the non-Federal entity or
more severe enforcement action by the
Federal 80wardlng agency or pass-
through entity.
(b) Disa.llow(that Is, deny both use of

funds and a.ny applfeable matching
credit for) 8011or part of the cost of the
8octlv1tyor action not in compl1ance.
(c) Wholly or partly suspend or ter-

minate the Feder80l8oward.
(d) Inltdate suspension or debarment

proceedings as authorized under 2 CFR
part 180 a.nd Federar awarding' agency

2 CFRCh. II (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.
({)Take other remedies that may be

legally ava.llable.

§200.339 Termination.
(a) The Federal award may be termi-

nated in whole or In part as folloW!!:
(1) By the Federal awarding agency

or pass-through entity, if a non-Fed-
eral entity ial1s to comply with the
terms and conditions of a Federal
award;
(2) By the Federal awarding agency

or pass-through entity for oause;
(3) By the Federal awarding agency

or pass-through entity with the con-
sent of the non-Federal entity, in
which ca.se 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 pass-through entity written noti-
fication setting forth the reasons for
suoh termination. the effective date.
and, in the oase 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 portion of the Federal
award or subaward will not accomplish
the purposes for which the FederaJ
award was made. the Federal awarding
agency or pass-through entity may ter-
minate the Federal award In its en-
tirety.
(b) When a Federal award is termi-

nated or partially terminated, both the
Federal awarding agency or pass-
through entity and the non-Federal en-
tity remain responsible for compl1ance
with the requirements in §§2OO.343
Closeout and 200.844 Post-closeout ad-
justments and continuing responsibil-
ities.

§200.340 Notification 01 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 failure 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

a.ward, the Federal awarding agency
must provide the information required
under FFATA to the Federal Web site
established to fulfill the requirements
of FFATA, and update or notify any
other relevant governmentwlde sys-
tems or entitles of any indications of
poor performance as required by 41
U.S.O. 417band 81 U.S.O. 3821and im-
plementing guidance at 2 OFR part 77
(forthcoming at time of publication).
See also the requirements for Suspen-
sion and Debarment at 2 OFR part 180.

[78 FR 78608,Dec. 26, 2013, a.s amended at 79
FR 7588S. Dec. 19. 2014]

§200.841 Opportunities to object, hear-
iDp ana appeals.

Upon taking any remedy for non-
compliance, the Federal awarding
agency must provide the non-Federal
entity an opportunity to object and
provide' information and documenta-
tion challenging the suspension or ter-
mination sctton, in a.coordance with
written processes and procedures pub-
lished by the Federal awarding agency.
The Federal awarding agency or pass-
through entity must comply with any
requirements for hearings, appeals or
cther administrative proceedings to
which the non-Federal entity is enti-
tled under any statute or regulation
applicable t.o the action involved.
[78 FR 78608,Dec. 26, lll13, as amended at 79
FR '158ll5, Dac. 19, 2014J

§200.342 Effects of 8uspelUlioDand ter·
mina*ioD,

Cost.s to the non-Federal entity re-
sulting 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 pass-through entity expressly au-
thorizes them in the notice of suspen-

§2OO.343

sion or termination 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 performance in which the ter-
mination takes effect.

OLOSEOUT

1200.843 ClolHlOut.
The Federal awarding agency or PlL8B'

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 swc1f1es the
actions the non-Federal entity and
Federal awarding agency or paIlS-
through entity must take to complete
th1s 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 financial, performanoe,
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 obligations incurred under
the Federal award not later than 90
calendar days after the end date of the
period of performance as spec1fIed 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
allowable reimbursable 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 Bee
§200.345Collection 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 pe.8S-
through entity must ma.ke a settle-
ment for any upward or downward ad-
justments to the Federal share of coste
after closeout reports are received.

(!) The non-Federal entity must ac-
count for any real and personal prop-
erty acquired with Federal funds or re-
ceived from the Federal Government in
accordance with §§200.310Insurance
coverage through 200.316Property trust
relationship and 200.329Reporting 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 '18608.Dec. 26. 2013. IlE amendedIlt 79
FR 70886,Dec. 19, 2(14)

POST-CLOSEOUT ADJUSTMENTS AND
CONTINUING RESPONsmILITIES

§200.344 Poet-cloeeout acli1l8tments
and continuing respoD8i.bi1ities.

(a) The closeout 01 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 reoover funds on the
basis of a later audit or other review.
The Federal a.wa.rdingagency or pass-
through entity must ma.ke any cost
disallowance determina.tion and notify
the non-Federal entity within the
record retention period.
(2) The obligation of the non-Federal

entity to return any funds due as a re-
sult of later refunds, correotions, or
other transactions inoluding final indi-
rect cost rate adjustments.
(3) Audit requirements in Subpa.rt

F-Audit Requirements of this part.
(4) Property management and dis-

position requirements in Subpart D-
Post Federal Award Requirements of
this part, §§200.310Insurance Coverage
through 200.316Property trust relation-
ship.

2 CFR Ch.1I (1-1-15 Edition)

(5) Records retention as required in
Subpart D-Post Federal Awaro Re-
quirements of this part. §§200.S33Re-
tention requirements for records
through 200.38'7Restrictions on public
access to records.
(b) After closeout of the Federal

a.ward, a relationship created under the
Federal award may be modifl.ed or
ended in whole or in part with the con-
sent of the Federal awarding agency or
pa.B8-through entity and the non-Fed-
eral entity, provided the responsibil-
ities of the non-Federal entity referred
to in paragraph (a) of this section, in-
cluding those for property management
&8 applicable, are considered and provi-
sions made for continuing responsibil-
ities of the non-Federal entity, &8 ap-
propriate.
['78 FR 786OIl.Dec. 26. 2013, 8.S amended Ilt 79
FR 75885, Dec. Ul, 2(14)

COLLECTION OF AMOUNTS DUE

§200.346 Collection of amounts due.
(a) A:I1yfunds paid to the non-Federal

entity in excess of the amount to
which the non-Federal entity is finally
determined to be entitled under the
terms of the Federal award constitute
a debt to the Federal Government. If
not paid within 90 calendar days &.fter
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 due to the non-Federal enn-
ty;or
. (3) Other action permitted by Federal
statute.
(b) Except where otherwise provided

by statutes or regulations, the Federal
awarding agency will charge interest
on an overdue debt In accordance with
the Federal Cla.ims Collection Stand-
ards (31CFR parts 900through 999). The
da.te from which 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 200.400 Policy ,wde.
The applioation of these cost prin-

ciples is based on the fundamental
premises that:
(a) The non-Federal entity is respon-

sible for the effioient and effective ad-
ministration of the Federal award
through the application of sound man-
agement practices.
(b) The non-Federal entity aesumea

responsibility for administering Fed-
eral funds in a manner consistent with
underlying agreements. program objec-
tives, and the terms and conditions of
the Federal award.
(c) The non-Federal entity. in rec-

ognition of its own unique combination
of staff. facilities. and experience. has
the primary responsib1l1ty for employ-
ing whatever form of sound organiza-
tion and management techniques may
be necessary in order to assure proper
and efficient administration of the
Federal award.
(d) The application of these cost prin-

ciples should require no significant
changes in the internal accounting
policies and practices of the non-Fed-
eraJ entity. However. the accounting
practices of the non-Federal entity
must be consistent with these cost
principles and support the accumula-
tion of costs as reQuired by the prin-
ctples, and must provide for adequate
documentation to support costs
charged to the Federal award.
(e) In reviewing, negotiating and ap-

proving cost allocation plans or indi-
rect cost proposals. the cognizant agen-
cy for indirect costs should generally
aasura that the non-Federal entity Is
applying these cost aocounting prin-
ciples on a consistent basis during
their review and negotiation of indireot
cost proposals. Where wide variations
exist in the treatment of a given cost
Item by the non-Federal entity. the
reasonableness and equity of such
treatments should be fully considered.
See §200.56Indirect (fac111ties& admin-
istrative (F&A» costs.
(f) For non-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-dootoral staff) contributing to the
completion of Federal awards for re-
searoh must be recognized in the appli-
cation of these principles.
(g) The non-Federal entity may not

earn or keep any profit resulting from
Federal financial assistance, unless ex-
plicitly authorized by the terms and
conditions of the Federal award. See
also §200.307Program income.
[18 FR '18608.Dec. 26, 2013, as amendedat 79
FR 75885.Dec.19. 2014)

f 100.401 Application.
(a) General. These principles must be

used in determining the allowable costs
of work performed by the non-Federal
entity under Federal awards. These
principles also must be used by the
non-Federal entity as a guide in the
pricing of fixed-price contracts and
subcontracts where costa are used in
determining the appropriate price. The
prinoiples do not apply to:
(1) Arrangements under whioh Fed-

eral financing 1s in the form of Ioana,
scholarslUps, fellowslUps, traineeships,
or other fi~ed amounts based on such
items as education allowance or pub-
lished tuition rates and fees.
(2) For IREs, capitation awards,

which are awards based on case counts
or number of beneficiaries aocording to
the terms and condit1ons of the Federal
award.
(3) Fixed amount awards. Bee also

Subpart A-Acronyms and Definitions,
"200.45 Fixed amount awards and
200.201Use of grant agreements (includ-
ing fixed amount awards). cooperative
agreements, and contracts.
(4) FederaJ awards to hospitals (see

Appendix IX to Part 200-Hospital Cost
Principles).
(Ii) Other awards under which the

non-Federal entity Is not required to
account to the Federal Government for
actual oosts inourred.
(b) Federal Contract. Where a Federal

contract awarded to a non-Federal en-
tity is subject to the Cost Accounting
Standards (CAS), it incorporates the
applicable CAS clauses. Standards. and
CAS administration requirements per
the 48CFR Chapter 99 and 48CFR part
30 (FAR Part 30). CAS applies directly
to the CAS-oovered oontract and the
Cost Aocounting Standards at 48 en
parts 9904or 9901itakes precedence over
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the cost principles in this Subpart E-
Cost Principles of this part w1th re-
spect to the allocation of costs. When a
contract with a non-Federal 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 Fac11ities Capital,
and CAS 417-48 CFR 9904.417, Cost of
Money as an Element of the Cost of
Capital Assets Under COI18truction),
a.pply rather the allowability provi-
sions of 1200.449 Interest. In oomplying
w1th those requirements, the non-Fed-
eral entity'S application of cost ac-
counting practices for estima.ting, ac-
cumulating, and reporting costs for
other Federal awards and other cost
objectives under the CA8-covered con-
tract still must be consistent w1th Its
cost accounting practices for the CAS-
covered contracts. In all cases, only
one set of accounting records needs to
be maintained for the alloca.tlon of
coste by the non-Federal entity;
(c) Exemptions. Some nonprortt, orga-

nizations, because of their size and na-
ture of operattons, can be oonsidered to
be similar to for-profit entities for pur-
pose of appl1cab1l1ty of cost prinolples.
Such nonprofit organizations must op-
erate under Federal cost principles ap-
plicable to for-profit entities located at
48 CFR 31.2.A listing of these organiza-
tions is oontained in Appendix VIn to
Part 200-Nonproflt Organizations Ex-
empted From Subpart E--Cost Prin-
ciples of this part. Other organizations,
as approved by the cognizant agency
for indirect costs. may be added from
time to time.

BASIC CONSIDERATIONS

§200.402 Composition of costs.
Total cost. The total cost of a Federal

award is the sum of the allowable di-
rect and a.llocable indirect costs less
any applicable credits.

1200.403 Factoi'll affecting allowability
of costs.

Except where otherwise authorized
by statute, costs must meet the fol-
lowing general criteria In order to be
a.llowableunder Federal awards:

2 CFRCh. 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 lim1ta.tlons 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 tha.t apply uniformly to
both federa.lly-flnanced and other ac-
tivities of the non-Federal entity.
(d) Be accorded cons1stent treatment.

A cost may not be a.seigned to a Fed-
eral awe.rd as a direct cost if any other
cost incurred for the same purpose in
l1ke circumstances has been allocated
to the Federal award as an indirect
cost.
(e) Be determined in accordance with

generally a.ooepted accounting prin-
ciples (GAAP), except, for state and
local governments and Indian tribes
only, as otherwise provided for in this
part.

(f) Not be included as a cost or used
to meet cost sharing or matching re-
quirements of any other federally-fi-
nanced program in either the current
or a prior period. See also 1200.306 Cost
Bhar1ngor ma.tching paragraph (b).
(g) Be a.dequa.tely documented. See

also §§200.300 Statutory and national
policy requiremente through 200.309 Pe-
riod of performance of this part.

t JOO.4M 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 incur the cost. The question of
reasona.bleness is particularly Impor-
tant when the non-Federal entity is
predominantly federally-funded. In de-
termining reasonableness of a given
cost, consideration must be given to':
(a) Whether the cost Is of a type gen-

erally recognized as ordinary and nec-
essary for the opsra.tlon 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: sound busi-
ness practicss; arm's-length bar-
ga.ining; Federal, sta.te, local, tribal.
and other laws and regulations; and
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terms and conditions of the Federal
award.

(c) Market prices for comparable
goods or services for the geographic
area.

(d) Whether the individuals con-
cerned acted with prudence In the cir-
cumstances considering their respon-
slbU1tles to 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
significantly deviates from Its estab-
l1shed practices and ponctes regarding
the incurrence of costs, which may
unjustifiably increase the Federal
award's cost.
[78 FR 78608, Dec. 26. 2013. lL6 amended at 79
FR 75885, Dec. 19, 2(14)

t 200.4CNIAllocable COfIU.

(a) A cost Is allocable to a particular
Federal award or other cost objective if
the goods or services involved are
chargeable or a.sslgnable 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 speciticalIy 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'1!indirect (F&A)
cost, including unallowable activities
and donated services by the non-Fed-
eral entity or third parties, w1l1receive
an appropriate allocation of indirect
costs.

(c) Any cost allocable to a particular
Federal award under the principles pro-
vided for in this part may not be
charged to other Federal awards to
overcome fund deficiencies, to avoid re-
strictions Imposed by Federal statutes,
regulations, or terms and conditions of
the Federal awards, or for other rea-
sons. However, this prohibition would
not preclude the non-Federal entity
from shifting costs tha.t are a.llowable

5200.406
under two or more Federal awards in
accordance with existing Federal stat-
utes, regulations, or the terms and con-
ditions of the Federal awards.

(d) Direct cost allocation principles.
If a cost benefits two or more projects
or activities in proportions that can be
determined without undue effort or
cost, the cost must be a.llocated to the
projects based on the proportional ben-
efit. If a cost benefits two or more
projects or activities in proportions
that cannot be determined because of
the interrelatlonsh1p or the work in-
volved, then, notwithsta.nding para-
graph (c) of this section, the costs may
be alloca.ted or transferred to bene-
fitted projects on any reasonable docu-
mented basis. Where the purchase of
equipment or other capital asset 18spe-
cifically authorized under a Federal
award, the costs are 8.llsignable to the
Federal award regardleBB of the use
that may be made of the equipment or
otber capital asset involved wben no
longer needed for the purpose for which
it was originally required. See also
§§200.310Insurance coverage through
200.316 Property trust relationship and
200.489 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.ccorda.ncewith CAS takes precedence
over the allocation provisions in this
part.
[78 FR 78608, Dec. 26, 2013, lU! amended a.t 79
FR 76885, Dec. 19, 2014J

§200.400 Applicable credits.
(a) Applicable credits refer to those

receipts or reduction-of-expenditure-
type transactions that offset or reduce
expense items allocable to the Federal
award 8.lldirect 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 award either as a 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 activities or service oper-
ations of the non-Federal entity should
be treated as applicable credits. Spe-
cifically, the concept of netting such
credit items (including any amounts
used to meet oost sharing or matching
requtrements) must be recognized in
determining the rates or amounts to be
charged to the Federal award. (See
§§200.436Depreciation and 200.468Spe-
cialized service fac111ties, for areas of
potential application in the matter of
FederaJ financing of activitIes.)
(78 FR 78608,Dec. 26, 2013. as amended at 79
FR 75885. Dec. 19. lm14)

§200.407 Prior written approval (prior
approval).

Under any given Federal award, the
reasonableneee and allocab1l1ty of cer-
tain items of costs may be difficult to
determine. In order to avoId subse-
quent disallowance or dispute based on
unreasonableness or nonallocability.
the non-Federal 6Iltity may seek the
prior written approval of the cognizant
agency for Indirect costs or the Federal
awa.rding agenoy in advance of the in-
currence of special or unusual costs.
Prior written approval should include
the timeframe or scope of the agree-
ment. Tbe absence of prior written ap-
proval on any element of cost will not,
in Itself, affect the relI.SOnablenessor
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) §200.201Use of grant agreements

(Including' fixed amount awards). coop-
erative agreements. and contracts.
paragraph (b)(5);
(b) 1200.306Cost sharing or matching;
(c) §200.80'1Program income;
(d) 1200.306Revision of budget and

program plans;
(e) §200.311Real property;
(f) §200.313EquIpment;
(g) 1200.332Fixed amount subawardB;
(h) §200.413Direct costs. paragraph

(c);
(I) 1200.430 Compensation-personal

services. pa.ragraph (h);
(j) §200.431Compensation-fringe ben-

efits;
(k) §200.4S8Entertainment costs;

2 CFRCh. U (1-1-15 EdItIon)

(1)1200.439EquIpment and other cap-
ital expenditures;
(m) t2OO.440Exchange rates;
(n) 1200.441Fines. penalties, damages

and other settlements;
(0) §200.442Fund ra.1sing and invest-

ment management costs;
(P) §200.446Goods or services for per-

sonal use;
(q) 1200.447 lnsurance and indem-

nification;
(r) §200.454Memberships, subscrip-

tions. and professional activity costs.
paragraph (c);
(s) 1200.455Organization costs;
(t) 1200.456Participant support costs;
(u) 1200.456Pre-award costs;
(v) 1200.462Rearrangement and re-

conversion costs;
(w) §200.467Selling and marketing

costs;
(x) §200.470Taxes (including Value

Added Tax); and
(y) §200.474Travel costs.

[78 FR 786011. Dec. 26. 2013. as amended a.t 79
FR 75885,Dec. 19. 2014)

§200.408 LiDrltation on allowance of
COBia.

The Federal award may be subject to
statutory requIrements that limit the
allowab111ty of costs. When the max-
imum amount allowable under a lbni-
tatIon 1s less than the total amount de-
termined in accordance with the prin-
ciples in this part, the amount not re-
coverable under the Federal award may
not be chargsd to the Federal award.

1200.409 Special conlideratioDB.
In addition to the basic consider-

attons regarding the allowII.b1l1ty of
costs highlighted in this subtitle. other
subtitles in thiB part describe special
considerations and requirements appli-
cable to states. local governments, In-
dian tribes. and IHEs. In addition, cer-
tain provisions among the items of cost
in thIs subpart, are only a.pplicable to
certain types of non-Federal entities,
as specified in the following sections:
(a) Direct and Indirect (F&A) Costs

(§§200.412 Cla.ssification of costa
through 200.415Required certifications)
of this subpart;
(b) Special Considerationll for Statell.

Local Governments and Indian Tribes
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(§§200.416Cost allocation plans and in-
direct cost proposals and 200.417Inter-
a.gencyservtce) of this subpart; and

(c) Special Considerations for Insti-
tutions of Higher Education (§§200.41S
Costl! incurred by states and local gov-
ernments and 200.419Cost accounting
standards and disclosure statement) of
this subpart.

t 200.410 Collection of unallowable
coda-

Payments made for costs determined
to be unallowable by either the Federal
awarding agency, cognizant agency for
indirect coste, or pass-through entity,
either as direct or indirect costa, must
be refunded (including interest) to the
Federal Government in accordanoe
with instructions from the Federa.l
agency that determined the costs are
unallowable unless Federal statute or
regulation directs otherwise. See also
Subpart D-Post Federal Award Re-
qutrements of this part, §§200.300Stat-
utory and national policy requirements
through 200.309Period of performance.

1200.411 Ad,Iulltment of previously ne·
gotiated inclirect W&:A) cost rates
containing unallowable costs.

(a) Negotiated indirect (F&A) cost
rates based on a proposal later found to
have included costs that:

(1) Are unallowable as specified by
Federal statutes, regulations or the
terms and conditions of a Federal
a.ward;or

(2) Are unallowable because they are
not allocable to the Federa.l a.ward(s),
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 establ1sh the
rates and do not oonstitute a reopening
of the rate negotiation. The adjust-
ments or refunds w1l1be made regard-
less of the type of rate negotiated (pre-
determined, f1na.1. fixed, or provi-
sional).

(b) For rates covering a future fiscal
year of the non-Federal entity, the un-
a.llowable costs will be removed from
the indirect (F&A) cost pools and tbe
rates appropriately adjusted.

(c) For rates oovering 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 ohargeable in accordance with
applicable regulattons) will be made to
the Federal Government. If oash re-
funds are made for past periods covered
by provisional or fixed rates, appro-
prtate adjustments will be made wben
the rates are finalized to a.void dupli-
cate reoovery of the W1&l1owablecosts
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
disoretion 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'lS
rate will be assumed to be the same as
the amount or proportion of unallow-
able costs included in the base year
proposal used to establisb the rate.

DlRECT AND INDIRECT (F&A)COSTS

§ 200.412 Cla.&.mcatiODof cosU.
There Is no universal rule for

classifying certain costs as either di-
rect or indireot (F&A) under every ac-
counting system. A cost may be direot
with respect to some specific servioe or
funotion, but indirect with respect to
the Federal award or other final cost
objective. Therefore, it is easentaal
that each item of cost incurred for the
same purpose be treated conststenuv
in like oircumstances either as a direct
or an indirect (F&A) cost in order to
a.void 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.

§200.418 Direct costs.
(a) General. Direct oosts are those

costs that can be identified speoifica1ly
with a particular f'inal cost objective,
such as a Federal award, or other inter-
nally or externally funded acti vity, or
that can be directly assigned to such
aotivities 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
1200.405Allocable 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 compensation of
employees who work on that award,
their related fringe benefit costs, the
costs of materials and other items of
expense incurred for the Federal award.
I! directly related to a speCific award.
certain costs that otherwise would be
treated as indirect costs may also in-
clude extraordinary utility consump-
tion, the cost of materials supplied
from stock or services rendered by spe-
cialized facilities or other institutional
service operations.

(c) The salaries of administrative and
clerical staff should normally be trea.t-
ed as indirect (F&A) costs. Direct
charging of these costs may be appro-
priate only if all of the following condi-
tions are met:

(1) Administrative or clerical serv-
ices are integral to a project or a.ctiv-
ity;

(2) Individuals involved can be spe-
cifically identified with the project or
activity;

(3) Such costs are explicitly included
In the budget or have the prior written
approval of the Federal awarding agen-
cy;and

(4) The costs are not also recovered
as indirect costs.

(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 charges to Federal awards,
they nonetheless must be treated as di-
rect costs for purposes of determ1ning
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) Occupyspace, and
(3) Benefit from the non-Federal enti-

ty'S indirect (F&A) costs.
(f) For nonprofi t organizations, the

costs of activities performed by the
non-Federal entity primarily as a serv-
ice to members, cIlents, or the general
public when s1gn1f1cant and necesearv
to the non-Federal entity's mission
must be treated as direct costs whether
or not allowable, and be allocated an
equitable share of indirect (F&A) costs.
Some examples of these types of activi-
ties include:

(1) Ma.1ntenanceof membership rolls,
subecriptions, pubhcatdons, and related
functions. See also §200.454Member-
shIps, subecrtpttons, and professional
acti vity costs,

(2) Providing services and informa-
tion to members, legisla.tive or a.dmin-
istrative bodies, or the public, See also
§§200.454Memberships, subscriptions,
and professional activity costs and
200.450 Lobbying.

(3) Promotion, lobbying, a.nd other
forms of public relations. See also
§§200.421Advertising and public rela.-
tions and 200,450Lobbying.

(4) Conferences except those held to
conduct the general administration of
the non-Federal entity. See also
§200.432Conferences.

(5) Maintenance, protection, and in-
vestment of special funds not used in
operation of the non-Federal entity.
See also 5200.442 Fund ra.1sing and in-
vestment management costs.

(6) Administration of group benefits
on behalf of members or olients, in-
cluding life and hospital tnsurance. an-
nuity or retirement plans, and finan-
cial a.1d. See also 1200.431 Compensa-
tion-fringe benefits.
[78 FR '18608.Dec, 26, 2013. as amended at 79
FR 75886, Dec. 19, 2014]

§200.414 Indirect (F&A)COlIts.

(a) Facilities and Administration Classi-
fication. For major IHEs and major
nonprofit organizations. indireot (F&A)
costs must be cla.ssified within two
broad categories: "Facilities" and
"AdmiDistration," "Facilities" is de-
fined as dsprectatdon on bulld1ngB,
equipment and capital improvement,
interest on debt associated With cer-
tain buildings, equipment and capital
improvements, and operations and
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malntenance expenses. "Administra-
tion" is defined as general administra-
tion and genera.l expenses such a.s the
director's office, accounting, personnel
and all other types of expenditures not
listed speclfically under one of the sub-
categories of "Fac1l1ties" (including
cross allocations from other pools,
where applicable). For nonprofit orga.-
nizations, library expenses are included
in the "Adm1n1stration" category; for
institutions of higher education, they
are included in the "Fac1l1tles" cat-
egory. Major DIEs are defined as those
required to use the Standard Format
for Submission as noted in Appendix III
to Part 200-Indirect (F&A)Costs Iden-
t1flcatlon and Asslgnment, and Rate
Determination for Institutions of High-
er Education (llIEs) paragraph 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 aa 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
determinlng factor in distinguishlng
direct from indirect (F&A) coste of
Federal awards. However, typical ex-
amples of indirect (F&A)cost for many
nonprofit organizations may include
depreclatlon on buildings and equip-
ment, the coste of operating and main-
ta.1n1ngfac1l1tles, and general adm1n1s-
tration and general expenses, such a.s
the salaries and expenses of executive
officers, personnel administration, and
accounting.

(c) Federal Agency Acceptance of Nego-
tiated Indirect COlt Rates. (See also
§200.806Cost sha.ring or matching.)

(1) The negotiated rates must be ac-
cepted by all Federal awarding agen-
cies. 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
ba.sed on documented justlf1cation as
described in paragraph (c)(3) of this
section.

§200,414

(2)The Federal awarding agency head
or delegate must notify OMBof any ap-
proved deviations.

(3) The Federal awarding agency
must implement. a.nd make publicly
available, the policies, procedures and
general decision making criteria that
their programs will follow to seek a.nd
justify deviations from neg-otiated
rates.

(4) As required under §200.203Notices
of funding opportunities, the Federal
awarding agency must include in the
notice of funding opportunity the poli-
cies relating to indirect cost rate reim-
bursement, matching, or cost share as
approved under paragraph (e)(I) of this
section. As appropriate. the Federal
agency should incorporate discussion
of these policies into Federal awarding
agency outreach activities with non-
Federal entities prior to the posting of
a notice of funding opportunity.

(d) Pa.ss-through entities are subject
to the requirements in §200.331Re-
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 ID-
Yll a.ndAppendix IX as follows:

(I) Appendix ill to Part 200-Indirect
(F&A) Costs Identification and Assign-
ment. a.nd Rate Determination for In-
stitutions of Higher Education (IHEs);

(2)Appendix IV to Part 2OD-Indirect
(F&A) Costs Identification and Assign-
ment. a.ndRate Determination for Non-
protlt Organizations;

(8) Appendix V to Part 200-Statel
Local G<>vernmentwideCentral Service
Cost Allocation Plans;

(4) Appendix VI to Part 200-Public
Assistance Cost Allocation Plans;

(5) AppenliU vn 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 paragraph (e)
of this section. any non-Federal entity
that has never received a negotiated
indirect cost rate, except for those non-
Federal entitles described in Appendix
vn 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 ch8.1'gea de minimis rate of 10% of
modified total direct costs (MTDC)
which may be used indefinitely.As de-
scribed in §200.403Factors affecting al-
lowab1l1tyof costs, OOBtsmust be con-
Bistently charsed as either inClirect or
direct costs, but may not be double
charged or inconSistently charged as
both. If chosen, this methodology once
elected must, be used consilltently 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 a.t any time.

(g) Any non-Federal entity that 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 cogn1za.nt agency
for indirect costs. If an extension is
granted the non-Federal entity may
not reuuest a rate review until the ex-
tension period ends. At the end of the
4-ye8.1'extension, the non-Federal enti-
ty must re-apply to negotiate a rate.
Subsequent one-time extensions (up to
four years) are permitted if a renegoti-
ation is completed between each exten-
sion request.
[78 FR 78608.Dec.26. 2013. &8 a.mended at 79
FR 76886,Dec.19. 2(14)

G200••16 Required certifieatione.
Required certifications inolude:
(a) To assure that expenditures 8.1'e

proper and in accordance with the
terms and conditions of the Federal
awa.rd 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 certify to the best
of my knowledge and belief that the reo
port is true, complete, and accurate,
and the ezpendtturee, disburaements
and cash reoeipts are for the purposes
and objectdves set forth in the terms
and conditionB 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, civ!l or administrative
penalties for fraud, false statements.
false claims or otherwise. (U.S. Code

2 CFR Ch. H (1-1-15 Edition)

Title 18, Section 1001and Title 31. Sec-
tions 372lH1730and 3801-3812)."

(b) Certification of cost allocation
plan or indirect (F&A) cost rate pro-
posal. Each cost allocation plan or in-
direct (F&A) cost rate proposal must
comply with the following:

(1)A proposal to establish a cost allo-
cation plan or an indireot (F&A) COBt
rate, whether submitted to a Federa.l
cognizant a.gency for indirect costs or
maintained on file by the DOD-Federal
entity,. must be certified by the non-
Federal entity using the Certificate of
Cost Allocation Plan or Certifioate of
Indirect Costs as set forth in Appen-
dices m through vn, and Appendix IX.
The certificate must be signed on be-
half of the non-Federal entity by an in-
dividual at 8. level DOlower than vice
president or chief fiDancial officer of
the non-Federal entity that submits
the proposal.

(2) Unless the non-Federal entity has
elected the option under §200.414Indi-
rect (F&A) costs, p8.1'agraph (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 faHs 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
historical data or such other data that
have been furnished to the cognizant
agency for indirect costs and for which
it can be demonstrated that all unal-
lowable costs have been exoluded.
When a cost allocation plan or indirect
cost rate is unilaterally established by
the Federa.l Government because the
non-Federal entity failed to submit a.
certified proposal, the plan or rate es-
tablished w11lbe set to ensure that po-
tentially unallowa.ble costs will not be
reimbursed.

(c) Certifications by non-profit orga-
nizations as appropriate that they did
not meet the defln1tion of a major Don-
profit organization as defined in
§200.414Indirect (F&A) costs, para-
graph (a).

(d) See also §200.450Lobbying for an-
other required certifica.tion.
[78 FR 78608.Dec.26. 2013. as amended at 79
FR 76886.Dec.19.2014)
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SPECIAL CONSIDERATIONS FOR STATES,
LocAL GOVERN!4ENTS AND INDIAN
TRIBES

1200.416 eo.t allocation plans and iD·
direct coat proposals.

(a) For states, local governments and
Indian tribes, certa.in services, such aB
motor pools, oomputer centers, pur-
cha.slng, a.ooounting, etc., are provided
to operat1ng agencies on a centralized
bAsis. Since Federal awards are per-
formed within the individual operating
agencies, there needs to be a process
whereby these central servtce ooste can
be Identified and assigned to benefitted
activities on &. reasonable and con-
sistent basts. The central service cost
allocat10n plan provides that process.

(b) Individual operating agencies
(governmental department or agency),
normally charge Federal awards for in-
direct coste through an indirect C06t
rate. A separate indirect cost rate(s)
proposal for each operating agency is
usually necessary 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
services distributed through the cen-
tral service cost allocation plan and
not otherwise treated as direct costs.

(c) The requirements for development
and subm1ssion of oost allocation plans
(for central service costs and public as-
sistance programs) and indirect cost
rate proposala are contained in appen-
dices IV, V and VI to this part.

t 200.417 InterageDcy service.
The cost of services provided by one

agency to another within the govern-
mental unit may inolude allowable di-
rect coats of the service plus a pro-
rated share 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 lieu 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--

§200.419

State/Local Government and Indian
Tribe-Wide Central Service Cost Allo-
catdon Pla.J15.

SPECIAL CONSIDERATIONS FOR
INSTITUTIONS OF HIGHER EDUCATION

1200A18 eo.ts incurred by states and
local governmeDta.

Costs incurred or paid by a state or
local government on beha.lf of Its DiEs
for fringe benefit programs, such as
pension oosts and FICA and any other
costs specifically incurred on behalf of,
and in direct benefit to, the IHEB, are
allowable costs oi such IHE8 whether
or not these costs are recorded in the
a.ccounting reoords of the institutions,
subject to the following:

(a) The costs meet the requirements
of §§200.402 Composition of costs
through :1>0.411 Adjustment of pre-
viously negotiated indirect (F&A) cost
rates conta1n1ng unallowable costs, of
this subpart;

(b) The costs are properly supported
by approved cost allocation plans in ac-
cordance with applicable Federal cost
a.ccountlng principles in this part; and

(c) The costs are not otherwise borne
directly or indirectly by the Federal
Government.

§2OOA19 Cost accounting standards
and cli&cIOllurestatement.

(a) All !HE that receives aggregate
Federal awards totaling S50million or
more in Federal awards subject to this
part in its most recently completed fis-
cal year must comply with the Cost
Accounting Standards 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
!HEs are subject to the CAS require-
ments at 48 CFR 9900through 9999and
48CFR part 30(FAR Part 30).

(b) Disclosure statement. All IHE that
receives a.ggregate Federal awards to-
ta.ling $SOmillIon or more subject to
this part during its most recently com-
pleted fiscal year must disclose their
cost accounting practices by filing a
Disclosure Statement (DS-2), which Is
reproduced in Appendix III to Part
2DO-Indirect (F&A) Costs Identifica-
tion and AssIgnment, and Rate Deter-
mination for Inatrtuttons of Higher
Education (mEs). With the approval of
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the cogniza.nt agency for indirect costs,
an IRE may meet the n8--2 submission
by submitting the D8--2 for each busi-
ness unit that received $50 million or
more in Federal awards.
(1) The 08--2 must be submitted to

the cognizant agency for indirect oosts
with a copy to the IRE's cognizant
agency for audit.
(2) AD !HE is responsible for main-

taining an a.ccurate 08--2 and com-
plying with disclosed cost accounting
practices. An IRE must me amend-
ments to the 08--2 to the cogniZant
agency for indirect 'costs six months in
advance of a disclosed practice be1Dg
changed to comply with a new or modi-
fied standard, or when a practice is
ohanged for other reasona. An !HE may
proceed with implementing the oha.n.ge
only if it has not been notif1ed 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
08--2 may be submitted at any time.
Resubmission of a complete, updated
08--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 agenoy for indirect costs if an
!HE fails to comply with the cost poli-
cies in this part or fa1ls to consistently
follow its esta.blisbed or disclosed cost
a.ccounting practices when estimating,
a.ccumulating or reporting the costs of
Fedenl a.wards,and the aggregate cost
impact on Fedenl 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&Acosts
rates or other means considered appro-
prtate by the oogniza.ntagenoy 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 coste were not determined in 0.0-
cordance with establ1shed cost ac-
counting practices.

(4) Overpayments. Excess amounts
paid in the aggregate by the Federal
Government under Federal awards due
to a noncompliant cost accounting
practice used to estimate, accumulate,

2 CFR Ch. II (1-1-15 Edition)

or report costs must be credited or re-
funded. as deemed appropriate by the
cogniza.nt 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 regulations.

(6) Compliant cost accounting practice
changes. Changes from one compliant
cost accounting practice to another
compliant practice that are approved
by the cogn1za.nt agency for indirect
costs may rsqutre cost adjustments if
the change has a ma.terial effect on
Fedenl awards and the changes are
deemed appropria.te by the oognizant
agency for indirect costs.

(6) Responsibilities. The cognizant
agency for indirect cost must:
(i) Determine cost adjustments for

a.ll Federal a.wards in the aggregate on
behalf of the Federal Government. Ac-
tions of the cogniza.nt agency for indi-
rect cost in ma.king cost adjustment
determinations must be coordinated
with all afiected Federal a.warding
agencies to the extent necessary.

(11) Prescribe guidelines and establish
internal procedures to promptly deter-
mine on behalf of the Federal Govern-
ment that a 08--2 adequately discloses
the !HE's cost accounting practices
and that the di&elosed practices are
compliant with applicable CAS and the
requtrements of this part.

(111) Distribute to all affected Federal
awarding agencies any DS-2 determina-
tion of adequacy or noncompliance.
['HI FR 78608. Dec. 26. 2013. 8.8 amended at 79
FR 76886.Dec. lll. 2014]

GENERALPRoVlSIONS FOR SELECTED
ITEMS OF COST

§200.00 COJUlideratiODS for lIelected
iteDUI of COIJt.

This section provides 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 pa.rticular item
of cost is properly treated as direct
cost or indirect (F&A) cost. Failure to
mention a particular item of cost is
not intended to imply that it is either
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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 based on the principles de-
scr1bed in §§200.402 Composition of
costs through 200.411 Adjustment of
previously negotiated indirect (F&A)
cost rates containing unallowable
costs. In case of a discrepancy between
the prov1Bions of a specific Federal
award and the provisions below, the
Federal award governs. Criter1a out--
lined in §200.408 Facton affecting al-
lowab1l1ty of COlts must be applied in
determin1ng allowability. Bee also
§200.102 Exceptions.

§200.421 Advertising and public rela·
tiOIUl.

(a) The term advertising costs means
the costs of advertising media and cor-
ollary adm1n1strative costs. Adver-
tising media include magazines. news-
papers, radio and television, direct
mail. exb1bits. electronic or computer
transmitta18. and the like.

(b) The only allowable advertising
costs are those 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
services for the performance of a Fed-
eral award;

(8) The disposal of scrap or surplus
materials acquired in the performance
of a Federal award exoept when non-
Federal entities are reimbursed for dis-
posal costs at a predetermined amount;
or

(4) Program outreach and other spe-
oific purposes necessary to meet the re-
quirements of the Federal award.

(c) The term "publio relations" in-
eludes community. relattons and meana
those activities dedicated to maintain-
Ing the image of the non-Federal entity
or maintaining or promoting under-
standing and favorable relations with
the community or public at large or
any segment of the public.

(d) The only allowable publ1c rela-
tions costs are:

(1) Costs specifically required by the
Federal award;

(2) Costs of oommunicating with the
public and press pertaining to specific

§200,424

activities or accomplishments which
result from performance of the Federal
awa.rd (these costs are considered nec-
essary as pa.rt 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
publ1c concern, such as 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.
oonvocations, or other events related
to other a.ctivities 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 fac111-
tree used in conjunction with shows
and other special events; and

(ill) Salar1es and wa.gesof employees
engaged In setting up and displaying
exhibits, making demonstrations, and
providing briefings;

(3) Costs of promotional items and
memora.b1l1a. including models, gifts,
and souvenirs;

(4) Costs of advertising and public re-
lations designed solely to promote the
non-Federal entity.

§200.42J Advisory councils.
Costs incurred by a.dvlsory councils

or committees are unallowable unless
authorized by etatnte, the F'edera.l
awarding agency or as an indirect cost
where allocable to Federa.l awards. Bee
§200.444 General costs of government,
applicable to states, local governments
and Indian tribes.

§200.423 Alcoholic beverages.
Costs of alcoholic beverages are unal-

lowable.

§200.424 Alumni/ae activities.
Costs incurred by mE5 for. or in sup-

port of, alumni/as activities are unal-
lowable.
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§200.425 Audit sa-viees.
(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. 7501-7507),as implemented by re-
qutrements of this part, 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 ent1ty that is exempted from hav-
ing an audit 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 coste of a imanc1al 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 entities may charge

Federal awards for the cost of agreed-
upon-procedures engagements to mon-
itor subrecipients (in accordance with
Subpart D-Post Federal Award Re-
quirements of this part, 1§200.330Sub-
recipient and contractor determina-
tions through 200.332Fixed Amount
Subawards) who are exempted from the
requirements of the Single Audit Act
and Subpart F-Audit Requirements of
this part. This cost ill allowable only if
the agreed-upon-procedures engage-
ments are:
(1) Conducted in accordance with

GAGASattestation standards;
(2) Paid for and arranged by the pass-

through entity; and
(3)L1mited in scope to one or more of

the following types of compliance re-
quirements: activities allowed or
unallowed; allowable costs/cost prin-
ciples; eligibility; and reporting.

§200.426 Bad debts.
Bad debts (debts which have 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 0-1-15 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 1200.428Collections of
improper payments.

§200.427 Bonding COBta.

(a) Bonding costs arise when the Fed-
eral awarding agency requtres assur-
ance against financ1al 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, Infringe-
ment, and f1delity bonds for employees
and omclals.
(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-Federal entity in the general con-
duct of its operations are allowable as
an indirect cost to the extent that such
bonding is in accordance 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, 80S appropriate. Amounts
collected may be used by the non-Fed-
eral entity in accordance with cash
management standards Bet forth in
§200.305Pallment.

§200.429 Commencemeni and convoca-
tion costs.

For IREs, COBtsincurred for com-
mencements and convocations are un-
allowable, except as provided for in Ap-
pendix ill to Part 200-Indirect (F&A)
Costs Identification and Assignment,
and Rate Determination for Institu-
tions of Higher Education (IHEs), para-
graph (B)(9) Student Administration
and Services, as student activity costs.

§200.430 Compensation-personal
serviees,

(a) General. Compensation for per-
sonal servtces includes all remunera-
tion, patd currently or accrued, for
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services of employees rendered duriJlg
the period of performance under the
Federal award. including but not nec-
essarily limited to wages and salaries.
Compensation for personal services
may also include fringe benefits which
axe addreesed in §200.431Compensa-
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 estabUshed
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 andlor rules or written policies
and meets the requirements of Federal
statute. where a.pplicable; and
(3) Is determined and supported as

provided in paragraph (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 pald for simllar work In other ac-
tivities of the non-Federal entity. In
caees where the kinds of employees re-
Quiredfor Federal awa.rds are not found
in the other activities of the non-Fed-
eral entity. compensation w11lbe con-
sidered reasonable to the extent that It
is comparable to that pa.1dfor s1mlla.r
work in the la.bor market in which the
non-Federal entity competes for the
kind of employees involved.

