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CONTRACT FOR CONTINUUM OF CARE

J4327
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:
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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

"D" 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-11 0, A-122 and A-133), Attachment "E" entitled "Health

Information in Compliance with the Health Insurance Portability and Accountability

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

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

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

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

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

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

reference.

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

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

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

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

One Hundred Two Thousand Two Hundred Seventy-Six Dollars ($102,276) 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 A16-01861
L:lApps1Ctylaw321WPDocs1D0191P03010064 781 O.docx



1

2

3

4

5

6

7

8

9

10

11
0it >..Q

12Z~LL'<to:::•....c<Dog;::~
I-« -e--_N 131->."00
«~roCO>-0>0I- - CIlOJ 14-Z:;«0:;ZooWo:::lDI«c..c 15I-a...~al
LL(/)UCllOWOlDw...J-c 16oO:::<Ilc
-«~oLLI ...J
LLOC") 17o C")C")

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 OMB Super Circular no later

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

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

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

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

financial statement is required.

Section 6.

A. Organization will maintain the confidentiality of records

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

treatment services through the project.

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

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

person responsible for the operation of such project.

C. Organization will establish policies and practices that are

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

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

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

services to individuals and families experiencing homelessness.

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

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.

(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 0001 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.

8. 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.
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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.

_f1v--'''L..-U_~\-_3 ,2016

MENTAL HEALTH AMERICA OF LOS
ANGELES, a California nonprofit
corporation

~~m~
Title L-eC>

__________ , 2016 By _
Name _
Title _

"Organization"

CITY OF LONG BEACH, a municipal
corporation

_ ~~~ECUTED PURSUAN
B -: SECTiON 301 0
Y ~ ~E elf'( GIIARTER.

City Manager

Assistant City Manage
"City"

This Contract is approved as to form on ~f-' _4---L , 2016.

,2016

, City Attorney
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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:......:..05.:......:C:...:.H~ 1I

HUD Grant: CA0932U9D061506 CLB Contract: ---=.P..:E:.:.N..:..:D:..:.I.:...:N..:::G~ II

Program Objective: The SPC 05 CH project is a partnership between the City of Long Beach, DHHS
Housing Authority, which administers the 9 units, and MHA, which is the supportive service provider. It
serves Long Beach CoC, with a target population of individuals who are defined as "chronically" homeless
and 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 CoC, and they are eligible under
HUD's definition of homeless ness and Rental Assistance requirements. 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 assistance in
overcoming the barriers to obtaining & maintaining housing, along with intensive services for their mental
health treatment, physical health care and substance abuse recovery needs. The project places individuals
in 9, O-bedroom apartments, using existing complexes in Long Beach. MHA's supportive services consist
of outreach, case management, life skills, mental health & health services, employment placement and
transportation.

The project benefits from MHA's Homeless Innovations Project that integrates mental health, physical
health and substance abuse recovery services. Its Mobile Health Workers will work in pairs on outreach,
engagement and case management. Mental, physical health and substance abuse staff will work
together to address complicated combinations of physical and mental health needs & confer frequently
about treatment and medication. Resource staff will provide housing support, education/employment
services and peer support. MHA's projected outcomes include: 89% of persons will remain in permanent
housing as of the end of the operating year or exit to permanent housing during the operating year; 78% of
adults will maintain or increase their total income at the end of the operating year or program exit; and 89%
of persons will remain in the permanent housing program for 6 months or longer as of the end of operating
year.
The project helps individuals remain in permanent housing and reach their highest possible levels of self-
sufficiency. MHA's service coordinators help participants develop and implement personal service plan,
customized to each participant's housing and living skills training, mental health treatment, employment
placement, benefits assistance, substance abuse recovery, education, peer support and community
involvement goals. The City and MHA have developed a well-organized application and rental assistance
process, designed to ensure that housing requirements are met while assisting individuals to obtain
permanent housing as quickly as possible. 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 # Taraet # Tarqet %

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.

9 8 89%

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

operating year or project exit.
9 7 78%

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

operating year.
9 89%8

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

Additional HEARTH Act and Long Beach Continuum of Care (CoC) Compliance Requirements

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 Coe'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.

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 Coe's universal
assessment tool, to assess participant's housing and service needs. The
agency will follow the Coe'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 PSHplacements will be prioritized according the
Coe'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.

AIT ACHMENT Il......... I
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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.

Increase the number of persons exiting to permanent housing
~ Change in exit to permanent housing

80%
Increase the number of persons remaining in permanent housing

~ Persons served in permanent housing projects retain permanent housing at (6 months)

HUD/LB ~...~
.. oBJECTiVE·

80%

90%
Increase the number of persons served monthly

~ Increase persons served in emergency shelter, transitional housing projects and supportive
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

housing projects
~ Fillvacancies within five (5) business days

90%

Persons age 18 or older increase employment income during operating year
);> Homeless adults being served in CoCprojects increase their earned income from year to year

and between their enrollment in the s stem and their exit

20%

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,

TANF,VABenefits) from year to year and between their enrollment in the system and their exit
54%

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
~ Change in the average and median length of time persons are in emergency shelter, transitional

housing and supportive services;
Average = total days/total persons homeless during reporting period

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)

LB • Less than
9 months

HUD-30 days
or less

i\LONG8EACH PERFORMANCE OBJECTIVES
Reduce the length of stay in Transitional housing project

~ Reduction of persons who are moving from transitional housing to permanent housing in less
than 9 months. Expedite permanent housing placements in less than 9 months from entry.

Less than 9
months

Reduce the number of persons exiting with Unknown Destination
);> Reduction of persons who are exiting from emergency shelter, or transitional housing with an

"Unknown destination"
Less than 5%

Reduce the number of persons exiting with No Financial Resources
~ Reduction of homeless adults being served in CoCprojects who have "No identified earned

and/or other income" prior to exiting the project
Less than 5%

Cost Effectiveness: # of permanent housing placements/total project budget including match < SK
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 homelessness.
o Where they are exiting to after services are provided - Permanent housing goal
o Placements to emergency shelter and transitional housing projects coincide with supportive services in an

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

FEDERAL REGISTER
Vol. n
No. 147

Tuesday,

July 31, 2012

Part II

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

DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

24 CFR Part 578
[Docket No. FR-5476-1-o1]

RIN 2506-AC29

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

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

SUMMARY: The Homeless Emergency
Assistance and Rapid Transition to
Housing Act of 2009 (HEARTHAct),
enacted into law on May 20, 2009,
consolidates three of the separate
homeless assistance programs
administered by HUD under the
McKinney-Vento Homeless Assistance
Act into a single grant program, and
revises the Emergency Shelter Grants
program and renames it the Emergency
Solutions Grants program. The HEARTH
Act also codifies in law the Continuum
of Care planning process, a longstanding
part of HUD's application process to
assist homeless persons by providing
greater coordination in responding to
their needs. The HEARTHAct also
directs HUD to 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 YOElI'
(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, DC 20410-0500.
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 oj
Comments. Interested persons may
submit comments electronically through
the Federal eRulemaking Portal at
www.regulations.gov. HUD strongly
encourages commenters to submit
comments electronically. Electronic
submission of comments allows the
commenter maximum time to prepare
and submit a comment, ensures timely
receipt by HUD, and enables HUD to
make them immediately available to the
public. Comments submitted
electronically through the
www.regulations.govWeb site can be
viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.

Note:To receiveconsiderationas public
comments,commentsmust be submitted
throughone of the two methodsspecified
above.Again,all submissionsmusl referto
the docketnumber and title ofthe rule.

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

Public Inspection of Public
Comments. All properly submitted
comments and communications
submitted to HOD will be available for
public inspection and copying betwoen
8 a.m. and 5 p.m. weekdays at the above
address. Due to security measures at the
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 TTY by calling the

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

Executive Summary
Purpose of and LegaJAuthority jor 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 (HEARTH Act). Section 1504 of
the HEARTH Act 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 oommunity-based homeless
assistance program planning networks,
will apply for Continuum of Care grants.
By consolidating homeless assistance
grant programs and creating the
Continuum of Care planning process,
the HEARTH Act 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 HUD. 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 represantatives that
carries out the planning responsibilities
of the Continuum of Care program, as
set out in this regulation. These
representatives come from organizations
that provide services to the homeless, or
represent the interests of the homeless
or formerly homeless. A Continuum of
Care then designates certain
"applicants" as the entities responsible
for carrying out the projects that the
Continuum has identified through its
planning responsibilities. A

. "Continuum of Care" also designates
one particular applicant to be a
"collaborative applicant." The
collaborative applicant is the only entity
that can apply for a grant from HUD on
behalf of the Continuum that the
collaborative applicant represents.

2. Establishing and Operating a
Continuum of Care (Subpart B): In order
to be eligible for funds under the
Continuum of Care program,
representatives from relevant
organizations within a geographic area
must establish a Continuum of Care.
The three major duties of a Continuum
of Care are to: (1) Operate the
Continuum of Care, (2) designate an
HMIS for the Continuum of Care, and
(3) plan for the Continuum of Care. HUD
has delineated certain operational
requirements of each Continuum to help

. measure a Continuum's overall
performance at reducing homelessness,
in addition to tracking of performance
on a project-by-project basis. In
addition, each Continuum is responsible
for establishing and operating a
centralized or coordinated assessment
system that will provide a
comprehensive assessment of the needs
of individuals and families for housing
and services. HUD has also defined the
minimum planning requirements for a
Continuum so that it coordinates and
implements a system that meets the
needs of the homeless population
within its geographic area. Continuums
are also responsible for preparing and
overseeing an application for funds.
Continuums will have to establish the
funding priorities for its geographic area
when submitting an application.

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

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

4. Program Components and 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.

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

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

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

7. Grant Administration (Subpart G):
To effectively administer the grants,
HUDwill provide technical assistance
to those who apply for Continuum of
Care funds, as well as those who are
selected for Continuum of Care funds.
After heving been selected for funding,
grant recipients must satisfy certain
recordkeeping requirements so that
HUD can assess compliance with the
program requirements. For any
amendments to grants after the funds
have been awarded, HUD has
established 8 separate amendment
procedure. As appropriate, HUD has
also established sanctions to strengthen
its enforcement procedures.
Benefits and Costs

This interim rule is intended to help
respond to and work toward the goal of
eliminating homelessness. This interim
rule provides greater clarity and
guidance about planning and
performance review to the more than
430 existing Continuums of Care that
span all 50 states and 6 United States
territories. As reported in HUD's Annual
Homelessness Assessment Report to
Congress, there were approximately 1.59
million homeless persons who entered
emergency shelters or transitional
housing in FY 2010. 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 (i.e., Shelter Plus Care,
Supportive Housing Program, Single
Room Occupancy). The changes
initiated by this interim rule will
encourage Continuums of Care to
establish formal policies and review
procedures, including evaluation of the
effectiveness of their projects, by
emphasizing performance measurement
and developing performance targets for
homeless populations. HUD is confident
that this systematic review by
Continuums of Care will lead to better
use of limited resources and more
efficient service models, with the end
result of preventing and ending
homelessness.

The Consolidated and Further
Continuing Appropriations Act, 201,2
(pub. L. 112-55) appropriated
$1,593,000,000 for the Continuum of
Care and Rural Housing Stability
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Assistance programs. Upon publication
of this rule. those FY 2012 funds will be
available for distribution. as governed
by these Continuum of Care regulations.
I. Background-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 under title N of
the McKinney-Vento Homeless
Assistance Act (42 U.S.C. 11371 et seq.)
(McKinney-Vento Act) into a single
grant program that is designed to
improve administrative efficiency and
enhance response coordination and
effectiveness in addressing the needs of
homeless persons. The HEARTHAct
codifies in law and enhances the
Continuum of Care planning process.
the coordinated response to addressing
the needs 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.
HUD commenced the process to

implement the HEARTHAct with
rulemaldng 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 and
elaborated upon the new McKinney-
Vento Act definitions for "homeless"
and "homeless individual with a
disability." In addition, the Defining
Homeless rule included recordkeeping
requirements related to the "homeless"
definition. On December 5,2011, HUD
also published an interim rule for the
Emergency Solutions Grants program
(76 FR 75954). This interim rule

established the program requirements
for the Emergency Solutions Grants
program and contained corresponding
amendments to the Consolidated Plan
regulations. On December 9, 2011. HUD
continued the process to implement the
HEARTH Act, with the publication of
the proposed rule titled "Homeless
Management Information Systems
Requirements" (76 FR 76917). which
provides for uniform technical
requirements for Homeless 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 reforred 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 merely by alack of shelter, but
involves a variety of underlying, unmet
needs-physical, economic, and social.
The HEARTHAct not only codified in

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

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

Subpart C of the McKinney-Vento
Homeless Assistance Act establishes the
Continuum of Care program. The
purpose of the program is to promote
communitywide commitment to the
goal of ending homelessness; provide
funding for efforts by nonprofit
providers. and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the traume 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. tn 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.

Definitions. The interim rule adopts
the definitions of "developmental
disability," "homeless," "homeless
individual," and "homeless person"
established by the December 5,2011
Defining Homeless final rule. Public
comments have already baen 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.
HUD received valuable public

comment on the definition of
"chronically homeless," through the
public comment process on the
Emergency Solutions Grants program
interim rule. Based on public comment,
this rule for the Continuum of Care
program is not adopting the full
definition of "chronically homeless"
that was included in the conforming
amendments to the Consolidated Plan
that were published as a part of the
Emergency Solutions Grants program
rule. Commenters raised concerns with
the meaning 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 HUD to reconsider
proceeding to apply a definition that
includes this phrase, without further
consideration and opportunity for
comment. In this rule, HUD therefore
amends the definition of "chronically
homeless" in the Consolidated Plan
regulations to strike this phrase. The
removal of this phrase returns the
definition to one with which service
providers are familiar. The following
highlights key definitions used in the
Continuum of Care program regulations,
and HUDsolicits comment 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
"collaborative applicant"). Please see
below for more information on the
definition of a collaborative applicant,
which is the only entity that may apply
for and receive Continuum of Care
planning funds.

Centralized or coordinated
assessment system is defined to mean a
centralized or coordinated process
designed to coordinate program
participant intake, assessment, and
provision 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 Cere. The
interim rule simplifies the statutory
language in order to make the
Continuum of Care planning process
clear.
HUD highlights that its definition of

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

Continuum of Care and Continuum
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 HUD would not expect
the Continuum to have representation
from a university within the
Continuum.
These organizations carry 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, lfiJD 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-peiforming 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 HUD shall designate, on
en 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 Hun's
regulatory definition of "private
nonprofit organization," HUD clarifies
that the organization's accounting
Systemmust be functioning and
operated in accordance with generally
accepted accounting principles. HUD
has included this language to make
certain that accounting systems are
workable and abide by definite, accurate
standards. As reflected in the statutory
definition of "private nonprofit
organization," HUDmay establish
requirements for the designation of a
fiscal agent. HUDhas determined that
the fiscal agent, such as a Unified
Funding Agency, a term that is also
defined in section 424 of the McKinney-
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. II

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. HUDhas
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), undertaken pursuant to a
specific endeavor, such as serving a
particular population or providing a
particular resource. In Hun'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,
HUDhas clarified that it is a group of
one or more of these eligible costs that
are identified as a project in an
application to HUD for Continuum of
Care funds.

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

Safe haven is based on the definition
of safe haven in the McKinney-Vento
Act prior to amendment by the
HEARTHAct. Although no longer used
in statute, RUD'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 QIe recipient to operate
a project. The definition of
"subrecipient" is consistent with the
definition of "project sponsor" found in
section 401 of the McKinney-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
refationship between the recipient and
subrecipient is clear, HUD is using the
term subrecipient, instead of project
sponsor, throughout this regulation.

Transitionalhousing 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 ~ovement of
individuals and families experiencing
homelessness to permanent housing
within 24 months or such longer period
as the Secretary determines necessary. II

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

In general. The statutory authority for
the Continuum of Care program is
section 422 of the McKinney-Vento Act.
As stated under section 1002 of the
HEARTHAct, one of the main purposes
of the HEARTH Act is to codify the
Continuum of Care planning process.
Consequently, under this interim rule,
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HUD focuses on the rules and
responsibilities of those involved in the
Continuum of Care planning process
and describes how applications and
grant funds will be processed.
As discussed earlier in the preamble,

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

identifies how Continuums of Care are
established, as well as the required
duties and functions of the Continuum
of Care.

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

Specific request for comment. BUD
specifically requests comments on
requiring Continuums of Care to have a
board that makes the decisions for the

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

characteristics for all board
compositions for incorporation in the
final rule. HUD did not implement them
at this stage in order to seek public
comment prior to implementing them as
requirements. BUD proposes that all
boards must have a chair or co-chairs;
be composed of an uneven number,
serving staggered terms; include
members from the public and private
sectors; and include a member from at
least one Emergency Solutions Grants
program (ESG)recipient's agency
located within the Continuum's
geographic area. BUD 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. BUD 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 ESG recipients can
be involved in the Continuum at one of
the core decision-making levels.

Responsibilities of the Continuum of
Care. The interim rule establishes three
major duties for which the Continuum
of Care is responsible: To operate the
Continuum of Care, to designate an
HMIS for the Continuum of CHI'e,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 a
Continuum of Care for two main
reasons. First, the selection criteria
established under section 427 of the
McKinney-Vento Act require BUD to
measure the Continuum of Care's
performance in reducing homelessness
by looking at the overall performance of
the Continuum, as opposed to
measuring performance project-by-
project as was done prior to the
enactment of the 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 programs in communities. In
particular, such assessment systems
help communities systematically assess
the needs of program participants and
effectively match each individual or
family with the most appropriate
resources available to address that
individual or family'S particular needs.
Therefore, BUD has required, through

this interim rule, each Continuum of
Care to develop and implement a
centralized or coordinated assessment
system for its geographic area. Such a
system must be designed locally in
response to local needs and conditions.
For example, rural areas will have .
significantly different systems than
urban ones. While the common thread
between typical models is the use of 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 whare 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, BUD 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 partlctpate or 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 housing!
services might a centralized or
coordinated intake system pose to
victims of domestic violence? How can
those barriers be eliminated? What
specific measures should be
implemented to ensure safety and
confidentiality for individuals and
fiunilies 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 CPR 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 date
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, HUn
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 HUD on 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 subrecipients 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 578.11(b), and are
described below.
The duties of the UFA established in

§578.11 are consistont 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 C)

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

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

Vento Act identifies that collaborative
applicants may be legal entities, and a
legal entity may include a consortium of
instrumentalities of a State or local
government that has constituted itself as
an entity. HUD has not included a
consortium in the list of eligible
applicants. As noted earlier in this
preamble, a Continuum of Care is
defined to mean a group that is
composed of representatives of
organizations across the entire'
geographic area claimed by the
Continuum of Care. A Continuum is
able to combine more than one
metropolitan city or county into the
geographic area that the Continuum
represents. In essence, the Continuum of
Care acts as 8 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
determined 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
Market 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, mm 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 NOF A, to be set aside to provide a
bonus, and the amount necessary to
fund Continuum of Care planning
activities and UFA costs from the total
funds made available for the program
each fiscal year. On this amount, HUD
will use the following process to
establish an area's PPRN. First, 2
percent of the total funds available shall
be allocated among the four insular
areas (American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands) based
upon the percentage each area received
in the previous fiscal year under section
106 of the Housing and Community
Development Act of 1974. Second, 75
percent of the remaining funds made
available shall be allocated to
metropolitan cities and urban counties
that have been funded under the
Emergency Solutions Grants program
(formerly known as the Emergency
Shelter Grants program) every year since
2004. Third, the remaining funds made
available shall be allocated to
Community Development Block Grant
(CDBG) metropolitan cities and urban
counties that have not been funded
under the Emergency Solutions Grants
program every year since 2004 and all
other counties in the United States and
Puerto Rico.
Recognizing that in some federal

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

Continuum's maximum award amount
is establishing a Continuum of Care's
"renewal demand." The Continuum's
renewal demand is the sum of the
annual renewal amounts of all projects
eligible within the Continuum of Care's
geographic area to apply for renewal in
that federal fiscal year's competition
before eny 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.

AppIlcation 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 NOF A and
contain such information as the NOF A
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 CPR part 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
cortification must be made by the unit
of general local government or the State,
in accordance with HUD's regulations in
24 CFR part 91, subpart F. The required
certification must be submitted by the
funding application submission
deadline announced in the NOFA.
An applicant may provide assistance

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

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

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

Grant agreements. A recipient of a
conditionally awarded grant must
satisfy all requirements for obligation of
funds; otherwise, HUD will withdrew
its offer of the award. These conditions
include establishing site control,
providing proof of match, complying
with environmental review under
§578.31, and documenting financial
feasibility within the deadlines under
§578.21(a)(3). HUO has included in the
interim rule the deadlines for conditions
that may be extended and the reasons
for which HUD will 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
environmental regulations in 24 CPR
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, HUn may 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, HUn will 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
8 default under the other.
HUn requires the recipient to enter

into the agreement described in
§578.23(c). Under this agreement, the
grant recipient must agree to ensure that
the operation of the project will be in
.accordance with the McKinney-Veto Act
and the requirements under this part. In
addition, the recipient must monitor
and report the progress of the projects
to the Continuum of Care and to HUn.
The recipient must ensure that
individuals and families experiencing
homelessness are involved in the
operation of the project, maintain
confidentiality of progrem participants,
and monitor and report matching funds
to HUD, among other requirements. The
recipient must also agree to use the
centralized or coordinated assessment
system established by the Continuum of
Care, unless the recipient or
subrecipient is a victim service
provider. Victim service providers may
'choose not to use the centralized or
coordinated assessment system
provided that all victim service
providers in the area use a centralized
or coordinated assessment system that
meets HUn'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 assistance, HMIS, and
administration beyond the initial
funding period even if those projects

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

submitted on time and in such manner
as required by HUD, but did not have
a total score that would allow the
project to be competitively funded. 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 of receiving approval for a
new grant agreement for the renewal
project.

Appeals. The interim rule provides
certain appeal options for applicants
that were not awarded funding.
Under section 422(g) 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 ofthe Act.
Consistent with HUD's use of the term

Continuum of Care in the interim rule
where the statute uses collaborative
applicant, as explained earlier in the
preamble, the interim rule stipulates
that if more than one Continuum of Care
claims the same geographic area, then
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 HUD's decision to
fund the competing Continuum of Care,
the applicant(s) from the lower-scoring
Continuum of Care must file the written
appeal in such form and manner as
HUD may require within 45 days of the
date of HUD's announcement of award.
ITan 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 ofreceipt of an appeal, HUD
will make a decision.
Section 422(h) of the McKinney-Vento

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

Vento Act requires that "BUD 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

ATTACHMENT __.•__.~ _

PAGE __•__~.~••_.OF __.~~_._. PAGES



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

by filing a written appeal within 45 days
of the date of HOD's announcement of
the award. HOD will notify applicant of
its decision on the appeal within 60
days of the date of HOD'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 of this
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, HODhas

determined that programs should
require at least csse management for
some initial period after exiting
homelessness. HOD 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
andlor 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 Emergancy
Solutions Grants program.

Specific request for comment. While
BUD's experience with the Supportive
Housing and Shelter Plus Care programs
is the basis for HOD'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

homelessnesa prevention component by
recipients in Continuums of Care that
have been designated HPCs by HOD.
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, HOD lists eligible planning costs
for the Continuum of Care under
§578.39(b) and (c), HUD will allow no
more than 3 percent of the FPRN, or a
maximum amount to be established by
the NOFA, to be used for certain costs.
These costs must be related to designing
a collaborative process for an
application to HUD, evaluating the
outcomes of funded projects under the
Continuum of Care and Emergency
Solutions Grants programs, and
participating in the consolidated planes)
for the geographic area(s). Under section
423 of the McKinney-Vento Act, a
collaborative applicant may use no more
than 3 percent 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. HUD 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, HUD 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 CpC 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
B 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 far rental assistance,
so long as tho 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 McI<inney-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. Tho 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 CFR5.609 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 ofrent; medium-term, for 3 to
24 months of rent; and long-term, for
longer than 24 months of rent. This

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

As noted in the above discussion of
rental housing available for funding
under the Continuum of Care program,
one eligible 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 8 friend or

family member of the perpetrator of the
violence. lillD requires that the program
participant provide appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalking, and any
evidence of the current imminent threat
of harm. Examples of appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalking include
written observation by the housing or
service provider; a letter or other
documentation from a victim service
provider, social worker, legal assistance
provider, pastoral counselor, mental
health provider, or other professional
from whom the victim has sought
assistance; or medical or dental, court,
or law enforcemant records.
Documentstion 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 HUD's experience in

administering the Shelter Plus Care
program, the interim rule includes
provisions to clarify when rental
payments may continue to be made to
a landlord when the program
participant no longer resides in the unit.
For vacated units, the interim rule
provides that assistance may continue
for a meximum of 30 days from the end
of the month in which the unit was
vaceted, 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 ront, 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 (HIV)I
Acquired Immune Deficiency Syndrome
(AIDS) (IDV/AIDS)i and victims of
domestic violence, dating violence,
sexual assault, or stalling. Any cost that
is not described as en 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, substence
abuse treatment services, transportation,
and utility deposits.
The definition of "supportive

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

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

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

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

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

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

Standards. In order to qualify as an
HPC, a Continuum of Care must
demonstrate through reliable data that It
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.
Contfnuums must use the HMIS to

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

that HUD set forth standards for
preventing homelessness among the
subset of those at the highest risk of
becoming homeless among those
homeless families and youth defined as
homeless under other federal statutes,
the third measure above, one of which
includes achieving independent living
in permanent housing among this
population. HUD has set forth the
standards of 95 percent and 85 percent.
HUD recognizes that these standards are
high, but standards are comparable to
the other standards in the Act, which
are high. It is HlJI)'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 rstes as a proxy for measuring
the rate of inclusion of persons who are
present for services or housing in the
HMIS. This is a measurable standard,
and HUD defines the calculation in the
HMIS rule; therefore, the measurement
will be consistent between Continuums.
Continuums must use reliable data

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

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

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

Eligible activities. Recipients and
subrecipients in Continuums that have
been designated an HPC may use grant
funds to provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set for in the
Emergency Solutions ~rants program.
All eligible activities discussed in this
section must be effective at stabilizing
individuals and families in their current
housing, or quickly moving such
individuals and families to other
pormanent housing. This is the only
time that Continuum of Care funds may
be used to serve nonhomeless
individuals and families. Recipients and
subreclpients 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 IIPflies to administration
funds, as weI as Continuum of Care
planning costs and UFA's financial
management costs. All match must be
spent on eligible activities as required
under subpart D of this interim rule,
except that recipients and subrecipients

in HPCs may use match on eligible
activities described under §678.71.

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

Specific request for comment. With
respect to housing quality standards,
HUD includes in this rule the
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, Genersl

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

the purpose of the project is to provide
substance abuse treatment services,
recipients and subrecipients may
require program participants to take part
in such services as a condition of
continued 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
continuo until tho expiration of the
lease in effect at the time of the
qualifying member's death,
incarceration, or institutionalization.

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

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

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

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

HUD funds and participate in HUD
programs on an equal footing with other
organizations; that no group of
applicants competing for HUD funds
should be subject, as a matter of
discretion, to greater or fewer
requirements than other organizations
solely because of their religious
character or affiliation, or, alternatively,
the absence of religious character or
affiliation. HUD's general principles
regarding the equal participation of such
organizations in its programs are
codified at 24 CPR 5.109. Program-
specific requirements governing faith-
based activities are codified in the
regulations for the individual HUn
programs. (See, for example, 24 CFR
574.300(c), 24 CPR682.115(c), and 24
CFR583.150(b).)
HUD's equal participation regulations

were prompted by Executive Order
13279, Equal Protection of the Laws for
Faith-Based and Community
Organizations, issued by President Bush
on December 12, 2002, and published in
the Feder~ Register on December 16,
2002 (67 FR 77141). Executive Order
13279 set forth principles and
policymalcing criteria to guide federal
agencies in ensuring the equal
protection of the laws for faith-based
and community organizations.
Executive Order 13279 was amended by
Executive Order 13559 (Fundamental
Principles and Policymaking Criteria for
partnerships 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 prosolytization) 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 tho 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 of regulations and guidance
for agencies to adept,"
HUD intends to wait for OMB

guidance before initiating any
rulemalcing directed to broader changes
to HUD's existing faith-based
regulations, to ensure consistency with
faith-based regulations of other federal
agencies. However, HUD has revised 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 b available al: hltp:/I .
Ivww.whltehou.lI.gov/.ltesldllfault/fiJfJ./upJoad.1
finalfaithbasedworJdnsgroupnrpol'f.pdj.
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religious content," that offers greater
clarity to the limitations placed on faith-
based organisatlons when using federal
funds for their supportive services.
Additionally, HUn 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 HUn 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 §57B.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 heen 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(a) apply. This includes, but
is not limited to, the Fair Housing Act,
Title VI of the Civil Rights Act of 1964.
Section 504 of tho Rohabilitation Act of
1973 (Section 504), and titleiI of the
Americans with Disabilities Act.
Section 67B.93(b)explains when

recipients and subrecipients may
exclusively serve a particular
subpopulation in transitional or
permanent housing. As part of these
requirements, recipients must also
administer programs and activities
receiving federal financial assistance in
the most integrated setting appropriate
to the needs of qualified individuals
with disabilities. This "integration
mandate" requires that HUD-funded
programs or activities enable
individuals with disabilities to interact
with nondisabled persons to the fullest
extent possible. In reviewing requests
for funding through the Continuum of
Care NOFA. 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, so
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. For
example, §57B.93(b}(2)slates 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 57B.93(b)(3)states that

housing may be limited to families with
children.

Section 57B.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.
RUD'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 57B.93(1iJ(7)provides

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

recipients may limit admission to or
provide a preference for the housing to
subpopulations of homeless persons and
families who need the specialized
supportive services that are provided in
the housing. The regulation contains the
following examples: Substance abuse
addiction treatment, domestic violence
services, or a high-intensity package
designed to meet the needs of hard-to-
reach homeless persons. However,
§57B.93(b}(7)further states that while
tho 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
mv/AIDS and their families. An
individual or a family that includes an
individual with a disability may be
denied occupancy if the individual or at
least one member of the family does not
have mv/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 gender is no longer
permissible. HUD encourages
Continuums of Care to use their
centralized or coordinated assessment
systems to find appropriate shelter or
housing for families with male children
under the age of 18.

Specific request for comment. HUn
specifically seeks comments from
Continuum of Care-funded recipients on
this requirement. HUn invites
comments about the difficulty that
recipients are going to experience, if
any, in implementing this requirement.
In addition to comments about the
difficulties, HUn 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 HUDHomeless Resource Exchange.

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

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

Technical assistance. The purpose of
technical assistance under the
Continuum of Cere 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 sIelllsand 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. HUD may enter into
contracts, grants, or cooperative
agreements to implement the technical
assistance. HUDmay also enter into
agreements with other federal agencies
when awarding technical assistance
funds.

Recordkeeping requirements. Grant
recipients under the Supportive"
Housing Program and the Shelter Plus
Care program have always been required
to show compliance with regulations .
through appropriate records. However,
the existing regulations are not specific
about the records to be maintained. The
interim rule for the Continuum of Care
program elaborates upon the
recordkeeping requirements to provide
sufficient notice and clarify the
documentation that 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.
Becausetheserecordkeeping
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
cen be found in §576.500(c) of the
Emergency Solutions Grants program
interim rule published on December 5,
2011. Because the documentation
requirements pertaining to "at risk of
homelessness" were already subject to a
60-d.ay public comment period, HUD Is
not seeking additional comment on
these requirements. Furtlier
requirements are modeled after the
recordkeeping requirements for the
HOME Investment Partnerships Program
(24 CPR92.508) and other HUD
regulations.
Included along with these changes are

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

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

Sanctions. The interim rule
establishes sanctions based on existing
regulations and strengthens the
enforcement procedures and array of
remedial actions and sanctions for
recipients and 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 HUD within 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.

Ill. Regulations for HUD Homeless
Assistance Programs Existing Prior to
Enacbnont of HEARTHAct

Because grants are still being
administered under the Shelter Plus
Care program and the Supportive
Housing program, the regulations for
these programs in 24 CFRparts 582, and
583, respectively, will remain in the
Code of Federal Regulations for the time
being. When no more, or very few,
grants remain under these programs,
HUD will 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 HEARTH Act
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-
Assisted Housing Serving Persons with
Disabilities, and Section 8 Project-Based
Assistance, the regulations for which are
in 24 CFR part 5, subpart F, specifically,
.§ 5.601 (Purpose and Applicability),
paragraphs (d) and (e) oftbis section;
§5.603 (Definitions), specifically the
definition of "Responsible Entity;"
§5.617 (Self-Sufficiency Incentives for
Persons with Disabilities-Disallowance
of Increase in Annual Income),
paragraph (a) of this section; (2)
Environmental Review Responsibilities
for Entities Assuming HUD
Environmental Responsibilities, the
regulations for which are in 24 CFR part
58, specifically §58.1 (Purpose and
Applicability), paragraph (b)(3) oftbis
section; and (3) the Consolidated
Submissions for Community Planning
and Development Programs, the .
regulations for which are in 24 CFR part
91, specifically, §91.2 (Applicability),
paragraph (b) of this section.
V. Justification for Interim RuJemaking

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 Adminlstratlve Procedure Act (5 U.S.c.
Subchapter III (MAl, which governs federal
mlemaldng. provides in .eellon 553(a) that mailer.
involving a military or foreign affair. function of the
United States or a matter relating to federal agency

procedures may be omitted, however, if
HUD determines that, in B particular
esse 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
program.s Congress has provided
funding for this new program in the
Consolidated and Further Continuing
Appropriations Act, 2012 (Pub. L. 112-
55, approved November 18, 2011) (FY
2012 Appropriations Act). The FY 2012
Appropriations Act, under the account
for Homeless Assistance Grants,
appropriates not less than $1.593 billion
for the Continuum of Care and Rural
Housing Stability programs. While
many federal programs, including HUD
programs, received a reduction in
funding in the FY 2012 Appropriatione
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, BUD 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

maJl8881Dent or plll8ODD81 or to public property,
loans, grant., benefit., or conlraell are axempt from
the advance noUce and publlc commmt
raquiramant oCSflCUOns 553(b) and (c) of the AP A.
In Ita regulations in 24 CFR 10.1, HUD bu waived
the exemption for advance noUce and public
comment for matters that relate to public property.
loans. grants. benefita. or contracts. and haa
committed to undertake notice and commant
rulemaklng for tblllle matters.

• Although HOD'. zegulaUon In 24 GFR 10.1
provide that HUD will involve public participation
In Ita rulemaking. this regulation al,O provides that
notice and public pzocedure will be omitted If'HUD
determines In a particular cue or clus of caaes that
notice and public procedure BnIlmprllctlcabl ••
unnecessary, or contrary to the 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
HUD has funded for more than 10 years.
Through the Continuum of Care
Homeless Assistance Grants
Competition program, HUDprovided
funding for the Supportive Housing
program, the Shelter Plus Care program,
and the Section 8 Moderate
Rehabilitation Single Room Occupancy
program, The HEARTHAct
consolidated these three competitive
programs into the statutorily established
Continuum of Care program, which was
established as a single grant program.
Interim regulations will provide
certainty with respect to funding
requirements and eligible expenditures
for FY 2012, and the public comment
solicited through this interim rule will
help inform the public procedures that
HUD is contemplating in its regulations
in 24 CFRpart 10, and this public
comment, in turn, will inform the final
rule that will follow this interim rule
and govern the funding years following
FY 2012.
For the reasons stated above, HUD is

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

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

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

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

inspection in the Regulations Division,
Office of the General Counsel, Room
10276,451 7th Street SW., Washington.
DC 20410-0500. Due to security
measures at the HUDHeadquarters
building, please schedule an
appointment to review the docket file by
calling the Regulations Division at 202-
708-3056 [this.ls not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TrY by calling the Federal
Relay Service at 800-877-8339.
Environmental Impact
A Finding of No Significant Impact

(FONS!)with respect to the
environment has been made in

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

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

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

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

Executivo Order 13132, Federalism
Executive Order 13132 (entitled

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

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

Paperwork Reduction Act
The information collection

requirements contained in this interim

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

collections in this interim rule is
estimated as follows:

REPORTING ANDRECORDKEEPING BURDEN

I.nformationcollection Total annual
hours

Number of
respondents

Response
frequency
(average)

• ••• II •••••• ~. II •• II ••••

Burden hours
per response

§ 578.5(a) Establishing the toe .
§ 578.5(b) Establishing the Board .
§578.7(a)(1) Hold COCMeetings : .
§578.7(a)(2) InvltaUonfor New Members .
§ 578.7(a)(4) Appoint commHtees .
§578.7(a)(5) Govemance charter .
§578.7(a)(6) and (7) Monitorperformance and evaluation
§ 578.7(a)(8) Centralized or coorclnaled assessment sys-
tem : .

§578.7(a)(9) Written standards .
§ 578.7(b) Deslgnale HMIS .
§ 578.9 AppHcallonfor funds .
§578.11(c) Develop COCplan .
§ 578.21(c) Satisfying conditions .
§ 578.23 Executing grant agreements .
§ 578.35(b) AppeaJ....-iwlo .
§ 578.35(c) Appeal-denJed or decreased funding .
§578.35(d) AppeaJ-...i:ompeUngCOC .
§ 578.35(e) Appeal-Consolldated Plan certHlcatlon .
§578.49(a)-leaslng exceptions : .
§ 678.65 HPC Standards .
§ 678.75(a)(1) Stale and local requJrements--eppropriate
service provision .

§ 578.75(a)(1) Stale and local requlremenls-houslng
codes .

§578.75(b) Housing quality standards .
§678.75(b) Suitable dwellingsize .
§578.75(c) Meals .
§578.75(e) Ongoing assessment of supportive services .
§ 578.75(1)ResldenUal supervision .
§ 578.75(g) PartlclpaUonof homelees Individuals .
§578.75(h) Supportive service agreements .
.§ 678.neal Signed leases/occupancy agreements .
§ 578.nCb) Calculating occupancy charges .
§ 578.n(c) Calcula1ingrent .
§ 578.81(a) Use reslrlc1ion .
§57B.91(a) Termination of asslslance .
§578.91(b) Due process for lermlnation of assistance .
§578.95(d)-Conmct-of-lnterest exceptions .
§ 578.103(a)(3) DocumanUnghorneiessness .
§578.103(a)(4) Documenting at risk of homelessness .
§578.103(a)(5) Documenting Imminent threat of harm .
§ 578.103(a)(7) Documenting program participant records
§578.103(a)(7) Documenting case management .
§ 57B.103(a)(13)Documenting faith-based ac1lv1tles .
§578.103(b) ConfidentlaUlyprocedures .
§ 578.105(a) GranVproject changes-UFAs .
§578.105(b) GranVprojectchanges-mulliple project appli-
cants . 1-----+-----+-----+-----+-----
Tolal .

450
450
450
460
450
450
450

450
450
450
450
450

8,000
8,000

10
15
10
5
5
20

7,000

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

104.000
1,840
2.000

20
400

4,500
10

300.000
10,000

200
350,000
8,000
8.000
11.500

20

800

1
1
2
1
2
1
4

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

1

1
2
2
1
1
3
1
100
2
200
200
1
1
1
1
1
1
1
6
12
1
1
2

1

Total annual
responses

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,BOO
11,500
30,000
208,000
368.000
400,000

20
400

4,500
10

300,000
10,000

200
2.100,000

96,000
8,000
11,500

40

800

8.0
5.0
4.0
1.0
0.5
7.0
9.0

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

0.5

3.0
1.0

0.08
0.5
1.5

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

2.0

3,600
2,250
3,600
450
450

3,150
4,050

3,600
2,250
4,500
81,000
4,050
32,000
8.000

40
15
50
10
7.5
200

3,500

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

208,000
276,000
300,000

10
1,600
13,500

30
75,000
2,500
100

525,000
96.000
8.000
11,500

BO

1,600

1,921.710.5
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programs- housing and community
development, Supportive services.
Accordingly, for the reasons described

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

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; Subpart A-General Provisions
(2) Evaluate the accuracy of HUD's

estimate of the burden of the proposed ~;~: 1 Purpose and scope.
collection ofinformation; 578.3 Definitions.
(3) Enhance the quality, utility, and

clarity of the information to be Subpart B-Establlshlng and Operating a
collected; and Continuum of Care
(4) Minimize the burden of the 578.5 Establishing the Continuum of Care.

collection of information on those who 578.7 Responsibilities of the Continuum of
are to respond, including through the 578.~~parlng an application for funds.
use of appropriate automated collection 578.11 Unified Funding Agency.
techniques or other forms of information 578.13 Remedial action.
technology; e.g., permitting electronic
submission of responses. Subpart C-Appllcatlon and Grant Award

Process
Interested persons are invited to

submit comments regarding the 578.15 Eligible applicants.
information collection requirements in 578.17 Overview of application and grant

award process.
this rule. Comments must refer to the 578.19 Application process.
proposal by name and docket number 578.21 Awarding funds.
(FR-5476-I-Ol) and be sent to: HUD 578.23 Executing grant agreements.
Desk Officer, Office of Management and 578.25 Site control.
Budget, New Executive Office Building, 578.27 Consolidated plan.
Washington, DC 20503, Fax: (202) 395- j 578.29 Subsidy layering.
6947, and Reports Liaison Officer, 578.31 Environmental review.
Office of the Assistant Secretary for 578.33 Renewals.
Community Planning and Development, 578.35 Appeal.
Department of Housing and Urban Subpart !>-Program Components and
Development, 451 Seventh Street SW., Eligible Coats
Room 7233, Washington, DC 20410- 578.37 Program components and uses of
7000. assistance.
Interested persons may submit 578.39 Continuum of Cars planning

ard activities.
comments rog ing the information 578.41 Unified Funding Agency costs.
collection requirements electronically 578.43 Acquisition.
through the Federal eRulemaking Portal 578.45 Rehabilitation.
at http://www.regulations.gov. HUD 578.47 New construction.
strongly encourages commenters to 578.49 Leasing.
submit comments electronically. 578.51 Rental assistance.
Electronic submission of comments 578.53 Supportive services.
allows the commenter maximum time to 578.55 Operating costs.
prepare and submit a comment, ensures 578.57 Homeless Management Information

System.
timely receipt by HUD, and enables 578.59 Project administrative costs.
HUD to make them immediately 578.61 Relocation costs.
available to the public. Comments 578.63 Indirect costs.
submitted electronically through the
http://www.regulations.gov Web site can Subpart E-Hlgh·Performlng Communities
be viewed by other commenters and 578.65 Standards.
interested members of the public. 578.67 Publication of application.
Commenters should follow the 578.69 Cooperation among entities.578.71 HPC-eligible activities.
instructions provided on that site to
submit comments electronically. Subpart F-Program Requirements
List of Sub,'ects in Z4 CFR Part 578 578.73 Matching requirements.578.75 General operations.
Community facilities, Continuum of 578.77 Calculating occupancy charges and

Care, Emergency solutions grants, Grant rent,
programs-housing and community 578.79 Limitation on transitional housing.

578.81 Term of commitment, repayment of
development, Grant program-social grants. and prevention of undue benefits.
programs, Homeless, Rural housing, 578.83 Displacement, relocation, and
Reporting and recordkeeping acquisition.
requirements, Supportive housing 578.85 Timeliness standards.

PART 578-CONTINUUM OF CARE
PROGRAM

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

serve persons defined as homeless under
other federal laws.

578.91 Termination of assistance to
program participants. .

578.93 Fair Housing and Equal
Opportunity.

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

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

U.S.C. 3535(d).

Subpart A-General Provisions

§578.1 Purpose and scopa.
(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 homeleesness:
{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.

§578.3 Definitions.
As used in this part:
Act means the McKinney-Vento

Homeless Assistance Act as amended
(4Z 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, rohabilitation, 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.

'ATTACHMENT ••.•Jd .
~'l.-- 1-lIJ-. .PAGE ••.••.••.•••OF •••••],,(••••PAGES



Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations 45443

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;
(it) 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 morc times during the 60
days immediately preceding the
application for homelessness prevention
assistance;
(B)Is living in the home of another

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

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

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

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

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

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

qualify as "homeless" under this
section, but qualifies as "homeless"
under section 387(3) of the Runaway
and Homeless Youth Act (42 U.S.C.
5732a(3)). section 637(11) of the Head
Start Act (42 U.S.C. 9832(11», section
41403(6) of the Violence Against
Women Act of 1994 (42U.S.C. 14043e-
2(6», section 330(h)(5)(A)of the Public
Health Service Act (42 U.S.C.
254b(h)(5)(A)). section 3(m) of the Food
and Nutrition Act of 2008 (7 U.S.C.
2012(m)). or section 17(b)(15) of the
Child Nutrition Act of 1966 (42 U.S.C.
1786(b)(15»; or
(3)A child or youth who does not

quaUfy as "homeless" under this

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

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

ChronicaJJyhomeless. (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
(ll) Has been homeless and living or

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

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

residlng 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 means. as
defined in section 102 of the'
Developmental Disabilities Assistance
and Bill of Rights Act of 2000 (4~U.S.C.
15002):

(1) A severe, chronic disability of an
individual that-
(i) Is attributable to a mental or

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

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

limitations in three or more 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
later in life.

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

Emergency shelter is defined in 24
CFRpart 576. .

Emergency Solutions Grants (ESG)
means the grants provided under 24
CFRpart 576.
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Fair Market 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 Ii regular sleeping
accommodation for human beings,
including a car, park, abandoned
building, bus or train station, airport, or
camping ground;
(ii) An individual or family living in

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

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

(il) 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
applying 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),
illiterecy, low English proficiency, a
history of incarceration or detention for
criminal activity, and a history of
unstable omp'lo)'IDent;or
(4)Any inaividual 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 (HMlS) means the information
system designated by the Continuum of
Care to comply with the HMIS
requirements prescribed by HUD.