(c) Professional activities outside the
nan-Federal entitl/. Unless an arrange-
ment Is specifically authorized by a
Federal awarding agency. a non-Fed-
eral entity must follow its written non-
Federal entity-wide polfcies and prac-
tices concerniJig the permissfble 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 permissible ex-
tent of consulting or other non-organi-
zational activities undertaken for
extra outside pay. the Federal Govern-
ment may require that the effort of

§2OO.430

professional staff working on Federal
awards be allocated between:
(1)Non-Federal entity activities. and
(2) Non-organizational professional

activities. If the Federal awarding
agency considers the extent of non-or-
ganizational professional effort exces-
sive or inoonsistent with the oonfliots-
of-interest terms and conditions of the
Federal award. appropriate arrange-
ments governing compensation will be
negotiated on a case-by-case basis.
(d) Unallowable costs. (1) Costs which

are unallowable under other sections of
these principles must not be allowable
under this section solely on the basis
that they oonstitute 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 oeiling for cost-reim-
bursement contracts. the covered com-
pensation subject to the ceiling, the
covered employees. and other relevant
provisions. see 10 U.S.C. 2324(e)(I)(P),
and 41 U.S.C. 112'7and 4304(1.)(16). For
other types of Federal awards. other
statutory ce1l1ngsmay apply.
(e) Special ccmsfderations. Special con-

siderations in determining allowab11lty
of compensation will be given to any
change in a non-Federal entity's com-
pensation policy resulting in a substan-
tial increase in ita employees' level of
oompensation (particularly when the
ohange was concurrent with an in-
crease in the ratio of Federal awards tc
other activities) or any change in the
treatment of allowability of spectftc
types of compensation due to ohanges
in Federal polley.

(f) Incentive compensation. Incentive
compensation to employees based on
cost reduction. or efficient perform-
ance. suggestion awards. safety awards.
etc .• is allowable to the extent that the
overall compensation Is determined to
be reasonable and such costs are paid
or aoorued 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 non-Federal entity 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, assoct-
ates, officers, or the immediate fami-
Ues thereof, determination must be
made that such compensation is rea-
sonable for the actual personal services
rendered rather than a distribution of
ee.rn1ngs in excees of coste. This may
include director's and executive com-
mittee member's fees, incentive
awards, allowances for off-6ite pay, In-
centive pay, location allowances, hard-
ship pay, and cost-of-l1ving differen-
tials.

(h) Institutions of higher education
(IHEs). (1) Certain conditions require
special consideration and possible limi·
tations in determining allowable per-
sonnel compensation coste under Fed-
eral awards. Among such conditions
are the following:
(i) Allowable activities. Charges to

Federal awards may include reaaonable
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 reporte and
articles, developing and maintaining
protocols (human. animals, etc.), man-
aging substances/chemicals, managing
and securing project-specific data, co-
ordinating research subjecta, partici-
pating in appropriate seminars, con-
sulting with colleagues and graduate
students, and attending meetings and
conferences.
(11) Incidental activities. Incidental

activities for which Bupplemental com-
pensation is allowable under written
institutional pol1cy (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 payments 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 Fedei-a.J.awarding
agenoy.

(2) Saial1l oasis. Charges for work per-
formed on Federal awards by faculty
members during the academic year are
allowable at the IBS rate. Except as
noted in paragraph (h)(l)(ii) 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 individual's time is spent
on research, instruction, administra-
tion, or other activities. IBS excludes
any income that an individual earns
outside of duties performed for the
IHE. Unless there Is prior approval by
the Federal awarding agency, charges
of a faculty member's salary. to a Fed-
eral award must not exceed the propor-
tionate !hare of the IBS for the period
during which the faculty member
worked on the award.

(3) IntTa-I1I3titution of Higher Edu-
cation (IHE) consulting. Intra-IRE con-
sulting by faculty Is assumed to be un-
dertaken as an mE obligation requir-
ing no compensation in addition to
IBS. 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 responsibilities, any
charges for such work representing ad-
ditional compensation above IBS are
allowable provided that such con-
sulting arrangemente 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 compensation, subject
to iilstitutlonal compensation policies
for services above and beyond ms.
Where extra service pay is a result of
Intra-mE consulting, It is subject to
the same requiremente of paragraph (b)
above. It is allowable if all of the fol-
lowing conditions are met:
(i) The non-Federal entity estab-

lishes consistent written poliCieswhich
apply uniformly to all faculty mem-
bers, not just those working on Federal
awards.
(11) The non-Federal entity estab-

lishes a consistent written definition of
work covered by !BS which is specific
enough to determine conolusively when
work beyond that level has oocurred.
This may be desoribed in appointment
letters or other documentations.
(111)Tbe supplementation amount

paid is commensurate with the IBS
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rate of pay and the a.mount of addi-
tional work performed. See paragra.plJ
(h)(2) of this section.

(iv) The salaries, as supplemented,
fall within the sa.lary structure and
pay ranges established by and docu-
mented in writing or otherwise applioa-
ble to the non-Federal entity.

(v) The total salaries charged to Fed-
eral awa.rd8inoluding extra service pay
a.re subjeot to the Standa.rd8 of Docu-
mentation as described in paragraph (1)
of this section.

(5) Periods outside the academic uear.
(i) Except &II specified for teaching ac-
tivity in paragraph (h)(5)(ii)of this sec-
tion, charges for work performed by
faculty members on Federal awards
during periods not included in the base
8a.lary period will be at a. rate not in
excess of the rns.

(ii) Charges for teaching activities
performed by fa.culty members on Fed-
era.l awards during periods not included
in rna period will be ba.sedon the nor-
mal written policy of the IHE gov-
erning compensation to faculty mem-
bers for teaching assignments during
such periods.

(6) Part-time facu./tJ/. Charges for work
performed on Federal awards by fac-
ulty members having only part-time
appointments will be determined at a
rate not in excess of that regularly
paid for part-time a881gnments.

(7) Sa/lbatica.l leave costs. Rules for
sabbatical leave are as follow:

(1) Costs of leaves of absence by em-
ployees for performance of graduate
work or sabbatical study, travel, or re-
search are allowable provided the IRE
has a uniform written policy on sa.b-
batical leave for persons engaged in in-
struotion and persons engaged in re-
search. Such costs will be allocated on
an equitable basis a.mong all related
a.ctivities of the IRE.

(ii) Where sabbatioal leave is in-
cluded in fringe benefits for which a.
cost is determined for assessment as a
direct charge, the aggregate amount of
such aseesemente applicable to a.ll
work of the institution during the base
period must be reasonable in relation
to the IHE's actual experience under
its sabbatical leave policy.

(8) Salary rates for non-faculty mem-
bers. Non-faculty full-time professtonal
personnel may also earn "extra service

§2OO.43O

pay" in accordance with the non-Fed-
eral entity's written policy and con-
sistent with paragrapb (h)(l)(i) of tbis
section.

(i) Standards for Documentation of Per-
sonnel Expenses (1) Charges to Federal
awards for salaries and wages must be
based on records that accurately re-
nect the work performed. These
records must:

(I) Be supported by a system of inter-
nal oontrol which provides reasonable
assurance that the charges are acou-
rate, allowable, and properly allocated;

(11)Be incorporated into the omcial
reoords of the non-Federal entity;

(11i)Reasonably reflect the total ac-
tivity for which the employee is com-
pensated by the non-Federal entity,
not exceeding 100%of compensa.ted ac-
tivities (for !HE, this per the lliE's def-
1n1tlonof IES);

(tv) Encompass both federally as-
sisted and all other activities com-
pensated by the non-Federal entity on
an integrated basis, but may include
the use of subsidiary records a.sdefined
in the non-Federa.l entity's written pol-
icy;

(v) Comply with the established ac-
counting policies and practices of the
non-Federal entity (See paragraph
(h)(1)(11)above for treatment of inci-
dental work for IHEs.); and

(vi) [Reserved]
(vii) Support the distribution of the

employee's salary or wages among spe-
cific activities or cost objectives if the
employee works on more than one Fed-
eral a.ward; a Federal award and non-
Federal award; an indirect cost a.ctiv-
ity and a direct cost activity; two or
more indirect activities which are allo-
cated using different a.llocation bases,
or an unallowable activity and a direct
or indirect cost activity.

(vi11) Budget estimates (i.e., esti-
mates determined before the services
are performed) alone do not qualify as
support for charges to Federal awards,
but may be used for interim a.coounting
purposes, provided that:

(A) The system for establishing the
estimates produces reasonable approxi-
mations of the activity actually per-
formed; .

(B) Signlf1cant changes in tbe cor-
responding work activity (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 term
(euch as one or two months) fluotua-
tion between workload categories need
not be considered as long as the dis-
tribution of Il&la.riesand wages is rea-
sonable over the longer term; and
(C) The non-Federal entity's syetem

of internal controls includes processes
to review a.fter-the-fact interim
cha.rges made - to a Federal awards
ba.sed on budget estimates. All nec-
essary adjustment must be made such
that the Imal amount charged to the
Federal award 1s accurate, allowable,
and properly allocated.
(ix) Because practices vary as to the

activity constituting a full workload
(for !HEs, rnS), records may reflect
categories of act1vities expressed as a
percentage distribution of total activi-
ties.

(x) It is recognized that teaching. re-
search, service, and administration are
often inextricably intermingled in an
academic setting. When recording sala-
ries and wages charged to Federal
awards for mEs, a precise asaessment
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)(1) 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 (i)(3)of this section.
(3) In accordance with Department of

Labor regulations implementing the
Fair Labor Standards Act (FLSA) (29
CFR part 516), charges for the salaries
and wages of nonexempt employees, in
addition to the supporting documenta-
tion described in this aectron, 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 ma.tch-
ing requirements on Federal awards
must be supported in the same manner
as salaries and wages claimed for reim-
bursement trom Federal awards.
(li)For states, local governments and

Indian tribes, substitute processea or
systems for allocating salaries and
wages to Federal awards may be used

2 CFR Ch. II (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, "rolling" time studies. case
counts. or other quantiftable measures
of work performed.
(i) Substitute systems which use

sampling methods (primarily for Tem-
porary Assistance for Needy Families
(TANF), the Supplemental Nutrition
A~istance Program (SNAP), Medic&ld.
and other public assistance programs)
must meet acceptable statistical sam-
pling standards including:
(A) The sampling universe must in-

clude all of the employees whose S&1&-
rtes and wages are to be allocated
based on sample results except a.s pro-
vided in paragraph (i)(li)(ii1)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 applted to the period being
sampled,
(ii) Allocating charges for the sam-

pled employees' superviBore, clerical
and support staffs, based on the results
of the sampled employees, w1ll be ac-
ceptable.
(111)Less than Cull compliance with

the statistical sampling standards
noted in subeeetfon (5)(i) may be ac-
cepted by the cogniza.nt agency for in-
direct costs if it concludes that the
amounts to be aJlooa.ted to Federal
awards will be minimal, or if it con-
cludes tha.t the system proposed by the
non-Federal entity w1l1result 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-
nat1ve proposals based on outcomes
and m1lestones for program perform-
ance where these are clearly docu-
mented. Where a.pprovedby the Federal
cognizant agency for indirect coste,
these plane are a.oceptable as an alter-
native to the requirements of para-
graph (i)(l~ of this section.
(7) For Federal awards of similar pur-

pose activi ty or instances of a.pproved
blended funding, a non-Federal entity
may submit performance plans tha.t in-
corporate funds trom multiple Federal
awards and account Cortheir combined
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use .based on performance-oriented
metrics, provided that such plans axe
approved in advance by a.ll involved
Federal awarding agencies. In these in-
stances, tbe non-Federal entity must
submit a request for waiver of the re-
quirements based on documentation
that describes the method of charging
costs, relates the charging of costs to
the specifio activity tbat is applicable
to all fUnd sources, and is based on
quantifiable measures of the activity
in relation to time charged.

(8) For a non-Federal entity where
the records do not meet the standards
described in th1s section, the Federal
Government may require personnel ac-
tivity reports, including prescribed cer-
tifications, or equivalent documenta-
tion that eupport the records as re-
quired in this section.
[78 FR 78608, Dec. 26, 2013. &8 &mended at 79
FR 76886.Dec.19.2014]

§200.431 Compensation-lringe bene-
fits.

(a) 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 oC leave (vacation,
family-related, sick or mil1tary), em-
ployee tnsurance, pensions, and unem-
ployment benefit plans. Except as pro-
vided elsewbere in these principles, the
costs of fringe benefits are allowable
provided that the benefits are reason-
able and are required by law, non-Fed-
eral entity-employee agreement, or an
established policy of the non-Federal
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, sucb as
for annual leave, family-related leave,
sick leave, holidays, court leave, mili-
tary leave, administrative leave, and
other similar benefits, are allowable if
all of the following criteria are met:
(1) They are provided under estab-

lished written leave poltctes:
(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 conststentlv followed by the

§200..431

non-Federal entity or specified group-
ing of employees.
(i) When a non-Federal entity uses

the cash basis 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 1n the year of pay-
ment.
(11)The accrual basis may be only

used for those types of leave for wbich
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.
(0) 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 (i) of this section); and other
similar benefits are allowable. provided
such benefits are granted under estab-
lished written poltctea. Such benefits,
must be allocated to Federa.l awards
and all other activities in a ma.nner
consistent with the pattern of benefits
attributable to the individuals or
group(s) of employees whose sala.r1es
and wagell are ohargeable 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 objectives by identifYing spe-
cific benefits to speoific 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 dUfer significa.ntly for
different groupe of employees.
(e) Insurance. See also § 200.447 Insur-

a.nce 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 liabil1tieB for
such compensation, and the types of
coverage, extent of coverage, and rates
and premiums 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
a.fter the provision is made must not
exoeed the present value of the Uabll-
ity.
(2) Costs of insurance on the lives of

trustees, officers, or other employees
holding positiOns of eimilar responsi-
bility are allowable only to the extent
that the insurance represents addi-
tional compensation. The COBtSof such
insurance when the non-Federal entity
is named sa beneficiary are unallow-
able.
(3) Actual cla.ims pa.idto or on beha.lf

of employees or former employees for
workers' compensatdon, unemployment
compensation, eeverance pay, and simi-
lar employee benefits (e.g., poet-rettre-
ment health benefits), are allowable in
the year of payment provided that the
non-Federal entity follows a consistent
costing policy.
(f) Automobiles. That 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 a.ll fringe
benefit or indirect (F&A) oosts regard-
lese 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 po11cies 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 entitles 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, increases 'to nor-
mal and past service pension costs
caused by a delay in funding the actu-
arial 11a.b1l1tybeyond 30 calendar days
a.fter each quarter of the year to which

2 CFR Ch. II (1-1-15 Edition)

such costs are assignable are unallow-
able. Non-Federal entity may elect to
follow the "Cost Accounting Standard
for Composition and Measurement of
Pension Costs" (48 CFR 9904.412).
(5) Pension plan termination insur-

ance premiums paid pursuant to the
Employee Retirement Income Security
Aot (ERISA) of 1.974 (29 U.S.C. 1301-1461)
are allowable. Late payment cha.rges
on such premiums are unallowable. Ex-
cise taxes on a.ccumulated fund1llgdefi-
ciencies and other penalties imposed
under ERISA are unallowable.
(8) Pension plan costs may be com-

puted using a pay-as-you-go method or
an acceptable actuarial cost method in
accordance with established written
policies of the non-Federal entity.
(i) For pension plans financed on a

pay-a.s-YOU-gOmethod, allowable costs
will be limited to those representing
actual payments to retirees or their
beneficiaries.

(11) Pension costs calculated using an
actuarial cost-based method recognized
by GAAP are allowable for a given fis-
cal 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 agency for indirect costs
may agree to an extension of the six
month period if an appropriate a4jus~
ment is made to compensate for the
timing of the cbarges 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 ca.sb 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.
(iii) Amounts funded by the non-Fed-

eral enti ty in excess of the actuarially
determined amount for a fiscal year
may be used as the non-Federal enti-
ty'S contribution in future periods.
(tv) When a non-Federal entity con-

verts to' an acceptable actuarial cost
method, as defined by GAAP. and funds
pension costs 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.
(b) Post-Ret1rement 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 acceptable 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 represent1Dg 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 aiter
the end of that year. Costs funded after
the six month period (or a later period
agreed to by the cogntsant. agency) are
allowable in the year funded. The Fed-
eral cognizant agency for indirect costs
may agree to an extension of the six
month period 11 an appropriate adJust-
ment is made to compensate Cor 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.
Adjqstments 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
a.ctuarially determined amount for a
fiscal year may be used as the Federal
Government's contribution in a future
period.

(4) When a non-Federal entity con-
verts to an acceptable a.ctuarial cost
method and funds PRHP costs in ac-
cordance with this method, the initial

§200A31

unfunded liab1l1ty attributable to prior
years is allowable if amortized over a
period of years in acoordance with
GAAP, or, 11 no such GAAP period ex-
ists, over a period negotiated with the
cognizant agency for indirect costs.

(5) To be allowable in the current
year, the PRHP costs must be paId et-
ther to:

(1) An insurer or other benefit pro-
vider as current year costs or pre-
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 share 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.

(1) Severance Pall. (1) Severance pay,
also commonly referred to as dism1ssal
wages, Is a payment in addition to reg-
ular salaries and wages, by non-Federal
entities to workers whose employment
is being terminated. Coats of severance
pay are allowable only to the extent
that in each case, it is required by (a)
law, (b) employer-employee agreement,
(c) established policy 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 severance payments are
divided into two categories as follows:

(I) Actual normal turnover severance
payments must be allocated to all ac-
tivities; or, where the non-Federal en-
tity provides for a reserve for normal
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 ths non-Fed-
eral entity.

(11) Measurement of costs of abnor-
mal or mass severance pay by means of
an accrual will not achieve equity to
both parties. Thus. accruals for this
purpose are not al1owa.ble. However.
the Federal Government recogmzes its
obligation to participate. to the extent
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of its fair share, in any spec1f1c pay-
ment. Prior approval by the Federal
awarding agency or cognizant agency
Cor indirect cost, as appropriate, 1s re-
quired.
(3) Costs incurred in certain sever-

ance pa.y packages which are 1n an
amount in excess of the normal sever-
ance pa.y 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
management control over. or owner-
ship of, the non-Federal entity's aasets,
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.111ngpra.otioes for
the non-Federal entity in the United
States, are una.llowable, unless they
are necessary for the performance of
Federal programs and approved by the
Federa.l awarding agenoy.
(5) Seve~ce payments 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 closing of, or curtail-
ment of activities 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.
m(l) FOT /HEs only. Fringe benefite in

the form of tuition or remission of tui-
tion for individual employees are al-
lowable, provided suoh benefite are
granted in accordance with established
non-Federal entity policies, and are
distributed to all non-Federa.l entity
activities on an equitable basis. Tui-
tion benefits for family members other
than the employee are unallowa.ble.
(2) Fringe benents 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 seotion 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 discr1mina.te in
favor of highly compensated employ-
ees. Federal reimbursement of tuition

2 CFR Ch. II (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 IREs whose costs are paid by

state or local governments, fringe ben-
efit programs (such as pension costs
and FICA) and any other benefits costs
llpec11'1.callyincurred on behalf of, and
in direct benefit to. the non-Federal
entity, are allowable costs of such non-
Federal entitles whether or not these
costs are recorded in the' a.ccounting
records of the non-Federal entities.
subject to the following:
(1) The coste meet the requirements

of Basic Considerations in §§200.402
Composition of costs through 200.411
Adjustment of previously negotiated
indirect (F&A) cost rates conta1ning
unallowa.ble costs of this subpart;
(2) The costs are properly supported

by approved cost allooation plans in ac-
cordance with applicable 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 amendedat 79
FR 75886.Dec. is, 2014]

§200.432 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 18 necessary and reasonable for
successful performanoe 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 a.vallable depend-
ant-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 awa.rding agency
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may authorize exceptions where appro-
priate for programs Including 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 Contingency provisions.
(a) Contingency is that part of a

budget estimate of future costs (typi-
cally of large oonstruotion projects, IT
systems, or other items lUI approved by
the Federal awa.rd1ngagency) which is
assoctated with possible events or con-
ditions arising from causes the precise
outcome of whioh is indetermina.ble 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 cbangee, unfore-
seen risks, or extraordinary events
may not be inoluded.
(b) It is permiSB1blefor contingency

amounts other than those excluded In
pa.ra.graph (a) of this section to be ex-
plicitly included In budget estimates,
to the extent they are necessary to im-
prove the preciston of those estimates.
Amounts must be estimated usIng
broadly-accepted cost estimating
methodologies, spec1f1edin the budget
documentation 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 aotual costs in-
curred to be allowable, they must com-
ply with the cost principles and other
requirements in this part (see also
§§200.300 Statutory and national policy
requirements through 200.909 Period of
performanoe of Subpart D of this part
and 200.403 Factors affecting allow-
ability of coats); be necessary and rea-
sonable for proper and eIDcient accom-
plishment of project or program objec-
tives, and be verifiable from the non-
Fedeql.l entity's records.
(c) Payments made by the Federal

awarding agency to the non-Federal
entity's "oontingency reserve" or any
similar payment made for events the
occurrence of which cannot be foretold
with certainty lUI to the time or inten-
sity, or with an assurance of their hap-
pening, are unallowable, exoept as
noted in §§200.4S1 Compensation-

§200A34

fringe benefits regarding self-insur-
ance, pensions, severance and post-re-
tirement health costs and 200.447 Insur-
ance and indemnification.
[78FR 78608,Dec.26,2015,as amendedat 79
FR75886,Dec.19,2014J

1200.484 Contributions and donations.

(a) Costs of contributions and dona-
tions, including cash, property, and
eervtces, from the Don-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 eervices and prop-
erty may be used to meet cost sharing
or matching requirements (see 1200.306
Cost sha.ri.ng or matching). Deprecia-
tion on donated assets is permitted in
acoordance with §2OO.4S6 Depreciation,
as long as the donated property Is not
counted towards cost sharing 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 sk1l1ed and un-
skilled labor. The value of these serv-
ices may not be charged to the Federal
award 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 ao-
oordance with the provisions of 1200.306
Cost sharing or rnatohing.
(d) To the extent feasible, services

donated to the non-Federal entity will
be supported by the same methods used
to support the a.llocab1l1ty of regular
personnel services.
(e) The following provisions apply to

nonprofit organiMtions. The value of
services donated to the nonprofit orga-
nization utilized in the performance of
a direct 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 exist:
(1) The aggregate value of the serv-

ices is material;
(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 mstanoee where there is

no basis for detennining the fair mar-
ket value of the servtces rendered, the
non-Federal entity and the cognizant
agency for indirect costs must nego-
tiate an appropriate allocation of indi-
rect cost 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.
(f) Fair market value of donated

servtces must be computed as described
in §200.306Cost sharing or matching.
(g) Personal Property and Use of

Space.
(1) Donated personal property and

use of space may be fW'nished 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) The value of the donations may be

used to meet cost sharing or matching
share requirements under the condi-
tions described in §§200.300Statutory
and national polioy requirements
through 200.309Period of perfonnance
of subpart D of this part. The value of
the donations must be detennined in
accordance with §§200.300Statutory
and national policy requirements
througb 200.309Period of performance.
Where donations are treated as indirect
costs, indirect cost rates will separate
the value of the donations so that re-
imbursement will not be made.
['78 FR 78608, Dec. 26, 2013, !LB amended at 79
FR 75886,Dec. 19. 2014]

• 200.485 DefeD118a.nd proeecution of
criminal and civil proceedings,
claims, appeals a.ndpatent infringe·
ment••

(a) Definitions for the purposes of
this section.
(1) Conviction means a judgment or

conviction of a criminal 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 CFRCh. II (1-1-15 Edition)

(2) Costs 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 tbe pro-
ceeding.

(3) Fmud means:
(1) Aots 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 suspensron (as specified
in !!.gelloyre~.llatioDS). 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 oompeneatorv
damages.

(5) Proceeding includes an investiga-
tion.
(b) Costs. (1) Except lUl otherwtse de-

scribed herein, costs incurred in con-
nection witb any criminal. civil or ad-
minlstratlve proceeding (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
False Claims Act.), against the non-
Federal entity, (or commenced by third
partdee or a current or rormer em-
ployee of the non-Federal entity wbo
submits a whistleblower complaint of
reprisal in accordanoe with 10 U.S.C.
2409or 41U.S.C. 4712),are not allowable
if the proceeding:
(i) Relates to a violation of, or failure

to comply with, a Federal, state, local
or foreign statute, regulation or the
terms and conditions of the Federal
award. by the non-Federal entity (in-
cluding its agents and employees); and

(11) Results in any of the following
dispositions:
(A) In a criminal proceeding, a con-

viction.
(B) In a civil or administrative pro-

ceeding involving an allega.tion of
fraud or similar misconduct, a deter-
mination of non-Federal entity liabil-
ity.
(C) In the case of any civil or admin-

ietrative proceeding. the diBallowance
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of 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 f1nal decision by an appropriate
Federal official to debar or suspend the
non-Federal entity, to rescind or void a
Federal award, or to terminate a Fed-
eral 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)(l)(ii)(A)
through (D)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 shown 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 ooste 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, 10caJ or foreign government,
the authorized Federal omcial may
allow the costs incurred if such author-
ized official determines that the coste
were incurred as a result of:

(1)A speoifio term or oondition of the
Federal award, or .

(2) Spscific written direction of an
authorized official of the Federal
awarding agency.

(e) Costs inourred in oonnection with
proceedings 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 COBtsare reasonable and nec-
essary in relation to the admtmstra-
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, alloca.ble and otherwise allow-

§200A35

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 official
must determine the percentage of costs
allowed considering the complexity of
litigation, generally accepted prin-
ciples governing the award of legal fees
in civil actions involving the United
States, and such other factors as may
be appropriate. Such percentage must
not exceed 80 percent. However, if an
agreement reached under paragraph (c)
of this section has explicitly consid-
ered this 80percent l1mitatiOn and per-
mitted a higher percentage, then the
full amount of costs resulting from
that agreement are allowable.

(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 (1S U.S.C. 1081),in-
cluding the cost of all relief neoeseary
to make such employee whole, where
the non-Federal entity was found liable
or settled, are unallowable.

(g) Costs of prosecution of claims
against the Federal Government, in-
cluding appeals of!1na.l Federal agency
decisions, are unallowable.

(h) Costs of legal, accounting, and
consultent services, and related costs,
incurred in connection with patent in-
fringement litigation, are unallowable
unless otherwise provided for in the
Federal a.ward.

(1) Costs wbich may be unallowa.ble
under this section, including directly
associated costs, must be segregated
and accounted for separately. During
the pendency of any proceeding covered
by paragraphs (b) and (f) of this sec-
tion, the Federal Government must
generally withhold payment of such
costs. However, if in its best interests,
the Federal Government may provide
(or conditional payment upon provision
of adequate security, or other adequate
assurance, and ap-eement to repay all
una.llowable costs, plus interest, if the
costs are subsequently determined to
be unallowable.
['8 FR 78608, Dec. 26, 2013, 8.8 amended at 79
FR 75886, Dec. 19,2014J
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§200.436 DepreciatiOD.
(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 oapitalized in accord-
ance with GAAP, provided tha.t 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 ba.sed on
the acquisition cost of the a.ssets 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) AIJ.yportion of the cost of build-

ings and equipment borne by or do-
nated by the Federal Government, Irre-
speotive of where title was originally
vested or where it is presently located;
(3) Any portion of the cost of build-

ings and equipment contributed by or
for the non-Federal entity where law or
a.greement prohibits recovery; and
(4) AIJ.ya.sset acquired solely for the

performance of a non-Federal award.
(d) When computing depreciation

charges, the following must be ob-
served:
(J) The period of useful service or

useful Ufe 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.1I (1-1-15 Edmon)

asset during its useful life. In the ab-
sence of clear evidence indicating that
the expected consumption of the asset
will be Significantly greater in the
early portions than in the later por-
tions of its useful I1fe, the straight-line
method must be presumed to be the ap-
propriate method. DeprecIation meth-
ods once used may not 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 depreciated
over a single useful I1fe. A building
may also be divided into multiple com-
ponents. Each component item may
then be depreciated over its estimated
useful life. The building components
must be grouped into three general
components of a. bu1lding: building
shell (including construction and de-
sign costs), building services systems
(e.g., eleva.tors, HVAC, plumbing sys-
tem and heating and air-conditioning
system) and fixed equipment (e.g.,
sterilizers, casework, fume hoods, cold
rooms and glaBBwarelwashers). In ex-
ceptional cases, a cognizant agency
may authorire a non-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 deprectatdon methods
must be used for indirect (F&A) pur-
poses and financial statements pur-
poses, as described in paragraphs (d)(1)
and (2) of this section.
(4) No depreciation may be allowed

on any assets tha.t have outlived their
depreciable lives.
(5) Where the depreciation method ts

introduced to replace the use a.llow-
ance method, deprecfatdon must be
computed as if the asset had been de-
preciated over its entire life (Le., from
the date the asset was acquired a.nd
ready for use to the da.te of disposal or
withdrawa.l from service). The total
amount of use allowance and deprecia-
tion for an asset (including imputed de-
preciation appUcable to periods prior
to the conversion from the use allow-
ance method as well as deprecIation
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after the conversfon) may not exceed
the total a.cqu1sitlon 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 1nventories. In addition,
adequate deprecia.tion records showing
the amount of deprecia.tlon taken ea.ch
period must also be maintained.
[78 FR 78008. Dec. l!6. 2013. II.Il amended at 79
FR 75886.Dec. 19. 2014]

§ 2OO•.a7 Employee health and welfare
costa.

(a) Costs incurred in accordance with
the non-Federal entity's documented
policies for the improvement of work-
ing conditions, employer-employee re-
lations. employee health. and employee
performance are allowable.
(b) Such costs will be equ1tably ap-

portioned to all activities of the non-
Federal entity. Income generated from
a.ny of these aotlvlties will be credited
to the cost thereof unless such income
has been irrevocably sent to employee
welfare organizations.
(c) L068es 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 because of oper-
a.tlng objectives other than the a.bove
are a.l1owableonly:
(1)Where the non-Federa.l entity can

demonstrate unusual circumstances;
and
(2) With the approval of the cog-

nizant agency for 1ndlrect costs.

§200.438 Entertainment COIIt••
Costs of entertainment, 1ncludlng

a.musement. diversion, and social ac-
tivities and any associated costs are
una.l1owable. except where specific
costs that might otherwise be consid-
ered entertainment have a pro-
grammatic purpose and are author12ed
either in the approved budget for the
Federal award or with prior written ap-
proval of the Federal awa.rding agency.

1200.439

§200.439 Equipment and other capital
expendituree.

(a) See §§200.1S Capital expenditures.
200.88 Equipment, 200.89 Special pur-
pose equipment, 200.48 General purpose
equipment, 200.2 Acquisition cost, and
200.12 Capital assete.
(b) The following rules of allow-

ability must apply to equipment and
other capital expenditures:
(1) Capital expenditures for general

purpose equipment, buildings, and land
a.re unallowable as direct charges, ex-
cept with the prior written approval of
the Fedenl 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 $6.000 or more have the
prior written approval of the Federal
awa.rd1ngagency or pass-through enti-
ty.
(3) Capital expenditures for improve-

ments to Iand, buildings. or equipment
which materially increase their value
or useful Ufe are unallowable as a di-
rect cost except with the prior written
a.pproval of the Federal awarding agen-
cy. or p&ss-through'entity. See §200.436
DepreCiation, for rules on the allow-
ability of depreciation on burIdtnga,
capital improvements, and equipment.
See also §2OO.465 Rental costs of real
property and equipment.
(4)When approved as a direct charge

pursuant to paragraphs (b)(1) 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 awarding
agency.
(Ii) The unamortized portion of any

equipment written off as a result of a
change in capitalization levels may be
recovered by continuing to claim the
otherwise allowable depreciation on
the equipment, or by amortizing the
amount to be written off over a period
of years negotiated with the Federa.l
cognizant agency for indirect cost.
(6) Cost of equipment disposal. If the

non-Federal entity Is instructed by the
Federal awa.rdlng 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 capital ex-
penditures are unallowable as indirect
costs. See 1200.436 Depreciation.
['18 FR 78608, Dec. 36, 2013, as amended Bt 79
FR 75886,Dec.Ill, 2014]

§ 200.440 E][cbange rates.
(a) Cost increases for fluctuations in

exchange rates are allowable costs sub-
ject to the avallab111ty of funding.
Prior approval of exchange rate fluc-
tuations is required only when the
ch!W8'e results 1D the need for addi-
tionaJ Federal funding, or the in-
creased coste result in tile need to 6ig-
niflcantly reduce the scope of the
project. The Federal awa.rding agenoy
must however ensure that adequate
funds are available to cover ourrenoy
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 da.te of the Federal award.
Subsequent adjustments for currency
increases may be allowable only when
the non-Federal entity provides the
Federal awarding agenoy with ade-
quate source documentation from a
commonly used source in effect at the
time the expense was made, and to the
extent that sufficient Federal funds are
available.
[78 FR 78608, Dec. 26, 2013, Il.ll amended at 79
FR 76886,Dec.19, 2014]

§2000441 FiDes, penalties, dam.llces
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 provtstons 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
infringements.

§ 200.442 Fund raiaing and investment
Dlanagement costs.

(a) Costs of organized fund raising,
including financial campaigns, endow-

2 CFR Ch. II (1-1-15 Edtlon)

ment drives, solicitation of gifts and
bequests, and similar expenses incurred
to raise cap1tal or obtain contributions
are unallowable. Fund raising costs for
the purposes of meeting the Federal
program objectives are allowa.ble w1th
prior written approval from the Fed-
eral awarding agency, Proposal costs
are covered in 1200.460 Proposal costs.

(b) Costs of investment counsel and
staff and similar expenses incurred to
enhance income from investments are
unallowable except when associated
with investxpents covering pension,
self-insurance, or other funds which in-
clude Federal participation allowed by
this part,

(c) Costs rela.ted 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 a.ppropriate
share of indirect costs under the condi-
tions described in 1200.413 Direct costs.

§200M3 Gain. and lo•• es OD disposi.
tiOD of depreciable assets.

(a) Gains and Iossea 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 IOS8 to be in-
cluded as a. credit or charge to the ap-
propria.te asset cost grouping(s) 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) Tb.e gain or loss is processed
through a depreciation account and 1s
reflected in the depreciatdon allowable
under 11200.436 Depreoiatlon and 200.439
Equipment and other ca.pital expendi-
tures.

(2) The property is given in exchange
as part of the purchase price of a simi-
lar item and the gain or lOBSis taken
into account in determining the depre-
ciation 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 depreoiation.
(5) Gains and losses arising from

mass or extraordinary sales, retire-
ments, or other dispositions must be
considered on a case-by-case basis.
(c) Ga1n.sor 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 coete.
(d) When assets a.oquired with Fed-

eral funds, in part or wholly, are dis-
posed of, the distribution of the pro-
ceeds must be made in accordance with
§§200.310Insurance Coverage through
200.816Property trust relationship.
['18 FR 78608, Dec. 26, :lO13.as amended at 79
J'R 76886.Dec. 19. 2014]

§ 200,444 General costs of Jovernment.
(a) For states, local governments,

and Indian Tribes, the general costs of
government are unallowable (except as
provided in §2OO.474 Travel costs). Unal-
lowable costs include:
(1) Salaries and expenses of the Office

of the Governor of a state or the chief
executive of a local government or the
chief executive of an Indian tribe;
(2) Sa.larles and other expenses of a

state legislature, tribal council, or
similar local governmental body, such
as a county supervtsor. city council,
school board, etc., whether incurred 'for
purposes of legislation or executive d1-
rection;
(3) Costs 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 Gilneral as
described in 1200.485 Defense and pros-
ecution of criminal and civil pro-
ceedings, ctatms, appeals and patent
infringements); and
(5) Coste of other general types of

government services normally provided
to the general publ1o, such as fire and
polioe, unless provided for as a direct
cost under a program statute or regula-
tion.
(b) For Indian tribes and Councils of

Governments (COGe) (see §200.64Local

§200.446

government), up to 50% of ea.lariee and
expenaes directly a.ttributable 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, 1lO13,8.8 amended at 79
FR 75886, Dec. 19, 2014)

§JOO.446 Goods or .ervicee for per.
sonal \UIe.

(a) Costs of goods or services for per-
sonal use of the non-Federal entity's
employees are unaliowa.ble rega.rdless
of whether the cost is reported as tax-
able income to the employees.
(b) Costs of housing (e.g., deprecia-

tion, ma.intenanoe, utilities, fur-
nishings, rent), housing allowances and
personal living expenses are only al-
lowable as direct costs regardless of
whether reported as taxable Income to
the employees. In addition, to be allow-
able direct costs must be approved in
a.dvance by a Federal awarding ageDCY.

§200.448 Idle facilities and idle capae-
ity.

(a) As used in this section the fol-
lowing terms have the meanings Bet
forth in this section:
(1) Fa.c1l1ties means land and build-

ings or any portion thereof, equipment
individually or collectively, or any
other tangible capital asset, wherever
located, and whether owned or lea.sed
by the non-Federal entity.
(2) Idle facllities means completely

unused fa.cil1ties that are excess to the
non-Federal entity's current needs.
(3) Idle capa.city means the unused

capacity of partially used fac1l1ties. It
is the difference between:
(i) That which a. fa.c1l1ty could

achieve under 100 percent opera.ting
time on a one-shift basis less operating
interruptions resulting from time lost
for repa.irs, setups, unsatisfa.ctory ma-
terials, and other normal delays and;
(11)The extent to which the fa.cil1ty

was actually used to meet demands
during the a.ccounting period. A multi-
shift basis should be used if it can be
shown that this amount of usa.ge would
normally be expected for the type of fa-
cility involved.
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(4) Cost of idle fac1l1ties or idle ca-
pe.city 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 public sa.fety
emergency facilities, telecommuni-
cations, or information technology sys-
tem capacity that is built to withstand
major fluctuations in load, e.g., con-
solidated data centers.
(b) The costs of idle facilities are nn-

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-
onomfoal 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 facili-
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 period. Such costs are allowable,
provided that the capaoity is reason-
ably anticipe.ted to be necessary to
carry out the purpose of the Federal
award or was originally reasonable and
is not subject to reduction or elimi-
nation by use on other Federal awards,
subletting, renting, or sale, 1n 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 ss.me function may be
considered idle fa.c1l1ties.

§200.44'7Insurance and indemnifica·
tion.

(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)

tiv1t1es are allowa.ble subject to the
following l1mltations:
(1) Types and extent and cost of cov-

erage are in accordance with the non-
Federal entity's poUoy and sound busi-
ness practice.
(2) Costs of insurance or of contribu-

tions to any reserve covering the risk
of lOBSof. or damage to, Federal Gov-
erriment property are tmallowable ex-
cept to the extent that the Federal
awarding agency has specifically re-
quired or approved such costs.
(3) Oosts allowed for business inter-

ruption or other similar insurance
must exolude coverage of management
Cees.
(4) Costs of insurance on the lives of

trustees, officers, or other employees
holding positdons of similar respon-
sibilities are allowa.ble only to the ex-
tent that the insurance represents ad-
ditional compensa.tion (see §200.431
Compensation-fringe benefits). The
cost of such insurance when the non-
Federal entity is Identified as the bene-
ficiary is unallowable.
(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)Medical l1ab1l1ty(malpractice) in-

surance. Medical liability insurance is
an allowa.ble cost of Federal research
programs only to the extant that the
Federal research programs involve
huma.n subjects or training of ps.rtici-
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 risk to the population cov-
ered by the Insurance.
(c) Actual losses which could have

been covered by permissible Insurance
(through a self-insurance program or
otherwise) a.re una.llowable, unless ex-
preeslY provided for in the Federal
award. However, C08tSincurred because
of losses not covered under nominal de-
ductible insurance coverage provided
in keeping with sound management
pra.ctice, and minor losses not covered
by insurance, such as spoilage, break-
age, and disappearance of 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 subject to the following pro-
visions:
(1) 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,
provision for known or reasonably esti-
mated 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)(i) 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) Inourred 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 indlreot 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 the 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

§2oo.448

or other techniques resulting in an eq-
uitable 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 impnted interest from the
date of transfer and debt interest, if ap-
plicable, chargeable in accordance with
applica.ble Federal cogntzant; agency
Corindirect cost, claims collection reg-
ulations.
(e) Insurance refunds must be cred-

ited against insurance costs 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.

§100.448 Intellectual property.

(a) Patent costs. (1) The following
costs related to securing patents and
copyrights are allowable:
(I) Costs of prepa.ring disclosures, re-

ports, and other documents required by
the Federal award, and of searching the
art to the extent necessary to make
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 Government; and
(iii) 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 costs).
(2) The following costs related to se-

curing patents and copyrights are unal-
lowable:
(I) Costs of preparing dtsclosures, 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 s.ny foreign patent ap-
plication, or any United States pll,tent
application, where the Federal award
does not require conveying title or a
royalty-free license to the Federal
Government.
(b) Royalties and other costs fOT use of

patents and copyrights. (1) Royalties on
a. patent or copyright or amortization
of the cost of acquiring by purchase a
copyright, patent, or rights thereto,
necessary for the proper performanoe
of the Federal award are allowable un-
less:

(1) The Federal Government a.lready
has a license or the right to free use or
the patent or copyright.
(ii) The patent or copyright has 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 reasonableness where the
royalties may have been arrived at as a
result of less-than-arm's-length bar-
gaining, such as:

(1) Royalties paid to persons, inolud-
ing corporations, e.ff1l1atedwith the
non-Federal entity.
(Ii) Roya.ltles paid to UIlJLffiliated

parties, including corporations, under
an agreement entered into in con-
templation 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 s.ny case involving a patent or

copyright formerly owned by the nOD-
Federal entity, the amount of royalty
allowed must not exceed the cost which
would have been allowed had the non-
Federal entity retained title thereto.
['18FR 78608, Dec. 26, 2013, &8 i.Dlended a.t 79
FR 76886, Dec. 19, 2014]

§200MB 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 en, II (1-1-15 E<ItIon)

assets are allow&ble, subject to the
conditions in this section.
(b)(I) Capital a.ssets is del1ned as

noted in §200.12 Capital aasets. An
asset cost includes (as applicable) ac-
quisition costs, construction costs, and
other costs capitalized in accordance
with GAAP.
(2) For non-Federal entity fiscal

years beginn1ng on or a.fter January I,
2016, intangible assets include patents
and computer software. For software
development projects, only interest &t-
trlbutable to the portion of the project
costs capitalized in accordance with
GAAP Is &Jlowable.

(c) Conditions for all ncm-Federal enti-
ties. (1) The non-Federal entity uses the
capital assete in support of Federal
awards;
(2) The allowable asset costs to ae-

quire rac1l1ties and equipment are lim-
ited to a fair market value available 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
tra.nsaction (that Is, a transaction with
an unrelated third party); or claims re-
Imbursement of actua.l interest cost &t
a rate avallable via such a transaction.
(4) The non-Federal entity limits

claims for Federal reimbursement of
interest costs to the least expensive al-
terna.tlve. For example, a oapital lease
ma.y be determined less costly than
purchasing through debt financing, In
which case reimbursement must be
limIted to the amount of interest de-
termined if leasing had been used.
(6) The non-Federal entity expenses

or capitalizes allowa.ble interest cost in
accordance with GAAP.
(6) Earnings generated by the invest-

ment of borrowed funds pending their
disbursement for the asset coste are
used to offset the current period's al-
lowable interest cost, whether that
cost is expensed or capitalized. Earn-
ings Ilubject to being reported to the
Federal Interna.l Revenue Service
under arbitrage requirements are ex-
cludable.
(7) The following conditions must

apply to debt &rrangements over $1
million to purchase or construct facili-
ties, unless the non-Federal entity
makes an initial equity contribution to
the purchase or 25percent or more. For
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this purpose, "initial equ1ty contribu-
tion" means the amount or value of
contributions made by the non-Federal
entity for the acquisition of facilities
prior to occupancy.
(i) The non-Federal entity must re-

duce claims ror reimbursement of in-
terest oost by an amount equal to im-
puted interest earningS on excess cash
flow attributable to the portion of the
facility used for Federal awards.
(ii) 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 1n!lows and outflows, re-
gardless of the fUndiDgsource. For this
purpose, inflows consist of Federal re-
Imbursernent for depreciation, amorti-
zation of capitaliud construction in-
terest, and annual interest cost. Out-
Dowsconsist 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 oa.sh inflows

and outflows, the non-Federal entity
must divide the annual amounts deter-
mined in step (1) by the number of
months in the year (usually 12) that
the building is in service.
(C) For any month in which cumu-

lative cash inflows exceed cumulative
outflows, interest must be calculated
on the excess inflows for that month
and be treated as a reduction to allow-
able interest cost. The rate of interest
to be used must be the three-month
Treasury b1ll closing 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
I, 1980,or for land and equipment after
September 1, 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 asset costs of SI million or
more, as outlined in paragraph (c)(7) of
this section. For this purpose, a non-
Federal ent1ty must consider only casb
inflows and outflows attributable to
that portion of the real property used
for Federal awards.
(8) Additional conditions for IHEs.

For costs to be aJIowable, 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) Additional 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-
quisitions of capital assets that oc-
curred after that date.
(g) The interest allowab1l1ty provi-

sions of this section do not apply to a
nonprofit organ1zation subject to "full
coverage" under the Cost Accounting
Standards (CAS), as defined at 48 CFR
9903.201-2(a).The non-Federal entity's
Federal awards are instead subject to
CAS 414 (48 CFR 9904.414),"Cost of
Money as an Element of the Cost of Fa-
cilities Capital", and CAB417 (48CFR
9904.417),"Cost of Money as an Element
of the Cost of Capital Assets Under
Construction".

I 200.410 ~b,.m.-.
(a) The cost of certain influencing ac-

tivities associated with obtaining
grants, contracts, cooperative agree-
ments, or loans is an unallowable cost.
Lobbying with respect to certain
grants, contracts, cooperative agree-
ments, and loans is governed by rel-
evant statutes, including among ota-
ers, the provisions of 31 U.S.C. 1352,as
well as the common rule, "New Re-
strictions on Lobbying" published at 55
FR 6786(February 26, 1990),including
definitions, and the Office of Manage-
ment and Budget "Governmentwide
Guidance for New Restrictions on Lob-
bying" and notices published at 54 FR
52306(December 20, 1989),55 FR 24540
(June IS, 1990),57 FR 1772(January 16,
1992),and 61 FR 1412(January 19, 1996).
(b) Executive lobbying costs. Costs

incurred In attempting to improperly
inn uence eitber 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 regula.tory matter
are unallowable. Improper 1n11uence
means any influence that iDduces 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 fol-
lowing restrictions are applicable to
nonprofit organizations and lHEs:

(1) Costs 8.6Ilociated with the fol-
lowing activities are Unallowable:

(i) Attempte to influence the out-
comes of any Federal. state. or local
election, referendum. initiative, or
similar procedure, through in-kind or
cash contributions, endorsements, pub-
licity. or similar activity;

(11)Establishing. administering, 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-
fiuencing the outcomes of elections iD
the United States;

(iii) Any attempt to influence:
(A)The introduction of Federal or

state legisla.tion;
(B) The enactment or modification of

a.ny pending Federal or state legisla·
tion through communication with any
member or employee of the Congress or
state legislature (including efforts to
1n11uencestate or local officials to en-
gage in similar lobbying activity);

(C) The enactment or modification of
any pending Federal or state legisla.-
tion by preparing. distributing. or
using publicity or propaganda. or by
urging members of the general public,
or any segment thereof. to contribute
to or participa.te in any ma.es dem-
onstration. march. rally. fund ra.ising
drive, lobbying campaign or letter
writing or telephone campa.1gn;or

(D) Any government oIDcial or em-
ployee in connection with a decision to
sign or veto enrolled legislation;

(iv) Legisla.tive l1a.1sona.ctivitiee. In-
cluding a.ttendance at legislative see-
sions or committee hearings, gathering
infonnation regarding legislation, and
analyzing the effect of legislation,
when such activities are carried on in
support of or in knowing preparation
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 paragrapb
(c)(1)of this section:

(1) Technical and fa.ctual presen-
tations on topics directly related to
the performance of a grant. contract.
or other agreement (through hearing
testimony. statements, or letters to
the Congress or a state legislature, or
subdivision. member. or cognizant staff
member thereof), in response to a docu-
mented request (iDcluding a Congres·
atonal 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·
afon, or a cognU.a.nt staff member
thereof. provided such information Is
readily obtainable and can be rea.d11y
put In deliverable 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 scheduled Congres-
sional hearing pursuant to a written
request for aueh presentation made by
the Chairman or Ranking Minority
Member of the Committee or Bub-
committee conducting such hearings;

(ii) Any lobbyiI!g made unallowable
by paragraph (c)(1)(111)of this section
to 1n11uencestate legislation in order
to directly reduce the cost. or to avoid
material impairment of the non-Fed-
eral entity's authority to perform the
grant, contract, or other agreement; or

(1ii)Any activity specifically author-
ized by statute to be undertaken with
funds !rom the Federal award.

(Iv) Any activity excepted !rom the
definitions of "lobbying" or "influ-
encing legislation" by the Internal
Revenue Code provisions that require
nonprofit organizations to limit their
participation in direct and "grass
roots" lobbying activities in order to
retain their charltable deduction sta-
tus and avoid punitive excise taxes,
I.E.C. §§501(cXS),501(b),4911(a),includ-
ing:

(A) Nonpartisan analysiS. study. or
research reports;

(B) Examinations and discussions of
broad social. economic, and similar
problems; and

(C) Information provided upon re-
quest by a legislator for technical ad-
vice and aBBistance.as defined by I.R.C.

164

DATTACHMENT _ -
I'lk> 1.ftJPAGE _ OF _ PAGES



OMB Guidance

§4911(d)(2)and 26 CFR 56.491l-2(c)(1}-
(c)(S).
(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-
dares of 1200.41SDirect costs.
(vi) The non-Federal entity must sub-

mit as part of its annual indirect
(F&A) cost rate proposal a certification
tbatthe requirements and standards of
this section have been complied with.
(See also §200.U5 Required certm-
oations.)
(v1i)(A)Time logs, ca.lendars, or simi-

lar records s.re not required to be cre-
ated for purposes of complying with
the record keeping requirements in
§200.302 Finanoia.l management with
respect to lobbying costs during any
partioular calendar month when:
(1) The employee engages in lobbying

(as defined in P8.1'aeTaPhs (c)(1) and
(c)(2) of this section) 25 percent or lees
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 bas not
materially misstated allowable or un-
allowable costs of any nature, includ-
ing legiBlative lobbying costs.
(B) When conditions in paragraph

(c)(2)(v11)(A)(1)and (2) of this section
are met, non-Federal entities are not
required to estabUsh records to support
the allowabiUty of cla.1medcosts in ad-
dition to records already required or
maintained. Also, when conditions in
paragraphs (c)(2)(vii)(A)(l) and (2) of
this seotion s.re met, the absenoe 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 consultation with OMB,
any significant questions 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 purposee of inter-

§200AS3

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.

§ lloo.461 Losses on other awards or
contracts.

Any excess of costs over income
under any other a.wa.rdor contract of
any nature is unallowable. This in-
cludes, but is not llmited to, the non-
Federal entity's contributed portion by
reason of cost-sharing agreements or
any under-recoveries through negotia-
tion of flat amounts for indireot (F&A)
coets. Also, any excess of costs over au-
thorized funding levels transferred
from any award or contract to another
award or contract is unallowable. All
loesee are not allowa.ble indirect (F&A)
costs and are required to be included in
the appropriate indirect cost rate base
for allocation of indirect costs.

§200.452 Maintenance and repair
cosis.

Costs incurred for ut1l1tles, insur-
ance, security, 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 emcient operating condi-
tion, are allowable. Coste incurred for
improvements which add to the perma-
nent value of the buildings and equip-
ment or appreciably prolong their in-
tended life must be treated as capital
expenditures (see §200.4S9Equipment
and other cap1tal expenditures). These
costs are only allowable to the extent
not paid through rental or other agree-
ments.

§200.4l53 Materials and supplies costs,
iDcluding C08&8 of computine de-
vices.

(a) Costs incurred for materials, sup-
plies, and fabricated parts necessary to
carry out a Federal award are allow-
able.
(b) Purchased materials and supplies

must be charged at their actual prices,
net of applicable credits. WithdrawalB
from general stores or stockrooms
must be charged at their actual net
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COBtunder any recognized method of
pricing inventory withdrawals. conaist-
ently applied. Incoming transportetdon
charges are a proper part of materials
and supplies costs.

(c) Materials and supplies used for
the performance of a. Federal award
may be charged as direct costs. In the
specific case of computing devices,
charging as direct costs is allowable for
devices that are essential and allo-
cable, but not solely dedicated, to the
performance of a Federal award.

(d) Where federally-dona.ted 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 amended at 79
FR 7588'1, Dec. 19,20HI

t 200.454 Memberships, subllCriptions,
and profe8lional activity coats.

(a) Costs of the non-Federa.l entity'S
membership in business, technica.l, and
professional organiza.tioDs are allow-
able.

(b) Oosts of the non-Federal entity's
subscriptions to business, professional,
and technical periodicals are allowable.

(0) Oosts of membership in any orvtc
or community orga.n1zation are allow-
able witb prior approval by the Federal
a.warding agency or pass-through enti-
ty.

(d) Costs of membership in any COUD-

try club or social or dining club or or-
ganiza.tion are unallowable.

(e) costs of membership in orga.niza-
tions whose primary purpose is lob-
bying are unallowable. See also §200.450
Lobbying.

§200.455 Organization costs.
Costs sucb as incorporatIon fees, bro-

kers' rees, fees to promoters, organizers
or management consultants, attorneve,
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 eupport costs as defined

in §200.75Participant support costs are
allowable with the prior approval of
tbe Federal awarding agency.

2 CFRCh. II (1-1-15 Edition)

t 200.457 Plant and security costs.
Necessary and reasonable expenses

incurred for protection and security of
facilities, personnel, and work products
are allowable. Such costs include, but
are not limited to, wages and uniforms
of personnel engaged in seourity activi-
ties; equipment; barriers; prot.ective
(non-military) gear, devices, and equip-
ment; contractual security services;
and consultants. Capital expenditures
for plant security purposes are subject
to 1200.489 Equipment and other capital
expendituree.
[78 FR 78608, Dec. 26. 2013, as amended at 79
FR 76887.Dec. 19.2014]

§2OO.4lI8 Pre-a'ward costll.

Pre-award costs are those incurred
prior to the effective date of the Fed-
eral award directly pursuant to the ne-
gotiation and in antactpatdon of the
Federal award where such costs are
necessary for efficient and timely per-
formance of the scope of work. Such
costs are allowable only te the extent
that they would bave been allowable if
incurred after the date of the Federal
award and only with the written ap-
proval of the Federa.l awarding agency.

1200.459 Profe8sional service costs.
(a) Costs of professional and consult-

ant services rendered by persons wbo
are members of a particular profession
or possess a special Skill, and wbo are
not officers or employees of the non-
Federal entity, are allowable, subject
te paragraphs (b) and (c) when reason-
able in relation to the services ren-
dered and wben not contingent upon
recovery of the costs from the Federal
Government. In addition, legal and re-
lated services are limited under
§200.435 Defense and prosecution of
crim1nal and civil prooeedings, claims,
appeals and patent 1nfrtngements.

(b) In determining the allowab11ity or
costs in a partioular case, no single fac-
tor or any speoial combination of fac-
ters is necessarily determinative. How-
ever, the following factors are relevant:

(1) The nature and scope of tbe serv-
1.cerendered in relation te the service
required.

166

ATI ACHMENT -..•••Q -...
PAGE ••0.Q....Of •••h!? PAGES



OMBGuidance

(2) The neceBSity of contracting for
the service, considering the non-Fed-
eral entity's cap&bility in the par-
ticular area.
(3) The past pattern of such costs,

particularly in the years prior to Fed-
eral awards.
(4) The Impact of Federal awards on

the non-Federal entity's business (i.e.,
what new problems have arlsen).
(5) Whether the proportion of Federal

work to the non-Federal entity's total
busmess 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 l1ttle relation-
ship to work under Federal awards.
(6) Whether the service can be per-

formed more economically 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-
tdon of the service, estimate of time re-
quired, rate of compensation, and ter-
mination provisions).
(c) In add1tion 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 ava1l-
able or rendered.

f JOO.460 Propoeal coate.
Proposal oosts are the costs of pre-

paring bids, proposals, or appl1cat1ons
on potentiaJ Federal and non-Federal
awards or projects, including the devel-
opment of data necessary to support
the non-Federal entity's bids or pro-
posals. Proposal costs of the current
accounting period of both successful
and unsucceesful bids and proposals
normally should be treated as indirect
(F&A) costs and allocated ourrently to
aJI activities of the non-Federal entity.
No proposaJ costs of past accounting
periods wi]] be allocable to the current
period.

§200.461 PubHcation and printing
eosts.

(a) Publication costs for electronic
and print med1a, including distribu-
tion, promotion, and general handling

§2oo.463

are allowable. If these costs are not
Identifiable with a particular cost ob-
jective, they should be allocated as in-
direct costs to aJl benefiting activities
of the non-Federal ent1ty.
(b) Page charges for professional

journal publ1cations are allowable
where:
(l) The publ1catlons report work sup-

ported by the Federal Government; and
(2) The oharges are levied impartlal1y

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.

S200.462 Rearrangement and reeon-
version 00&18.

(a) coste 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 award 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 rehab1lltation of the non-Federal en-
tity's facilities to approximately the
same condition exiBting immediately
prior to commencement of Federal
awards. lese oosts related to normal
wear and tear, are allowable.

§200.468 Recruitiq costs.
(a) Subject to paragraphs (b) and (c)

of this sectdon, 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 om~ necessary to secure
and maintain an adequate sta.1I, 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 inctdent to recruitment of new
employees, are allowable to the extent
that such costs are incurred pursuant,
to the non-Federal entity's standard
recruitment program. Where the non-
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Federal entity uses employment agen-
cies, coste not in excess of standa.rd
commercial ra.tes for such services are
allowable.
(b) Special emoluments, fringe bene-

fits, and salary allowances 1ncurred to
lI.ttract professional personnel that do
not meet the test of reasonableness or
do Dot conform with the established
practices of the non-Federal entity, are
unallowable.
(c) Where relocation coste 1ncurred

incident to recruitment of a new em-
ployee have been funded in whole or 1n
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-Federa.l en-
tity wlll be 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 visa coste (&8

opposed to longer-term. immigration
visa.s) are generally allowable expenses
that may be proposed as a direct cost.
Since short-term visa.s are issued for a
specific period and purpose, they can be
clearly identified as di~tly connected
to work performed on a Federal award.
For these coste 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 conBistent 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. llO13. as &mendeda.t 79
FR 75887.Dec. 19. 20141

§200.464 RelocatiOD CON of employ·
ees.

(a) Relocation costs are costs inci-
dent to the permanent ohange of duty
assignment (for an 1ndefinite 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 (1-1-15 EdlHon)

(1) The move is for the benefit of the
employer.
(2) Reimbursement to the employee

is in accordance with an established
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 costa for

current employees are limited 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 location.
(2) The costa 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) Closing costs, 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 8 per cent or the sales price of the
employee's former home.
(4) The continuing costs of 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 raloca-
tion. such as the costs of cancel1ng an
unexpired Ieaae, transportation of per-
sonal property, and purchasing insur-
ance against loss of or damages to per-
sonal property. The cost of canceling
an unexpired lease is l1mlted to three
times the monthly rental.
(c) Allowable relocation coste for new

employees are limited to those de-
scribed in paragraphs (b)(l) and (2) of
t.h1s section. When relocation costs in-
curred incident to the recruitment of
new employees have been oharged to a
Federal award and the employee reo
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 ita
share of the cost. However, the coste of
travel to an oversea.s location must be
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considered travel costs in accordance
with 1200.474 Travel costs, and not this
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 costs related to re-
location are unallowable:
(1) Fees and other costs assooiated

with acquiring a new home.
(2) A 1088 on the sale of a former

home.
(3) Oontfnulng mortgage prinCipal

and interest payments on a home being
sold.

(4) Income taxes paid by an employee
related to reimbursed relocation costs.
[78 FR 788011.Dec. 26. 2013. as 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 paragraphs (b) through (d) of
this section. rental costs are allowable
to the extent that the rates are reason-
able in light of such factors as: rental
costs of oomparable property, if any;
market conditions in the area; alter-
natives available; and the type. life ex-
pectanoy, condition, and value of the
property leased. Rental arrangements
should be reviewed periodioally to de-
termine if oircumstances have changed
and other options are available.

(b) Rental costs under "sale and lea.se
back" arrangements are allowable only
up to the amount that would be al-
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 "Iess-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 less-than-artn's-length lease ie
one under which one party to the lea.ee
agreement is able to control or sub-
stantiaJly influence the actions of the
other. Such leases include. but are not
limited to those between:
(1) Divisions of the non-Federal enti-

ty;

§2OO.465
(2) The non-Federal entlty under

common control through common offi-
cers, directors, 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 exam-
ple, the non-Federal entity mayestab-
lish & separate corporation for the sole
purpose of owning property and leasing
it back to the non-Federal entity.

(4) Family members include one
party with any of the following rela-
tionships to another party:
U) Spouse, and parents thereof;
(11) Children, and spouses thereof;
(iii) Parents, and spouses thereof;
(iv) Siblings, and spouses thereof;
(v) Grandparents and grandchildren.

and spouses thereof;
(vi) Domestic partner and parents

thereof, including domestic partners of
any individual in :I through 5 of this
definition; and

(vii) Any individual related by blood
or affinity whose close association with
the employee is the equivalent of a
family relationship.

(5) Rental costs under leases which
a.re required to be treated as 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
Ieaee agreement was executed. The pro-
visions of GAAP must be used to deter-
mine whether a lease is a capital lease.
Interest oosts related to capital leases
are allowable to the extent they meet
the criteria in §200.449 Interest. Unal-
lowa.ble costs include amounts paid for
profit, management tees, and taxes
that would not have been incurred had
the non-Federal entity purchased the
property.
(6) The rental of any property owned

by any individuals 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.

169

ATTACHMENT _ .D _ _.

PAGE .•.g2....OF _.J.~ .. PAGES



§2OO.466

§200.466 Scholarships and 8tudent aid
costa.

(a) Costs of ooholarships, fellowships,
and other programs of student aid at
IBEBare 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
awa.rding'agency. However, tuition re-
mission and other forms of compensa-
tion paid as, or in lieu of, wages to stu-
dents performing necessary work are
allowable provided tha.t:
(1) The individual is conducting ac-

tivities neceesarv to the Federal
award;
(2) Tuition remission and other sup-

port are provided in accordance with
established 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 8.8 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 pe.yments are

reasonable compensation for the work
performed and are conditioned explic-
itly upon the performanoe of necessary
work; and
(5) It is the IRE's practice to simi-

larly compensate students under Fed-
eral awards as well 8.8 other activities.
(b) Charges for tuition remission and

other forms of compensation paid to
students as, or inJteu of, sa.laries and
wages must be subject to the reporting
requirements in §200.430 Compensa-
tion--pensonal services, and must be
treated 8.8 direct or indirect cost in ac-
cordance with the actual work being
performed. Tuition remission may be
charged on an average rate ba.sis. See
also 1200.481 Compensation-fringe ben-
efits.

§200.467 Sening and marketing coste.
Costs of selling and marketing any

products or services of the non-Federal
entity (unless allowed under §200.421
Advertising and public relations.) are
unallowable. except as direct costs.
with prior approval by the Federal

2 CFRCh.n (1-1-15 Edition)

awarding a.gency when necessary for
the performance of the Federal award.

I 200.468 Specialized Hnice faclllties.
(a) The costs of services provided by

highly complex or special1£ed,facilities
operated by the non-Pederal entity,
such 8.8 computing fac1l1t1es,wind tun-
nels, and reactors are allowable, pro-
vided the charges for tbe services meet
the conditions of either paragraphs (b)
or (c) of this seotion, and, in addition,
take into a.coonnt any items of income
or Federal finanoing that qualify 8.8 ap-
plfcable credits under 1200.406 Applica-
ble credits.
(b) The coste of such services, when

material. must be charged directly to
applicable awards based on actual
usage of the services on the basil! 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 usa.ge by the non-Federal enti-
ty for internal purposes, 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 applisd oosts of the prevtous pe-
riod(s).
(0) Where the costs incurred for a

service are not material, they may be
allocated as indirect (F&A)costs.
(d) Under some extraordinary cir-

cumstances, where it is in the best in-
terest of the Federal Government and
the non-Federal entity to establish al-
ternative costing arrangements, such
arrangements may be worked out with
the Federal cognizant agency for indi-
rect costs.

I 200.469 Student activity costs.
Costs incurred for intramural activi-

ties, student publications, student
clubs, and other student aotivities, are
unallowable. unless specifica.lly pro-
vided for in the Federal award.

§200.470 T~es (including Value
Added Tax).

(a) For states. local governments and
Indian tribes:
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(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 polioies that
dieproportionately affect Federal pro-
grams.
(2) Gaeoline taxes, motor vehicle

fees, and other taxes that are in effect
user fees for benefite provided to the
Federal Government are allowable.
(3) This provision does not restrict

the authority of the Federal awardiDg
agency to identify taxes where Federal
participation Is inapprOpriate. Where
the identifica.tion of the amount of un-
allowa.ble taxes would require an inor-
dinate amount of effort, the cognizant
agency for indirect coste may accept a
reasonable apprOximation thereof.
(b) For nonprofit organizations and

IHEs:
(1) In general, taxes which the non-

Federal entity is required to pay and
which are paid or a.ccrued 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-
lowable, except for:
(1)Taxes from which 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 necessary exemption certificates,
(li) Special aasessmenta on land

whioh represent capital improvements.
and
(111)Federal1noome 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 reduction 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, a.nd penalty will be paid or
credited to the Federal Government
only to the extent that such interest
accrued over the period during wh1ch
tbe non-Federal entity has been reim-
bursed by the Federal Government for
the taxes, intereet, and penalties.

§2oo.471

(c) Value Added Tax (VAT) Foreign
taxes charged for the purchase of goods
or servioes that a.non-Federal entity is
legally required to pay in country is an
allowable expense under Federal
awards. Foreign tax refunds or applica-
ble credits under Federa.l awards refer
to receipte, 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
a.ccrued or received by the non-Federal
entity relate to allowable cost. these
oosts 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-Federa.l
entity may reduce the Federal share of
costs by the amount of the foreign tax
reimbursement, or where Federal
award bas not expired, use the foreign
government tax refund for approved ac-
tivities under the Federa.l award with
prior approval of the Federal a.warding
agency.

§200.471 Termination costs.
Termination of a Federal award gen-

era.lly gives rise to the incurrence of
coste, or the need for speoial treatment
of costs, which would not ba.ve 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 provisions 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 such items are reason-
a.bly usable on other work of tbe non-
Federal entity. the Federal awa.rding
agency ehould consIder the non-Federa.l
entity's plans and orders for current,
and scheduled aotivity. Contempora-
neous purchases of common items by
the non-Federal entity must be re-
garded as evidence that such items are
reasona.bly usable on the non-Federa.l
entity's other work. Any a.cceptance 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 rea.sonable 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
failure 01 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 speotal tooling, special ma-

chinery, or equipment Is not rea.son-
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 terml-
na.ted portion of the Federal award
bears to the entire terminated Federal
award and other Federal awards for
which the specia.l tooling, machinery,
or equipment was acquired.
(d) Rental costs under unexpired

leases are generally allowable where
clearly shown to have been reasonably
necessary 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 reB80nable
use value of the property leased for the
pertod of the Federal award and such
further period as may be reasonable,
and
(2) The non-Federal entity makes all

reasonable efforts to terminate, Il.88lgn,
settle, or otherwise reduce the cost of
such lea.se. 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 rea.sonable

2 CFRCh.n (1-1-15 Edtlon)

restoration required by the provisions
01the lease.
(e) Settlement expenses Including the

following are generally allowable:
(1) Aocounting, legal, clerical, and

stmtlar costs reasonably necessary for:
(I) The prepara.tion and presentation

to the Federal awarding agency of set-
tlement claims and supporting data
with respect to the termlna.ted portion
of the Federal award, unlass the termi-
nation is for cause (see Subpart D-
Post Federal Award Requirements of
this part, 1§200.338 Remedies for Non-
compliance through 200.342 Effeots of
Suspension and termination); and

(11) The termina.tion and settlement
of subawards.
(2) Reasonable coats for the storage,

transportation, protection, and disposi-
tion of property provided by the Fed-
eral Government 01' acquired or pro-
duced for the Federal award.
(f) Claims under subawards, including

the allocable portion of claims which
are common to the Federal award and
to other work of the non-Federal enti-
ty, are generally allowable. An appro-
pria.te share of the non-Federal entity's
indirect costs may be allocated to the
amount of settlements with contrac-
tors and/or subrecipients, provided tha.t
the amount allocated is otherwise con-
sistent with the basic guidelines con-
tained in 1200.414 Indirect (F'&A)costs.
The indirect costs so allocated must
exclude the same and similar costs
cla.imed directly or indirectly as settle-
ment expenses.'

t 100,472 Training aDd education costs,
The cost of training and education

provided for employee development is
allowa.ble.

t 200.473 TranSporlatiODcosts.
Costs incurred for freight, ezprese,

cartage, postage, and other transpor-
ta.t1cn services relating either to goods
purchased, in process, or delivered, are
allowable. When such costs can readily
be ident1f1ed 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 ma.de, inbound transportation cost
may be charged to the appropriate in-
direct (F&A) cost accounts if the non-
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Federal entity follows a consistent, eq-
uitable procedure in this respect. Out-
bound freight, if reimbursable 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
omcial business of the non-Federal en-
tity. Such costs may be charged on an
actual ccst basis, on a per diem or
mileage basil! in lieu of actual coste in-
curred, or on a combination of the two,
provided the method used is applied to
an entire trip and not to selected days
of the trip, and results in charges con-
sistent with those normally allowed in
like circumstances in the non-Federal
entity's non-federally-funded activities
and in accordance with non-Federal en-
tity's written tra.vel reimbursement
policies. Notwithstanding the provi-
sions of §200.444 General costs of gov-
ernment, travel costs or officials cov-
ered by that section are allowable with
the prior written approval of the Fed-
eral awarding agency or PASS-through
entity when they are specifioally re-
lated to the Federal award.

(b) Lodging ana subsistence. Costs in-
curred by employees and officers for
travel, including costs oflodglng, other
subsistence, and incidental expenses,
must be considered reasonable and oth-
erwise allowable only to the extent
such costs do not exceed charges 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
neoessa.ry to the Federal award; and

(2) The costs are reasonable and con-
sistent with non-Federal entity'S es-
tablished travel policy.

(c)(l) Temporary dependent care
costs (as dependent is defined in 26
U.S.C. 152) above and beyond regular
dependent ca.re 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 polley for all entity travel; and

(111) AIe 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 §200.432Conferences.

(d) In the absence of an acceptable,
written non-Federal entity policy re-
garding travel costs, the rates and
amounts established under 5 U .S.C.
5701-11, ("Travel and Subsistence Ex-
penses; Mileage Allowances"), or by
the Administrator of General Services,
or by the President (or his or her des-
Ignee) pursuant to any prcvtstons of
such subchapter must apply to travel
under Federal awards (48 CFR 31.205-
46(1.».

(e) Commercial air travel. (1) Airfare
costs in excess of the basic least expen-
sive unrestricted accommodations
class offered by commercial airlines
are unallowa.ble except when such ac-
commodations would:

(1)Require circuitous routing;
(11) Require travel during unreason-

able hours;
(l1i) Excessively prolong travel;
(1v) Result in add1tional costs that

would offset the transportation sav-
ings; or

(v) Offer accommodations not reason-
a.bly 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 business-
class airfare to be allowable in such
cases.

(2) Unless a pattern of avoidance Is
detected, the Federal Government wlll
generally not questton a non-Federal
entity's determinations that cus-
tomary standard airfare or other die-
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) AiT travel by other than commercial

carrier. Costs of travel by non-Federal
entity-owned, -leased, or -chartered
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aircraft include the cost of lease, char-
ter, operation (including personnel
costs), maintenance. depreciation, in-
surance, and other related costs. The
portion of such costs tha.t exceeds the
cost of airfare as provided for in para-
graph (d) of this sectton, is unallow-
able.
['18FR 78608, Dec. 26, 2018, as amendedat 79
FR 7588'1.Dec. 19. 2014]

1200.476. ~
Travel and subsistence costs of trust-

ees (or directors) at IHEs and nonprofit
crganizations are allowable. See also
§200.474 Travel costs.

Subpart F-AudH Requirements
GENERAL

§200.500 Purpose.
This part Bets forth standards for ob-

ta1ni.ng 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. A non-Federal enti-

ty that expends 5750,000 or more during
the non-Federal entity's fiscal year in
Federal awards must have a single or
program-specific audit conduoted for
that year in accordance With the provi-
sions of this part.
(b) Single audit. A non-Federal entity

that expends 1750,000 or more during
the non-Federal entity's fiBOaIyear in
Federal awards must have a single
audit conducted in accordance with
1200.514 SOOPfl of a.udit except when it
elects to have a program-specific audit
conducted in accordance with para-
graph (c) of this sectton.
(c) Program-specific audit election.

When an auditee expends Federal
awards under only one Federal pro-
gram (excluding R&D) and the Federal
program's statutes, regulations, or the
terms and conditions of the Federal
award do not require a financial state-
ment audit of the auditee, the auditee
may eleot to have a program-specific
audit conducted tn accordance With
§200.507 Program-spec1f1caudits. A pro-
gram-specif1c audit may not be elected

2 CFRCh. II (1-1-15 Edillon)

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 subrectptent, approves in advance
a program-specific a.udit.
(d) Exemption when Federal awards ex-

pended are less than S750,OOO. A non-Fed-
eral entity that expends less than
$750,000 during the non-Federal entity's
fiscal year in Federal awards is exempt
from Federal audit requirements for
that year, except as noted in 1200.503
Relation to other audit requirements,
but records must be available for re-
view or audit by appropriate officia.ls
of the Federal agency, pass-through en-
tity, and Government Accountability
Offlce (GAO).
(e) Federally Funded Research and De-

velopment Centers (FFRDC). Manage-
ment of an auditee that owns or oper-
ates a FFRDC may elect to treat the
FFRDC &8 a separate entity for pur-
poses of this part.
(f) SubTectpients a1u1 Contractors. An

auditee may simultaneously be a re-
cipient, a' subrectptent, and a con-
tractor. Federal a.wards expended as a
recipient or a. subrectptent are subject
to audit under this part. The payments
received for goods or services provided
as a contractor are not Federa.l awards.
Section §200.830 Subrecipient and con-
tractor determinations sets forth the
considerations in determining whether
payments constitute a Federal award
or a payment for goods or services pro-
vided as a contractor.
(g) Compliance responsibility for con-

tractors. In most cases, the auditee's
cornpltance respoDsib111tyfor contrac-
tors Is only to ensure that the procure-
ment, receipt, and payment for goods
and services comply With Federal stat-
utes, regula.tions. and the terms and
conditions of Federal awards. Federal
award compliance requirements nor-
mally do not paB8through to contrac-
tors. However, the auditee is respon-
sible for ensuring compliance for pro-
curement transactions which are struc-
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, regulatdons, and the terms
and conditions of Federal awards.
(h) For-pro/it subrecipient. Since this

part does not apply to for-profit sub-
recipients, the pass-through entity is
responsible' for establishing require-
ments, as necessary, to ensure compli-
ance by for-profit subrecipients. The
agreement with the for-profit sub-
recipient must describe applicable
compliance requirements and the 10r-
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 §200.831 Requirements for pass-
through entities.
['18 FR 7ll608, Dec. 26, 2013, IIoS amendedat 79
FR 76887,Dec. 19, 2014J

§200.502 ~. for determining Fed·
eral awards expended.

(a) Determining Federal awards ex-
penaea. The determination of when a
Federal award is expended must be
based on when the activity rela-ted to
the Federal award occurs. Generally,
the activity 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, cooperative agree-
ments, and direct appropriations; the
disbursement of funds to subrecipients;
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 dtsbursement of
amounts entitling the non-Federal en-
tity to an interest subsidy; and the pe-
riod when insurance is in force.
(b) Loan ana loan guarantees (loans).

Since the Federal Government is at
riek 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 as 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 audit period bal-

ance of loans from previous years for
which the Federal Government imposes
continuing complianoe requirements;
plus
(3) Any interest subsidy, cash, or ad-

ministrative cost allowance received.
(c) Loan and loan guarantees (loans) at

IHEs. When loans are made to students
of an IHE but the !HE 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 this part when
the Federal statutes, regulattons, and
the terms and conditions of Federal
awards pertaining to such loans impose
no contlnuing 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 a.udit period in which
the funds are still restrioted.
(f) Free rent. Free rent received by

itself is not considered a Federal award
expended under this part. However, free
rent received as part of a Federal
award to caITYout a Federal program
must be included in determining Fed-
eral awards expended and subject to
audit under this part.
(g) Valuing non-cast: assistance. Fed-

eral non-cash assistance, 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 Federal agency.
(h) Medicare. Medicare payments to a

non-Federal entity for providing pa-
tient care services to Medicare-eligible
individua.ls are not considered Federal
awards expended under this part. .
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(1)Medicaid. Medioaid payments to a
subreciplent 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 InI the Na-

tional Credit Union Administration. 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.
['18 FR 78608,Dec. 26. :KI13,as amended at 79
FR 76887,Dec. 19, 2014]

§200.503 Relation to other audit reo
quirements.

(a) An audit conducted in accordance
with this part must be in Ueu of any fi-
nancial audit of Federal awards which
a non-Federal entity is required to un-
dergo under any other Federal statute
or regulation. To the extent that sucb
audit provides a Federal agency with
Lhe information it requires to carry
out its responsibilities under Federal
statute or regulation, a Federal agency
muet rely upon and use that informa-
tion.
(b) Notwithstanding subsection (a), a

Federal a.gency, Inspectors General, or
GAOmay conduct or arrange for addi-
tional audits which are neoessa.ry to
carry out its responsibilities under
Federal statute or regulation. The pro-
visions of this part do not authorize
any non-Federal entity to oonstrain, in
any manner, such Federal agency from
carrying out or arranging for suoh ad-
ditlomi.l audits, except that the Federal
agency must plan such audits to not be
duplicative of other audits of Federal
awards. Prior to commencing such an
audit, the Federal agenoy or pailS-
through entity muet review the FAC
for recent audits submitted by the non-
Federal entity, and to the extent euoh
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 CFR Ch. II (1-1-15 EdItIon)

upon work performed, including the
audit documentation, sampltng', 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 official. For example, re-
quirements that ·may be a.ppl1cable
under the FAR or CAS and the terms
and conditions of a cost-reimbursement
contract may 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 appl1-
cable Federal statutes and regulations,
arrange for funding the full cost of
such additional audits. .
(e) Request for a program to be au-

dited as a major program. A Federal
awarding agency 1l).ayrequest that an
auditee have a particular Federal pro-
gram audited as a major program in
lieu of the Federal awarding agency
conducting or arranging for the addi·
tiona.l a.udits. 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
auditor, should promptly respond to
such a request by informing the Fed-
eral awarding agency whether the pro-
gram would otherwise be audited as a
major program using the risk-based
audit approach described in 1200.518
Major program determination and, if
not, the estimated incremental cost.
The Federal a.warding agency muet
then promptly confirm to the audttee
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 reo
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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o 200.504 Frequency of audit..
Except for the provtstons for biennial

audits provided in paragraphs (a) and
(b) of this section, audits required by
this part must be performed annually.
Any biennial audit must cover both
years within the biennial period.

(8) A state, local government, or In-
dian tribe that is required by constitu-
tion or statute, in effect on January I,
1987, to undergo its audits less fre-
quently than annually, is permitted to
undergo its audits pursuant to this
part bienniallY. 'l'his requirement must
still be in effeot for the biennial period.

(b) Any nonprofit organization that
had biennial audits for all biennial pe-
riods ending between July 1. 1992,and
January 1, 1995, is permitted to under-
go its audits pursuant to this part bi-
ennially.

1200.000 BanctiODB.

In oases of oontinued inability or un-
wil11ngnessto have an audit oonducted
in accordance with this part, Federal
agencies and pa.se-through entities
must take appropriate action as pro-
vided in §200.338 Remedies for non-
compUance.

§ 200.506 Audit C08Ui.

See §200.425 Audit services.

§ 200.607 PrograDHpeeifte audits..
(a) PrQgram-speci/ic audit guide avail-

able. In many cases, a program-specific
audit guide will be available to provide
specific guidance to the auditor with
respect to internal controls, compli-
ance requirements, suggested audit
procedures, and audit reporting re-
quirements. A 111ltingof current pro-
gram-specific audit guides can be found
in the oompliance supplement begin-
ning with the 2014 supplement includ-
ing Federal awarding agency oonta.ct
information and a Web site where a
oopy of the guide can be obtained.
When a current program-speoific audit
guide 15 available, the auditor must
follow GAGAS and the guide when per-
forming a program-speoific a.udit.

(b) Program-specific audit guide not
available. (1) When a current program-
spectnc audit guide is not available,
the audltee and auditor must have ba-
sically the same responsibilities for the

§200.507

Federal program as they would have
for an audit of 8 major program In a
single audit.

(2) The audItee must prepare 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 t 200.511 Audit. findings follow-up,
para.gra.ph (b), and a oorrectlve action
plan consistent with the requirements
of §200.511 Audit findings follow-up.
pa.ragraph (c).

(3) The auditor must:
(I) Perform an audit of the financia.l

statement(s) for the Federal program
in accordance with GAGAS;

(ii) Obtain an understanding of inter-
nal controls and perform tests of inter-
nal controls over the Federal program
consistent with the requirements of
§200.514Soope of audit, paragraph (c)
for a major program;

(111)Perform procedures to determine
whether the auditeB has complied with
Federal statutes, 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
§20D.514Soope of audit. paragraph (d)
for a major program;

(Iv) Follow up on prior audit findings,
perform procedures to a.sse88 the rea-
sonablene88 of the summary schedule
of prior audit findings prepared by the
auditee in accordance with the require-
ments of 5200.511Audit findings follow-
up, and report, as a current year audit
finding, whsn the auditor concludes
that the summary schedule of prior
audit findings materially misrepre-
sents the status of any prior audit find-
ing; and

(v) Report any audit findings con-
sistent with the requirements of
§2OO.516 Audit 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 seotion. The auditor's report(s)
must state that the audit was con-
ducted in accordance with this part
and include the following:
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(i) 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 accounting
policies;
(ii) A report on internal control re-

lated to the Federal program, which
must describe the scope of testing of
internal control and the results of the
tests;
(iii) A report on compliance which in-

cludes an opinion (or discla.1mer of
opinion) as to whether the aud1tee
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 audi-
tor's results relative to the Federal
program in a format consistent with
§200.516 Audit reporting, paragraph
(d)(I) and findings and questioned costs
consistent with the requirements of
§2OO.615Audit reporting, pe.ragra.ph
(d)(S).
(c) Report submission for :JTfogTam-spe-

ci[ic audits. (1) Tbe audit must be com-
pleted and the reporting required by
paragraph (c)(2) or (c)(3)of this section
submitted within the earlier of 30 cal-
endar days acter receipt of the audi-
tor's report(s), or nine months a.fter
the end of the audit period, unless a
different period is specifl.ed in a pro-
gram-specific audit guide. Unle88 re-
stricted by Federal law or regulation,
the auditee must make report copies
available for public inspection.
Auditees and auditors must ensure
that their respective parts of the re-
porting package do not include pro-
tected personally identifiable informa-
tion.
(2) When a program-specific audit

guide is available, the auditee must
electronically submit to the FAC the
data collection form prepared in ac-
cordance with §200.612Report 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-specfnc audit

guide is not available, the reporting
package for a program-specific audit

2 CFR Ch. II (1-1-15 Edition)

must consist of the financial state-
mentes) of the Federal program, a sum-
mary schedule of prior audit findings,
and a correotive action plan as de-
scribed in paragraph (b)(2) of this sec-
tion, and the auditor's repart(s) de-
scribed in paragraph (b)(4) of this sec-
tion. The data collection form prepared
in accordance with §200.512Report sub-
mission, paragraph (b), aI! applicable to
a progra.m-sllecific audit, and one copy
of this reporting package must be elec-
tronically submitted to the FAC.
(d) Other sectum« of this part mall

appili. Program-specif1c audits are sub-
ject to:
(1)200.500P\U'POsethrough 200.503R&-

lation to other audit requirements,
paragraph (d);
(2) 200,504 Frequency of audits

through 200.506Audit costs;
(3) 200.50BAuditee responsib1Utles

through 200.509Auditor selection;
(4)200.511Audit findings follow-up;
(5) 200.512Report submiBSion, para-

graphs (e) througb (h);
(6) 200.513Responsibilities;
(7) 200.516Audit findings through

200.517Audit documentation;
(B)200.521Management decision, and
(9) Other referenced provisions of this

part unless contrary to the provisions
of this sectton, a program-speCific
audit guide, or program statutes and
regulations.
[78 FR 78608. Dec. 116,3018, 8.8 amended at '19
FR 76887,Dec. 19, 2014]

AUDJTEES

§ 200.1108 Allditee ft.poBsibilities.
The &uditeemust:
(a) Procure or otherwise arrange for

the audit required by this part in ac-
cordance with §200.509Auditor selec-
tion, and ensure it is properly per-
formed and submitted when due in ac-
oordance with §200.512Report submis-
sion.
(b) Prepare appropriate financial

statements, including the schedule of
expenditures of Federal awards in ac-
cordance with §200.610Financial state-
ments.
(c) Promptly follow up and take 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 §200.511Audit f1ndings follow-up.
paragraph (b) and §200.511Audit find-
ings follow-up. para.gra.ph (c). respec-
tively.
(d) Provide the auditor with access to

personnel. accounts. books. records.
supporting documentation. and other
information as needed for the auditor
to perform the audit required by this
part.