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

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

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

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

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

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

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

in the provision of assistance.
A private nonprofit organization does

not include governmental organizations,
such as public housing agencies.
Pro~mpmUdpmtmeansan

individual (including an
unaccompanied youth) or family who is
assisted with Continuum of Cere
program funds.
Projectmeans 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 chronicelly homeless,
supportive housing that meets the
following:
(1) Serves hard to reach homeless

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

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

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

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

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

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

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

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

Subpart B-Establlshlng and
Operating a ConUnuum of Care

§678.6 Establishing the Continuum of
Care.

(a) The Continuum o/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. Ralevant
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 Rnponalblllties of the Continuum
of Care.
(a) Operate the Continuum of Care.

The Continuum of Care must:
(1) Hold meetings, of the full

membership, with published agendas, at
least semi-annually;
(2)Make an invitation for new

members to join publicly available
within the geographic at least annually;
(3) Adopt and follow a written

process to select a board to act on behalf
of the Continuum of Care. The process
must be reviewed, updated, and
approved by the Continuum at least
once every 5 years;
(4)Appoint additional committees,

subcommittees, or workgroups;
(5) In consultation with the

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

Emergency Solutions Grants program
funds within the geographic area,
establish and consistently follow
written standards for providing
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humans must be counted 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 HUDby Notice.
(3) Conducting an annual gaps

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

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

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

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

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

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

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

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

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

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

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

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

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

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

demonstrates the ability to monitor
subreclptents: and
(4) Such other criteria as HUDmay

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

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

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

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

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

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

1678.13 Ramedlal actio'n.
(a) If HUD finds that the Continuum

of Care for a geographic area does not
meet the requirements of the Act or its
implementing regulations, or that there
is no Continuum for a geographic area,
HUDmay 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 3o-day prior

written notice to the Continuum and its

collaborative applicant and give them
an opportunity to respond.

Subpart C-Appllcatlon and Grant
Award Process
§678_16 Eligible applicants.
(a) Who may apply. Nonprofit

organizations, States, local governments,
and instrumentalities of State or local
governments are eligible to apply for
grants.

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

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

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

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

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

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

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

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

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

allocation under paragraphs (a)(l) and.
(2) of this section will be allocated,
using the CDBGformula, to
metropolitan cities and urban counties
that have not been funded under the
Emergency Solutions Grantsprogram 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 demand for the
Continuum of Care is the FPRN, which

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

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

5678.19 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 CFRpart 4.
(b)Applications. All applications to

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

5678.21 Awarding funds.
(a) Selection. HUDwill review

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

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

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

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

§578.23 Executing grant agreements.

(a)Deadline. No later than 45 days
from the date when all conditions are
satisfied, the recipient and 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 appJicant for a Continuum. If
a Continuum designates only one
applicant for the geographic area, after
awarding funds, HUD may enter into B
grant agreement with that applicant for
new awards, if any, and one grant
agreement for renewals, Continuum of
Care planning, and UFA costs, if any.
These two grants will qover the entire
geographic area. A default by the
recipient under one of those grant
agreements will also be a default under
the other.
(3) Unified Funding Agencies. If a

Continuum is a UFA that HUD has
approved, then HUD will enter into one
grant agreement with the UFA for new
awards, if any, and one grant agreement
for renewals, Continuum of Care
planning and UFA costs, if any. These
two grants will cover the entire
geographic area. A default by the UFA
under one of those grant agreements
will also be a default under the other.
(c)Required agreements. Recipients

will be required to sign a grant
agreement in which the recipient agrees:
(1) To ensure the operation of the

project(s) in accordance with the
provisions of the McKinney-Veto Act
and all requirements under 24 CFR part
578;
(2) To monitor and report the progress

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

practicable, that individuals and
families experiencing homelessness are
involved, through employment,
provision of volunteer services, or
otherwise, in constructing,
rehabilitating, maintaining, and
operating facilities for the project and in
providing supportive services for the
project:
(4) To require certification from all

subrecipients that:
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(1)Subrec1pients 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 willestabllsh

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 enroUed in school and
connected to appropriate services in the
community, including early childhood
programs such as Head Start, part C of
the Individuals with Disabilities
Education Act, and programs authorized
under subtitle B of title VII of the Act;
(v)The subrecipient, its officers, and

employees are not debarred or
suspended from doing business with the
Federal Government: and
(vi) Subrecipients will provide

information, such as data and reports, as
required by HOD; 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 aU financial
transactions are conducted, and records
maintained in accordance with
generally accepted accounting
principles, if the recipient is a UFA;

(6) To monitor subrecipient match
and report on match to HOD;
(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~e
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 HOD'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)j
(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 HODmay 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 HOD's
satisfaction that the applicant or
subrecipient identified in the
application is in control of the limited
partnership or limited liability
corporation that has a deed or lease for
the rroject site.
(i To have control of the limited

partnership, the applicant or
subrecipient must be the general partner
of the limited partnership or have a 51
percent controlling interest in that
general partner.
[ii] To have control of the limited

liability company, the applicant or
subreclplent 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 thereof.
§578.27 Consolidated plan.

(a) States or units of general local
government. An applicant that is a State
or a unit of general local government
must have a HOD-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
HOD-approved consolidated plan.
(b) Other applicants. Applicants that

are not States or units of general local
government must submit a certification
by the jurisdiction(s) in which the
proposed project will be located that the
applicant's application for funding is
consistent with the Jurisdiction's HUD-
approved consolidated plan. The
certification must be made by the unit
of general local government or the State,
in accordance with the consistency
certification provisions under 24 CFR
part 91, subpart F. If the jurisdiction
refuses to provide a certification of
consistency, the applicant may appeal
to HUDunder §578.35.
(c) Timing of consolidated plan

certification submissions. The required
certification that the application for
funding is consistent with the HOD-
approved consolidated plan must be
submitted by the funding application
submission deadline announced in the
NOFA.

§578.29 ·Subsldy layering.
HODmay provide assistance under

this program only in accordance with
HOD subsidy layering requirements in
section 102 of the Housing and Urban
Development Reform Act of 1989 (42
U.S.C. 3646) and 24 CFR part 4, subpart
A. An applicant must submit
information in its application on other
sources of governmental assistance that
the applicant bas received, or
reasonably expects to receive, for a
proposed project or activities. HUD's
review of this information is intended to
prevent excessive public assistance for
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proposed project or activities by
combining (layering) assistance under
this program with other governmental
housing assistance from federal, State,
or local agencies, including assistance
such as tax concessions or tax credits.

§578.31 Environmental review.

(a) Activities under this part are
subject to environmental review by
HUD under 24 CFR part 50. The
recipientor subrecipient shall supply
all available, relevant information
necessary for HUD to perform, for each
property, any environmental review
required by 24 CFR 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
Envirompental Impact Statement.

(b) The recipient or subrecipient, its
project partners, and their contractors
may not acquire, rehabilitate, convert,
lease, repair, dispose of, demolish, or
construct property for a project under
this part, or commit or expend HUD or
local funds for such eligible activities
under this part, until HUD has
performed an environmental review
under 24 CFR part 50 and the recipient
or subrecipient has received HUD
approval of the property.

§678.33 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 of renewal. HUD may
award up to 3 years of funds for
supportive services, leasing, liMIS, 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 ofrental.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 30, 2012 are eligible for
renewal in the Continuum of Care
program even if the awardees would not
be eligible for a new grant under the
program, so long as they continue to
serve the same population and the same
number of persons or units in the same
type of housing as identified in their
most recently amended grant agreement
signed before August 30, 2012. Grants
will be renewed if HUD receives a
certification from the Continuum that
there is a demonstrated need for the
project, and mID finds that the project
complied with program requirements
applicable before August 30, 2012. For
purposes of meeting the requirements of
this part, a project will continue to be
administered in accordance with 24
CFR 582.330, if the project received
funding under the Shelter Plus Care
program, or 24 CFR 583.325, if the
project received funding under the
Supportive Housing Program.
. (2) Renewal of awards made after
August 30,2012. Review criteria for
competitively awarded renewals made
after August 30, 2012 will be described
in the NOFA.

(e) Unsuccessful projects. 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.

(t) 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
BUD deems unacceptable or shows
noncompliance with the requirements
of the grant and this part.

§578.35 Appeal.
(a) In general. Failure to follow the

proceduras or meet the deadlines
established in this section will result in
denial of the appeal.

(b) Solo applicants. (1) Who may
appeal. Nonprofits, States, and local
governments, and instrumentalities of
State or local governments that
attempted to participate in the
Continuum of Care planning process in
the geographic area in which they
operate, that believe they were denied
the right to participate in a reasonable
manner, and that submitted a solo
application for funding by the
application deadline established in the
NOFA, may appeal the decision of the
Continuum to BUD.

(2) Notice of 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. .

(3) Deadline for submitting proof. No
later than 30 days after the date that
HUD announces the awards, the solo
applicant shall submit in writing, with
a copy to the Continuum, all relevant
evidence supporting its claim, in such
manner as BUD may require by Notice.

(4) Response from the Continuum of
Care. The Continuum shall have 30 days
from the date of its receipt of the solo
applicant's evidence to respond to HUD
in writing and in such manner as BUD
may require, with a copy to the solo
applicant.

(5) Decision. BUD will notify the solo
applicant and the Continuum ofits
decision within 60 days ofreceipt of the
Continuum's response.

(6) Funding. If BUD 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 ftiiiding. (1)
Who may appeal. Eligible applicants
that are denied funds by BUD, or that
requested more funds than HUD
awarded to them, may appeal the award
by filing a written appeal, in such form
and manner as HUD may require by
Notice, within 45 days of the date of
BUD's announcement of the award.

(2) Decision. HUD will notify the
applicant of its decision on the appeal
within 60 days of BUD's receipt of the
written appeal. HUD will reverse a
decision only when the applicant can
show that BUD error caused the denial
or decrease.
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(3) Funding. Awards and increases to
awards made upon appeal will be made
from next available funds.
_ (d) Competing Continuums of Care.
(1) In general. If more than one
Continuum of Care claims the same
geographic area,mm will award funds
to the Continuum applicant(s) whose
application(s) has the highest total
score. No projects will be funded from
the lower scoring Continuum. No
projects that are submitted in 'two or
more competing Continuum of Care
applications will be funded.

(2) Who may appeal. The designated
applicant(s) for the lower scoring
Continuum may appeal 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 award.

(3) Decision. mm will notify the
applicant(s) of its decision on tho 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
HUD 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 tomm and send a copy of
the appeal to the jurisdiction that
denied the certification of consistency.
The appeal must include, at a
minimum:
(i) A copy of the applicant's request

to the jurisdiction for the certificetion 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 CPR91.500(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) If the jurisdiction did not provide

written reasons for refusal, including
the reasons why the project is not
consistent with the jurisdiction's
Consolidated Plan in its initial response
to the applicant's request for a
certification, HUDwill find for the
applicant without further inquiry or
response from the political jurisdiction.

Subpart D-Program Components and
Eligible eoata

§578.37 Program components and US88 of
assistance.
(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: pennanent
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 eligihle 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).
Pennanent 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:

(1) Permanent supportive 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-tenn (for 3 to 24 months)
tenant-based rental assistance, as set
forth in § 578.51(c), 8S 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)j (a)(2); (c) and
(0 through (i); and 0)(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.

(B) 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 prograin
participant in ensuring long-term
housing stability. The project is exempt
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from this requirement if the Violence
Against Women Act of1994 (42U.S.C.
13925 et seq.) or the Family Violence
Prevention and Services Act (42 U.S.C.
10401 et seq.) prohibits the recipient
carryiIig out the project from making its
housing conditional on the participant's
accertance of services.

(2 Transitional Housing (TH).
Transitional housing facilitates the
movement of homeless individuals and
families to PH within 24 months of
entering TH. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services.
(3) Supportive Service Only (SSO).

Funds may be used for acquisition,
rehabilitation, relocation costs, or
leasing of a facility from which
supportive services will be provided,
and supportive services in order to
provide supportive services to
unsheltered and sheltered homeless
persons for whom the recipient or
subrecipient is not providing housing or
housing assistance. SSO includes street
outreach.
(4)HMIS. Funds may be used by

HMIS Leads to lease a structure in
which the HMIS is operated or as
operating funds to operate a structure in
which the HMIS is operated, and for
other costs eligible in §578.57.

(5) Homelessness p1'BV8ntion. Funds
may be used by recipients in
Continuums of Care-designated high-
performing communities for housing
relocation and stabilization services,
and short- and/or medium-term rental
assistance, as described in 24 CFR
576.105 and 24 CFR 576.106, that are
necessary to prevent an individual or
family from becoming homeless.
(b) Uses of assistance. Funds are

available to pay for the eligible costs
listed in §578.39 through §578.63 when
used to:
(1) Establish new housing or new

facilities to provide supportive services;
(2) Expand existing housing and

facilities in order to increase the number
of homeless persons served;
(3) Bring existing housing and

facilities into compliance with State and
local government health and safety
standards, as described in §578.87;
(4) Preserve existing permanent

housing and facilities that provide
supportive services;
(5) Provide supportive services for

residents of supportive housing or for
homeless persons not residing in
supportive housing;
(6) Continue funding permanent

housing when the recipient has received
funding under this part for leasing,
supportive services, operating costs, or
rental assistance;

(7) Establish and operate an HMIS or
comparable database;.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 Conllnuum 01 Car. planning
actlvltle •.

(a) In general. Collaborative
applicants may use up to 3 percent of
their FPRN, or a maximum amount to be
established by the NOFA, for costs of:
(1) Designing and carrying out a

collaborative process for the
development of an application to HUD;
(2)Evaluating the outcomes of

projects for which funds are awarded in
the geographic area under the
Continuum of Care and the Emergency
Solutions Grants programs; and
(3)Participating in the consolidated

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

activities. Eligible plimning costs
include the costs of:
(1)Developing a communitywjde 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
planes) of the jurisdiction(s) in the
geographic area; and
(6)Preparing and submitting an

application to BUD 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 COlt •.
(a) In general. UFAs may use up to 3

percent of their FPRN. or a maximum
amount to be established by the NOFA,
whichever is less, for fiscal control and
accounting costs necessary to assure the
proper disbursal of, and accounting for,
federal funds awarded to subrecipients
under the Continuum of Care program.
(b) UFA costs. UFA costs include.

costs of ensuring that all financial .
transactions carried out under the
Continuum of Care program are
conducted and records are maintained
in accordance with generally accepted
accounting 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.
(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. .
(b)EligJble costs. Eligible

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

not be used for rehabilitation of leased
property.

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

of new construction. including the

0-ATTACHMENT •.__••••••__••_•.•
PAGE ;?'L__OF .•.~!£__PAGES



45452 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

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 alack 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 percent of the costs
of leasing a structure or structures, or
portions thereof, to provide housing or
supportive services to homeless persons
for up to 3 years. Leasing funds may not
be used to lease units or structures
owned by the recipient, subrecipient,
their parent organization(s), any other
related organization(s), or organizations
that are members of a partnership,
where the partnership owns the
structure, unless HUD authorized an
exception for good cause.

(2) Any request for an exception must
include the following:

(i)A description of how leasing these
structures is in the best interest of the
program;

(ii) Supporting documentation
showing that the leasing charges paid
with grant funds are reasonable for the
market; and

(iii) A copy of the written policy for
resolving disputes betwean 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 ronts
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 HlJD-
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
service cost.

(4) Security deposits and first and last
month's rent. Recipients and
subrecipients may use grant funds to
pay security deposits, in an amount not
to exceed 2 months of actual rent. An
advance payment of the last month's
rent may be provided to the landlord in
addition to the security deposit and
payment of the first month's rent.

(5) Occupancy agreements and
subleases. Occupancy agreements and
subleases are required as specified in
§578.77(a).

(6) Calculation of occupancy charges
and rent. Occupancy charges and rent
from program participants must be
calculated as provided in §578.77.

(7) Program income. Occupancy
charges and rent collected from program
participants are program income and
may be used as provided, under
§578.97.

(8) Transition. Beginning in the first
year awards are made under the
Continuum of Care program, renewals of
grants for leasing funds entered into
under the authority of title IV, subtitle
D of the Act as it existed before May 20,
2009, will be renewed either as grants
for leasing or as rental assistance,
depending on the 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 Renlal 8S15lslance.

(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
haalth agency established as a public
nonprofit organization. Program
participants must reside in housing
owned or leased by the sponsor. Up to
5 years worth of rental assistance may
be awarded to a project in one
competition.

(e) Project-based rental assistance.
Project-based rental assistance is
provided through a contract with the
owner of an existing structure, where
the owner agrees to lease the subsidized
units to program participants. Program
participants will not retain rental
assistance if they move. Up to 15 years
of rental assistance may be awarded in
one competition.
(f)Grant amount. The amount of

rental assistance in each project will be
based on the number and size of units
proposed by the applicant to be assisted
over the grant period. The amount of .
rental assistance in each project will be
calculated by multiplying the number
and size of units proposed by the FMR
of each unit on the date the application
is submitted to HUD, by the term of the
grant.
(g)Rent reasonableness. HUDwill

only provide rental assistance for a unit
if the rent is reasonable. The recipient
or subrecipient must determine whether
the rent charged for the unit receiving
rental assistance Is reasonable in
relation to rents being charged for
comparable unassisted units, 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
OWDerfor comparable unassisted units.
(h)Payment of grant. (1)The amount

of rental assistance in each project will
be reserved for rental assistance over the
grant period. An applicant's request for
rental assistance in each grant is an
estimate of the amount needed for rental
assistance. Recipients will make draws
from the grant funds to pay the actual
costs of rental assistance for program
participants.
(2) For tenant-based rental assistance,

on demonstration of need:
(i) Up to 25 percent of the total rental

assistance awarded may be spent in any
year of a 5-year grant term; or
[ii]A higher percentage if approved in

advance by HUD, if the recipient
provides evidence satisfactory to HUD
that it is financially committed to

providing the housing assistance
described in the application for the full
5-year period.
(3) A recipient must serve at least as

many program participants 8S 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. IT a unit assisted under

this section is vacated before the
expiration of the lease, the assistance for
the unit may continue for a maximum
of 30 days from the end of the month
in which the unit was vacated, unless
occupied by another eligible person. No
additional assistance will be paid until
the unit is occupied by another eligible
person. Brief periods of stays in
institutions, not to exceed 90 days for
each occurrence, are not considered
vacancies.
(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.
(k)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.

(1) 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) lnitiallease for transitional
housing. Program participants in
transitional housing must enter into a
lease agreement for a term of at least one
month. The lease must be automatically
renewable upon expiration, except on
prior notice by either party, up to a
maximum term of 24 months.

§578.53 Supportive •• rvlc •••
(a) In general. Grant funds may be

used to pay the eligible costs of
supportive services that eddress 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 1\1eprogram 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 HIViAIDS; 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, erranging, coordinating, and
nionitoring the delivery of
individualized services to meet the
needs of the program participant(s) are
eligible costs. Component services and
activities consist of:

(i) Counseling;
(ii) Developing, securing, and

coordinating services;
(iii) Using the centralized or

coordinated assessment system as
required under §578.23(c)(9).

(iv) Obtaining federal, State, and local
benefits;

(v) Monitoring and evaluating
program participant progress;

(vi) Providing information and
referrals to other providers;

(vii) Providing ongoing risk
assessment and safety planning with
victims of domestic violence, dating
violence, sexual assault, and stalking;
and

(viii) Developing an individualized
housing and service plan, including
planning a path to permanent housing
stability.

(4) Child care. The costs of
establishing and operating child care,
and providing child-care vouchers, for
children from families experiencing
homelessness, including providing
meals and snacks, and comprehensive
and coordinated developmental
activities, are eligible.

(i) The children must be under the age
of 13, unless they are disabled children.

[ii] Disabled children must be under
the age of 18.

(iii) The child-care center must be
licensed by the jurisdiction in which it
operates in order for its costs to be
eligible.

(5) Education services. The costs of
improving knowledge and basic
educational skills are eligible.

(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).

(ii) Component services or activities
are screening, assessment and testing;
individual or group instruction;
tutoring; provision of books, supplies,
and instructional material; counseling;
and referral to community resources.

(6) Employment assistance and job
training. The costs of establishing and
operating employment assistance and
job training programs are eligible,
including classroom, online andlor
computer instruction, on-the-job
instruction, services that assist
individuals in securing employment,
acquiring learning skills. and/or
increasing earning potential. The cost of

providing reasonable stipends to
program participants in employment
assistance and job training programs is
also an eligible cost.

(i) Learning skills include those skills
that can be used to secure and retain a
job, including the acquisition of
vocational licenses and/or certificates.

(ii) Services that assist individuals in
securing employment consist of:

(A) Employment screening,
assessment, or testing;

(B) Structured job skills and job-
seeking skills;

(C) Special training and tutoring,
including literacy training and pre-
vocational training;

(D)Books and instructional material;
(E)Counseling or job coaching; and
(F) Referral to community resources.
(7) Food. The cost of providing meals

or groceries to program participants is
eligible.

(8) Housing search and counseling
services. Costs of assisting eligible
program participants to locate, obtain,
and retain suitable housing are eligible.

(i) Component services or activities
are tenant counseling; assisting
individuals and families to understand
leases; securing utilities; and making
moving arrangements.

(ii) Other eligible costs are:
(A) Mediation with property owners

and landlords on behalf of eligible
program participants;

(B) Credit counseling, accessing a free
personal credit report, and resolving
personal credit issues; and

(C)The payment of rental application
fees.

(9) Legal services. Eligible costs are
the fees charged by licensed attorneys
and by person(s) under the supervision
of licensed attorneys, for advice and
representation in matters that interfere
with the homeless individual or family's
ability to obtain and retain housing.

(i) Eligible 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 perfonn 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 arc crisis
interventions; counseling; individual.
family, or group therapy sessions; the
prescription of psychotropic
medications or explanations about the
use .and management of medications;
and combinations of therapeutic
approaches to address multiple
problems.

(12) Outpatient health services.
Eligible costs are the direct outpatient
treatment of medical conditions when
provided by licensed medical
professionals including:

(i) Providing an analysis or
assessment of an individual's health
problems and the development of a
treatment plan;

(ii) 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
eligible.
(i) Eligible costs include the outreach

worker's transportation costs and a cell
phone to be used by the individual
performing the outreach.
(ii) Component activities and services

consist of: initial assessment; crisis
counseling; addressing urgent physical
needs, such as providing meals,
blankets, clothes, or toiletries; actively
connecting and providing people with
information and referrals to homeless
and mainstream programs; and
publicizing the availability of the
housing and/or services provided
within the geographic area covered by
the Continuum of Care.

(14) Substance abuse treatment
services. The costs of program
participant intake and assessment,
outpatient treatment, group and .
individual counseling, and drug testing
are eligible. Inpatient detoxification and
other inpatient drug or alcohol
treatment are ineligible.

(16) Transportation. Eligible costs are:
(i) The costs of program participant's

travel on public transportation or in a
vehicle provided by the recipient or
subrecipient to and from medical care,
employment, child care, or other
services eligible under this section.
(ii) Mileage allowance for service

workers to visit program participants
and to carry out housing quality
inspections;
(iii) The cost of purchasing or leasing

a vehicle in which staff transports
program participants and/or staff
serving program participants;
(iv) The cost of gas, insurance, taxes,

and maintenance for the vehicle;
(v)The costs of recipient or

subrecipient staff to accompany or assist
program participants to utilize public
transr0rtation; and
(vi If public transportation options

are not sufficient within the area, the
recipient may make a one-time payment
on behalf of a program participant
needing car repairs or maintenance
required to operate a personal vehicle,
subject to the following:
(A)Payments for car repairs or

maintenance on behalf of the program
participant may not exceed 10 percent
of the Blue Book value of the vehicle
(Blue Book refers to the guidebook that
compiles and quotes prices for new and
used automobiles and other vehicles of
all makes, models, and types);
(B)Payments for car repairs or

maintenance must be paid by the
recipient or subrecipient directly to the
third party that repairs or maintains the
car; and
(C)The recipients or subrecipients

may require program participants to

share in the cost of car repairs or
maintenance as a condition 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) Tbe salary and benefit packages of

the recipient and subrecipient staff who
directly deliver the services.

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

pay the costs of the day-to-day operation
of transitional and permanerit housing
in a single structure or individual
housing units.
(b)Eligible costs. (1) The maintenance

and repair of housing;
(2) Property taxes and insurance;
(3) Scheduled payments to a reserve

for replacement of major systems of the
housing (provided that the payments
must be based on the useful life of the
system and expected replacement cost);
(4) Building security for a structure

where more than 50 percent of the units
or area ispald for with grant funds;
(5) Electricity, gas, and 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 sorvice-only facilities.
Program funds may not be used for the
maintenance and repair of housing
where the costs of maintaining and
repairing the housing are included in
the lease.

§578.57 Homele.s Management
InformaHon System.
(a)Eligible costs. (1) The recipient or

subrecipient may use Continuum of
Care program funds topay the costs of
contributing data to the HMIS
designated by the Continuum of Care,
including the costs of:
(i) Purchasing or leasing computer

hardware;
(ii) Purchasing software or software

licenses;
(iii) Purchasing or leasing equipment,

including telephones, fax machines, and
furniture;

(iv) Obtaining technical support;
(v) Leasing office space;
(vi) Paying charges for electricity, gas,

water, phone service, and high-speed
data transmission necessary to operate
or contribute data to the HMIS;
(vil) Paying salaries for operating

HMlS, including:
(A) Completing data entry;
(B)Monitoring and reviewing data

quality;
(Cl 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 HUD-sponsored and Hun-
approved training on HMIS and
programs authorized by Title IV of the
McKinney-Vento Homeless Assistance
Act;
(ix) Paying staff travel costs to

conduct intake; and
(x) Paying participation fees charged

by the HMIS Lead, as authorized by
Hun, if the recipient or subrecipient is
not the HMIS Lead.
(2) If the recipient or subrecipient is

the HMIS Lead, it may also use
Continuum of Care funds to pay the
costs of:
(i) Hosting and maintaining HMIS

software or data;
(il) 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
HUD's HMIS requirements.
(b) General restrictions. Activities

funded under this section must comply
with the HMIS requirements.

§578.59 Project admlnlstraHve costs.
(a)Eligible costs. The recipient or

subrecipient may use up to 10 percent
of any grant awarded under this part,
excluding the amount for Continuum of
Care Planning Activities and UFA costs.
for the payment of project .
administrative costs related to the
planning and execution of Continuum
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of Care activities. This does not include
staff and overhead costs directly related
to carrying out activities eligible under
§578.43 through § 578.57, because those
costs ere eligible as part of those
activities. Eligible administrative costs
include:

(1) Generalmanagement, oversight,
and coordination. Costs of overall
program management, coordination,
monitoring, and evaluation. These costs
include, but ere 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 each
fiscal year grant. Program
administration assignments include the
following:
(A)Preparing program budgets and

schedules, and amendments to those
budgets and schedules;
(B)Developing systems for assuring

compliance with program requirements;
(C)Developing agreements with

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

progress and compliance with program
requirements;
(E)Preparing reports and other

documents directly related to the
program for 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)(I){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
res'ponsibilities 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.
§578.81 Relocationcosts.
(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 Indirectcosts.
(a) In general. Continuum of Care

funds may be used to pay indirect costs
in accordance with OMBCirculars A-87
or A-122, as applicable.
(b)Allocation. Indirect costs may be

allocated to each eligible activity as
provided in subpart D, so long as that
allocation is consistent with an indirect
cost rate proposal developed in
accordance with OMBCirculars A-87 or
A-122, as applicable.
(c) Expenaiture limits. The indirect

costs charged to an activity subject to an
expenditure limit under §§ 578.39,
578.41, and 578.59 must be added to the
direct costs charged for that activity
when determining the total costs subject
to the expenditure limits.

Subpart E-Hlgh-Performlng
Communltlea
§678.65 Standards.
(a) In general. The collaborative

applicant for a Continuum may apply to
HUD to have the Continuum be
designated a high-performing
community (HPC).The designation
shall be for grants awarded in the same
competition in which the designation is
applied for and made.
(b)AppJying for HPC designation. The

application must be submitted at such

time and in such manner as HUDmay
require, must use HMIS data where
required to show the standards for
qualifying are met, and must contain
such information as HUD requires,
including at a minimum:
(1)A report showing how the

Contlnuum of Care program funds
received in the preceding year were
expended;
(2) A specific plan for how grant

funds will be expended; and
(3) Information establishing that the

Continuum of Care meets the standards
forHPCs.
(c) Standards for qualifying as an

HPC. To qualify as an HPC, a
Continuum must demonstrate through:
(1) Reliable data generated by the

Continuum of Care's HMIS that it meets
all of the following standards:
(i) Mean length of homelessness.

Either the mean length of episode of
homelessness within the Continuum's
geographic area is fewer than 20 days,
or the mean length of episodes of
homelessness for individuals or families
in similar circumstances was reduced
by at least 10 percent from the
preceding federal fiscal year.
(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) HMlS coverage. The Continuum's

HMIS must have a bed coverage rate of
80 percent and a service volume
coverage rate of 80 percent as calculated
in accordance with HUD's HMIS
requirements.
(iv) Serving families and youth. With

respect to Contlnuums 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 fernilies

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
HMlS 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 a
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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.
[ii] 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
famllies who became homeless in that
community.

§578.67 Publication of application.
HUDwill publish the application to

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

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

distributing information about its
successful efforts to reduce
homelessness.
§ 578.71 HPC-ellglble actlvltle ••
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 CFR576.104. 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 Metchlng requirement ••
(a) In general. The recipient or

subrecipient must match all grant funds,
except for leasing funds. with no less
than 25 percent of funds or in-kind
contributions from other sources. For
Continuum of Care geographic areas in
which there is more than one grant
agreement, the 25 percent match must
be provided on a grant-by-grant basis.
Recipients that are UFAs or are the sole
recipient for their Continuum, may
provide match on a Continuum-wide
basis. Cash match must be used for the
costs of activities that are eligible under

subpart D of this part. except that HPCs
may use such match for the costs of
activities that are eligible under
§578.71.
(b)Cash sources. A recipient or

subrecipientmay use funds from any
source. including any other federal
sources (excluding Continuum of Care
program funds), as well BS 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 pert are used for acquisition,
leasing, services, or opereting costs, 24
CFRpart 35. subparts A, B, K. and R
apply.
(1) Before any assistance will be

provided on behalf of a program
participant. the recipient, or
subrecipient, must physically inspect
each unit to assure that the unit meets
HQS. Assistance will not be provided
for units that fail to meet HQS, unless
the owner corrects any deficiencies
within 30 days from the date of the
initial inspection and the recipient or
subrecipient verifies that all deficiencies
have been corrected.
(2) Recipients or subrecipients must

inspect all units at least annually during
the grant period to ensure that the units
continue to meet HQS.
(c) Suitable dwelling size. The

dwelling unit must have at least one
bedroom or living/sleeping room for
each two persons.
(1) Children of opposite sex, other

than very young children, may not be
required to occupy the same bedroom or
living/sleeping room.
(2) If houseliold composition changes

during the term of assistance, recipients
and subrecipients may relocate the
household to a more appropriately sized
unit. The household must still have
access to appropriate supportive
services. -
(d) Meals. Each recipient and

subrecipient of assistance under this
pert who provides supportive housing
for homeless persons with disabilities
must provide meals or meal preparation
facilities for residents.

(e) Ongoing assessment of supportive
services. To the extent practicable. each
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project must provide supportive
services for residents of the project and
homeless persons using the project,
which may be designed by the recipient
or participants. Each recipient and
subrecipient of assistance under this
part must conduct an ongoing
assessment of the supportive services
needed by the residents of the project,
the availability of such services, and the
coordination of services needed to
ensure long-term housing stability and
must make adjustments, as appropriate.
(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.

(bJ 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
prognun.

(1) 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 tho right to
rental assistance under this section until
the expiration of the lease in effect at
the time of the qualifying member's
death, long-term incarceration, or long-
term institutionalization.

§578.77 CalculaUng occupancy charges
and rent.

(a) Occupancy agreements and Jeases.
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 ofthe 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(0). 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) VerificaUon. 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 transitional
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.
S578.81 Tenn of commitment, r.payment
of grants, and prevention of undue benefits.
(a) In ge!leral. 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 HUD's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
geo~phic area. .
[e] Repayment of grant funds. If a

project is not operated as transitional or
permanent housing for 10 years
following the date of initial occupancy,
HUDwill require repayment of the
entire amount of the grant used for
acquisition, rehabilitation. or new
construction. unless conversion of the
project has been authorized under
paragraph (b) 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 as HUDmay prescribe to
prevent the recipient or subrecipient
from unduly benefiting from such sale
or disposition.
(e)Exception. A recipient or

subrecipient will not be required to
comply with the terms and conditions
prescribed under paragraphs (c) and (d)
of this section if:
(1) The sale or disposition of the

property used for the project rasults 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
thiSfarli
(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. relocaUon. and
acqul&lUon.
(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 Wof
the McKinney- Vento Act. No tenant may
be required to relocate temporarily for a
project if the building in which the
project is being undertaken or will be
undertaken is not currently assisted
under Title IV of the McKinney-Vento
Act. The absence of such assistance to
the building means the tenants are not
homeless and the tenants are therefore
not eligible to receive assistance under
the Continuum of Care program. When
a tenant moves for such a project under
conditions that cause the Uniform
Relocation Assistance and Real Property
Acquisition Policies Act of 1970 (URA).
42 U.S.C. 4601-4655. to apply. the
tenant must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section.

(2)Existing Transitional Housing or
Pennanent Housing Projects Assisted
Under Title W of the McKinney-Vento
Act. Consistent with paragraph (e)(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:

(1) Reimbursement for all reasonable
out-of-pocket expenses incurred in
connection with the temporary

relocation. including the cost of moving
to and from the temporarily occupied
housing and any increase in monthly
rent/occupancy charges and utility
costs; and
(il) Appropriate advisory services,

including reasonable advance written
notice of:
(A) The date and approximate

duration of the temporary relocation;
(B)The location of the suitable.

decent. safe. and sanitary dwelling to be
made available for the temporary
period;
(C) The reasonable terms and

conditions under which the program
participant will be able to occupy a
suitable, decent. safe. and sanitary
dwelling in the building or complex
upon completion of the project; 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) "mustbe 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 mOVefor 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 subrecipient
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 iInotice 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 is made by a program
participant occupying transitional
housing or permanent housing assisted
under Title IV of the McKinney-Vento
Act, if anyone of the following three
situations occurs:
(A) The program participant moves

after execution of the agreement
covering the acquisition, rehabilitation,
or demolition of the property for the
project and is either not eligible to
return upon project completion or the
move occurs before the program
participant is provided written notice
offering the program participant an
opportunity to occupy a suitable,
decent, safe, and sanitary dwelling in
the same building or complex upon
project completion under reasonable
terms and conditions. Such reasonable
terms and conditions must include a
lease (or occupancy agreement, as
applicable) consistent with Continuum
of Care program requirements, including
a monthly rent or occupancy charge and
monthly utility costs that does not
exceed the maximum amounts
established in §578.77: or
(B) The program participant is

required to relocate temporarily, does
not return to the building or complex,
and anyone of the following situations
occurs:

(1) The program participant is not
offered payment for all reasonable out-

o~pocketexpensesincurredin
connection with the temporary
relocation:
(2) The program participant is not

eligible to return to the building or
comflex upon project completion: or

(3 Other conditions of the temporary
relocation are not reasonable: or
(C) The program participant is

required to move to another unit in the
same building or complex, and anyone
of the following situations occurs:

(1) The program participant is not
offered reimbursement for all reasonable
out-of-pocket expenses incurred in
connection with the move:
(2) The program participant is not

eligible to remain in the building or
comflex upon project completion: or

(3 Other conditions of the move are
not reasonable.
(iii) Notwithstanding the provisions of

paragraph (c)(2)(i) or (il) of this section,
a person does not qualify as a
"displaced person" if:
(AJ The person has been evicted for

serious or repeated violation of the
terms and conditions of the lease or
occupancy agreement: the eviction
complied with applicable federal, State,
or local requirements (see §~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 iinder 49

CFR 24.2(a)(9)(ii));
(D) The person is a program

participant occupying transitional
housing or permanent housing assisted
under Title IV of the Act who must
move as a direct result of the length-of-
occupancy restriction under §578.79; or
(E) HUD determines that the person

was not displaced as a direct result of
acquisition, rehabilitation, ·or
demolition for the project.
(iv) The recipient may requost, 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

soction, 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 the
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.

§678.86 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 46 days after receiving an
approvable request for such distribution
from the subreciplent: and
(3) Draw down funds at least once per

quarter of the program year, after
eligible activities commence.

§578.87 L1mltatlon 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
participants. Organizations that are
religious or faith-based are eligible, on
the same basis as any other
organization, to participate in the
Continuum of Care program. Neither the
Federal Government nor a State or local
government receiving funds under the
Continuum of Care program shall
discriminate against an organization on
the basis of the organization's religious
character or affiliation. Recipients and
subrecipients of program funds shall
not, in providing program assistance,
discriminate against a program
participant or prospective program
participant on the basis of religion or
reli~ous belief.
[ii) Beneficiaries. In providing

services supported in whole or in part
with federal financial assistance, and in
their outreach activities related to such
services, program participants shall nol
discriminate against current or
prospective program beneficiaries on
the basis of religion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice.
(2j Separation of explicitly religious

activities. Recipients and subrecipients
of Continuum of Care funds that engage
in explicitly religious activities,
including activities that involve overt
religious content such as worship,
religious instruction, or proselytization,
must perform such activities and offer
such services outside of programs that
are supported with federal financial
assistance separately, in time or
location, from the programs or services
funded under this part, and
participation in any such explicitly
religious activities must be voluntary for
the program beneficiaries of the HUD-
funded programs or services.

(3)Religious identity. A faith-based
organization that is a recipient or
subrecipient of Continuum of Care
program funds is eligible to use such

funds as provided under the regulations
of this part without impairing its
independence, autonomy, expression of
religious beliefs, or religious character.
Such organization will retain its
independence from federal, State, and
local government, and may continuo to
carry out its mission, including the
definition, development, practice, and
expression of its religious beliefs,
provided that it does nol use direct
program funds to support or engage in
any explicitly religious activities,
including activities that involve overt
religious content, such as worship,
religious instruction, or proselytization,
or any manner prohibited by law.
Among other things, faith-based
organizations may use space in their
facilities to provide program-funded
services, without removing or altering
religious art, icons, scriptures, or other
religious symbols. In addition, a
Continuum of Care program-funded
religious organization retains its
authority over its internal governance,
and it may retain religious terms in its
organization's name, select its board
members on a religious basis, and
include religious references in its
organization's mission statements and
other governing documents.

(4)Alternative provider. If a program
participant or prospective program
participant of the Continuum of Care
program supported by HUD objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonably prompt time
after the objection, undertake reasonable
efforts to identify and refer the program
participant to an alternative provider to
which the prospective program
participant has no objection. Except for
services provided by telephone, the
Internet, or similar means, the referral
must be to an alternate provider in
reasonable geographic proximity to the
organization making the referral. In
making the referral, the organization
shall comply with applicable privacy
laws and regulations. Recipients and
subrecipients shall document any
objections from program participants
and prospective program participants
and any efforts to refer such participants
to alternative providers in accordance
with the requirements of
§578.103(a)(13). Recipients shall ensure
that all subrecipient agreements make
organizations receiving program funds
aware of these requirements.

(5) Structures. Program funds may not
be used for the acquisition,
construction, or rehabilitation of
structures to the extent that those
structures are used for explicitly
religious activities. Program funds may

be used for the acquisition,
construction, or rehabilitation of
structures only to the extent that those
structures are used for conducting
eligible activities under this part. When
a structure is used for both eligible and
explicitly religious activities, program
funds may not exceed the cost of those
portions ofthe acquisition, new
construction, or rehabilitation that are
attributable to eligible activities in
accordance with the cost accounting
requirements applicable to the
Continuum of Care program.
Sanctuaries, chapels, or other rooms
that a Continuum of Care program-
funded religious congregation uses as its
principal place of worship, however, are
ineligible for Continuum of Care
program-funded improvements.
Disposition of real property after the
term of the grant, or any change in the
use of the property during the term of
the grant, is subject to governmentwide
regulations governing real property
disposition (see 24 CFR parts 84 and
85).

(6) Supplemental funds. If a State or
local government voluntarily
contributes its own funds to supplement
federally funded activities, the State or
local government has the option to
segregate the federal funds or
commingle them. However, if the funds
are commingled, this section applies to
all of the commingled funds.

(c) Restriction on combining funds. In
a single structure or housing unit, the
following types of assistance may not be
combined:
(1) Leasing and acquisition,

rehabilitation, or new construction:
(2) Tenant-based rental assistance and

acquisition, rehabilitation, or new
construction:
(3) Short- or medium-term rental

assistance and acquisition,
rehabilitation, or new construction:
(4) Rental assistance and leasing; or
(5) Rental assistance and operating.
(d) Program fees. Recipients and

subrecipients may not charge program
participants program fees.

t 578.89 L1mltatlon on use of grant funda
to aerve person. defined a. homeles.
under other feclerallaw8.
(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 priority than serving
persons defined as homeless under
paragraphs (1), (2), and (4) of the
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definition of homeless in §576.2. To
demonstrate that it is of equal or greater
priority, applicants mustshow that it is
equally or more cost effective in meeting
the overall goals and objectives of the
plan submitted under section
427(b)(1)(B)of the Act, especially with
respect to children and unaccompanied
youth.
(b)Limit. No more than 10 percent of

the funds awarded to recipients within
a single Continuum of Care's geographic
area may be used to serve such persons.
(c)Exception. The 10 percent

limitation does not apply to
Continuums in which the rate of
homelessness, as calculated In the most
recent point-in-time count, is less than
one-tenth of one percent of the total
population.
§578.91 Termination of assistance to
program participants.

(a) Tennination of assistance. The
recipient or subrecipient may terminate
assistance to a program participant who
violates program requirements or
conditions of occupancy. Termination
under this section does not ber the
recipient or subrecipient from providing
further assistance at a later date to the
same individual or family.
(b)Due process. In terminating

assistance to a program participant, the
recipient or subrecipient must provide a
formal process that recognizes the rights
of individuals receiving assistance
under the due process 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 subreciplents 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
participent's assistance is terminated
only in the most severe cases.

§578.93 Fair Housing and Equal
Opportunity.
(a) Nondiscrimination and equal

opportunity requirements. The
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 5.105(a) ere applicable. .

(b) Housing for specific
subpopuJations. Recipients and
subrecipients may exclus.ively 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
subpopulation (e.g., housing also
assisted with funding from the Housing
Opportunities for Persons with AIDS
program under 24 CFRpart 574 may be
limited to persons with acquired
immunodeficiency syndrome or related
diseases).
(7) Recipients may limit admission to

or provide a preference for the housing
to subpopulations of homeless persons
and families who need the specialized
supportive services that are provided in
the housing (e.g., substance abuse

addiction treatment, domestic violence
services, or a high intensity package
designed to meet the needs of hard-to-
reach homeless persons). While the
housing may offer services for a
particular type of disability, no
otherwise eligible individuals with
disabilities or families including an
individual with a disability, who may
benefit from the services provided may
be excluded on the grounds that they do
not have a particular disability.

(c) Affirmatively furthering fair
housing. A recipient must implement its
programs in a manner that affirmatively
furthers fair housing, which means that
the recipient must:
(1) Affirmatively market their housing

and supportive services to eligible .
persons regardless of race, color,
national origin, religion, sex, age,
familial status, or handicap who are
least likely to apply in the absence of
special outreach, and maintain records
of those marketi~ activities;
(2)Where a recipient encounters a

condition or action that impedes fair
housing choice for current or
prospective program participants,
provide such information to the
jurisdiction that provided the
certification of consistency with the
Consolidated Plan; and
(3) Provide program participants with

information on rights and remedies
available under applicable federal. State
and local fair housing and civil rights
laws.

(d) Accessibility and integrative
housing and services for persons with
disabilities. Recipients and
subrecipients must comply with the
accessibility requirements of the Fair
Housing Act (24 CFR part 100), Section
504 of the Rehabilitation Act of 1973 (24
CFRpart 8), and Titles II and ill ofthe
Americans with Disabilities Act,.as
applicable (28 CFR parts 35 and 36). In
accordance with the requirements of 24
CFR 8.4(d), recipients must ensure that
their program's housing and supportive
services are provided in the most
integrated setting appropriate to the
needs of persons with disabilities,

(e) Prohibition against involuntary
family separation. The age and gender
of a child under age 18 must not be used
as a basis for denying any family's
admission to a project that receives
funds under this part.
§578.95 Conflicts of 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
ors.anizations).

(b) Continuum of Care board
members. No Continuum of Care board
member may participate in or influence
discussions or resulting decisions
concerning the award of a grant or other
financial benefits to the organization
that the member represents.

(c) Organizationiil conflict. An
organizational conflict of interest arises
when, because of activities or
relationships with other persons or
organizations, the recipient or
subrecipient is unable or potentially
unable to render impartial assistance in
the provision of any type or amount of
assistance under this part, or when a
covered person's, as in paragraph (d)(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) other conflicts. For all other

transactions and activities, the following
restrictions apply:
(1) No covered person, meaning a

person who is an employee, agent,
consultant, officer, or elected or
appointed official of the recipient or its
subrecipients and who exercises or has
exercised any functions or
responsibilities with respect to activities
assisted under this part, or who is in a
position to participate in a decision-
maldng 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, subcontrect, or
agreement with respect to an assisted
activity, or have a financial interest in
the proceeds derived from an assisted
activity, either for him or herself or for
those with whom he or she has
immediate family or business ties,
during his or her tenure or during the
one-year period following his or her
tenure.