1200.509 Auditor aelection.
(a) Auditor pr()curement. In procuring

audit eervices, the auditee must follow
the procurement standards prescribed
by the Procurement Standards in
§§200.317 Procurement by states
through 20.326Contract provieions of
Subpart D- Post Federal Award Re-
Quirements of thiB part or the FAR (48
CFR part 42), as applicable. When pro-
curing audit services, the objective is
to obtain high-quality audits. In re-
questing proposals for a.udit services,
the objectives and scope of the audit
must be made clear and the non-Fed-
eral entity must request a copy of the
audit organtsatdon'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 the responsive-
ness to the request for proposal, rel-
evant experience, availability of staff
with professional qualifications and
techDical abilities, the resulte of peer
and external quality control reviews,
and price. Whenever pOBBlble. the
auditee must make positive efforts to
utilize small bnsmeeees, minority-
owned firms, and women's business en-
terprises, in procuring audit services as
stated in 1200.321Contracting with
small and minority busmesees, wom-
en's buemese enterprises, and labor
surplull area firms, or the FAR (48CFR
part 42),as appllcable.
(b) ReJtriction em auditor preparing in-

direct cost proposal:s. An auditor who
prepares the indireot cost proposal or
cost allocation plan may not alBobe se-
lected to perform the audit required by
this part when the indirect costs recov-
ered by the auditee during the prior
year exceeded $1 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 used to recover costs.
(c) Use of Federal auditors. Federal

auditors may perfonn all or part of the
work required under this part if they
comply fully with the requirements of
this part.

§200.610 FilUlDclalstatemeDiII.
(a) Financial statements. The auditee

must prepare flnancial statements that
reflect its financial position, results of
operations or changes in net assets,
and, where a.ppropriate, cash flows for
the fiscal year audited. The financial
statements must be for the same orga-
Diutional unit and fiscal year that is
chosen to meet the requirements of
this part. However, non-Federal entity-
wide f1nancial statements ma.y also in-
clude departments, agenciee, and other
orga.n1utional units that have separate
audits in a.ccon1ance with §200.514
Scope of audit, paragraph (a) and pre-
pare separate f1nancial statements.
(b) Schedule of expenditures of Federal

awards. The auditee must also prepare
a schedule of expenditures of }l'ederal
awards for the period covered by the
auditee's f1nancial statements which
must include the total Federal awards
expended as determined in accordaDce
with §200.502 Basis for determining
Federal awards expended. While not re-
quired. the auditee may choose to pro-
vide information requested by Federal
awarding agencies and pass-through
entities to make the schedule easier to
use. For example, when a Federal pro-
gram has multiple Federal award
years, the auditee may list the amount
of Federal awards expended for each
Federal award year separa.tely. At a
minimum, the schedule must:
(1) List iildividual 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 &.geneyname. 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 exa.mple, 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 pass-
through entity and identifying number
aBBignedby the pa.ss-through entity
must be included.
(8) Provide total Federal awards ex-

pended for each individual Federal pro-
gram and the CFDA number or other
identifying number when the CFDA in-
formation is not available. 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 outstanding
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 policies 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.
[78 FR 78608, Dec. 116,2013. a.s amendedat 79
FR 75887.Dec. 19. 2014]

f 200JH1 Audit fincliDgafollow·up.
(a) General. The auditee is responsible

for follow-up and corrective action on
all audit findings. As part of this re-
sponsibility, the a.uditee must prepare
a summary schedule of prior audit find-
ings. The auditee must also prepare a
corrective action plan for current year
audit findings. The summary schedule
of prior audit findings and the correc-
tive action plan must inolude the ref-
erence numbers the auditor assigns to
audit findings under 1200.516 Audit
findings, paragraph (c). Since the sum-
mary schedule may include audit find-
ings from multiple years, it must in-
clude the fiBC&lyear in which the find-
ing initially occurred. The corrective
action plan and summary schedule of
prior audit f'mdings must include 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. The summary schedule of

2 CFRCh. II (1-1-15 Edition)

prior audit findings must report the
status of all audit findings included in
the prior audit's schedule of findings
and questioned costs. The summary
schedule must also include a.udit find-
ings reported in the prior a.udit's sum-
mary schedule of prior audit findings
except audit findings listed as cor-
rected in accordance with paragrapb
(b)(I) of this section, or no longer valid
or not w8J,Tantingfurther 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 corrective actton W&Btaken.
(2) When audit findings were not cor-

rected or were only partially corrected,
the summary schedule must describe
the reasons for the finding's recurrence
and planned corrective action, and any
partia.l corrective actaon taken. When
corrective action taken Is significantly
different from corrective a.ction pre-
viously reported in a corrective action
plan or in the Federal agency's or pass-
through entity's mana.gement decision,
the summa.ry schedule must provide an
.explanation.

(3) When the auditee believes the
audit findings are no longer valid or do
not warrant further action, the reasons
for this position must be described in
the summary schedule. A valid reason
for considering an a.ndit finding as not
warranting further action is tha.t all of
the following have occurred:
(i) Two years have pa.ssed since the

audit report in which the finding oc-
curred W&Bsubmitted 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 W&Bnot

1BBued.
(c) Corrective action plan. At the com-

pletion of the audit, the auditee must
prepare, 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 corrective actron
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planned, and the anticipated comple-
tion date. If the a.uditee does not agree
with the a.udit findings or believes cor-
rect1ve a.ction Is not required, then the
corrective a.ction plan must include an
expla.na.t1onand specific reasons.

t 200.512 Report In1bmiuioD.
(a.) General. (1) The audit must be

completed and the da.ta collection form
described in paragraph (b) of this sec-
tion and reporting package described in
paragraph (c) of this section must be
submitted within the earUer of 30 cal-
endar days a.fter receipt of the audi-
tor's report(s), or nine months arter
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 business day.
(2)Unless restricted by Federal stat-

utes or regulations. the auditee must
make copies ava.1lable for public in-
spection. Auditees and auditors must
ensure that their respective parts 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 this part reporting
pa.ckages and the data collection form.
All Federal agencies, pass-througb en-
tities and others interested in a report-
ing package and data collection form
must obtain it by accessing the FAC.
(1)The auditee mlllit submit required

data elements described in Appendix X
to Part 200-Data Collection Form
(Form SF-8AC). which state whether
the audit was completed in accordance
with this part and provides informa.-
tion about the audttee, its Federal pro-
grams. and the resul ts of· the audi t.
Tbe data must include information
avallable from the audit required by
this part that Is necessary for Federal
agenCies to use the audit to ensure in-
tegrity for Federal programs. Tbe data
elements and format must be approved
by OMB. availa.ble from the FAC. and
include collections of infonnat1on from
tbe reporting pa.ckage described in
paragrapb (c) of this section. A senior
level representative of the audltee
(e.g., state controller, director of fi-
nance, chief executive orncer, or chief
fl.nancial officer) must sign a state-
ment to be included as pa.rt cf the data

§200.512

collection that says 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 infonnation included in itB
entirety is accurate and complete. and
that the FAC is authorized to make the
reporting pa.ckage and the form pub-
licly available on a Website.

(2) Exception for Indian Tribes and
Tribal Organizations. An auditee tha.t is
an Indian tribe or a tribal organization
(as defined in the Indian Self-Deter-
mination, Education and Assistance
Act (lSDEAA), 25 U.S.C. 450b(1»may
opt not to authorize the FAC to make
the reporting package publ1cly avail-
able on a Web site, by excluding the au-
thorization for the FAC publication in
the statement described in paragraph
(b)(l) of this section. If this option is
exercised, the auditee becomes respon-
sible for submitting the reporting
package directly to any pass-through
ent1ties through which 1t has received
a Federal award and to pass-through
entities for which the summary sched-
ule of prior audit findingB reported the
status cf any findings related to Fed-
eral awards that the paB8-through enti-
ty provided. Unless restricted by Fed-
eral statute or regulation. if the
auditee opts not to authorize publica-
tion, it must make copies of the report-
ing package available for publ1c inspec-
tion.
(3)Using the Infonnation 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 pa.rt of the data oollec-
tion form that indicates. a.t a min-
imum, the source of the information
included in the form, the a.uditor's re-
sponsibility for the information, that
the form is not a substitute for the re-
porting package described in paragraph
(c) of this sectron, and that the content
of the form is limited to the collection
of information prescribed by OMB.
(e) Reporting package. The reporting

package must include the:
(1) Financial statements and sched-

ule of expenditures of Federal awards
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discussed in §200.610Financial state-
ments, paragraphs (a) IlJld (b), respec-
tively;
(2) Summary schedule of prior audit

:!lndings dtscussed in §200.611Audit
findings follow-up, paragraph (b);
(8) Auditor's report(s) discussed in

§200.616Audi t reporting; and
(4) Corrective action plllJl discussed

in 1200.511Audit findings follow-up,
pa.ra.graph(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-
gra.ph (c) of this section.

(e) Requests for management letters
issued by the auditor. In response to re-
quests by a Federal agency or p&88-
through entity, auditees must submit a
copy of any management letters issued
by the auditor.

(f) Report retention requirements.
Auditee8 must keep one copy of the
da.ta 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 1'11efor
three yearB from the date of submis-
aion to the FAC.
(g) FAC responsibilities. The FACmust

make avatlable the reporting packages
received in accordance with paragraph
(c) of thiB seotdon and 1200.507Pro-
gram-specific audits, paragraph (c) to
the public, except for Indian tribes ex-
erctstng the option in (b)(2)of thiS sec-
tion, and ma.1ntain 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.
(b) 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. 26, 2018, a.s amended at 79
FR 75887,Dec. 19. 2014)

FEDERALAGENCIES

1200.518 Responsibilities.
(a)(l) Cognizant agency for audit re-

sponsibilities . .Anon-Federal entity ex-
pending more thllJl S60million a year in
Federal awards must have a cognizant
agency for audit. The de8ignated cog-

2 CFR Ch. II (1-1-15 Edition)

nizant agency for audit must be the
Federal awarding agency that provides
tbe predomtnllJlt amount of direct
funding to II. non-Federal entity unless
OMB designates a specific cognizant
agency Cor audit.
(2) To provide for continuity of cog-

nizance, the determination of the pre-
dominllJlt amount of direct funding
must be based upon direct Federal
awards expended in the non-Federal en-
tity's fiscal years ending in 2009,2014,
2019 and every fifth year thereafter.
For example, a.udit cognizance for peri-
ods ending in 2011through 2015will be
determined baBed on Federal awards
expended in 2009.
(3) NotwithBtanding the manner in

which audit cognizance is determined,
a Federal awarding agency with cog-
nisanee for an auditee may reB.8Bign
cogniza.nce to another Federal award-
ing agency that provides subeta.ntial
funding and agrees to be the cognizant
agency for audit. Within 30 calendar
days after any reassignment, both tbe
old Bondthe new cognizant agency for
audit must provide notice of tbe
change to the FAC, tbe auditee, and, if
known, the auditor. The cognizant
agency ror audit must:

(1) Provide technical audit advice and
liaison assistance to auditees and audi-
tors.

(11) Obta.In 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 qua.lity 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 Q.ua.lity issues, including rec-
ommendataons for a.ny ohanges to ap-
plicable requirements, standArdB and
procedures indicated by the results of
the project. This governmentwtde audit
quality project must be performed once
every 6 years beginning in 2018 or at
such other Interval as determined by
OMB,and the resulte must be public.
(111)Promptly inform other affected

Federal agencies and appropriate Fed-
eral law enforcement officials of IlJlY
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direct reporting by the audi tee or itil
auditor required by GAGASor statutes
and reg'ulatdons.
(iv) Advise the community of inde-

pendent auditors of any noteworthy or
important factua.l trends related to the
quality of a.udits stemming from qual-
ity control reviews. 81gn1ficant prob-
lems or quality issues consistently
identified through qua.lity control re-
views of audit reports must be referred
to appropriate state Ucensing agencies
and professional bodies.
(v) Advise the auditor, Federal

a.wardlng agenCies, and, where appro-
priate, the audttee 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 notlfy
the auditor, the auditee, and applicable
Federal awarding agencies and pass-
through entities of the facts and make
recommendations for follow-up action.
Major 1nadequacles or repetitive sub-
standard performance by auditors must
be referred to appropriate state licens-
ing agencies and proresstonal bodies for
disciplinary action.
(vi) Coordinate, to the extent prac-

tical, audits or reviews made by or for
Federal agenoies that are in addition
to the audits made pursuant to this
part, so that the additional audits or
reviews bulld upon rather than dupli-
cats audits performed in accordance
with this part.
(vii) Coordinate a management deci-

sion for cross-cutting audit findings (as
defined in 1200.SO Cross-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.
(v11:1)Coordinate the audit work and

reporting responsib111ties among audi-
tors to achieve the most cost-effective
a.udlt.
(Ix) Provide advice to auditees as to

how to handle changes in fisca.l years.
(b) Oversight agency for audit re-

sponsib1l1ties. An auditee who does not
have a designated cognizant agency for
audit will be under the general over-
sight of the Federal agency determined

§200.513

in accordance with §200.73 Oversight
agency for audit. A Federal agency
with oversight for an auditee may reas-
sign oversight to another Federal agen-
cy that agrees to be the oversight
agency for audit. Within SO calendar
days after any reassignment, both the
old and the new oversight agency for
audit 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-

sponsib1l1ties normally performed by a
cognizant agency for audit.
(c) Federa.l awarding agency respon-

slb111ties.The Federal awarding agency
must perform the following for the
Federal awards 1t makes (See also the
requirements of §200.210 Information
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 technical advice· and

counsel to auditees and auditors as re-
quested.
(3) Follow-up on audit findings to en-

sure that the recipient takes appro-
priate and timely corrective action. As
part of audit follow-up, the Federal
awarding agency must:
(1) Issue a management dectsion as

prescribed in 1200.521 Management de-
cision;
(ii) Monitor the recipient taking ap-

propriate and timely corrective action;
(iii) Use cooperative audit resolution

mechanisms (see §200.25 Oooperatdve
audit resolution) to improve Federal
program outcomes through better
audit resolution, follow-up, and correc-
tive action; and
(iv) Develop a baseline, metrics, and

targets to track, over time, the effec-
tiveness of the Federal agency's proc-
ess to follow-up on audit flndings and
on the effectiveness of Single Audits in
improving non-Federal entity account-
ab1l1ty and their use by Federal award-
ing agencies in making award deci-
sions.
(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 requirements most
likely to cause improper payments,
fraud, waste, abuse or generate audit
finding for which the Federal 'awarding
agency will take sanctions.

(6) Provide OMB with the name of a
single audit accountable offioial from
among the senior policy offioials of the
Federal awarding agenoy who must be:

(i) Responsible for ensuring that the
agency fulfills all the requirements of
paragraph (c) of this sectaon 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
baaed upon metrics 8.S described in
paragraph (c)(3)(1v)of this section.

(iii) Responsible for designating the
Federal agency's key management sin-
gle audit liaison.

(6) Provide OMB with the name of a
key management single audit liaison
who must:

(i) Serve as the Federal awarding
aglincy's management point of contact
for the single a.udit 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-
tities; providing input on single audit
and follow-up policy; eIihancing the
utility of the FAC; and studying ways
to use single audit results to improve
Federal award accountability and best
practices.

(iii) OVersee training for the Federal
awarding agency's program manage-
ment personnel related to the single
a.udit 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 follow-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 CFRCh. II (1-1-15 Edition)

(viii) Support the Federal awarding
agency's single audit accountable offi-
cial's mission.
['18 FR 786Oll,Dec. 26, 2013, 80S amendedat 79
FR 75887. Dec.19. 2014]

AUDITORS

1200.614 Scope of audit.
(a) General. The lIouditmust be oon-

ducted in accordance with GAGAS. The
audit must cover the entire operations
of the auditee, or, at the option of the
auditee, such a.udit must include a. Be-
l1es of audib; that cover departments,
agencies. and other organiza.tional
units that expended or otherwise ad-
ministered Federal awards during such
audit period, provided tha.t each such
aud1t must encompass the financial
statements and schedule of expendi-
tures of Federal awards for each such
department, agency. and other organi-
zational unit, which must be oonsid-
ered to be a.non-Federal entity. The fi-
nancla.l statements and schedule of ex-
penditures of Federal IIowardSmust be
for the same a.udit period.

(b) Financial statements. The auditor
must determine whether the financial
statements of the auditee are presented
fairly in all matel1al respects in ac-
cordance with genera.lly 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 Internal Control in the
Federal Government issued by the
Comptroller General of the United
States and the Internal Control-Inte-
grated Framework, issued by the Com-
mittee of Sponsoring Organizat1ons of
the Treadway Commission (COSO).

(2) In addition to the requirements of
GAGAS. the a.uditor must perform pro-
cedures to obtain an understanding of
internal control over Federal programs
suffio1ent to plan the audit to support
a. low assessed level of control risk of
noncompliance for major programs.

(3) Except as provided in paragra.ph
(0)(4) of this section, the auditor must:
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(1) Plan the testing of internal con-
trol over compliance for major pro-
grams to support a low assessed level
of control risk for the assertions rel-
evant to the oompliance 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 detecting
noncompliance, the planning and per-
forming of testing described in para-
graph (c)(3) of this section are not re-
quired for thoee compliance require-
ments. However, the auditor must re-
port a significant deficiency or mate-
rial weakness in accordance with
§200.516 Audit findings, aseees the re-
lated control 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 GAGAS, the auditor
must determine whether the audltee
has complied with Federal statutes,
regulations, 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 compliance req uire-

ments applicable 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 fol-
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 sucb
other auditing procedures necessary to

§200.515

provide the auditor sufficient appro-
priate audit evidence to support an
opinion on compl1ance.
(e) Audit follow-up. The auditor must

"follow-up on prior audit findings, per-
form procedures to &.Seessthe reason-
ableness of the summary schedule of
prior audit findings prepared by the
auditee in accordance with §200.511
Audit findings foHow-up paragraph (b),
and report, as a current year audit
finding, when the auditor concludes
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 procedures regardless of
whether a. prior aud1t finding relates to
a major program ~ the current year.
(f) Data CoUection Form. As required

in §200.512 Report submtssfon para-
graph (b)(3), the auditor must complete
and sign specified sections of the data
collection form.
[78 FR 78608. Dec. 26, 2013. 8.l3 amended at 79
FR 75887, Dec, 19. 2014]

§200.615 Audit reporting.
The a.uditor's report(s) 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 was conduoted in ac-
cordanoe with this part and include 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 accepted accounting princtples
and an opinion (or disclaimer of op1n-
ion) as to whether the schedule of ex-
penditures of Federal awards is fairly
stated in all material respects in rela.-
tion to the finanoial 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 which could have a
material effect on the financial state-
ments. This report must describe the
scope of testing of internal oontrol and
compliance and the results of the tests.
and, where applicable, it will refer to
the separate schedule of findings and
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questioned costs described in para-
graph (d) of this section.
(c) A report on compliance for ea.ch

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 oplnion or disclaimer of opin-
ion a.s to whether the auditee complied
with Federal statutes, regulatiOns, and
the terms and conditions of Federal
awards which oould have a direct and
material effect on each major pro8T8Jll
and refer to the separate schedule of
findings IlJldQ.uestionedcosts described
in paragraph (d) of this section.
(d) A sohedule of findings and ques-

tioned costs which must Include the
following three components:
(1) A summary of the auditor's re-

sults, which must include:
(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 disclaimer of opinion);
(H) Where appl1cable, a statement

about whether l!ignifica.nt deficiencies
or material weaknesses in internal con-
trol were disclosed by the audit of the
tinancial statements;
(11i)A statement a.e to whether the

audit disclosed any noncompliance
that is material to the financial state-
ments of the auditee;
(tv) Where applicable, a statement

about whether significant deficiencies
or material weaknesses in internal con-
trol over major programs were dis-
closed by the audit;
(v) The type or report the auditor

issued on compliance for major pro-
grams (I.e., unmodified opinion, quali-
tied oplnion, 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 findings paragraph (a):
(vii) An identification of major pro-

grams by listing each individual major
program; however in the ca.se of a clus-
ter of programs only the cluster name
as shown on the Schedule 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 §200.518

2 CFRCh. n (1-1-15 Edition)

Major program detennination para-
graph (b)(I), or (b)(3)when a recaloula-
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 acoordance with GAGAB.
(3) Findlngs and questioned costs for

Federal awards which must include
a.udit findings as defined in §200.616
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 flDding. Where practical,
audit findings should be organized by
Federal agency 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)(3) of this section, respec-
tively, must be reported in both sec-
tions of the schedule. However, the re-
porting in one section of the achedule
may be in summary fonn with a ref-
erence to a detailed reporting in the
other section of the schedule.
(e) Nothing in this part precludes

oombining of the audit reporting re-
quired by thls 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
(Fonn SF-SAC).
[78 FR '/86Oll,Dec. 28, lI013, &S amended at 79
FR 75887,Dec. 19, 2014]

§200.616 Audit finclinp.
(a) Audit findings Teportea. The audi-

tor must report the follOWingas audit
findings In a schedule of findings and
questioned oosts:
(1) Significant deficienCies and mate-

rial weaknesseB in internal control
over major programs and significant
inatances of abuse relating to major
programs. The auditor's determination
of whether a deficiency in internal con-
trol is a signlfioant detioiency or mate-
rial weakness for the purpose of report-
ing an audit finding 15in relation to a
type of compliance requirement for a

186

ATIACHMENT ..9._ .._.._.
PAGE __._l!Q--- OF _..~~_. PAGES



OMB Guidance

major program identified in the Com-
pliance Supplement.
(2) Ma.terial noncomplia.nce 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 noncompl1a.ncewith the pro-
visions of Federal statutes, regula-
tions, or the terms a.nd conditions of
Federal awards 1smaterisJ for the pur-
pose of reporting a.n audit find1ng is 1n
relation to a type of compliance re-
quirement for a major program 1dentl-
fied in the complia.nce supplement.
(3) Known questioned costs that are

greater than $25,000for 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
(likely questioned costs), not just the
questioned costs specifically 1dent11led
(known questioned costs). The auditor
must also report known questioned
costs when likely questioned costs are
greater than $25,000for a type of com-
plla.nce requirement for a major pro-
gram. In reporting questioned costs,
the auditor must 1nolude 1nformation
to prov1de proper perspective for judg-
ing the prevalence a.nd consequences of
the questioned costs.
(4) Known questioned oosts that are

greater tha.n $25,000for 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 prooedures Cor
such a Federal program; therefore, the
auditor will normally not find ques-
tioned costs for a program that is not
audited as a major program. However,
if the auditor does become aware oC
questioned costs for a Federal progra.m
that Is not audited as a major program
(a.g., as part of audit follow-up or other
audit procedures) a.nd the known ques-
tioned costs are greater than $25,000,
then the audl tor must report this as an
audit finding.
(5) The circumstances concerning

why the auditor's report on compliance
for each major program is other than
an unmodified opinion, unless such cir-
cumstances are otherwise reported as

§2oo.516

audit findings 1n the schedule of find-
Ings and questioned costs for Federal
awards.
(6) Known or likely fraud affecting a

Federal award, unless such fraud is
otherwise reported as a.n audit finding
In the schedule of findings and Ques-
tioned costs Cor Federal awards. Thie
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 reports under the di-
rect reporting requirements of GAGAS.
(7) Insta.nces where the results of

audit follow-up procedures disclosed
that the summa.ry schedule of prior
audit findings prepared by the auditee
1n accordance with §200.511Audit find-
ings follow-up, paragraph (b) materi-
ally misrepresents the status of a.ny
prior audit finding.
(b) Audit finding detail and clarity.

Audit findings must be presented in
sufficient detail a.nd clarity for the
auditee to prepare a corrective action
plan and take corrective action, a.nd
for Federal agencies a.nd pass-through
entities to arrive at a management de-
cision. The Collowing specifiC informa-
tion must be included, as applicable, in
audit findings:
(1) Federal program and specific Fed-

eral award identification including the
CFDAtitle a.ndnumber, Federal award
identification number and year, name
of Federal agency, and name of the ap-
plicable pass-through entity. Wben 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 speciCic require-

ment upon which the audit finding is
based. 1ncluding the Federal statutes,
regulationl!, or the terms and condi-
tions of the Federal awards. Criteria
generally iQentify 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.
(S) The condition found, Includ1ng

facta that support the defic1ency Iden-
tified in the audit finding.
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(4) A etatement of cause that identi-
fies the reason or explanation for the
condition or the factors responsible for
the difference between the situation
that exists (condition) and the required
or desired state (criteria). which may
also Herve a.e a ba.eis for recommenda-
tions for corrective aotion.

(5) The posslble &8Btlrtedeffect to
provide suffioient information to the
auditee and Federal &geney, or pass-
through entity in the case of a sub-
reoipient, to permit them to determine
the cause and effect to facilitate
prompt and proper corrective action. A
statement of the effect or potential ef-
fect should provide a clear, logical link
to establish the impact or potential
impact of the difference between the
condition and the criteria.
(6) Identiflcation of questioned costs

and how they were computed. Known
questioned costs must be identified by
applicable CFDA number(e) and appli-
cable Federal award Identification
number(e).
(7) Information to provide proper per-

speotive for judging the prevalence and
consequencee of the audit findings,
such a.ewhether the audit findings rep-
resent an isola.ted instance or a. eys-
temic problem. Where appropriate, in-
stances ident1fl.ed must be related to
the universe and the number of cases
examined and be qua.ntified in terme of
dollar value. The auditor should report.
whether the sampling wa.e a statis-
tically valld sample.
(8) Identification of whether the

a.udit finding was a repeat of a finding
in the immediately prior audit and if
80 any applicable prior year a.udit 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 num/}ers. Each audit

finding in the schedule of findings and
questioned oosts must include a ref-
erence number in the format meeting
the requirements of the data collection
form submission required by §200.512
Report submiseion, par&graph (b) to
allOWfor easy referencing of the audit
findings during follow-up.

2 CFR Ch. II (1-1-15 Edition)

1200.617 Audit dOCWDeDtatiOD.
(a) Retention of audit documentation.

The auditor must retain audit docu-
mentation and reports ror 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 in writing by the cognizant &gency
for audit, oversight agency for audit.
cognizant agency for indirect costs, or
pass-through entity to extend the re-
tention period. When the auditor is
aware that the Federal agency, pass-
through entity, or a.uditee is con-
testing an audit finding. the auditor
must contact the parties contesting
the audit finding for gu1dance prior to
destruction of the audit documentation
and reports.
(b) ACCes3 to audit documentation.

Audit documentation must be made
available upon request to the cognizant
or oversight agency for audit or 1ts des-
ignee, cognizant agency for indirect
cost. a Federal agency, or GAOat the
completion of the audit, as part of a
quality rev1ew, to resolve audit find-
ings, or to carry out oversight respon-
sibilities consistent with the purposes
of this part. Access to audit docu-
mentation includes the right of Federal
agencies to obtain copies of a.udit docu-
mentation, as is reasonable and nec-
essary.

§200.618 MaJor progrllJD determilUl-
tiOD.

(a) GeneTal. The auditor must use a
risk-based approach to determine
which Federal programs are major pro-
grams. This risk-based approach must
1ncludeQOns1derat1on of: current and
prior a.udit experience. oversight by
Federal agencies and pass-through en-
tities. and the inherentr1sk of the Fed-
eral 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 Fede1'&1programs,
which must be labeled Type A pro-
grams. Type A programs are defined as
Federal programs with Federal awarde
expended during the audit period ex-
ceeding the levels outlined in the table
In th1s paragraph (b)(l):
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Total FedeI8lllWllrds 81(.
pended

$150,000.

Type AlB Ihreshold

Equal 10 or ellIlHd $750,000
buI leis lhen or equal 10
$25 rrdllon.

Exceed $25 mlllon buI ••••
!han or oquel ID$100 ••••
lion.

ExC88d S100 mllllon buI leIS
Ihan or •••••• ID$1 billion.

Exceed $1 billon buI ••••
Ihan or •••••• ID,10 bililll1.

Exceed $10 bMon buI _
lhlln or 8ql.aI1D $20 bIIIDn.

Eloceod$20 -. .••.•.••.. _•._

TOlaI ".deralawards ex·
pendelllmN .03.

$3 million.

TDIBI ".dllral awards ex·
pended __ .003.

$30 mllian.

Total Fede,. award. ex·
pended IImea .0015.

(2) Federal programs not labeled
'rype A under paragraph (b)(l) of this
section must be labeled Type B pro-
grams.
(3) The inclusion of large loan and

loan guarantees Ooans) must not result
in the exclusion of other programs as
Type A programs. When a Federal pro-
gram providing loans exceeds four
times the largest non-loan program it
is considered 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 ccnsidered
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
or Federal awards expended under a
loan program Is determined as de-
scribed in §200.502Basis for deter-
mining Federal awardBexpended.
(4) For biennial audits permitted

under §200.504Frequency of audits, the
determinatton 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

identlIy Type A programs which are
low-risk. In making this determina-
tion, the auditor must consider wheth-
er the requirements in §200.519Criteria
for Federal program risk paragraph (c),
the results of audit follow-up, or any
changes in personnel or systems affect-
ing the program indicate significantly

§200.518

inoreased risk and preclude the pro-
gram 1rom being low risk. For a Type
A program to be considered low-risk, it
must have been audited 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 bien-
nial audit), and, in the most recent
audit period, the program must have
not had:
(1) Internal control deficiencies

whicb were identified as material
weaknesses in the a.uditor's report on
internal control for major programs as
required under §200.515Audit report-
ing, paragraph (0);
(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
(i11)Known or likely questioned costs

that exceed five percent of the total
Federal awards expended for the pro-
gram.
(2) Notwithstanding paragraph (c)(l)

of this section, OMB ma.y approve a
Federal awarding a.genoy'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 as
a major program each year at a. par-
ticular recipient to allow the Federal
awarding a.gency to oomply with 81
U.S.C, 3515. The Federal a.warding
agency must notify the recipient and,
if known, the a.uditor of OMB's ap-
proval at least 180calendar days prior
to the end of the fiscal year to be au-
dited.
(d) Step three. (1) The auditor must

Identify Type B programs which are
high-risk using professional judgment
and the oriteria in 1200.519Criteria for
Federal program risk. However, the
auditor Is not required to Identify more
high-risk Type B programs than at
least one fourth the number of low-risk
Type A programs identified as low-risk
under Step 2 (paragraph (c) of this sec-
tion). Except for known material weak-
ness in internal control or compliance
problems as discussed in §200.619Cri-
teria for Federal program risk para-
graphs (b)(l), (b)(2), and (0)(1), a Single
criteria in risk would seldom cause a
Type B program to be considered high-
risk. When Identifying whioh Type B
programs to risk assess, the auditor is
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encouraged to use an approaoh which
provides an opportunity for d1fferent
high-risk Type B programs to be au-
dited as major over a period of time.
(2) The auditor is not expected to per-

form risk aeseeements on relatively
small Federal programs. Therefore, the
auditor Is only required to perform risk
assessmenta on Type B programs that
exceed twenty-five percent (0.25)of the
Type A threshold determined in Step I
(paragraph (b) of this section).
(e) Step fOUT. At a minimum, the

aud1tor must aud1t 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 oomply with the per-
centage of coverage rule discussed in
paragraph (0 of this section. This may
require the auditor to audit more pro-
grams aa major programs than the
number of Type A programs.

(f) Percentage of coverage TUle. If the
auditee meets the criteria in 1200.520
Oriteria for a low-risk auditee, the
aud1tor need only audit the major pro-
grams identified in Step 4 (paragrapb
(e)(l) and (2) of this section) and such
add1t1onal Federal programs with Fed-
eral awards expended that, in aggre-
gate, all major Pl:"ogramsencompass at
least 20 percent (0.20) of total Federal
awards expended. Otherwise, the audi-
tor must audit the major programs
identUled 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 tire risk analysis process used In
determining major programs.
(h) Auditor's judgment. When the

major program determination 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 CFR Ch. " (1-1-15 EdlHon)

entities must only be for clea.rly im-
proper use of the requirements in this
part. However, Federal agencies and
pass-through entities may provide
auditors guidance about the risk of 110

particular Federal program and the
auditor must consider this guidance in
determlning major programs in audits
not yet completed.
['18FR 7B608, Dec. 26, 2018, B.S amended at 79
FR'I588'l, Dec. 19, 2014]

I200Jl19 Criteria for Federal program
risk.

(110) General. The audttor'a determina-
tion should be based on an overall eval-
uation of the risk of noncompliance oc-
curring that could be material to the
Federal program. The auditor must
consider ortteria, such as described in
paragraphs (b), (c), and (d) of this sec-
tion, to Identify risk in Federal pro-
grams. Also, 8.5 part of the risk anal-
ysis, the auditor may wish to discuss a
partioular Federal program with
aud1tee management and the Federal
agency or pass-through entity.
(b) CufTent and prior audit experience.

(1)Weaknesses in Internal control over
Federal programs would indicate high-
er risk. Consideration should be given
to the control environment over Fed-
eral programe and suoh factors as the
expectatton of management's adher-
ence to Federal statutes. regulations,
and the terms and cond1tions of Fed-
eral awards and the competence and
experience of pereonnel who administer
the Federal progra.ms.
(1) A Federal program administered

under multiple internal control struc-
tures may have higher risk. When as-
sessing risk in a large single audit, the
auditor must consider whether weak-
nesses ate isolated in a single oper-
ating unit (e.g., one college campus) or
pervasive throughout the entity.
(11)When significant parts of a Fed-

eral program are pa.ased through to
subrecipients, a weak system for moni-
toring subrecipients would ind1cate
higher risk.
(2) Prior audit findings would indi-

cate higher risk, particularly when the
situations identified in the audit find-
ings could ha.ve a signjf1cant 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 rmdings .
. (c) Oversight exercised by Federal agen-

cies and pass-through entities. (1) Over-
sight exeroised by Federal agenoies or
pass-through. entities could be used to
assess risk. For example, recent moni-
toring or other reviews performed by
an oversight entity that disclosed no
significant problema would indicate
lower risk. wherell.8 mOnitoring that
disclosed significa.nt problems would
indicate higher risk.

(2) Federal agencies, with the concur-
rence of OMB. may identify Federal
programs that are higher risk. OMB
will provide this identification in the
compliance supplement.
(d) Inherent risk 0/ the Federal 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 costs may have
high risk for noncompliance with re-
quirements of 1200.430 Compeneation-
personal services, but otherwise be at
low risk.

(2) The phalle of a Federal program in
its Ufe 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-teetr
ed regulations. Also, significant
changes in Federal programs, statutes,
regulations, or the terms and condi-
tions of Federal awards may increase
risk.

(3) The phase 01 a.Federa.l program in
its life cycle at the auditee ma.y indi-
cate risk. For example, during the first
and last years that an auditee partiCi-
pates in a Federal program, the risk
may be higher due to start-np or close-
out of program a.ctivities and staff.
(4) Type B programs with larger Fed-

era.l awards expended would be 01 high-
er risk than programs with aubstan-

§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 a.udit coverage in a.ccordance
with 1200.518 Major program deter-
mination.
(a) Single audits were performed on

an annual basis in a.ccordanoewith the
provisions of thIs Subpart. including
submitting the data collection form
and the reporting packa.ge to the FAC
within the timeframe specified in
§2OO.512 Report submission. A non-Fed-
eral entity that has biennial audits
does not qualify all a low-risk auditee.
(b) The auditor's opinion on whether

the 11nancial 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 unmodified.
(c) There were no deficiencies in in-

ternal control which were identified as
material weaknesses under the require-
ments of GAGAS.

(d) The auditor did not report, a sub-
stantial doubt about the auditee's abH-
tty to continue &l! a going concern.
(e) None of the Federal programs had

audit findings from any of the fol-
lowing in either of the preceding two
a.udit periods in which they were olassi-
fied as Type A programs:

(1) Internal control deficiencies that
were identified as ma.terla.l weaknesses
in the auditor's report on internal con-
trol for major programs as required
under §200.515 Audit reporting, para-
graph (e);
(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 I1kely questioned costs

that exceeded five percent of the total
Federal awards expended for a Type A
program during the audit period.
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MANAGEMENT DBC[8l0~8

§200.521 Management decision.
(a) General. The management deci-

sion must clearly state whether or not
the audit finding Is susta1ned, the rea-
sons for the decision, and the expected
auditee action to repay d1saJlowed
costa, make financial adjustments, or
take other action. If the auditee has
not completed corrective action, a
timetable. for follow-up should be
given. Pr10r to iSSuing the manage-
ment deciefon, the Federal agency or
pass-ubrough entity may request. addi-
tional information or documentation
from the audltee, including a request
for auditor assurance related to the
documentation, as a.way of mitiga.ting
disallowed costs. The management de-
cision should describe any appeal proc-
ess availa.ble to the auditee. While not
required, the Federal agency or pa.s5-
through entity may also isaue a man-
agement decision on findings relating
to the financial statements which are
required to be reported in accordance
with GAGAS.
(b) Federal agency. As provided in

§200.513 Responslb1l1ties, paragraph
(a)(7), the cognizant agenoy for a.udit
must be responsible for ooordinating a
management decision for audit find-
Ings that a.ffect the programs of more
than one Federal agency. As provided
in §200.513Responsibilities, pa.ra.gra.ph
(c)(3),a Federal awarding agency is re-
sponsible for iBBUinga.management de-
cision for findings that relate to Fed-
eral awards it makes to non-Federal
entities.
(c) Pass-through entity. As provided in

1200.331Requirements for pass-through
entities, p&ragraph (d), the pase-
through entity must be responsible for
issuing a management decision for
a.udlt findings that relate to Federal
awards It makes to subrecipients.
(d) Time requirements. The Federal

awarding agency or pass-through enti-
ty responsible for i~ing a manage-
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 a.s possible and correc-
tive action should begin no la.ter than
upon receipt of the audit report.

2 CFRCh. II (1-1-15 Ecltlon)

(e) Reference numbers. Management
decisions must include the reference
numbers the auditor assigned to each
audit finding in accordance with
§2OO.516Audit findings paragraph (c).

AppJi:)I.'1)1XI TO PART 200-FULLTExTOF
NOTICE OF FuNDING OPPORTUNITY

The full text of the notice of funding op-
portuD.1ty 18 organized in aectiollS. The re-
quired format. outlined In th.\8appendix indi-
cates immedlately following the title of each
section .••.hether that section 18 required in
every announcement or 18a Fed~ award-
ing 88"encyoption. The format is designed so
that BL"Illlaxtypes of 1nformll.tlonwill appear
In the same sections In announcements oC
d1lferent Federal 1'1IIldingopportunities. To-
ward that end, there is text In each of the
following eectiollS to describe the types of in-
formation that a Federal awa.rd1Dgagency
would Include In that sectton of an Actual
announoement.
A Federal Awa.rdlIlgagency that wtshea to

1nclude informAtion tha.t the format does not
specifically d1scUBSmay addreas that. 8ubject
in whatever section(e) is most appropriate.
For example, 1f a Federal awarding agency
chooses to addreBBperformance goals In the
announcement. it might do BO in the funding
opportllll1ty descriptiOll, the application con-
tent. or the reporting requirements.
81mJlarly, when tb1e format ca.lla for a

type of Information to be In a particular sec-
tiOn, a Federal award1Jlg agency w18h1ngto
address that subject In other secttone may
elect to repeat the Information In those sec-
tiOIlSor use cross references between the sec-
tiOIlS (there should be byperlinkll for crOBB-
references in a.ny electronic versiollS of the
announoement). For exa.mple, a Federal
awa.rding agency may want to Include Sec-
tion A information about the types of non-
Federal entities who a.re eligible to apply.
The format BJI801f1esa standard looatlon for
that intormation In Section C.1but does not
preclude repeating the intonnation In Sec-
tion A or creating a cross reference between
Section A and C.l, &8 long &8 a potential ap-
pllca.nt can find the intormation quickly and
eully from the standard location.
The IlflCtiODSof the full text of the an-

nouncement are described in the following
pe.ragra.plul.

A. PRooRAM DxsclUP'l'lON-Ri:QUIRED

This section contains the full program de-
scr1ptlon of the fund1ng opportunity. It may
be 86 long as needed to adequately commu-
nicate to potent1al a.ppl1cante the area.s in
which tanding may be provided. It dBScribes
the Federal Awarding agency's funding prior-
Ities or the technical or focus areas 1Jlwhich
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the Federal awarding agency inteiuis to pro-
vide ass1sta.nce. As appropriate, it may in-
clude any program history (e.g., whether this
1sa new prOITB.Dlor a new or changed area or
progT&Dlempb&a1s).Th1s section may com-
mllIlicate indicators of Iluooeesful proJecte
(e.g., if the program encourages coll&bo-
ra.tive efforts) and may include examples or
projects that have been funded previously.
Tb18section also may include other informa-
tion the Federal awa.rd1ngII€BDCY deems nec-
lllIllII.ry, and most at a minimum include cita-
tions (or authorlz.1ng sta.tutea and regula.-
tions for the funding opportunity.

B. FEDERAL AWARD Th7'ORMATION-REQUIRED

Tb18 section provides suffl.clent 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 award through the an-
nounoement; the anticipated number of Fed-
eral awards; the expected amount.s of indi-
vidUAl Federal awards (which may be a
range); the amount of funding per Federal
award, on average. experienced in previous
years; and the anticipated start datss a.nd
periods of performance for new Federal
awards. This section also llhould a.ddrees
whether applications for renewal or sup-
plementation of existing projects are el1gible
to compete with applications for new Fed-
eral awards.
Tb1s section also must indicate the type(s)

of asslstance 1nstrwnent (e.g.• grant. cooper-
ative agreement) that may be awarded 1!ap-
plications are suooeaaful. If cooperative
lI€lBements may be awarded. this section ei-
ther llhould describe the "subetantial in-
volvement" that the Federal awarding agen-
cy expects to have or llhould reference where
the potential applicant can find that infor-
mation (e.g.• in the tundlng opportllIlity de-
BCription in A_ Program Deacription--Re-
quired or Federal award &dminlstration in-
formation 1n Section D. Application and
Bubmiasion Information). If procurement
contraots al80 may be awarded, thls must be
stated.