(2) Exceptions. Upon the written
request of the recipient, HUDmay grant
an exception to the provisions ofthis
section on a case-by-case basis, taking
into account the cumulative effects of

the criteria in paragraph (d)(2)(ii) of this
section, provided that the recipient has
satisfactorily met the threshold
requirements of paragraph (d)(2)(i1)of
this section.
(i) Threshold requirements. HUD will

consider an exception only after the
recipient has provided the following
documentation:
(A) Disclosure of the nature of the

conflict, accompanied by a written
assurance, if the recipient is a
government, that there has been public
disclosure of the conflict and a
description of how the public disclosure
was made; and if the recipient is a
private nonprofit organization, that the
conflict has been disclosed in
accordance with their written code of
conduct or other conflict-of-interest
policy; and

(B) An opinion of the recipient's
attorney that the interest for which the
exception is sought would not violate
State or local law , or if the subrecipient
is a private nonprofit organization, the
exception would not violate the
organization's internal policies.
(ii) Factors to be considered far

exceptions. In determining whether to
grant a requested exception after the
recipient has satisfactorily met the
threshold requirements under paragraph
(c)(3)(i) of this section, HUD must
conclude that the exception will serve
to further the purposes of the
Continuum of Care program and the
effective and efficient administration of
the recipient's or subrecipient's project,
taking into account the cumulative
effect of the following factors, as
applicable:
(A)Whether the exception would

provide a significant cost benefit or an
essential degree of expertise to the
program or project that would otherwise
not be available;
(B)Whether an opportunity was

provided for open competitive bidding
or negotiation;
(C)Whether the affected person has

withdrawn from his or her functions,
responsibilities, or the decision-making
process with respect to the specific
activity in question;
(D)Whether the interest or benefit

was present before the affected person
was in the position described in
pll!'ilgraph (c)(l) of this section;
(E)Whether undue hardship will

result to the recipient, the subrecipient,
or the person affected, when weighed
against the public interest served by
avoiding the prohibited conflict;
(F)Whether the person affected is a

member of a group or class of persons
intended to be the beneficiaries of the
assisted activity, and the exception will
permit such person to receive generally

the same interests or benefits as are
being made available or provided to the
grouf or class; and .
(G Any other relevant considerations.

§578.97 Program Income.
(a)Defined. Program income is the

income received by the recipient or
subrecipient directly generated by a
grant-supported activity.
(b) Use. Program income earned

during the grant term shall be retained
by the recipient. and added to funds
committed to the project by HUD and
the recipient, used for eligible activities
in accordance with the requirements of
this part. Costs incident to the
generation of program income may be
deducted from gross income to calculate
program income, provided that the costs
have not been charged to grant funds.

(c) Rent and occupancy chcm:es.
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 60 as noted 10 §578.31.

(b) Section 6002 of the Solid Waste
Disposal Act. State agencies and
agencies of a political subdivision of a
state that are using assistance under this
part for procurement, and any person
contracting with such an agency with
respect to work performed under an
assisted contract, must comply with the
requirements of Section 6003 of the
Solid Waste Disposal Act, as amended
by the Resource Conservation and
Recovery Act. In accordance with
Section 6002, these agencies and
persons must:
(1) Procure items designated in

guidelines of the Environmental
Protection Agency (EPA) at 40 CFRpart
247 that contain the highest percentage
of recovered 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 EPA guidelines.

(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, subrecipient awards, or
vendor awards in the Federal
Government Web site www.fsrs.gov or
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 Barrier Resources Act
of 1982 (16 U.S.C. 3501 et seq.) may
apply to proposals under this part,
depending on the assistance requested.

(e) Applicilbility of OMB Circulars.
The requirements of 24 CFRpart 85-
Administrative Requirements for Grants
and Cooperative Agreements to State,
Local, and Federally Recognized Indian
Tribal Governments and 2 CFRpart
225--Cost Principles for State, Local
and Indian Tribal Governments (OMB
Circular A-87)-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 220--C0st Principles for
Education Institutions apply to the
nonprofit recipients and subrecipients,
except where inconsistent with the
provisions of the McKinney-Vento Act
or this part.
(f)Lead-based paint. The Lead-Based

Paint Poisoning Prevention Act (42
U.S.C.4821-4846). the Residential
Lead-Based Paint Hazard Reduction Act
of 1992 (42 U.S.C. 4851-4856), and
implementing regulations at 24 CFRpart
35. subparts A, B. H. J. K,M. and R
apply to activities under this program.

19) Audit. Recipients and
subrecipients must comply with the
audit requirements of OMBCircular A-
133, "Audits of States. Local
Governments, and Non-profit
Organizations. II

(b)Davis-Bacon Act. The provisions
of the Davis-Bacon Act do not apply to
this program.

(i) Section 3of 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

§ 578.101 Technical uslstance.
(a)Purpose. The purpose of

Continuum of Care technical assistance
is to increase the effectiveness with
which Continuums of Care, eligible
applicants, recipients, subrecipients.
and UFAs implement and administer
their Continuum of Care planning
process; improve their capacity to
prepare applications; prevent the
separation of families in projects funded
under the Emergency Solutions Grants.
Continuum of Care, and Rural Housing
Stability Assistance programs; and
adopt and provide best practices in
housing and services for persons
experiencing homelessness.
(b)Defined. Technical assistance

means the transfer of skills and
knowledge to entities that may need. but
do not possess, such skills and
knowledge. The assistance may include.
but is not limited to. written
information such as papers, manuals,
guides. and brochures; person-to-person
exchanges; web-based curriculums,
training and Webinars. and their costs.
(c) Set-aside. 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. HUDmay enter into
contracts, grants. or cooperative
agreements, when necessary, to
implement the technical assistance.
HUn may also enter into agreements
with other federal agencies for awarding
the technical assistance funds.
§578.103 Recordkeeplng requirements.
(a) In general. The recipient and its

subrecipients must establish and
maintain standard operating procedures
for ensuring that Continuum of Care
program funds are used in accordance
with the requirements of this part and
must establish and maintain sufficient
records to enable HUD to determine
whether the recipient and its
subrecipients are meeting the
requirements of this part, including:

(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);
lii) 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
Cbarter 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 bas

prepared the application for funds as set
forth in §678.9, including the
designation of the eligible applicant to
be the collaborative applicant.

(2) Unified funding agency records.
UFAs that requested grant amendments
from HUD, as set forth in §578.105.
must keep evidence that the grant
amendment was approved by the
Continuum. This evidence may include
minutes of meetings at which the grant
amendment W88 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
bomelessness" status of eacb individual
or family who receives Continuum of
Care homelessness prevention
assistance. Acceptable evidence is
found in 24 CFR 576.500(c).

(5) Records of reasonable belief of
imminent threat of harm. For each
program participant who moved to a
different Continuum of Care due to
imminent threat of further domestic
violence. dating violence. sexual
assault, or stalking under §578.51(c)(3),
each recipient or subrecipient of
assistance under this part must retain:
(i) Documentation of the original

incidence of 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 subrecipient
must keep the following documentation
of annual income:
(i) Income evaluation form specified

by BUD 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
evaluation;
(iii) To the extent that source

documents are unobtainable, a written
statement by the relevant third party
(e.g., employer, government benefits
administrator) or the written
certification by the recipient's or
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
(tv) To the extent that source

documents and third-party verification
are unobtainable, the written
certification by the program participant
of the amount of income that the
program participant is reasonably
expected to receive over the 3-month
period following the evaluation.

(7) Program participant records. In
addition to evidence of "homeless"
status or "at-risk-of-homelessness"
status, as applicable, the recipient or

subrecipient must keep records for each
proSJ:am participant that document:

(iJ The services and assistance
provided to that program participant,
including evidence that the recipient or
subrecipient has conducted an annual
assessment of services for those program
participants that remain in the program
for more than a year and adjusted the
service package accordingly, and
including case management services as
provided in §578.37(a)(1)(ii)(F); and
(ii) Where applicable, compliance

with the termination of assistance
requirement in §678.91.

(8) Housing standards. The recipient
or subrecipient must retain
documentation of compliance with the
housing standards in §578.75(b),
including inspection reports.

(9) Services provided. The recipient or
subrecipient must document the types
of supportive services provided under
the recipient's program and the amounts

. spent on those services. The recipient or
subrecipient must keep record that these
records were reviewed at least annually
and that the service package offered to
program participants was adjusted as
necessary.

(10) Match. The recipient must keep
records of the source and use of
contributions made to satisfy the match
requirement in §578.73. 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 musl be
supported by the same methods that the
organization uses to support the
allocation of regular personnel costs.

(11) Conflicts of interest. The
recipient and itssubrecipients must
keep records to show compliance with
the orgariizational conflict-of-interest
requirements in §578.95(c), the
Continuum of Care board conflict-of-
interest requirements in §578.95(b), the
other conflict requirements in
§578.95(d), a copy of the personal
eonfllct-of-interest policy developed
and implemented to comply with the
requirements in §578.95, and records
supporting exceptions to the personal
conflict-of-interest prohibitions.

(12) Homeless participation. The
recipient or subrecipient must
document its compliance with the
homeless participation requirements
under §578.75(g).

(13) Faith-based activities. The
recipient and its subrecipients must
document their compliance with the
faith-based activities requirements
under § 578.87(b).

(14) Affirmatively'Furthering Fair
Housing. Recipients and subrecipients

must maintain copies of their marketing,
outreach, and other materials used to
inform eligible persons of the program
to document compliance with the
requirements in § 578.93(c).

(15) Other federal requirements. The
recipient and its subrecipients must
document their compliance with the
federal requirements in §578.99, as
applicable. .

(16) Subrecipients and contractors. (i)
The recipient must retain copies of all
solicitations of and agreements with
subrecipients, records of all payment
requests by and dates of payments made
to subrecipients, and documentation of
all monitoring and sanctions of
subrecipients, as applicable.
(il) The recipient must retain

documentation of monitoring
subrecipients, including any monitoring
findings. and corrective actions required.
(iii) The 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 ffiID.
(6) 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 Quoe funds will not be
made public, except with written
authorization of the person responsible
for the operation of the project; and
(3) The address or location of any

housing of a program participant will
not be made public, except as provided
under a preexisting privacy policy of the
recipient or subrecipient and consistent
with State and local laws regarding
privacy and obligations of
confidentiality;
(c) Period of recordretention. All

records pertaining to Continuum of Care
funds must be retained for the greater of
5 years or the period specified below.
Copies made by microfilming,
photocopying, or similar methods may
be substituted for the original records.
(1) Documentation of each program

participant's qualification as a family or
individual at risk of homelessness or as
a homeless family or individual and
other program participant records must
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be retained for 5 years after the
expenditure of all funds from the grant
under which the program participant
was served; and
(2)Where Continuum of Care funds

are used for the acquisition, new
construction, or rehabilitation of a
project site, records must be retained
until 15 years after the date that the
project site is first occupied, or used, by
program participants.

(d) Access to records. (1) Federal
Government rights. Notwithstanding the
confidentiality procedures established
under paragraph (b) of this section,
HUD, the HUDOffice of the Inspector
General, and the Comptroller General of
the United States, or any of their
authorized representatives, must have
the right of access to all books,
documents, papers, or other records of
the recipient and its subrecipients that
are pertinent to the Continuum of Care
grant, in order to make audits.
examinations. excerpts. and transcripts.
These rights of access are not limited to
the required retention period, but last as
long as the records are retained.

(2)Public rights. The recipient must
provide citizens. public agencies, and
other interested parties with reasonable
access to records regarding any uses of
Continuum of Care funds the recipient
received during the preceding 5 years.
consistent with State and local laws
regarding privacy and obligations of
confidentiality and confidentiality
requirements in this part.
(e)Reports. In addition to the

reporting requirements in 24 CFRparts
84 and 85. the recipient must collect
and report data on its use of Continuum
of Care funds in an Annual Performance
Report (APR),as well as in any
additional reports as and when required
by HUD.Projects receiving grant funds
only for acquisition. rehabilitation. or
new construction must submit APRs for
15 years from the date of initial
occupancy or the date of initial service
provision. unless HUD provides an
exception under §578.81(e).
§578.105 Grant and project change ••

(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 ContinuUIns 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 Sanctions.
(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) If HUD 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. HUD may change the
method of payment to require the
recipient to submit documentation
before payment and obtain RUD'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) lfthe 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, inclu~:

(1) Preparing and following a schedule
of actions for carrying out activities and
projects affected by the noncompliance.
including schedules, timetables. and
milestones necessary to implement the
affected activities and projects;
(ll) Establishing and Tollowing a

management plan thalassigns
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

paYJ?lentto a reimbursement basis.
(3)HUDmay suspend payments to

the extent HUD determines necessary to
precludo the further expenditure of
funds for affected activities or projects.
(4) HUDmay continue the grant with

a substitute recipient oflfiJD'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) lfiJD may 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 subreclpient
agreement, the recipient must take one
of the actions listed in paragraphs (a)
and (b) of this section.
(d)Deobligation. HUDmay deobligate

funds for the following reasons:
(1) If the timeliness standards in

§578.85 are not met;
(2) If HUD determines that delays

completing construction activities for a
project will mean that the funds for

other funded activities cannot
reasonably be expected to be expended
for eligible costs during the remaining
term of the grant;
(3) If the actual total cost of

acquisition, rehabilitation, or new
construction for a project is less than the
total cost agreed to in the grant
agreement;
(4) If the actual annual leasing costs,

operating costs, supportive services
costs, rental assistance costs, or HMIS
costs are less than the total cost agreed
to in the grant agreement for a one-year
period;
(5) Program participants have not

moved into units within 3 months of the
time that the units are available for
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 geneml. 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 lfiJD no later
than 90 days from the date of the end
of the project's grant term.
(c) Closeout agreement. Any

obligations remaining as of the date of
the closeout must be covered by the
terms of a closeout agreement. The
agreement will be prepared by HUD in
consultation with the recipient. The
agreement must identify the grant being
closed out, and include provisions with
respect to the following:

(1) Identification of any closeout costs
or contingent liabilities subject to
payment with Continuum of Care
program funds after the closeout
agreement is signed;
(2) Identification of any unused grant

funds to be deobligated by HUD;
(3) Identification of any program

income on deposit in financial
institutions at the time the closeout
agreement is signed;
(4) Description of the recipient's

responsibility after closeout for:
(i) Compliance with all program

requirements in using program income
on deposit at the time the closeout
agreement is signed and in using any
other remaining Continuum of Care
program funds available for closeout
costs and contingent liabilities;
(ii) Use of real property assisted with

Continuum of Care program funds in
accordance with the terms of
commitment and principles;
(iii) Use of personal property

purchased with Continuum of Care
program funds; and
(iv) Compliance with requirements

governing program income received
subsequent to grant closeout.
(5) Other provisions appropriate to

any special circumstances of the grant
closeout, in modification of or in
addition to the obligations In paragraphs
(c)(1) through (4) ofthis section.
Dated: Juno 28, 2012.

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

Subpart A-Acronyms and
Definitions

Sec.
200.0 Acron.yms.
200.1 Definitions.
200.2 AOQuisitioncost.
200.8 Advance payment.
200.• Allocation.
200.6 AudJt finding.
200.6 AudJtee.
200.7 Auditor.
200.8 Budget.
200.9 Central service cost allocation plAn.
200.10 Catalog of Federal Domestre A811lsL-

anee (CFDA) number.
200.11 CFDAprogra,m title.
200.12 Capital &Ssets.
2OO.J3Capital expenditures.
200.14 ClaJ.m.
200.15 Cla8s of Federa.l awards.
200.16 Closeout.
200.17 ClWlter of progt'lUJUl.
200.18 COlfllizantagency for audit.
200.19 Cognizant agency for Indirect costs.
2OOJlOComputing devioes.
200.21 Compl1a.nce8upplement.
200..22Contract.
200.23 Contractor.
200.24 Cooperative agreement.
200.25 Cooperative audit resolution.
200.26 Corrective action.
200.27 Coet allocation plAn.
200.28 Coot objeotive.
200.29 Coet llbar1ng or matching.
200.30 Crose-cuttlng au41t lindlng.
200.31 [Reserved)
200.32 Data UnIversal Numbering Systsm

(DUNS)number.
200.83 EqUipment.
200.84 Expenditures.
200.35 Federal agency.
200.36 Federal Audit C1ea.rtnghouse (FAC).
200.37 Federal awarding agency.
200.88 Federal awa.rd.
200.39 Federal award dats.
200.40 Federal f1na.ncl&lll.85istance.
200.41 Federa.llnterest.
200.42 Federal program.
200.43 Federal share.
200.44 Final coot objective.
200.45 Fixed amount awards.
200.46 Foreign public enti ty.
200.47 Foreign ol'l!1lnization.

200.48 General purpose equipment.
200.49 Generally Accepted Accounting PrIn-

Ciples (GAAP).
200.50 Generlllly Accepted Government Au-

41t1ngStaDdards (GAGAS).
200.51 Gra.nt agreement.
200.52 Hoepltal.
200.63 Improper payment.
200.54 IndlBJI tribe (or "federally recognIzed

IndJan tribe").
200.55 Institutions of Higher Education

(]HEe).
200.56 Indirect (facilities &: &.dm1niBtratlve

(F&:A»costs.
200.57 Indirect cost rate proposal.
200.68 Information technology systems.
200.59 Intangible property.
200.60 Intermediate cost objective.
200.61 Internal contrcle.
200.62 Internal control over compltanoe re-

Quirements for Federal awards.
200.83 Loan.
200.84 Local government.
200.65 Major JIl'Onam.
200.68 Management decision.
200.6'7 Micro-purchase.
200.68 ModUled Total Direct Cost (MTDC).
200.69 Non-Federal entity.
200.70 Nonprofit orga.n.tzation.
200.71 Obligations.
200.72 Office of M~ment and Budget
. (OMB).
200.73 Overe1ght agency for audit.
200.74 Pll88-through entity.
2OO.7liParticiPBJIt support costs.
200.76 Performa.nce gu&l.
200.77 Pertod of performance.
200.78 PeJ'II()nalproperty.
200.'79 Personally Ident11'1able Information

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

formation (Protected pn).
200.83 Project, cost.
200.84 Queetioned cost.
200.65 Real property.
200.86 Rec1pient.
200.87 Research and Development (R&D).
200.88 Simplified acquieit10n thre6hold.
200.89 Special purpoee equipment.
200.110State.
200.91 Student Fina.nci&lAid (BFA).
200.92 Subaward.
200.93 Subreclplent.
200.94 Supplies.
200.95 Termination.
200.96 Third-party in-kind contributions.
200.97 Unliquidated obligations.
200.98 Unobltgated balance.
200.99 Voluntary committed cost BhariDg.
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Subpart 8-General Prov\$lON

200.100 Purpose.
200.101 Appllca.b1l1ty.
200.102 Exceptions.
200.103 Authorltles.
200.104 Superaeaa1on.
200.105 Effect on other iMua.nces.
200.106 Agency 1mplementation.
200.107 OMBresponsibilitles.
200.108 Inqnlrles.
200.109 Review date.
200.110 Effectlvelappllca.b111ty date.
200.111 Engl1ab lanS'UA¥e.
200.112 Con1l1ctof interest.
200.113 Ma.ndatory di8cloSur8S.

Subpart C~r.Federal AWOId Require·
ments and Contenta of Federal Awards

200.200 Purpose.
200.201 Use of grant agreements (Including

flIed amount awa.rds). cooperatlve a.gree-
ments. a.ndcontreeta.

200.202 Requirement to provide public no-
tlce of Federal flna.ncia.l llBs1sta.ncepro-
grams.

200.203 Notloes of funding opportUJl1tles.
200.204 Federal AWarding a.gency review of

merit of proposa.ls.
200.205 Federal awarding a.gency review or

riIlk posed by applloa.nts.
200.206 Sta.ndard appllcation requirements.
200.207 Specific conditlons.
200.208 Certiflcatlons a.ndrepresentations.
200.209 Pre-a.ward costs.
200.210 Informatlon contained in a Federa.J

Award.
200.211 Publlo 8.CC88Ilto Federa.l a.wardmror-

ma.tion.
200.212 SuspeIl810nand deba.rment.

Subpart D--Po$f Federal Award
Requirement.

STANDARDS FOR FINANCIAL AND PROGRAM
MANAGEMENT

200.300 Statutory and nAtional policy re-
quirements.

200.801 Performance mea.surement.
200.302 Fina.ncial management.
200.303 Internal controls.
200.304 Bonds.
200.806 Payment.
200.306 OolStah&rlng or match1ng.
200.80'1 Program income.
200.308 Revision of budget a.nd program

pla.ns.
200.309 Period of performa.nce.

PROPERTY STANDARDS

200.310 Insurance coverage.
200.311 Real property.
200.312 Federally-owned and exempt pro~

erty.
200.318 Equipment.

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

200.314 Supplies.
200.315 Intangible property.
200.316 Property trust relationship.

PROOUJl.DIDIT STANDARDS

200.31' Procurements by states.
200.318 General procurement sta.nda.rds.
200.319 Competition.
200.320 Methods of procurement to be fol-

lowed.
2OO.ll2l Contracting With sma.l1and minority

bUSlnes88S.WOmeJl'. bua1ne1l6enterprises,
and la.bor surplus area 1lrms.

200.322 Procurement of recovered materials.
200.323 Contract cost and price.
200.324 Federal awarding 88"ency or pus-

througb entity review.
2OO.S25 Bonding requirements.
200.326 Contract prov1Jlions.

PERFoR14ANOl! AND FINANOIAL MONITORING
ARIl REPoRTING

2OO.S2'I Financial reporting.
2OO.S2B Monitoring and reporting program

performance.
200.829 Reporting on real property.

SUBllBCIPIENT MONITORING AND MANAGEMKNT

200.380 Subrecipient and contractor deter-
minations.

200.331 Requirements for pa.86-througb enti-
tles.

200.332 F1Ied amount Bubawards.

REOORD RETENTION AND AcCllSS

200.333 Retention requirements for records.
200.334 Requests for tra.nBfer of records.
200.335 Methods for oollection. tra.nsmisslon

and stora.ge of Information.
200.336 Access to records.
2OO.33'l Restrictions on public aoc88ll to

records.

RBMEDIES FOR NONCOMPLlANOl!

200.338 Remedies for noncompliance.
200.339 Termination.
200.840 Notification of termina.tlon require-

ment.
200.341 Opportunltles to object. hearings

and appeals.
200.342 Effects of suspension and termi-

na.tion.

CLoSEOUT

200.343 Closeout.

POST-CLOSEOUT ADJUSTMIlN'I'S AND
CO!.'TINUING RESPONSIBILlTIBS

200.344 Poet-closeout a.djustments and con-
tinuing responsiblUtlee.

COLLECTION OJ' AMOUNTS DuE

200.845 Collection of amounts due.
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Subpart E--cost Principles

GENERAL PiWVIl!JONS

200.400 Policy guide.
200.401 Appl1cation.

BASIC CONSIDERATIONS

llOO.402 CompoB1t1onof costa.
llOO.403 Factors affecting allowa.b1llty of

costs.
200.404 Reasonable OOlIte.
300.405 Allocable C08te.
300.406 Applicable credits.
300.40'1 Prior written a.pproval (prior ap-

proval).
300.408 Lim1tation on allowa.noo of coste.
200.409 Special coIlllidera.tiOIlB.
200.410 Collection of l1IIlLll.owa.blecosts.
300.411 Adjustment of previously negotiated

indirect (F&A) cost rates containing un-
allowa.ble costs.

DIRECT AND lI>'DIRECT (F&A) C08Tl!
200.412 ClB.88i11cationof costs.
300.413 Direct oosts.
200AH Indirect (F&.A)costs.
200.415 Required certifications.

SPECIAL CONSIDERATIONS FOR STATES, LOCAL
GoVEKNKENTS AND J)m1AN TB.!BEs

200.416 COst allocation plans and indirect
cost proposale.

300.417 InteragBDCYservice.

SPECIAL CONSIDERATIONS 11'0& lNSTlTUTIONIl OF
HIGB&& EDUCATION

200.418 Costs iDcurred by states and local
governments.

2OO.4111 Cost acCOllIlting standards and di.&-
closllI'fl Ilta.tement.

GENKRAL PROVISIONS FOR SBLIlCTIID ITBMs OF
CoST

200.420 CODBlderatlons for selected iteIDB of
cost.

200.421 Advertl81ng and public relations.
200.422 Advisory councils.
300.423 Alcoholic beverages.
300.424 Alumnl!a.e actlvlt1es.
300.425 Audit servioes.
llOO.~ Bad debte.
200.42'1 Bonding costs.
200.428 CollectiOIls of improper payments.
200.4211 Commencement a.nd convocat1on

c08t8.
200.430 Compensation-personal services.
300.0131 CompenlUl.t1on-frinKe benefits.
200.432 Conferenoes.
200.433 Contingency provisioIUl.
200.484 Contrtbut101l8 and donattons,
200.485 Defense and prosecution of crim1na1

a.nd clvU proceedingB, claiIDB. appeals
and patent intrtngements.

200.436 Depreciation.
200.43'1 Employee health and welfare costs.

Pt. 200

200.438 Entertainment costs.
200.439 Equipment and other capital expend·

itures.
200.440 Exchange rates.
200.441 Fines, penalties, dama.ges a.nd other

settlements.
200.442 Fund ra161ng and investment man-

agement costs.
200.448 Ga.1nsand 1000000son disposition of de-

preciable &IlIIete.
200.444 Gener&! costs of government.
200.445 Goods or services for ]llll'BOnalUBe.
200.446 Idle fac1Ut.1eea.nd idle capaoity.
200.44~ Insurance and indemnification.
200.448 lnteliectual property.
200.449 Interest.
200.460 Lobbying.
llOO.451 Loaaell on other awards or contra.cts.
200.452 Maintenance and repair costs.
200.453 Materials and euppl1ss OOIIts.includ·

ing costs of computing devices.
200.454 Memberships, aubllcriptione. a.nd pro-

feeB10nalactivity costs.
200.455 Ol'll'&Ilizationcosta.
200.456 Participant 8Upport costs.
2OO.i67 Plant a.nd security COBte.
300.~ Pre-award OOII~.
200.469 ProfeBB1onalaerv:1cecosts.
200.460 Propoeal costs.
200.481 Publication and printing coete.
200.482 Rearrangement and reconversion

costs.
200.463 Recruiting coste.
llOO.464 RelocatlOI1 ooste of employees.
200.465 Rental costs of real property and

equipment.
200.466 Scholarships and stndent aid costs.
200.46'7 Salling and marketing ocets.
200.488 Spec1a.l1zedaarvioB !ac1llt1es.
200.469 Student act1vity ooets.
200.470 Taxes (including Value Added Tax).
llOO.4~l Termination OOIIts.
200.4~2 Tra.1n1ngand educat10n coete.
llOO.473 Tranllporta.t1on costs.
200.4'14 Travel costs.
200.476 Trustees.

Subpart F-Aucit Requirements

GENERAL

200.500 Purpose.

AUDITS

200.601 Audit requirements.
200.602 Basis for detenniDing Federal

awards expended.
200.503 Relatlon to other audit require.

ments.
200.604 Frequency of andits.
200.506 Sa.nctlons.
200.506 Audit costa.
200.507 Program·specific audits.

AUDITEES

200.608 Auditee reeponslblllti811.
200.509 Audl tor selection.
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§200.0

200.510 Flnanc1&! etatement8.
2OO.511 Audit 1iIId1ngI! follow-up.
200.612 Report aubmtseton.

FEDERAL AGENOIEll

200.513 Responsibilities.

AUDITORS

200.614 Scope of audit.
200.515 Audit reporting.
200.616 Auc11tQndings.
200.517 Auc11tdocumentation.
200.618 Major program determination.
200.519 Crit.er!.a for Federal program risk.
200.620 Criteria for a low-risk &I1c11tee.

MANAGEMENTDEClSIONS

200.521 Management decision.
APPENDIX I TO PART 2OG-FtlLL TEXT OF No-

TICE OF FUNDING OPPORTllNlTY
APPENDIX n TO PART 2OO--OONTRACTPROVI-

SIONS FOR NON-FEDllRAL Et-.'TrI'Y CON-
TllACTS UNDER FEDJl\RALAw.ARDS

APPENDIX m TO PART 2OG-INDIREl1l' (F&A)
COSTS IDENTIFIOATION AND ASSIGNMENT,
AND RATB DETERJ4lNATION FOR IN8TlTU-
TIONS OF HIGHER EDUOATION(IHBS)

APPENDIX IV TO PART 2OG-INDIRECT (F&A)
COSTB IDENTIFICATION AND ABSIGNMENT,
ANDRATIlIDETBRMINATIONFOR NONPROFIT
ORGANIZATIONS

APPENDIX V TO PART 2OG- STATBiLOCALGoV-
ERNKENTWIDECD."TRAL SERVICE COST AL-
LOCATIONPLANS

APPKNDIX VI TO PART 200--PUBLIC AssIST-
ANCECOST ALLocATION PLANs

APPENDIX vn TO PART 22G-STATES AND
LocAL GoVERNMENT AND INDlAJI TR.IBB IN-
DlRl!lCTCloST PROP0&AL8

APPENDIX vm TO PART 200-NONPROFlT OR-
GANIUTIONS EXIWPTED FRoN SUBPART
E-CosTPR.INaIPLES OF PART 200

APPENDIX IX TO PART 2OhHOSl'lTAL OOBT
PRINCIPLES

APPENDIX X TO PART 200-DATA COLLBCTION
FOIU4 (FORM SF-BAC)

APPENDIX XI TO PART 2OO--OOYl'LlANCE St-p-
PLEMENT

AUTHORITY:31 U.S.C. Ii03

SOURCE: 78 FR 78608. Dec. 26. 2013. unless
otberw1Se noted.

Subpart A-Acronyms and
DefinHions
ACROl'.'YMS

§200.0 Acronyms.

ACRONYM TERM

CAS Cost Accounting Standards
eFDA Catalog of Federal Domestic
Assistance

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

CFR Code of Federal RegulatiOns
CMIA Cash Management Improve-
ment Act

COG Councils OfGovenunents
COSO Committee of Sponsoring Orga-
nisatione of the Treadway Commis-
sion

EPA Environmental Protection Agen
cy

ERISA Employee Retirement Income
Security Act 01 1974(29U.S.C. 1301-
1461)

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

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

FAR Federal Acquisjtion Regulation
FFATA Federal Funding Account-
ab1l1ty and Transparency Act of 2006
or Transparency Act-Public Law
109-282,&B amended by section 6202(a)
01 Public Law 110-252(31U.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 Principles

GAGAS Generally Accepted Govern-
ment Auditing Standards

GAO Government Accountability Of-
flce

GOCO Government owned, contractor
operated

GSA General Services Adm1nistration
IBS Institutional Base Salary
!HE Institutions 01Higher Eduoation
me Internal Revenue Code
ISDEAA Indian Sell-Determination
and Education and .Assistance Act

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

PI! Personally Identifiable Informa-
tion

PMS Payment Management System
PRHP Post-retirement Health Pla.ns
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 Bingle Point of Contact
TANF Temporary Assistance for
Needy Famil1es

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

§100,1 Definitions.
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 pa.rticular programs or activi-
ties. These definitions could be supple-
mented by additional instructional in-
formation provided in governmentwide
standard information collections.

§200.2 Acquiaition cost.
Acquisition cost means the cost of the

asset inoluding the cost to rea.dy the
a.sset for its intended use. Acquisition
cost for equipment, for example, means
the net invoioe price of the equipment,
including the cost of any modifica-
tions, attachments, accessories, or aux-
iliary appa.ra.tns necessary to mlLke 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). Anc11lary charges. such as
taxes. duty. proteotive in transit insur-
ance, fi"eight. and installation may be
inoluded in or excluded tram the acqui-
sition cost in accordance with the non-
Federal entity's regular accounting
practioos.

1200.3 Advance payment.
Advance payment means a payment

that a Federal awarding agency or
paB5-through entity makes by a.ny ap-
propriate payment mechanism, includ-
ing a predetermined payment schedule.
before the non-Federal entity disburses
the funds for program purposes.

§200.4 Allocation.
Allocation means the process of as-

signing a cost, or a group of costs, to
one or more cost objective(s), in rea-
sonable proportion to the benefit pro-

§2OO.9

vided or other equitable relationship.
The prooess may entail ass1gn.1nga
cost(s) directly to a final cost objective
or through one or more intermediate
cost objectives.

§200,6 Audit fiDdiDe.
Audit finding means deficiencies

which the auditor is required by
1200.516 Audit findings, paragraph (a)
to report in the schedule of findings
and questioned costs.

§200.6 Auditee.
Auditee means any non-Federal enti-

ty tha.t expends Federal awards which
must be audited under Subpart F-
Audit Requirements of this part.

t 200.7 Auditor.
Auditor means an auditor who 1s a

public accountant or a Federal, state,
local government, or Indian tribe audit
organization, which meets the general
standards specified for extema.l a.udi-
tors in generally accepted government
auditing standards (GAGAS).The term
auditor does not include internal audi-
tors of nonprofit organizatiOns.
[79 FR 7li8BO, Dec. 19, 2014]

1200.8 Budget.
Budget means the financial plan for

the project or program that the Fed-
eral awarding agenoy or pass-through
entity approves during the Federal
award process 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 aerrice con 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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1200.10 Catalog of Federal Domestic
Atlllilltanee (CFDA> number.

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

§200.11 CFDA pl'OfI'BDl title.
CFDA pTOgTamtitle means the title of

the program under which the Federal
award wa.sfunded in the CFDA.

§200.12 Capital __ &8.

Capital assets means tangible or in-
tangible aseeta ueed in operations hav-
Ing a useful life of more than one year
which are capitalized in accordance
with GAAP. Capital a.ssets include:
(a) Land, bulldings (facilities), eQuiJr

ment, and intellectual property (in-
cluding software) whether acquired by
purchase, construction, manufacture,
lease-purcha.se, exchange, or through
capital leases; and
(b) Additions, improvements, modi-

fications, replacements, rearrange-
ments, reinstalla.tions, 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 expenditures.
Capital ezpenditure8 means expendi-

tures to scauire capital asseta or ex-
penditures to ma.ke additions, improve-
ments, modifications, replacements,
rearrangements, reinstallations, ren-
ovations, or a.lterations to capital as-
seta 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 awa.rd; or
(3)Other relief arising under or relat-

ing to a Federal a.ward.
(b) A request for payment that is not

in dispute when submitted.

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

1200.16 CIII8fI of Federal award8.
Class of Federal awaTlts means a.group

of Federal awards either awarded under
a specific progra.m or group of pro-
grams or to a specifiC type of non-Fed-
eral entity or group of non-Federa.l en-
tities to which specifiC provisions or
exceptions may apply.

§200.16 Closeout.
Closeout means the process by which

the Federal awarding agency or pass-
through entity determines that all a.p-
pUcable a.dm1nistra.tive actions and all
required work of the Federal awa.rd
have been completed and takes actions
as described in §200.843 Closeout.

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

of closely related programs that share
common compliance requirements. The
types of clusters of programs are re-
searoh and development (R&D),student
flnancial aid (BFA), and other clusters.
"Other clusters" are as defined by OMB
1n the compl1ance supplement or as
designa.ted 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 Federa.l awards included in the
cluster and advise the subrecip1ents of
oompl1anoe requirements appl10able to
the cluster. consistent with 1200.381
Requirements for pass-through enti-
ties, paragraph (a). A cluster of pro-
grams must be considered a.8one pro-
gram for determining major programs,
as described in §200.51B Major program
determina.tion, and, with the exception
of R&D as described in 1200.501 Audit
requirements, paragraph (c), whether a
program-speoific audit may be elected.

§200.18 Cognizant agency for audit.
Cognizant agenc]l tOT audit means the

Federa.l agency designated to carry out
the responaibili ties described in
§200.513 Responsibilities, paragraph (a).
The cognizant agency for audit is not
necessarlly ·the same as the cognizant
agency for indirect costs. A list of cog-
meant agencies for audit may be found
at the FACWeb site.
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t 200.19 C~ant agency for indirect
costa.

Cognizant agency for ind1rect costs
means the Federal agency responsible
furre~e~.n~o~a~.andap~o~
ing cost allocation plans or indirect
cost proposals developed under this
part; on behalf of all Federal agencies.
The cognizant agency for indirect cost
is not necessarily the same as the cog-
nizant agency for audit. For assign-
ments of cognizant agencies Bee the
following:
(a) For IREs: Appendix m to Part

200-Indlrect (F&A) Coste Identifica-
tion and Assignment, and Rate Deter-
mination for Institutions of Higher
Education (IHEs). paragraph C.11.
(b) For nonprofit organizations: Ap-

pendix IV to Part 200-Indirect (F&A)
Coste Identification and Assignment,
and Rate Determination for Nonproftt,
OrganizatiOns, paragraph C.12.
(c) For state and local governments:

Appendix V to Part 200-StatelLocal
Governmentwlde 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 D.l.
['18FR 78608, Dec. 36, 2013, as amended at 79
FR 75880,Dec. 19, 2014J

§2OO.JOComputing devices.
Computing devices means ma.chines

used to acquire, store, analyze. process,
and publish data and other information
electronically, including accessories
(or "peripherals") for prin~ng, trans-
mitting and receiving, or storing elec-
tronic information. See also t§200.94
Supplies and 200.68Information tech-
nology systems.

§210.21 Compliance supplement.
Compliance supplement means Appen-

dix XI to Part 2OO-Compliance Supple-
ment (previously known '&8 the Cir-
cular A-133Compliance Supplement).

t 200.22 Contract.
Contract means a legal instrument by

which a non-Federal entity purchases
property or services needed to Carry
out the project or program under a.
Federal award. The term as used in
this part does not include a legal in-

§2oo.25

strument, even if the non-Federal enti-
ty considers it a contract. when the
substance or the traIl8&Ctionmeets the
definition of a Federal award or
subaward (see 6200.92Subaward).

§200.23 Contractor.
Contractor means an entity that re-

ceives a contract &8 defined in §200.22
Contract.

f 200.24 Cooperative agreement.
Cooperative agreement means a l~al

instrument or financial asaietanoe be-
tween a Federal awarding agency or
pass-through entity and a non-Federal
entity that, consistent with 31 U.S.C.
6302-6305:
(a) Is used to enter into a relation-

ship the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pa.s5-
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(8»; and not to ac-
quire property or services for the Fed-
eral Government or pass-through enti-
ty'S direct benefit or use;
(b) Is distinguished from a grant in

that it provIdes for substantial involve-
ment between the Federal awarding
agency or pass-through entity and the
non-Federal entity in carrying out the
a.ctivity oontemplated by the Federal
award.
(c) The term does not include:
(1) A cooperative research and devel-

opment agreement as defined in Hi
U.S.C. 3710&;or
(2) An agreement that provides only:
(i) Direct United States Government

cash assistance to an individual;
(ii) A subsidy;
(iii) A loan;
(iv) A loan guarantee; or
(v) Insurance.

§200.25 Cooperative audit resolution.
Cooperative audit resolution means the

use of audit follow-up techniques whioh
promote prompt corrective action by
improving communication, fostering
collaboration. promoting trust, and de-
veloping an understanding between the
Federal agency and the non-Federal en-
tity. This approach is based upon:
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(a) A strong commitment by Federal
agency and non-Federal entity leader-
ship to program integrity;
(b) Federal agencies strengthening

partnerships and working ooopera.-
tively with non-Federal entities and
their auditors; and non-Federal enti-
ties and their auditorB working coop-
eratively with Federal agencies;
(c) A Iocus on current conditions and

corrective action going rorward;
(d) Federal agenoieB offerin&' appro-

priate relier for past noncomplla.nce
when audits Bhow prompt corrective
action has occurred; and
(e) Federal agency leadership Bending

a clear measage that oontinued fa.ilure
to oorrect conditions identified by au-
dits which are likely to cause improper
payments, fraud. waste. or abuse is un-
acceptable a.ndwill result in sanctions.

6200.26 Corrective action.
Corrective action means action taken

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

ments; or
(c) Demonstrates that audit findings

are either invalid or do not W8.ITa.nt
auditee action.

§200.27 Cost allocation plan.
Cost allocation plan means central

servfce cost allocation pla.n or public
assistance cost allooatton pla.n.

§200.28 Coat objective.
Cost objective means a. program, func-

tion, activity, award, orga.n1zational
subdivision. contract, or work unit for
which cost da.ta are desired and for
which provision is made to accumulate
a.nd measure the cost of processes,
products, jobs, capital profects, etc. A
cost objective may be a major function
of the non-Federa.l entity, a particular
service or project, a Federal a.ward, or
a.n indirect (Fac1l1ties & Administra-
tive (F&A» cost activity, as deecribed
In Subpart E-Cost Principles of this
Part. See also §f200.44 Final cost objec-
tive and 200.60 Intermediate cost objec-
tive.

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

portion of project costs not paid by
Federal fundi! (unless otherwise author-

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

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

§200.30 Cro88-cuttmg audit finding.
Cross-cuttfng audit lincllng mea.ns an

aud1t finding where the l!8.IDeunder-
lying condition or issue arrectB Federal
awards of more tha.n one Federal
awarding agency or pass-through enti-
ty.

1200.81 Disallowed costs.
Disallowed costs means those charges

to a Federal award that the Federal
awarding ali'ency or pass-thi'ough 611ti-
ty determines to be unallowable. in ao-
corda.nce with the applicable Federal
statutes, regulatIons, or the terms a.nd
conditions of the Federal award.

§200.32 [Reserved]

§200.33 Equipment.
Equipment means ta.ng1ble personal

property (includlng information tech-
nology systems) ha.ving a userul life of
more tha.n one year and a per-unit ac-
quisition cost which equals or exceeds
the Jeseer of the capitalization level es-
tabl1shed by the non-Federal entity for
fina.nclal 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 Special pur-
pose equipment. a.nd 200.94 Supplies.

§200.34 EqKlDditures.
Expenditures means charges made by

a. non-Federal entity to a project or
program for which a Federal award was
received.
(a) The charges may be reported on a.

cash or accrual basis, as long as the
methodology iB dieclol!6d a.nd is con-
Sistently applied.
(b) For reportB prepared on a cash

basis, expenditureB are the sum of:
(1) Cash diBbursements for direct

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

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

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

ments and payments ma.de to sub-
reotptents.
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(c) For reports prepared on an ac-
cruaJ basis, expenditures are the sum
of:
(1) Ca.sh dlsbursements for direct

charges for 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:

(1) Goods and other property re-
ceived;

(11) Services performed by employees,
contractors, subrectpiente. and other
payees; and
(iii) Programs for which no current

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

§200.315 Federal agency.
Federal agency means an "agency" as

def1ned at 5 U.S.C. 551(1)and further
clarified by 5 U.S.C. 552(D.

§200.36 Federal Audit ClearinehoUlie
(PAC).

FAC means the clearinghouse des-
ignated by OMB 88 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 mall1ng
address of the FAC Is Federal Audit
Clearinghouse, Bureau of the Census,
1201E. 10th Street, Jeffersonville, IN
~7132and the web address is: http://har-
cester.census.eae/eac: Any future up-
dates to the location of the FAC may
be found at the OMBWeb site.

1200.37 Federal awarding ageDcy.
Federal awarding agency means the

Federal agency that provides a Federal
Bowarddirectly to a non-Federal entity.

§200.38 Federal award.
Federal award has the meaning, de-

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

§200.40

(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, all described in §200.101
Appl1cabiUty.
(b) The instrument setting forth the

terms and condit1ons. The instrument
11; the grant agreement, cooperative
agreement, other agreement for assist-
ance covered in paragraph (b) of §200.40
Federal financial assistance. or the
cost-reimbursement contract a.warded
under the Federal Acquisition Regula-
tions.
(c) Federal award does not include

other contracts that a Federal agency
uses to buy goods or services from a
contractor or a contract to operate
Federal Government owned. contractor
operated fac1lities (GOCOs).
(d) Sea also definitions of Federa.l fi-

nancial assistance, grant agreement,
and cooperative agreement.

§100.89 Federal award elate.
Federal award date means the date

when the Federal award 18 signed by
the a.uthorized official of the Federal
awarding agency.

§100.40 Federal fiDaneial BBlri8taDce.
(a) For grants and cooperative agree-

ments, Federal financial cusistance
means assistance that non-Federal en-
tities receive or administer in the Corm
of:
(l) Grants;
(2)Cooperative agreements;
(3) Non-cash contributions or dona.-

tiona of property (including donated
surplus property);
(4)Direct a.ppropriations;
(5)Food commodities; and
(6) Other fmancial assistance (except

assistance listed in paragraph (b) of
this sectton).
(b) For Subpart F-Audit Require-

ments of thiB part, Federal financial as-
sistance 1.180 includes assistance that
non-Federal entities receive or admin-
ister in the form of:
(1)Loa.na;
(2)Loan Guarantees;
(3) Interest subsidies; and
(4) Insurance.
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(c) Federal financial assistance does
not include amounts received as reim-
bursement for services rendered to in-
dividuals as described in 1200.502 Basil!
for determining Federal awards ex-
pended, paragraph (h) and (i) of this
part.

I200.41 Federal interest.
Federal interest means, for purpoaee of

§200.329 Reporting on real property or
when used in connection with the ac-
quisition or improvement of real prop-
erty, equipment, or supplies under a
Federal award, the dollar amount that
Is the product of the:
(a) Federal share of total project

costs; and
(b) Current fair market value of the

property, improvements, or both, to
the extent the costs of acQuiring or im-
proving the property were included as
project costs.