C. ELIGIBILITYINFORMATION

This section a.ddresses the considerations
or facton that determine applicant or appll-
cataon el1g1bll1ty. ThIs includes the el1gl-
bUJty of particular types of applicant organi-
zations. any factors affecting the ellgtb1lity
of the prlnclpalinvestigator or projeot direc-
tor. and any criteria that make particular
projects ineligible. Federal agencies llhould
make clear whether an applicant's failure to
meet an 'ellg1blllty criterion by the time of
an application dea.dl1ne 11'111result in the
Federal awarding lI€ency returning the ap-
plication without review or, even thougb an
application may be revieWed, 11'111preclude

pt_200, App. I

the Federal awarding lI€ency trom making a
Federal award. Key elements to be a.ddressed
are:

1. EliDible Applicallls-Requtred. Announce-
ments must clearly identity tbe types of en-
titles that are el1g1bleto apply. If there are
no restrictions on el1g1blllty. th1s section
may simply indica.te that all potentia.l ap])11-
cants are el1gible. It tbere are restrict10ns on
el1g1bill ty. it ls important to be clear &bout
the speclflc types of entities that are eligi-
ble, not just the types that are ineligible.
For example. it the program i8 llm1ted to
nonprofit orga.niza.tions subject to 36 U.S.C.
501(0)(3)of the tax code (36 U.S.C. 501(c)(3».
the announcement mould say so. Similarly.
it Is better to state ex]llicltly that Native
Amerioa.n t.-1ba.l org&Diza.tions are ellglble
than to aesume that they can unambiguously
infer tbat from a statement that nonprofit
organisatioDll may apply. Eligiblllty also can
be expressed by exception., (e.g., open to all
types of domestic applicants other than indi-
VidualS). ThIs section llhould refer to any
portion of Section D specifying doeumenta-
taon that must be submittsd to support an
eligib1l1ty determina.tlon (e.g., proof of
501(c)(3)status as determined by the Internal
Revenue Service or an authorizing tribal res-
olution). To the extent that any funding re-
striction in Section D.e Could affect the eU-
glbillty of an applicant or project, the an-
nouncement must either restate that restric-
tion In this section or provide a erallll-ref-
erence to its description in Section D.6.

2. cost Shan1\il or Matching-Reqvired. An-
nouncements must state whether there ls re-
quired coat sharing. matching. or cost par-
ticipation without wMch an applioation
would be ineligible (If coat llh&r1n.gi!Inot re-
quired. the announcement must expllcltly
say so). Reqllired coat sh&ring may be a cer-
wn percentll€e or amount. or may be in the
form or contributloDll of specified items or
activities (e.g., provJslon or eQuipment). It Is
important that tbe announcement be clear
about any reatrictlons on the types of cost
(e.g., in-kind contributions) that are aooept-
able as cost llharlng. Cost llharing as an eligi-
bility criterion includes requirements based
in statute or regulation. &8 described in
1200.806 Cost llharing or matching of this
Part. This section llhould refer to the appro-
priate portlon(s) of section D. Application
Uld Submiasion Information stating any pre-
award reQuirements tor Bubmia8ionor letten
or other documentation to verity commit-
ments to meet C08t-sharing requirements If a
Federal award i!Imade.

3. Other-Req1dred. if appliooble.If there are
other eligiblllty criteria (I.e.. criteria that
bave the effect of making an application or
project Ineligible tor Federal awards. wbeth-
er referred to a.e "responsiveness" criteria,
"go-no go" criteria. "threllhold" criteria. or
in other ways), muet be clearly stated and
must include a reference to the regulation 01
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requirement tbe.t describes the restriction,
8.llappl1cable. For example, if entities tba.t
ha.ve been found to be in violation of a par-
ticulu Federal statute are inel1g1ble, It Is
important to MY BO. This eection must aleo
state any 11m1ton the number of applica-
tions an appl1cant may submit under the an-
nouncement and make clear whether the
limitation 18on the submitting organization,
indivi/hlal inveBtigator/prolrram director, or
both. Th18 section mould aleo address any
el1g1b1l1tycriteria for benefici&riss or for
program partiolpante other than Federal
aw&rdreclplents.

D. APPLlOATJON AND SUBMISSION INroll.MA'1'lON

1. Address to Requut Application Pru;kage-
Required. Potent1a.1 e.ppl1cants must be told
how to gst application forms, kite. or other
ma.teriale needed to apply (if th1e announce-
ment contains everything needed, this sec-
tion need only say so). An lnternet address
where the materials can be acceseed is ac-
ceptable. However, slnce high-speed lnternet
&CCM8 18 not yet universally available for
downloading documents, and applicants may
have additional accese1bU1ty reQll1rements,
there alBo should be a way for potential ap-
plicants to request paper collies of materiAls,
such es a U.S. POlltal Service mailing ad-
dress, telepbone or FAX number, Telephone
Device for the Deaf (TDD), Text Telephone
(TTY) number, and/or Federal Information
Relay Service (FIRS) number.

2. Content ana Form 01 AJlj)liCati01l Submis-
sion-Required. This section muet identify
the reQuired content of an a.pplication and
the forma or formats that an applicant must
use to submit it. Ii any requ1rements are
stated elsewhere because they are general re-
quirements t.he.t apply to multlple programs
or funding opportunities. tb1s eection should
refer to wbere those requirements may be
round. This section also should include re-
quired forms or formats 8.llpart of the an-
nouncement or state where the applicant
may obtain them.
This section should specifIcally address

content and form or format requirements
ror:
1. Pre-a.pplications, letters of intent, or

white papers required or encouraged (see
Section D.4l, including any limitatiODB on
the number of pages or other formatting re-
quiremente s1m1la.rto thoee for full applioa.-
tioos.
U. The a.ppllcation as a wbole. For all BUb-

.m1BBIODB,this would Include any limitations
on the number of pages, ront aize and type-
race. marg1nB,paper size, number of copies,
and sequence or assembly requirements. If
electronic submission ie permitted or re-
quired, this could Inolude special require-
ments for fonna.tting or signatures.
ill. Component pIeces of the application

re.e.. if all copies of the B.ppJication must
bear original slgnature!! on the race page or

2 CFRCh. II (1-1-15 Edition)

the program narratlve may not exceed 10
pages). Th1e includes any pieces t.he.tmay be
submitted separately by third partles (e.g.,
references or letterl! confirming commit-
mente from third parties that will be oon-
tributing a portlon of any required cost &bar-
ing).
Iv. Infonnation t.he.t succ8llllful applicante

must submit ••rter notification or intent to
make a.Federal aw&rd,but prior to a Federal
award. Th1e could Inolude evidence of com-
pliance witb l'8(lll1rementerelating to buman
subjects or information needed to comply
with the NationaJ Environmental Policy Act
(NEPA) (42 U.S.C. WI-437Oh).

3. Unique entittl identifier ana System tor
Award Management (SAM)-Rl!quired.
Th1B paragraph mWlt state olearly t.ha.t

ea.cb applie&nt (unleBBthe applicant 18IUlin-
dividual or Federal aw&rd1ngagency that 18
excepted from thoee requirements onder 2
CFR 525.11O(b)or (c), or baa an exception ap-
proved by the Federal awa.rd!ng agency
under 2 CFR 125.UO(d»)18required to: (1)Be
regietered in SAM before submitting ne ap-
plication; (ii) provide a.a va.l1dunique entity
ident11ler in its applicatlon; and (ill) con-
tinue to ma.intain an active SAM reg1Stra.-
tion with current information at all times
during which it baa an active Federal aw&rd
or an application or p1a.nunder coneidera.tion
by a Federal awarding &lrBncy.It also must
Btate that the Federal aw&rd1ngagency may
not make a Federal award to an appl1cant
until the applioant bas complied witb all ap-
plicable unique entlLy Identi11erand SAMra-
Quirements IUld,if an applicant baa not fully
complied witb the requtremente by the time
the Federal a.warding agency Is ready to
make a Federal aw&rd,the Federal awarding
agency may determine that the applicant IS
not Qualified to receive a Federal award and
QBB that determiDation as ••b8.ll1efor making
a Federal aw&rdto another applicant.

4. SvbmWiOll Dates and Tlmes-Requirect.
Announcemente must identifY due dates and
times for all Bubmies1oDB.This includes not
only the !ull appl1cations but also any pre-
l1m1nary BubmlssloD8(e.g., letters of intent,
wbite papers, or pre-apP)lcations). It aleo In-
eludes any other 8ubm1se1onsof informa.tion
before Federal aw&rdthat are sepe.rate from
the !ull application. If the funding oppor-
tunity 18 a general announcement that ill
open for &period of time with no BpecifIcdue
date/! for applications, thie section should
say 80. Note that· the infonnation on dates
that ie included in tb1e section also mOBtap-
pear with other overview information in a lo-
cation preceding the full text or the an-
nouncement (see 1200.203Notioes of funding
opportunities of this Part).
Eacb type of suhmtsafon should be des-

ignated as encouraged or reQuired and, If re-
quired, any deadline date (or dates, 1£ the
Federal awe.rding agency plans more than
one cycle of application submtaston. review,
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&lidFederlLlaward DIlder the announcement)
should be spec11led.The announcement must
state (or provide &.reference to another docu-
ment that states):
I, Any deadline in terma of a date and local

time. If the due date falle on a Saturday.
Sunday, or Federal holiday, the reporting
package 18due the next bl1B1Deeeday.
ii. What the deadline means (e.g., whether

1t Is the date and time by which the Federal
awardlDg &gllDcymust receive the applica-
tion, the date by which the appllcat.1on must
be postmarked, or 8ometh1Dg elae) and how
that dePBDda,if at all, on the 8Ubm1ll8ion
method (e.g., man, eleotronio. or personal!
courier delivery).
iii. The effect of missing a deadline (e.g.•

"!'hether late appl1oa.tions are ne1ther re-
viewed nor ooneldared or are reviewed and
considered UDdersome ctrcumstencee).
iv. How the recelv1Dg-Federal oMce deter-

miDes whether an application or pre-applica-
tion has been submitted before the deadllDe.
This lDcludee the form of acceptable proof of
ma1l1Dgor eyetem-geDerated documentation
of rece1pt date &Ildtime.
This sectfon lLlao may indicate whether.

when, and in wha.t form the applicant w1ll re-
ceive an acknowledgement of receipt. This
infonnatlon Bhould be dieplayed in ways tha.t
will be easy to understand and nee. It can be
d1ff1cult to extract all needed information
trom narrative paragraphs, even whllD they
are well wl1tten. A tabular form for pro-
viding a summary of the information may
belp appl1cants for some programs &Ildgive
them wha.t effectively could be a checkl1Bt to
vel1ty the completeneee of their applioation
package before submiaal.on.

6. Intergo1leT7l7lle7ltal RevIew-RequIred. if ap-
plicable. If the funding opportunity is subject
to Executive Order l23'12, ''lDtergovem-
mental Review of Federal Programs." the
notice muet Bay 80. In alertiDg applicants
that they must contact their state's S1Dgle
Point of Contact (8POC) to find out about
and comllly with the state's prooell6 under
Executive Order 12372,It may be useful to tn-
form potential applicants that the names
and addre88es of the SPOCe are 118tedin the
OMce of Ma.na.gementand Budget's Web site.
1D1DW.1DhitehovBe.goutomb/p1'ants/spoc.html.

6. Funding Rutnctlon8-Reqwred. Notioee
mUB~lDclllde1D!ormation on funding restrtc-
tions lD order to allow an applicant to de-
velop an application and budget consistent
with program requirements. Eu.mples are
whether construction Is an ILllowa.bleactiv-
ity, if there are any limitationa on d1rect
costs such &8 foreign travel or equipment
purcbases, and if there a.re any limits on tn-
d1rect costs (or iaclUtiea and a.dm1nl8trative
costs). AllPUca.ntsmuat be adv1Bedif Federal
awards will not a.1lowretmburasmsnt of prll-
Feder&laward costs.

'1. Other Submis.rion Requirements- Required.
This section mast addreee any other submts-
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sion requirements not included in the other
paragraphs of this seetlon. This might in-
clade the format of eubmission, Le., paper OT
electronic, for ea.ch type of required submis-
sion. AppUcants should not be required to
submit lDmore than one format and th1BS80-
tion should indicate wbether they may
oboose whether to submit applications in
hard copy or electronically, maY submit only
In ha.rd copy, or may submit only electroni-
calJy.
Thl8 section aleo must 1Ddicate where aJ)-

plioatiODB(8.Ildany prB-appJioations) must be
Bubmitted if Bent by postal maU. electronic
me&D8, or h&nd-delivery. For postal mail
8ubm1aBion,this must include the name of an
office, ornc1al, individual or function (e.g..
appl1cation receIpt center) and a complete
ma.1l1ngaddress. For electronic submission,
this must include the URL or emall address:
whether a p&88word(ll)Ie required; whether
particular software or other electronic capa-
bilities are requ1red; wha.t to do in the event
of eyetem problems and a pa1Dt of contact
who will be av&ila.blein the event the allllU-
cant expel1eDces techD1cal d11!lculties.1

E. APPLICATION RBVlEWINFoRMATION

1. Criteria-Required. Th1Bsection must ad-
dress the cl1teria that the FederaJ awarding
agency will use to evlLluate &.pplicatioDll.
This includes the mel1t &Ddother review err-
tam that evaluators will use to judge appli-
cauone, lDcluding any Btatutory, regulatory,
or other preferences (e.g., miDorlty status or
Native American trtblLl preferenoes) that
will be apJ)lied in the review J)roCBS8_These
cl1tel1a are dietinct &om el1g1b1l1tycriteria
that are addreased before an applioatlon is
accepted for review and a.ny program policy
or other factors that are allPlied durinB' the
selection prooeas, after the review J)roC8llllIs
completed. The intent 18to make the appli-
cation process traDBJ)&rBDt80 apJ)licants can
make informed dec1B1onewhen preJ)&rlDg
their appl1oa.tioDSto ma.ximis.e fa1rnees of
the procees, The announcement Bhould clear-
ly de8cl1be al1 ol1ter1a, incj,uding any sub-
criteria. If cl1terla varY in importance, the
announcement should speolfy the rellLtive
percentages, weights, or other means used to
distinguiBh among them. For statutory, reg-
ulatory, or other preferences, the announce-
ment Bhould provide a detailed explanation
of those preferences with an explicit Indica-
tion of their effect (e.g., whether they result
In addt tiona] points being assigned).

'With respect to electronio methods for
providing lDformation about funding .oppor-
tunities or accepting applicants' Bubmissions
of 1n!onnatloD, each Federal ILwardingajfen-
oy 18responsible for compliance with Bection
508 of the RehabilitatioD Act of 1973 (29
U.S.C. 7944).
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If aDapplicant's proposed cost sha.rlllg will
be considered in the review proc8llll (as op-
posed to betDg an eligibillty criterion de-
scribed in Section C.2), the &DDouncement
must, spectnca.lly address how it will be con-
sidered (e.g., to asetgn a certain number 01
additional points to applicants who offer
cost .~, or to break ties amoDlfapplica-
tions with equivalent scores after evaluation
agaiDSt all other racton). If coat IIhar1ng will
not be considered in the evaluation, the an-
nouncement mould BB3' BO, BO that there 18
no amblgulty for potential applicants. Vague
statements that. collt Ilh&rlllgill encouraged,
without cl&ri11catiODas to what that me&D8,
are unhelpful to applicants. It &laoill impor-
tant th •.t the announcement be clear •.bout
any restrlctiODll on the types of coat (e.g., in-
kind contributions) that are acceptable as
cost BhariDg.
2. Review and Selection Process-Required.

Th1s eection may vary in the level or detail
provided. The announcement must l1st any
program policy or other fa.ctora or elements,
other tha.n merit criter1e, that the selecting
official may use in selecting applicatioDll for
Federal award (e.g.• geographie&l dispersion.
program balance, or diversity). The Federal
awarding ~cy may alBo Include other a.p-
propr1a.te detaile. For example. th1a aection
may indicate who 18responsible for evalua-
tion aga.iDstthe merit criteria (e.g.•peera ex-
terna.l to the Federal awarding agenoy or
Federal awarding agency peraonnel) and/or
who makes the final selections for Federal
awards. If there 1Sa multi-pha.se review proc-
ess (e.g.• an external pa.nel adv1s1nginternal
Federal awarding agency pereonnel who
make ftnal recommendatioDll to the dec1ding
omc1al), the announcement may describe the
.phases. It alBo may include: the number of
people on an evalnation pa.nel and how it op-
erates. the way reviewera are selected, re-
viewer qualtne&tioDll, and the way that con-
ructs of interest are avoided. With respect to
electronic methods for providing informa-
tion about funding opportunities or a.ccept-
1ng appl1canta' Bubm1ss1onsof information,
ea.cb Federal awarding agency 1s responsible
for compliance with Section 608 of the Reha-
bilitation Act of 1973(29U.S.C. 7944).
In addition, if the Federal awarding agency

permtta applicants to nominate suggested re-
viewers of their applications or suggest those
they feel may be inappropriate due to a con-
mct of intel'8Jlt. that information mould be
included in tb1e section.

3. Anticipated An1Wuncemenl and Federal
Award Dates-Optional. This section is in-
tended to provide appliCaDte with informa-
tion they can use for plaDn1ng purpoees. If
there is a single appl1cation deadline fol-
lowed by the simultaneous review of all ~
plicatioDll. the Federal award1ng agenoy can
include in tb1e section information about the
anticiJ)&ted dates for announcing or notJ-
tying successful a.nd unsuccessful applicants

2 CFR Ch. II (1-1-15 Ecltlon)

and for having Federal awards in place. If ap-
pl1ce.t1oJIBare received and evaluated on a
"rolling" b6s1Bat different times during an
extended period, it may be appropriate to
give applicants an estimate of the time need-
ed to procaea an application and notify the
applicant of the Federal awarding agency's
decision.

F. FEDBRALAwAJU) ADMINI8'l'RA.TION
INPoRIU.TION

I. FelUTal Award NOt1cu-RequiTed. This
sectaon must address what a lIuccessfUlappli-
ll&Dtcan expect to receive following· selec-
tion. If the Federal awarding agency's prac-
tice 18 to provide a separate notice stating
that an apJ)lie&tion bas been selected before
it actually makes the Federal award. th1B
section would be the pla.ce to indicate that
the letter ill not an authorization to begin
performance (to the extent that 1t a.llows
cha.rging to Federal awards of pre-award
costs at the non-Federal e.ntitY's own risk).
Tb1s section mould indie&te that the notice
of Federal award Signed by the grants omcer
(or equivalent) 18the authorizing document,
and wbether it 18 provided through poetal
mail or by electronic me&Dlland to whom. It
aleo may addrllSBthe tim1ng, form, and con-
tent of notiflcatiolll to UDBuOCeeetulappli-
cants. See &1so 1200.210 Information con-
tained in a Federal award.

2. AdmlniltTative and Natio1l4l PollClf Re-
quirements-Required. Th1s aection must iden-
tify the usual admin1strative and national
pollcy requiremente the Federa.l aw&rdlng
agency's Federal aw&rds may include. Pro-
v1ding this information lete a potential ap-
pl1ca.nt identitY any requirements with
which It would have d11ficulty complylllg if
its application iE sucoeesful. In those ca.ses,
early notification about the requ1rem8Jlts &1-
lows the potenttal applioant to decide not to
apply or to take needed actlone before re-
ceiviDB the Federal award. Tbe announce-
ment need not include a.ll of the terms and
conditions of the Federal award. but may
refer to a document (with information about
how to obtain it) or Internet site where ap-
plicants can see the terms and conditions. If
this f1md1ngopportunity will lead to Federal
awards with 110mBspecial termll and condi-
tions that differ from the Federal awarding
agency's usual (sometimes e&lled "gen8l'&l")
terms and condit1ons, this aection abould
highlight those special tsrms lUldcond1t10DB.
Doing 110will alert applicants that have re-
ceived Federal aW&rds from the Federal
awarding agency previouBly and might not
otberwlse expect d1JIerent terms and condi-
tions. For the same reason, the announce-
ment mould inform potential applica.nts
about special requirementa that could apply
to particular Federal awards after the review
of applications and other information, baSed
on the particular circumstances or the effort
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to be supported re.s., if hUlIl&JlBubjectlSwere
to be involved or if Ilome situations may Jus-
tlfy spec1a1 terms on Intelleotual property,
data Ilharlng or security requ1rements).

J. Reporting-Required. This section must
include general Information about the type
(e.g., fiDanc1a1 or perfonnance), !requency.
and means of 8ubmiBBion (paper or elec-
tronic) of postrFederal award reporting J'&-
quirements. HIghlight any special reportlng
requirements for Federal awards under this
funding opportunity that !lIfter (e.g., by re-
port type, frequency, formlformat, or ctr-
cumatances for use) from what the Federal
awa.rd1ng &gency's Federal awards usually
require.

G. FEDERAL AWARDING AGENCY COl-.'TACT(S}-
RJ:QUIRED

The announcement muet give potential ap-
plicants a polnt(s) of contact for answering
questions or helping with problems while the
funding opportunity Is open. The intent of
t.hil! reqnirement Is to be as helpful as POB-
sible te potent1a1 a.ppl1cante, so the Federal
awa.rd1nglL&"encyshould consider approaches
such as giving:

'1. POints of contact who may be reached in
multiple ways (e.g., by telephone, FAX, and!
or ema.1I,a.B well as regula.r ma.11).

U. A fax or emaU addrese that multiple
people access, so that someone will respond
even if others are unexpectedly absent dur-
ing critical periods.

111.Different ccntacts for distinct kinds of
belp (e.g.• one for questions of progra.mma.tic
content and a second for adm1n1etrative
questions).

H. ClTlU!R lNPORMA'I'ION-OPTIONAL

This section may include any additional
information that will ll88ist a patent1a.1 ap-
plicant. For example, the section might:

i. Indicate whether this is a new program
or a one-time initiative.

ii. Mention rela.ted programs or other up-
coming or ongoing Federal awa.rdlng agency
funding opportunities for 61m1lara.ctlvities.

iii. Include current Internet addresses for
Federal awarding agency Web sites that may
be useful to a.n applicant in understanding
the program.

iv. Alert applioantlS to the need to Identtfy
proprieta.ry information and inform them
about the way the Federal awarding agency
wIll handle It.

v. Include certain routine notices to appli-
cants (e.g., that the Federal Government is
not obligated to make any Federal award 8.B

a result oC the announcement or that only
grants officers ca.n bind the Federal Govern-
ment to the expenditure oC funds).

PI. 200, App. "

APPENDIX IT TO PART 200-C0NTRACT
PROVISIONS FOR NON-FEDERAL ENTI-
TY CONTRAcn'S UNDER FEDERAL
AWARDS

In a.ddition to other provisiOns required by
the Federal agency or non-Federal entity. all
contracts made by the non-Federal entity
under the Federal award must contain proVi-
sions covering the follow1ng, a.s appl1ca.ble.

(A) Contracts Cormore than the slmpl1f1ed
acqu1a1tion t.hreBhold currently set at
S16O,OOO,which Is the 1n!la.tlon ad,lusted
amount determined by the Civ1l1an Agency
Aoqu1slt1on Council and the Defense Acquisi-
tion Regulations Council (Councils) as au-
thorized by 41 U.S.C. 1908,must addre88 ad·
m1n1etratlve, contractual, or legal remedies
in Instances where contractors violate or
brea.ch contract terms, and proVide for such
sa.nctIons a.nd pena.lties lIS appropriate.

(]i) All contncts in ezcesa of $10,000must
a.ddre88 term1natlon Cor cause a.nd for con-
venience by the non-Federa.l entity including
the manner by which It w1ll be e1Iected and
the basis for settJement.

(0) Equal Employment Opportunity. Ex-
cept a.B otherw1se provided under 41 CFR
Part 50, all contracts that meet the de.fln1-
tion of "federally ae61sted construction con-
tract" in 41 OFR Part 60-1.3 must Include the
equa.! opportunity cla.use provided· under 41
OFR 6O-1.t(b), In accorda.nce with Executive
Order ll246, "Equal Employment Oppor-
tunity" (80 FR 12319,12935,3 OFR Part, 1964-
1965Comp., p. 839),as amended by Executive
Order 113'16, "Amending Executive Order
lll46 Relating to Eqaal Employment Oppor-
tunlty," and lmplementing regula.tlons at U
CFR part 60, "Office of Federal Contra.ct
Compl1a.nce Programa, Equal Bmployment
Opportunity, Department of Labor."

(D) DavIs-Ba.con Act, as amended (<101:.S.0.
31U-3148).When required by Federal program
legislation, all prime oonstruotion contracts
in exce88 of $2,000awarded by non-Federal
entitles must Include a prov1sl.on for compli-
ance with the Davis-Bacon Act (40 U.S.C.
3141-3144,and 31"-3148) as supplemented by
Department of Labor regulations (29 CFR
Part 5, "Labor Standards Provisions Appli-
cable to Contra.ctlS Covering Federally FI-
na.nced a.nd A88lsted Col1lltM1ction"). In ac-
cordance wit.b the statute, contract.ore must
be required to pay wages to la.borers and me-
chan1ca at a rate not 1856than the prevall1ng
wag88 apeolfled in a wage determination
made by the Secreta.ry of Labor. In addition,
contractors must be required to pay wages
not tees tha.n once a week. The non-Federal
entity must p1a.cea copy of the current pre-
va1l1ng wage determination luued by the De-
partment 01 Labor In each sollcitation. The
decision to awa.rd a contract or subcontract
must be condit1oned upon the acceptance of
the wage determination. The non-Federal en-
tity muat report all suspected or reported
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viol&tions to the Federal awarding agency.
The contracts must also include a proviBion
for compliAnoe with the CopellLDd"Antl-
Kickback" Act (40 U.S.C. 3146). &8 supple-
mented by Depa.rtment of Labor regula.tions
(29 CFR Part S, "Contractors and Sub-
contractors on Public BuUding or Public
Work J'1Da.ncedin Whole or in Part by Loa.ns
or Grants from the Untted States"). The Act
provides that ea.ch oontractor or sub-
recipient must, be prohibited from inducl.Ilg,
by a.ny means, &I1y person employed in the
construction, completion, or repa.1r of public
work, to give up ~y part of the compensa.-
tion to which he or abe 1eotherwiae entitled.
The non-Federal entity must report a.1leUB-
pected or reported vlolatIons to the Federal
awa.rding agency.
(E) Contra.ct Work Hours and Safety

Standards Aot (40 U.S.C. 3'101-3708).Wbere
applicable, all cont,racte awarded by the non-
Federal entity in excess of $100,000that in-
volve the employment of mechaniC6 or labor-
ers must include a prov1eion for compliance
with 40U.S.C. 3'102and 8'104,&8 Bupplemented
by Department of Labor regulatIons (29CFR
Part 6). Under 40U.S.C. 3'102of the Act, each
contra.ctor must be required to compute the
Wage6of every mecha.n1c and laborer on the
bulB of a etandard work week of 40 hours.
Work in excess of the standard work week 18
permlsa1ble provided that the worker 1ecom-
peIlll&tedat a ra.te of not less than one and a
half times the basic rate of pay for a.1lhours
worked in excees of 40 hours in the work
week. The requirements of 40 U.S.C. 8'104are
applIcable to construotion work and provide
that no l&borer or mechanic must be re-
quired to work in surroundings or under
worklng conditions which are unsanitary,
hae&rdous or dangerous. ThNe requirements
do not apply to the purchallee of supplies or
mater1a.ls or articles ordinarlly available on
the open market, or oontracts for tran.epor·
tatlon or transm1eaion of intelligence.
(F) RIghts to Inventions Made Under a

Contract or Agreement. If the Federal award
meets the definition of "funding agreement"
under 97 CFR 1401.a (a) and the reolplent or
subrecipient wishee to enter into a. contract
wIth a 1lIDa.1lbusiness firm or nonpron t orga·
n1za.tion rega.rd1ng the SUbstitution of par.
ties, lUIslgnment or perform.a.noe of eXll8r1·
mental, developmental, or resea.rcb work
under that "fund1Ilg agreement," the recipi-
ent or Bubreo1plentmust comply with the re-
quirements of 8'1CFR Part 401,"B4hts to in-
ventions Ma.de by Nonprofit Orga.n1za.tlope
and Sma.ll Bueine8ll Flrmll Under Govern-
ment Grants, Contra.cts and Cooperative
Agreements," and any implementing regula.-
tions issued by the a.warding agency.
(G) Clean Air Act (42U.S.C. 7401-?671q.)and

the Federal Water Pollution Control Act (33
U.S.C. U61-138'1),as amended-Contraots and
Bubgrants of amounts in excess of $150,000
must contain a provision that requires the

2 CFR Ch. II (1-1-15 Eclllon)

non-Federal award to agree to comply with
all applicable etandards, orders or regula-
tions lasued pursuant to the Clean Air Act
(42 U.S.C. 740l-7671q)and the Federal Wa.ter
pollution Control Act lUIamended (33 U.S.C.
l.a51-188'7).Viola.tions must be reported to the
Federal awarding agency and the Reeional
Office of the Environmental Protection
Agency (EPA).
(H) Debarment and SnspBDBlon(Executive

Orders 12549and lM89)-A contra.ct a.wa.rd
(see 2 CFH 18O.220)mUllt Dot be made to par-
ties l1sted on the governmentwlde exoluaione
in the System for Award Management
(SAM), in accordance with the OMB guide-
line&at 2 CFR 180tha.t Implement E%ecutive
Orde1'll12549(3 CFR part 1986 Comp., p. 189)
and 12689(3 eFR part 1989 Comp., p. 235),
"Debarment and Suspension." SAM Exclu-
sions contains the na.mee of pa.rties debarred,
suspended. or otherwiee exoluded by e.gen-
ciea, as well a.e parties declared ineligible
under statutory or regulatory authority
other than Executive Order 12549.
(l) Byrd Anti-Lobbying Amendment (81

U.S.C. lS62)-Contra.ctol'll that a.pply or bid
for an award exceeding $100,000must me the
required certiflcation. Each tier oertifies to
the tier above that It w111Dot and has not
used Federal appropriated funde to pay any
person or orga.n1za.tionCorln1luencl.Ilg or at-
tempting to lntluence an officer or employee
of any agency, a member of Congress, offioer
or employee of OOngre8a,or an employee of a
member of COngreBIIin connection with ob-
ta.1ntng ILDYFederal contra.ct, grant or any
other award covered by 91 U.S.C. 1952.Each
tier must aleo dleclose any lobbyl.Ilg with
non-Federal funds that takes place in con-
nection with obta.1n1ngany Federal award.
Such disclosures are COl'Wardedfrom tier to
tier up to the non-Federal award.
(J) See §lIOO.322Procurement of recovered

ma.teria.ls.
['18 FR '18608, Dec. 26, 2019,as amended at 79
FR 75888,Dec. 19,2014)

ApPENDIX m TO PART 200-INDIRECT
(F&A) COSTS IDENTIFICATION AND
ASSIGNMENT,ANDRATE DETERMINA-
TION FOR INSTITUTIONS OF HIGHER
EDUCATION(lHES)

A.GENERAL
Th18 appendix provides orlteria. for Identi-

fying and computing indirect (or indirect
(F&A» rates a.t IHEIl (inBtltutions). Indirect
(F&A) coets are those tha.t are incurred for
common or joint objecttves and therefore
cannot be Identified rea.di.ly and specifically
with a particular sponsored project, an in-
structional activity, or any other institu-
tional actlvlty. See subaectdon B.1, Defini-
tion of FaoUlties and Administration, for a
diacusalon of the components of indirect
(F&A) ccets.
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1. Major Functions of an Institution

ReCers to instruction, organized research,
other SPOIlBOredactivities &lidother iIlBtltu-
tiona! activities as defilled ill th1.Issecuon:
a. 11l8tTUctlcm means the teach1llg and

tr&1lling activities of an iJlBtitution. Except
f{)r I'ellearch tralnI.ng 118provided in sub-
section b, this term includes all tea.chUIgand
tr&1ll1llg&ctivitiee, whether they are otrered
for credite toward a degree or certlflca.te or
on a non-crec11tbll81s,and whether they are
offered through regula.r academic depart..
mente or 8eparate div1s1ollB,such as a.Bum-
mer 8Chooldlv1e1onor a.n eneJlBlon dlv1e1on.
Also cone1dered put of this major functton
are dep&rtmenta.l reeea.rch, and, where
agreed to, llJl!vere1tyreaaa.rch.
a) .sponsored i7l8tntctio1i and training means

spectnc lnstructlona.l or tra1n1ng a.ctivlty es-
tablished by gra.nt, contract, or cooperative
agreement. For purposes of the cost pr1n.-
clpl88, thil! a.ctlvity may be coDB1dereda
major function even though an institution's
a.ccountiDg treatment may Include It ill the
Instruction function.
(2) Departmental research meane research,

development and scholarly activities that
are not organized research and, con-
sequently, ue not 8eparately budgeted and
accounted for. Departmental re8B&rch, Cor
Jl1ll1lO6Bl!of this document, 1s not conaidered
as a major funotion, but as a put of the in-
struction function of the iIlstitution.
(8) On.ly mandatory cost eb&r1ng or cost

shartng spec1nc&llycommitted in the project
budget must be iIlcluded in the organized re-
search buB Corcomput1llg the indirect (F&A)
OOIItrt.te or renected in any a.llocatlon oC in-
direct coste. Selary coste above statutory
limite are not coJlB1deredcost sharing.
b. Organized research means all research

aDd development activitiBll of a.n institution
that are sepa.ra.tely budgeted and a.ccounted
for. It iIlcludes:

(1) Sponsored research meaJIs a.ll research
a.nd development activities that ue spon-
sored by Federal and non-J'edera.l agencies
and oIYan1zatloDS.Th1s term includes a.cttv1-
ties involving the training of indlvidua.le in
reaea.rch techniques (commonly called re-
search tra1n1ng) where such activities utilize
the ll&IIlefacilities as other research and de-
velopment a.ctlvltles and where such activi-
ties are not included in the instruction flmc-
tion.

(2) Univerllty research mB&JlBall research
and development a.ctlvities that ue sepa-
rately budgeted and accounted for by the In-
stitution under an intema.! application of in-
stitutional funds. University resea.rch, for
purposes of this document, must be com-
bined With SJlOIISOredreaea.rch onder the
flmctlon ot organized reeearch.
c. other 8pOfl8orM actillitiesmeans progr&ms

and projecte flDaJlced by Federal and nOD-
Federal agencies and organiza ttone which in-

pt. 200, App, III

volve the performance of work other than in-
struction a.nd organized research. Examples
of such programs and projects a.re hea.!th
service projectll and community service pro-
graJJl8.However, when any of these aotivltles
a.re undertaken by the 1nstitution without
outside IlUP))01"t,they may be clll88lfled as
other institUtional a.ctlvities.
d. Other Innitvtional activities means all ac-

tivities of an Institution except for inatruc-
tdon, departmental research, organized re-
search, and other sponsored activities. &8 de-
fined in this eectdon: ind1reot (F&¢) oost &C.
tivities ldentUled in this Appendl..x pa.ra.-
graph B, Identification and aeBignment or In-
direct (F&A) costs; and spec1a.l1sedservices
facWties deecl'1bed in 1200.468 Spec1allzed
service fa.cllities of this Part.
Examples of other 1nIItitutionai activities

Include operation of residence ha.lls, dining
halls, hospitals and olinics, student unions,
intercollegiate athletics, bookstol'ell, faculty
housing, student apartmente, guest houses,
chapels, theaters, public museums, and other
s1m1l&rallXillary enterprlees. Th1s def1n1t1on
a.lao includes any other categories of activi-
ties, coste of which are "unallowable" to
Federal aw&r4s, unleBBotherwise indicated
in an a.ward.

2. CTitena lor Dlatributicm
a. BlUe period. A base period for distribu-

tion of indireot (F&A) oosts l.e the period
dur1Jlg which the coste are Incurred. The
baee period normally should coincide With
the fisca.l year establl.ehed by the institution,
but in any event the base period should be so
selected as to avoid inequities in the dl.e-
tribl1tton of 008te.
b. Need for coli groupings. The overa.ll ob-

Jective of the indirect (F&A) cost a.lloca.tion
proceas 1s to distribute the indirect (F&A)
coste described in Section B, Ident1tlcation
and ll.ll8ignment of IDdlrect (F&A) coste, to
the major flmctlons of the iIlBtltution in pr0-
portions reasonably coneistent with the na-
ture a.nd extent ot their USB of the 1nstttu-
tion's reeources. In order to achieve thl.e ob-
jective, It may be necessary to provide for
selective distribution by estabUsblng sepa-
rate groupings ot cost within one or more or
the indirect (F&A) oost categories referred
to in subsection B.l, Deflnition oC Fa.c1llties
and Administration. In genera.!, the cost
groupings estAbl1shed with1ll a category
llhould constitute, in each case, a. pool of
those Items of expense that a.re conB1deredto
bs of like nature in terms of thell' rela.tive
contribution to (or degree of remoteness
from) the particular cost objectives to which
distribution l.e appropriate. Cost groupings
should be establlshed considering the general
guides provided in subsection c of this sec-
tion. Each such pool or cost grouping should
then be distributed Indlvidua.lly to the re-
lated cost objectives, uaing the dl.etribntion
base or method most appropriate in light of
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the guidel1Iles set forth tn subsection d of
this section.
c. G~al comlderatlon. on cost gTuuping,.

The extent to wblch sepa.rate coat groupings
a.nd selective distribution wonld be appro-
priate at an institution is a matter of Judg-
ment to be determined on a ca.se-by-ca.se
baJlla.Typtoa.lB1tu&tiolUlwhich may warra.nt
the eatabliebment or two or more separate
coat groupings (based on account cla881flca-
tion or analyBls) within an indIrect (F&A)
cost category tnclude but are not limited to
the toll owing:

(1) U certain items or oategortes of expense
relate solely to one of the major fUIlCtioneof
the institution or to less than all functions,
such expen&e6ehould be set aside as a sepa-
rate cost grouping for direct ASBtgnmentor
selective allooatlon tn accordance with the
guidee provided In 8ubsections b and d.
(2) U any types of expense ordtnarily treat-

e6 as general adm1n1Btn.tlon or depe.rt-
mental a.dmin1stration are charged to Fed-
eral awarde as direct coats, expenses appUca-
ble to other activities of the 1netitutlon
when Incurred for the same purposee tn like
circumstancee must, through separate Qoat
groupings. be excluded from the Indirect
(F&A) coats allocable to those Federal
awards and included In the direct cost or
other activities for cost allocation purposes.

(3) U It Is determined that certain expenses
are ror the support of a service unit or facU-
ity whOlleoutput 111 sueceptlble of mea.eure-
ment on a workload or other quantitative
baBlB,such expensee should be set aeide IUl a
separa.te cost grouping for distrtbution on
such basis to organized research, instruc-
tional, and other activities at the Institution
or within the depe.rt.ment.

(4) H activitlee provide their own pur-
cha81ng, per80IIIlel adm!nllltra.t1on, building
malntenanoe or sImIlal' service, the distribu-
tion of general administration a.nd general
expenses, or operation and matntena.nce ex-
penses to such activities should be accom-
pUshed through OOIltgroupings wb1ch Include
only that portion or centra.! indirect (F&A)
costs (such as for overall ma.na.gement)
wblch are properly allocable to such activi-
ties.
(5) U the institution elects to trN-t fringe

beneftts as indirect (F&A) chllJ'll'es. such
costs should be set aside as a separate coat
grouping ror selective dlstributJon to related
oost objectives.
(6) The number of separate cost groupings

within a categOry should be held within
practical limite. after tak1ng Into conB1der-
atton the materiality or the amounts in-
volved and the degree of preolslon attainable
through less selective methods of distribu-
t1on.
d. Selection or distribut10n method.
(1) Actual conditions must be taken Into

account tn selecting the method or baJle to
be used In distributing individual cost

2 CFR Ch. " (H-15 Edition)

groupings. The essential coIll!ideration in se-
lecting a base is that it be the one beet suit-
ed for BSIl1gningtbe pool of costs to cost ob-
jectl'fes In accorda.noe with benefits dsrived;
with a traceable C&llB8-and-effectrelation-
ship; or with logic and rea.eon,where neither
benefit nor a C&U8&-and-efiectrelationshiP Is
determinable.
(2) If a cost grouping can be identified di-

rectly with the cost pbjective benefitted. It
should be 8S81gDedto that cost objeotive.
(3) H the expe_ in a cost grouping are

more general In na.ture, the distribution may
be baaed on a COIlt analysis study which re-
sults In an equitable distribution of the
costs. Such cost analyslB studies ma.y take
Into consideration weighting factors. popu-
lation. or space occupied 1!appropriate. Cost
analyels studies. however, must (a) be appro-
priately documented In 8ufilolant detail tor
subsequent review by the cognizant agency
for indirect cow, (b) dIIltribute the costa to
the related cost objectives tn accordance
with the relative benefite derived. (0) be eta-
tlBtically sound, (d) be performed spec1!!.cally
at the institution at whiob the resulte are to
be use6, and (e) be reviewed periodically, but
not 18611 frequently than rate negotiatioIlB,
updated It neceeaa.ry, and used consistently.
AsJy &88umptionsmade In the study must be
stated and expla1ned. The use of cost anAl-
YIIis studies and periodic changee In the
method or cost distribution must be fully
justifisd.