1200.42 Federal program.
Federal program means:
(a) All Federal awa.rdewhich are as-

signed a single number ill 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 def'1n1tion,a cluster of
programs. The types of clusters of pro-
grams are:

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

the definition of Cluster of Programs.
[78 FR 78608, Dec. 26, 2018, 8.S amended at 711
FR 75880,Dec. 19, 20141

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

the total project costs that are paid by
Federal funds,

§200.44 Final cost objective.
Final 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 llnal aocumulation
points, such as a particular award, in-
ternal projeot, or other direct activity
of a non-Federal entity. See also

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

11200.28 Cost objective and 200.60 Inter-
mediate cost objective.

§200.46 FUed amount awards.
Fixed, 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 eDtity and Federal awarding
agency or pass-through entity. Ac-
countab1l1ty is based prima.rily on per-
formance and resulte. See §§200.201 Use
of grant agreements (including fixed
amount awards), cooperative agree-
ments, and contracts, paragraph (b)
and 200.332Fixed amount subawards.

1200.46 Foreign public enuty.

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

governmental entity;
(b) A publ1c international organiza-

tion, which is an organization entitled
to enjoy priv1leges, exemptions, and
immunities as an international organi-
zation under the International Organi-
zations Immu.nit1e6Act (22U.S.C. 288-
288f); .
(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 partia.lly of one or more foreign
governments or foreign governmental
entities.

§200.47 Foreign organization.
FOTeign oTganization means an entity

that is:
(a) A public or private organization

located in a country other than the
United States and its territories that is
subject to the laws of the country in
which it is located, irrespective of the
Citizenship of project staff or place of
performance;
(b) A private nongovernmental orga-

nization located in a country other
than the United States that solicits
and receives cash contrtbutfone from
the general public;
(c) A charitable organization located

in a country other than the United

86

ATTACHMENT ----.!?.----- .. -
PAGE _••.c~----.OF .J~~-. PAGES



OM8 Guidance

States that 18 nonprofit and tax ex-
empt under the laws of its country of
domicile and operat1on, and is 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 ent1ties orga-
nized primarily for religious purposes;
or
(d) An organization located in a

country other than the United States
not recognized as a Foreign Public En-
tity.

[78 FR 78608, Dec. 26, 2013, La amended at 79
FR 76880,Dec. 19, 2014]

I 200.48 General purpose equipment.
General purpose equipment means

equipment which is not llmited to re-
search, medical, scientific or other
technical activities. Examples include
offiae 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.

§200.49 Generally Accepted Account-
ing PriDeiples (GAAP)".

GAAP aae the meaning specified in
accounting standards issued by the
Government Acoounting Standards
Board (GASB) and the Financial Ac-
counting Standards Board (FASB).

§200.50 Generally Accepted Govern·
ment Audi~ SiandardB (GAGAS).

GAGAS, also known ae the Yellow
Book. means generally accepted gov-
ernment auditing standards issued by
the Comptroller General of the United
Sta.tes, which are applicable to finan-
cial audits.
[78 FR 711608. Dec. 26, 2013••••• amended at 79
FR 75880. Dec. 19, 20141

f 200.61 Grant agreem.ent.
Grant agreement means a legal instru-

ment of financial assistance between a
Federal awarding agency or pass-
through entity and a non-Federal enti-
ty that. consistent with 31 U.S.C. 6302,
6304:

§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 Un1ted States
(see 31 U.S.C. 6101(3»;and not to ac-
quire property or services for the Fed-
eral awarding agency or pass-through
entitY'1!direct benefit or use;
(b) Is distinguished from a coopera.-

tive a.greement in that it does not pro-
vide for substantial involvement be-
tween the Federal awarding agency or
pass-through entity and the non-Fed-
aral 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 indiv1dua.l;
(2) A subsidy;
(3) A loan;
(4) A loan guarantee; or
(5) Insurance.

§200.62 Hospital.
Hospital means a fac1l1ty licensed as

a hospital under the law of any state or
a facll1ty operated as a hospital by the
United States, a state, or a subdivision
of a sta.te.

liOO.li3 Improper payment..
(a) Improver payment means any pay-

ment that should not have been made
or that was made in an incorrect
amount (including overpayments and
underpayments) under statutory, con-
tractual, administrative, or other le-
gally applicable requirements; and
(b) Improper vayment includes any

payment to a.n ineligible party, any
payment for an ineligible good or serv-
ice, any duplicate payment, any pay-
ment for a good or service not received
(except for such payments where au-
thorized by law), any payment that
does not account for credit for applica-
ble discounts, and any payment where
insu1!'icient or lack of documentation
prevents a reviewer from discerning
whether a payment was proper.

t 200.64 Indian tribe (or "federally rec-
ognized Indian tribe").

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

or community, including any Alaska
Native village or regional or village
corporation as defined in or establiBhed
pursuant to the Alaska Native Claims
Bettlement Act (48U.S.C. Chapter S3),
which Is recognized as elie1ble for the
special programs. and services provided
by the Unlted States to Indians be-
cause of their status as Indianl! (25
U.S.C. 450b(e». See annua.lly published
Bureau of Indian Affa.1rslist of IndillJl
Entities Recognized IIJIdEligible to Re-
ceive Services.

§200.55 Institutions of Bighm- Edu·
catioD (lHE1I).

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

§200.56 Indirect (facilities 4: adminis·
trative (FIr:A» eo&t8.

Indirect (F&A) costsmeans those costs
incurred for a common or joint purpose
benefitting more than one cost objec-
tive, and not readily a.ssignable to the
cost objectives specifically benefitted,
without effort disproportionate to the
results achieved. To facilitate equi-
table distribution of indirect expenses
to the cost objectives served, It may be
necessary to establiBh a number of
pools of indirect (F&A) costs. Indirect
(F&A) cost poola must be distributed to
benefitted cost objectives on bases that
will produce an equitable result in con-
sideratIon of relative benefits derived.
['18FR 78608,Dec. 26. 2013. &8 amended at 79
FR 76880,Dec. 19. 2O14l

§200.57 Indirect coet rate propow.
Indirect cost rate proposal means the

documentation prepared by a non-Fed-
eral entity to substantia.te Its request
for the establiBhment of an indirect
cost rate as described in Appendix ill
to Part ~Ind1rect (F&A)Costs Iden-
tification and Assignment, and Rate
Determination for Institutions of High-
er Education (IREs) through Appendix
VII to Part ~States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals of this part, and Appendix IX
to Part 200-Hospltal Cost Principles.
[78 FR 78608,Dec. 26, 2013,as amended at 79
FR 75880.Dec. 19, 2O14l

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

§200.58 Information technology sys-
tems.

Information technology SJlstemsmeans
computing devices, ancillary equip-
ment. software, firmware, and similar
procedures, services (including support
services), and rela.ted resources. See
also §1200.2OComputing devices and
200.83Equipment.

§200.69 Intangible property.
Intangible PToperty means property

baving no phyaica.l existence, such as
trademarks, copyrights. patents and
patent appllcations and property. such
8.8 loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
Bhip (whether the property is tangible
or intangible).

§200.60 Intermediate cost objective.
Intermediate cost objective means a

cost objeotive that is used to accumu-
late indirect costs or service center
costs that are subsequently allocated
to one or more indirect cost pools or
final cost objectives. See also 1200.28
Cost objective and §200.44Final cost
objective.

§200.61 Internal controls.
Internal ccmtro/s means a process, im-

plemented by a non-Federa.l entity, de-
signed to provide reasonable assurance
regarding the a.chievement of objec-
tives in the following categories:
(a) Effectiveness and efficiency of op-

erations;
(b) Reliability of reporting for Inter-

nala.ndexternaluse;and
(c) Compliance with applicable laws

and regulations.

§200.82 Internal control over compli·
ance requirements tor Federal
awarda.

Internal control over compliance re-
I]uirements for Federal awards means a
precess implemented by a non-Federal
entity designed to provide reasonable
assurance regarding the achievement
of the following objectives for Federal
awards:
(a) Transactions are properly re-

corded and accounted for, in order to:
(1) Permit the preparation of reliable

financial statements and Federal re-
porte;

88

AIT ACHMENT •....•D...._._...
PAGE ._..~1::._.OF ._._~~~. PAGES



OMBGuidance

(2) M&1ntain accountability over as-
sets; and
(3) Demonstrate compliance with

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

pliance with:
(1) Federal statutes, regulat1ons, and

the terms and conditions of the Federal
award that could have a direct and ma-
terial effect on a Federal program; and
(2) Any other Federal statutes and

regutattons that are identified 1n the
Compliance Supplement; and
(0) Funds, property, and other aesete

are safeguarded aga1nst 108s from un-
authorized use or disposition.

1200.63 Loan.
Loan means a Federal loan or loan

guarantee rece1ved or administered by
a non-Federa.l entity, except as used in
the definition or 1200.80 Program in-
come.
(a) Tbe term "direct loan" means a

disbursement or funds by the Federal
Government to a non-Federal borrower
under a contract that requires the re-
payment of such funds with or without
interest. The term includes the pur-
chase of, or participation in, a loan
made by another lender and imancing
arrangements that defer payment for
more than 90 days, including the sale of
a Federal Government asset on credit
terms. The term does not include the
acquisition of &. federally guaranteed
loan in satiBfaction of default claims or
the price support loans of the Com-
modity Credit Corporation.
(b) The term "direct loan obligation"

means a binding agreement by a Fed-
eral awarding agency to make a direct
loan when specified conditions are ful-
filled by the borrower.
(c) The term "loan guarantee" means

any Federal Government guarantee, in-
surance, or other pledge with respect
to the payment of all or a part of the
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 deposrts, shares,
or other withdrawable accounts 1n fl-
nancialinstitutions.
(d) Tbe 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.

1200.64 Local government.
Local government means any uni t of

government within a state, includ1ng a:
(a) County;
(b) Borough;
(c) Mun1cipality;
(d) City;
(e) Town;
(f) Township;
(g) Parish;
(h) Local pub11cauthority, including

any public housing agency under the
United States HOUSingAct of 1937;
(1) Special district;
(j) Sohool district;
(k) Intrastate district;
(I) Oouncil of governments. whether

or not incorporated as a nonprofit cor-
poration under state law; and
(m) Any other agency or instrumen-

tality of a multi-, regional, or intra-
state or local government.

§200.65 ~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 detennination
or a program identified as a major pro-
gram by a Federal awarding agency or
pe.ss-tbrough entity in accordance with
§200.503 Relation to other audit re-
quirements, paragraph (e).

t 200.68 Managelllent deci..ioD.
Management dectaion means the eval-

uation by the Federal awarding agency
or pass-through entity of the aud1t
findings and corrective action plan and
the issuance of a written decision to
the auditee as to what corrective ac-
tion is necessary.

§200.67 Micro·purcba&e.
Micro-purchase means a purchase of

supplies or services using simplified 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 small purchase
procedures. The non-Federal entity
uses such prooedures in order to expe-
dite the completion of its lowest-dollar
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smaJl purchase transactions and mini-
mize the associated administrative
burden and oost. The micro-purchs.se
threshold is set by the Federal Acquisi-
tion Regu1s.tlon at 48 CFR Subpart 2.1
(Definitions). It is $3,000 except as oth-
erwise disCUS8edill Subpart 2.1 of that
regulation, but this threshold is peri-
odically adjusted for inflation.

§200.68 Modified Total Direct Cost
(MTDC).

MTDC means s.11direct salaries and
wages, applicable fringe benefits, mate-
rials and suppl1es, services, travel, and
up to the first $25,000 of each subaward
(regardless of the period of perform-
ance of the subawards under the
award). MTDC excludes equipment,
capital expenditures, charges for pa-
tient care, rental costs. tuition remis-
sion. scholarship!! and fellowships, par-
ticipant BUpport costs and the portion
of each subaward in excess of $25,000.
Other items may only be excluded
when nece888J"Yto avoid a. serious m-
equity in the distribution of indirect
costs, and with the approval of the cog-
nizant agency for indirect costs.
[79 FR 76880.Dec. 19, 2014]

§200.69 Non.Federal entity.
Non-Fed.eral entitJI means s. state,

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

1200.70 Nonprofit organization.
Nonprofit organization means any cor-

poration, trust, association, coopera-
tive, or other organization, not includ-
ing niBs. that;
(a.) Is operated primarily for sci-

entific, educational, service, chari-
table, or similar purposes in the publ1c
interest;
(b) Is not organized primarlly for

profit; and
(c) Uses net proceeds to maintaIn,

improve, or expand the operatIons of
the organization.

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

Federal entity's utilization of funds
under a Federal award. obligations

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

means orders placed for property and
services, contracts and subawards
made, and similar transs.ctions during
a given period that require payment by
the non-Feders.1 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 Ovel'llight agency for audit.
Oversight ageTlC]/ for a.udit means the

Feders.l awarding agency that provldes
the predominant s.mount of funding di-
rectly to a non-Feders.l entity not as-
signed a oognizant s.gency for audit.
When there is no direct funding, the
Federa.l awarding agency which is the
predominant source of pass-through
funding must asenme the oversight re-
sponalb1l1ties. The duties of the over-
sight agency for s.udit and the process
for any reassignments are described in
§200.513Responsib1l1ties, pars.grs.ph (b).

1200.74 P888·throUP entity.
Pa.sS-thTOUghentity means a non-Fed-

eral entity that provides a eubaward to
a subrecipient to cs.rry out part of a
Federal program.

1200.75 Participant IUpport coat..
PaTticipant support com means direct

coste for items suoh as stipends or sub-
sistence s.1lowances, travel aJlowB.Dces.
and registration fees ps.id to or on be-
half of participants or trainees (but not
employees) in connection with con-
ferences, or training projects.

§200.76 Performance goal
Performance goal means a target level

of performance expressed as a tangible,
measurable objective. against which
actus.l achievement ca.n be compared,
includ1ng a gos.1 expressed as a quan-
titative standard, vs.lue, or rate. In
some Instances (e.g., discretionary re-
search awards), this may be limited to
the requirement to submit technical
performance reports (to be evs.1uated in
accordance with agency policy).

§200.77 Period of performance.
Period oj performance means the time

during which the non-Pederal entity
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may incur new obl1gations to carry out
the work author1ud under the Federal
award. The Federal award1Dgagency 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 200.331Re-
quirements for pass-through entities,
paragraph (a)(1)(lv».

I JOO.78 Penonal property.
Personal property means property

other than real property. It may be
tang1ble. baving physical existence, or
intang1ble.

1200.79 Personally 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 w:ith other persona.l or iden-
tifying information tha.t is l1nked or
linkable to a speciflc individual. Some
information that 1s considered to be
Pll is available in public sources such
as telephone books, public Web sites.
and univers1ty l1stings. This type of in-
formation Is considered to be Public
Pll and includes, for example, first and
last name, address, work telephone
number, email address, home telephone
number, and general educational cre-
dentials. The deflnition of Pll 1s not
anchored to any single category of in-
formation or technology. Rather, it re-
quires a ca.se-by-ca.seassessment of the
specific r1sk that an individual can be
Ident11'1ed. Non-PH can become Pll
whenever additional information Is
made publicly available, in any me-
dium and from any source, that, when
combined with other available infor-
mation, could be used to identify an in-
dividua.1.

§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 &8 a result of the Fed-
eral award during the pertod of per-
formance except as provided in §200.307
paragra.ph (f). (See 1200.7'7Period of
performance.) Program income in-
cludes but is not limited to income
from fees for services performed, the
use or rental or real or personal prop-

§200.84

erty acquired under Federal awards,
the sale of commodities or items fab-
rica.ted under a Federal award, I1cense
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,
regulations, or the terms and condi-
tions of the Federal award, program in-
come does not include rebates, credits,
discounts, and interest earned on any
of them. See also 1200.407Prior 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. a.s a.mendedat 79
FR 76880,Dec. 19, 2014]

t ZOO.Sl Property.
Property means real property or per-

sonal property.

t 200.82 Protected Pel'llOnaUy Identifi-
able Information (Protected pm.

Protected. PIl means 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 11nan-
clal records, educational transcripts.
This does not include Pll that 1s re-
quired by law to be disclosed. (See also
§200.79 Personally Ident1fl.able Informa-
tion (PIT».

§200.83 Project COBt.
Project con means total allowable

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

t 200.84 Questioned co.t.
Questioned COlt means a cost that is

questioned by the auditor because of an
a.udit 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 match Federal funds;
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(b) Where the coste, at the time of
the audit, are not supported by ade-
quate documentation; or
(c) Where the costs incurred appear

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

1200.85 Heal properi)'.
Real property means land, including

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

f 200.88 Recipient.
Recipient 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 eubrecipients. Bee also 1200.69
Non-Federal entity.

§200.87 Reaearch 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 entrties. The term re-
search a180 includes activities involv-
ing the training of individuals in re-
search techniques where such activities
ut1l1ze the sa.me 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 from research di-
rected toward the production of useful
materials, devices, systeID8, or meth-
ods, including design and development
of prototypes and prooesses.

§200.88 Simplified acquisition thresh·
old.

Simplified acquisition threshold means
the dollar amount below which a non-
Federal entity may purchase property
or services using small purchase meth-
ods. Non-Federal entities adopt small
purchase procedures in order to expe-
dite the purchase of items costing less
than the simplified acquisition thresh-
old. The simplified acquisition thresh-
old Is set by the Federal Acquisition

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

Regulation at 48 CFR Bubpart 2.1 (Den-
nitions) and in aocordance with 41
U.S.C. 1908.As or .the publ1catlon of
this part, the simplified acquisition
threshold is $150,000,but this threshold
is periodically adjusted for inflation.
(Also see definition of 1200.67 Micro-
purcha.8e.)

§200.89 Special purpose equipment.
Specia.l puf'po8e equipment means

equipment whtch ts used only for re-
search, medical, scientific, or other
technical activities. Examples of spe-
cial purpose equipment include micro-
scopes, x-ray machines, surgical instru-
ments. and spectrometers. See also
§§200.33Equipment and 200.48 General
purpose equipment.

0200.90 State.
State means any state of the Unlted

States, the District of Columbia, the
Commonwealth of Puerto Rico, U.S.
Virgin Islands, Guam, Amerie&n
Samoa, the Commonwealth of the
Northern Mariana Islands, and any
agency or instrumental1ty thereof ex-
clusive of local governments.
('18 FR 78608, Dec. 26, lID13, as amendedat 79
FR 75880,Dec. 19, ~14]

§200.91 Student Financial Aid (SFA).
SFA means Federal awards under

those programs of general student as-
sistance, such as those authorized by
Title IV of the Higher Education Act of
1965, as amended, (20 U.S.C. 107G-ID99d).
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 a.wards
to students on a competitive basis. or
for specified studies or research.

.200.92 Bubaward.
Suba.wara means an award provided

by 8. pass-through entity to a Bub-
recipient for the subrecipient 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-
nclary of a Federal program. A
subaward may be provided through any
form of legal agreement, Including an
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agreement that the pase-through enti-
ty considers a contract.

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

tity that receives a subaward from a
pass-through entity to ca.rry out part
of a Federal program; but does not in-
clude an 1lldividual that is a bene-
fl.c1a.ryof such program. A subrecipient
may also be a recipient of other Fed-
eral awards directly from a Federal
awarding agency.

I 200.94 SupplitlL
Supplie3 means all tangible personal

property other than those described in
1200.33 Equipment. A computing device
is a supply if the acquisition cost is
less than the lesser of the capitaliza-
tion level established by the non-Fed-
eral entity for !iDa.ncialstatement pur-
poses or $5,000, regardless of the lengtb
of its usefUl life. See also 1§2oo.20 Com-
puting devices and 200.33 Equipment.

§200.96 Termination.
Tennination means tbe 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·kind contribu·
tioDll.

Third-party in-kind contributions
means the value of non-cash oontribu-
tions (t.e., property or services) that--

(a) Benefit a federally assisted
project or program; and

(b) Axe oontributed by non-Federal
tbird parties, without charge, to a nOD-
Federal entity under a Federal award.

§ 200.97 Unliquidated obligation&.
Unliquidated obligaUom means, for fi-

nancial reports prepared on a cash
basis, obligations 1llcurred by the non-
Federal entity that bave not been paid
(liquidated). For reports prepared on an
accrual expenditure basis, these are ob-
}jgations incurred by the non-Federal
entity for wbich an expenditure has
not been recorded.

§200.98 Unobligated balance.
Unobligated balance means the

a.mount of funds under a Federal award
that the non-Federal entity has not ob-
ligated. The amount is computed by

§2oo.100

subtracting the cumulative amount of
the non-Federal entity's unliqu1dated
obligations and expend1tures of funds
under the Federal a.ward from the cu-
mula.tive amount of the funds that the
Federal awarding agency or pass-
through entity a.uthorized the non-Fed-
eral entity to obligate.

§200.99 Voluntary committed cost
aharin,.

Voluntary committed cost sharing
means cost sharing specifically pledged
on a. voluntary basis in the proposal's
budget or tl1e Federa.l awa.rd on the
p&.rt of the non-Federal entity and that
becomes a binding requirement of Fed-
eral award.

Subpart B--Generol Provisions

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

administrative requirements, cost
principles, and a.udit requirements for
Federal awards to non-Federal entitles,
as described in 1200;101 Applicab1l1ty.
Federal a.warding agencies must Dot
Impose a.dditional or inoonsistent re-
quirements, exoept &6 provided in
§§ 200.102 Exceptions and 200.210 Infor-
mation contained in a Federal award,
or unless specifically required by Fed-
eral statute, regulation, or Executive
Order.

(2) This part provides the basis for a
systematic and periodic oollection and
uniform submission by Federal agen-
cies of information on all Federal fi-
nancial assistance programs to the Of-
fioe of Management and Budget (OMB).
It also eetabUshes Federal policies re-
lated to the delivery of this informa-
tion to the public, Includtng 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 tbeir statutory res pon-
slbil1t1es under the Federal Program
Information Act (31 U.S.C. 6101-61(6).

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

Principles of this part establishes prin-
ciples for determ1ning the allowable
costs incurred by non-Federal entit1es
under Federal awards. The principles
are for the purpose of cost determi.n&-
tion and are not intended to identify
the circumstances or dlotate the extent
of Federal Government participation in
the financing of a particular program
or project. The prinoiples are designed
to provide that Federal awarde bear
their fair share of cost recognized
under these principles except where re-
stricted or prohibited by statute.
(d) Single Audit Requirements and

Audit Follow-up. Subpart F-Audit Re-
quirements of this part 1s issued pursu-
ant to the Bingle Audit Act Amend-
ments of 1996. (81 U.B.C. 7501-7507). It
sets forth standards for obtaining con-
sistency and uniformity among Federal
agencies for the audit of non-Federal
entities expending Federal awards.
These provisions aleo provide the poli-
cies and procedures ror Federal award-
ing agencies and pass-through entities
when using' the results of these audits.
(e) For OMB guidance to Federal

award1ng agencies on Challenges and
Prizes. please see M-ID-ll Guidance on
the Use of Challenges and Prizes to

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

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

UOO.IOI Applicability.
(a) General applicability U! Federal

agencies. The requirements established
1n this part apply to Federal agencies
that make Federal awards to non-Fed-
eraJ entities. These requirements are
applicable to all costs related to Fed-
eral awards.
(b)(l) Applicobility U! different types of

Federal awarlis. The follOwing table de-
scribes what portdons of this part apply
to which types of Federal awards. The
terms and conditions of Federal awards
(including this part) flow down to sub-
awards to subreclplents unless a par-
ticular section of this part or the terms
and conditions of the Federal award
speclf!.ca1ly 1ndlcate otherwise. This
means that non-Federal entities must
comply with requirements in this part
regardless of whether the non-Federal
entity is a recipient or aubrectprent of
a Federal award. Pa.es-through entities
must comply with the requirements de-
scr1bed in Subpart D-Post Federal
Award Requirements of this part,
§§200.3SO Bubrecipient and contractor
determinations through 200.832 Fixed
amount Bubawards, but not any re-
quirements in this part directed to-
wards Federal awarding agencies un-
less the requirements of this part or
the terms and condit1ons of the Federal
award indicate otherwise.
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(2) Federal award of cost-reimburtement
contract under the FAR to a non-Federal
entity_ When a non-Federal entity 1e
awarded a coet-relmbursement con-
tract, only Subpart D-Post Federal
Award Requ1rements of this part,
§§200.330Subrecipient and contractor
determinations through 200.332Fixed
amount 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

part are incorporated by reference into
the contract. However. when the Cost
Accounting Sta.ndard5 (CAS)are appli-
cable to the contract. they take prece-
dence over the requirements of thi5
part except for Subpart F-Audit Re-
quirements of this part when they are
in conflict. In a.ddition. coats that are
made unallowable under 10 U.S.C.
2324(e)and 41U.S.C.4304(a)IUl described
in the FAR aubparf 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-
qutrements of thil.!part, §§200.330Sub-
recipient and contractor determina-
tions through 200.832 Fixed amount
Subawards, Subpart E-Cost Prlnc1ples
of th1s 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, wh1ch
Is required by the Single Audit Act, in
any circumstances where the provi-
sions of Federal statutes or regulations
differ from the provisions of this part,
the provision of the Federal statutes or
regulatiOns govern. This includes, for
agreements with Indian tribes, the pro-
visions of the Indian Self-Determina-
tion and Education and Assistance Act
(lSDEAA), as amended, 25 U.S.C 450-
458ddd-2.
(c) Federal awarding agencies may

apply subparts A through E of this part
to for-profit entities, foreign public en-
t1t1es, or fore1gn organizations, except
where the Federal awarding agency de-
term1Des that the appl1catlon of these
subparts would be inconsistent with
the international obligations of the
United States or the statutes or regu-
lations of a foreign government.
(d) Except ror §ro<l.202Requirement

to provide public notice of Federal fi-
nancial assistance programs and
§§200.330Subrecipient and contractor
determinations through 200.332Fixed
amount Subawards of Subpart D-Post
Federal Award Requirements of this
part, the requirements in Subpart ~
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 subrecipients of Community
Services Block Grant funds pursuant to
42U.S.C. 9916(a)(1)(B);
(2) Federal awards to local education

agencies under 20 U.S.C. 7702-770Sb,
(portions of the Impact Aid program);
(3) Payments under the Department

of Veterans Affairs' State Home Per
Diem Program (38U.S.C. 1741);and

2 CFR Ch. II (1-1-15 E<frllon)

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

Grant (42U.S.C. 9858)
(11)ChUd Care Mandatory and Matoh-

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

to provide public notice of Federal fi-
nancial assistance programs the guid-
ance in Subpart ~Pre-Federal Award
Requirements and Contents of Federal
Awards of this part does not apply to
the following programs:
(1) Entitlement Federal a.wards to

carry out the following programs of the
Socia.l Security Act:

(1) Temporary Assistance to Needy
Fam1lies (title IV-A of the Social Secu-
rity Act, 42U.S.C. 601-619);
(11)Ch1ld Support Enforcement and

Establ1shment of Paternity (title IV-D
of the Socia] 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.
670-6790);
(iv) Aid to the Aged, Blind, and Die-

abled (titles I, X, XIV, and XVI-AABD
of the Act, as amended);
(v) Medical AB8istance (Medicaid)

(title XIX of the Act, 42 U.S.C. IS9&--
1396w-6)not including the State Med-
icaid Fraud Control program author-
ized by sectdon 1903{aX6)(B)of the So-
cial Security Act (42 U.S.C.
1S96b(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
tha.t .is also supported by a Federa]
award listed in paragraph (8)(1) of this
section;
(3) Federal awards under subsection

412(e) of the Immigration and Na.tion-
ality Act and subeection 501(a.)of the
Refugee Education Assistance Act of
1980(Pub. L. 96-422,94 Stat. 1809),for
cash assistance, medical assistance,
and supplemental security income ben-
efits to refugees and entrants and the
administrative coots 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 Assistance (seotion

11of the Act, 42U.S.C. 1759a).
(Iv) 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 fOl-

lOwing programs of The Child Nutri-
tion Act of 1966:

(1) 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. 1773),and
(iii) State Administrative Expenses

(section 7 of the Act. 42U.S.C. section
1776).
(6) Entitlement awa.rds for State Ad-

ministrative Expenses under The Food
and Nutrition Aot of 2008(section 16of
the Aot. 7 U.S.C. 2(25).
(7) Non-dieoretionary Federal awards

under the following non-entitlement
programs:
(i) Special Supplemental Nutrition

Program for Women. Infants and Chil-
dren (section 17of the Child Nutrition
Act of 1966)42 U.B.C.section 1786;

(11) The Emergency Food A881stance
Programs (Emergency Food A881stance
Act of 1983)7 U.S.C. section 7501note;
and
(iii) Commodity Supplemental Food

Program (section 5 of the Agriculture
and Consumer Protection Act of 1973)7
U.S.C. section 612cnote.
[78 FR 78608. Dec.26. 2013. 8S amended at 79
FR 75880.Dec.Ill. 2(14)

§200.102 EKceptiouL
(a) With the exception of Subpa.rt F-

Audit Requirements of this part, OMB
may allow exceptions for olasses of
Federal awards or non-Federal entities
subject to the requtrements 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 oir-
cumstances. Exoeptions for classea of

§2oo.103

Federa.l awards or non-Federal entities
will be published on the OMBWeb site
at www.whitehouse.govlomb.
(b) Exceptions on a case-by-oa~ basis

for individual non-Federal entities may
be authorized by the Federal awarding
agency or cognizant agenoy for indireot
costs. except where otherwise required
by law or where OMBor other approval
1B expressly required by this part.
(e) The Federal awarding agency may

apply more restrictive requirements to
a clase 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 Bequtre-
ments of this part. A Federal awarding
agency may apply less restrictive re-
quirements when making fixed amount
awards as defined in Subpart A-Acro·
nyms and Definitions of this part, ex-
cept for those requirements imposed by
statute or in Subpart F-Audit Re-
quirements of this part.
(d) On a case-by-case basis. OMBwill

approve new strategies for Federal
awardB when proposed. by the Federal
awarding agency in accordance with
OMBguidance (such as M-I3-17) to de-
velop additional evidence relevant to
addre88ing important policy challenges
or to promote oost-effectivenees in and
serosa 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 f"mancial aa-
ststance while alBO encouraging inno-
vation in service delivery. Proposals
submitted to OMB in accordance with
M-I3-17may include requests to waive
requirements other than those In Sub-
part F-Audtt Requirements of this
part.
[78 FR 79608, Dec. 26. 2013. U &mended at 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 Subpa.rt 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), 31 U.S.C. 1111(Improving Econ-
omy and Efficienoy of the United
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§2OO.104

States Government), 41U.S.C. 1101-1131
(the Office of Federal Procurement
Policy Act), Reorganizatlon Plan No.2
of 1970, and Executive Order 11541
("Prescribing the Dutles of the Office
of Management and Budget and the Do-
mestic Pollcy Council In the Executive
Office of the President"), the Single
Audit Act Amendments of 1996, (31
U.S.C. 7601-7507),as well as The Federal
Program Informatlon Act (Public Law
95-220and Pub11cLaw 98-169,as amend-
ed, codified at 31U.B.C. 6101-6106).
(b) Subpart E-Cost Principles of thls

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. 503-6(4);Reorga-
nization Plan No.2 of 1970;and Execu-
tive Order No. 11541,"Prescribing the
Duties of the Office of Management
and Budget and the Domestic Policy
Council in the Executive Office of the
President."
(c) Subpe.rt F-Audit Requirements

of this part Is anthortzed under the
Single Audit Act Amendmente of 1996,
(31U.S.C. 7601-7507).

UOO.I04 SuperaeuiOD.
As described in §200.110EffectlveJap-

pl1cab1l1ty date, this part supersedes
the following OMBguidance documents
and regulations under Title 2 of the
Code of Federal Regulatlons:
(a) A-2l, "Cost Prlnciples for Edu-

cational Institutions" (2 CFR part 220);
(b) A-87. "Cost Principles for State,

Local and Indian Tribal Governments"
(2 CPR part 225)and also FEDERALREG-
ISTER notice 51FR 552(January 6, 1986);
(c) A-$, "Federal Domestlc Assist-

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

ative Agreements wlth State and Local
Governments";
(e) A-110, "Uniform Administrative

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

Profit Organizations" (2 CFR part 230);
(g) A-I33, "Audite of States, Local

Gove~ments and Non-Prgfit Organiza-
tions ": and

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

(h) Those sections of A~O related to
audite performed under Subpart F-
Audit Requirements 01this part.
['18FR 78608, Dec. 26, 2013, as a.mendedat 79
FR 70882,Dec. 19, 2014]

t lIOO.105Effect OD other i&Iluancea.

For FederaJ awards subject to this
part, all adm1n.1strative 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 provisions in
§200.102Exceptions.

1200.106 Agency implementation.
The specifiC requirements and re-

sponsibil1ties of Federal agencies and
non-Federal entities are Illlt forth in
this part. Federal agenc1es making
Federal awards to non-Federal entities
must implement the language 1n 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 regulations unlees different
provisions are required by Federal stat-
ute or are approved by OMB.

§200.107 OMB responsibilities.
OMBwill review Federal agency reg-

ulations and Implementation of this
part, and will provide interpretations
of policy requirements and assistance
to ensure effective and efficient tmple-
mentation. Any exceptions wlll be sub-
ject to approval by OMB. Exceptions
will only be made in particular cases
where adequate justification is pre-
sented.

1200.108 Inquiries.
Inquiries concerning this part may be

directed to the Office of Federal Finan-
cial Management Office of Manage-
ment and Budget, in Washington, DC.
Non-Federal entitles' inqu1r1es should
be addressed to the Federal awarding
agency, cognizant agency for indirect
costs, cognizant or oversight agency
for audit, or pass-through entity as ap-
propriate.
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OMB Guidance

§200.109 Review date.
OMB will review this part a.t least

every five years after December 26,
2013.

§200.110 Effective/applicability date.
(a) The standards set forth in this

part which &.!fect 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 fina.l. Fed-
eral awarding agencies must tmple-
mant the policies and procedures appli-
cable to Federal awards by promul-
gating a regulation to be effective by
December 26, 2014 unless different pro-
visions are required by statute or ap-
proved by OMB. For the procurement
standards In §§200.317-2OO.826, non-Fed-
eral entities may continue to comply
with the procurement standards in pre-
vious OMB guidance (superseded by
this part as deec11bed 10 1200.104) for
one additional fiscal year after this
part goes into effect. If a non-Federal
entity chooses to use the previous pro-
curement standards for an additional
fiscal year before adopting the procure-
ment standards 10 this part, the non-
Federal entIty must document this de-
ctsion in their internal procurement
policies.
(b) The standards set forth In Sub-

part F-Audit Requirements of this
part and any other standards whloh
apply directly to Federal agencies will
be effective December 26, 2013 and will
apply to audits of fiscal years begin-
ning on or after December 26, 2014.
[78 FR 78608,Dec. 26, 2013, s.s amended a.t 79
FR 75882,Dec. 19, ~14l

§200.111 EngUsh IanJUllll'e.
(a) All Federal financial assistance

announcements and Federal award in-
formation must be in the English lan-
guage. Applications must be submitted
In the Englieh language and must be in
the terms of U.S. dollars. If the Federal
awarding agency receives applications
10 another currency, the Federal
awarding agency will evaluate the ap-
plication by converting the foreign cur-
rency to United States currency using
the date speoified for receipt of the ap-
plication.

§200.200

(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
a.wa.rda.nda.ny tra.nsla.tion into another
language, the English la.nguage mean-
ing will control. Where a significant
portton of the non-Federal entity's em-
ployees who a.re working on the Fed-
eral a.ward are not fluent in English,
the Don-Federal entity must provide
the Federal award 10 English and the
language(s) with which employees are
more familiar.

§200.112 Conflict of mtered.

The Federal awarding agency must
establtsh conflict of Interest poltciee
for Federal awards. The non-Federal
entity must disclose in writing any po-
tentta.l conflict of interest to the Fed-
eral awarding a.gency Dr pass-through
entity in accordance with applicable
Federal awarding agency policy.

§200.113 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 a.gency Dr pass-through
entity all vtolatfons of Federal crimi-
nal law Involving fraud, bribery, Dr
gratuity violations potentially affect-
ing the Federal award. Failure to make
required disclosures can result in any
of the remedies desc11bed in § 200.838
Remedies for noncompliance, tncluding
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

f 200.200 Purpoee.
(a) Bectdons 200.201 Use of grant

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

opportunities, 200.204 Federal awarding
agency review of merit of proposals,
200.205Federal awarding agency review
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§200.201

of risk posed by applicants, and 200.207
Specific cond1tions, is required only for
competitive Federal awards. but may
also be used by the Federal awarding
agency for non-competttive awards
where appropriate or where required by
Federal statute.
['18FR '18608.Dec. 26.2013. as amended at 79
FR 76882,Dec. 19. 2014]

§100.201 Use of graDt agreemenw (in.
eluding fixed amount awarda), eo-
operative agreements, and con-
tracts.

(a) Tne Ji'ederal a.warding agency or
pass-through entity must decide on the
appropriate instrument for the Federal
award (t.e., grant agreement. coopera-
tive agreement, or contract) in accord-
ance with the Federal Grant and Coop-
erative Agreement Act (Sl 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 §200.332 Fixed
amount subawards. may use fixed
amount awards (see 1200.45 Fixed
amount awa.rds) to which the following
conditions apply:

(1) The Federal award amount is ne-
gotiated using the cost principles (or
other priCing information) as a guide.
The Federal awarding agency or pass-
through entity may use fixed amount
awards if the project BCOpeis spscific
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. Payments
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 nOD-
Federal entity in performance of the
award. some of the ways in whioh the
Federal award may be paid include, but
are not l1mited to:

(i) In several partial payments, the
amoun t of each agreed upon in ad-
vance, and the "milestone" or event
triggering the payment also agreed
upon in advance. and set forth in the
Federal award;

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

(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 sharing or match.

(S)The non-Federal entity must cer-
tify in writing to the Federal awarding
agency or pass-through entity at the
end of the Federal award that the
project or act1vity was completed or
the level of effort was expended. If the
required level of activity or effort was
not carried out, the amount of the Fed-
eral award must be adjusted.

(4) Periodic reports may be estab-
lished for each Federal a.ward.

(5) Changes in principallnvest1gator.
project leader. project partner. or scope
of effort must receive the prior written
approval of the Federal award1ng agen-
cy or pus-through entity.
['18FR 78608, Dec. 26, 2013. as amended at, 79
FR 76882,Dec. 19, 2Ol4J

t 200.202 Requirement to provide pub-
He notice of Federal financial as-
sistance programs.

(a) The Federal awardinlf agency
must notify the public of Federal pro-
grams in the Ca.ta.log of Federal Do-
mestic Assista.nce (CFDA), maintained
by the General Services Administra-
tion (GSA).

(1) The CFDA, or any OMB-des-
Ignated replacement, is the single, au-
thoritative, governmentwide com-
prehensive source of Federal financial
a8Sista.nce program informa.tion pro-
duced by the executive branch a! the
Federal Government.

(2) The information that the Federal
awarding agenoy must submit to G8A
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 Il.wardingagency may
not award Federal financIa.l assistance
without assigning it to a program that
has been included In the CFDA as re-
quired in this section unlesa there are
exigent circumstances requiring other-
wise, such as timing requirements im-
posed by statute.

100

DATTACHMENT -------------
. L\tO

PAGE ._11:L_.. OF ._L---- .. PAGES



OMB Guidance

(b) For each program that awards
discretionary Federal awardfl, non-dis-
cretlonary Federal awards, loans, in-
surance, or any other type of Federal
C1nanc1a.l 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 appropriate,
the Program DeSCription. Purpose.
Goals, and Measurement should a.l1gn
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. EBtimates
based on previous year funding are ac-
ceptable If current appropriations are
not available at the t1me of the sub-
mission;
(4) Anticipated Sou.rce of Avallable

Funds: The statutory authority for
funding the program and. to the extent
possible. agency, sub-agency. or. if
known, the spec111cprogram 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 eli-
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) Applicability of Single Audit R&-

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

1200.zos Notices of funding opportuni.
ties.

For competitive grants and coopera-
tive agreements, the Federal awarding
agency must announce spec1f1cfunding
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;
(3) Announcement Type (whether the

funding opportunity is the 1n1tlal an-
nouncement of thill funding oppor-
tunity or a mod1tl.catlon of Ii. pre-
viously announced opportunity);
(4) Funding Opportunity Number (re-

quired, if applicable). If the Federal
awarding agency has assigned or will
assign a number to the funding oppor-
tunity announcement, this number
must be provided;
(5) Catalog of Federal Financial As-

sistance (CFDA)Number(s);
(6) Key Dates. Key dates include due

dates for applications or Executive
Order 12372submissions. as well as for
any letters of intent or pr&-appl1oa-
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 awarding
agency.
(b) The Federal awarding agency

must generally make all funding op-
portunities avaUa.ble for application
for at least 60 calendar da.ys. The Fed-
eral a.warding agency may make a de-
termination to have a less than 60cal-
endar day avaiJab1l1ty period but no
funding opportunity should be avail-
able for less than 30 calendar days un-
less exigent circumstances requIre as
determined by the Federal awarding
agency head or delegate.

(c) Full Text of Funding Opportunities.
The Federal a.wardlng 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-FulI Text of
Notice of Funding Ollportunity to this
part.
(1) Full programmatic description of

the funding opportllnity.
(2) Federal award information. in-

cluding sufficient Information to help
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§2OO.204

an applica.nt make an informed decI-
ston about whether to submit a.n a.ppli-
cation. (See also § 200.414 Indirect
(F&A) costs, pa.ra.graph (0)(4».

(3) Speoifio eligib111ty information,
Inoluding any factors or priorities that
affect an applicanb'e or its applica-
tion's el1gibllity for selection.

(4) Application Preparation and Sub-
mtseton Information, 1nclu41n.gthe ap-
plicable submission dates and time.

(6) Appl1cation Review Information
including the criteria and process to be
used to evaluate applications. See also
i§ 200.204 Federal awa.rd1I!g agency re-
view of merit proposals and 200.205 Fed-
eral awarding agency review of riBk
posed by applicants. See also 2 CFR
part 27 (forthcoming at time of publi-
cation).

(6) Federal Awa.rdAdministration In-
formation. Bee 90180 §200.210 Informa-
tion contained in a Federal awa.rd.
['78 FR 78608. Dec.26, 2013, 8.6 a.mendedat 79
FR 75882. Dec.19,2(14)

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

For oompetitlve grants or coopera-
tive agreements, unless prohibited by
Federal statute, the Federal awa.rding
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 §200.203 Notloes
of funding opportunities.

§ JOO.J06 Federal awarding apDCY reo
view of riak poeed by appJ.icaD.ts.

(a) Prior to making a Federal award,
the Federal awa.rding agency 1s re-
quired by 31 U.S.C. S32l and 41 U.S.C.
2313 note to review information ava.1l-
able through any OMB-designated re-
positories of governmentwide eUgI-
b111ty qualif1cation or nnancial integ-
r1ty information, such as SAM Exclu-
sions and "Do Not Pay". See alSOsus-
pension and debarment requirements
at 2 CFR part 180 as well as individual
Federal agency suspension and debar-
ment regula.tions in title 2 of the Code
of Federa.l Regulations.

(b) In a.ddition. for oompetitive
grants or cooperative agreements, the
Federal awarding agenoy must have in

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

place a framework for evaluating the
risks posed by applicants before they
receive Federal awards. This evalua-
tion may incorpora.te results of the
evaluation of the applicant's ellg1b1l1ty
or the qua.l1ty of its application. If the
Federal awarding agenoy determines
that a.Federal award. will be ma.de, spe-
c1al oonditions that correspond to the
degree of risk assessed may be applied
to the Federal a.ward. Criteria to be
evaluated must be described in the an-
nouncement of funding opportunity de-
scribed in §200.203 Notices of funding
opportunities.

(c) In evaluating risks posed by appli-
cants, the Federal a.wa.r41n.gagency
may use a r1sk-based approaoh and
may consider any items such as the fol-
lowing: .
(1) Financial stab1l1ty;
(2) Quality of management systems

and ability to meet the management
standards preBoribed in this part;

(3) History of performance. The appli-
cant's record in xnanagIng Federal
awards, if it is a prior reoipient of Fed-
eral awards, inoluding timeliness of
compliance with a.pplioable reporting
requirements, conformanoe to the
terms and oonditions of previous Fed-
eral awards, and if applicable, the ex-
tent to whioh any previously awarded
amounts w111 be expended prior to fu-
ture awards;

(4) Reports and findings from audits
performed under Subpa.rt F-Audit Re-
quirements of this part or the reports
and findings of any other aval1able au-
dits; and

(5) The applicant's ab1lity to effec-
tively implement statutory, regu-
latory, or other requirements imposed
on non-Federal entities.

(d) In a.ddition to this review, the
Federal awa.rd1Dgagenoy must comply
wIth the guidelines on governmentwide
suspension and debarment in 2 CFR
part 180, and must require non-Federal
entities to comply with theBe provi-
sions. These provisions restriot Federal
awards, subawards and oontracts with
certain parties that are debarred, sus-
pended or otherwise exoluded from or
ineligIble for partioipation in Federal
programs or activities.
[78 FR 78608. Dec. 26, 2013, as amended a.t 79
FR 75882, Dec.19.2(14)

102

ATf ACHM ENT •._._.)2._ ....••.
PAGE ... 1:.I.t.. ••• _ OF _••~~~. PAGES



OMB Guidance

f 1OO.J06 Standard application reo
quirements.

(a) Paperwork. clearances. The Federal
awarding agency may only use appl1ca·
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. 11m·
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.

f 200.207 Specific conditioJUl.
(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 awa.rd1ng agency re-
view of risk posed by appl1ca.nts;

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

(3) When an applicant or recipient
fails to meet expeoted performance
goaJs as described in f 200.210Informa-
tion contained in a Federal award; or

(4) When an applicant or recipient is
not otherwise responsible.

(b) These additional Federal a.ward
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) Requiring additional, more de-
tailed financial reports;

(4) Requiring additional project mon-
itoring;

(5) Requiring the non-Federal entity
to obtain technical or management as-
s1stance; or

(6) Establishing additional prior ap-
provals.

5200.210

(c) The Federal awarding agency or
pass-through entity must notify the
applicant or non-Federal entity as to:

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

(2) The reason why the additional reo
quirements are being imposed;

(3) The nature 01 the action needed to
remove the additional requirement, if
applicable;

(4) The time allowed for completing
the actions if applicable, and

(5) The method for requesting recon-
slderatlon of the additional require-
ments imposed.

(d) .Any spec1fic conditions must be
promptly removed once the conditions
that prompted them have been cor-
rected.
[79 FR 75882. Dec. 19, :1>14]

f 200.208 CerlIfication8 and represen-
tatiODll.

Unlesa prohibited by Federal statutes
or regulations, each Federal &warding
agency or pass-through entity is au-
thorned to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal stat-
utes, or regulations on an annual basis.
Submission may be required more fre-
quently if the non-Federal entity fails
to meet a requirement of a Federal
award.

§200.!09 Pre-award C08t&.

For requirements on costs incurred
by the applicant prior to the start date
of the period of performance of the
Federal award, see 1200.458Pre-award
costs.

1200.210 Information contained In a
Federal award.

A Federal award must include the
following information:
(a) General Federal Award In/ormation.

The Federal awarding agency must in-
elude the following general Federal
award information in each Federal
award:
(1) Recipient name (which must

match the name aseociated with its
unique entity 1dentlf'1eras defined at 2
CFR 25.315);

(2) Recipient's unique entity tdentf-
fier;

(3) Unique Federal Award Identifica·
tion Number (FAIN);
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§2oo.210

(4) Federal Award Date (see §200.S9
Federal award date);
(5) Period of Performance Start and

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

gated by tIDIlaction;
(7) Total Amount of Federal Funds

ObUgated;
(8) Total Amount of the Federal

Award;
(9) Budget Approved by the Federal

Awarding Agency;
(10) Total Approved COllt Sharing or

Matching, where applicable;
(11) Federal award project descrip-

tion. (to comply with statutory re-
qulremente (e.g., FFATA»;

(12) Name of Federal awarding agen-
cy and contact information for award-
ing offictal,

(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
is charged per §200.414 Indirect (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) AdminiBtrative requirements im-
plemented by the Federal awarding
agency as specified in-this part.
(ii) National policy requirementB.

These include statutory. executive
order. other Presidential direotive, or
regulatory requirements that apply by
specific reference and are not program-
speci11c.See §200.300 Sta.tutory and na-
tional policy requirements.
(2) The Federal award must include

wording to incorporate, by reference,
the applicable Bet of general terms and
conditions. The reference must be to
the Web site at which the Federal
awarding agency maintains the general
terms and conditions.
(8) If a non-Federal entity requests a

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

conditions are publicly available, the
Federal awarding agency must main-
tain an archive of previous versions 01
the general terms and conditions, with

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

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

(c) FecleTal Awarding Agency, PTogram,
or Federal Award Specific Terms and
Conditions. The Federal awarding agen-
cy may include with each Federal
award any terme and conditions nec-
essa.ry to communicate requirements
that are in addition to the require-
mentis outlined in the Federal awarding
agency's general terms and conditions.
Whenever practicable, these specific
terms and conditions also would 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
1200.206 Standard application require-
ments.
(d) Federal Award Performance Goals.

The Federal awarding agency must in-
clude in the Federal award an indica-
tion of the timing and scope of ex-
pected performance by the non-Federal
entity as related to the outcomes in-
tended to be aohteved by the program.
In some instances (e.g., discretionary
-research awards), this may be limited
to the requirement to submit technical
performance reports (to be evaluated in
accordanoe with Federal 80warding
agency policy). Where appropri8ote, the
Federal award may include speCific
performance goals, indicators, mile-
stones, or expected outcomes (such 80S
outputs. or services performed or pub-
lic 1mpacts of any of these) with an ex-
pected timeline for accomplishment.
Reporting requirements must be clear-
ly articulated such that, where appro-
priate, performance 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-speoific requirements, as ap-
plicable. These requirements should be
aligned with agency strategic goals,
strategfc objectives or performance
goals that are relevant to the program.
See also OMB Circular A-ll, Prepa.ra-
tion, Submission 80ndExecution 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 78608. Dec. 26. 2013, 80Samendedat 79
FR 75882. Dec. 19. 2014]
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f JOO.211 Public aec_ to Federal
award iDformation.

(a) In accordance with statutory re-
quirements tor Federal spending trans-
parency (e.g., FFATA), except as noted
in this section, tor appllcable Federal
awards the Federal awarding agency
must announce all Federal awards pub-
licly and publlsh the required informa-
tion on a publicly available OMB-des-
19nated governmentwide Web site (at
time of publication.
W'IDW. USAspending .gov).

(b) Notb1ng in this section may be
construed as requiring the publication
of information otherwise exempt under
tbe Freedom ot Information Act (5
U.S.C 552), or controlled unclassified
information pursuant to Executive
Order 13556.

t 200.212 SU8)MlD8iODand debarmeDt.
Non-federal entities and contractors

are subject to the non-procurement de-
barment and suspension regulatiOns
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 otherwise ex-
cluded from or ineligible for participa-
tion in Federal assistance programs or
activities.
[79 PR 75883, Dec. 19, 2014J

Subpart D-POIf Federal Award
Requirements

STANDARDS FOR FINANCIAL AND
PROGRAM MANAGEMENT

§200.300 Statutory and oatiooal policy
requiremeots.

(a) The Federal award1ng 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 public polioy requirements: includ-
ing. but not limited to. those pro-
tecting public welfare, the environ-
ment. and prohibiting discrimination.
The Federal awarding agency must
communicate to the non-Federal enti-
ty all relevant public policy require-
ments. including those in general ap-
propriations provisions. and incor-

§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
Federal awards, this includes the prov1-
sions of FFATA, which includes re-
quirements on executive compensation.
and also requirements implementing
the Act for the non-Federal entity at 2
CFR part 26 Financial Assistance Use
of Universal Identifier and Central
Contractor Registration and 2 CFR
part 170 Reporting Subaward a.nd Exec-
utive Compensa.tion Information. See
also statutory requirements for whis-
tleblower protecttons at 10 U.S.C. 2409,
41 U.S.C. 4712. and 10 U.S.C. 2324. 41
U.S.C. 431>4and 4310.

I ZOO.301 Performance measuremeoi.
The Federal awarding agency must

require the recip1ent to use OMB-ap-
proved standard information collec-
tions when prov1ding financ1al and per-
formance 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 accomplishments of the
Federal award. Also, 1n accordance
with above mentioned standard infor-
mation collections. and when applica-
ble, reCipients must also provide cost
information to demonstrate cost effec-
tive practices (e.g., through unit cost
data). The recipient's performance
should be measured in a way that will
help the Federal awarding agency and
otber non-Federal entities to improve
program outcomes, share lessons
learned, and spread the adoption of
promiSing practices. The Federal
awarding agency should provide recipi-
ents with clear performance goals. in-
dicators. and milestonss as described in
1200.210 Information contained in a
Federal award. Performance reporting
frequency and content should be estab-
lished to not only allow the Federal
awarding agency to underetand the re-
cipient progress but also to facilitate
1dentification of promising practices
among recipients and build the evi-
dence upon which the Federal awarding
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agency's program and performance de-
cisions are made.
[18 FR 18608,Dec. 26. 2013. &ll a.mended at 79
FR 76888,Dec. 19, 2014]

1200.302 Financial m8JUlgemeDt.

(a) Each state must expend and ac-
count for the Federal award in accord-
ance with state laws and procedures for
expending and accounting for the
state's own funds. In addition, the
state's and the other non-Feder&.1enti-
ty's fina.nci&.1management systems, in-
cluding records documenting complt-
6.IlC6 with FedersJ. statutes, regula-
tions, and the terms and conditions of
the Feder&.1award, must be sufficient
to permit the preparation of reports re-
quired by general and program-specific
terms and conditions; and the tracing
of funds to a level of expenditures ade-
quate to establish that such funds have
been used according to the Federal
statutes, regulations, and the terms
and conditions of the Federal award.
See also §200.450 Lobbying.
(b) The financial management sys-

tem of each 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,
transmiBBlon and storage of informa-
tion, 200.336 Access to records, and
200.337 Restrictions on publtc access to
records):

(1) Identification, in its accounts, of
&.11Federal awards received and ex-
pended and the FederaJ programs under
which they were received. Federal pro-
gram and Federal award identification
must include, as applicable, the CFDA
title and number, Federal award identi-
fication number and year, name of the
Federal agency, and name of the pass-
through entity, if any.
(2) Accurate, current, and complete

disclosure of the financial results of
each Federal award or program in ac-
cordanoe with the reporting require-
ments set forth in §§200.327 Financial
reporting and 200.328 Monitoring and
reporting program performance. If a
Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains its records on
other than an accrual basis, the recipi-
ent must not be required to establish
an accrual accounting system. This re-

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

cipient may develop accrual data for
its reports on the ballis of an an&.1ysis
of the documentation on hand. Simi-
larly, a pass-through entity must not
require a subreclplent to establish an
accrual accounting system and must
allow the subrecipient 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 fundB for
federally-funded activities. These
records must contain information per-
ta.1n1ng to Federal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets. expenditures, income and
interest and be supported by source
dooumentation.
(4) Effeotive control over. and ao-

countab1Ilty for, &.11funds, property,
and other aesets. The non-Federal enti-
ty must adequately safeguard &11assets
and assure that they are used solely for
authorized purposes. See §200.303 Inter-
nal controls.

(5) Comparison of expenditures with
budget amounts for each Federal
award.
(6) Written procedures to implement

the requirements of §200.305 Payment.
(1) Written procedures for deter-

mining the allowab1lity of costs in ac-
cordance with Subpart E---{Jost Prin-
ciples of this part and the terms and
conditions of the Federal award.

§2OO.sos Internal controk.
The non-Federal entity must:
(6) Establish and maintain effective

internal control over the Federal
award that provides reasonable assur-
anee that the non-Federal entity is
managing the Federal award in compli-
ance with Federal statutee, regula-
tions, and the terme and conditions of
the Federal award. TheBe1nternal con-
trols should be in compliance with
guidance in "Standards for Internal
Control in the Federal Government"
issued by the Comptroller General of
the United States or the "Internal Con-
trol Integrated Framework", iBBuedby
the Committee of Sponsoring Organiza-
tions of the Treadway CommiBBion
(COSO).
(b) Comply with Federal statutes,

regulations, and the terms and condi-
tions of the Federal awards.
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(c) Evaluate a.nd monitor the non-
Federal entity's compl1a.ncewith stat-
utes, regulations a.nd the terms and
conditione or Federal awards.

(d) Take prompt action when in-
stances or noncomplia.nce are ident1!1ed
including noncomplla.nce ident1fied in
audi t findings.

(e) Take reasonable measures to B&fe-
pard protected personally identifiable
information and other informa.tion the
Federal a.warding a.gency or pass-
through entity designa.tes as sensitive
or the non-Federal entity considers
sensitive coneistent with applfcable
Federal, state, local, a.nd tribal laws re-
garding privacy a.nd obl1gations or con-
fldential1ty.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76883, Dec. 19, 2014J

f 200.304 Bonds.
The Federal awarding agency may in-

clude a provision on bonding, insur-
ance, or both in the foHowing cir-
cumstances:

(a) Whsre the Feder&1 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 insura.nce if the bonding and insur-
ance requirements of the non-Federal
entity are not deemed adequate to pro-
tect the interest of the FederaJ Govern-
ment.

(b) The Federal awarding agency may
require adequate fidelity bond coverage
where the non-Federal entity laoks sur-
fiCient coverage to protect the Federal
Government's interest.
(0) Where bonds are required in the

situations described above, the bonds
must be obt&ined from compa.nies hold-
ing certificates or authority as accept-
able sureties, as prescribed in 31 CFR
Part 223, "Surety Companies Doing
Busine88with the United States."

§ 200-305 Payment.

(a) For states, payments are gov-
erned by Treasury-State CMIA·agree-
ments and default procedures codified
at 31 CFR Part 205 "Rules a.nd Proce-
dures for Ettlcient Federal-State Funds
Transfers" and TFM 4A-2000 Overall
Disbursing Rules for All Federal Agen-
cies.

§200.305

(b) For non-Federal entities other
than states, payments methods must
minimizs the time elapsing between
the tra.nsfer of funds from the United
States Treasury or the pase-through
entity and the disbursement by the
non-Federal entity whether the pay-
ment is made by electronic funds
tra.nsfer, or Issuance or redemption or
cbecks, warrants, or payment by other
means. See also 1200.302 Fina.ncial
management paragraph (b)(6). Except
as noted elsewhere in this part. Federal
agencies must require recipients to use
only OMB-allproved standiLrd govern-
mentwtde information oollection re-
quests to request payment.
(1) The non-Federal entity must be

paid in advance, provided it maintains
or demonstrates the willingness to
maintain both written procedures tha.t
minimize the time elapsing between
the transfer of funds and disbursement
by the Don-Federal entity, and fina.n-
cia 1 management systems that meet
the standards for fund control and ac-
countability as established in th1s part.
Adva.ncepayments to a non-Federal en-
t1ty must be lim1ted 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 as is adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity
for direot program or project costs and
the proportiona.te share of a.ny allow-
able indirect costs. The non-Federal
entity must make timely payment to
oontraotors in accordance with the
contract provisione.

(2) Whenever possible, adva.nce pay-
ments must be consolidated to cover
a.nticipated oub needs for all Federa.J
awards made by the Feder&1awarding
agency to the recipient.

(I) Adva.ncepayment mecha.nisms in-
clude, but. are not limited to, Treasury
check and electronic funds transfer and
must comply with appl1ca.bleguidance
in 31 CFR part 208.

(11)Non-Federal entities must be au-
thorized to submit requests ror advance
payments and reimbursements at Jeast
monthly when electronic fund transfers
are not used, and aBoften as they like
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when electronio transfers are used, in
accordance with the provisions of the
Eleotronic Fund Transfer Act (15
U.S.C. 1698-1693r).
(3) Reimbureement is the preferred

method when the requirements in para-
graph (b) cannot be met, when the Fed-
eral awarding agenoy sets a spec1fic
condition per 1200.207SpecifiC condi-
tions, or when the non-Federal entity
requests payment by reimbureement.
Thill method may be used on any Fed-
eral award for construction, or if the
major portion of the construct1on
project 1s accompl1shed through pri-
vate market financing or Federal
Ioans, and the Federal award con-
stitutes a.minor portion of the project.
When the reimbureement method 1s
used. the Federal awarding agency or
pa.ss-through entity must make pay-
ment within 30 calendar days a.fter reo
ceipt of the billing, unless the Federal
awa.rd1ngagency or pass-through enti-
ty reasonably believes the request to
be improper.
(4) If the non-Federal entity cannot

meet the criteria for advance payments
and the Federal awarding agency or
pass-through entity has determined
that relmbureement is not feasible be-
cause the non-Federal entity lacks suf-
ficient working capital, the Federal
awarding agency or pass-through enta-
ty may provide cash on a working cap-
ital advanoe basis. Under thls proce-
dure. the Federal awarding agency or
pass-through entity must advance cash
payments to the non-Federal entity to
cover its estimated disbursement needs
for an initial period generally geared
to the non-Federal entity's disbursing
cycle. There~r, the Federal award-
ing agency or pass-through entity must
reimburse the non-Federal entity for
its actual cash cllsbursements. Use of
the working capital advance method of
payment requires that the pass-
through entity provide timely advance
payments to any subreciptenta in order
to meet the subreciplent's actual C8.Ilh
disbursements. The working capita.l 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
interest earned on such funds before re-
questing additional cash payments.
(6)Unless otherw1se required by Fed-

eral statutes, payments for allowa.ble
costs by non-Federa.l entities must not
be withheld at any time during the pe-
riod of performance unless the condi-
tions of 9200.20'7 Speclflc cond1tions,
Subpart D-Post Federal Awa.rd Re-
quirements of this part, 200.338 Ram-
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.
on The non-Federal entity is delin-

quent in a debt to the United States as
defined in OMB Guidance A-I29, "Poli-
cies for Federal Credit Programs and
Non-Tax Receiva.bles." Under such con-
ditions, the Federa.l awarding agency
or pass-through entity may, upon rea-
sonable notice, inform the non-Federal
entity that payments must not be
made for obligations incurred after a
specifled date until the conditions are
corrected or the indebtedness to the
Federa.l Government is l1quidated.
(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
suspended, payment adjustments will
be made in accordance with 1200.342 Ef-
fects 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
pa.yment must be made when the nOD-
Federal entity a.ctua.lly disburses the
withheld funds to the contractors or to
escrow accounts establlshed to assure
satisfactory completion of work.
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(7) Standards governing the use of
banks and other institutione as deposi-
tories of advance payments under Fed-
eral awards are a.efollows.
(1) The Federal awarding agency and

pass-through entity must not require
separate depository accounts for funds
provided to a non-Federal entity or es-
tablish any eligibility requirements for
depositories for funds provided to the
non-Federal entity. However. the non-
Federal entity must be able to account
for the receipt. obligation and expendi-
ture of funds.

(11) Advance payments of Federal
funds must be deposited and main-
tained in insured accounts whenever
possfble.

(8) The non-Federal entity must
maintain advance payments of Federal
awards in interest-bearing acoounts,
unless the following apply.

(i) The non-Federal entity receives
less than $120.000in Federal awards per
year.

(11)The beet reasonably available in-
terest-bearing account would not be ex-
pected to earn intereet 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 '!-Ddnon-Federal cash
resources.

(iv) A foreign government or banking
Bystem prohibits or precludes interest
bearing accounts.

(9) Interest earned amounts up to $500
per year may be retained by the non-
Federal entity for administra.tive ex-
pense. Any additional intereet earned
on Federal advance payments deposited
in interest-bearing accounts must be
remitted annually to the Department
of Health and Human Services Pa.y-
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
(otten referred to as "addenda reoords"
by Financial Instrtuttona) 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 a-

§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: 051036'106
Account number: llO3000
Bank Name aDd Location: Credit Gateway-

ACE Receiver St. Paul, MN

(ii) For Fedwire ReturnB*:
Routin&' Number: O21ll3OllO§
Account number: 75010501
Bank Name and Location: Federal Reserve

Bank Treaa NYClFllIlds Transfer Division
New York, NY

(* Please DOte organization initiating pay-
ment Is l1kelY to incur & charge from your
Financial Institution for this type of pay.
ment)

(111)For International ACHReturns:
Beneficiary Account: Federal Rllllel'VeBank

of New YorkllTS (FRBNYIlTS)
Bank: Citib&nk N.A. (New York)
Swift Code: CITIUS33
Account Number: 36838868
Bank Addre88: 388 Greenwich Street, New

York. NY lOCllS USA
Payment Detalls (Line 70): Agency
Name (abbreviated when po88.lble) and ALe

Agency POC: Michelle Haney, (SOl) 492-5065

(iv) For recipients that do not have
electronic remittance capabil1ty,
please make check- payable to: "The
Department of Health and Human
Services. "

Mail Check to Treaeury approved lookbox:
BRS Program Support Center, P.O. Box

630231, Atlanta, GA 30353-0231
(*. Pleaee allow 4-a weeks for JlI'0068Sfngof a
payment by check to be applied to the appro-
priate PHS account)

(v) Any additional information/1n-
structions may be found on the PMS
Web Bite at http://www.dpm.psc.govl.

[78 FR 78608, Dec. 36, 2013, as amended at 79
FR 75888. Dec. 19, 2OH]

§200.306 Cost shariDl' or matching.
(a) Under Federal research proposals,

voluntary committed COBtsharing Is
not expected. It cannot be used as a
factor during the merit review of appli-
cations or proposals, but may be con-
sidered if it Is both in accordance with
Federal awarding agency regulations
and specified in a notice of funding op-
portunity. Criteria for considering vol-
untary committed cost sharing and
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any other program policy factors that
may be used to determine who may re-
ceive a Federal award must be ezplfc-
Itly described in the notice of fUnding
opportunity. See a.lso§§2OO.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:
(I) Are verifiable from the non-Fed-

eraI entity's records;
(2) Are not inoluded as contributions

for any other Federal award;
(a) 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,
exoept where the Federal statute au-
thorizing a program speoifically pro-
vides that Federal fUnds made avail-
able for such program can be applied to
matching or cost sharing requirements
of other Federal programs:
(6) Are provided for in the approved

budget when required by the Federal
awarding &genoy;and
(7) Conform to other provisions of

thiB 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
a.gency. Unrecovered indirect cost
means the difference between the
amount charged to the Federal award
and the amount which could ha.ve 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 a.gen-
cy autborizes the non-Federa.l entity to
donate buildings or land for construe-
tionJfa.cilitles 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-
eraJ entity's acoounting records at the
time of donation.
(2) The current fair market value.

However. when there is sufficient jus-
tification, the Federal awa.rd1ng&gen-
cy may approve the use of the current
fair market value of the dona.ted prop-
erty. even if it exceeds the value de-
scribed in (1)above at the time of dona-
tion.
(e) Volunteer services furnished by

third-party professlona.l and technical
personnel. consultants, a.nd other
skilled and unsk1lled 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 organization'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 sk1ll(s) for which the
employee Is normally paid. Where do-
nated services are treated as indirect
costs, indirect cost rates will separate
the value of the donated services so
that reimbursement for the dona.ted
services will not be made.
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(g) Donated property from third par-
ties may include such Items &8 equip-
ment, office supplies, laboratory sup-
plies, or workshop and olassroom sup-
pl1es. Value asseBBedto donated prop-
erty included in the cost sharing or
matching share must not exoeed the
fair market value of the property at
the time of the donation.
(h) The method used for determining

cost sharing or matcb1llg 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
&.ward,if pa.ragra.ph (h)(l) or (2) of this
section applies.
(1) If the purpose of the Federal

award is to &8sist the 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) If 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 buHdings
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 Cons1der-
attons for selected items of cost.
(i) 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 fair mar-
ket value at the time of donation to
the non-Federal entity as established
by an independent appraiser (e.s.. cer-
tified real property appraiser or Gen-
eral Services Administration rep-
resentative) and certified by a reepon-
sible official of the non-Federal entity
as requ1red by the Uniform Relocation
Assistance and Real Property Acquisi-
tion Policies Act of 1970, as amended,
(42 U.S.C. 4601-4665) (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.

§2OO.307

(3) The value of donated space must
not exceed the fa-ir rental value of com-
parable space as established by an inde-
pendent a.ppra.1salof comparable space
and fac1l1t1es in a privately-owned
building In the same 10cal1ty.
(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 IHEs, 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 7S608.Dec. 26, 2013. as amended at 79
FR 75883,Dec. 19, 2014]

t 200.307 Prop-am income.
(a) General. Non-Federal entities are

encouraged to ea.rn income to defray
program costs where appropriate.
(b) Cost of generating prO{lTam income.

If authorized by Federal regulatiOns or
the Federal award, costs incidental to
the generation of program Income may
be deducted from gross income to de-
termine program Income, provided
these oosts have not been oha.rged to
the Federal award.
(c) Governmental Tevenues. Taxes, spe-

cial aBsBl58ments, levies, fines, and
other such revenues raised by a non-
Federal entity are not program income
unless the revenues are specifically
identified in the Federal award or Fed-
eral awa.rding agency regulatdons as
program income.
(d) Property. Prooeeds from the sale

of real property, equipment, or supplies
are not program income; such proceeds
will be handled in accordance with the
requirements of Subpart D-Post Fed-
eral Awa.rdRequirements of this part,
Property Standards 11200.311 Real prop-
erty, 200.818 Equipment, and 200.814
Supplies, or as specifically identified In
Federal statutes, regulations. or the
terms and oonditions of the Federal
award.
(e) Use of pTO{lTam income. If the Fed-

eral awarding agency does not specify
In 1ts regulations or the terms and con-
ditions of the Federal award, or give
pI10r approval for bow program income
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is to be used, paragraph (e)(I) of this
section must apply. For Federal awards
made to IHEs and nonprofit research
institutions, if the Federal awarding
agency does not specify in ite regula-
tions or the terms and conditions of
the Federal a.wardhow program Income
is to be used, paragraph (e)(2) of th1s
section must apply. 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 subreciplents and be-
tween the sources, kinds, or amounta
of income. When the Federal awarding
agency authorizes the approaches in
paragraphs (eX2)and (3) of this section,
program income In excess of any
amounts spec1f1ed must also be de-
ducted from expenditures.

(1) Deduction. Ordinarily program in-
come must be deducted from total al-
lowable coste to determine the net al-
lowable costs. Program income must be
used for current costs unless the Fed-
eral awarding agency authorizes other-
wise. Program income that the non-
Federal entity did not anticipate at the
time of the Federal a.wardmust be used
to reduce the Federal award and non-
Federal entity contributions rather
than to increase the funds committed
to the project.
(2) Acldition. With prior approval of

the Federal awarding agency (except
for IHEs and nonprofit research insti-
tutions, as described in paragraph (8) 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) Oost sharing or matchlng. With
prior approval of the Federal awarding
agency, program income may be used
to meet the cost sharing or matching
recuirement of the Federal award. The
amount of the Federal award remains
the same.

(f) Income after the period of perform-
ance. There are no Federal require-
ments governing the disposition of in-
come earned after the end of the period
of performance for the Federal award,
unless the Federal awarding agency
regula.tions or the terms and condi-
tions of the Fedsral award provide oth-

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

erwise. The Federal awa.rd1ng agency
may negotiate agreements with recipi-
ents regarding appropriate uses of in-
come earned after tbe period of per-
fonnance as part of tbe grant closeout
process. Bee also §200.343 Closeout.
(g) Unless tbe Federal statute, regu-

lations, or terms and conditions for tbe
Federal award provide otherwise. tbe
non-Federal entity has no obligation to
the Federal awa.rding agency with re-
spect to program income earned from
license feee and royalties for copy-
righted material, pa.tents, patent appli-
cations, trademarts, and inventions
made under a Federal award to which
S'7 CFR part 401. "Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Awards, Contracte and Coopera-
tive Agreements" is applicable.
[78 FR 78608, Dec. 26, 2018, a.s amended at 79
FR 75884. Dec. 19. 2014J

§200.308 BevlBiOD of budcet and pro-
pam plana.

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

devia.tions from budget or project scope
or objective, and request prior approv-
als from Federal awarding agencies for
budget and progra.m plan revisions, in
accordance with thiB sectdon.
(c) For non-construction Federal

awards. recipients must request prior
a.pprovals from Federal awarding agen-
cies for one or more of the following
program or budget-related reasons:
(1) Change in tbe scope or the objec-

tive of the project or program (even if
there is no associated budget revision
requiring prior written approva.l).
(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
the Federal awarding agency, of costs
that require prior approval in accord-
ance with Subpart E--Cost Principles
of this part or 45CFR part 75Appendix
IX, "Principles for Determining Costs
Applicable to Research and Develop-
ment under Awards and Contraots with
Hospitals," or 48 CFR part 81, "Oon-
traot Cost Prinoiples and Prooedures,"
as applicable.

(5)The transfer of funds budgeted for
partioipant support costs as defined in
5200.75 Participant support oosts to
other categories of expense.

(6) Unless described in the appUca·
tion and funded in the approved Fed-
eral awards, the Bubawarding, transfer-
ring or contracting out of any work
under a Federal award, including fixed
amount subawards as described in
§200.332Fixed amount subawards. This
provision does not apply to the aoquisl-
tion of eupplies, material. equipment
or general support services.

(7) Changes in the approved cost-
sharing or matching provided by the
non-Federal entity. No other prior ap-
proval requirements for specific items
may be imposed unless an exception
has been approved by OMB. See also
§§200.102Exceptions and 200.407Prior
written approval (prior approval).

(8) The need arises for additional
Federal funds to complete the project.

(d) Except for requirements listed in
para.graph (c)(I) of this section, the
Federal awarding agency is authorized,
at its option, to waive prior written ap-
provals required by paragraph (0) this
section. Such waivers may include au-
thorizing recipients to do anyone or
more of the following:

(1) Incur project costs 90 calendar
dayS before the Federal awarding agen-
cy makes the Federal award. Expenses
more than 90 calendar days pre-award
require prior approval of the Federal
awarding agency. All costs incurred be-
fore the Federal awarding agency
makes the Federal award are at the re-
Cipient's risk (i.e., the Federal award-
ing agency is under no obligation to re-
imburse such costs if for any reason
the reoipient does not receive a Federal
award or if the Federal award is lees
than anticipated and inadequate to

5200.308

cover such costs). See also §200.45BPre-
award costs.

(2) Initiate a one-time exteneion of
the pertod of performance by up to 12
months unless one or more of the con-
ditions outlined in JI&l"agraphs(d)(2)(i)
through (111)of this section apply. For
one-time extensions, the recipient
must notify the Federal awarding
agency 1n wr1ting with the Bupporting
reasons and rev1sed period of perform-
ance at least 10 calendar days before
the end of the period of performance
specified in the Federal award. This
one-time extension may not be exer-
cised merely for the purpose of using
unobl1gated balances. ExtenSions re-
quire expliCit prior Federal awarding
agency approval when:

(i) The terms and conditions of the
Federal award prohibit the extension.

(11)The extenston requires additional
Federal funds.

(11i) The extenBion involves any
change in the approved objectives or
scope of the project.

(3) Carry forward unobligated bal-
ances to subsequent periods of perform-
ance.

(4) For Federal awards that support,
research, unless the Federal awarding
agency provides otherwise in the Fed-
eral award or in the Federal awarding
agency's regulations. the prior ap-
proval requirements described in para-
graph (d) are automatically waived
(i.e., reoipients need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (d)(2) ap-
plies.

(e) The Federal awarding agency
may. at its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for Federal awards in which the Fed-
eral share of the project exceeds the
Stmpl1f'1edAcquisition Threshold and
the cumulative amount of such trans-
fers exceeds or 1s 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 appropriation to be used
for purposes other than those con-
sistent w1th the approprtatton.

(I)All other changes to non-construc-
tion budgets, except for the changes de-
scribed in paragraph (0) of this section.
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do not require prior approval (see also
1200.407 Prior written approval (prior
approval».
(g) For construction Federal awards.

the recipient must request prior writ-
ten approval promptly from the Fed-
eral awarding agency for budget revi-
sions whenever paragraph (g}(l), (2), or
(3) of this section applies.

(1) The revision results from cha.D.ges
in the scope or the objective of the
project or program.
(2) The need arises for additional

Federal funds to complete the project.
(3) A revision is desired which in-

volves specific costs for which prior
written approval requirements may be
imposed consistent with applicable
OMB cost principles listed in Subpart
E-Cost Principles of this 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 ma.king any
fund or budget transfere between the
two types of work supported.
(h) When requesting approval for

budget revisions, the recipient must
use the same format for budget infor-
mation that was used in the applica-
tion, unless the Federal awarding agen-
cy indicates a letter of request suffices.
(i) W1thin 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 30 calendar days, the Federal
awarding agency must inform the re-
cipient in writing of the date when the
recipient may ex.pectthe decision.
['18 FR 78608, Dec. 26, 2013, as amended at 79
FR 75884. Dec. 19. 2014]

1200.309 Period of perfonJUlnce.
A non-Federal entity ma.y charge to

the Federa.l award only allowable costs
incurred during the period of perform-
ance (except as described in 1200.461
Publication and printing costs) and

2 CFR Ch. " (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 awa.rding
agency or pass-through ent1ty.
['18 FR 78608, Dec. 26, 2013, as amended at 79
FR 75884. Dec. 19. 20141

PROPERTY STANDARDS

§2000310 lDaurance coverage.
The non-Federal entity must, at a

minimum, provide the equivalent in-
surance coverage for real property and
equipment acquired 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.

1200.311 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 will be
used for the oril:'lnally 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) Impo!ition. When real property is

no longer needed for the originally au-
thorized purpose, the non-Federal enti-
ty must obtain disposition instructions
from the Federal awarding agenoy or
pass-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 awa.rding
agency will be computed by applying
the Federal awarding agency's percent-
age of participation in the cost of the
original purchase (and costs of any im-
provements) to the fair market value
of the property. However, in those situ-
ations where the non-Federal entity is
disposing of real property acquired or
improved with a Federal award and ac-
quiring replacement rea.l 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-
plaoement property.
(2) Sell the property and compensate

the Federal awarding agency. Tbe
amount due to the Federal awarding
agency will be calculated by applying
the Federal awarding agency's peroent-
age of partlcIpat10n in the cost 01 the
original purchase (and cost of any im-
provements) to the proceeds of the sale
after deduction of any actual and rea-
sonable sellliig and fixing-up expenses.
If the Federal award bas not been
closed out, the net proceeds from sale
mILYbe offset against the original cost
of the property. When the non-Federal
entity i8 directed to sell property, sales
procedures must be followed that pro-
vide for competition to the extent
practicable and result in the highest
poss1ble return.
(3) Tra.nsfer title to the Federal

awarding agency Dr to a third party
deeignatedJapproved by the Federal
awarding agency. Tbe non-Federal en-
tity is entitled to be paid an amount
oalculated by applying the non-Federal
entIty's percentage of partic1patIon 1n
the purchase of the real property (and
cost of any improvements) to the cur-
rent fair market value of the property.
[78 FR 78608.Dec. 26. 3113. as amended a.t 79
FR 75884. Dec. 19, 2014]

§200.312 FederaDy-Gwned and exempt
property.

(a) Title to federally-owned property
remains veeted in the Federal Govern-
ment. The non-Federal entity must
submit annually an inventory listing of
federally-owned property in its 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 Federal awarding agen-
cy for fUrther Federal agenoy ut1llza-
tion.
(b) If the Federal awarding agency

has no further need for the property, it
muet declare the property excess a.nd
report it for disposal to the appropriate
Federal disposal authority, unless the
Federal awarding agency has statutory
authority to dispose of the property by
alternative methods (e.g., the author-
Ity provided by the Federal Technology
Transfer Act (15 U.S.C. 3710 (1)) to do-
nate research equipment to edu-

§2OO.313

cational and non-profit organizations
in accordance with Executive Order
12999, "Educational Teohnology: Ensur-
ing Opportunity for All Cb1ldren 1n the
Next Century. "). The Federal awarding
agency must issue appropriate 1netruc-
tlone 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. Aheent statu-
tory authority and epectfic terme and
conditions of the Federal award, title
to exempt federally-owned property ac-
quired under the Federal a.ward re-
ma.in8with the Federal Government.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR '15884,Dec. 19. 2014]

UOO.SIS Equipment.
See also §200,439 Equipment and

other capital expenditures.
(a) Title. Subjeot to the obliga.tions

and conditioIlB set forth 1n this section.
title to equipment acquired under a
Federal award will vest upon acquilli-
tion in the non-Federal entity. Unless
a etatute specifioally authorizes the
Federal agency to vest title in the non-
Federal entity without further obliga.-
tion to the Federal Government, and
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 projeot during the
period of performance, or until the
property is no longer needed for the
purpoees of the project.
(2) Not encumber the property with-

out approval of the Federal awarding
agency or pass-through entity.
(3) Use and dispoee of the property 1n

accordance with paragraphs (b), (0) and
(e) of this section.
(b) A state must use, manage and dis-

pose of equipment acquired under a
Federal award by the state In accord-
ance with state laws and procedures.
Other non-Federal entities must follow
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paragraphs (c) through (e) of this see-
t1on.

(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 must not
encumber the property without prior
approval of the Federal awarding agen-
cy. When no longer needed for the
original program or project, the equip-
ment may be used in other activities
supported by the Federal awa.rding
agency, in the following order of pri-
ority:

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

(ii) Activities under Federal awards
from other Federal awarding agencies.
This includes consolidated equipment
for information technology l!Y8tems.

(2)During the time tha.t equipment is
used on the project or program for
which it was acquired. the non-Federal
ent1ty must also make equipment
available for use on other projects or
programs currently or previously sup-
ported by the Federal Government,
provided that such UBewill not inter-
fere with the work on the projects or
program for which 1t was originally ac-
quired. First preference for other use
must be given to other programs or
projects supported by Federal awarding
agency that financed the equipment
and second preference must be given to
programs or projects under Federal
awards from other Federal awarding
agencies. Use for non-federally-funded
programs or projects is also permis-
sible. User fees should be considered if
appropriate.

(3) Notwithstanding the encourage-
ment in §200.307Program income to
earn program income. the non-Federal
entity must not use equipment ac-
quired with the Federal award to pro-
vide services for a fee that is less than
private companies oharge for equiva-
lent services unless specifically author-
ized by Federal statute for as long as
the Federal Government retains an in-
terest in the equipment.

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

2 CFR Ch. II (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 requiremetus. Proce-
dures for managing equipment (includ-
ing replacement equipment). whether
acquired in whole or in part under a
Federal award, until disposition takes
place will. as a minimum, meet tbe fol-
lowing requirements:

(1) Property records must, be main-
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, thll acquisition
date, and cost of the property. percent-
age of Federal participation in the
project costs for the Federal award
under which the property was acquired,
the Iocatton, use and condition of the
property. and any ultimate disposition
da.ta 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 a.dequate 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 Bell tbe prop-
erty, proper sales procedures must be
established to ensure the highest pos-
sible return.

(e) Disposition. When original or re-
placement equipment acquired under a
Federal award is no longer needed for
the original project or program or for
other activities currently or previously
supported by a Federal awarding agen-
cy. except as otherwise provided in
Federal statutes, regulatiOns, or Fed-
eral awarding agency disposition in-
structions. the Don-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 ma.de as follows. in
accordance with Federal awarding
agency disposition instructions:
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(1)Items of equipment with a current
per unit fair market value of $5,000 or
less may be retained, sold or otherwise
disposed of with no further obligation
to the Federal awarding agency.
(2) Except as provided in §200.312 Fed-

erally-owned and exempt property,
paragraph (b), or if the Federal award-
ing agency fails to provide requested
disposition instructions \\'ithin 120
days, items of equipment, with a cur-
rent per-unit fair-market value in ex-
cess of $5,000 may be retained by the
non-Federal entity or sold. The Federal
awarding agency is entitled to an
amount ca.lculated 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 purchase. If the equip-
ment is sold, the Federa.J awarding
agenoy may permit the non-Federal en-
tity to deduct and retain from the Fed-
eral sha.re $500 or ten percent of the
proceeds, whichever is Iess, for its sell-
ing and handling expenses.
(3) The non-Federa.l entity may

tra.nsfer 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 ror its attrib-
utable percentage of the current fair
market value of the property.
(4)In cases where a non-Federal enti-

ty fails to take appropriate disposition
actions, the Federal awarding agency
may direct the non-Federal enti ty to
take disposition actions.
[78 FR 78608,Dec. 26, 2013, as amended at '19
FR 76884,Dec. rs, 20141
1200.314 Supplies.
See also §200.453 Materials and sup-

plies costs, including costs of com-
puting devices.
(a) Title to supplies will vest in the

non-Federal entity upon acquisition. If
there Is a residual inventory of unused
supplies exceeding $5,000 in total aggre-
gate value upon termination or com-
pletion of the project or program and
the supplies are not needed for any
other Federal award, the non-Federal
entity must retain the supplies for use
on other a.ctivities or sell them, but
must, in either case, compensate the
Federal Government for its share. The
amount of compensation must be com-

§200.315

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

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

§200.3115 IntangJole property.
(a) Title to 1ntangible property (see

§200.59 Intang1ble 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 orig1naJly-author1zed
purpose, and must not encumber the
property without approval of the Fed-
eral awarding agency. When no longer
needed for the originaJly authorized
purpose, disposition of the intangible
property must occur in accordance
with the provisions in 1200.318 Equip-
ment paragraph (e).
(b) The non-Federal entity may copy-

right any work that is subject to copy-
right and was developed, or for which
ownership was acquired, under a Fed-
eral award. The Federal awarding agen-
cy reserves a royalty-free, nonexclu-
sive and irrevocable right to reproduce,
publiBh, or otherwise use the work for
Federal purposes, and to authorize oth-
ers to do so.
(c) The non-Federal entity is subject

to appUcable regulations governing
patents and inventions, including gov-
ernmentwide regulations Issued by the
Department of Commerce at 37 CFR
Part 401, "Rlghts 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 tbe data prOduced under a
Federal award; and
(2)Authorize others to receive, repro-

duce, publfsh, 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
awa.rd that were used by the Federal
Government in developing an agency
action that bas the force a.nd effect 01
law, the Federal a.warding agency must
request, and the non-Federal entity
must provide. within a reasonable
time, the research data so that they
can be made available to the public
through the prooedares established
under tbe }<'OlA.If the Federal awa.rd-
ing agency obtains the research data
solely in response to a FOrA request,
the Federa.l awarding agency may
charge the requester a reasona.ble fee
equaling the full incremental cost of
obtaining the resea.roh data.. This fee
should reDect costs incurred by the
Federal agency a.ndthe non-Federal en-
tity. This fee is in addition to any fees
the Federal aw&.rdtngagency may as-
sess under the FOIA (5 U.B.C.
552(a)(4)(A)).
(2)Published research findings means

when:
(i) Research findings are published in

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

ficially cites the resea.rch 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 roroe and
effect of law" is defined as when an
agency publicly and omcially cites the
research findings in support of an agen-
cy action that has the force and effect
of law.
(3)Research data means the recorded

factual material commonly accepted in
the scientific community as necessa.ry
to validate research findings, but not
any of the following: preUminary anal-
yses, drafts of scientific papers, plans
for future research, peer reviews. or
oommunications with colleagues. This
"recorded" material excludes physical
objects (e.g., laboratory samples). Re-
search data also do not include:
(i) Trade secrets, commercial infcr-

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

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

(11)Personnel and medical informa-
tion and similar information the dis-
closure of which would constitute a
clearly unwa.rra.nted invasion of per-
sonal prive.cy, such as information that
could be used to identify a particular
person in a research study.
['18FR 78608, Dec.26, 2013, as amended a.t 79
FR 75884. Dec. 19, 2014]

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

gible property, tha.t a.re acquired or im-
proved with a Federal award must be
held in trust by the non-Federal entity
as trustee for the benefici&.r1esof the
project or program under which the
property was acquired or improved.
Tbe 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 has been acquired or improved
with a Federal award and that use and
disposition conditions apply to the
property.

PROCUREMENT STANDARDS

§200.317 Procurements by .tatea.
When procuring property and eerv-

ices under a Federal awa.rd, a state
must follow the same polioies and pro-
cedures 1t uses for procurements from
its non-Federal funds. The state will
comply with §200.322Procurement of
recovered materials a.nd ensure that
every purchase order or other contract
Includes any clauses required by sec-
tion §200.326Contract provisions. All
other non-Federal entities, including
subrecipients of a state, will follow
11200.318General proourement stand-
a.rds through 200.826Contract provi-
sions.

§200.318 General procurement stand·
arde.

(a) The non-Federal 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 tha.t oontrac-
tors perform in accordance with the
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terms, conditions, and specifications of
their contracts or purchase orders.
(c)(1) The non-Federal entity must

maintain written standa.rds 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-
istratlon 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, offloer, or agent, any
member of his or her immediate fam-
ny, his or her partner, or an organiza-
tion which employs or Is about to em-
ploy any of the parties indicated here-
In, has a f1na.nclal 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 solicit
nor accept gratuities, favors, or any-
thing of monetary value from contrac-
tors or parties to subcontracts. How-
ever, non-Federal entities may set
standards 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 applied for violations of such
standards by omcen, employees, or
agents of the non-Federal entity.
(2) If the non-Federal entity has a

parent, affiliate, or subsidiary organi-
zation that ie not a state, local govern-
ment, or Indian tribe, the non-Federal
entity must aleo maintain written
etandarde of conduct oovering organi-
zational coni1lcts of 1nterest. Orga.niza-
tional conflicts of interest means that
because of relationships with a parent
company, affiliate, or subsidiary orga-
nisation, the non-Federal entity Is un-
able or appears to be unable to be im-
partial In conducting a proourement
action Involving a related organiza.-
tion.
Cd)The non-Federal entity's proce-

dures must avoid acquisition of unnec-
essary or duplicative Items. Consider-
ation should be given to consolidating
or breaking out procurements to ob-
tain a more economical purchase.
Where appropriate, an 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 cosHffective 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 appropriate 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 pnrchas1ng new
equipment. and property whenever such
use Is feasible and reduces project
costs.
(g) The non-Federal entity ts encour-

aged to use value engineering clauses
in contracts for construction projects
of sufficient size to offer reasonable op-
portunities for cost reductions. Value
engineering is a systematic and cre-
ative analysis of each contract item or
task to ensure that Its essential rune-
tlon is provided at the overall lower
cost.
(h) The non-Federal entity must

award contracts only to responsible
contractors possessing the ability to
perform successfully under the terms
and conditions of a proposed procure-
ment. Consideration will be given to
such matters as oontraotor integrity,
compliance with public pOlicy, record
of past performance. and flnancial and
technical resources. Bee also §200.212
Suspension and debarment.
(i) 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 contract type, oontractor
selection or rejection, and the basis for
the contract price.
m(l) 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 non-
Federal entity is the sum of:
(1) The actual cost of materials; and
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(ii) Direct labor hours charged at
rued hourly rates that reflect wages,
general and administrative 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
COBtcontrol or labor efficiency. There-
fore, each contract must Bet a ceiling
price that the contractor exceeds at it!!
own risk. Further, the non-Federal en-
tity awarding such a contract must as-
sert a high degree of oversight In order
to obtain rea.sonable a.ssuranoe tha.t
the contractor is using efficient meth-
ods and effective cost controls.