(4) H a cost analyslB study 111 not per-
formsd, or if the study does not result in an
squltable distribution or the coats, the dis-
tribution must be made In accordanoe with
the appropriate base cited in Seotlon B, Iden-
t111cation and a.sB1gnmentof tndlrect (F&A)
costs, unless one of the followinlr conditions
Is met:
(a) It can be demonstrated that the use or

a different base would result tn a more equi-
table alloe&tion of the costs, or that a more
readily available base would not Increase the
coats charged to Federa.l awards, or
(b) Tbe institution qual111esror, and elects

to use. the simpll!led method tor computing
Indlreot (F&A) coat ra.tea described In Sec-
tion D, Simplified method for emall institu-
tions.
(5) Notwithsta.ndlng subeectlon (3), effec-

tive July 1, 1998, a coat analysis or bue other
than that In Section B must not be used to
distribute utiIlty or studsnt services costs.
IIustead. subsections B.4.c Operation a.nd
maintenance expenses. may be uaed in the
recovery or utility costs.
e. Order of distribution.
(1) Indirect (F&A) coats are tbe broa.d C&t-

egories of costs 'dlBcU88edtn Bection B.l.
Definlt.ions or Facilities and Administration
(2) DepreCiation, Interest expenses, oper-

ation and maintenance expenses, a.ndgeneral
administrative and general expenses should
be alloe&ted tn that order to the remaining
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Indirect (F&A) cost categories u well &8 to
the mAjor functions a.nd sjleC1&l1zedaerv1ce
fac1l1tillllof the 1nIlt1tution. Other cost cat-
egories may be allocatlld in the order deter-
mined to be moet appropria.te by the Insttt.u-
tions. When c.roasallocation of costs is made
ae provided in subsection (3), this order or al-
location does not a.pply.
(3) Norma.lly aD ind1rect (F&A) cost cat-

egory Will be considered closed onoe it ha.e
been allocated to other cost objectives. and
C08tBma.y not be subsequently allOO&tedto
It. Howsver, a Cl"088allocation of costs be-
tween two or more indirect (F&A) ccet cat-
egories ma.y be used if suob allocaticn will
result in a more equitable allocation of
costs. If a C1'OIl8 allooation is u88d, an appro-
priate mod111cation to the composition of
the indirect (F&.A)coat categories deacribed
in Section B is required.

B. WENTlJI'ICATION M"D AS61GNMENTOF
INDIRECT(F&.A)COSTS

1. Definitlon of Facilities and Administration

Bee 5200.414Indirect (F&A) oosts which
provides the baIliIlfor th8lle indirect cost re-
quirements.

2. Depreciation

a. The expeD888under this heading a.re the
portion of the oosts of the InBtltution's
bu1ld1nge,capital Improvements to land a.nd
buildings, a.nd equipment which are com-
puted in accordance with 1200.436Deprecia-
tion.
b. In the absence of the alternativea pro-

vided for in Beetion A.2.d, Selection oC dis-
tribution method, the expenses included in
this category must be allocated in the fol-
lowingmanner:
(1) Depreciation on buildings used exclu-

sively in the conduct or a single function,
and on capital improvements a.nd equipment
used in suob build1ngs, must be assigned to
that function.
(2)Depreciation on buildings used ror more

than one fUnction, and on capital improve-
ments a.nd equipment used in suob buildings,
must be allocated to tbe individual functions
performed In each building on the basis of
usable square feet of space, excluding com-
mon areas suob B.B hallways, stairwells. and
reatrooms.
(3) Deprecia.tlon on buildings, capital im-

provements and eQuipment relatlld to space
(e.g., individual rooms, laboratories) used
Jointly by more tha.n one function (&8 deter-
mined by the users or the space) must be
treatlld as follows. The coet of ea.ch Jointly
used unit of llPacemust be allocated to bene-
fttt1ng-functions on the basis of:
(a) The employee full-time equivalents

(FTB8) or salaries and wages of those indi-
vidual functions benefitting- from the use of
that space; or
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(b) Institution-wide employee FTEs or sal-
aries and w&g8llapplicable to the benefitting
~or functions (see Section A.I) of the in-
stitution.
(4) Deprec1ation on certain capital im-

provements to land, slloh as paved parking
areas, renoes, stdewalka, a.nd the like, not in-
cluded in t.be cost of buildings, must be allo-
cated to user categoriea of students a.nd em-
ployees on a full-time eqUivalent ba.sis. The
amount allocated to the etudent category
must be aBBlgnedto the instruotion function
or the InBtitution. The amoaJlt allocated to
the employee category must be rurther allo-
cated to the major functions or the InBtitu-
tion in proportion to the salaries and wages
of all employees applicable to t.bOllefunc-
tions.

3.1nteTest

Interest on debt associated with certain
buildings, eQuipment a.nd capital improve-
ments, as defined in 1200.449Intllrest, must
be classified as an expenditure under the cat-
egory FaciUties. Theee costa must be allo-
cated in the same ma.nner as t.be deprecia-
tion on the buildings, equipment and capital
1mprovements to which the mteeest relates.

4. Operation and Mallltenance Ezpen3es

a. The expenses under th1s heading are
those that have been incurred for the admin-
istration, Buparviaion, operation, matnte-
na.nce, preservation, a.ndprotection of the in-
stitution's pllyBical pla.nt. They include 6][-

penses normally incurred for Buch items as
janltoria.l and utility aerviC8B;repairs a.nd
ordinAry or normal alterations of buildings,
rurnlture and eq\llpment; care oC grounds;
ma.intena.nce a.nd operation or buildings a.nd
other pla.nt facillti8ll; security; earthquake
and disaster preparedn8ll8; environmental
sa.!ety; hazardous waste disposal; property,
liabWty and all other insurance relating to
property; space and capital leasing-; faciUty
planning and management; a.nd central re-
ceiving. The operation and maintenance ex-
pense catllgory should also include its allo-
cable share of fringe benefit costs, deprecia-
tion, and interest costs.
b. In the a.bsence of the alternatlveE pro-

vided for in Section A.2.d, the expenses in-
cluded in this oategory must be allocated in
the same manner as deecribed In subsection
2.b for depreciation.
c. A utWty cost adjustl;lent of up to 1.3

percentage points may be included in the ne-
gotiated indirect cost rate of the IHE for or-
ganized research, per the complltation alter-
nativ8ll in paragraphs (e)(l) and (2) of this
section:
(1)Where space is devoted to e. single func-

tion and metering allows unambiguou.e meas-
urement of usage related to that space, coats
must be IUll!lgnedto the function located In
that space.
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(2) Where space IS alloc&ted to diUerllDt
functions and metering does not allow unam-
biguous measurement of usage by flUlCtion.
coeta mut be allocated as follOWS:
(1)Utll1ties OOBteMould be apportiolled to

functioI18 in the B&IIlem&IlIler&8 deJl1'8Oi&-
tlOII. based 011 the caleula.ted difference be-
tween the eite or building actual square foot-
~e for monitored research laboratory space
(site, building. noor, or room), and a sepa-
rate calculation prepa.rBdby the IHE using
the "eUeotlve square footage" described In
subsection (c)(2Xll)or this Bectlon.

(11) "Effective square footage" allocated to
research laboratory Bpa.cBmut be ca.lcul&ted
&B the actual square footage tlmee the rel-
ative energy ut1l1z&tlonindex (REUl) JIOIlted
on the OMli Web Bite at the time of a rate
determination.
A. This index Is the ratio of a laboratory

energy uee index (lab Em) to the cor-
responding index for overall average college
or university spa.ce (college Em).
B. In July 2012. values for these two Indices

(taken respectively from the Lawrence
Berkeley Laboratory "Labs for the 21st Cen-
tury" beDchmarking tool http://
labs21benchmarklD9.lbl.Qo1l/CompareData.php
and the U8 Department of Energy "Build-
Ings Energy Data.book" and http://
buildingsdatabook.eren.lioe.goVICBECS.asp:r)
were 310 kBtu/eq ft-yr. and 155 kBtulsq ft-yr.,
so that the adjutment. ratio IS 2.0 by this
methodology. To retain CurrllDCY,OMll w11l
adjust the Em numbers from time to time
(no more often than annually nor lees often
than every 5 years), uing rellable and pub-
licly disclosed data. Current values of both
the EU1s&lid the REm will be posted on the
OMBWebsite.

5. General Administration ana General E:rperue.

a. The expenses under thIS heading are
those that bave been incurred for the general
executive and a.dm1n1strative omees of edu-
cational 1nst1tutioDll and other expeIl8esof a
general character which do not relate solely
to any major function of the tnetltution; l.e .•
solely to (1) instruction, (2) organized reo
6e&l'Ch,(3) other apDII80redactivities, or (4)
other Institutional activities. The general
adminIStration and general expenee category
should •.lao include Its allocable share of
fringe benefit costs, operation and mainte-
nance llXpeIl8e, depreciation, and interest
costs. Examples of gllDeral admiD1Btration
and general expenses include: those expeIl8es
inourred by administrative officee that serve
the entire university system of which the in-
stitution 18a part; centra.! offices of the in-
stitution such as tbe President's or
Chancellor's oIDce, the oIDces for InsUtu-
tion-wide financial management, buiness
services, budget and planning, personnel
m~ement, and aa!ety &lid ri8k IDaIl8€e-
ment; the office of tbe General Coun88l; and
the operatdcns of tbe oentral administrative

2 CFR Ch. II (1-1-15 Edition)

~ement information systems. Gi:neral
admtniBtratlon and general expenaeB must
not include expenses incurred within Don-
university-wide dea.ns' offices, aoademic de-
partments, orga.nized researcb units, or simi-
lar organizational units. (Bee subsection 6,
Departmental adminlatratiOD expenses.)
b. In the absence of the altern&tlves pro-

vided for In Section A.2.d, the expenses in-
cluded In this category must be grouped first
acoord1llg to common major functions of the
1nst1tution to whioh they render servicee or
provide beneOts. The llBgregate expenses of
each group mut then be allocated to serv-
iced or bllDefltted funct10na on the modified
total coo baala. Modifled total costs oonBlet
or tbe aa.meelements as those In Section C.2.
Wben an activity included in this indirect
(F&A) cost category provides a service or
product to anotber tnetitution or orga.niza-
non, an Il.pproprl&te adjutment muet be
made to either the expenaes or the bas1s of
allocation or both, to assure a proper alloca-
tion of costs.

6. Depa.!1mental AdmInistration Expenus

a. The expensee under thIS heading are
those that have been incurred for adminis-
trative and supporting services that benefit
common or joint departmental activities or
objectives in academic deane' officea, aca-
demic departments and divlSioIl8, and orga-
nlEBd research umte. Organized reeea.rcb
units inolude such units as tnetitutes, study
centers, and research centers. Departmental
adm1n1Btration expeIl8eB are subject to the
followlDB'IImltations.
(1) Academic dea.ns' officee. Salaries and

operating 8XpenllB8are limited to thOBeat-
tributable to admin1stratlve funCtiODB.
(2) Academic departments:
(a) Ba.1arI.eeand fringe bens11ts attrib-

utable to the adm1nIstratlve work (including
bid and propoBal preparation) of faculty (In-
cluding department heads) and other profell-
Bional personnel conducting research and/or
instruction, must be allowed at a rate of 3.6
percent of modilled total direct costs. Thill
category doee not include profeesional busl-
nsee or professional adm1n1Btrative omcers.
ThIs allowance must be added to the com-
putation of the Indirect (F&A) oost rate for
major functions In Section C, Determination
and application of indirect (F&A) OOBtrate
or rates; the expe_ covered by the allow-
ance must be exoluded from the depart-
mental adm1nietratlon cost pool. No docu-
mentation is required to support thIS allow-
anne,
(b) Other admlniBtrative and supporting

expenees incurred within academic depart-
ments are allowable provided they are treat-
ed coIl8tstently in I1ke clrcumatances. Thill
would Inolude expeIl8es such as the salaries
of 88cretarial and clerical stafJB, the salaries
of admlnlBtrati va officers lLIId a.as1stants,
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travel. office auppllllB, stockrooms. and the
like,
(8) Other fringe benefit COBtaa.pplicable to

the salariea a.nd we.gee included in sub-
aectlona (1) &JId(2) are a.llowa.ble.a.s well a.s
&JIappropriate share Ofgeneral administra.-
non and general expenses. operation a.nd
maintenance expenses, and deprec1a.tlon.
(4) Federal agencies may a.uthorize reim-

bnrsement of a.dditiona.l006tBCordepe.rtment
heads a.nd ra.culty only in exceptlonal ca.ses
wbere a.n Institution can demOJlJltrate undue
hardBhlp or detriment to project perform-
a.nee. .
b. The following guidelines apply to the de-

term1na.tion of departmental a.dm1nlstrative
costs as direct or ind1rect (FoltA)costs.
(1) In developing the departmenta.l admin-

IStration cost pool. special care should be ex-
erci8ed to ensure that costs incurred for the
1I&Dl8pUrpoS8 in like circumstances a.re
trea.ted conslztently as either direct or indi-
rect (FoltA)costs. For example. sa.larles of
technical staff, laboratory supplies (e.g.,
cham1cals). telephone toll charges, a.nimals,
a.nlma.l care coste, computer ccets, travel
costa. and specla.l1zed shop coste must be
treated as direct costa wherever Identifiable
to a partioular cost objective. Direct charg-
ing of these coste may be accomplished
througb 6pecllic Identl11catlon DCtndlvtdual
costs to benefitting cost objectives, or
through recharge centers Drspecla.l1l1edserv-
Ice Ca.c1l1tlee,as appropriate under the ctr-
cumsta.ncee. See §§200.418Direct costs, pa.ra-
graph (c) a.nd 200.4688peciallBed service fa-
ciUtles.
(2) Items such &8 oroce supplles, posta.ge,

low telephone costa, &JIdmemberebipe ml1llt
normally be treated &8 lndirect (FoltA)costs.
C. In the absence of the alternatives pro-

vided for in Seetlon A.2.d, the expenll8s in-
cluded in thia category muat be allocated aa
follows:
(1) The admtniatrative expenses of the

dean's oro.ce of each college a.nd achool must,
be allooa.ted to the academic departmenta
wit.hin that college or achool on the modlfled
total cost bu1e.
(2) The a.dm1nlStrativ8 expenses of each

aca.demic department, a.nd the department's
share of the Bll:peDll8llallocated in subsection
(1)must be allocated to the appropriate rune-
tiona of the department on the modifted
toW coat basts.

7. Spo1lso.ed ProjecU Administration

a. The expenses nnder thie heading are llm-
lted to those Inourred by a eeparate organi-
zation(s) established primaI1ly to a.dm1nlSter
sponsored projecte, Inoludlng such functions
lIB gra.nt and contract adminlstration (Fed-
eral a.nd non-Federal). special security, pur-
chasing, personnel. a.dminlstratlon. a.nd edit-
Ing and publishing of resea.rch a.nd other re-
ports. They include the salaries and expenses
of the head of such organization, asststente,
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and immedia.te staff, together with the sala-
ries and expenses of personnel engaged in
supporting activities ma.lnta.ined by the or-
ganization, such lIB stock rooms, print shops,
and the 11ke.ThlB ca.tegory also includes an
allocable sha.re of fringe benefit coste, gen-
era.] .a.dministration a.nd general expenses,
operation a.ndrna.intenance expenses, and de-
preciAtion. Appropria.te a.djustments will be
made for services proVided to other tunctions
DrOrlra.nfza.tlODs.
b. In the a.bsence of the alterna.tlves pro-

vided for in Bectlon A.2.d. the expenses in-
cluded In thill category must be allocated to
the major tunctlons of the institution under
which the sponsored projects a.re conducted
on the bu1e of the mod1f1ed total coat of
sponsored projecte.
c. An appropriate adjuatment must be

made to elimiDate a.uy duplicate charges to
Federal awarde when thi5 ca.tegory lncludel;
similar or identical activities &8 those in-
cluded in the general administration and
general expense category OTother indirect
(FoltA)cost Items, lIuch all a.ccountiDg, pro-
curement, or per8CDDllla.dmlnlBtratiOD.

8. LibraT]! E%penses

a. Tbe expensee under thIS heading are
thoae that have been 1nourred for the oper-
ation of the llbrary, including the coet of
books a.nd llbrary materiale purchased for
the library. leas any items of library income
that QualifY as a.ppllcable ored1ts under
1200.406Appllca.ble credits. The libra.ry ex-
pense category should also include the fringe
benefits appllca.ble to Ule aala.rles a.nd wages
included therein. a.n aPPropriate Bha.re of
general admlniBtration &JIdgeneral expense,
operation a.ndmaintena.nce expense, and. de-
preciation. Coste incurred in the purch&Bes
of n.re books (m1l8eum-type books) with no
value to Federal awards should not be allo-
cated to them.
b. In the a.bsenoe of the alternatives pro-

vided for in Bectlon A.2.d, the expensee in-
cluded in tbia C&tegory must, be allocated
firSt on the basis of primary categories of
uaers. including students. profeasional em-
ployees, a.ndother WIers.
(1) The student category must, consist of

1'I11l-timeequivalent studenUl enrolled at the
institutiOD, regardless of whether they earn
credits toward a.degree or certificate.
(2) The profeeelona.l employee category

must consISt of 1.11Ca.culty membere a.nd
other profeesionaJ employees of the inetttu-
tton, on a full-time equivalent baais. This
category may also include post-doctorate
renows a.ndgra.duate students.
(3) The other users category must consist

of a rea.sonable mctor as determined by insti-
tutional records to account for all other
users of library facUities.
c. Amount allocated In paragraph b of thle

section must be allsigDed further LS follows:
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(1) The amount in the student category
must be assigned to the instruction function
of the institution.

(2) The amount in the prof_Ional em-
ployee ca.tegory must be ass1gned to the
major functions of the institution in propor-
tion to the sal&rles II.Ildwages of all faculty
members BJld other prof_lonal employees
applicable to those functions.

(8) The amount in the other users category
must be IUl6ignedto the other institutional
actlvitiell function of the lnetltutlon. .

9. Stuaent Administration alUi SenJicll8

a. The expenaee under thie heading are
those that have been incurred for the adm1n-
!etratiO!l of student arf&1rsBJld for services
to students, including expenHS of such ac-
tivities as de&nllof students, admtllllione,reg-
istrar, counseling and placement services,
student advisers, student health and Infir-
mary services, catalogs, and commence-
mente and convOcations. The eala.rIee of
members of the academic staU whose respon-
stbIHtles to the institution require adm1n1e-
tratlve work that benefits sponsored projects
may also be included to the extent thAt the
portion cbarged to student admin1stratlon Ie
deteniuned in accord&ncs with Subpart E-
Cost Principles of this Part. This expBDBe
category &leo includes the fringe benefit
costs appl1ce.bleto the eala.rIes and wages in-
cluded therein, an a.pproprta.te eb.a.reof gen-
eral adm1n1stra.tion BJld general expenses.
operation II.Ild maintenance, interest ex-
pense, and depreciatiOn.

b. In the a.bsenC8of the alterna.tlveB pro-
vided for in Section A.2.d, the expenses in
thie category must be allocated to the in-
struction f1mctlon, and subSeQuently to Fed-
eral awards In that function.

10. Off.et far IndiTect (F&A) Ezpen8e' O1.JI£T-
wise PT01lided far by the FedeTaI Govern-
ment

a. The IteJDllto be aocumulated under this
heading are the re1mbursements and other
payments from the Feder&l Government
which are made to the institution to support
solely, speolflcally, a.nddirectly, in whole or
In part, any of the admin1stratlve or service
activities described In subsections 2 through
9.

b. The lteme in thle group mnat be trMted
as e. credit to the aUected individual indirect
(F&A) cost category before that category Ie
allocatsd to beneOttlng functions.

O. DETZRIDNATION AND ApPLICATlONOF
INDIRECT (F&A)COST RATE ORRATES

1. IndiTect (F &.04) Cost Pools

a. (1) Subject to subsection b, the separate
categories of Indirect (F&A) costs allocated
to each major function of the InStltutiou as
prescribed in paragraph B of. this paragraph

2 CFRCh.1I (1-1-15 EdItIon)

C.l Identtfication aDd &S8lgnmentof indirect
(F&A)costs, must be aggregated and treated
as a common pool for that function. The
amount In sa.oh pool must be divided by the
d1etrlbutlon ba.sedescribed in lubsectlon 2 to
arrive at a single indirect (F&A)cost ra.te for
each function.

(2) The rate for each f1mctlon is WIed.to
d1etrlhnte Indirect (F&A) ocste to individual
Federal awards of that function. Since a
common pool Ie established for each major
function of the institution, a separa.te indi-
rect (F&A) COltrate would be eetabUBbed for
each of the major functions descrihed in Bec-
tion A.l under which Federal awa.rds are car-
ried out.

(S) Each institution's indirect (F&A) cost
rate process must be appropria.tely dellipleil
to ensurs that Feder&l sponsors do not In
any way Bubsldize the indirect (F&A) coste of
other sponsors, specifically activities spon-
sored by Indwstry and foreign governments.
Accordingly. ea.ch allocation method used to
identifY and allocate the Indirect (F&A) cost
pools, 108 deecribed In Sections A.2, Crtterla
for distribution, IoDdB.2 through B.9, must
contain the full amount of the InBtltution's
modified total costs or other appropriate
units of measurement used to make the com-
putatiODB. In addition, the fina.l rate d1e-
trlbutlon base (alldefined In subsection 2) for
each maJor function (orga.n1zedrese&l'ch, In-
stroction, etc., as described In Section A.l.
Major functions of an InBtitutlon) must con-
tain all the prograJDllor activities which uti-
liu the indirect (F&A) costs allocated to
that major function. At the time an indirect
(F&A) cost proposal is submitted to a cog-
nlzant a.gency for indirect coste, ea.oh Ineti-
tutlon must describe the procese It UBllll to
ensurs that Feder&l funds are not used to
sube1d1H industry and foreign government
funded programs.

b. In some Insta.noos a single rate ba.s1stor
use across the board on all work Within a
major function at an institution may not be
appropriate. A stngle rate for resea.rch, for
example, might not take Into account those
different environmental factors and other
conditions which may affect subetantially
the indirect (F&A) costs applicable to a pa.r-
ticula.r segment of research at the IDIltitu-
tion. A particule.r segment or resea.rch may
be that performed under a single sponsored
a.greement or it may constst of research
under a group of Federal awards performed
in a common environment. The environ-
mental factors are not l1m1tsd to the phys-
Ical location of the work. Other important
factore are the level of the administrative
support required, the nature of the !ac1l1tieB
or other resources employed, the scienttnc
d1eciplines or tecbn1caJ Blolls Involved, the
orga.nizational arrangements ueed, or any
combination thereot If a particular segment
of a sponsored aiI'eement Ie performed with-
In an environment which appears to generate
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a aignifica.ntly ditIerent level of indirect
(F&A) coste, provts1ons sboald be ma.l1efor a
separate indirect (F&A) cost pool applicable
to lIuch work. Tbe separate indirect (F&A)
cost pool should be developed doriJlBthe reg-
ular course of the rate determination process
and the sepa.rate indirect (F&A) cost rate re-
sulting therefrom should be ut1l1zed; pro-
vided It Is determined that (1) such indirect
(F&A) cost rate differs slgnl1lcanUy from
th&t which would have been obtained UIlder
subsection a, and (2) the volume of work to
which such rate would apply Is material in
relation to other Federal awards at the insti-
tution.

2. Tlul Distribution Basis
Indirect (F&A)costa muat be distributed to

applicable Federal awards and other benefit-
ting a.ctIvities within each major function
(see section A.l, Major functions of an insti-
tution) on the ba.8Jsof momned total direct
costs (MTDC). consisting of all salaries and
wages. friDge benefitll, materials and sup-
plles, eervices, travel, and up to the first
$25.000 of each subaward (regardless of the
period covered by the subaward). MTDC Is
deflned in 1200.68 Mod1fledToW Direct Cost
(MTDC).For t.hIs purpose, an indirect (F&A)
cost rate &bouldbe detennined for each of
the separate indirect (F&A)C08tpools devel-
oped pursuant to subeection 1. The rate in
each C&8e should be etated &8 the percentage
which the amount of the particular Indirect
(F&A) cost pool is of the modified toW di-
rect ooste identified wit.h8uch pool.

3. Ne(JotiaWJ Lump Sum for Indirect (FttA)
COsts

A negotiated fixed amount in 11euof indi-
rect (FltA) costa may be appropriate for seU-
contained, off-<lampua,or prlma.r1ly subcon-
tracted activities where the benefits derived
from an instltutlon'slnd1rect (F&A) services
cannot be rea.l1lly determined. Such nego-
tiated indirect (F&A)costs will be treated &8

an offset before allocation to instruction, or-
g&DIzedresearch, other sponsored activities.
and other institutional activities. The base
on which such remaining e~Il8eS are allo-
cated shoald be appropriately adjusted.

4. PredetermJned Rates for Indirect (PttA) cosu
Public Law 8'1~8 (76Stat. 43'7) as amended

(U U.S.C.• 7(8) authorizee the use of pre-
determined rates In dete1'l'll1n1ngthe "indi-
rect costs" (indirect (FltA) costs) applicable
under research agreements with educational
Institutions. The stated objectives of the law
are to Simplify the administration of cost-
type reesarch and development contracts (in-
cluding grants) with educational institu-
tions. to Cac1l1tate the preparation of their
budgetll, and to permit .more e~dltious
C10880Utof such contracts when the work is
completed. In view of the potential advan-

pt. 200, App, III

tages oUered by th1s procedure, negotiation
of predetermined rates for Indirect (F&A)
coste for a period of two to four years should
be the norm in thoee situations where the
cost e~rlence and other pertinent faotl!
ava.1lable are deemed eufficient to enable the
parties involved to reach an informed judg-
ment as to the probable level of indirect
(F&A) coste during the ensuing accounting
periods.

5. NegoUaWJ Fired Rate& and GafT"/l-Forward
ProvUions

When a fixed 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 the next rate negotiation.
When the rate is negotiated before the carry-
forward adjUlltment Is determined, the carry-
forward amount may be applied to the nut
subaequent rate negotiation. When such ad-
justments are to be made, each fixed rate ne-
gotiated in advance for a given period will be
computed by appJ.y1ngthe expected indirect
(F&A) costs allocable to Federal awards for
the forecast period plus or m1nUllthe carry-
forward adjustment (over- or under-recovery)
trom the prior period, to the forecast dis-
tribution bue. Unrecovered amounts under
lump-sum agreements or cost-sharing provi-
sions of prior years must not be carried for-
ward for consideration In the new ra.te nego-
tiation. There must. bowever. be an advance
understanding In each case between the In-
stitution and the cognisa..nt agency for indi-
rect costs as to whether these dUferences
wlli be considered in the rate negotiation
rather tha.Dma.ldJlg the determination after
the d1fferenoea are known. Further, institu-
tions electing to use this carry-forward pro-
vision may not Bubll8Quentlychange without
prior approval of the cognizant agency for
indirect cosUl. In the event that an institu-
tion returns \0 a post-determined rate, any
over- or under-reoovery during the period in
which negotiated fixed rates and carry-for-
ward provisions were followed will be in-
cluded in the subsequent post-detennined
rates. Where multiple rates are used. the
aame procedure will be appl1cable for deter-
m1nIng each rate.

6. Provisional and FffUlJ Rates for Indirect
(FttA) COIU

Where the cogn.l.zant agency for Indirect
costs detenntnea that cost e~ence and
other pertinent facta do' not Justify the use
of predetermined rates, or a fixed rate with
a carry-forward, or 11 the parties cannot
agree on an equitable rate, ••provisional rate
must be establiShed. To prevent 8Ubstantlal
overpayment or underpayment, the prOvi-
sional rate may be adjusted by the cognizant
agency for Indirect costs during the instltu-
tlon'B fiscal year. Predetermined or fixed
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rates may replace provisional rates at any
time prior to the close or the 1llstitution's
fiscal year. If a provisional rate is not re-
placed by a predetermined or fixed rate prior
to the end or the institution's f1ecal year, a
final rate will be estabJiBhed and upward or
downwardadjllBtments will be ma.4ebased on
the actual allowable coets incurred for the
period involved.

7. Fixed Rates 10'1' the Ule of the Sp/nuoTed
A/lfeement

Except lUIprovided in paragraph (cXl) of
f:lOO.414 IndireCt <F&i:A)costs, Federal agen-
c1811must use the negotiated rates, must
paragraph (b)(1) Cor indirect (F&:A)coste in
effect at the time oC the initial award
throughout the UCeof the Federal award.
Award levels for Federal awards may not be
adjusted in future years lUI a reeult of
cha.ng'es in negotiated rates. "Negotiated
rates" per the rate agreement include final.
fllted, and predetermined rat811and exclude
provisional rates. "Life" ror the purpose of
this subeectlon means each competitive seg-
ment of a project. A competitive segment Is
a period of ye&l'&approved by the Federal
awarding agency at the time or the Federal
award. If negotiated rate agreements do not
extend through the Ufe of the Federal award
at the time of the initial award, then the ne-
gotiated rate ror the last year DC the Federal
award must be extended throUlrh the end of
the Ufeof the Federal award.
b. Except &IIprovided in §llOO.414 Indirect

(F&i:A)costs, when an educational lnstitutioD
does not have a negotiated rate with the
Federal Government at the time or IlJ1 award
(beca.ueethe eduoatlonal inBtitution Is a new
recipient or the parties cannot reach agree-
ment on a rate), the provisional rate used at
the time of the award must be adjusted once
a rate 18negoti&ted and approved by the cos-
n1za.ntagency ror indirect OOIIts.

8. Limitation on ReimbvTsement of
Administrative CasU

a. Notwithstanding the provisions of sub-
section C.l.a, the administrative costs
charged to Federal awards awarded or
amended (including continuation and re-
newal awards) with effective dates beginning
on or after the start of the institution's first
fiscal year which begins on or after Ootober
I, 1991,must be Umited to 26% of modified
total direct costs (as detlned in subsection 2)
for the total of General Administration and
General Expenses, Departmental Adminis-
tration, Sponsored Projects Adminlstra.tlon,
and Student Administration and Services
(Including their allocable share of deprecia-
tion, interest oosts, operation and mainte-
nance expenses, and fringe benefits coste, &II
provided by Section B, Identification and &.8-
signment of Indirect (F&A) coets, and all
other types of expenditures not llsted spe-

2 CFRCh. II (1-1-15 Ecltlon)

cifically under one of the subcategories of t,.,..
cilities in Section B.
b. InStitutiOIl8 should not chaIllfe their ac-

counting or cost allocation methods If the ef-
fect Is to cba.nge the charging of a particular
type of cost frOmF&i:Ato direct, or to recias-
sllY costs, or increase allocations from the
administrative pools Identified in paragrapb
B.l or th1e Appendix to the other F&A cost
pools or fringe benefite. CognJ.zant agencies
Cor indirect cost are authorized to allow
chang811 where an lnstitutlon's charging
pra.ctices are at variance with acceptable
pra.ctices followed by a subetantial majority
of other tnstdtutdons.

9. Altematioo MetMd 10'1'Administrative Costs
a. Notwithstanding the provisions of sub-

section C.l.a, an 1nl!t1tution may elect to
claim a fUed allowance for the "A4m1nis-
tration" portion of ind1rect (F&A)coste. The
allowance coold be either 24% of modified
total direct costs Dr a percentage equal to
9li~. of the most recently negot1ated f1Jledor
predetermined rate for the cost pools in-
cluded under "Administra.tion" as defined in
Bection B.I, whichever ia 1ll8ll.Under this al-
ternative, no cost proposal need be prepared
for the "Adm1n1stration" portion of the indi-
rect (F&:A)cost rate nor 18further Identifica-
tion or documentation of these oosts re-
quired (see 8ubeection c). Where a negotiated
indirect (F&A) cost agreement Includee thiB
alterna.tive, an institution must make no
further charges for the expenditure cat-
egories deBCr1bedIn Section B.ll, General ad-
ministration and general expenses, Section
B.6, Departmental administration expenses,
Section B.7, Bponeored projects adm1Il1stra-
tion, and Section B.9, Student adm1.n1stra-
tion and services.
b. In negotiations of rat811for subsequent

periods, an ln8titution that baa elected the
option of subseCtion a may continue to exer-
cise it at the same rate without further Iden-
tification or documentation of coste.
c. If an institution elects to accept a

threshold rate as deflDed in subSection a of
th1s section, It is not required to perform a
detalled &n&lya1sof its administrative costs.
However, in order to compute the facll1tles
components of Its Indirect (F&A} cost rate,
the institution mllBt reconcile ite ln41:rect
(F&:A)cost propoeal to Its financ1al state-
ments and make appropriate adjustmentB
and reclassifications to Ident1!y the oosts of
each major function as detlned in Section
A.l, as wen as to identify and allocate the fa-
cilities componenUs. Adm1n18tratlve costs
that are not Identified as such by the 1DBtl-
tution's accounting Iystem (such as those in-
curred in academic departments) will be
cla8ll1fiedas inBtructional coate for purposes
of reconclliDg indirect (F&i:A)cost proposals
to financial ststements and allocating facUl-
ties coets.

206

ATTACHMENT .•.•_Q_ .. _
PAGE •...l_2:9_ .. OF .•.~.~._ PAGES



OMB Guidance

10. Individual Bate Components

In order to provide mutually agreed·upon
Information Cor management purposes, each
Indirect (F&A) cost rate negotiation or de-
termination most Include development of a
rate Coreach Indirect (F&A) cost pool ae well
as the overall Indirect (F&A) cost rate.

11. Nego~ation and Approval of Jndjrect (Fd!A)
Bate

a. Cogntzant agency for Indireot costs is
defined In Subpa.rt A-Acronyms and Defini-
tions.
(1) Coet negotiation cogntzance is 8.BSigned

to the Department of Health and Human
Services (HHS) or the Department of De-
IeDlle's OMce of Nan.! Resaarch (DOD), nor-
mally depending on whioh of the twc agen-
cies (HHS or DOD) provides more funds to
the educational lnstitution for the most re-
cent three years. Informat10n on funding
must be derived from relevant data gathered
by the Nat10nal Science Foundat10n. In cases
where neither BRS nor DOD provides Fed-
eral funding to an eduoat1onal institution,
the cogn1za.nt agency for Indirect ccetl! &II-
signment must default to HHS. Notw1th-
standing the method Cor cogn1za.nce deter-
mination described in this eect1on, otber ar-
rangements Cor cogn1za.nce of a particular
educational Inatatutron may al80 be based In
part on the types of research performed at
the educational institution and must be de-
c1ded baaed on mutual agresment between
HH8 and DOD. Where a non-Federal entity
only receives funds as a subrec1pient, 1200.831
Requirements for p&Il&-througbent1t1es.
(2) Arter cogn1zance Is 8BtAbl1Bbed,it must

cont1nue for a ftve-ye&.rperiod.
b. Aooeptance of rates. See 1200.414Indi-

rect (F&A) coete.
c. Correcting deflciencies. The cogn1za.nt

agency for Indirect coste must negot1s.te
changes needed to correct systems defl-
ciencies relating to accountability for Fed-
eral awards. Cogn1za.nt agencies for Indirect
costs must addrB8B the conoerns of other al-
fected agencies, jl/l appropriate. and must ne-
gotiate special rates Cor Federal agencies
that are reQuired to l1mlt recovery of indi-
rect costs by statute.
d. Resolvtng Questioned costs. The cog-

nizant agency for Indirect costs must con-
duct any nec-..ry nego~1atlons with AD edu-
cationallnBt1tutton regarotng amounte ques-
tioned by audit that are due the Federal
Government related to costs covered by a ne-
gotiated agreement.
e. Retmbursement. Retmbursement to cog-

nizant agencies for Indirect costs for work
performed under this Part ma.y be made by
raimburaement bllUng under the Economy
Act, 31U.S.C. 1535.
f. Procedure for establishing facilities and

adm1n1strative rates must be established by
one of the following methods:

pt. 200, App. III

(1) Formal negotiation. The cogni&ant
agency ror indirect coBts is respons1ble for
negotiating and approving rates Cor an edu-
cationallnstttution on behalf or all Federal
agencies. Federal awa.rd1ng agenc1es that do
not have cogn1za.nce for indirect coste. must
notify the oognizant agency for Indirect
coste or speci!lc concerns (i.e., a need to 88-
tabliBb special coet rates) wh1ch could a.ffect
the negotiation Jll'Oceea.The cognizant agen-
cy tor Indirect coste must address the con-
cerns of all Interested agencies, as appro-
priate. A pre-negotiation conferance D1&ybe
scheduled among all 1nterel!ted agencies, 1f
necessary. The cognizant agency ror 1ndirect
costs must then a.rra.nge a negot1ation con-
ference with the educatlonai lnetitution.
(2) Other than formal negotiation. The cog-

nizant agency for Indirect coste and edu-
cational Instatutaon may reach an agreement
on rates without a. tormal negotiation con-
ference; for example, through correspond-
ence or use of the s1mpl1ned method de-
scribed in this section D or this Appendix.
g. Formalizing determina.t1ons and agree-

mente. The cognizant agency for Indirect
coats must formalize all determinat10ns or
agreements reached with an educational 1n-
st1tution &Ddprovide copiee to other agen-
cies having an Interest. Determtnataone
&bould include a description of any adjust-
ments, the actual amount, both dollar and
percentage adjusted, and, the reason for mak-
ing a.djDBtments.
h. DlBputee and dtsagreemente. Where tbe

cogn1za.nt agency for Indirect coats is unable
to reach agreement With an educational in-
stitution w1th regard to rates or audit reeo-
lutlon, the appeal system or the cognizant
agency for Indirect C08te must be followed
for resolution of the d1Bagreement.

lZ. standard FOfT1IDtfor Submission

For facilities and admlnlstrative (Indirect
(F&A» rate proposals, educatiOnal InBtltu-
tiona must use the atandard format, shown
In section E of this appendix, to subm1t the1r
Indirect (F&A) rate proposal to the cog-
niu.nt agency ror ind1rect costa. The cog-
nizant agency for Indirect coste may, on an
institution-bY-InBt1tution basis, grant excep-
tions from all or portioJl8 of Part n of the
IltaDda.rd format requirement. This require-
ment does not apply to educattonal Inst1tu-
tions that use the simpl1ned method for cal-
culating indirect (F&A) rates, as deecribed in
Section D oCthis Appendix.
As provided In secnen C.I0 of thiB appen-

dix, each F&A cost rate negotiation or deter-
mination must Include development or & rate
for each F&A cost pool as well &8 the overall
F&A rate.
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D. SIMPLIJ'IKD METHOD FOR SMALL
INIlTITllTIONS

1. General

a.. Wbere the tota.1 direct C08t of work eov-
ered by thi8 Part a.t an institution dOIl8not
exceed 110 mnuon In a. flBcaJyear, the sIm·
plUled procedure dBllC11bedin subsections 2
or S may be uBed in determ1n1DBallowa.ble
Ind1rect (F&A) coste. Under th1a atmplified
procedure, the !DBt1tution's most recent an-
nWLlfiDADcia.J.report II.Ddimmediately ava.11·
able supporting information must be utilized
as a basis for determining the Indirect (F&A)
coat rate applicable to all Federal awards.
The tnstitutron may USB either the B&lar1ea
and Wll4tBa(see subseotion 2) or modified
tota.1 direct coste (see subsectdcn S) as the
distribution ba.818.

b. The simplified procedure abould not be
ueed wbere It produces resulte which appear
inequitable to the Federal Government or
the Institution. In any suob case, indirect
(FatAl coste abould be determined througb
use of the regula.r procedure,

2. Slmplljfed ProceduT&-Salariu and Wages
Ba3e

a. Establiab the total amount of sa.la.ries
and wll4tB8pa.1dto all employees of the instl·
tution.

b. Establish an indirect (F&A) cost pool
consl8t1Dlr of the expenditures (lllI:clue1veof
oaplta.1 Items and. other coste Bpeo1noallY
Identified All unallowa.ble) wblch oustomarily
are classified under the following titles or
their equivalents:

(1) General a.dm1D1atratlonand general ex·
JlBIlSB8 (exclue1ve of COIltaof student adminis-
tration and serviOll8, lItudent activities, stu-
dent a.1d,II.Dd8cbolarsh1ps).

(2) Operation and ma.1ntenance of pbye10al
plant and depreciation (after appropriate ad·
justment for costs applicable to other 1IlBtI·
tutlonal acttvt tiM).

(3) Library.
(4) Department admin18tratlon expenses,

which will be computed as 20 percent of the
salaries and eXPBIlBesof deans and beads of
departmentls.

In those cases where expenditures ciaast-
fied under subsection (1) have previously
been allocated to other institutional actlvi·
tiea. they may be included In the Indirect
(F&A) oost pool. The tota.1 amount of sala.-
ries and w&&,esincluded in the indirect (F&A)
cost pool mut be separately Identified.

c. Establlab a salary and wage distribution
base, determined by deducting from the tota.1
of salaries and W&&'BBas establlabed in sub-
section a from the amount of s&lar1es and
wages inoluded under subsection b.

d. Establish the lDdirect (F&A) cost rate,
determined by dividing the amount in the In-
dire<Jt (F&A) cost pool. aubaeetaon b, by the

2 CFR Ch. II (1-1-15 Edition)

amount of the distrlbut.lon base, subsection
c.

e. Apply the indireCt (F&A) cost rate to di-
reot salar1ea and W&&,BBfor Individual agree-
ments to determine the amount of indirect
(F&A) coata allocable to lIuch agreements.

3. Slmplljfed PTocedUT~Modifted Total Direct
Coat Base

a. Establ16b the total coste Inourred by the
lnBt.ltution for the base period.

b. EBtabl1Bh an 1Dd1rect (F&A) coat pool
cons1st1Dg of the expeDditllJ'B8(exclue1ve of
oap1ta.1 items and other coats speo1.fically
identified as unallowable) which oustomarily
are clasB1ned under the following titles or
their equivs.lents:

(1) General admin1Btration and general ex-
peIlBllII(exo111ll1veof coats of etudent admin1B-
tratlon and eervtces, student activities, stu-
dent ald, and 8cbolarBblpe).

(2) Operation and maintenance of pbye1cal
pla.nt and depreciation (after appropriate ad·
Justment for costs applicable to other tDBt.I·
tutional activities).

(3) Library.
(4) De))lll'tment adm1D1stration expenses.

wbleb wID be computsd &820 percent of the
s&larlea and expenaes of deans and beads of
de))lll'tments. In those cases wbere expendi·
tures olass1fied under 6ubsection (1) have
previously been alloce.t.ed to other inet1tu·
tional activIties, they may be included lDthe
indirect (F&A) cost pool. The mod1.fiedtotal
direct costa amount Inoluded in the indirect
(F&A) cost pool must be 88p&J'&telyidentl·
fied.

c. EstabliBh a modifted tota.1 direCt cost
dllItr1button base. &8deCiDedin Sect.lon C.2,
The distribution bae1s, that cons1Bta of all
tDBtltution's direct flmctiOD8.

d. Establish the 1DdireCt (F&A) cost rate.
determined by dividing the amount in the In-
direct (F&A) cost pool, Bubsection b, by the
amount of the d18tr1butlon base, subsection
c.

e. Apply the lDd1rect (F&A) cost rate to
Lbe mod111edtotal direct costa for individual
&.&"reementsto determ1De the amount of incH·
rect (F&A) coats allocable to such &.&'rBB.
ments.