(k) The non-Federal entity alone
must be responsible, in accordance
with good adm1n1stmtive practice and
sound business judgment, for the set-
tlement of all contractual and admtnis-
trat1ve issues arising out of procure-
ments. These issues include, but are
not limited to. source evaluation, pro-
testa, disputea. and claims. These
standards do not relieve the non-Fed-
eral entity of any contractual respon-
sibilities under it!! contra.cts. The Fed-
eral awarding agency will not sub-
stitute it!! judgment for that of the
non-Federal entity unless the matter is
primarUy a Federal concern. Viola-
tions of law will be referred to the
local. state, or Federal authority hav-
ing proper jurisdiction.
[78 FR 7llOO8. Dec.26. 2018. &S amended at 79
FR 75884, Dec.19, 2014]

§ 200.818 Competition.
(a.) All procurement transactions

must be conducted in a manner pro-
viding full and open competition con-
sistent with the standards of this sec-
tion. In order to ensure objective con-
tractor performance and eliminate un-
fair competitive advantage. contrac-
tors that deve]op or draft Bpecil1ca-
tions. requirements. statements of
work, or invitations for bids or re-
quests for proposals must be excluded
from competing for such procurements.
Some of the situations considered to be
restrictive of competition Include but
are not 11mltedto:

(1) Placing unreasonable require-
ments on firms In order for them to
qualify to do business;

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

(2) Requiring unnecessary experience
and exceB8lvebonding;
(8) Noncompetitive pricing practices

between f'lrms or between a.ffillated
companies;

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

(5) Organizational conflicts of 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 tbe procurement; and
(7) Any e..rbitrary action in the pro-

curement prooese.
(b) The non-Federal entity must con-

duct procurements In a manner that
problbits tbe use of statutorily or ad-
ministratively Imposed state, local. or
tribal geographical preferences in the
evaluation of bids or proposals. except
in those cases where applicable Federal
statutes expreB8ly mandate or encour-
age geographiC preference. Nothing In
this section preempte state licensing
laws. When contracting for architec-
tura.l and engineering (AlE) services.
geographic location ma.y be a selection
criterion provided Its application
leaves an appropriate number of quali-
fied firms. given the nature and size of
the project, to compete for the con-
tract.

(c) Tbe non-Federal entity must have
written procedures for procurement
transactions. These procedures must
ensure that a.ll solicitations:
(1) Incorporate a clear and accurate

description of the technical require-
ments for the material. 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
necessary. must set forth those min-
imum essential characteristics and
standards to which it must conform if
it 1s to eatisfy its intended use. De-
tailed produot speCifications should be
avoided if at all possible. When it Is
impractical or uneconomical to make a
clear and accurate description of the
technical requirement!!, a "brand name
or equivalent" descrrptdon may be used
as a means to detlne the performance
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or other wient requirements of pro-
curement. The specific features of the
named brand which must, be met by of-
fers must be clearly stated; and
(2) Identify all requirements which

the ofIerors must fulfill and all other
factors to be used in evaluating bids or
proposals.
(d) Tbe non-Federal entity must en-

sure that all prequal1i1ed lists of per-
sons, firms, or products which are used
in acqlliring goods and services are cur-
rent and include enough qual1fied
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.
{'18FR 78608, Dec. 26, 2Ol8. a.e amended at 7S
FR 76885.Dec. 19. 2014]

§200.820 Methods of proclII'ement to
. befollowed
The non-Federal entity must use one

of the following methods of procure-
ment.
(a) Procurement by mtcro-purcnases.

Procurement by micro-purchase is the
acquisition of supplies or services, the
aggregate dollar amount of which does
not exceed the micro-purchase thresh-
old (1200.67 Micro-purchase). To the ex-
tent practioable, the non-Federal enti-
ty must distribute micro-purchases ec-
l1itably among qualified suppliers.
Micro-purchases may be aWlIl'dedwith-
out BOlic1tingcompetitive quotations if
the non-Federal entity oonsiders the
price to be reasonable.
(b) Procurement by small purchase

procedures. Small purchase procedures
are those relatively s1mple and infor-
mal procurement methods ror securing
services, suppl1es, or other property
that do not cost more than the S1m-
pl1i1edAcquiSition 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

§200.320

procuring construction, if the condi-
tions in pa.ra.graph(o){l) of this section
apply.

(1) In order for sealed bidding to be
feasible, the following conditions
should be present:
(i) A complete, adequate, and real-

iBtic specification or purcaaee descrip-
tion is available;
(11)Two or more responsible biddere

are wllliDg and able to compete sffec-
tively for the business; and
(11i)The procurement lends itself to a

firm fixed price contract and the selee-
t10n of the successful bidder can be
made principally on the basis of price.
(2) If sealed btds are used, the fol-

lOwingrequirements apply:
(1) Bids must be solicited from an

adequate number of known suppliers,
providing them sufficient response
time prior to the date set for opening
the bids, for state, local. and tribal
governments, the invitation for bids
must be publ1ca.llyadvertised;
(it) Tbe invitation for bids, which

will include any specifications and per-
tinent attachments, must define the
items or services in order for the bidder
to properly respond;
(11i)All bids will be opened at the

t1me and place prescribed in the invita-
tion for bids, and for local and tribal
governments. the bids must be opened
publicly;
(Iv) A firm fixed price oontract award

w1ll be made in writing 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 m detenn1n1ng wh1ch bid
is lowest. Payment discounts will only
be used to detennine the low bid when
prior experience tndtcatee that such
discounts are uSl1ally 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
proposals is nonnal1y conducted with
more than one source submitting an
offer, and either 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
publ1ci2'ed and identify aJI evaluation
factors and their relative importance.
Any response to publicized requests for
proposals must be considered to the
maximum extent practica.l;
(2) Proposals must be solicited from

an adequate number of qualified
sources;
(8) The non-Federal entity must have

a written method for conducting tech-
nical evaluations of the proposals re-
ceived and for selecting reoipients;
(4) Contracts must be awarded to the

reeponstble firm whose proposa! is
most advantageous to the program,
with price and other factors consid-
ered; and
(5) The non-Federal entity may use

competitive propoeal procedures for
qualifications-based procurement of ar-
chitectural/engineering (AlE) profes-
sional services whereby competitors'
qualifica.tions are evaluated and the
most qualified competitor is selected,
subject to negotia.tion of fair and rea-
sonable compensation. The method,
where price is not used as a selection
factor, CaD 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 1s procurement
through solicitation of a proposal from
only one source and may be used only
when one or more of the following ctr-
cumstances apply:
(1) The item ts avlfilable only from a

single source;
(2) The public exigency or emergency

for the requirement will not permit a
delay result1ng from competitive solic-
itation;
(8) The Federal awarding agency or

pass-through entity expressly author-
izes nonoompet1tive proposals in re-
sponse to a written request from the
non-Federal entity; or
(4) After solicita.tioD of a number of

sources, competition Is determined in-
adequate.
[78 FR 78608, Dec. 26. 201S, &'s amended at 79
FR 75885, Dec. 19. 2014]

2 CFRCh. II (I-I-IS Edition)

f 200.321 Contracting with lIJDaIland
minority busineAe5, women'. bufi·
Dell. eDterpri ••• and labor aurplus
area firms.

(a) The non-Federal entity must take
all necessary affirmative stepe to &.S-

sure that minority bustneesee, women's
business enterprises, aDd labor sorplus
area firms are used when posstble,
(b) Affirmative steps must include:
(1) Placing qualified small and mi-

nority businesses and women's business
enterprises on solicitation lists;
(2) Assuring that small and minority

bustnessee, and women's bustnesa 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 small and mi-
nority businesses, aDd women's busi-
ness enterprises;
(4) Establ1sh1ng delivery schedules,

where the requirement permits, which
encourage partiCipation by sma.11and
minority businesses, and women's busi-
ness enterprises;
(5) Using the services and assistance,

as appropriate, of such oTganUa.tions as
the SmaJI Business Adminietration and
the M1nority Business Development
Agency of the Department of Com-
merce; and

(6) ReQ.utr1ngthe prime contractor, if
subcontracts are to be let, to take the
affirmative steps listed in paragraphs
(1) through (6) of this section.

§200.822 Procurement of recovered
materials.

A non-Federal entity that is a state
agenoy or agency of a political subdivi-
sion of a state and its contractors must
comply with section 6002 of the Solid
Waste Disposal Act, as amended by the
Resource Conservat1on 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-
tteable, consistent with mainta.in1ng a
satisfactory level of competition,
where the purchase price of the item
exceeds $10,000 or the value of the
Quantity acquired during the preceding
fiscal year exceeded $10,000;procuring
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solid waste manaeement services in a
manner that maximizes energy and re-
source recovery; and establish1ng an af-
firmative procurement program for
procurement of recovered materials
Ident1f1edin the EPA guidelines.
['78 FR 78608. Dec. 26. 2013. &Il lLIIlended at 79
FR 76886. Dec. 19, 2OH]

t 200.333 ContJ'aet coat and price.
(a) The non-Federal entity must per-

form a cost or price analysis in connec-
tion with every procurement action in
excess of the Simplif1ed AcquisIt10n
Threshold including contract modinoa-
tione. The method and degree of anal-
ysis is dependent on the fa.cts sur-
rounding the particular procurement
situation, but as a starting point, the
non-Federal entity must make inde-
pendent estimates before receiving bids
or propoB&ls.
(b) The non-Federal entity must ne-

gotiate proftt as a separate element of
the prioe for each contract in which
there is no prioe competition and in all
cases where cost analysis is performed.
To establish a fair and reasonable prof-
it, consideration must be given to the
complexity of the work to be per-
formed, the risk borne by the con-
tractor, the contractor's investment,
the amount of subcontract1ng, 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 for contracts under the Federal
award are allowable only to the extent
that costs incurred or cost estimates
included in negotiated prices would be
allowable for the non-Federal entity
under Subpart E-Cost Principles of
this part. The non-Federal entity may
reference its own cost principles that
comply with the Federal cost prin-
ciples.
(d) The oost plus a percentage of cost

and percentage of construction cost
methods of contra.ctlng must not be
used.

§ 200.32-4 Federal BwardiD¥ agency or
pan-through eDtity reVIew.

(a) The non-Federal entity must
make available, upon request of the
Federal awarding agency or pass-
through entity, technical specifica-

§200.324

tions on proposed procurements where
the Federal awarding agency or pass-
through entity bel1eves such review is
needed to ensure tha.t the item or serv-
ice specified is the one being proposed
for a.cquisition. This review generally
will take place prior to the time the
specification is incorporated into a so-
licitation dooument. However, if the
non-Federal entIty desires to have the
review acoomplished after a SOlicita-
tion has been developed, the Federal
awarding agency or pass-through enti-
ty may still review the specifica.tions,
with such review ullually limited to the
technical aspects of the proposed pur-
chase.
(b) The non-Federal entity must

make available upon request, for the
Federal awarding agency or pass-
through entity pre-procurement re-
view, procurement documents, such as
requests for proposals or invitations
for bids, or independent cost estima.tes.
when:
(1) The non-Federal entity's procure-

ment procedures or operation fa.ils to
comply with the procurement stand-
ards in this part;
(2) The procurement is expected to

exceed the S1mpl1f1ed Acquisition
Threshold and is to be awarded without
competition or only one bid or offer is
received in response to a solicitation;
(3) The procurement, whioh is ex-

pected to exceed the Simpl1fied Acqui-
sition Threshold, specifies a "brand
name" product;
(4) The proposed contract is more

than the Simplllled Acquisition
Threshold and is to be awarded to
other than the apparent low bidder
under a sealed bid procurement; or
(.5)A proposed contract modincatton

changes the scope of a contract or in-
creases the contract amount by more
than the Simplified Acquisition
Threshold.
(c) The non-Federal entity is exempt

from the pre-procurement review in
paragraph (b) of this section if the Fed-
eral awarding agency or pass-through
entity determines that its procurement
systems comply with the standards of
this part.
(1) The non-Federal entity may re-

quest that its procurement system be
reviewed by the Federal awarding
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agency or paes-through ent1ty to deter-
mine whether its system meets these
standards in order for its system to be
certified. Generally, these reviews
must occur where there is continuous
high-dollar funding, and third party
contracts are awarded on a regular
basis;
(2) The non-Federal entity may self-

certify its procurement system. Such
self-cert1fication must not limit the
Federal awarding agency's right to sur-
vey the system. Under a self-certifi-
cation procedure, the Federal awarding
agency !!lay rely on written assurancee
from the non-Federal entity that it is
complying with these standards. The
non-Federal entity must cite specific
policies, procedures, regulations, or
standards as being in compliance with
these requirements and have its system
available for review. .

§200.825 Bonding requirements.
For construction or 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 awardlllg agency or pass-
through ent1ty has made a determina-
tton 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 lnBtrument accompanying a
b1d as assurance that the bidder will,
upon acceptance of the bid, execute
such contractual documents as may be
required within the time spec1f1ed.
(b) A performance bond on the part of

the contractor for 100 percent of the
contract price. A "performance bond"
is one executed in connection with a
contract to secure fulfillment of all the
contractor's obligations under such
contract.
(c) A pa.yment bond on the part cf 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 CFRCh. n (1-1-15 Edition)

of all persons supplying labor and ma-
terial in the execution of the work pro-
vided for in the contract.

§200.326 Contract provirdODll.
The non-Federal entity's contracts

must contain the applicable provisions
described in Appendix II to Part ~
Contract Provisions for non-Federal
Entity Contra.cts Under Federal
Awards.

PBRll'ORl4ANCE AND FINANCIAL
MO}o.'ITORINO AND REPORTING

§200.327 Financial reporting.
trnieee otherwise approved by OMB.

the Federal awarding a.gency may so-
licit only the standard, OMB-approved
governmentwide data elements for col-
lection of financial information (at
time of publicatton the Federal Finan-
cial Report or such future conecnone
as may be approved by OMBand listed
OIl the OMB Web Bite). This iIlforma-
tiOIl must be collected with the fre-
quency required by the terms and con-
ditions of the Federal award, but 110
less frequently than annually nor more
frequently than quarterly except in un-
usual circumstances, for example
where more frequent reporting is nec-
ell8&1'Yfor the effective moni taring of
the Federal award or could signifi-
cantly affect program outcomes, and
preferably in coordination with per-
formance reporting.

200.128 Monitorinf and reporting pro-
p-am perfol'lD8Dce.

(a) Monitoring bll the non-Federal enti-
ty. The lion-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
aesure compliance with applicable Fed-
eral requirements and performance ex-
pectations are being achieved. Moni-
toring by the non-Federal entity must
cover each program, functioll or activ-
ity. See also §2OO.331 Requirements for
pass-through entities.

(b) Non-construction performance re-
ports. The Federal- awarding agency
must UBestandard, OMB-approved data
elements for collection of performance
tnformatton (including performance
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progress reports, Research Perform-
ance Progress Report, or such future
collections es may be approved by OMB
and l1sted on the OMB Website).
(1) The non-Federal entity must sub-

mit performance reports at the inter-
val required by the Federal awarding
agency or pus-through entity to best
inform improvements in program out-
comes and produotivity. Intervals must
be no less frequent than annually nor
more frequent than quarterly except in
unusual ciroumstances, for example
where more frequent reporting is nee-
eS8&ryfor the effective monitoring of
the Federal award or could sign1fi-
ca.ntly aifeot 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 agency or pass-through enti-
ty may require annual reports before
the anniversary dates of multiple yea.r
Federal awards. The final performance
report w11l be due 90 calendar days
after the period of performance end
date. If a just1f1ed request 18submitted
by a. non-Federal entity, the Federa.l
agency may extend the due date Cor
any performance report.
(2) The non-Federal entity must sub-

mit performance reports using OMB-
approved governmentwide 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-
Iowing unless other collections are ap-
proved by OMB:
(1) A comparison of aotual accom-

plishments to the objectives of the
Federal award estabUsbed for the pe-
riod. Where the accomplisbments of
the Federa.l awa.rd can be quantified, a
computation of the cost (for example,
related to units of accomplishment)
may be required if that information
will be useful. Where performa.nce
trend data and analYBis would be in-
formative to the Federal awarding
agency program, the Federa.l awarding
agency should include this as a per-
formance reporting requirement.
(ii) The reasons why established

goals were not met, jf appropriate.

§2oo.329

(iii) Additional pertinent information
including, when appropriate, analysis
and explanation of cost overruns or
high unit COBts.
(c) Construction performance 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 entitles to monitor progress
under Federal awards and subawards
ror construction. The Federal awarding
agency may require additional per-
formance reports only when coneldered
necessary .
(d) Significant developments. Events

may occur between the scheduled per-
formance reporting dates that have sig-
nificant impact upon the supported ac-
tivity. In such cases. the non-Federal
entity must inform the Federa.l a.ward-
1ng agency or pass-through entity as
soon as the following types of condi-
tions become known:
(1) Problems, delays, or adverse con-

ditions which will materially impatr
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-

a.blemeeting 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 awarding agency may

make site visits u wlLlTantedby pro-
gram needs.
(f) The Federal awarding agency may

waive any performance report requlred
by this part if not needed.

§200.329 Reporting OD real property.
The Federal awarding agency or pus-

through entity must require a non-Fed-
eral entity to submit reports at least
annua.lly 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 Federa.l interest attached is
for a period of 15 years or more, the
Federal awarding agency or pass-
through entity, at its option, may re-
quire the non-Federal entity to report
at various multi-yea.r frequencies (e.g.,
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every two years or every three years.
not to exceed &. five-year reporting pe-
riod; or a Federal awarding agency or
pass-through entity may require an-
nual reporting for the first three years
of a Federal award and thereafter re-
quire reporting every five years).

SUBRECIPIENT MONITORING AND
MANAGIlMENT

§200.330 SubreclpieDt and contracUlr
determinatioDB.

The non-Federal entity may concur-
rently receive Federal a.wards as e, re-
cipient. a subrecipient, and a con-
tractor, depending on the substance of
its agreements with Federal awarding
agencies and pase-through entities.
Therefore, a p&68-throughentity must
make ca.se-by-case determinations
whether each agreement it makes for
the disbursement of Federal program
funds casts the party receiving the
funds in the role of a subrecipient or a
contractor. The Federal awarding
agency may supply and require recipi-
ents to comply with additional gujd-
ance to support these determinations
provided such guidance does not con-
flict with this section.
(a) SubreciplentB. A subaward Is for

the purpose of carrying out a portion of
a Federal award and creates a Federal
assistance relationship with the sub-
recipient. See 1200.92 Subaward. Char-
acteristics which support the classi-
fication of the non-Federal entity as a
subrec1plent 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) Has responsib1l1ty for pro-

grammatic decision making;
(4)Is responsible for adherence to ap-

plicable Federal program requirements
specified in the Federal award; and
(5)In accordance with its agreement,

uses the Federal. funds to carry out a
program for a publ1c purpose specified
in authorizing statute, as opposed to
providing goods or servioes 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 §2OO.22 Con-
tract. Characteristics indicative of a
procurement relatloDSh1p 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 eervicee

to many different purchasers;
(3) Normally operates in a competi-

tive environment;
(4) Provides goods or services that

are anc1ll2..."Yto the operation of the
Federal program; and
(5) Is not subject to compliance re-

quirements of the Federal program as a
result of the agreement, though similar
requirements may apply for other rea-
sons.
(c) Use of judgment in making deter-

mination. In determining whether an
agreement between a pass-through en-
tity and another non-Federal entity
casta the latter as a subrectptent or a
contractor, the substance of the rela-
tiOnship is more important than the
form of the agreement. All of the char-
acteristics listed above may not be
present in all cases, and the pass-
through entity must use judgment in
class1fy1ng each agreement as a
subaward or a procurement contract.

• 200.831 Requirements for pass-
through eDtitle&

All pass-through entities must:
(a) Ensure that every subaward is

clearly identified to the subreclpient as
a Bubaward and includes the following
information at the time of the
suba.ward and if any of these data ele-
ments change, Include the changes in
subsequent subaward mod1f1cation.
When some of this information is not
available, the pass-through entity
must provide the best information
available to 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) Subreclplent's unique entity

identifier;
(iii) Federal Award Identification

Number (FAIN):
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(iv) Federal Award Date (see 1200.89
Federal award date);
(v) Subaward Period of Performance

Start and End Date;
(vI) Amount of Federal Funde Obli-

gated by this action;
(v11)Total Amount or Federal Funds

Obligated to the subrecipient;
(v11i)Total Amount or the Federal

Award;
(ix) FederaJ award project descrip-

tion, as required to be responsive to
the Federal Funding Accountability
and Transparency Act (FFATA);
(x) Name of Federai awarding agency,

pass-through entity, and contact infor-
mation for awa.rd1ngofficial,
(xi) CFDA Number and Name; the

pasa-through entity must identify the
dollar amount made available under
each Federal award and the CFDA
number at time of disbursement;
(xit) Identification of whether the

award is R&D;and
(ill1) Indireot cost rate for the Fed-

eral award (including if the de minimis
rate is charged per §2OO.414 Indirect
(F&A) costs).
(2) All requirements imposed by the

pass-through entity on the sub-
recipient so that the Federal award if!
used in accordance with Federal stat-
utes, regulations and the terms and
conditions of the Federal awa.rd.
(8) Any additional requirements that

the pass-through entity imposes on the
subrecipient in order for the p&88-
through entity to meet its own respon-
sibility to the Federal awarding agency
including identification of any required
financial and performance reports;
(4) An approved federally recognized

indirect cost rate negotiated between
the subrecipient and the Federal Gov-
ernment or, if no such rate exists, ei-
ther a rate negot1ated between the
pa,es-through entity and the sub-
recipient (in compliance with this
part), or a de minimis indirect cost
rate as defined in 1200.414 Indirect
(F&A) costs, paragraph (f) or this part.
(5) A requirement that the sub-

recipient permit the pass-through enti-
ty and auditors to have access to the
subreorprent/a records and financial
statements as necessa.ry for the pa8B-
through entity to meet the require-
ments of this part; and

§200.S31

(6) Appropriate terms and conditions
concerning closeout of the subaward.
(b) Evaluate each subrecip1ent'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 eonsideratton of such fac-
tors as:
(1) The subrecipient's prior experi-

ence with the same or similar sub-
awarde;
(2) The results of previous audits 1n-

c1uding 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 similar subaward
has been audited as a major program;
(8) Whether the subreclpient has new

personnel or new or substantially
changed systems; and
(4) The extent and results of Federal

awarding agency monitoring (e.g., if
the subrectptent also rece1ves Federal
awards directly from a Federal award-
ing agency).
(c) Consider imposing specific

subaward conditions upon a sub-
recipIent if appropriate as described in
§200.207 Spec11icconditions.
(d) Monitor the activ1ties of the sub-

reoipient 8S neoessary to ensure that
the subaward Is used for authorized
purposes, in compliance with Federal
statutes, regulations, and the terms
and conditions of the subaward; and
that subaward performance goals are
achieved. Pase-through entity moni-
toring of the eubreotptent must in-
clude:
(1) Reviewing financial and perform-

ance reports required by the pass-
through entity.
(2) Following-up and ensuring that

the subreotptent takes timely and ap-
propriate action on all defic1encles per-
taining to the Federal award provided
to the subrecipientfrom the JIlUIS-
through entity detected through au-
dits, on-site reviews, and other means.
(3) Issuing a management decision for

audit findings perta.ining to the Fed-
eraJ award provided to the subrecipient
from the pass-through entity as re-
quired by 1200.621 Management deci-
sion.
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(e) Depending upon the pe.ee-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 usefuJ for the
pass-through entity to ensure proper
a.ccountab1lity and compl1s.nce with
program requirements and achfeve-
ment of performance goals:
(1) Providing subrec1pients with

training and technical assistanoe on
program-related matters; and

(2) Perform1ng on-site reviews of the
subrecipient's program operations;
(3) Arranging for agreed-upon-proce-

dures engagements as described in
§200.425 Audit services.
(f) Verify that every subrecipient Is

audited as required by Subpart F-
Audit Requirements of this part when
it is expeoted that the subrecipient'll
Federal awards expended during the re-
spective f1scalyear eqUll.ledor exceeded
the threshold set forth in 1200.501 Audit
requirements.

(g) Consider whether the results of
the eubrectpient'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 lI.C-

tton against noncompliant subrectpl-
ents as described in §200.838 Remedles
for noncompliance of this part and in
program regulations.
[78 FR 7860B.Dec. 26. 2018. as amended at 79
FR 75885.Dec. 19, 2014]

§200.332 Fixed amount subawardll.
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 oontracts.

RECORD RETENTION AND ACCESS

§2OO.3SS Retention requireDUlDts for
recorda.

Financial records, supporting docu-
ments, statistical records, and all
other non-Federal entity records perti-
nent to a Federal award must be re-

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

tained for a period of three years from
the date of submission of the final ex-
penditure report or, for Federal awards
that are renewed quarterly or annu-
ally. from the date of the submission of
the quarterly or annual financial re-
port, respeotively, as reported to the
Federal awarding agency or pass-
through entity in the case of a sub-
recipient. Federal awarding agenoies
and paes-through entities must not im-
pose any other record retention re-
quirements upon non-Federal entities.
The only exceptions are the following:

(a) If a.ny litigatIon. claim, or audit
is started before the expiration of the
3-year period, the records must be re-
tained until all lit1gation, claims, or
audit f1ndings involving the records
have been resolved and final action
taken.

(b) When the non-Federal entity is
notified 1n writing by the Federal
awarding agency. cognizant agency for
audit, oversight agency for audit. cog-
nizant agenoy for indireot coste, 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 reoords are transferred to or

maintained by the Federal awarding
agency or pass-through entity, the S-
year retention requirement is not ap-
plicable to the non-Federal entity.
(e) Reoords 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 pert.a.1ningto the
earning of tbe program income starts
from the end of the non-Federal enti-
ty'S fiscal year 1n which the program
income is earned.

(f) Indirect cost rate propoaals and
cost allocations plans. ThiB paragraph
applies to the following types of docu-
ments and their supporting records: in-
direct cost rate computations or pro-
posals, cost allocation plans, and any
similar aocounting computations of
the rate at which a particular group of
costs is chargeable (such as computer
usage cbargebll.Ck rates or composite
fringe benefit rates).
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(1) If submitted fOT negotiation. If the
proposal, plan, or other computation is
required to be submitted to the Federal
Government (or to the pass-tbrough
entity) to form the basis for negotia-
tion of the rate, then the S-year reten-
tion period for itl! supporting records
starts from the date of such submis-
mono

(2) If not submitted fOT negotiation. If
the proposal, plan, or other computa-
tion is not required to be sllbmitted to
the Federal Government (or to the
pB.BB-throughentity) for negotiation
purposes, then the 3-year retention pe-
riod for the proposaJ. plan, or computa-
tion and its supporting records starts
from the end of the fiscal year (or
other accounting period) covered by
the proposaJ, plan, or other computa-
tion.

§200.334 Requests for transfer of
recOrdL

The Federal awarding agency must
request transfer of certain records to
its custody from the non-Federal enti-
ty when it determines that the records
POBl!eSSlong-term retention value.
However. ill order to avoid duplIcate
recordkeepillg, the Federal awarding
agency may make arrangements for
the non-Federal entity to reta1n any
records that are contdnuouslz needed
for joint use.

1200.336 Meth0d8 for collection, trans·
mt.iOD aDd storage of iDfoJ'lll&tioD.

In accordance with the May 2018Ex-
ecutive Order on Making Open and Ma-
chine Readable the New Default for
Government Information, the Federal
award1ng agency and the non-Federal
entity should, whenever practicable.
collect, transmit, and store Federal
award-related 1n!ormation in open and
machine readable formats rather than
in closed formats or on paper. The Fed-
eral awarding agency or paes-through
entity must always provide or a.ccept
paper versions of Federal award-related
information to and from the non-Fed-
eral entity upon request. If paper cop-
ies are submitted, the Federal award-
ing agency or pass-through entity must
not require more than an original and
two copies. When original records are
electronic and cannot be altered, there
is no need to create and retain paper

§200.337

copies. When original records are
paper, electronic versions may be sub-
stituted through the use of dupl1cation
or other forms of electronic media pro-
vided that they are subject to periodic
quality control reviews, provide rea-
sonable safeguards against alteration,
and remain rea.dable.

t 200.336 Aceesa to recordll.
(a) Records of non-Feders.1 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, rout have· the
right of access to any documents, pa-
pers, or other records of the non-Fed-
eral entity which are pertinent to the
Federal award, in order to make au-
dits, examinations, excerpts, and tran-
scripts. The right also includes timely
and reasonable access to the non-Fed-
eral entity's personnel for the PUIJlOlle
of interview and discussion related to
such 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
scceee to the true name of victims of a
crime is necessary, appropriate steps to
protect this sensitive information must
be taken by both the non-Federal enti-
ty and the Federal awarding agency.
AJ1y such access, other than under a
court order or subpoena pursuant to a
bona fide confidential investigation,
must be approved by the bead of the
Federal awarding agency or delegate.
(c) Expiration of right of access. The

rig-htl!of accese in this section are not
limited to the required retention pe-
riod but last as long as the records are
retained. Federal awarding agencies
and pass-through entities must not im-
pose any other access requirements
upon non-Federal entities.

§200.837 RestrictioDS OD public aeeess
to records.

No Federal awarding agency may
place restrictions on the non-Feders.1
entity that limit public access to the
records of the non-Federal entity perti-
nent to a Federal award, except for
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protected personally identlt1able infor-
mation (PIl) or when the Federal
awarding agency can demonstrate that
such records will be kept confidential
and would have been exempted from
disclosure pursuant to the Freedom of
Information Act C5 U.S.C. 5(2) or con-
trolled unclassified information pursu-
ant to Exeoutive Order 13556 1:£ the
records had belonged to the Federal
awarding agency. The Freedom of In-
formation Act C5 U.S.C. 652) (FOIA)
does not apply to those records that re-
main under a non-Federal entity's con-
trol except as required under 5200.315
Intangible property. Unless required by
Federal, state, local, and tribal stat-
ute, non-Federal entities are not re-
quired to permit public access to their
records. The non-Federal entity'S
records provided to a Federal agency
generally will be subject to FOIA and
applicable exemptions.
['18FR 78608,Dec. 26, 2019, Il.8 amended at 79
FR 76886, Dec. 19, 20141

REMEDlESFOR NONCOMPLIANCE

§200.338 RemecUeefor noncompliance.
If a non-Federal entity falls to com-

ply with Federal statutes, regulations
or the terms and conditions 01 a Fed-
eral award, the Federal awarding agen-
cy or pass-through entity may impose
additional conditions, a8 described in
1200.207 Specific conditions. If the Fed-
eral awarding agency or pass-through
entity determines that noncompliance
cannot be remedied by imposing addl-
tionaJ conditions, the Federal awarding
agency or pa.s.!l-through entity may
take one or more of the follOWingac-
tions, as appropriate in the ctr-
cumstanoes:
(a) Temporarily withhold cash pay-

ments pending oorrection of the defi-
ciency by the non-Federal entity or
more severe enforcement action by the
Federal awarding agency or pass-
through entity.
(b) Disallow (that Is, deny both use of

funds and any applicable matching
credit for) all or part of the cost of the
activity or action not In compliance.

Ce) Wholly or partly suspend or ter-
minate the Federal award.
(d) Initiate suspension or debarment

proceedings as authorized under 2 CFR
part 180 and Federal awarding agency

2 CFR Ch.11 (1-1-15 Edition)

regulations (or in the case of a pass-
through entity, recommend such a pro-
ceeding be initiated by a Federal
awarding agency).
(e) Withhold fUrther Federal awards

for the project or program.
(0 Take other remedies that may be

legally available.

t 200.339 Termination.
Ca) The Federal award may be termi-

nated in whole or In part as follows:
(1) By the Federal awarding agency

or pass-through entity, 1:£ a non-Fed-
eral entity falls to comply with the
terms and conditions of a Federal
award;
(2) By the Federal awarding agency

or pass-through entity for cause;
(3) By the Federal awarding agency

or pass-through entity with the con-
sent of the non-Federal entity, in
which case the two parties must agree
upon the termination conditions, in-
cluding the effective date 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 agen-
cy or pass-through entity written noti-
fication setting forth the reasons for
suob termination, the effective date,
and, in the case of partial termination,
the portion to be terminated. However,
if the Federal awarding agency or pass-
through entity determines In the caae
of partial termination that the reduced
or modified portion of the Federal
award or subaward will not accomplish
the purposes for which the Federal
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 responBible for compl1ance
with the requirements in §§2OO.343
Closeout and 200.844 Post-closeout ad-
justments and continuing responsibil-
ities.

§200.340 Notification of termination
requirement.

(a) The Federal agency or pass-
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

award, 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 notlfy any
other relevant governmentwide sys-
tems or entities of any indications of
poor performance &B required by 41
U.S.C. 41Th and 31 U.S.C. 3321 and im-
plementing guidance at 2 CFR part 7'1
(forthcoming at time of publication).
See also the requirements for Suspen-
sion and Debarment at 2 CFR part 180.

[78 FR 78608, Dec.26, 2013, &8 amended at 79
FR 75885. Dec. 19. 2014]

t 1000341 Opportunities to object, hear-
iDp aDd appeals.

Upon taking any remedy for non-
complianoe, the Federal awarding
agenoy must provide the non-Federal
entity an opportunity to object and
provide' information and dooumenta-
tion challenging the suspension or ter-
mination actton, in aooordanoe with
written processes and procedures pub-
lished by the Federal awarding agency.
The Federal awarding agenoy or pass-
through entity must comply with any
requirements for hearingS, a.ppeals or
other administrative proceedings to
which the non-Federal entity is enti-
tled under any statute or regulation
a.pplicable to the action Involved.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 7588~,Dec.19, 2(14)

t JOOJUJ Eifecl8 of luspeJUlioDand ter-
mination,

Costs 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

sian or termination or subsequently.
However, cost.s during suspension or
a.fter 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 termina.tion, 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 whioh the ter-
mination takes effect.

CLoSEOUT

§ JOO.M3 Closeout.
The Federal awarding agency or p8.B8-

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 spec1nes the
actions the non-Federal entity and
Federal awarding agency or paes-
through entity must take to complete
this prooess 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 finanoial, performance.
and other reports &8 required by the
terms and conditions of the Federal
award. The Federa) 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 specified in
the terms and conditions of the Federal
award.
(c) The Federal awarding agency or

paBB-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 a.nd tha.t are not au-
thorized to be retained by the non-Fed-
eral entity for use in other projects.
Bee OMB Circul&l' A-129 and see
§200.345Collection of amounts due, for
requirements regarding unreturned
amounts th&t become delinquent debts.
(e) Consistent with the terms and

conditions of the Federal a.ward, the
Federal awarding agency or pa.88-
through entity must ma.ke a. settle-
ment for any upward or dOWDW&l'dad-
justments to the Federal share of costs
&fter closeout reports are received.

(!) The non-Federal entity must ac-
count for any real and persona! 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 aW&l'de
no later than one year after receIpt and
acceptance of all required final reports.
(78 FR 78608. Dec. 26. 2013. as amendedat 79
F.R 71il1ll6.Dec. 19. 2014]

POST-CLosEOUT ADJUSTMENTS AND
CONTINUING RESPONSIBILITIES

§200.344 PCHJt.c10ee0ut adiustmentll
and continuing respoD&i.bilities.

(a) The closeout of a Federal award
does not a.fIect any of the following:
(1)The right of the Federal awarding

agency or pass-through entity to dis-
allow costs and recover funds on the
basis of a later audit or other review.
The Federal awarding agency or pass-
through entity must ma.ke any cost
disallowance determination and notify
the non-Federal entity within the
record retention pertod.
(2) The obligation of the non-Federal

entity to return any funds due a.s a re-
sult of later refunds, correotions, or
other transactions including 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-
shtp.

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

(5) Records retention as required in
Bubpart D-Post Federal Award Re-
quirements of this part. §§200.S3SRe-
tention requirements for records
through 200.337Restrictions on public
access to records.
(b) After closeout of the Federal

award, a relationship crea.ted under the
Federal award may be modified or
ended In whole or in part, with the con-
sent of the Federal awarding agency or
pass-through entity and the non-Fed-
eral entity, provided the responsibil-
ities of the non-Federa.l entity referred
to in paragraph (a) of this section, in-
cluding those for property management
as a.pplicable, are considered and provi-
sions made for continuing responsibil-
ities of the non-Federal entity. as ap-
propriate.
[78 FR 78608. Dec. 26. 2015, &8 amended at 79
FR 75886, Dec. is, 2014]

COLLECTION OF AMOUNTS DUE

§200.346 Collection of &mountlldue.
(a) Any funds paid to the Don-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 catendar days after
demand, the Federal awarding agency
may reduce the debt by:
'(1) Making an administrative offset

against other requests for reimburse-
ments;
(2) Withholding advance payments

otherwise due to the non-Federal enti-
ty;or
. (3) Other action permitted by Federa.l
statute.
(b) Except where otherwise provided

by statutes or regulations, the Federal
aw&rd1ng agency will charge interest
on an overdue debt In a.ccordance with
the Federal Claims Collection Stand-
&l'ds(81CFR parts 900through 999).Tbe
date 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-Cos1 PrInciples

GENERAL PROVISIONS

f 200.400 Policy miele.
The application of these cost prin-

ciples Is based on the fundamental
premises that:
(a) The non-Federal entity is respon-

sible for the efficient and effective ad-
ministration of the Federal award
through the appl1oation of round man-
agement practices.
(b) The non-Federal entity 8.Il8umes

responsibility for admi!listering Fed-
eral funds in a manner oonsistent 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 respoJlllib11ttyfor employ-
ing whatever form of sound orga.n1za-
tion and management techniques may
be nece88B.ryIn order to B.BSU!'e 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-
eral entity. However, the aooountdng
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-
ciples, 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 oost proposals, the cognizant agen-
cy for indirect costs should generally
assure that the non-Federal entity is
applying these cost accounting prin-
ciples on a consistent basis during
their review and negotiation of indirect
cost proposals. Where wide va.r1ations
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.

(!) 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-doctoral stam contributing to the
completion of Federal awards for re-
search must be recognized In the appli-
cation of these principles.
(g) The non-Federal entity may not

earn or keep any proftt resulting from
Federal financial assistance, unlese ex-
plicitly authorized by the terms and
conditions of the Federal award. See
also §200.307Program income.
['18 FR '186lllI,Dec. 26, 2013, &8 amended at 79
FR 75885,Dec. 19, 2014]

1100.401 Application.
(a) General. TheBe 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 costs are used in
determining the appropriate price. The
principles do not a.pply to:
(1) Arrangements under which Fed-

eral ftnancing is in the form of loans,
schole.rsb1ps, fellowships, traineeships,
or other fixed a.mounts 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 benefioi&ries aooording to
the terms and conditions of the Federal
award.
(8) Fixed a.mount awards. See also

Subpart A-Acronyms and Definitions.
§§200.45 FIxed a.mount awards and
200.201UBeof grant agreements (includ-
ing fixed amount awards), cooperative
agreements. and contracts.
(4) Federal awards to hospitals (see

Appendix IX to Part 200---HospitalCost
Principles).
(5) Other awards under which the

non-Federa.l entity is not required to
account to the Federal Government for
actual oosts incurred.
(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 olauses, Standards, and
CAS administration requirements per
the 48CFR Chapter 99 and 48CFR part
80 (FAR Part 80). CAS appUes directly
to the CAS-covered contract and the
Cost Accounting Standards at 48 CPR
parts 9904or 9905takes precedence over
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the cost principles in this Subpart E-
COBtPrinciples of this part with re-
spect to the allocation of costs. When a
contract with a non-FederaJ entity is
subject to full CAS coverage, the al-
lowab1l1ty of certain costs under the
cost prtnclples will be affected by the
allocation provisions of the Cost Ac-
counting Standards (e.g., CAS 414--4B
CFR 9904.414.Cost of Money as an Ele-
ment of the Cost of Facilities Capital,
and CAS 417-48 CFR 9904.417.Cost of
Money as an Element of the Cost of
Capital Assets Under Construction).
apply rathez' the allowability provi-
sions of §200.449Interest. In oomplying
with those requtrements, the non-Fed-
eral entity's application of cost ac-
counting practices for estimating, ac-
cumulating. and reporting coati! for
other Federal awards and other cost
objectives under the CA8-covered con-
tract still must be consistent with its
cost accounting practices for the CAS-
covered contracts. In all cases. only
one Ilet of accounting recordll needs to
bs maintained for the aJlocation of
costs by the non-Federal entity;
(c) E:remptions. Some nonpront, orga-

nizations, because of their size and na-
ture of operations, can be considered to
be similar to for-profit entities for pur-
pose of applicability of cost principles.
Such nonprofit organaations must op-
erate under Federal cost principles ap-
pUcable to for-profit entities located at
48CFR 31.2.A listing of these organiza-
tions is contained in Appendix VITI to
Part 200-Nonprofit Organizations Ex-
empted From Subpart E--Cost Prin-
ciples of this part. Other organizations.
as approved by the cognizant agency
for indirect COBts,may be added from
time to time.

BABIC CONSIDERATIONS

§200.402 Composition of cost&.
Total cost. The total cost of a Federal

award is the sum of the allowable di-
rect and allocable indirect costs less
any applicable credits.

§ 200.403 Facton affectinJr allowability
of cOllt8.

Except where otherwise authorized
by statute. costs must meet the fol-
lowing general criteria in order to be
allowable under Federal awards:

2 CfR Ch. II <1-1-15 Edition)

(a) Be necessary and reasonable for
the performance of thll Federal award
and be allocable thereto under these
principles.
(b) Conform to any limitations or ex-

clusions set forth in these principles or
in the Federal award as to types or
amount of cost items.
(c) Be consilltent with ponciee and

procedures that apply uniformly to
both federally-financed and other ac-
t1vit1es of the non-Federal ent1ty.
(d) Be accorded consistent treatment.

A cost may not be assigned to a Fed-
eral awe.rdas a d1I'ectcost 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 accepted accounting prin-
ciples (GAAP), except, for state and
local governmentll and Indian tribes
only, all otherwise provided for in this
part.
(f) Not be inoluded as a cost or used

to meet cost sh&r1ngor matching re-
quirements of any other federally-fi-
nanced program In either the current
or a prior period. See also §200.806Cost
eharing or matching paragraph (b).
(g) Be adequately documented. See

also H200.300Statutory and national
policy requirements through 200.809Pe-
riod of performance of this part.

1200.4Of Reuonable coste.
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
reasonableness is particularly impor-
tant when the non-Federal entity is
predominantly federally-funded. In de-
termining reasonablenesa of a given
cost, oonsideration must be given to:
(a) Whether the cost is of a type gen-

eraJly recognlzed as ordinary and nec-
essary for the operation of the non-
Federal entity or the proper and effi-
cient performance of the Federal
award.
(b) The restraints or requirements

imposed by such factors as: BOundbuai-
ness practices; arm's-length bar-
gaining; Federal, state, local, tribal,
and other laws and regulations; and
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terms and condt tions of the Federal
award.
(c) Market prices for comparable

goods or services Cor the geographic
area.
Cd) Whether the individuals con-

cerned acted with prudence in the ctr-
cumsta.nces considering their respon-
slbU1ties to the non-Federal entity, its
employees, where applicable its stu-
dents or membership, the public at
large, and the Federal Government.
(e) Wbether the non-Federal entity

slgntncantly deviates from its estab-
lished practices and pohotes regarding
the incurrence of costs, which may
lUljustifiably increase the Federal
award's cost.
[78 FR 78608, Dec. 28. 2013. lI.ll amendedat 79
FR 75885. Dec.19. 2(14)

§200.4CNIAllocable costs.
(a) A cost is allocable to a particular

Federal award or other cost objective if
the goods or services involved are
chargeable or a.ssignable to that Fed-
eral award or cost objective In accord-
ance with relative benefits received.
This sta.ndard Is met if the cost:
(1) Is incurred specifically for the

Federal award;
(2) Benefits both the Federal award

and other work of the non-Federal en-
tity and can be distributed in propor-
tions tha.t may be a.pproxima.tedusing
reasonable methods; and
(3) Is necessary to the overaJl oper-

ation of the non-Federal entity and is
asslgna.ble in part to the Federal award
in accordance with the principles in
this subpart.
(b) All activities which beneCit from

the non-Federal entity's indirect (F&A)
cost, including unallowable activities
a.nd donated services by the non-Fed-
eral entity or third parties, will receive
an appropriate &llocation 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 FederaJ awards to
overcome fund deficlenoles, to avoid re-
strictions Imposed by Federal statutes,
regula.tlons, 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 allowable

§200A06

under two or more Federal awards in
accordance with existing Feder&l stat-
utes, regulations, or the terms and con-
ditions of the FederaJ awards.
(d) Direct coet 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 allocated 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 Interrelationship oC the work in-
volved, then, notwithstanding para-
graph (c) of this section, the costs may
be allocated or transferred to bene-
fitted projects on any reasonable docu-
mented basis. Where the purchase of
equipment or other capital asset Is spe-
cifically authorized under a Federa.l
award, the costs are a.Bsignableto the
Federal award regardless of the use
that may be made of the equipment or
other caPital ssset involved when no
longer needed for the purpose for which
it was originally required. See also
§§200.310 Insurance coverage through
200.316 Property trust relationship and
200.489 Equipment and other ca.pital 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 &llocation of costs in
a.ccordance with CAS takes precedence
over the allocation provisions in this
part.
['18 FR 78608. Dec.26, 2013, a.e amendeda.t 79
FR 76885. Dec.19,2014]

f 200.406 Applicable credits.
(a) Appllcable credits refer to those

receipts or reduction-of-expenditure-
type transactions that offset or reduce
expense Items allocable to the Federal
award a.Bdirect or indirect (F&A)costs.
Examples of such transactions are: pur-
chase discounts, rebates or allowances,
recoveries or Indemnities on 108se8,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 nett1ng such
credit items (1ncluding a.ny amounts
used to meet cost sharing or matching
requirements) must be recognized in
determ1ning the rates or amounts to be
charged to the Federal award. (See
§§200.486 Depreciation and 200.468 Spe-
ciaUzed service fac1l1ties, for areas of
potential application in the matter of
Federal f1nancing of activities.)
[7BFR 78608,Dec. 26, 2013, as amended at 79
FR 75885,Dec. 19, 20141

§200.407 Prior writteD approval (prior
approval).

Under any given Federal award, the
reasonableness and allocab1l1ty of oer-
ta1n items of costs may be difficult to
determ1ne. In order to avoid subse-
quent disallowance or dispute based on
unreasonableness or nonallocability,
the non-Federal entity may seek the
prior written approval or the cognizant
agency for 1ndirect costs or the Federal
awarding agency In advance of the in-
currence of special or unUSUAlcosts.
Prior written approval should 1nclude
the timeframe or scope of the agree-
ment. Tbe absence or prior written ap-
proval on any element of cost will not,
1n itself, affect the reasonabtenesa or
allocability of that element, unless
prior approval is specifically required
for allowab1l1ty as described under cer-
ta1n circumstances in the following
sections of this part:
(a) §200.201 Use of grant agreements

(1ncluding fixed amount awards), coop-
erative agreements, and contracts,
paragraph (b)(5);
(b) 1200.306 Cost sharing or matching;
(c) §200.307 Program 1ncome;
(d) 1200.308 Revision of budget and

program plans;
(e) §200.311 Real property;
(1)§200.313 Equipment;
(g) 1200.382 Fixed amount subawards;
(h) §200.413 Direct costs, paragraph

(c);
(1) §200.430 Compensation-personal

services, paragraph (h);
(j) 1200.431 Compensation-fringe ben-

efits;
(k) §200.488 Entertainment costs;

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

(1)§200.439 Equipment and other cap-
ital expenditures;
(m) 1200.440 Exchan.ge rates;
(n) §200.441 F1nes, penalties, damages

and other settlements;
(0) §200.442 Fund raising and invest-

ment management costs;
(P) §2OO.446 Goods or services for per-

sonal use;
(q) §200.447 Insurance and 1ndem-

nification;
(r) §200.454 Memberships, subscrip-

tions, and professional activity costs,
paragraph (c);
(s) 1200.455 Organization costs;
(t) 1200.456 Participant support costs;
tu) §200.456 Pre-award costs;
(v) 1200.462 Rearrangement and re-

conversion costs;
(w) §200.467 Sell1ng and marketing

costs;
(x) §200.470 Taxes (includ1ng Value

Added Tax); and
(y) §200.474 Travel costs.

[78 FR '18608,Dec. 26, 2013, as amended at 79
P'R 75885,Dec. 19, 2014)

§200.408 Limitation OD allowance of
eoIIts.

Tbe Federal award may be subject to
statutory requirements that limit the
allowab1l1ty of costs. When the max-
imum amount allowable under a limi-
tation is less than the total amount de-
termined 1n accordance with the prin-
ciples 1n this part, the amount not re-
coverable under the Federal award may
not be charged to the Federal award.

1200.409 Special CODsideratioDB.
In addition to the basic consider-

ations regarding the allowabillty of
costs highlighted in this subtitle, other
subtitles 1n this part describe speoial
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 applicable to
certa1n types of non-Federal entities,
as speCified in the following sections:
(a) Direct and Indirect (F&A) Costs

(§12oo.412 Classification of oosts
through 200.415 Required certifications)
of this subpart;
(b) Special Oonstdera.ttons for States.

Local Governments and Indian Tribes
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(§§200.4l6Cost allocation plans and in-
direct cost proposals and 200.417Inter-
agency service) of this subpart; and
(c) Special Considerations for Insti-

tutIons of Higher EducatIon (§§ 200.418
Costil incurred by states and local gov-
ernmentll and 200.419Cost accounting
standards and disclosure statement) of
thIs subpart.

§200.410 Collection of unallowable
costa..

Payments made for costs determined
to be unallowable by either the Federal
awarding agency, cognizant agency for
indirect costs, or pass-through entity.
either as direct or indirect costs, must
be refunded (including interest) to the
Federal Government in accordanoe
with instructions from the Federal
agency that determined the costs are
unallowable unless Federal statute or
regulation directs otherwise. See also
Subpart D-Post Federal Award Re-
quirements of this part, 8200.300 Stat-
utory and national policy requirements
through 200.309Period of performance.

§ 200.411 AdJustmeDt of previously De-
,otiated iDdired (F&:A)coo rates
CODtaiDiDgUD.8llowablecolitll.

(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
award; or
(2) Are unallowa.ble because they are

not allocable to the Federal a.ward(8),
must be a.djusted, or a refund must be
made, In accordance with the require-
ments of this section. These a.djust-
ments or refunds are designed to cor-
rect the proposals used to establ1sh the
rates and do not constitute a reopening
of the rate negotiation. The adj1lBt-
ments or refunds wi1l be made regard-
leas of the type of rate negotiated (pre-
determined, final, fixed, or provi-
sional).
(b) For rates covering a future fiscal

year of the non-Federal entity. the un-
allowable costs will be removed from
the indirect (F&A) cost pools and the
rates appropriately adjusted.
(c) For rates covering a past period,

the Federal share of the unallowable
costs will be computed for each year

§200.413

involved and a cash refund (including
interest chargeable in accordance with
applicable regulations) will be made to
the Federal Government. If cash re-
funds are made for past periods covered
by provisional or fixed rates. appro-
priate adjustments will be made when
the rates are finalized to avoid dupli-
cate recovery of the unallowable costs
by the Federal Government.
(d) For rates covering the current pe-

riod, either a rate adj1lStment or a re-
fund. as described in paragraphs (b) and
(c) of this section, must be required by
the cognizant agency for indirect costs.
The choice of method must be at the
discretion of the cognizant agency for
indirect costs. based on its judgment as
to which method would be most prac-
tical.
(e) The amount or proportion of unal-

lowable costa included in each year's
rate w11lbe assumed to be the same as
the &.mountor proportion of unallow-
able costs included in the base year
proposall18ed to establish the rate.

DmECT AND INDIRECT (F&A)COSTS

§200.412 ClauilicatiOD of_t..
There is no universal rule for

cIassifyiDg certain costs as either di-
rect or indirect (F&A) under every ac-
counting system. A cost may be direct
with respect to some spec1fic service or
function, but indirect with respect to
the Federal award or other flnal cost
objective. Therefore, 1t 1s essential
that each item of cost incurred for the
same purpose be treated consistently
in l1ke circumstances either as a direct
or an indirect (F&A) cost in order to
avoid possible double-charging of Fed-
eral awards. Guidelines for determining
direct and indirect (F&A)costs charged
to Federal awards are provided in this
subpart.

§200.413 Direct coetB.
(a) General. Direct oosts are those

costs that can be identified speoifically
with a particular final cost objective,
such as a Federal award, or other inter-
nally or externally funded activity, or
that can be directly assigned to such
activities relatively easily with a. high
degree of accuracy. Costs incurred for
the same purpose in like circumstances
must be treated consistently as either
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direct or indirect (F&A) costs. See also
§2oo.405 Allocable costs.

(b) Application to Federal awaTds.
Identification with the Federal award
rather than the nature of the goods and
services involved is the determining
factor in distinguish1Dg 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 fr1nge benefit costs, the
costs of matertals and other items of
expense incurred for the Federal award.
If directly rela.ted to a specific award,
certa.ln 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 operattons.

(c) The salaries of administrs.t1ve s.nd
clerical staff should norms.lly be trea.t-
ed as indirect (F&A) costs. Direct
charging of these costs ms.y be appro-
priate only if a11of the fo11owingcondi-
tions are met:

(1) Admin1stra.tIve or clerical serv-
ices are 1ntegra.l to a project or activ-
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
approvaJ of the Federa.l awarding e.gen-
cy;a.nd

(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 s.nd non-
Federal cost objectives.

(e) The costs of certain activities are
not s.l1owable as charges to Federal
awards. However, even though these
costs are unallowa.ble for purposes of
comput1ng charges to Federa.l s.wards,
they nonetheless must be tres.ted as di-
rect costs for purposes of determ1n1ng
indirect (F&A) cost rates s.nd 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 CAl Ch. II (1-1-15 EdHon)

(2)Occupy space, and
(3)Benefit frcm the non-Federal enti-

ty'S indirect (F&A) costs.
(!) For nonprofit orgs.nizations, the

costs of activities performed by the
non-Federal entity primarily as a serv-
ice to members, clients, or the general
public when s1.gn1f1ce.ntand necessary
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) oosts.
Some examples of these types of activi-
ties include:

(1) Ms.1ntenance of membership rolls,
subscriptions, publtcatdons, and related
functions. See also § 200.454 Member-
ships, Bubecriptions, and proresstonat
activity costs.

(2) Providing services and informa-
tion to members, legislative or admln-
istrative bodies, or the public. See also
§§200.4M Memberships, subscriptions,
s.nd professional activity costs and
200.450 Lobbying.

(3) Promotion, lobbying, and other
forms of public relations. See also
§§200.421 Advertising and public reta-
tions and 200.450 Lobbying.

(4) Conferences except those held to
conduct the general administration of
the non-Federal entity. See also
1200.432 Conferences.

(5) Maintenance, protection, and in-
vestment of special funds not used in
operation of the non-Federal entity.
See also 5200.442 Fund raising and in-
vestment management costs.

(6) Administration of group benefits
on behalf of members or olients, in-
cluding Ilfe and hospital1nsurance, an-
nutty or retirement plans, and finan-
cial aid. See also 1200.431 Oompensa-
tion-fringe banefi ts.
[78 FR '18608,Dec. 26. 2013, 8S amended at 79
FR 76886,Dec. 19,20141

1200.414 Indirect (F&A,) costa.
(a) Facilities and AdministTation Classi-

fication. For major IHE8 and major
nonprof1t orgs.nizations. indireot (F&A)
costs must be classified within two
broad categories: "Facilities" and
"Administration." "Facilities" is de-
fined as depreciation on bufldtnga,
equipment and cs.pita1 improvement,
interest on debt assocrated With cer-
tain buildings, equipment s.nd capital
improvements, s.nd operations and
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maintenance expenses. ••Administra-
tion" is defined as general administra-
tion and general expenses such as the
director's office. accounting, personnel
and all other types of expenditures not
listed spec1f1callyunder one of the sub-
categories of "Fac1l1ties" (including
cross allocations from other pools.
where applicable). For nonprofit orga-
nizations, library expenses are inoluded
in the "Administration" categOry; for
institutions of higher education, they
are included in the "Fac1l1ties" cat-
egory. Major IREs are defined aa those
required to use the Standard Format
for Submission as noted in Appendix III
to Part 200--Indirect (FkA) Costs Iden-
t1f1cation and Assignment, and Rate
Detennination for Institutions of High-
er Education CIHEIl)paragraph C. 11.
Major nonprofit organizations are
those which receive more than $10mil-
lion dollars in direct Federal funding.

(b) Divergity of nonprofit organizations.
Because of the diverse characteristics
and accounting practioes of nonprofit
organizations, it is not possible to
specify the types of cost which may be
classified a.s indirect (FkA) cost in all
situations. Identification with a Fed-
eral award rather than the nature of
the goods and services involved is the
determining factor in distinguishing
direct from indirect (FkA) coste of
Federal awards. However. typical ex-
amples of indirect (FkA) cost for many
nonprofit organizations may include
depreoiation on buJld1ngs and equip-
ment, the costs of operating and main-
taining fac1l1ties, and general adminis-
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 sharing 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
based on documented jUllti!lcation as
described in paragraph (c)(3) of this
section.

§200A14

(2)The Federal awarding agency head
or delegate must notify OMBof any ap-
proved deviations.
(3) The Federal awarding agency

must implement, and make publicly
available. the policies, procedures and
general decision making criteria tha.t
their programs will follow to seek and
justify deviations from negotiated
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)(1) of this
section. As appropriate, the Federal
agency should incorporate discussion
of these policies into Federal awarding
agency outreach activities with nOD-
Federal entities prior to the posting of
a notice of funding opportunity.
(d) Pass-through entities are subject

to the requirements in §200.831Re-
quirements for pa.ss-through entities.
paragraph (1.)(4).
(e) Requirements for development

and submission of indirect (FkA) cost
rate proposals and cost allocation
plana are contained in Appendices m-
vn and Appendix IX as follows:
(1)Appendix ill to Part 200-Indirect

(FkA) Costs Identification and Assign-
ment. and Rate Determination for In-
stitutions of Higher Education (IREs);
(2) Appendix IV to Part 2OD-Indirect

(FkA) Costs Identification and Assign-
ment. and Rate Determination for Non-
prot1t Organizations;
(3) Appendix V to Part 200-Statel

Local Governmentwide Central Service
Cost Allocation Plans;
(4) Appendix VI to Part 200-Public

AsSistance Cost Allocation Plans;
(5) Appendix vn to Part llOO-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 entities described in Appendix
vn to Part 2OD-States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals. paragraph D.l.b. may elect
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to charge a de minimis rate of 10% of
modified total direct coste (MTDC)
which may be used indefInitely.Al; de-
scribed in §200.403Factors affecting al-
lowability of costs, costs must be con-
sistently charged as either inmrect or
direot costs, but may not be double
charged or incons1stently charged as
both. If chosen, this methodology once
elected must be used cons1.stently for
all Federal awards until such time as a
non-Federal entity chooses to nego-
tiate for a rate, which the non-Federal
entity may apply to do at any time.

(g) Any non-Federal entity that has a
current federally negotiated inmrect
cost rate may apply for a one-time ex-
tension of the rates in that agreement
for a period of up to four years. This
extension will be subject to the review
and approval of the cognizant agency
for indirect costs. If an extension is
granted the non-Federal entity may
not request It rate review until the ex-
tension period ends. At the end of the
4-year 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.as a.mendedat 79
FR7till8S,Dec.19, 2014)

§ lWO.,n6 Required certification ••
Required cert111cations include:
(a) To assure that expenditures are

proper and in accordance with the
terms and conditions of the Federal
award and approved project budgets,
the annual and final fiscal reports or
vouchers requesting payment under the
agreements must include a certifi-
cation, signed by an official who Is au-
thorized to legally bind the non-Fed-
eral entity, which reads as follows: "By
signing this report, I certify to the best
of my knowledge and belief that the re-
port 15 true, complete, and accurate,
and the expenditures, disbUrsements
and cash receipts are for the purposes
and objectives set forth in the terms
and conditions of the Federal award. I
am aware that any false, fictitious, or
fraudulent information, or the omis-
sion of any material fact, may subject
me to criminal, civil or administrative
penalties for fraud, false statements,
false claims or otherwise. (U.S. Code

2 CFRCh .• (1-1-15 Edition)

Title 18, Section 1001and Title 31, Sec-
tions 8729-8780and 3801~B12)."
(b) Certification of cost allocation

plan or indirect (F&A) oost rate pro-
posal. Each cost allocation plan or in-
direct (F&A) cost rate proposal must
comply with the following:
(1)A proposal to eetabl1.sha cost allo-

cation plan or an Indfrect, (F&A) cost
rate, whether submitted to a Federal
cognizant agency for indirect costs or
maintained on file by the non-Federal
entity,. must be certified by the non-
Federal entity using the Certincate of
Cost Allocation Plan or Cartificate of
Indirect Coets as set forth in Appen-
dices m through vn, and Appendix IX.
The cert111cate must be signed on be-
half of the non-Federal entity by an in-
dividua.l at a level no lower than vice
president or chief fiDancial oIDcer of
the non-Federal entity that submits
the proposal.
(2) Unless the non-Federal entity hae

elected the option under §200.414Indi-
rect (F&A) costs, paragraph (1), the
Federal Government may either dis-
allow all indirect (F&A) costs or uni-
laterally establish such a plan or rate
when the non-FederaJ entity faUs to
submit a certified proposal for eetab-
liBhing 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 excluded.
When a cost allocation plan or indirect
cost rate is unilaterally establ1shed by
the 'Federal Government because the
non-Federal entity failed to submit a
certified proposal, the plan or rate es-
tablished w1l1be set to ensure that po-
tentiaJly unallowable coste will not be
reimbursed.
(c) Certifications by non-profit orga-

nizations as appropriate that they did
not meet the definition 01a major Don-
profit organization as defined in
§200.414Indirect (F&A) costs, para-
graph (a).
(d) See also §200.450Lobbying for an-

other required certification.
[78 FR 78608, Dec.26, 2018, as amended at 79
FR 75886, Dec.19.2014]
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SPECIAL CONSIDERATIONS FOR STATES,
LocAL GOVJmNl(ENT8 AND INDIAN
TRIBES

1200.416 Coat allocation plans and in·
direct co.t proposals.

(a) For states, local governments and
Indian tribes, certain services, such as
motor pools, computer centers. pur-
chasing, a.ccount1Dg, etc., are provided
to operating 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 service costs can
be identified and assigned to benefitted
activities on a reasonable and con-
sistent basis. The central service cost
allocation plan provides that process.

(b) Individual operating agencies
(governmental department or agency),
normally charge Federal awards for in-
direct costs through an indirect cost
rate. A separate indirect cost rate(s)
proposal for each operating agency is
usually 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 ca.rrying out Federal
awards and
(2)The costs of central governmental

eervioes distributed through the cen-
tral service cost allocation plan and
not otherwise treated as direct costs.
(c) The requirements for development

and subm1BBionof cost allocation plans
(for central servtce COBtsand public as-
sistance programs) and indirect cost
rate proposals are contained in appen-
dices IV, V and VI to this part.

1200.417 Interagency aervice.
The cost of services provided by one

agency to another within the govern-
mental unit may inolude allowable dl-
rect costs 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-

5200.419

StateJLocal Government and Indian
Tribe-Wide Central Service Cost Allo-
cation Plans.

SPECIALCONsIDERATIONS FOR
INSTITUTIONS OF HIGHER EDUCATION

1200.41S Coste incurred by states and
local government..

Costs incurred or paid by a state or
local government on beha.1f of its IHEs
for fringe benefit programs, such as
pension costs and FICA and any other
costs specifically Incurred on behalf of.
and in direct benefit to, the IHEB. are
allowable costs oi such IHEIl whether
or not these costs are reoorded in the
a.coounting records of the institutions,
subjeot to the following:
(a) The costs meet the requirements

of §§200.402 Composition of coste
through ~.411 Adjustment of pre-
vioullly negotiated indirect (F&A) cost
rates conta1ning unallowable costs, of
this subpart;
(b) The costs are properly supported

by approved cost allocation plans :Inac-
corda.nce with applicable Federal cost
aocountdng prinCiples in this part; and
(c) The costs are not otherwise borne

directly or indirectly by the Federal
Government.

§200.419 C08t accounting standards
and cliscl08ure statement.

(a) An !HE that receives aggregate
Federal a.wards totaling $50million or
more :InFederal 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-oovered contracts awarded to the
lEEs are subject to the CAS require-
ments at 48 CFR 9900through 9999and
48 CFR part 30 (FAR Part 30).
(b) DisclosuTe statement. An IRE that

receives aggregate Federal awards to-
taling $50 million or more subject to
this part during its most recently com-
pleted fiscal year must disclose their
cost aocounttng practices by fBing a
Dieclosure Statement (D8-2), which is
reproduced in Appendix In to Part
200-Indlrect (F&A) Costs Identlf1ca-
tion and Assignment, and Rate Deter-
minatlon for Institutions of Higher
Educa.tion (IREs). With the approval of
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the cognizant agency Corindirect costs,
an IHE may meet the D8-2 eubmtsston
by submitting the 08-2 for each busi-
ness unit that received $60 million or
more in Federal awards.
(1) The 08-2 must be submrtted to

the cognizant agency for indirect costs
with a copy to the IHE's cognizant
agency for audit.
(2) An !HE is responsible for mam-

ta.1ning an accurate D8-2 and com-
plying with dieclosed cost accounting
practices. An IHE must rne amend-
ments to the 08-2 to the cogn1mnt
agency for indirect 'costs six months in
advance of a dieclosed practice being
changed to comply with a new or modi-
fied standard, or when a practice is
changed for other reasons. An !HE may
proceed with implementing the change
only if it has not been notified by the
Federal cognizant agency for indirect
costs that either a longer period wil1be
needed for review or there are concerns
with the pctential change within the
six months period. Amendments of a
08-2 may be submitted at any time.
ResubmiBSion of a complete, updated
08-2 is discouraged except when there
are extensive changes to disclosed
practaces.

(3) Cost and funding adjustments. Cost
adjustments must be made by the cog-
nizant agency for indirect costs if an
!HE fails to comply with the cost poli-
cies in this part or faUs to consistently
rol1owits establiBhed or dieclosed cost
accounting practtces when estimating,
accumulating or reporting the costs of
Federal awards, and the aggregate cost
impact on Federal awards is material.
The cost adjustment must normally be
made on an aggregate basis for all af-
fected Federal awards through an ad-
justment of the mE's future F&A costs
rates or other means considered appro-
priate by the cognizant agency for indi-
rect costs. Under the terms or CAS cov-
ered contracts, adjustments in the
amount of funding provided may also
be required when the estimated pro-
posal oeste were not determined in ac-
cordance with established cost ac-
counting practices.

(4) Overpayments. ExceBS amounts
paid in the aggregate by the Federal
Government under Federal awards due
to a noncompllant cost accounting
practice used to estimate, accumulate,

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

or report oosts must be credited or re-
funded, as deemed appropriate by the
cognizant agenoy for indirect 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
compHant practice that are approved
by the cogn1za.n.tagency for indirect
costs may require cost adjustments if
the change has 8. material effect on
Federal awards and the changes are
deemed appropriate by the cognizant
agency for indirect costs.

(6) Responstbilities. The cognizant
agency for indirect cost must:
(i) Determine cost adjustments for

all Federal awards in the aggregate on
behalf of the Federal Government. Ac-
tions of the cognizant agency for indi-
rect cost 1D making cost adjustment
determinations must be coordinated
with all affected 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 dieclosed practices are
compliant with applicable CAS and the
requirements of this part.
(111)Distribute to all affected Federal

awarding agencies any 08-2 determina-
tion of adequacy or noncompliance.
[78 FR 71l6OB,Dec. 36, 2013, &8 a.rnended at 79
FR 76886,Dec. 19, 2014]

GE1Io'ERAL PROVISIONS FOR SELECTED
ITEMS OF COST

t 200.420 ConsideradollS for .elected
iuDUI of eon.

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 D. Ba8ic Consider-
ations of this subpart. These principles
apply whether or not a particular item
of cost is properly treated as direct
cost or indirect (F&A) cost. Failure to
mention a particular item of cost is
not intended to imply that it is either

142

ATT ACHM 'ENT .• 0.-..-.....
PAGE __~_~... _. OF ... _~_'±%? PAGES



OMS Guidance

allowable or unallowable; rather, deter-
mination as to allowability in each
case should be based on the treatment
prov1ded for sim1lar or related items of
cost, and based on the principles de-
scribed in f§200.402 Composition of
costs through 200.411 Adjustment of
previously negotiated indirect (F&A)
cost rates conta1nlng unallowable
costs. In case of a discrepancy between
the prov1s1ons of a spec1f1c Federal
award and the provisions below, the
Federal award governs. Criteria out-
lined in §200.403 Factors affecting al-
10wab1l1tyof costs must be a.pplied in
determining allowability. Bee also
§200.102 Exceptions.

§200.421 Advertising and public rela·
tiOJUl.

(a) The term advertising costs means
the costs of advertising media and cor-
ollary adm1n1strative coste. Adver-
t1s1.ngmedia include magazines, news-
papers, radio and televiSion, direct
mail, exhibits, electronic or computer
transmittals, 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
performance of a Federal award (See
also 5200.463 Recruiting costs);
(2) The procurement of goods and

services for the performance of a Fed-
eral award;
(9) The dispoeal of scrap or surplus

materials acqutred in the performance
of a Federal award except when non-
Federal entities are reimbursed for dis-
posal costs at a predetermined amount;
or
(4) Program outreach and other spe-

cific purposes necesa.ary to meet the re-
qll1rements of the Federal award,
(c) The term "public relatdons" in-

cludes community. relatdona and means
those activities dedicated to maintain-
ing the image of the non-Federal entity
or ma1nta1n1ng 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 a.ward;
(2) Costs of communicating with the

public and press pertaining to specific

§2oo.424

activities or accomplishments which
result from performance of the Federal
award (these costs are considered nec-
essary as part of the outreach effort for
the Federal award); or
(3) Costs of conducting general liai-

son with news media and government
public relations officers, to the extent
that such activities are limited to com-
munication and 11a1sonnecessary to
keep the public informed on matters of
publtc concern, such as notices of fund-
ing opportunities, financial matters,
etc.
(e) Unallowable advertising and pub-

no relations COBts include the fol-
lowing:

(1) All advertising and public rela-
tions costs other than as spec1fled in
paragra.phs (b) and (d) of this section;
(2) Costs of meetings, conventions,

convocations, or other events related
to other a.ctiv1ties of the entity (Bee
also §200.432 Conferences), including:
(1)Coste of displays, demonatratfons,

and exhibits;
(ii) Costs of meeting rooms, hospi-

tality suites, and other special [acili-
ties used in conjunction with shows
and other special events; and
(111)Salaries and wages of employees

engaged in setting up and displaying
exhibits, making demonstrations, and
prov1dingbriefings;

(3) Costs of promotional items and
memorab1l1a, includ1ng models, gifts,
and souvenirs;
(4) Costs of advertising and public re-

latlollB designed solely to promote the
non-Federa.l entity.

§300.422 Advisory COUDcilll.
Costs incurred by advisory councils

or committees are unallowable unless
authorized by statute. the l<'ederal
awarding agency or as an indirect cost
where allocable to Federal awards. Bee
§2OO.444 General costs of government,
applicable to states, local governments
and Indian tribes.

§200.423 Alcoholic beverages.
Costs of alcoholic beverages axe unal-

lowable.

§200..u4 AlWllDilaeactivities.
Costs incurred by IHEs for, or in sup-

port of, alumni/ae activities are unal-
lowable.
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§200.425 Audit services.
(a) A rea.sonably proportionate share

of the coste of audits required by. and
performed in accordance with. the Sin-
gle Audit Act Amendments of 1996(31
U.S.C. 7501-7507).a.simplemented by re-
quirements of this part, a.re a.llowable.
However, the following audit costs are
unallowable:
(1)Any costs when audits required by

the Single Audit Act and Subpa.rt F-
Audit Requirements of this part have
not been conducted or ha.ve been con-
ducted but not in accordance there-
with; and
(2) Any costs of auditing a non-Fed-

eral entity that is exempted from hav-
ing an audit conducted under the Sin-
gle Audit Act and Subpa.rt 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) Tbe costs of a financial statement

audit of a non-Federal entity that does
not currently have a Federal award
may be included in the indirect cost
pool for a cost allocation plan or indi-
rect cost proposal.
(c) Pass-through entities may charge

Federal awards for the cost of a.greed-
upon-procedures engagements to mon-
itor subreciplents (in accordance with
Subpart ~Post Federal Award Re-
quirements of this part. §§200.330Sub-
recipient and contractor determina-
tions through 200.332Fixed Amount
Bubawards) who are exempted from the
requirements of the Bingle Audit Act
and Subpart F-Audit Requirements of
this part. This cost ie allowable only if
the agreed-upon-procedures engage-
ments are:
(1) Conducted in accordance with

GAGASattestation standards;
(2) Paid for and arranged by the pa.ss-

through entity; and
(3)Limited in scope to one or more of

the fonowing types of compliance re-
quirements: activities allowed or
unallowed; allowable costs/cost prin-
ciples; eligibility; and reporting.

§200.426 Bad debtB.
Bad debts (debts which have been de-

termined to be uncollectable), includ-
ing losses (whether a.ctual or esti-
mated) arising from uncollectable ac-
counts and other claims, are unallow-

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

able. Related collection costs. and re-
lated legal costs. arising from such
debts after they have been determined
to be uncollectable are also unallow-
able. See also §200.428Collections of
improper payments.

§200.427 BondiDg-u.
(a) Bonding costs arise when the Fed-

eral awarding agency requiree assur-
ance agaimlt financ1al loss to itself or
othel'S by resaon of the a.ct or default
of the non-Federal entity. They arise
also in instances where the non-Fed-
eral entity requires similar assurance.
including: bonds a.s bid, performance.
payment. advance payment. infringe-
ment. and fidelity bonds for employees
and officials.
(b) C05t6 of bonding required PUl"8U-

ant to the terms and conditions of the
Federal award are allowable.
(c) Costs of bODdlngrequired by the

Don-Federal entity in the general con-
duct of its operations are allowable as
an indirect cost to the extent that such
bonding is in accordanoe with sound
busmeea practice and the rates and pre-
miums are rea.sonable under the cir-
cumstances.

§ !OO.428 Collections of improper pay.
mentll.

The costs incurred by a non-Federal
entity to recover improper paymente
are allowable ae either direct or indi-
rect costs, as appropriate. Amounts
colleoted may be used by the Don-Fed-
eral entity in a.ccordance with cash
management etandards set forth in
§200.305Pallment.

§200.429 Commencement and convoca-
tion COIJt8.

For IHE8, costs incurred for com-
mencements and convocations are un-
allowable. except as provided for in Ap-
pendix ill to Part 200-Indirect (F&A)
Oosts Identification and Assignment.
and Rate Determination for Institu-
tions of Higher Education (DIEs), para-
graph (B)(9) Student Adm1nlstration
and Services. as student activity costs.

I 200.430 Compensation-personal
services.

(a) General. Compensation for per-
sonal services includes all remunera-
tion. paid currently or accrued. for
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services of employees rendered during
the period of performance under the
Federal award, inolud1ng but not nec-
essarily limited to wages and salaries.
Compens&tion for personal services
may also include fringe benefits which
are addressed in §200.431Compens&-
tion-fringe bene!1ts. Costs of com-
pensa.tion are allowable to the extent
that they satisfy the spectnc require-
ments of this part, and tha.t the total
compensa.tion for individual employ-
ees:
(1) Is reasonable for the servioes ren-

dered and conforms to the established
written policy of the non-Federa.l enti-
ty consistently applied to both Federal
and non-Federal activities;
(2) Follows an appointment made in

accordance with a non-Federal entity's
laws and/or rules or written policies
and meets the requirements of Federal
statute, where applicable; and
(3) Is determined and supported a.s

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 rea.sonable to
the extent that it is consistent with
that paid for slmllar work in other ac-
tivities of the non-Federal entity. In
cases where the kinds of employees re-
Quired for Federal awards are not found
in the other activities of the non-Fed-
eral entity. oompensataon w11lbe con-
sidered reasonable to the extent that it
is comparable to that pa.1dfor s1mllar
work in the labor market in which the
non-Federal entity competes for the
kind of employees involved.

(c) Professional activities outside the
non-Federal entitll. Unless an arrange-
ment is specif1cally authorized by a
Federal awarding agency, a non-Fed-
eral entity must follow its written non-
Federal entity-wide policies and prac-
tices concerni1ig the permiesible extent
of profeestonal services that can be pro-
vided outside the non-Federal entity
for non-organizationa.l oompeneatton.
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.43O

professiona.l 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 inconsistent with the conflicts-
of-interest terms and conditions of the
Federal award, appropriate a.rrange-
ments governing compens&tion will be
negotiated on a case-by-case bas1s.
(d) Unallowable costs. (1) Costs which

are unallowable under other sections of
these prtnclples must not be allowable
under this section solely on the basis
that they constitute personnel com-
pensation.
(2) The allowable compensatton for

certain employeee is subject to a ceil-
ing in accordance with statute. For the
amount of the ceiling for cost-reim-
bursement oontracts, the covered com-
pensation subject to the ceil1ng, the
covered employees, and other relevant
provisions, see 10 U.S.C. 2324(e)(I)(P),
and 41 U.S.C. 1127and 4304(80)(16). For
other types of Federal awards, other
statutory ce1lings may apply.
(e) Special considerations. Special con-

siderations in determining allowab1l1ty
of compensation will be given to any
change in a non-Federal entity's com-
pensation policy resulting in a substan-
tial increase in its employees' level of
oompensa.tion (particularly when the
change was concurrent with an in-
crease in the ratio of Federal awards to
other activ1ties) or any change in the
trea.tment of allowabllity of specific
types of compensatton due to changes
in Federal pol1cy.
(f) Incentive ctmlPeTlSation. Incentive

compensation to employees based on
coat reduction. or efficient perform-
ance, suggestion awards, sa.fety awa.rds,
etc .• is allowable to the extent that the
overall compensation 1s determined to
be reasonable and such costs are pe.id
or accrued pursuant to an agreement
entered into in good faith between the
non-Federal entity and the employees
before the services were rendered, or
pursuant to an established plan fol-
lowed by the 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, associ-
ates, officers, or the immediate fami-
lies thereof, determination must be
made that such compeneatton is rea-
sonable for the actual personal services
rendered rather than a distribution of
earnings in excess of costs. This may
include director's and executive com-
mittee member's fees, incentive
awards, allowances for off-61tepay, in-
centive pay, location allowances. hard-
ship pay, and cost-of-l1ving differen-
tia.ls.

(h) Institutions of higher education
(IHEs). (1) Certain conditions require
special consideration and possible limi-
tations in determining allowable per-
sonnel compensation costs under Fed-
eral awards. Among such conditions
are the following:
(1) Allowable activities. Charges to

Federal awards may include rea.aonable
amounts for activities contributing
and directly related to work under an
agreement, such Il.B delivering special
lectures about specific aspects of the
ongoing activity, writing reports and
articles, developing and maintaining
protocols (human, animals, etc.), man-
aging substances/chemicals, managing
and securing project-specific data, co-
ordinating research subjects, partici-
pating in appropriate seminars, con-
sulting with colleagues and graduate
students, and attending meetings and
conferences.
(11)Incidental activities. Incidental

activities for which supplemental com-
pensation is allowable under written
institutional policy (at a rate not to
exceed institutional base salary) need
not be included in the records described
in paragraph (i) 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'al awarding
agenoy.

(2) Saiarv /lasis. 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)(U) 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 deflned as
the annual compensation paid by an
!HE for an individual's appointment,
whether that individual's time Is spent
on research, instruction, administra.-
tion, or other activities. ms excludes
any income that an individual es.rDB
outside of duties performed for the
!HE. Unless there is prior approval by
the Federal awa.rd1ngagency, charges
of a faculty member's salary. to a Fed-
eral award must not exceed the propor-
tionate !!hare of the ms for the period
during which the faculty member
worked on the award.

(3) IntTa-Institution of Higher Edu-
cation (IHE) consulting. Jntra-IHE con-
sulting by faculty Is assumed to be un-
dertaken as an IHE obl1gation requir-
ing no compensation in addition to
ms. 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 responsiblllties, any
charges for such work representing ad-
ditional compensation above IBS are
allowable provided that such con-
sulting arrangements are speoifically
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 iilstitutional compensation policies
for services above and beyond ms.
Where extra service pay is a result of
lntra.-IHE consulting, it Is subject to
the same requirements of paragraph (b)
above. It is allowable if all of the fol-
lowing conditions are met:
(i) The non-Federal entity estab-

lishes coIisistent 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 deimition of
work covered by ms which is specific
enough to determine conolusively when
work beyond that level has occurred.
This ma.y be described in appointment
letters or other documentations.
(111)The supplementation amount

paid is commensurate with the lBS

146

DAIT ACHMENT .-.--~-----.---.-
PAGE __:19.__._OF _.--'_~!Q_PAGES



OMB Guidance

rate of pay and the amount of addi-
tional work performed. See paragraph
(h)(2) of this section.

(iv) The salaries, as supplemented,
fall within the salary structure and
pay ranges establiehed by and docu-
mented in writing or otherwise applica-
ble to the non-Federal entity.

(v) The total sa.1ariescharged to Fed-
eral awa.rd8including extra service pay
are subject to the Sta.nda.rd8of Docu-
mentation as described in paragraph (i)
of this section.

(5) Periods outside the academic year.
(1) Except as specified for teaching ac-
tivity in paragraph (h)(5)(ii) of this sec-
tion, charges for work performed by
faculty members on Federal awa.rds
during periods not included in the base
salary period will be at a rate not in
ezcess of the IBS.

(ii) Charges for teaching activities
performed by faculty members on Fed-
eral awa.rd8during periods not included
in IBS period will be based on the nor-
mal written policy of the !HE gov-
erning compensation to faculty mem-
bers for teaching assignments during
such periods.

(6) Pari-time facultv. Charges for work
performed on Federal awards by fac-
ulty members having only part-time
appointments w1ll be determined at a
rate not in eXCeB8of that regularly
paid for part-time aeelgnments.

(7) Sa/)batical leave costs. Rules for
sabbatica.l leave are as follow:

(1) Coste of leaves of absence by em-
ployees for performa.nce of graduate
work or sabbatical study, travel, or re-
search are allowable provided the mE
has a uniform written pollcy on sab-
batical leave for persons engaged in in-
struotion and persons engaged in re-
search. Such costs will be allocated on
an equitable basis among a.1l related
activities oC the !HE.

(11) Where sabbatical leave is in-
cluded in fringe benefits for which a
cost is determined for assessment as a
direct charge, the aggregate amount of
such aaeeesmenta applicable to all
work of the institution during the base
period must be reasonable in relation
to the IRE's actual experience under
its sabbatical leave policy.

(8) Salary rates for non-faculty mem-
bers. Non-Caculty full-time professronal
personnel may also earn "extra service

§200A30

pay" in accordance with the non-Fed-
eral entity's written policy and con-
sistent with paragraph (h)(l)(i) of this
section.

(i) Standards for Documentation of PeT-
sonnel Expenses (1) Charges to Federal
awards for salaries and wages must be
based on records that accurately re-
flect the work performed. These
reoords must:

(1)Be supported by a system of inter-
nal control which provides reasonable
assurance that the cba.rges are accu-
rate, allowa.ble, and properly allocated;

(11)Be 1ncorporated into the o1!icial
records 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 compensated ac-
tivities (for !HE, this per the DIE's def-
inition of rss»

(iv) 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 as defined
in the non-Federal 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 IBEs.); 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 award.; a Federal award and non-
Federal award; an indirect cost activ-
ity and a direct cost activity; two or
more indirect activities which are allo-
cated using different allocation 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 accounting
purposes, provided that:

(A) The system for establishing the
estimates produces reasonable approxi-
mations of the activity actually per-
formed; .

(B) Significant changes in the OOf-
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
(such as one or two months) fluotua-
tron between workload categories need
not be considered as long as the dis-
tribution of Balmes and wages is rea-
sonable over the longer term; and

(0) The non-Federal entity's system
of internaJ controls includes processes
to review after-the-fact inter1m
charges made - to a Federal awards
baeed on budget estimates. All nec-
essary adjustment must be made such
that the final amount charged to the
Federal award Is accurate, allowable,
and properly allocated.
(ix) Because practices vary as to the

activi ty constituting a full workload
(for IREs, lBS), records may reflect
categories cf activities expreBBedas 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 asseBSment
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 (1)(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 (1)(3) of this section.
(3) In accordance with Department of

Labor regulations implementing the
Fair Labor Standards Aot (FLBA) (29
CFR part 516). charges for the Balaries
and wages of nonexempt employees, in
addition to the supporting documenta-
tion described in this section, 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 sha.ring or match-
ing requirements on Federal awards
must be supported in the same manner
as salaries and wages claimed for reim-
bursement from Federal awards.
(5)For states, local governments and

Indian tribes, substitute processes or
systems for allocating salaries and
wages to Federal awards may be used

2 CFRCh.n (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 l1mited to, random moment
sampling, "rolling" time studies. case
counts. or other quantiftable measures
of work performed.
(i) Substitute systems which use

sa.mpling methods (primarily for Tem-
porary Assistance for Needy Families
(TANF). the Supplemental Nutrition
Allsistance Program (SNAP). Medicaid.
and other public assistance programs)
must meet acceotabte statistical sam-
pling standards including:
(A) The sampling universe must in-

clude all of the employees whose sala-
ries and wages are to be a.llocated
based on sa.mple results except as pro-
vided in paragraph (i)(5)(iii) of this sec-
tion;
(B) The entire time period involved

must be covered by the sample; and
(0) The results must be statistically

valid and appUed to the period being
sampled.
(ii) Allocating charges for ths sam-

pled employees' su.pervisors, olerical
and support staffs. based on the results
of the sampled employees, will be ac-
ceptable.

(111) Less than full compliance with
the statistical sampling standards
noted in subeecnon (5){i) may be ac-
cepted by the cognizant agency for in-
direct costs if it concludes that the
amounts to be allocated to Federal
awards will be minimal, or if it con-
cludes tha.t the system proposed by the
non-Federal entity will result in lower
costs to Federal awards than a system
'which complies with the standards.
(6) Cognizant agencies for indirect

costs are encouraged to approve alter-
native proposals based on outoomes
and milestones for program perform-
ance where these are clearly docu-
mented. Where a.pprovedby the Federal
cognizant agency for indirect coste,
these pl&lll!are acceptable as an alter-
na.tive to the requirements of para.-
graph (i)(I}of this section.
(7) For Federal awards of similar pur-

pose activity or instances of approved
blended funding. a non-Federal entity
may submit performance plans tha.t in-
corporate funds from multiple Federal
awards and account for their combined
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use .based on performance-oriented
metrics, provided that such plans a.re
approved in adva.nce by all involved
Federal awarding agencIes. In these in-
stances, the non-Federal entity must
submrt a request for waiver of the re-
quirements based on documentation
that describes the method of cha.rging
costs, relates the cha.rging or coste to
the speoifio a.otivity that is applicable
to all fUnd sources, and is based on
qua.ntifiable measures of the activity
in relation to time charged.
(8) For a non-Federal entity where

the reoords do not meet the standards
described in this section, the Federal
Government may require personnel ac-
tivity reports, including prescribed cer-
tifications, or equivalent documenta-
tion that support the records as re-
quired in this section.
[78 FR 78608, Dec. 26, 2018, &s &mended at 79
FR 76886,Dec. 19. 2014J

§20(U31 Compenllation-lringe bene-
fits.

(a) Fringe benefits a.re allowances
and services provided by employers to
their employees a.scompensation in ad-
dition to regular sala.r1es and wages.
Fringe benefits include, but are not
limited to, the costs or leave (vacation,
!amily-related, sick or mil1tary), em-
ployee insurance, pensions, and unem-
ployment benefit plans. Except a.s pro-
vided elsewhere in these principles, the
costs of fringe benefits are allowable
provided that the benefits are rea.son-
a.ble and a.re 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-
thorh:ed absences from the job, such as
for annual lea.ve, family-related leave,
sick leave, holidays, court leave, mili-
tary leave, a.dministrative leave, and
other simila.r benefits, are allowable if
all of the rollowing criteria a.remet:
(1) They are provided under estab-

lished written leave policies;
(2) The costs are equitably allocated

to all related activities, Including Fed-
eral awa.rds;and,
(3) The accounting basis (cash or ac-

crual) selected for costing each type of
leave is consistently followed by the

§2oo..431

non-Federal entity or specified group-
ing of employees.
(i) When a non-Federal entity uses

the ca.sh 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 in the yea.r of pay-
ment.
(11)The accrual basis ma.y be only

used for those types of leave for which
a liability a.s defined by GAAP exists
when the leave is earned. When a.non-
Federal entity uses the accrual basis of
accounting, allowable leave costs are
the lesser of the amount accrued or
fUnded.
(c) The cost of fringe benefits in the

form of employer contributions or ex-
penses for social security; employee
life, health, unemployment, and work-
er's compensation Insurance (except as
indicated in §200.447Insurance and in-
demnification); pension plan costs (see
pa.ra.graph(1)of this section); and other
similar benefits are allowable, provided
such benefits are gra.nted under estab-
lished written policies. Such benefits,
must be allocated to Federal awards
and all other aotivities in a manner
consistent with the pattern ot benefits
attributable to the individuals or
group(s) of employees whose salaries
and wages are ohargesble to such 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 1dentti'ying spe-
cific benefits to specifiC individua.l em-
ployees or by allocating on the basis of
entity-wide salaries and wages of the
employees receiving the benefits. When
the allocation method ts used, separate
allocations must be made to selective
groupings of employees, unless the
non-Federal entity demonstrates that
costs in relationship to salaries and
wages do not differ significantly for
different groupe of employees.
(e) insurance. See also §200.447Insur-

ance and indemnification, pa.ra.graphs
(d)(l) and (2).
(1) Provisions for a reserve under a

self-insurance program for unemploy-
ment compensation or workers' com-
pensation a.re allowable to the extent
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that the provisions represent reason-
able estimates of the liabilities for
such compensation, and the types of
coverage, extent of coverage, and rates
and premiums would have been allow-
able had insurance been purcha.sed to
cover the risks. However, provisions for
self-insured liabilities which do not be-
come payable for more than one year
after the provision is made must not
exceed the present value of the liabU-
ity.
(2) Costs of insurance on the lives of

trustees, officers, or other employees
holding positions of similar responsi-
bilityare allowable only to the extent
that the insurance represents addi-
tiona.l compensation. The costs of such
insurance when the non-Federal entity
is named N3 beneficia.ry are unallow-
able.
(3)Actual claims paid to or on behalf

of employees or former employees for
workers' compensation, unemployment
compensation, severance pay, and simi-
lar employee benei1ts (e.g., post-retire-
ment health benefits), are allowa.ble in
the year of pa.yment provided that the
non-Federal entity follows a consistent
costing policy.
(f) Automobiles. That portion of auto-

mobUe costs furnished by the entity
that relates to personal use by employ-
ees (including transportation to and
from work) ill unallowable &.8 fringe
benefit or indirect (F&A) costs regard-
lees of whether the cost is reported as
taxable income to the employees.
(g) Pension Plan Costs. Pension plan

costs which are incurred in accordance
with the established policies of the
non-Federal entity are allowable, pro-
vided that:
(1) Such policies meet the test of rea-

sonableness.
(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 a.sslgned to a given fis-

cal year are funded for all plan partici-
pants within six months after the end
of that year. However, Increases ·tonor-
mal and past service pension costs
caused by a delay in funding the actu-
arial liabil1ty beyond 80 calendar days
after each quarter of the year to which

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

such coste are a.ssignable 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
Act (ERISA) of 1.9'14(29U.S.C. 1301-1461)
are allowable. Late payment charges
on snch premiums are unallowable. Ex-
cise taxes on accumulated funding defi-
ciencies and other penalties imposed
under ERISA are unallowable.
(6) Pension plan coats may be com-

puted using a pay-as-you-go method or
an acceptable actuarial cost method in
accordance with esta.blished written
policies of the non-Federal entity.
(i) For pension plans financed on a

pay-a.s-you-go method, allowa.ble 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 a.llowable 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 allowa.ble in the year funded.
The cognizant agency for indirect costs
may agree to an extension of the six
month period if an appropriate ad,ust-
ment is made to compensate for the
t1ming of the charges to the Federal
Government and related Federal reim-
bursement and the non-Federal enti-
ty's contribution to the pension fund.
Adjustments may be made by ca.sh 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 entity in excess of the actuarially
determined amount for a fiscal year
may be used as the ncn-Federal enti-
ty's contribution in future periods.
(iv) When a non-Federal entity con-

verts to an acceptable actuarial cost
method, as defined by GAAP, and funds
pension coste 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 GMP.
(v) The Federal Government must re-

ceive an equitable share of any pre-
viously allowed pension costs (includ-
ing ea.rniDgs thereon) which revert or
inure to the ncn-Federal entity in the
form of a refund, withdrawal, or other
credit.
(h) Post-Retirement Health. Post-re-

tirement health plans (PRHP) refers to
costs of health insurance or health
services not included in a pension plan
covered by paragraph (g) of this section
for retirees and their spouses, depend-
ents, and survivors. PRHP costs may
be computed using a pay-as-you-go
method or an a.cceptable actuarial cost
method in accordance with established
written policies of the non-Federal en-
tity.
(l) For PRHP financed on a pay-as-

you-go method, allowable costs will be
limited to those representing actual
payments to retirees or their bene-
ficiaries.
(2) PRHP costs calculated using an

actuarial cost method recognized by
GAAP are allowable if they are funded
for that year within six months after
the end of that year. Costs funded after
the six month period (or a later pertod
agreed to by the cognizant agency) are
allowable in the year funded. The Fed-
eral cognizant agenoy for indirect costs
may agree to an extension of the six
month pertod 11an appropriate adjust-
ment is made to compensate Cor the
t1m1ng of the charges to the Federal
Government and related Federal reim-
bursements and the non-Federal enti-
ty's contributions to the PRHP fund.
Adj\lstments may be made by cash re-
fund, reduction in current year'l! 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 rund.
(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 actuarial cost
method and funds PRHP costs in ac-
cordance with this method, the initial

§200.431

unfunded llab1l1ty attributable to prior
years is allowable if amortized over a
period of years in acoordance with
GAAP, or, if no such GAAP pertod ex-
ists, over a period negotiated with the
cognizant agency for indirect. costs.
(5) To be allows.ble in the current

year, the PRHP costs must be paid ei-
ther to:
(1) An insurer or other benefit pro-

vider 88 current year coste 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 a.n equitable share of any
amounts of previously aJ]owed post-re-
tirement benefit coste (including earn-
ings thereon) which revert or inure to
the non-Federal ent1ty in the form of a
refund, withdrawal, or other credit.