E. J)OOU)4ENTATION REQtllRBMKNTS

The standard format for documentation re-
quirsmente for Indirect (indirect (F&A» rate
proposals for claim1Dg coate under the reg.
ular method 18 available on ths OMB Web
site bere: http://UJW1IJ.whltehoUle.goviombl
granu ,Jornu.

F. CERTIFICATION

1. Certification of C1uJ.rge3

To assure that expenditures for Federal
a.wards are proper and in accordance with
the agreement documents and approved
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project buc1gets, the annual and/or final fie-
cal reportll or vouchere requesting payment
under the agreements will Include a. cert11l-
cation, aigned by an authorized ommal of
the un1vers1ty, which reads "By B1gntng thlls
report, I certify to the best of my lmowlec1ge
a.ndbelief that the report lis true, complete.
a.ndaccurate, and the expenditures, diabU1'8e-
mente and cash receipte are for the purposes
and Intent set forth in the a.ward documents.
I a.m aware that any fa.lse, fictitious, or
fraudulent infonnation, or the om1salon of
any ma.ter1a1fact, ma.y eubject me to crimi-
nal, civ1l or adm1n18trative penalties for
fraud, false ata.tements. false claims or oth-
erwiBe.(U.S. Code, Title 18, Beotion 1001 and
T1tle 31, Sections ~33 and 3801-3812)".

2. Certification of Indirect (F81A) CosU

a. Policy. Cognizant agencles must not ac-
cept a proposed indireot cost re.ts unless
such ooate have been oerti!1ed by the edu-
cational lnstitution using the Oertificate of
Indirect (F&A) Ooate Bet forth in subsect10n
F .2.C
b. Tbe certificate mUBtbe Blgned on behalf

oC the Institution by the chief financial oID-
.car or an individual designated by an indi-
vidual a.t a level no lower than vice president
or ohief !1nancial pIDcer.
An indirect (F&A) cost rate le not binding

upon the Federal Government if the most re-
cent required prop0ll8.1from the instltutlon
bae not been certifted. Where it 1s necessary
to establish indirect (F&A) cost ratee, and
tbe institutlon bas not submitted a certlfied
propoaaJ Cor esta.blleb1ng such rates In ac-
oordance with the requiremente of th1e sec-
tton, the Federal Government must un1la.ter-
ally esta.blish such rates. Such ratee ma.y be
based upon audited historical data or Buob
other data that have been furniabed to the
cognizant agency for Indirect coate and for
which it can be demonstrated that all unal-
low&blecosts have been excluded. When indi-
rect (F&A) cost, r&tee are un1laterally esta.b-
lished by the Federal Government becauee of
!allure of the 1natltutlon to submit a cer-
tified proposal for esta.bl1ab1ngBUchrates In
accordance with th1e seotlon, the rates es-
tablished will be set &t a level low enougb to
ensure that potentially unallowable costs
will not be reimbureed.
c. Certificate. Tbe cert1flc&te requlred by

this section must be in the following form:

CKRTlFlCATB OF INDIRECT(F&A) COSTS
This is to certlCy that to tbe beet of my

knowlec1geand belief:
(1) I have reviewed the indirect (F&A) cost

propoeal 8ubmltted berewith;
(2)All coste Inoluded in this proposal [iden-

tify d&te] to esta.blish billing or f1Ilal indi-
rect (F&AJ costs rate for [1dentify period
covered by rate] are allowable in accordance
with tbe requlrements of the Feder&l agree-

pt. 200. App. N

ment(e) to which they apply and with the
eost principles applicable to tboee agree-
mente. .
(3)Tb1aproposal does not include any coets

which a.re unallowa.ble under Il.ppl1oa.blecost
prlncl:ples suob as (without limitation): pub-
nc rel&tloDJ!coete, oontributions and dona-
tions, entertainment coats. fines and pen-
alties, lobbying coate, &nd defenee of fraud
proceedings; and
(4) All costs included In th1e proPoeal are

properly allocable to Federal agreemente on
·the baBia of a beneficial or caueal relation-
ship between the expeneee incurred and the
agreements to which they are allocated in
accordance with applicable requirements.
I lJeclare that t.l:le fore~o1DgIs true and cor-
recto

Institution of IDgber Education:
Signature:
Name of Official:
Title:
Date of Execution:
[78 FR 78608, Dec. 26, 2013, &8amended at 79
FR 75888, Dec. 19, 201(]

APPENDIX IV TO PART 200-INDIRECT
(F&A) OOSTS lDENTIFlCATION AND
ASSIGNMENT,ANDRATE DB'J'ERMINA-
TION FOR NONPMFIT ORGANIZA-
TIONS

A.GENERAL
1. Indirect coste are thoee that have been

Incurred for common or joint objeCtives and
cannot be rll&d1ly Identitled with a par-
ticular final coat objective. Direct coat of
minor amounte may be treated as indirect
coste under the conditions described in
1200.413 Direct costs paragraph (d) or th1e
Part. A1'ter direct cOBte bave been deter-
mined and lUl81gneddirectly to awards or
other work as appropriate, indireot ooste are
tbose remaining to be allocated to benefit-
ting cost objectlves. A cost may not be allo-
cated to a Federal award &8 an indirect coat
If any other coat inourred for the same pur-
pose, In like circumataneea, ball been ae-
signed to a Federal award as a direct cost.
"MaJor nonprofit oIlranizatlona" are de-

f1ned in 1200.414 Indirect (F&A) ccste. See in-
direot cost rate reporting reautremente in
seotlons B.2.e and B.S.gof tb1e Appendix.

B. ALLoCATION OF lNDIJlJWI' COSTSAlIIl
DK'l'ERMIl'ATION OF INDIRECT COST RATBS

1. General

B. If a nOIlProfit orga.nl.zatton bas only one
major function, or wbere all ita major rune-
tione benefit trom it! Indireot coste to ap-
proXimately the same degree, the allocation
of Indireot costa and the oomputa.tlon of an
indirect cost rate may be accompliahed
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through simplified allocation procedures, &ll
described In section B.2 of t.h1sAppendU.
b. If an organization ba.s several major

Cunctions which benefit from lte Indirect
coste In varying degrees, allocation oC indi-
rect coste may require the accumulation of
suob coste into separate cost groupiDgB
which then are allocated individually to ben-
efitting functions by means of a base which
best measnres the relative degree of beDefit.
The iDdirect eoste alloo&ted to each function
are then distributed to individual Federal
awards and other activities Inoluded In that
function by meaJ1llof an indirect cost rate(e).
c. The determination of what constitutes

an orga.n1z&tlon's major functiOns will de-
pend on ite purpose In being; the types of
services it renders to the public, Its cilentB.
and Its members; and the amount of effort it
devotes to such activities a.s fundra.lslng,
public information and membership activi-
ties.
d. SpeCifiCmethods for allocating Indirect

costs and computing Indirect cost rates
&.longwith the conditions under which each
method should be used are deecr1bed in sso-
tlon B.2 through B.1lof this Appendix.
e. The we period for the &.lloca.tlonDCin-

IUrect coste Is the period in which such costs
are inourred and accumulAted for &.lloe&.tion
to work performed in that period. The baae
period normally should coincide 'lrtth the or-
ganization's f1scaJ. year but. in any event.
muet be so selected as to avoid inequities In
the &.lloca.tlonof the coste.

2. Simplified Allocation Met.Jwd

a. Where an orga.nization's major Cunctlons
benent from 1t6 lnd1rect cost6 to a.pproxl-
mately the B8JJ1edegree. the &.lloca.tlonof In-
direct costs may be accomplished by (i) sepa-
rating the organization's tot&.l ooets Corthe
ba.ee period a.s either direct or indirect, a.nd
(U) dividing the tota; &.llowa.bleindirect
coste (net of applica.ble credits) by an equi-
table distribution we. The result of this
process is an Indirect coat rate which Is need
to distribute Indirect costs to individual
Federal awarde. The rate should be expreeeed
&8 the percentag'e whloh the toW amolUlt of
allowa.ble Indirect coste bears to the base se-
lected. This method should &leo be used
where an organ1za.tion ha.s only one major
function encompa.ee1ng a number of indi-
vidual projecte or a.ctivitiee, and may be
used where the level of Federal a.wards to an
orga.n1zatlon i& relAtivelY small.
b. Both the direct costs and the indirect

coste must exclude capital expenditU1"ll8and
unallowable coste. However, unallowable
costs which represent activities must be in-
cluded in the direct coste under the condi-
tions described In 1200.413Direct COBU!. para-
graph (e) oC this Part.
c. The distribution base may be total di-

rect costs (excluding capital expenditures
and other distorting Items. such as sub-

2 CFRCh. H (1-1-15 EdtIon)

a.wards for 525,000or more), direct sa.lanes
and wages, or other base which results In an
equitable distribution. The distribution base
must exclude participant support costs as de-
C'medIn 1200.76 Participant support coste.
d. Except where a special raters) is re-

quired in accordance with section B.6 of this
Appendix, the indirect cost ra.te developed
under the above princ1ples is applicable to
all Federal awards oC the organ1za.tlon. If &
special rate(s) ill required. appropriate modi-
fications must be made In order to develop
the spec1a.lrate(s).
e. For an organ1za.tion tha.t receives more

than 110million in Federal funding of direct
costs In a f1sc&.lyear. a breakout of the indi-
rect cost component Into two broad cat-
egoriBS,Fa.c1lities and Administration as de-
fined in section A.S of t.h1sAppendU, is re-
quired. The rate In each ease must be stated
&8 the percentage which the amount oC the
particular Indirect cost category (i.e., Facili-
ties or Administration) Is of the distribution
base identtned with that category.

3. MultiJJle .AllocatiQ71 Base Method

a. General. Where an orga.nizatlon's indi-
rect COllts beneDt ite ma.jor functions in
varying degrees, indirect coste must be accu-
mulated into sepe.rate cost (frouplngS, &8 de-
scr1hed In 8ubpa.ragra.ph b. Each grouping
must \hen be allocated indiv1du&.llyto bene-
fitting functions by means of a. baSe which
beet mea.suree the relAtive benefits. The de-
fa.ult &.llocation ba.se8 by cost pool are de-
Ilcrthed In section B.S.c oC t.h1sAppendix.
b. Identtncation oC indirect coste. Cost

grouplnP must be eetabllahed 80 &II to per-
mit the &.llocatlon of each grouping on the
baeill DCbenefits provided to the major func-
tions. Each. groupina' must constitute & pool
of expellll8ll that are of lilte character in
terms of funotions they benefit and in terms
of the al1oc&.t1onbase which best meaeuree
the relAtive benellts provided to each func-
tion. The croupina's are cl&llll1fiedwithin the
two broad ca.tegories: "Facilities" and "Ad-
m1n1stra.tion," as described in section A.S of
thie Appendix. The Indirect cost pools are de-
fined a.sCollows:
(1) Depreciation. The expenses under this

heading are the portion of the ooets of the
organization's bulld1nge, cap1t&.l improve-
ments to la.nd and buildings, and equipment
which are computed in accordance with
f 200.496 DeprecIAtion.
(2) Interest. Interest on debt &88Ociated

with certain buUdlnP. equipment and eap-
Ita) improvements a.re computed In accord-
ance with tllO(U49 Interest.
(3) Opera.tion a.nd malntene.nce expenses.

The expenses under this heading are th ose
that have been Incurred for the a.dm1nilStra-
tlon, operation. maintenance, preservation,
and protection of the orga.n1sa.tion'8 physical
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plant. They 1.nclude expenses normally In-
curred for sucb Items &8: janitorial and utll-
Ity services; repa.irBand ord1.nary or normal
alteratione of buildings, fnrn1ture and equip-
ment; care of grounds; m&intenance and op-
eration of build\ngll and other plant faciJi-
ties; seourlty; earthquake and d1e&ster pre-
pa.redDeee;environmental safety; hazardollS
waste d!IIpoeal; property, liabWty and other
1.nsuranoe relat1Dg to property; space and
capital leaB1ng; facility pla.nn1ngand man-
agement; and central receiving. The oper-
ation and m.a.l.DtenanceexpeD8e8 category
must also iDclude its allocable eha.re of
fringe benefit costs, depreciation. and Inter-
est coste.

(4) General adm1nl8tra.tion and general ex-
penses. The expeIlll8llunder UlI8 beadiDg are
those that have been 1.ncurredfor the overall
general executive ad administrative offices
of the orga.nlz&tlon and other expenses of a
general nature which do not relate solely to
any major function of the organization. ThiS
category mllBt also include lte allocable
ehare of fringe benefit coste, operation and
ma1.ntenance expeIl8e, depreciation, and In-
tere.st oosts. Examples of th1e category In-
clude central officee, such all the director's
office, the orooe of !1.nanoe,bWliness serv-
Ices, budget and plannlng, personnel, B&fety
and risk management, general cOUIl8eI,man-
agement Information cystems, and library
costs.

In developing this cost pool, special care
ehould be exerol8ed to ensure that costs In-
curred for the came purpoee In like cir-
cumstances are tre&ted consiltently as ei-
ther direct or indirect coste. For e:u.mple,
sa.laries of tecOOlcal sta!f, pro'ect supplies,
project publication, telepbon8 toll cb&rges,
computer costs, travel costs., and epeciallzed
eervices coste mut be treated as direct coste
wherever ldent1f1able to & particular pro-
gram. The salaries and wages of admiDl8tr•...
tive and pooled clerical staff should nor-
mally be treated as iDdlrsct ooste. DIrect
cha.rg1ng oC these costs may be appropriate
&8described iD UOO.U8 Direct Costs. Items
such &8 offioe supplies, post&&"e,local tele-
phone eoste, perlodicale and membereh1ps
ehould normally be treated &8Indirect costs.

c. Allooatlon bases. Actual oondltlons
must be taken Into account In selecting the
be.aeto be llBedIn &llocating the expenses iD
each grouping to benefittiDg f'uDctlons. The
_nUal oonaideration In selecting a method
or a base is that It Ie the one best suited for
as8Jgn1ngthe pool of coets to coet objeotives
In accordance with bene11tsderived; a trace--
&ble cause and effect relationship; or logic
and reason, where neither the cause nor the
effect of the rel&tionshlp Is determinable.
When an allocation can be made by Ll!81gn-
ment DC a cost grouping directly to the func-
tion benefitted, the allocation must be made
In that manner. When the expenses in a cost
groupiDg are more general In nature, the at-
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location must be made through the use of a
selected baIlewhich produces results that are
equitable to both the Federal Government
and the organizdlon. The dlstr1bution muet
be made iD accordance with the bases de-
sorlbed herein unless It can be demonstrated
that the use of a different base would result
In a more equitable allocation of the costa,
or that a more rea.d1ly available base would
not Increase the coets charged to Feder&l
awazds. The resul t.Bof spec1&!cost atudies
(BUchas an engiDear1ng utility study) must
not be U8edto determiJle and allocate the iD-
dlreot oosts to Federal awazds.

(1) Depreciation. Deprecation expenses
mllBt be allocated In the following manner:

(a) Depreciation on buildings need exclu-
sively m the conduot oi a single funotion,
and on capits.l Improvements and equipment
used in such buildlngE, must be assigned to
that function.

(b) Depreo1a.tlonon buildings ueed for more
than one runctron, and on capital improve-
ments and equipment UBedIn sucb buildings,
must be &llocated to the individual functaons
performed In each building on the basis of
usable equare feet of space, excluding com-
mon areas, sucb as hallwaya, stairwells, and
reatroome.

(e) Depreolatlon on buildiDge, capital im-
provements and equipment related space
(e.g., indiVidual rooms, and 'labora.torlee)
need ,ointly by more than one function (as
determ1.ned by the llBerBof the apace) must
be treated IL6fol1oWll.The cost of each joint-
ly llBed unit of space must be allocated to
the benef1tt1Dgfunotlons on the bailie of:

(i) the employees and other UIlel'8on a tull-
Urne equivalent (FTE) ballI8 or salar181land
wages of those iDdividual functions benent-
tiDg from the \lB8 of that space; or

(11) organization-wide employee FTEs or
salaries aDdwages applloable to the benefit-
tiDg functions oC the organization.

(d) Deprecl&tlon on certain caplts.l im-
provements to land, BUchas P&vedparking
areas, fences, B1dewalkB,and the like, not in-
cluded In the cost ofbuildlngs, must be allo-
cated to user categorlee on a FTE basis and
distributed to ma'or funotlons In proportion
to the salariee and wages of all employees
&ppllcable to the functions.

(2) Interest. Intereet costs must be allo-
cated In the BalJlemanner aa the deprecla-
tion on the bulld1Dga,equipment and oapltal
equipment to which the Interest relates.

(S) Operation and maintenance expsnBBs.
Operation and ma.intenanoe Bl<psnBBSmust
be allocated in the B&Dle manner as the de-
preciation.

(4) General adm1nlstratlon and general ex-
penses. General a.dmin1&tration and general
expenses must be allocated to bsnef1tting
functlon's based on modified total costs
(MTC). The MTC 18the modllled total direct
costs (MTDC), a.s described In Subpart A-
Acronyms and Detlnitions of Part, 200, plus
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the allocated lIId1rect cost proport1on. The
ezpenses Included In this ca.tegory could be
grouped first accord1Ilg to major functiollll of
the orga.nlzation to which they render serv-
Ices or provide benefits. The aggregate ex-
penses or each group mWlt then be alloca.ted
to benefitting functions based on MTC.
d. Order of d1stribution.
(1) Indirect coat oa,tegories conslBt1ng of

depreclation. Interest, operation and ma.1nte-
nance, and general admlnlBtration and gen-
eral expenses must be allocated In that order
to the rema1n1ng Indirect coat categories as
well 8.6to the major 1\mctione of the organl-
zation. Other ooet categories l3houldbe allo-
cated In the order determined to be moat ap-
propriate by the organization, Th1Border of
e.lloca.tion does not apply it cross allocat1on
of coats ia made 8.6provided in section B.3.d.2
of th18AppendiL
(2)Normally, an 1nd1reotcost category will

be cons1dered cloeed once it has been aUo-
cated to other coat objeCt1ves, and coets
mWlt not be BUbeaqUentlyallocated to it.
However, a croaa allocation of coste between
two or more illd1rect costs categories could
be used 1f such allocat1on will result In a
more equitable allocation of costs. If a cross
allocation is used, a.n appropriate modifica-
tion to tbe compoeition of tbe Indirect coet
categories 18required.
e. Application of indirect cost rate or

rates. Except where a spec1a1 indirect cost
rate(e) 18required in acoordAncewith eeotion
B.5 of tb1a Appendix, the separate groupillgs
of indirect coste allocated to each major
runctton must be aggregated and treated 8.6a
common pool for that function. The coats in
tbe common pool must tben be distributed to
individUAl Federal awa.rdBincluded ill that
function by use of •. ~le lIldirect cost rate.
f. D18tribution baa1a. Indirect costa must

be distributed to applicable Federal awarde
and other benefitting activit1es with1D each
major function on the ba.s1aof MTJ)C (see
definit10n in f2JlO.68 Modified Total Direct
COlit(MTDC)of Part 200.
g. Individual Rate Componenta. An indi-

rect cost rate must be determined for each
separate indirect coet pool developed. The
rate In ea.cb ca.se must be ata.ted as the per-
centage whicb the amount of the partlcular
illdlrect coat pool 18or the dlBtrlbution base
identified with that pool. Each ind1rect coat
rate negotiat1on or determ1n&tion a«1'8ement
muet include development of the rate for
each 1nd1rect cost pool 8.6weU &II the overall
indirect cost rate. The lIldirect cost pools
must be classified within two broad oat-
egories: "FacilIt1es" 8.Ild "Administration,"
as described ill sectaon A.3 of tble Appendix.

4. Direct Allocation Method

a. Some nonprofit organizations tre&t all
ccste 8.6direct costa except general adminis-
tration and general expenses. These organi-
zations generally separa.te their costa lnto

2 CFRCh. II (1-1-15 Edition)

t.hres basic categories: (i) General admtn1ll-
tration and gener&l expenses, (11) fund-
ra181ng, and (111)other direct 1\mctione (in-
clud1Ilg projecta performed under Federal
&w&nle).Joint coats, such 8.6 depreciation.
rental costa, opera.tion and maintenance of
fac1litillll. telephone expenBB8,and the Ilke
are prorated lnd1vidu&lly &II direct costs to
each category and to eacb Federal award or
otber activity ua1ng a base most appropriate
to the particular coat being prorated.
b. Tb1amethod is a.ooepta.ble,provided eacb

,Oint ooet 18prorated uB1Dga base which ae-
c1ll'&telymeasures tbe benefits provided to
each Federal award or other activity. The
bues must be established in accordance with
raasonable criteria, and be BUpportedby cur-
rent data. This metbod 18 compatible with
the Standards of Accounting and Financial
Reporting for Voluntary Health and Welfare
Organ1zations 1BBUedjointly by the National
Health Cooncll, Inc., the National Allsembly
of Voluntary Health and Social Welf&reOr-
ga.n1z.atiana,and tbe United Way oCAmerica.
c. Under tb1s metbod, lIId1rect com con-

111atexcl118ively of geDerai adm1n1stration
and genere.l expenses. In all ctber respecta,
the orgJU:liza.tion'aiDd1rect coat rates must,
be computed ill the same manner 8.6that de-
Bcribed in eaction B.2 Simplified allocation
method of this Appendix.

5. Special Ind/rect CO!t Ra.tes
In some 1n8tanoes, a ~le ind1rect cost

rate for all activit1es of an organization or
for eacb major function of the organlzation
may not be appropr1ate, s1nce lt would not
take into l.OOount those different factors
which may substantially affect the indirect
costa applicable to a pa.rt1cular aegment of
work. For this purpoee, a pli.rticular seement
of work may be that performed onder a Bin-
gle Federal award or 1t may cons18t or work
under a group of Federal awarda perCormed
in a common environment. These factore
may include tbe physical location of the
work, the level or admin1Btratlve support re-
quired, tbe nature of the facilities or other
resources employed, the scient1f1c dlBciplines
or technical skills involved, the organiza-
t10nal &lTUlgementa used, or &DYcombina-
tion thereof. Wben a particular segment of
work 18performed in an environment which
APpears to generate a signlfica.ntly different
level of indirect costs, pr0v1a10DBshould be
made for a separate indirect cost pool appli-
cable to Bucb work. Tbe separate indirect
cost pool should be developed dur1ng the
couree of the regular &1l0cat1onprocese, and
the separate lnd1reCt coat rate resulting
therefrom should be used, provided lt 18de-
termined that (1) the rate differs s1gu1fi-
cantif trom that which would have been ob-
tained onder sections B-2,B.3, and B.4 of this
Appendix, and (11) tbe volume of work to
wblch the rate would apply is mater1al.
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C. NEGOTIATION M'D AP1'1tovALOF lNDIRI1CT
COST RATES

1. De/initiOn3

As used in this aection, the following terms
bave the meaDlngs set forth In tbiB section:
a. Cognwnt agency lOT i"/ldirect costs means

the FederaJ agency reaponsible for negotl-
a.ttng and apJ)1'Ovtngindirect cost rates for a
nonprofit organization on behalf of all Fed-
era.l~enoiell.
b. 1'Tedetenntned rate means an indirect cost

rate, appllcable to a specified current or fu-
ture period, usually the organization's flaca.l
year. The rate is balled on an BStimate of the
coats to be Inourred dur1ng the period. A pre-
determined rate is not subject to adjust-
ment.
c. Fixed Tate meanJ! a.n indirect cost rate

which has the same chara.cteristics as a pre-
determined rate, except that the difference
between the estimated costs and the actual
costs of the period covered by the rate is car-
ried forward as an adjustment to the rate
computation of a subsequent period.
d. Final rate means a.n indirect cost rate

appllcable to a specified past period wblch ie
based on the actual coste of the period. A
tlnal rate is not subject to adjustment.
e. Provtnonal rate or billing rate means a

temporary indirect coat rate appllcable to a
specified period wblch Is used ror funding, in-
terim reimbursement, and reporting indirect
costs on FederaJ awards pending the estab-
lishment of a Onal rate for the period.
f. Indirect cost JJTopo8a1 means the docu-

mentation prepared by an orpntza.tlon to
substa.nt1&teits claim for the reimbursement
of indirect coete. Th1Bproposal J)1'Ovidllllthe
ba.s1Bror the review and negotiation leading
to the establishment of an organization's in-
direct cost rate.
g. Cost obje~ve means a function, organ1za-

tlonaJ subdiv1B1on,contract, Federal award,
or other work unit 10r which coet data a.re
desired and for which provlB1onIs made to
accumulate and measure the cost or proc-
esses, projects, Joba and capitalized projects.

2. Negotiation and Approval 01RaWi
a. Unless dJfferent arI'lWgements are

agreed to by the Federal agencies concerned,
the Federal agenoy with the largest dollar
vaJue of Federal awards with an oiog&nlzatlon
will be destgnated lUI the cognizant agency
for lndJrect com for the negotiation and ap-
provaJ of tbe ~djrect cost rates and, where
neOBllll&rY,other rates aueh 8.8 fringe benefit
and computer charge-out rates. Once an
agency Is aBB1gnedcognizance for a par-
ticular nonprofit organization. the assign-
ment will not be changed unIese there is a
abln in the dollar volume of the Federal
awarda to the organization for at least three
years. All concerned Federal agencies must
be given the opportunity to participate in
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the negotIAtion PI"OCIlIl8 but, after a rate bas
been agreed upon, It will be accepted by all
FederaJ agenoillll.When a Federal agency bas
reason to believe thet special opera.ting fac-
tors affecting Its Federal awards neoeseitate
special Indirect cost rates in a.ccordance
with section B.li of this Appendix, It will.
prior to the time the rates are negotiated,
no~ the cognizant agency for Indirect
costs. (See also 1200.414 IndIrect (F&A) coste
of Part 200.) Where a non-Federal entity only
receives funds 88 a Bubreciplent, see the re-
quiremente of 1200.331 Requirements for
paIlS-throughentitles.
b. Except as othe1'w1seprovided in 1200.414

Indirect (F&A) coste paragraph (e) of tb1ti
Part, a nonprofit organization which baa not
prevlouBiy eetabliahed an indirect cost ra.te
with a Federal agency must submit its 1nI-
tialindirect coet proposal immed1ately a.tter
the organization is adviBed th&t a Federal
award will be made and, in no event, later
than three mont.hl!after the etiect1ve date of
the Federal award.
c. Unless approved by the cogn1zaDtagency

for Indirect llOIltsin accordance with 1200.41~
IndJrect (F&A) coete p&r&&Taph(f) of this
Part, organizations that have previously es-
tabllabed indirect cost ratllll must submtt a
new indJrect ceet proposal to the cognlza.nt
agency for indirect costs within six months
after the close or each t1scal year.
d. A predetermIned rate may be negotiated

ror use on FederaJ awards where there is rea-
BOIlAbleaIll!urance, b8.ll8don past experience
and rellable projection cf the organization's
coste, th&t the ra.te is not likely to exceed a
rate baaed on the organhatlon'B aotual coete.
e. Fixed rates may be negotiated wbere

predetermined rateB are not considered ap-
propriate. A fixed rate, however, must not be
negotiated If (1)all or a Bubstantial portion
of the organization's Federal awardB are ex-
pected to expire before the carry-forward ad-
Justment can be made; (11)the mix of Federal
and non-FederaJ work at the organ1za.tlon Is
too erratic to permit an equitable carry-for-
ward adjustment; or (111)the organization's
operations fluctuate Bignificantly tram year
to year.
f. ProvislonaJ and fina.J.rates must be nego-

tiated wbere neither predetermined nor fixed
rates are appropriate. Predetermined or
fixed rates may replace provislonaJ rates a~
any time prior t.o \he close of the organiza-
tion's fiBcal year. If th&t event does not
occur, a f1na.lrate w111be estabUabed and up-
ward or downward adjuBtmente w111be made
based on the actual allowable costs Incurred
for the period involved.
g. The results of each negotiation must be

formalized 1n a written agreement between
the cogniu.nt agency for indirect costs and
the nonprofit organization. Tbe cognizant
agency for indJrect costs must make avail-
able copies of the agreement to all concerned
Federal agencies.
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h. II fJ, dispute ari8es in a negotiation of &II
ind1rect cost rate between the cognlUnt
agency for Indirect cOBtsa.nd the nonprofit
orga.nlz&tion. the dispute must be resolved in
accorda.nce with the appeLls procedures of
the cogn1za.ntIllfency for indirect costs.
I. To the extent that problems are encoun-

tered among the Feder&l agencies in connec-
tion with the negotiation and approval proc-
eas, OMBwill lend aaaiBta.nce IlIl required to
resolve such problems in a ~ely manner.

D. Certification ofInd1rect (FilA) Costs

(l) Required Certification. No propoaa.l to
establish indirect (F&A) cost rates must be
acceptable unless such costs have been cer-
tIDed by the non-profit organization Wling
the CertIficate of Indirect (FatA) Costs set
eorth in section j. of this appenciU. The cer-
titlcate must be Bigned on beb&1fof the orga-
nisation by &IIlndlvlduLl at a level no lower
than vlee president Of chlef financial omcer
for the orga.nlz&tion.
(2) Each indirect cost rate propoaa.l must

be accompanied by a certification in the fol-
lowing form:

Certificate of Ind1rect (F&A) Costl!

This is to certify thet to the best of my
knowledge and belief:
(1) I have reviewed the ind1rect (F&A) cost

propoaLl submitted herewith;
(2) AlI ccete included in this propoaLl [Iden-

tify date] to establlBh billing or final indi-
rect (FatA) costs rate for [Identify period
covered by rate] are allowable in aooordanoe
with the requirements of the FederLl awards
to which they apply &lid with Subpart E-
Cost PJ1noiplee of Part 200.
(8) This propoaLl does not include any coste

which are un&llowable under Subpart E-
Coat PrInciples of Part 200 Buch IlIl (without
limitation): publlc relations coats. contribu-
tions a.nd donationB, entertainment coste.
fines &Ildpen&1tles, lobbying costs, and de-
fenee oC Craudproceeding6; and
(4) All costs inel uded in this propoea.l are

properly allocable to Federal awards on the
b&Blsof a beneficial or causal relatlonehlp
between the u:penBes inourred a.nd the Fed-
eral awards to. which they are allocated in
accordance with applicable requireJDents.
I declare that the foregoing Is true and cor-

rect.
Nonprofit Organization: _
Signature:
Name of Official:
Title:
Date of Execution:

2 CFRCh. II (1-1-15 Edition)

APPENDIX V TO PART 200-STATF/LOCAL
GoVERNMENTWIDE CENTRAL SERVICE
COST ALLOCATION PLANS

A.GENERAL

1. Most governmental unIt1!provlde osrtain
services, such &5 motor poola, computer cen-
ters, purcba.s1ng, accounting, etc., to oper-
ating Illfencies on a centralized basis. SinCII
Cederally-supported awards are performed
within the indivldual operating agencies,
there neede to be a proceee whereby these
central llervice COlltl!can be ldenti1led and
uslgned to benefttted activities on a reason-
able and coDBietent basis. The oentral service
cost allocation pla.n provides that procelllS.
All coati! and other data used to distribute
the costs included in the pla.n Mould be sup-
ported by formal accounting and other
records that will support the propriety of the
coats II8S1gnedto Federal awards.
2. Guidelines and illustrations of central

eervloe cost allocation plans are provided in
a brochure publlBhed by the Department of
HealUl and Human Services entitled "A
Guide fOT State. Local and Indian Trillal Gov-
ernments: Cost Pri'llCtplu and Procedu:reJ/ for
Developi1lD Cost Allocation Plans and hl4irect
Cost Rates for Agreemenu lDIth the Federal
Government." A copy of this brochure may be
obtained from the BHS Cost AllOCAtionServ-
ieee or at their Web site at http&://
rates.p&c.gov.

B. DEFINITIONS
1. Agency or operati1lD age7lCJl means an or-

ganizational unit or llub-diviBion Within a
governmental unit that is reepoDSibla for the
perf01'ID&DC8or adm1n1atration of Federal
awude or aotlvlties of the governmental
unit,

2. AUocated centTal sennces means central
eerv:IClll!that beneftt operating 1og8l1ciesbut
are not billed to the agencies on II. Cee-Cor-
servioe or B1mllar basis. These coste are allo-
cated to benefitted agencies on BOlDS reason-
..ble basis. Examples of such services might
Inolude general accounting, pereonnel ad-
ministration, pureblUltng, etc.
S. B1Ued centTal sl!TVice.f means central serv-

ices that are billed to benefitted agenclee or
programs on an lIldivldual fee-for-servlce or
s1mllar ba.eis. Typical examples of billed cen-
tral eervloes include computer eervIcse,
tranaportatlon services, Insurance, and
tringe benantl!.

4. Cognizant agfl1lCJl tor indirect costs is de-
fined in 1200.19 OOlfIl1za.ntagenoy tor indirect
costs oC this Part. The determination of cog-
nisant agency for indirect coste for states
Uld local governments is described in section
F.l. Negotiation and Approval of Central
Servioe PI&IlB.

5. Major local l10uernment means local gov-
ernment that receives more than $100 rn1lllon
In direct Federal awards subject to this Part.
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C. ScoPEOF THB C!:NTRAL SERVICECOST
ALLocATIONPLANs

The central service cost allocation pla.Ii
w1ll 1IIclude all central service costs that
will be cla1med (either as a billed or an allo-
cated coat) under Federal awa.rde and will be
documented 88 descr1bed 111section E. COBtI!
of central services omitted fi"om the plan
will not be relmblll1l8d.

D. 81lllKIBSIONREQlJlRElmNTS
1. Each state w1ll submit a plan to the De-

partment of Health and H11lJlaD8erv1c8Il for
ea.cb year in which it cla1me central lIervice
COEteunder Federal awar4s. TIle plan should
include (a) a.projection of the next year'lI al-
iocated central sernce coet (based either on
act.ual costs for the most recently completed
year or the budget prOjection for the com1Ilg
year). and (b) a reconcill&tion of actual allo-
cated central service costs to the estimated
costs used for either the most recently com-
pleted year or the year immediately pre-
ceding the moet recentlY completed year.
2. Ea.chmajor local government 18also re-

quired to llubmit •• pla.Ii to ite cogn1sa.Dt
agency for indirect coete annuallY.
3. All other looal governmente cla.lm1ng

central service costs must develop a plaD in
aecordance with the requirements described
in th1Il Pa.rt and ma1llta1Il the plaD and re-
la.ted supporting documentation for a.udit.
These local governments are not required to
submit their plans for Federal approva.l un-
lees they are epecUlca.1lyrequested to do eo
by the cognizIl.nt agency for 1ndirect coats.
Where a looal government only receives
funds as a subrecipient, the paas-through en-
tity will be J'eIlponaible for monitoring the
Bubrecipient's plan.
4. All central service cost allocation plans

will be prepared and, when required, sub-
mitted wltb1n B1xmonthe prior to the begin-
ning of ea.ch of the governmental unit's fie-
oal years in which it ]roposes to claim cen-
tral service costs. ExtenB10nema.y be gra.nt-
ed by the cognizant agency for indirect coete
on a caee-by-case baeis.

E. DOCUMENTATIONREQUlREYllNTSFOll.
SUBJ.Il'l"I'IiIDPLANS

The dOC11lJlenta.tionrequiremente described
111this section may be modlfted. expanded. or
reduced by the oogn1sa.ntagenoy for indirect
coats on a caae-bv-csse bas1e. For example.
the requirements may be reduced for those
central eervices which have little or no im-
pact on Federal awa.rds. Conversely, if a re-
view of a plan indicates that certain a.ddi-
tional information 18needed, a.nd will likelY
be needed in future years, it may be rou-
tinely requested in future plan eubmteatone.
Items marked with an aster1ek (*) sbould be
subm1tted only once; subsequent plllDl!
should merely indicate any changes since the
last plan.

pt.200,App.V
1. Gene1'al

All proposed plans must be accompanied by
the following: aD organization chart Buffl-
clentlY detailed to show operations including
the central service activities of the statel
local government whether or not they are
shown as benefitting from central service
functions; a copy of the Comprehenelve An-
nual Fina.nc1a.lReport (or a copy of.the Exec-
utive Budget if budgeted coats are being pro-
posed) to support the allowable COlltsof each
central Bervice activity 1IIcludedin the plan;
and, a. certification (see eubeectaon 4.) that
the plan 11'88 prepared in ~corda.nce with
this Pa.rt, contaiIus only allowable coste, and
was prepared in a manner that treated B1m1-
lar costs oonstBtently &moDi' the varloue
Federal awards and between Federal and
non-Federal awards/activities.

2. AUocated Centro./ Seroices

For each allocation central aervtce=, the
plan muet aleo include the following: a brief
descr1ption of the service, an identifiCAtion
of the unit rendering the service and the op-
erating agenoies receiving the service, the
iteJD8 of expense included in the COBtof the
service, the method used to d1etr1bute the
cost oC the service to benefitted agencies,
and a S11lJlmarYscbedule showing the alloca-
tion of eacb service to the specino benefitted
agenciae. If any seU-tnaurance funds or
1l'1ngebenefits cceta are treated as allocated
(rather tban b1lled) oentral services, docu-
mentation diecuaaed in BubsectiOn83.b. and
c. must aleo be 1ncluded.

3. muea SerlJicej

a. General. The information dll8Cr1bed In
this section mll8t be provided for all bUled
central services, includiDg internal aerv1ce
funds, self-insur&llce fundi, a.nd fringe ben-
e11tfunds.
b. Internal service funds.
(1) For each internal service fund or simi-

lar activity with aD operating budget of S5
m1lllon or more, the plan must include: a
brief description of each service; a balance
sheet for each fund ba.sed on indiv1dual ac-
counts oontained in the governmental unit's
accounting system; a revenue/expenses state-
ment, with revenUllBbroken out by source,
e.g., regular b1ll1ngs. intereet earned, etc.; a
listing of all non-opera tiDg transfers (lU!de-
fined by Generally Accepted Accounting
Pr1nolplae (GAAP» into and out of the fund;
a description of the procedures (method-
ology) ueed to cha.rge tbe coate of each serv-
Ice to users, including bow b1lJing ratell are
determined; a schedule of current rates; and,
a achedule comparing total revenues (includ-
ing imputed revenues) generated by the eerv-
ice to the allowable coste of the service, as
determined under this Part, with an expla-
nation of bow vartancee will be bandled.
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(2) Revenues must coDBistof all revenuee
generated by the service, including unbilled
and uncollected revenues, If some usere were
not bUled for the services (or were not billed
at the tn.ll rate for tha.t clas5 of users), a
schedule shoWing the full imputed revenues
lUlIlocla.tedwith these usere must, be pro-
vided. Expenses must be broken out by ob-
ject cost categories (e.g., lSAlart8/!,supplies,
ete.).
c. Self-inNUrance /und8, For eaoh eel!-ln8ur-

anee fund, the plan mlUlt lDclude: the fund
bala.nce sheet; a sta.tement of revenue and
expenses including. a summary of b1lliIIgs
and cla1ms paid by ~ency: a liJIting of all
non-operat1n8 traDBfers into and out of the
ftmd; the type(s) of risk(B) covered by the
fund (e.g., automobile liab1llty, workers'
compensation, eto.); an expla.nation 01 how
the level of fund contributions are deter-
mined, including a copy of the current actu-
aria1 report (with the actuartal lUlIlumptions
used) if the contributioDB are determined on
an actuarla.l basJe; and, t. dellCl'iption of the
procedures used to charge or alloca.te fund
contributions to benefitted activities. Re-
serve levels in excess of cla1me (1) submitted
and adjudicated but not paid, (2) lubmitted
but not adjudicated, and (3) mcurred but not
eubmitted must be identified and exp1a.1ned.
d. Fringe benefits. For fi1nge benefit OOIIts,

the plan must include: a listing of fringe ben-
efits provided to covered employees, and the
overall annual cost of each type of benefit;
current fringe benent policies; and proce-
dures used to charge or allocate the costs of
the benefite to benefltted activities. In add!-
uon, for pension and poBt-retirement health
insurance plans, the following informalJ.on
must be provided: the governmental unit's
ftmding policies, e.g., legiJllAtivebills, trust
84r1'eementB,or state:-mandated contribution
rules, if differant trom actuarially deter-
mined rates; the penaion p1an's coats accrued
for the year; the amount I'lmded, and cla.te(s)
of I'lmding; a copy of the current actuartal
report (including the a.ctuarlallL8llumptions);
the plan trustee's report; and, a. schedule
trom the activity showing the value of the
interest cost aseoctated with late tlmding.

4. Required Certification

Et.ch central service cost alloe&tion plan
will be accompanied by a certifie&.tion in the
following form:

CERTIFICATE OF COSTALLOCATION
PLAN

This iJIto oertify tha.t I have reviewed the
cost allocation plan Bubmitted herewith and
to the best oC my knowledge and belieC:
(1)All coats included in thiJl propo&.al[iden-

tify cla.te]to establish cost allocatioDBor bU-
1in8Bfor [identifY period covered by pan] are
allowable in accordance with the require-
ments of this Part and tbe Federal award(e)

2 CFR en, II (1-1-15 Edition)

to which they apply, Unallowable costs have
been atljusted for In allocating costs &.8 indi-
cated in the cost allocation plan.
(2) All costs included in this propoaa.l are

properly allocable to Federal awards OD the
buiJI ot a benefiCial or e&uBalrela.tionship
between the exP8l1SBSincurred and the Fed-
eral a.wards to which they are allocated in
accordance with applle&ble requirements_
Further, the same costs tha.t have been
treated as indirect costs have not been
clalmed as direct costa. Bim1la.r types of
costs have been accounted for conaisteDtly.
I declt.re tha.t the ioregt)ing is true and cor-
rect.

Governmental Unit:
Signature:
Ne.meof Omcl8.l:
Title:
Date of Execution:

F. NEGOTIATION AND ApPROVALOF CD.""I'RAL
SERVICEPLANS

1. Fed.nal Cognizant AuenclI for Indirect Costs
Arrignmentl f01' Cost Negotiation

In genera.I, unless different arrangements
are t.greed to by the concerned Federal agen-
cies, for central service cost allocation
plans, the ooKDiZantagency responsible Cor
review t.nd approval Is the Federal agency
with the largest dollar value of total Federal
awards with a governmental unit, For indi-
rect oost rates t.nd departmental indirect
cost allocation plans, the cognizant agency
ill the Federal agenoy with the largeet dollar
value of direct Federal a.wardswith a govern-
mental unit or component, &8 appropriate.
Once dea1gnated as the cognizant agency for
indirect costs, the Federal agency must re-
ma.in so for a period of five yea.rs. In addi-
tion, the following Federal agencies continue
to be respoDll1blefor the Indie&ted govern-
mental entities:

Department of Health and Human Services-
Public all81stanee and state-wide cost alloC&.-
tion plans for all states (including the Dis-
triot or Columbia and Puerto Rico), state
and 10e&1hospitals, libraries t.nd beal th dts-
tricts.

Department of the Intmor-Indian tribal
governments, territorial governments, and
state and local park and recret.tional dis-
tricts_

Department of Labor-State and local labor
departments.

Department of Education-School d1etricts
and state and Iced education agencies.

Department of AgTiculture-State and local
agriculture departments.

Department of TrC17h!:portation~Stateand
local airport and port a.uthorlttes and transit
districts.

Department of Commer~State and local
economic development dlstricts.

216

DATT ACHM ENT ••••----.--- •••
PAGE .,_~.:ry.,_OF J.l!~-.PAGES



OMS Guidance

Department of Houtring and Urban DelJelop-
meni-State and Iocal housing and develop-
ment districts.
EnviTonmental Protection A9encJ1-8tate and

local water and sewer districts.

2. Review

All proposed oentral service cost a.llocation
plane that are required to be llubmitted will
be reviewed, negotiated, and approved by the
cogn17.ant ~ency for indirect coste on a
timely basis. The oognizant ~ency for indi-
rect costs will review the pro]lOllalwithin aU
months of receipt ot the propoB&land either
negotiater'approve the propoeal or advise the
governmental unit ot the additl.onal docu-
mentation needed to BupportJevall1&te the
proposed plan or the cbaDgae requtred to
make the propoB&l acceptable. Once an
&gTeementwith the governmental unit bas
been reached, the agreement w111be a.ooepted
and used by all Federal agencies, UIll88Bpro-
hibited or limited by Btatute. Where a Fed-
eral awarding agency bas reason to believe
that special operating factors affecting its
Federal awards neceSBitate special constder-
ation, the l'nnding agency wID, prior to the
time the plans are negotiated, notify the
cognisant agency for l.nd1rect costs.

3. Agreement

The reeults or each negotiation must be
formalized in a written agreement between
the cognizant agency for indirect costs and
the governmental unit. This ILgl'eementwID
be subject to re-opening if the ~ement is
subsequentlY found to viol&te a statute or
the lnfOI1I1&tionupon which the plan Wllllne-
got1a.tsd is later found to bs materially in-
complete or inaoCurate. The results of the
negotiat1on must be made av&llable to all
Federal agenciea for their use.

4. Adju.tments

Negot1ated cost allocation plans based on a
propoaal later found to have included costs
that: <a) are unallowable (I) 8.8 specified by
law or regul&tion, (11)as Identified In subpart
F, General ProviBioI18for selected Items of
Cost of this Part, or (UI) by the terms and
conditions 01Federal awards. or (b) are unal-
lowable because they are clearly not 11.110-
cable to Federal awards, must be adjusted, or
a refund must be made t.t the option 01 the
cogn17.antagency for Indirect costs, includ-
Ing earned or imputed Interest from tbe date
of transfer and debt Interest, if &ppllcable,
chargeable In t.Ccordance with applicable
Federal cogniza.nt agency for' indirect costs
regulations. Adjustments or C8.8h refunds
may include, at the option of the cogn!u,nt
agency for Indirect coste, earned or imputed
Interest from the date of eXpenditure a.ndde-
linquent debt Interest, if appllca.ble, charge-
able in accordence with t.ppllcable cogn1r.a.nt
agency claims collection regulations. These

pt. 200, App. V

a.djustments or refunds are deslgned to cor-
rect the plans and do not constitute a re-
opening of the negotiation.

G. 0Tmi:R POLICIES

1. Billed Central Servi~ ActIvities

Each billed central service activity must
separately account for all revenues (includ-
Ing Imputed revenues) generated by the serv-
Ice, expenses incurred to furni&bthe service,
and profitlloss.

2. Working CopltaJ Re&eTVU

lnternal service l'nnds &redependent upon
a reasonable level of working capital reserve
to operate from one 1l1ll1ngcycle to the next.
Charges by II.DInternal service activity to
provide tor the B6tabli6l1rnent and malnte-
nance of a realIonable level 01 working cal>'
ital reserve, in addition to the full recovery
of ooste, are allowable. A working capital re-
serve &8 part, 01 retained ea.rninp of up to 60
calendar days C8.8bexpenses for ncrmal oper-
ating purPOB88is con.8ldered rea.eonable. A
working capital reserve ezceeding 60 cal-
endar days may be approved by the cog-
Illza.nt ~ency for indirect costs In excel>'
tional cases.

3. CaTTJ/-ForlDard Adjultnunts of A/Iocated
Crntral Service COS~

Allocated central eervice costs &reusually
negotiated II.Ddapproved for a future f1Bcal
year on a "fixed with carry-forward" basis.
Under this procedure. the fixed &mounts for
the future year covered by agreemeDt are
not subject to &djustment for that year.
However, when the &etaal costs ot the year
involved become known, the differences be-
tween the fixed &mounte previously approved
and the actual eoste wm be oLlTled forwa.rc1
and used as an adjastment to the fixed
amounte eetablished for a later year. This
"cllJ'I'Y-forward" procedure Appliesto all cen-
tr&l services wbose costs were fixed in the
approved plan. However, a oa.rry-10rward ad-
justment is not permitted. for Acentral serv-
ice activity that was not included in the ap-
proved plan, or for unallowable costs that
must be reimbursed Immediately.

i. Adjustments of Billed Central Servlces

Billing rates used to charge Federal awa.rd.s
must be b&sedon the eatlma.ted costs of pro-
viding the services, Including an esttmt.te of
the allocable central IlBrvice costs. A com-
pari80n 01 the revenue generated by each
billed service (including total revenues
whether or not billed or collected) to the ac-
tual allowable costs or the service will be
made at leut annually. and II.Dad,ustment
will be made 10r the dl!ference between the
revenue and tbe allowt.ble costs. These ad-
justments will be made through one of the
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following &djustment methods: (a) a caab re-
fund including earned or imputed interest
from the date of transfer and debt Interest, if
applicable. chargeable in accorda.nce with
appllcable Federal cognizant agency for indi-
rect coets regulatioDll to the Federal Govern-
ment for the Federal Bhare of the adjust-
ment. (b) credite to the amounte charged to
the Individual programs. (c) adjustmente to
future btlliDg rates, or (d) adjustmente to al-
located centrllolservice coste. Adjustmente to
allocated oentral services will not be per-
mitted where the total amount of the adjU8t-
ment for & pe.rt1oular service (Federa.l Bha.re
and non-Federal) Bhare exceeds S6OO.000. Ad-
justment methOdSmay Include, at the option
of the cognizant agency, earned or imputed
interest from the d&te cf expenditure and de-
linquent debt Interest, if applicable, charge-
able In accordance with appl1cable cogn1Z&nt
agency claims collection regulatioDll.

5. R.ec/Wds Retention

All central service cost allocation plans
and related documentation used ae a basis
for cla.1m1ng coete under Federal awards
must be retained for audit In accordance
with the records retention requirements oon-
talned in Subpart D-Post Federal Award
Requirements, of Part 200.

6.Appea.l8

If & dispute arieee in the negotiation of a
pian between the cogn1za.nt agency for indi-
rect costs and the governmental unit, the
dispute must be resolved In accordance with
the appeals procedur611 of the cognizant
agency for indIreCt coste.

7. OMB Asmtance

To the extent that problems are encoun-
tered among the Federal agencies or govern-
mental unite In connection with the negotia.-
tion and approval proce88, OMBwill lend &.I!-
eistance, &.I!required, to resolve such prob-
lema in I. timely manner.

APPENDIX VI TO PART 200-PUBLYC
ASSISTANCE CoST ALLOCATIONPLANS

A.GENERAL
Federllolly-financed programs a.dmin1etered

by state public &881etanceagencles are fund-
ed predominately by the Department of
Health and Human Services (HHS). In snp-
port of ite stewardablp requiremente, HHS
h&.l!published requiremente for the develol'
ment, documentation, subm!ss1on, negotia.-
taon, and approval of public &88istance cost
&1locationpiaDllIn Subpart E of 46 CFR Part
95.All administrative coste (direct and indi-
rect) are normally charged to FederAl AwardS
by implementing the public &.I!e1Btancecost
allocation plan. Th\1!Appendix extends these
requirements to all Federal AWarding agen-
crea whose programs are a.dm1nistered by II

2 CFRCh. II (1-1-15 Edition)

state public assistance agency. Major feder-
ally-financed programs typically admJn1s--
tered by state public &88ietanceagencies in-
elude: Temporary Aid to Needy Fa.m1lies
(TANF), Medicaid, Food Stamps, Child Sup-
port Enforcement, Adoptton A.881lltanceand
Foster Care, and Social BervlcelS Block
Grant.

B. DEFINITIONS
1. State public as.risW1lCe QQent:y mll&lll! a.

state agency a.dm1nistering or supervising
the administration of one or more public as--
Ilista.nce progr&JDl!operated by t.be Btate &8

ident11ied In Subpart E of 46 CFR Part 95.
For the purpose of this Appendix, theae pro-
gramB mclude all programB &dm1n1steredby
the etate public as81etance agency.

2. State public cunswnce llfIeTIC1Icosts means
all costs Incurred by, or alloca.ble to, the
state public assiBtance agency, except ex-
penditures for financial assistance, medical
contra.ctor paymente, food stamps, and pay-
mente for services and goods provided di-
rectJy to program recipients.

C. POLICY
State public assistance agencies will de-

velop, document and implement, and the
Federal Government will review, negotia.te,
and approve, public &BBi.stancecost &110ca-
tion pla.n&in accordance wit.b Subpart E of 45
OFR Part 95. Tbe plan will include all pro-
grams a.dm1nistered by the state publ1c as-
sistance agency. Where a letter of approval
or disa.pprovalis transmitted to a. state pub-
llc aaaistance agency In accordanoe with
Subpart E, the letter w111a.pply to all Fed-
eral agencies and programs. Tbe rema1n1ng
sections of this Appendix (except for the re-
quirement Cor cert1f1oation) I3UJDlI1&rlze the
proviB1onsof Subpart. E ot 45 CFR Pa.rt 95.

D. SUBMIIl8ION, ~'TATION, A),'D AP-
PMv~Or~c~~~~C~TA~~
CATION PLANS

1. State public &88istance agencies are re-
quired to promptly submrt amendments to
the cost allocat1on plan to HHB for review
and approval.
2. Under the coordinat1on process outlined

in section E, Review of Implementat10n of
Approved Plans, atrected Federal agencies
will review all new plana and plan a.mend-
mente and provide comments, &.I!appro-
priate, to HHB.The effective date of the plan
or plan amendment will be t.be flrBt dlloYof
the calendar quarter following the event
that required the amendment, unless an-
other date Is speolfically approved by HHS.
HHB, as the cognizant agency for indirect
costs acting on behalf of all affected Federal
agencies, w111,a.sneceB88.1'Y.conduct negotia.-
tions with the state public 8.88lstanceagency
and will Inform the state agency of the AC-

tton taken on the plan or pian amendment.
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E. REvlEWOF IMPLlDIENTATJON OF APPROVED
PLANs

1. Since pubUc &8BlBtancecost alloe&tlon
pl&nllare of a narrative nature, the review
during the plan approval process consista of
ev&ia&ting the appropriateness of the pro-
posed groupings of costs (cost centers) and
the related allocation basee. All such, the
Federal Government needs some &8BUra.nce
that the cost &ilocation plan baa been imple-
mented as approved. Th1s1BaccompUahed by
review!; by the Federal awarding agencies,
single audits, or audits oonducted by the the
cogn1zant agenoy for lnd1rect costs.
2. Where iIlapproprlate cbArgell affecting

more than one Federal award1ng agency are
Identified. the cogntzant HHS coat !legotla-
tlon office wUI be advtaad and will take the
lead in resolving the 1Bllue(s)a8 provided for
in subpli.rt E of 46CJ'R Part 95.
S. If a dispute ari8e8 in the negotiation of

a plan or from a d1e&llowanceinvolving two
or more Federal awarding agenoles, the dis-
pute must be resolved ill accordance with the
appeals procedures set out in 46CFR Part 16.
D1Bpu.te5involvillg only one Federal award-
ing agency will be resolved In acoordance
with the Federal award1Ilg lI4rency's appeal
process.
4. To the extent that problems are encoun-

tered amoDg the Federal awarding agencies
or goveJ'Ilmental units ill connection with
the negotiation and approval process, the Of-
fice of Management and Budget will lend BS-
e1Btanoe, as required, to resolve BUchprob-
lems in a timely manner.

F. UNALLowAlILE COSTS

Clai.m8developed under approved cost allo-
cation plans wUI be baaed on allowable costs
&5Identified ill th1s Part. Where unallowable
costs have been claimed and reimbursed,
they will be refunded to the program that re-
Imbursed the UDallowable cost using one of
the following methods: (a) a cash refund, (b)
OUaetto a subsequent cla1m, or (c) ored1ta to
the amounta charged to individa&l Federal
aWarda. Caah retunds, offsets, and credi ts
may include at the option of the cognizant
agency for iIldireot cost, earned or imputed
interest from the date of expenditure and de-
ltnquent, debt interest, if applloable, charge-
able in accordance with applicable cognizant
agency lor iIldirect cost claims collection
regulations.

APPENDIX VII TO PART ~TATES AND
LOCAL GoVERNllENT Al'.'D INDIAN
TRIBE INDIRECT COST PRoPOSALS

A. GENIIRAL

1. Ind!rect costs are those that have been
incurred for common or joint purposes.
Tbeae costs benefit more than one cost ob-
jective and cannot be readily identified with
a particular final cost objective without eC-

PI. 200, App. VII

fort dillproportlonate to the results achieved.
After direct C05tshave been determined and
&881gneddirectly to Federal llwardll and
other actlvltlea as appropriate, Indirect costs
are those rema1ning to be allocated to bene-
ntted cost object! ves, A cost may not be al-
located to a. Federal award as an Ind1rect
cost if any other cost incurred for the same
parpoee, In like oiroamata.nces, baa been as-
signed to a Federal award as a direct coat.
2. Indirect costs include (a) the indirect

oosts originating in each department or
lI4r8Doyof the governmental unit carrying
out Federal awards and (b) the costa of cen-
tral governmental services di8trlbuted
through the central service cost allocation
plan (as described ill Appendix V to Part
~tatefLocal Government and indian
Tribe-Wide Central Service Cost Allocation
Plans) and not otherwise treated as direct
costs.
S. Indirect costs are normally oharged to

Federal awards by the use of an iIldirect cost
rate. A separate indirect cost rats(s) Ie usu-
allY neoessary for each depa.rtment or &gen-
cy of the governmental unit claJrntng indi-
rect costs under Federal awa.rde. Guidelines
and illustrations of indireot coat proposals
are provided In a brochure pubU8hed by the
Department of Health and Haman Services
entitled ".4 Gutde for States and Loca1 Govern-
ment Agencies: Colt Prmciples and Procedures
JOT Establishing Co&t AUocation Pla7U and Indi-
reet Goat Rates JOT G~anu and ContTacu with
the Fed.tTal Government." A copy of this bro-
chare may be obtained from the HHS Cost
Allocation Services or at their Web site at
https:llrafes.psc.gov.
t. Because of the diverse characteristl08

and accounting practloes of governmental
units, the types of costs which may be cl&8BI-
l1ed as indirect coate C&!IIIotbe specil1ed in
all IlItuatlons. However, typical eu.m:plea of
ind1rect costs may include certain state!
local-wide central service costs, general ad-
mlD1stratlon of the non-Federal entity ac-
counting and personnel aervicee performed
wlthiD the Ilon-Federal entity, depreciation
on buUdings and equipment, the costs of op-
erating and maintainill&' laolll ties.
6. Th1s Appendix dON not apply to state

public aas1Btance lI4r8ncles. These agencies
should refer inStead to Appendix VI to Part
:IOO-Pablic AIls1stance Cost Alloe&tion
PlanB.

B. DBFU,'lTlONS
1. Base means the accumulated direct coats

(normally either total direot salaries and
wages or total direct ccsts exclusive of any
extraordinary or d1Btorting expenditures)
used to distrl buts indirect coste to iIldi-
vida&l Federal awe.rd!!.The direct cost base
selected should 1'B8ultIn each Federal award
bearing a fair lIhe.re of the indirect coets in
reasonable relation to the benents received
from the costs.
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2. Base peTiod for the allocation of indirect
costs ill the period In whicb such costs are In-
curred and accnmutated for aJlocation to ac-
tivities performed In tbat period. The base
period normally sbould ooincide with the
governmentaJ unit's fiBCaJ year, but In any
event, must be 60 aelected 88 to I.vold InequI-
ties in the aJlocation of costs.

3. Cognimnt ag/l1lql fOT Indirect co,ts means
tbe Federa.] agency reaponslble for reviewing
I.nd approving the governmentaJ unit's indi-
rect coat rate(s) on the behalf of the Federal
Government. The cogn1l&11tlI4l'encyfor indi-
rect coats aasignment 18described In Appen-
dix V, section F, Negotiation and Approval
of Central Service Pl&na.

4. Final Tate mea.nsan Indirect cost rate ap-
plicable to I. apecifted past period which Is
based on the actnaJ allowa.ble costs of the pe-
riod. A final audited rate 18 not Ilubject to
a.djustment.

6. Fi.red rate means an indirect cost rate
wb1cbbas the same cbaraoterlstlcs as 8. pre-
determined rate, except tbat the difference
between tbe estimated costs and the actual,
aJlowa.blecosts oC the period covered by the
rate Is carried Corwardae an adjUlltment to
the rate computation oC a.subsequent period.

6. IndiTect cod pool ill the accumulated
coats tha.t jointJy benefit two or more pro-
grame or otber cost objectives.

7. IndiTect con rate Is I. device Cor deter-
mining In a re880nable manner the propor-
tion of Indirect costs ea.ch program should
bear. It is tbe ratio (upreelled 88 a percent-
age) of the Indirect costs to a direct cost
ba8e.

8. Indirect colt rate prqposal means the doc-
umentation prepared by a governmental unit
or subdivision thereof to substantiate its re-
quest for the establishment of an Indirect
cost rate.

9. Predetermined rate means an indirect COIlt
rate, applicable to a 8pecified current or fu-
ture period, usually the governmentaJ unit's
f1soa.lyea.r. This rate is bued on an estimate
of the costs to be Incurred during the period.
Except under very unusual circumstances, a
predetermined rate i8 not subject to adjust-
ment. (Because of legal constra.1nts, pre-
determined rates are not permitted for Fed-
era.] contracts; they may, however, be used
for In'ants or coopera.tive agreements.) Pre-
determined rates may not be used by govern-
mental units that bave not submitted and
negotia.ted the rate with the cogniz&nt agen-
cy for indirect costs. In view of the potential
advantages offered by this procedure, nego-
tiation of predetermined rates for Indirect
costs for a period or two to four years should
be the norm in those situations wbere the
cost experience and otber pertinent facts
avalll.ble a.re deemed Ilutncient to enable the
parties Involved tc reacb an informed judg-
ment u to the probable level of Indirect
costs during the ensuing accounting periods.

2 CFRCh. II (1-1-15 EdiHon)

10. Prol1t8lon4l rate me&n6a temporary indi-
rect COEtrate applicable to a specir1edperiod
which 18used tor fWlding, interim reimburse-
ment, and reporting Indirect costs on Fed-
eral awarde pending the establ1ehment of a
"tlIIal" rate tor that period.

C. ALLOCATION OJ' lNDIll.ECT OOSTS AND
DllTERMJNATION OF lNDIIlJlCT OOST RATES

I. General

a. Wbere a governmental unit's depart-
ment or agency b&Bonly one major function,
or where all its major f1mctiODBbenefit from
the indirect costs to approx1m&telythe same
degree. the allocation of Indirect costs and
the computation of an indirect cost rate may
be accomp11llhedthrougb a1mpl1f1ed•.Hoca-
tton procedures as de6cribed In Bubsection 2.
b. Wbere a governmental unit'B depart-

mant or lI4l'encyha.a several major functions
which benefit from its indirect oosts in Very-
iDg degrees. the allocation of indirect coati!
may require the accumulation or such costs
into SBpar&tecost groUping8which then are
allocated Individually to benefitted func-
tions by mll&l1Sota ba8e which best meae-
ures the relative degree of benefit. The indi-
rect coste allocated to eacb function are
then distributed to individual Federal
awards and other activities Included In that
function by mll&l1Sof an Indirect cost rate(s).
c. Specific methods for allocating indirect

COBts and oomputing indirect cost rates
along with the conditions under whiob eacb
method should be used are described in sub-
sections 2, 3and 4.

2. Simplified Meth.od
a. ""'here a non-Federa.l entity's major

functions benefit from Its indirect coats to
approximately the a&medegree, the 1.1100&-
tion of indirect costs may be accomplished
by (1) c1&861fyingthe non-Fed.eraJ entity's
total coste for the base period as either di-
rect or indirect, and (2) dividing the total al-
lowable indirect COIlts (net of appl1cable
credits) by an equitable distribution base.
The result of this procees is an Indirect COIlt
rate whicb 18 used to distribute indirect
coats to individual FederaJ awa.rde.The rate
should be expresesd as the percentage whicb
the totaJ amount of allowable Indireot costs
be&rB to the base &elected. This method
should also be uaed wbere a governmental
unit's depa.rtment or agency bas only one
major function encompaesing a number or in-
divIdual projects or activities. and may be
used wbere the level of Federal awU'ds to
that depa.rtment or agency is relatively
small.
b. Both the direct coste and the Indirect

costs mWlt exclude capitaJ expenditures and
unallowable coste. However, una.llowable
costs must be Included In the direct costs if
they represent activities to whicb indirect
costs are properly allocable.

220

ATTACHMENT _,.J2__. .
PAGE ••_~~.,. OF •••~¥.P.... PAGES



OMB GuIdance

c. The diBtribution ba.8emay be (1) total di-
rect coste (excludlDg capital expenditurl!ll
and otber distorting lteDUl, such &8 pallS-
through funds, subcontracts in excess of
$26,000, pa.rt1cipant eupport coete, eto.), (2)
direct saJa.r1esand wagl!ll,or (3) another base
whicb resulte In an equitable distribution.

3. Multiple Allocation Bas« Method

a. Where a non-Federal entity's tndlrect
COlltebenefit ite major functiODAIn varyiDg
degrees, such coste must be a.coumulated
into aepa.ra.te cost group1ngll. Each grouping
must then be alloca.ted tndlvidually to bene-
fitted flmctions by mfJ&Dllof a base which
best measures tbe reJa.tive benetite.
b. The cost grouptngs should be 118tab1iehed

80 &8to permit tbe alloca.tion of each group-
lng on tbe basis of benefi te llI'Ovidedto the
major funotions. Ea.oh grouping should con-
stitute a pool of expenses that are of like
character In terms of tbe flmctions they ben-
efit and tn terms of tbe allocation base
which best me&8U1'88tbe relative benefite
provided to eacb function. The number of
Beparate groupings should be held with1D
practical limite, taking Into consideration
the materiality of the amounte Involved and
the degree of prec1siOIlneeded.
c. Actual conditions must be taken tnto ac-

COWltIn selecting the base to be used tn allo-
cating the eJ[peIIBl!IlIn each groupiDg to ben-
efitted functions. When an allocation can be
made by &88ignment of a coet grouptng di-
rectly to the function benefitted, the alloca·
tion must be made tn that manner. When the
expens88 In a grouptng are more ge»eral in
nature, tbe allocation ehould be made
through the use of a Illllected base which pro-
duC8l!reeulte that are equitable to both the
Federal Government and the governmental
unit. In general, any cost element or related
!actor &88OC1&tedwith the governmental
unit's activities 1Bpotentially adaptable for
use IL8 an allocation base provided that: (1) it
can readily be expreesed In terme of dollars
or other quantitative measures (totAl direct
coste. direct ealaries and wages, Btaff hours
appl1ed, equare feet used, hours of UY4re,
number of documente proceeaed, population
served, and the I1ke), and (2) it 16common to
the benefitted functions dur1Dg the base pe-
riod.
d. Except where a special indirect cost

rate(s) is required in accordance with para.
graph (0)(4) of th1B AppendiI, the separate
groupings of indirect coate allocated to each
major function must be aggregated and
treated IL8 a common pool for that tonction.
The coste In the common pool must then be
distributed to individual Federal awards in·
cluded In that function by use of a elngle m-
direct cost rate.
e. The d1Btrlbut.1onbase used ill compottng

the indirect cost rate for each tonction may
be (1) total direct coste (excluding capitAl ex-
pendltures and other distorting item.ll such

Pt. 200, App. VII

lUI p&B8-throughfunds, subawa.rda in exeesa of
$26,000, pa.rt1c1pant eUl)port eoste, etc.), (2)
direct salaries and wages, or (3) another base
which resulte tn an equitable distribution.
An Indirect 00Btrate &bouldbe developed for
ea.cb eeparate indirect cost pool developed.
The ra.te ill each caBe should be stated as the
percentage relationship between tbe par-
ticular indirect cost pool and the distrlbu·
tion baBeIdenl.1fiedwith that pool.

4. Speclal lfldirect Cost Rates

a. In some Instances, a Bingle 1Dd1rectCOIlt
rate for all activities oC a DOn·Federal ent1ty
or for eacb major function of the ageDcy may
not be appropriate. It may not take into ac-
count those difCerent !actors which may Bub-
stantially affect the indirect coste applicable
to a particular ~ or group of pro-
grams. The fActors may Include the phyB1cal
location of the work, the level ot adm1n1stra-
tivs support required, tbe nature of the fa-
cilities or other resOUl'Cesemployed. the or-
gaIl1zationa.l arrangemente used, or any com-
bination tbereof. When a pa.rt1cuJar Federal
award is carried out in an envirOnment
which appears to generate a a1gniftcantly
difJerent level of Indirect coste, proviB1ons
should bs made for a separate indirect cost
pool applicable to that Federal award. The
separate indirect coat pool shOuld be devel-
oped during the course of the regular aJloca·
tion process. and the separate indirect cost
rate resulting therefrom sbould be used, pro-
vided that: (1) The rate diftel'll significantly
from the rate which would have been devel·
oped WIder paragraphs (0)(2) and (0)(3) of
tb1BAppendix. and (2) the Federal award to
which the rate would apply 1Bmaterial In
amount.
b. Where Federal statutee restrict the reo

tmbnrsement of certatn tnd1rect COBte. it
may be neceaeary to develop a apec1a1 rate
for the al'CectedFederal award. Where a "re-
stricted ra.te" 1Brequired. the same proce·
dure for developing a non-reetrtcted rate will
be used eICept for the addit.1onal Btep of the
ellminatioD from the tndirect COlltpool tboae
coste for which the law prohibite re1mbuxse-
ment.

D. SUBMISSION AND DoclJMENTATION oF'
PROPOSALll

1. Submission of Indirect Cost Rate ProposaU

a. All departments or agencies of the gov·
ernmental UDlt dee1rtng to claim indirect
coeta under Federal awards must prepare an
indirect coet rate propoBa! and related docu-
mentation to support those costs. The pro-
poBa!and related documentation must be re-
tained for audit tn accordance with the
records retention requ1rements contained in
1200.333 Retention Requlremente for Records.
b. A governmentAl department or agency

unit that receives more than S35 mUlIon In
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direct Federal fuDdiIIgmust submit Its Indi-
rect cost rate propoeal to 1ts cognlsa.nt agen-
cy ror lDd1l'ectcoete. Other governmental de-
partment or agency must develop an Indirect
cost proposal In accorda.Dcewith the require-
ments of this Part llJldmaintain the proposa.l
and related suPPOrting documentation for
audit. These governmental departments or
agencies are not requ1l'ed to submit thsir
proposa.ls unle8ll they are spectnca.lly re-
quested to do 80 by the cognizaD.tagency ror
Indirect costs. Where a non-Federal entity
only recaivll6 runds &8 a llUbreelp1ent, the
pass-through anti ty wlll be rellPODlllblefor
negotiating and/or monitoring the 8ubreclpi-
ent'lllndirect ceste.
c. Each Indian tribal government desiring

reimbursement of indirect costs must submit
Ita Indirect cost propoll&lto the Department
of the Interior (Its cognizant agency for indi-
rect costs).
d. Indirect cost proposals must be devel-

oped (and, when required. submitted) within
81x months after the close of the govern-
mental unit's f1llca1year, unl888an exception
16approved by the cogn1za!lt agency for indi-
rect C08ts. If the proposed central service
coat allocation pla.n for the u.me period ba.s
not been approved by that time, the indirect
coat proposa.l may be prepared including an
amount ror central services t.b&t is balled on
the la.test federally-a.pproved central service
coat 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 Proposal8

The following must be Included with each
Indirect cost propoeal:
a..The ra.tee proposed, includinir subsidiary

work !heets and other relevant da.ta, crose
referenced and reconcUed to the tinanclal
data noted in subsection b. Alloca.ted central
service coats will be supported by the 1l1llJl-
mary table included in the a.pprovedcentral
aervtoe cost alloca.tion plan. This summary
table is not required to bs submitted with
the Indirect cost prcposa.l If the centra.! serv-
Ice cost alloca.tion plan for the same f1ecal
year ba.8 been approved by the cognizant
agency for Indirect costs llJld is availa.ble to
the fUIldingagency.
b. A copy of the f1.JI&Jlcialdata (tinllJlc1al

statements, comprehensive annua.l t1nllJlclal
report, executive budgets, acCOUIltingre-
ports, etc.) upon which the rate is baaed. Ad-
jWltmente resulting from the we of
unaudited data will be recognized, where ap-
proprlate, by the Federal cogn1Z&Dtagency
for indirect coetsln a subsequent proposa.l.
c. The approximate amount, of direct base

C08ts incurred under Federa.l a.wards. These
ccets should be broken out between salaries
and wa.geeand other direct coats.

2 CFR en, II (1-1-15 Edition)

d. A chart Ilhowing the organJAtional
structure of the a.gency dur10g the period for
which the proJ)Oll&laJllll188, along with a
fUIlctlona.! statement(s) noting the duties
and/or responsibilities of all units t.ha.t com-
prise the agency. (Once this is Ilubmitted,
onlY revis10ns need be submitted with subse-
quent proposa.ls.)

3. Required certification.

Ea.cb indirect coat ra.te propoBal must be
accompanied by a cert1f\.ca.tlon In the fol-
lowing form:

CERTIFICATE OJ' INDIRECT COSTs

This is to certify that I have reviewed the
indirect ccet rate propoea.! submitted here-
with and to the best of my knowledge and
belief:
(1) All costs Included in this propoea.l [iden-

tify date] to eetabUsh billing or flnal indi-
rect costs ra.tes for [Identify period covered
by nte] &feallowable in accordance with the
requirements of the Federa.l award(lI) to
which they apply &I1dthe provlBione of th1e
Part. Unallowable coste bave been adjusted
ror in allooa.t1ng coste as indioa.ted In the in-
direct cost proJ)Oll&l
(2) All costs Included in this proJ)Oll&lare

properly allocable to :Federal awards on the
basis of a benefl.clal or caull&l relat10nsbip
between the expeDll9llincurred and the agree-
ments to which they are allocated in accord-
anee w1th a.pplloa.blerequ1rements. Further,
the B&Illecosts that have been treated as in-
direct coBts have not bean claimed as direct
oeste. B1m1la.rtypea of coats have been ac-
counted for consIStently and the Federal
Government will be IlOtitied of a.ny account-
ing cbangee that would a.ffect the predetsr-
mined ra.te.
I declare that the foregoing is true and cor-
rect.

Governmental Unit:
Signature:
Na.meof Official: __ -'- _
TiUe:
Date of Execution: --- - ---~ ----
E. NIWOTlATlO)/ AND APPROVAL OF RATBB.

1. Indirect cost rates will be reviewed, ne-
gotiated, and approved by the cognizant
agency on a. timely ba.sI8. Once a rate ba.s
been agreed upon. It will be aocepted and
used by all Federal agencies unle8ll prohib-
Ited or 11m1tedby statute. Where a Federal
awarding agency ba.s rea.eon to believe t.b&t
epeclal operat1ng factors affecting Its Fed-
eral awe.rds necessitate apec1allnd1l'ect cost
rates, the funding agency will, prior tc the
time the ra.tes are negotiated, notify the cog-
nizant agency for indirect coate.
2. The U88 of predetermined rates, if al-

lowed, Is encouraged where the cogni7.aDt
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agency for indirect costa hllBrea80na.ble &8-
euranee based on pa.at experience and reli-
able projection of the non-Federal entity's
costa, that the rate i8 not likely to exceed a
rate based on actual coete. Long-term agree-
mente utll1z1ng predetermined rates ext6nd-
~ over two or more years are encouraged,
where APpropriate.
3. The rtllluita of each negotiation must be

forma.l1zed in a written agreement hetween
the cognisa,nt agenCYfor indirect costa ADd
the governmenta.! unit. This agreement will
be subject to re-opening if the agreement is
subeeQuently found to violate a statute, or
the lnformation upon whtob the p1.a.nwas ne-
gotiated is 1&ter found to be materially in-
complete or ina.ccurate. The agreed upon
rates must be made AvaUable to all Federal
agenc1811for their l1S8.
4. Refunds must be made if proposals are

later found to have included costs that (a)
axe unallowable (1)all specified by 1&wor reg-
ulation, (11)lIBIdenti1l.edin 1300.420Consider-
ations for &electeditems of cost. of thtB Part.,
or (111)by the tenus and conditions of Fed-
eral awards, or (b) are unallowable because
they are clearly not allocable to Federal
awards. Theae adjustments or refunds will be
made rega.rdless of the type of ra.te nego-
tiated (predetermined, final, fUed, or provl-
atonal).

F. OTHER POLICIES

1. Fri"IIDe BIml!/it RaUs

If overall fringe benefit rates are DOt ap-
proved for the govemmenta.! unit as pert of
the central service coat allocation p1&n,
these rates w111be reviewed, negotiAted LUd
approved for individual recipient agencies
d~ the Indirect cost negotiation Pl"OC8S8·
In these cases, a prop08ed trtnge benefit rate
computation Mould accompany the indirect
coat proposal. If fringe benetl.t rates axe not
llIIedAt the recipient agency level (i.e .• the
agency spec1fically Ident11'l.esfringe benefit
coste to individual employees), the govern-
menta.! unit Ilbould 80 advise the cognizant
agency for ind1rect coste.

2. Billed Services Provided bll the Recipient
Agency

In some cues, governmenta.! depertments
or ~encle8 (oomponents oC the govern-
menta.! unit) provide and bill Cor services
simUar to thoBe covered by oentra.} service
cost alloca.tion plans (e.g.. computer cen-
ters). Where this occurs, the governmenta.!
departments or agencies (components oC the
governmenta.! unit)sbould be gll1ded by the
requiremente in Appendix V rell.ting to the
development of billing rates and documenta.-
tion requirementa, and should advise the
cognizant agency for Indireot costs oC any
billed eervicee. Reviews of these types oC
services (including reviews of costlnglblUing
methodology, profits or losses, etc.) will be

Pt. 200, App. VIII

made on a C&se-by-oa.sebws &8 warranted by
the ctrcnmetances involved.

3. Indirect Cost Alloca.Uons Not Using RaUs

In certain Situations, governmental de-
pa.rtments or &!renc1es(oomponents of the
governmental unit), because of the nature of
their Federal awa.rda,may be required to de-
velop a cost allocation plan that distributes
indirect (ADd,in some CBllllIl. direct) costa to
the speClflc funding sources. In these ca.aes,a
narrative cost allocation methodology
should be developed, documented, main-
tained for Audit, or submitted. a.s appro-
priAte, to the cognisa,nt agency for indirect
costs Cor review. nBgotla.t1on.ADdapproval.

4. Appeals

If a dispute &rises in Anegotiation of an in-
direct cost rate (or other rate) between the
cogn1za.nt agency for indirect COlts and the
governmenta.! unit. the dispute muat be re-
solved in accordance wit.h the appeals proce-
dures of the cognlzant agency for indirect
coste.

5. Collection of Unallowable Costs and
ErTonecvs PaJlf1lents

Costs spec11lcally Identified BBunallowable
and charged to Federal awards either d1-
rectly or indirectly will be refunded (includ-
ing interest chargeable in accordsnce with
applicable Federal cogntzant agency for indi-
rect costa regulations).

6. OMB ABlistance

To the extent that problems are encoun-
tered among the Federal Agencies or govern-
meIlta.! un1te in connection with the negotia-
tion ADdApproval proce88, OMBwill lend a.s-
sista.nce, as required, to resolve sucb prob-
lems in a timely manner.
[78 FR 78608, Dec. 36, 2018,a.s amended at 79
FR 75889,Dec. 19, 2014]

ApPENDIXVIII TO PART 200-NONPROFIT
ORGANIZATIONS EXEMPTED FROM
SUBPART E-COST PRINClPLES OF
PART 200

1. Advance Technology Institute (ATI),
Charleston, Bouth Carolina

2. Aerospa.ce Corporation, El Segundo, Cali-
fornia

3. America.n Institutes of Research (Am).
Washington. DC

4. Argonne National Laboratory, Chlcago, il-
linois

6. AtomiC CBBua.lty Commission. Wasb-
ington, DC

6. Battelle Memorial Institute,
Headquartered in Columbus, Oblo

7. BrookhB.ven Na.tlonal Laboratory, Upton,
NewYork
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8. Charles Stark Draper Laboratory, Incor-
porated, Cambridge, Ma.slla.chusette

9. CNACorporation (CNAC),Alexandria, Vir-
g1nia

10. Bnvironmental Institute of Michigan,
Ann Arbor, Michigan

11. Georgia Inet1tute of Technology/Georgia
Tech Applied Reaearch CorporatlonlGeor-
g1a Tech Research InItitute, Atlanta,
Georgia

12. Hanford Environmental Health Founda-
tion. Richland, Washington

13.DT Reeearch Institute, Chicago, Ill1nois
14. Institute of Gas Technology. Chicago, D-
linoia

15. Institute for DefellBe AIllllysis, Alexan-
dria, Virginia

16. LMI, McLean, V11'glnia
17. Mitre Corporation, Bedford, Maasa.chu-
sette

lB.Nobli6, Inc .• FaJle Church, VirgiDia
19.Nation&l Radiological Astronomy Observ-
atory, Green Rank, West Virginia

20. NatloIllll Renewable Energy Labor&tory,
Golden, Colorado

21. Oak Ridge Associated Unlveraitias. Oak
Ridge, Tennessee

22. Rand Corpor&tion, Santa Monica, Cal1-
fornia

23. Research Triangle Institute, Researoh
Triangle Park, North Carolina

24. Riverside Re8e&rch Inatitute, New York.
NewYork

25. South Carolina Research Authority
(SeRA), Charleston, South Carolina

26. Southern Research Institute, Bir-
miDgha.m,Alaba.ma

27. Southwest Re8ea.rch Institute, San Anto-
nio, Texas

28. SR1InternatioIllll, Menlo Park, Callfornia
28. Syracuse Research Corporation, Syra-
cuse, NewYork

2 CFR Ch. II (1-1-15 EdiHon)

SO.Universities Research .Association, Incor-
porated (NatioIllll Acceleration Lab), Ar-
gonne, IlllnOiB

31. Urban Institute. WaBhtngton DC
32. Non·profit 1n8urance compan!ea, such as
Blue CroSBand Blue Shield Organtzations

33. other non-profl.t Ol'lra.niza.tiOIlB&6 nego-
tiated with Federal awarding agencies

APPENDIX IX TO PART 200-HOSPITAL
COST PRINCIPLES

Balled on initial feedbe.ck, OMBprop0688 to
establlBh a review proce88 to conB1der exist-
in&'bospltal oost determine how best to up-
date and a.l1gn them with this Part. Until
luch time as rev1lled guidance is proposed
and 1mplemented for hospitals, the existing
prlnclples located at 45 CFR Part 75 Appen-
dix E, entitled "Principles for Determining
Cost Applicable to Reeearch and Develop-
ment Under Grante and Contracts with Bos-
pite.lB," remain in effect.

[7BFR 786Oll, Dec. 26, 2013,906 amended at 79
FR 75889, Dec. 19,2014]

APPENDIXX TOPART 200-DATA
COLLEm'lONFORM (FORM SF-SAC)

The Data Collection Form SF-SAC Ie
available on the FAC Web site.

ApPENDIXXI TOPART 2OO--COMPLlANCE
SUPPLEMENT

The compl1anoe BUPplement IIIavailable on
the OMll Web alte: (e.g. for 2013here http://
wlDW.whitehou,e.I1O'P1ombIciTcuIaTsI)

PARTS 201-299 [RESERVED]
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2525GRANDAVENUE • LONG BEACH, CALIFORNIA 90815 • (562)570-4000 • FAX: (562) 5704049

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 --T \lIt II ,20-hL by and between
bAt""kJ u-ea l±h ~ ,;: Pi'S. Fnxjek.':. ,a eM i-h.-,'"I«<.. n(,~f\()6+

[corporation, partAerSfflp, eba], whose business address is
oc; .o . -0 C V'lC t!CL i., o: q C /L,']"'-

(hereinafter referred t as "Business Assocl te"), an the CITY 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 "HIPAA 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 Gode of Federal Regulations, and under the
HITECH Act.
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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
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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
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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 2(j) 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. PERMITIED 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
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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. Term. 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
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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 .....• ~ .
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omission 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.

13. 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 Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, 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.

fATTACHM 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.

Mevrta.{ \=\£g.J.-±b a}V!f liU t ~ Gp FrhCJ<'~.s
(Name of Business Associate)

~,20l\-

______ ,20_ 8y _

Title:. _

CITY OF LONG BEACH, a municipal
corporation

_~ Irr
I

,20~ By r I ~ EXECUTEDPURSUANT
City Manager or designee TO SECTION 301 OF

THE CITY CHARTEH.

"City" . Assistant City Manager

The foregoing Agreement is hereby approved as to form this~day of

~.201b-
CHARLES PARKIN, City Attorney

By ¥"--~D-==-epu-==-ty --
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2525 GRAND AVENUE • LONG BEACH. CALIFORNIA 90815 • (562) 570-4000 • FAX (562) 570-4049

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 detennined
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." ·participant," "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
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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(Alc:\\,\W\OQV\Sll \ Contract Agency: MeAA-J tteaJ::h\ AX)",fJ'((, of U.> ~~i\L~

P~\b ~\~N J (e:--o

DateSignature
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570-4000 • FAX: (562) 570.-4049

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 Fonn 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:Cl1\Q\L\UclOO\c\SL, \ Contract Agency: ke..vtkw \\eo\\=\,. hwk1({,- Ct 1.t.S (h.tflr.s
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