(I) Severance Pay. (l) Severance pay,
80180 oommonly referred to as dismissal
wages, js a payment in addition to reg-
ular salaries and wages, by non-Federal
entities to workers whose employment
is being terminated. C08ts 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 pollcy that constitutes,
in effect, an implied agreement on the
non-Federal entity's part, or (d) cir-
cumstances of the particular employ-
ment.
(2) Costs of severance payments are

divided into two categories as follows:
(1)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 the non-Fed-
eral entity.
(ii) 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 allowable. However,
the Federal Government recognizes its
obligation to participate, to the extent
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§2oo.432
of its fair share, in any spec1f1cpay-
ment. Prior approval by the Federal
awarding agency or cognizant agency
for indirect cost, &B appropriate, is re-
quired.

(3) Costs incurred in certain sever-
ance pay packages which are in an
amount in excess of the normal sever-
ance pay paid by the non-Federal enti-
ty to an employee upon termination of
employment and are paid to the em-
ployee contingent upon a change in
management control over, or owner-
ship of, the non-Federal entity's assets,
are unallowable.

(4) Severance payments to foreign na-
tionals employed by the non-Federal
entity outside the United States, to
the extent that the amount exceeds the
customary or preva.1l1ngpraotnces for
the non-Federal entity in the United
States, are unallowable, unless they
are necessary for the performance of
Federal programs and approved by the
Federa.l a.wa.rdingagency.

(5) Sever&Jlcepayments to foreign na-
tionals employed by the non-Federal
entity outside the United States due to
the termination of the foreign national
as a result of the closing of, or curtail-
ment of activities by, the non-Federal
entity in that country, are unallow-
able, unless they are necessary Corthe
performance of Federal programs and
approved by the Federal awarding
agency.

m(l) For /HE! only. Fringe benefits in
the form of tuition or remission of tui-
tion for individual employees are al-
lowable. provided such benefits are
granted in accordance with established
non-Federal entity policies, and are
distributed to all non-Federal entIty
activities on an equitable basis. Tui-
tion benefits for family members other
than the employee are unallowable.

(2) Fringe beneDts in the form of tui-
tion or remission of tuition for indi-
vidual employees not employed by
IREs are llmited to the tax-free
amount a.llowed per section 127 01 the
Internal Revenue Codeas a.mended.

(3) IllEs may offer employees tuition
waivers or tuition reductions 10r 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 to1tion

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

or remission of tuition is also limited
to the institution for which the em-
ployee works. See §200.466ScholaI'8hipe
and student aid costs, for treatment of
tuition remission provided to students.

(k) For IBEs whose oosts are paid by
state or local governments, fringe ben-
efit programs (such as pension coste
and FICA) and any other benefits costs
speciflcally incurred on behalf 01, and
in direct benefit to, the non-Federal
entity, are allowable costs of such non-
Federal entities whether or not these
costs are reoorded in the' accounting
records of the non-Federa.l entities,
subjeot to the 10llowing:
(1) The costs meet the requirements

of Basic ConsideratIons in §§200.402
Composition of costs through 200.411
Adjustment of previoualy negotiated
indirect (F&A) cost rates containing
unallowa.ble costs of this subpart;

(2) The costs are properly supported
by approved cost allocation plans in ac-
cordance with applicable Federal cost
accounting principles: and

(3) The costs are not otherwise borne
d1rectly or indirectly by the Federal
Government.
[78 FR 78608, Dec. 26, 2013. AI! a.mended at 79
FR 75886, Dec. 19. 2014]

1200.492 ConferenceB.
A conference is defined as a meeting,

retreat, seminar, symposium, work-
shop or event whose primary purpose is
the dissemination 01 technical infor-
mation beyond the non-Federal entity
and is neceseary and reasonable for
successful performance under the Fed-
eral award. Allowable conference costs
paid by the non-Federal entity as a
sponsor or host 01 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-
ent-care resources are allowable. Con-
ference hoeta/sponsors must exercise
discretion and judgment in ensuring
that conferenoe costs are appropriate.
necessary and ma.naged in a manner
that minimizes costs to the Federal
award. The Federal awarding agency
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may authorize exceptions where appro-
prlate for programs including Indian
tribes, ch1ldren, and the elderly. See
also §§200.438 Entertainment costs.
200.466 Pa.rticipant support, costs,
200.4'14 Travel costs, and 200.4'15 Trust-
ees.

§200.433 Contingency provisioDli.
(a) Contingency is that part of a

budget estimate of future costs (typi-
cally of large oonstruotion projects, IT
systems, or other items as approved by
the Federal awarding agency) which is
assoctated with poB8ibleevents or con-
ditions arising from causes the precise
outcome of which itl indeterminable at
the time of estimate, and that experi-
ence shows will likely result, in aggre-
gate, in additional costs for the ap-
proved activity or project. Amounts for
major project scope ch&1lges, unfore-
seen risks, or extraordinary events
may not be included.
(b) It is permissible for contingency

amounts other than those excluded in
paragraph (a) of this section to be ex-
plicitly included in budget estimates,
to the extent they are neoessary to im-
prove the precision of those estimates.
Amounts must be estimated using
broadly-accepted cost estimating
methodologies, speo11ledin 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 actual costs in-
curred to be allowable, they must com-
ply with the cost principles and other
requirements in this part (see also
f§200.SOO Statutory and national policy
requirements through 200.909 Period of
performance of Subpart D of this part
and 200.403 Factors affecting allow-
a.bility of coste); be necessary and rea-
sonable for proper and efficient accom-
plishment of project or program objec-
tives, and be verifiable from the non-
F'ederal entity's records.
(c) Payments made by the Federal

awarding agency to the non-Federal
entity's "contingency reserve" or any
similar payment made for events the
occurrence of which cannot be foretold
with certainty as to the time or inten-
sity, or with an assurance of their hap-
pening, are unallowable, exoept as
noted in §§200.431 Compensation-

§200A34

Cringe benefits regarding self-insur-
ance, pensions. severance and post-re-
tirement health costs and 200.44'1 Insur-
ance and indemnification.
['78 FR 78608, Dec. 26, 2018. 8.8 &.mended at 79
FR 75886, Dec. 19. 2014J

t JOO.4S4 ContributioDli and donatioDli.

(a) Costs of contributions and dona-
tions, including cash, property, and
services, from the non-Federal entity
to other entities, are unallowable.
(b) The value of services and property

donated to the non-Federal entity may
not be charged to the Federal award ei-
ther as a direct or indirect (F&A) cost.
The value of donated services and prop-
erty may be used to meet cost sharing
or matching requirements (see 1200.306
Cost sharing or matching). Deprecia-
tion on dona.ted a.ssets is permitted in
accordance with §200.436 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, oon-
sultants, and other sk1lled 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 va.lue of donated
services may be used to meet cost shar-
ing or matching requirements in ac-
cordance with the provisions of 1200.306
Cost sharing or matching.
(d) To the extent feasible, services

donated to the non-Federal entity will
be supported by the same methods used
to support the allocab1l1ty of regular
personnel services.
(e) The following provtstons apply to

nonprofit organizations. 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 raters)
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 1smaterial;
(2) The services are supportsd by a

significant amount of the indirect
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costs incurred by the non-Federal enti-
ty;
(1) In those instances where there is

no basis for determining the fair mar-
ket value of the services rendered, the
non-Federal entity and the cognizant
agency for indirect costs must nego-
tiate an appropriate allocation of Indi-
rect 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 Federa.1 award or used to
meet cost sharing or matching require-
ments.

(!) Fair market value of donated
services must be computed as described
in §2110.306Cost 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
oharged to the Federal a.wa.rdeither a.s
a direot or indirect oost.
(2)The value of the donations may be

used to meet cost sharing or matching
share requirements under the condi-
tions described in §f 200.300Statutory
and national polioy requirements
through 200.309Period of performance
of subpart D of this part. The value of
the donations must be determined In
a.ccordance with §§200.300Statutory
and national policy requirements
through 200.809Period of performance.
Where donations are treated as indirect
coste, indirect cost rates will separate
the value 01 the donations 80 that re-
tmbursement will not be made,
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75886, Dec. 19, 2014]

§200.485 Defe_ and proeecution of
criminal aDd civil prooeedinge,
claim., appeala and patent infringe·
ment•.

(a) Definitions for the purpoees of
thts 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 CFR Ch. II (1-1-15 Edmon)

(2) Costs include the services of in-
house or private counsel, a.ccountants,
consultants, or others engaged to as-
sist the non-Federal entity before, dur-
Ing, and after commencement of a judi-
oial or administrative prooeeding, that
bea.r a direot relationship to the pro-
ceeding,

(3) Fraud means:
(1) Aots of fraud or eorruptaon or at-

tempte to defraud the Federal Govern-
ment or to corrupt 1ts agents,

(11) Acts that constitute a. cause for
debarment or euspension (as specified
in !!.gelloyregulattons), and
(iii) Acts which violate the False

Claims Act (31 U.S.C. 3729-8782)or the
Anti-kickhMlk Aot (41 U.S.C. 1S2lla-
7b(b».

(4) Penalty does not 1nclude restitu-
tion, reimburBement, or compeneatory
damages.

(5) Proceeding Includes an investiga-
tion.
(b) Costs. (1) Except as otherwise de-

scribed herein, oosts incurred in con-
nection with any criminal, civil or ad-
mInistra.t1ve prooeeding (including fil-
Ing of a false certification) commenoed
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
parties or a current or former em-
ployee of the non-Federa.l entity who
Bubmits a whistleblower complaint of
reprisal in a.ccordance with 10 U.S.C.
2409or 41U.S.C. 4712),are not allowable
if the proceeding:
(1)Relates to a violation of, or fallure

to comply with, a Federal, state, local
or foreign statute, regulation or the
terms and conditions of the Federal
award, by the non-Federa.l entity (10-
cluding its agents and employees); and
(11)Reeults in any of the following

dillpositions:
(A) In a criminal proceeding, a con-

viction.
(B) In a civil or administrative pro-

ceeding 1l1volving an allegation of
fraud or similar misconduct, a deter-
mination of non-Federal entity liabil-
ity.
(C) In the case of any civ1l or a.dmin-

tstrattve proceeding, the disallowance
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of costs or the imposition of a mone-
tary penalty, or an order issued by the
Federal awa.rding agency head or dele-
gate to the non-Federal entity to take
corrective action under 10 U.S.C. 2409
or 41 U.S.C.4712.

(D)A f1naJdecision by an appropriate
FederaJ oHiclal to debar or suspend the
nOD-Federalent1ty, to rescind or void a
Federal award, or to terminate a Fed-
eraJ award by reason of a violation or
failure to comply with a statute, regu-
lation, or the terms and conditions of
the Feder&!award.

(E) A disposition by consent or com-
promise, if the action could have re-
stilted In any of the dispositioDS de-
scribed in pa.ragraphs (b)(l)(ii)(A)
through (D)of this section.

(2) If more than one proceeding in-
volves the sa.me alleged misconduct,
the costs of all such proceedings a.re
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 oosts incurred may be
a.llowed 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, locaJ or foreign government,
the authorized Federal officiaJ may
allow the costs incurred if such author-
ized officiaJ determines that the costs
were incurred as a result of:

(1)A specific term or condition of the
Federal award, or .

(2) Specific written direction of an
authorized official of the Federal
awa.rdingagency.

(e) Costs incurred in connection with
proceedings described in paragraph (b)
of this section, which a.re not made un-
aJlowable by that subsection, may be
allowed but only to the extent that:

(1) The costs a.re reasonable and nec-
essary in relation to the administra-
tion of the Federal awa.rd and activi-
ties required to deal with the pro-
ceeding and the underlying cause of ac-
tion;

(2) Pa.yment of the reasonable, nee-
essa.ry, allocable and otherwise allow-

§200.435

able costs incurred is not prohibited by
any other provision(s) of the Federal
award;

(3) The costs are not recovered from
the Feder&! Government or a third
party, either directly as a result of the
proceeding or otherwise; and,

(4) An authorized Federal oHicial
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 expllcitly consid-
ered this 80percent limitatiOn and per-
mitted a higher percentage, then the
full amount of costs resulting Crom
that agreement are aJIowable.

(f) Oosts incurred by the non-Federal
entity in connection with the defense
of suits brought by its employees or ex-
employees under section 2 of the Major
Fraud Act of 1988(18 U.S.C. 1031), in-
cluding the cost of all relief neoesaary
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 final Federal agency
decisions, are unaJlowable.

(h) Costs of legal, accounting, and
consultant services, and related costs,
incurred in connection with patent in-
fringement litigation, a.re unallowable
unless otherwise provided for in the
Federal award.

(i) Costs which may be unallowable
under this section, including directly
associated costs, must be segregated
and accounted for sepa.rately. During
the pendency of any proceeding covered
by paragraphs (b) and (0 of this sec-
tion, the FederaJ Government must
generally withhold payment of such
costs. However, if in its best interests.
the Federal Government may provide
for conditional payment upon provision
of adequate seCurity, or other adequate
assurance, and ap-eement to repay all
unallowable costs, plus interest, if the
costs are subsequently detennined to
be unallowable.
['8 FR '8608. Dec. 26. 2013. as amended at 79
FR 75886,Dec. 19, 2014]
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§200.436 Depreciation.
(a) Depreciation Is the method for al-

locating the cost of fixed a.sset.sto peri-
ods benefitting from a.sset use. The
non-Federal entity may be com-
pensated for the use of its buildings,
capital improvements, equipment, and
software projecte capitalized in accord-
ance with GAAP, provided that they
are used, needed in the non-Federal en-
tity's activities, and properly allocated
to Federal awards. Such compensation
must be made by computing deprecia-
tion.
(b) The allocation 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 a.cquisition cost of the a.ssets in-
volved. For an asset donated to the
non-Federal entity by a third party, its
fa.1rmarket 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-
prectatton, the acquisition cost will ex-
clude:
(1)The cost of land;
(2) Any portion of the cost of build-

ings and equipment borne by or do-
nated by the Federal Government. irre-
spective of where title WIUl 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
agreement prohibits recovery; and
(4) Any asset acquired solely for the

performance of a non-Federal award.
(d) When computing depreciation

charges, the following must be ob-
served:
(I) 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 asaet (or group of
assets) to accounting periods must re-
flect the pat.tern of consumption of the

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

asset during its useful life. In the ab-
sence of clear evidence indicating that
the expected consumption of tbe aeset
will be significantly greater in the
early portions than in the later por-
tions of its usefull1fe, 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 advanoe by the cog-
nizant agency. The depreciation meth-
ods used to caloulate the depreoiation
amounts for 1Dd1rect (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 11fe. A building
may also be divided into multiple com-
ponents. Each component item may
then be depreciated over its estimated
useful Ufe. The bun ding components
must be grouped into three general
components of B. building: building
shell (including construction and de-
sign costs), building services systems
(e.g., elevators. HVAC, plumbing sys-
tem and heating and air-conditioning
system) and fixed equipment (e.g.,
sterilizers. casework, fume hoods. cold
rooms and gla.sswarelwB.shers).In ex-
ceptional cases, a. cognizant agency
may authorize 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 depreoiation methods
must be used for Indirect (F&A) pur-
poses and financial statements pur-
poses, as described in paragraphs (d)(l)
and (2)of this section.
(4) No depreciation may be allowed

on any assets that have outlived their
depreciable lives.
(5)Where the depreciation method is

introduced to replace the use allow-
ance method, depreciation must be
computed as if the asset had been de-
preCiated over its entire Ufe (I.e., irDm
the date the asset was acquired and
rea.dy for use to the date of disposal or
withdrawa.l from service). The total
amount of use allowance and deprecia-
tion for an asset (including imputed de-
preciatdon applicable to periods prior
to the conversion from the use allow-
ance method as well as depreciation

156
AIT ACHMENT .j2 . _

00 \4-'0PAGE .•__. OF _•..-.••__.' PAGES



OMB Guidance

after the conversion) may not exceed
the total acquisition cost of the asset.
(e) Charges for depreciation must be

supported by adequate property
records, and physical inventories must
be taken at least once every two years
to ensure that the a.ssets exist and are
usable, used, and needed. Statistical
sampling techniques may be used in
taking these inventories. ID addition,
adequate depreciation records showing
the amount of depreciation taken each
period muet also be maintained.

[78 FR 78808. Dec. 28, 2013. all ameaded at 79
FR 75886.Dec. 19. 2014]

§2OO•..a7 Employee health and welfare
costI.

(a) Coste 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) Buch costs w1ll be equitably ap-

portioned to all activities of the non-
Federal entity. Income generated from
any of these activities w1ll be credited
to the cost thereof unlesa such income
has been irrevocably sent to employee
welfare organizations.
(c) Losses resulting from operating

food services are allowable only if the
non-Federal entity's objective is to op-
erate such services on a break-even
basts. Losses sustained because of oper-
ating objectives other than the above
are allowable only:
(I) Where the non-Federal entity can

demonstrate unusual circumstances;
and
(2) With the approval of the cog-

nizant agency for indirect costs.

1200.438 Entertainment COlIta.

Costs of entertainment, including
a.musement, diversion, and social ac-
tivities and any assoclated costs are
una.llowable, except where specific
costs that might otherwise be consid-
ered entertainment have a pro-
grammatic purpose and are authorized
either in the approved budget for the
Federal award or with prior written ap-
proval of the Federal awarding agency.

1200.439

1200.439 Equipment and other capital
expenditures.

(a) See §§?AXI.1SCapital expenditures,
200.33 Equipment, 200.89 Special pur-
pose equipment. aJO.~ General purpose
equipment. 200.2 Acquisition cost, and
200.12 Ca.pital asaeta.
(b) The following rules of 11.110 .•••-

ability must apply to equipment and
other capital expenditures;

(1) Capital expenditures for general
purpose equipment, buildings. and land
are unallowable as direct charges, ex-
cept with the prior written approval of
the Feders.l awarding agency or pass-
through entity.
(2) Capital expenditures for special

purpose equipment are allowable as di-
rect costs, provided that items with a
unit cost of $6,000 or more have the
prior written approval of the Federal
awarding agency or pass-through enti-
ty.
(3) Capital expenditures for improve-

ments to land, buildings, or equipment
which materially increase their value
or useful life are unallowable as a di-
rect cost except with the prior wri tten
approval of the Federal awarding agen-
cy, or pass-through'entity. See §2OO.436
Depreciation, for rules on the allow-
ability of depreciation on buildings,
capital improvements, and equipment.
See also §2OO.465Rental costs of real
property and equipment.
(4)When approved as a. direct charge

pursuant to paragraphs (b)(I) through
(3) of this section. capital expenditures
w1ll be charged in the period in which
the expenditure is IncWT8d, or as oth-
erwise determined a.pproprlate and ne-
gotiated with the Federal awarding'
agency.
(5) 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 Federal
cognizant agency for indIrect cost.
(6) Cost of equipment disposal. If the

non-Federal enti ty 15 instructed by the
Federal awarding agency to otherwise
dispose of or transfer the equipment
the costs of such disposal or transfer
are allowable.
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(7) Equipment and other capital ex-
penditures are unallowa.ble as indirect
costs. See 1200.436 Depreciation.
['18 FR 786011, Dec. ll6,2OlS, as amendedat 79
FR 75886, Dec. 19. 2014]

§200.440 E:a:cbaugerates.
(a) Cos\' increases for fluctuations in

exchange rates are allowable coste sub-
ject to the avaUab1lity of funding.
Prior approval of exchange rate fluc-
tuations is required only when the
ch!lJlge results in the need for addi-
tiona.1 Federal funding. or the in-
creased costs result in the need to 6ig-
n111cantly reduce the scope of the
projeot. The FederaJ awarding agency
must however ensure that adequate
lunds are available to cover currency
nuctuations 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 gaine to determtne the need for
additional federal funding before the
expiration date of the Federal award.
Subsequent adjustments for ourrency
tnoreaees may be a.1lowable only when
the non-Federal entity provides the
Federal awarding agency with ade-
quate source documentation from a
commonly used source in effect at the
time the expense was made, and to the
extent that sufficient Federal funds are
available.
[78 FR 78608, Dec.26.2013,as lUIlended at 79
FR76886,Dec. 19,2014]

t 200Ml FiDe8, penalties, clamae'e8
and other settlemeDts.

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 raising aDd investmeDt
lDaDagemeDtoostll.

(a) Costs of organized fund raising,
including financial campafgns, endow-

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

ment drives. sol1citation of gifts and
bequests. and BimUar expenses incurred
to raise capital or obtain contributions
a.re unallowable. Fund raising costs for
the purposee of meeting the Federal
program objectives a.re allowable with
prior written approval from the Fed-
eral awarding agency. Proposal costs
are covered in 1200.460 Proposal costs.

(b) Costs of investment counsel and
staff and similar expenses incurred to
enhs.nce income from investments are
unallowable except when assccrated
with investments covering pension,
self-insurance. or other funds which in-
clude Federal participation allowed by
this pa.rt.

(c) Coats related to the physica.1 cus-
tody and control of monies and securi-
ties are allowable.

(d) Both allowable and unallowable
fund raising and investment activities
must be Allocated as an appropriate
share of indirect costs under the condi-
tions described in 1200.413 Direct costs.

12000443 Gainll and lones OD disposi.
tiODof depreciable assets.

(a) Gains and losses on the sale. re-
tirement, or other disposition of depre-
ciable property must be included in the
year in which they occur as credits or

. charges to the asset cost grouping(s) in
which the property was included. The
amount of the gain or loss to be in-
cluded as a. credit or charge to the ap-
propriate asset cost grouping(s) is the
difference between the amount realized
on the property and the undepreclated
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 oonditions:

(1) The gain or loss Is processed
through a depreciation account and is
reflected in the depreciation allowable
under §§200.436 Depreciation and 200.439
Equipment and other capital expendi-
tures.

(2) The property is given in exchange
a.s 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) Compensat1on for the use of the
property was provided through U8eal-
lowances in lieu of depreoiation.
(5) Ga.ins and losses arising from

mass or extraordinary sales, retire-
ments, or other dispositions must be
considered on a case-by-case basis.
(c) GaiDl!or losses of a.nynature aris~

ing from the sale or exchange of prop-
erty other than the property covered in
para.gTll.ph(a) of thiB sectton, e.g., land,
must be excluded in computing Federal
a.ward costa.
Cd)When assets a.oqu1redwith Fed-

eral funds, in part or wholly, are dis-
posed of, the distribution of the pro-
ceeds must be made in accordance with
H 200.310 Insurance Coverage through
200.316 Property trust relationship.
['18 FR 78608, Dec. 26, 2018, as amended at 79
J'R 75886.Dec. 19. 2014]

§200.444 General coa1sof government.
(a) For states, local governments,

and Indian Tr1bes, the general costs of
government are unallowable (except as
provided in §200.474Travel costs). Unal-
lowable costs inolude:
(1) Salaries and expenees of the Office

of the Governor of a state or the chief
executive of a local government or the
chief executive of an Indian moe;
(2) Salaries and other expenses of a

state legislature, triba.l council, or
similar local governmental body, such
as a. county supervisor, city counc1l,
school board, etc., whether incurred "for
purposes of legislation or executive di-
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 General as
described in 1200.435 Defense and pros-
ecution of criminal and civil pro-
ceedings, claims, appeals and patent
infringements); and
(5) Costs of other general types of

government services normally provided
to the general public, such as fire and
police, unless provided for as a direct
cost under a program statute or regula-
tion.
(b) For Indian tribes and Councils of

Governments (COGs) (see §200.64Local

§200.446

government), up to 50% of salaries and
expenses directly attributable to man-
aging and operating Federal programs
by the chief executive and his or her
staff can be included in the indirect
cost calculation without documenta-
tion.
['18 FR 78606. Dec. 26. llO13,8.8 amended at 79
FR 75886, Dec. 19. 2014]

§SOO.446Goods or IItlrvicee for per-
IIODa11U1e.

(a) Costs of goods or services for per-
sonal U8e of the non-Federal entity's
employees are unaliowable regardlesa
of whether the cost is reported as tax-
able income to the employees.
(b) Costs of housing (e.g., deprecia-

tion, maintenanoe, utilities, fur-
nishings, rent), hOU8ingallowances a.nd
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
advance by a Federal awarding agenoy.

§200.448 Idle facilities and idle capac-
ity.

(a) As used in this section the fol-
lowing terms have the meanings set
forth in this section:
(1) Facilities 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 leased
by the non-Federal entity.
(2) Idle facilities means oompletely

unused facilities that are excess to the
non-Federal entity's current needs.
(3) Idle capacity means the unused

capacity of partially used facilities. It
is the difference between:
(I) That which a fac1Uty could

achieve under 100 percent operating
time on a one-shift basis less operating
interruptions resulting from time lost
for repairs, setups, UDsatisfactory ma-
terials, a.ndother normal delays and;
(11)The extent to which the fac1l1ty

was actually used to meet dema.nds
during the accounting period. A multi-
shift basis should be used if it can be
shown that this amount of usage would
normally be expected for the type of fa-
cility involved.
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(4) Cost of idle iac1l1ties or idle ca-
pacity means costa such ILIl mainte-
nance, repair. housing. rent. and other
related costa. e.g.• insurance. interest.
and depreCiation. These costs could in-
clude the costs of idle publ1c safety
emergency facilities. telecommuni-
cations, or information technology sys-
tem capacity that is built to withstand
major nuctuations in load. e.g.• con-
solidated data centers.
(b) The costs of idle facilities are un-

allowable except to the extent that:
(1)They are necessary to meet work-

load requirements which may fluctuate
and are allocated appropriately to all
benefiting programs; or
(2) Although not necessary to meet

nuctuations in workload, they were
necessary when acquired and are now
idle because of changes in program re-
quirements. efforts to achieve more ec-
onomical operations. reorganill&tion,
termination, or other causes which
could not have been reasonably fore-
seen. Under the exception stated in
th1Bsubsection. costs of idle facilities
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 COBtsof 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. Buch costs are a.llowable.
provided that the capaoity is rea.son-
a.bly anticipated to be necessary to
carry out the purpose of the Federal
award or was originally rea.aonable and
is not subject to reduction or elimi-
nation by use on other Federal awards.
subletting. renting. or sale. In accord-
ance with sound business. economic. or
security practices. Widespread idle ca-
pacity throughout an entire fa.c1l1tyor
among a group of assets having sub-
stantially the same function may be
considered idle fac1lities.

§200.447 Insurance 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 a.c-

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

tivitles are allowable subject to the
following l1mltations:
(1) Types and extent and cost of cov-

erage are in accordance with the non-
Federal entity's pol1cy and sound busi-
ness practice.
(2) Costs of insurance or of oontribu-

tions to any reserve covering the risk
of lOBSof. or damage to. Federal Gov-
ernment property are unallowa.ble ex-
cept to the extent that the Federal
awarding agency ha.s speoifically re-
quired or approved such costs.
(3) Costs allowed for business inter-

ruption or other similar insurance
must exclude coverage of management
fees.
(4) Costs of insurance on the lives of

trustees, officers. or other employees
holding poeittons of similar respon-
sibilities are allowa.ble only to the ex-
tent that the insurance represents ad-
ditional compenss.tlon (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 agatnst defects. Costs of

insurance with respect to any oosts in-
curred to correct defects in the non-
Federal entity's materials or work-
manship are unallowable.
(6) Medical Uab1l1ty(malpractice) in-

surance. Medical liability insurance is
&II allowable cost of Federal research
programs only to the extent that the
Federal research programs involve
human subjects or tra.1ning of parttcf-
pants in research techn1ques. Medical
lia.b11ityinsurance costs must be treat-
ed aa a direct cost and must be as-
signed to individual projects ba.sed on
the manner in which the insurer allo-
cates the risk to the population cov-
ered by the Insurance.
(e) Actual loesee which could have

been covered by permissible insurance
(through a self-insura.nce progrs.m or
otherwise) are unallowable. unless ex-
preBBly provided for in the Federal
award. However. costs incurred because
of Iosees not covered under nominal de-
ductible insurance coverage provided
in keeping with Bound management
practice. and minor losses not covered
by insurance, such as spoila.ge. break-
age, and disappearance of sma.ll ha.nd
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.ve been allowed had 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 tha.n one
year after the provision is made, must
not exceed the discounted present
value of the l1ab1lity. The rate used tor
discounting the liabH1ty must be deter-
mined by giving consideration to such
fa.ctors as the non-Federa.l entity's set-
tlement rate for those liab1Uties and
its investment rate of return.

(2) Earnings or investment income on
reserves must be credtted to those re-
serves.
(3)(i) Contributions to reserves must

be baaed on sound actua.r1al principles
using historical experience and reason-
a.ble assumptions. Reserve levels must
be analyzed and upda.ted at lee.st bien-
nially for each major risk being in-
sured and take into account any rein-
surance, coinsurance, etc. Reserve lev-
els related to employee-related cov-
erages will normally be limited to the
value of claims:
(A) Submitted and adjudicated but

not paid;
(B) Submitted but not adjudioated;

and
(C) Incurred but not submitted.
(ii) Reserve levels in excess of the

amounts based on the above must be
identified and justified in the cost a.llo-
cation plan or indirect cost rate pro-
posal.
(4) Accounting records, actuaria.l

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 individua.l depart-
ments or agencies of the non-Federal
entity experience I!ignifica.ntly dU-
ferent levels of claims for a particular
risk. those differences are to be recog-
nized by the use of separate allocations

§2oo..44&

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, chargea.ble in accordance with
applica.ble Federal cogniZlUlt agency
for indirect cost, claims collection reg-
ulations.
(e) Insurance refunds must be cred-

ited against insurance costs in the year
the refund is received.

(1) Indemnification includes securing
the non-Federal entity against Iiabrl-
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.

§!OO.,"8 Intellectual property.
(a) Patent casts. (1) The following

costs related to securing patents and
copyrights are allowable:

(1) Costs of preparing disclosures, re-
ports, and other documents required by
the Federal award, and of searching the
art to the exten t 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

(111) General counseling services re-
lating to patent and copyright matters,
such es 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 rela.ted to se-

curing patents and copyrights are unal-
lowa.ble:
(1) Costs of preparing disclosures. re-

ports, and other documents, and of
searching the art to make dtsclosuree
not required by the Federal award;
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§200.449

(11)Costs in connection with f1l1ng
and prosecuting any foreign patent ap-
plication, or any United States patent
application, where the Federal award
does not require conveying title or a
royalty-free license to the Federal
Government.

(b) Royalties and other costs JOT 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 performance
of the Federal award are allowable un-
less:
(i) The Federai Government already

has a 11censeor the right to free use of
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

determin1ng reasonableness where the
royalties may have been arrived at &8 a
result of less-than-arm's-length bar-
gaining, such as:

(1) Royalties paid to persons, includ-
ing corporations, aff1l1ated with the
non-Federal entity.
(ii) Royalties paid to unaffiliated

parties, including oorporations, 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 any case involv1ng a patent or

copyright formerly owned by the non-
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 amended a.t 79
FR 76886,Dec. 19, 2014]

§200.449 Intereat..
(a) General. Costs incurred for inter-

est on borrowed capital, temporary use
of endowment funds, or the use of the
non-Federal entity's own funds, how-
ever represented, are unallowable. Fi-
nancing costs (including interest) to
acquire, construct, or replace capital

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

assets are allowable. subject to the
conditions in this section.
(b)(l) Capital assets is defined as

noted in §200.12 Capital assets. All
asset cost includes (as Il.ppl1cable)ac-
quisition costs, construction costs, and
other costs capitalized in accordance
with GAAP.
(2) For non-Federal entity fillC8.l

yeare beginD1Dgon or a.fter January I,
2016, 1nt.a.ng1bleassets include patents
and computer software. For software
development projects, only interest a.t-
tributable to the portion of the project
costs capitalized in acoordance with
GAAPis allowable.

(c) Conditions for all non-Federal enti-
ties. (1) The non-Federal entity uses the
capital assets in support of Federal
awards;
(2) The allowa.ble aseet costs to ac-

quire fll.C11itiesand equipment are I1m-
ited to a fa.irma.rket value available to
the non-Federal entity from an unre-
lated (arm's length) third party.
(3) The non-Federal entity obta.1Ds

the financing via an arm's-length
traneaction (that is, a transaction with
an unrelated third party); or claims re-
imbursement of actua.l iDterest oost at
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.tive. For example, a oa.pltal lease
may be determined 18!l!l costly than
purchasing through debt financing, in
which case reimbursement must be
limited to the amount of iDtereet de-
term1Dedif leasing had been used.
(6) The non-Federal entity expenses

or capitalizes allowable interest cost in
accordanoe with GAAP.
(6) Earnings generated by the invest-

ment of borrowed funds pending their
disbursement for the asset costa are
used to offset the current period's al-
lowable interest cost, whether that
cost is expensed or capitalized. Earn-
ings subject to being reported to the
Federal Internal Revenue Service
under arbitrage requirements are ex-
cludable.
('1) The following conditions must

a.pply to debt arrangements over $1
million to purchase or construct facili-
ties, unless the non-Federal entity
makes an initial equity contribution to
the purchase of 25percent or more. For
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this purpose, "initial equity contribu-
tion" means the amount or value of
contributions made by the non-Federal
entity for the acquisition of fac1l1ties
prior to occupancy.
(i) The non-Federal entity must re-

duce claims tor reimbursement of in-
terest cost by an amount equal to im-
puted interest earningS on excess cash
flow attributable to the portion of the
facility used for Federal awards.
(11)The non-Federal entity must im-

pute intereet on excess 0&Shflow as fol-
lows:
(A) Annually, the non-Federal entity

must prepare a cumulative (from the
inception of the project) report of
monthly cash inflows and outflows, re-
gardless of the fUnding source. For this
purpose, inflows consist of Federal re-
imbursement for depreciation, amorti-
zation of capitalized construction in-
terest, and annual interest cost. Out-
flows consist of initial equity contribu-
tions, debt principal payments (less the
pro-rata share attributable to the cost
of land), and interest payments.
(B) To compute monthly cash inflows

and outflows, the non-Federal entity
must divide the annua! 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 ra.te of interest
to be used must be the three-month
Treasury bill cloB1ngrate as of the last
business day of that month.
(8)Interest attributable to a fully de-

precia.ted asset Is unallowable.
(d) Additional conditions for states,

10caJ governments and Indian tribes.
For costs to be allowable, the non-Fed-
eral entity must have incurred the in-
terest costs for buildings after October
1, 1980,or for land and equipment after
September I, 1995.
(1)The requirement to offset interest

earned on borrowed funds against cur-
rent allowable interest cost (paragraph
(c)(5), above) also applies to earnings
on debt service reserve funds.
(2)The non-Federal entity will nego-

tiate the amount of allowa.ble interest
cost related to the acquisition of fa.cili-

§200A50

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 cash
inflows and outflows attributable to
that portion of the real property used
for Federal awards.
(e) Additional conditions for IHEs.

For costs to be allowable, the !HE
must have incurred the interest costs
a.fter September 23, 1982,in connectton
with acquisitions of capital assets that
occurred after that da.te.

(0 Addltiona.l 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-
ourred after that date.
(g) The interest allowab1l1ty provi-

sions of this section do not apply to a
nonprofit organization subject to "full
coverage" under the Cost Accounting
Standards (CAS), as defined at 48 CFR
9908.201-2(1\.).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 CAS 417 (48CFR
9904.417),"Cost of Money as an Element
of the Cost of Capital Assets Under
Construction" .

I200.460 ~byin •.
(a) Tbe 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 oth-
ers, the provisions of 31U.S.C. 1352,as
well as the common rule, "New Re-
strictions on Lobbying" publ1shed 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 15, 1990),57 FR 1772(January 16,
1992),and 61FR 1412(January 19, 1996).
(b) Executive lobbying costs. Costs

incurred in attempting to improperly
influence either directly or indirectly,
an employee or officer of the executive
branch of the Federal Government to
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give consideration or to act regarding a
Federal award or a regulatory matter
are unallowable. Improper 1nt1uence
mea.n.s any influence that induoes 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 mertts of the matter.

(c) In addItion to the above, the fol-
lowing restriotions are applicable to
nonprofit organizations and IHEs:
(1) Costs associated with the fol-

lowing activities are Unallowable:
(1) Attempts to influence the out-

comes of any Federal. state. or 100a1
eleotion, referendum, initiative, or
similar procedure, through in-kind or
oash contributions, endorsements, pub-
licity, or similar activity;
(11) Establishing, administering, con-

trtbuting to, or paying the expenses of
a political party, campaign, politioal
action committee, or other organiza-
tion establ1shed for the purpose of in-
fluencing the outcomes of elections in
the United States;

(iii) Any attempt to influence:
(A)The introduction of Federal or

state legislation;
(B) The enactment or modification of

any pending Federal or state legisla-
tion through communication with any
member or employee of the Congress or
state legislature (including efforts to
1nfluence state or local officius 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 publici ty or propaganda, or by
urging members of the general publfc,
or any segment thereof, to contribute
to or participate in any ma.es dem-
onstration, march, rally, fund raising
drive, lobbying campaign or letter
writing or telephone campaign; or
(D) Any government official or em-

ployee in oonneotion with a decision to
Signor veto enrolled legislation;

(Iv) Legislative liaison &.ctivities, in-
cluding attendance at legislative see-
SiODS or committee hea.r1ngs,gathering
information regarding legislation, and
analyzing the effect of legislation,
when such activities are carried OD 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 paragraph
(c)(I) of this section:

(1) Technica.l and factual 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 legisla.ture, or
subdivision, member, or cognizant staff
member thereof). in response to a doou-
mented request (including a Congres-
stonal Record notice requesting testi-
mony or statements for the record at a
regularly scheduled hearing) made by
the non-Federal entity's member of
congress, legislative body or a subdivi-
ston, or a oogniza.Ilt staff member
thereof. provided such information 1s
readily obtainable and can be readily
put in deliverable form. and Jurther
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 & written
request for such presentation made by
the Ch&.1rmanor Ra.nklng Minortty
Member of the Committee or Sub-
oommittee conducting such hea.rings;

(il) Any lobbying made unallowable
by paragraph (o)(l)(iii) of this seotaon
to influence state legislation in order
to direotly reduce the cost, or to avoid
matertal impairment of the non-Fed-
eral entity's authority to perform the
grant, contract, or other agreement; or

(iii) Any activity spectflcally author-
ized by statute to be undertaken with
funds from the Federal award.

(iv) Any activIty excepted from the
definitions of "lobbying" or "influ-
encing legislation" by the Internal
Revenue Code provisions that require
nonpront organizations to limit their
participation in direct and "grass
roots" lobbying activities in order to
retain their charitable deduction sta-
tus and avoid punitive excIse taxes,
I.R.C. §§501(cXS), 501(h), 4911(a), Includ-
Ing:

(A) Nonpartisan an&lysis, study, or
resea.rch reports;

(B) Examinations and discussions of
broad social, economic. and similar
problems; and

(C) Information provided upon re-
quest by a legislator for technical ad-
vice and assistance, as defined by I.R.C.
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§4911(d)(2)and 26 CFR 56.4911-2(c)(1}-
(c)(3).
(v) When a non-Federal entity seeks

reimbursement for indirect (F&A)
costs, tota.l lobbying costs must be sep-
&rately identified in tbe indirect (F&A)
cost rate proposa.l, and thereafter
treated as other unallowable activity
costs in accordance witb tbe proce-
dures of §200.413Direct costs.
(vi) The non-Federal entity must sub-

mit as part of its annual indirect
(F&A) cost rate proposal a certification
that the requirements and standards of
this section have been complied with.
(See also §2OO.U5Required oertifl-
oations.)
(vi1)(A)Time logs, ca.lendars, or simi-

lar records are not required to be cre-
ated for purposes of complying with
the record keeping requirements in
5200.302 Financia.1 management wltb
respect to lobbying costs during any
partioular calendar montb when:

(1) The employee engages in lobbying
(as defined in paragraphs (c)(l) and
(c)(2) of this section) 25 percent or less
of the employee's compensated hours of
employment during that calendar
month; and
(2) Within the preceding f1ve-year pe-

riod, the non-Federal entity has not
materially misstated allowable or un-
allowable costs of any nature, includ-
ing legislative lobbying costs.

(E) When conditions in paragraph
(c)(2)(vii)(A)(1) and (2) of this section
are met, non-Federal entities are not
required to establ1sh records to support
the allowab1l1ty of claimed costs in ad-
dition to records already required or
maintained. Also, when oondrttcns in
paragraphs (c)(2)(vii)(A)(1) and (2) of
this section are met, the absence of
time logs, calendars, or similar records
will not serve as a baBie for disallowing
costs by contesting estimates of lob-
bying time spent by employees during
a calendar month.
(viii) Tbe Federal awarding agency

must establish procedures for resolving
in advance, in consultation with OMB,
any significant Q.uestions or disagree-
ments concerning the interpretation or
application of this section. Any sucb
advance resolutions must be binding in
any subsequent settlements, audits, or
investigations with respect to that
grant or contract for purposes of inter-

§200.453

pretation of this part, provided, how-
ever, that this must not be construed
to prevent a contractor or non-Federal
entity from contesting the lawfulness
of such a determination.

§2100.461Losses on other awards or
contraeta.

Any excess of costs over inoome
under any other award or contract of
any nature is una.llowable. Th1s in-
cludes, but is not lim1ted to, the non-
Federal entity's contributed portion by
reason of cost-sharing agreements or
any under-recoveries through negotia-
tion of nat amounts for indirect (F&A)
costs. Aleo, any excess of COBtsover au-
thorized funding levels transferred
from any award or contract to another
award or contract is unallowable. All
losses 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.

1200.452 Maintenance and repair
cods.

Costs incurred for ut1l1tles, insur-
ance, securtty, necessary maintenance,
janitorial services, repair, or upkeep of
buildings and equipment (including
Federal property unless otherwise pro-
vided for) which neither add to tbe per-
manent value of the property nor ap-
preclably prolong its intended life, but
keep it in an eff'loient operating condi-
tion, are allowable. Costs incurred for
improvements whicb 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 1200.439Equipment
and other capital expenditures). These
costs are only allowable to the extent
not paid througb rental or otber agree-
ments.

§200.463 Materials and suppJiell 00815,
includin, coetII of computiDe 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. Witbdrawa.ls
from general stores or stockrooms
must be charged at tbeir actual net
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cost under any recognl£ed naethod of
pricing inventory withdrawals, consist-
ently applied. Incoming transportation
charges are a proper part of materials
and supplies costs.
(c) Materials and supplies used for

tbe performance of a Federal award
may be cba.rged as direct costs. In tbe
specific case of computing devices,
charging as direot costs is allowa.ble for
devices tba.t are essential and allo-
cable, but not solely dedicated, to the
performance of a FederaJ award.
(d) Where federally-dona.ted or fUr-

nished materials are used in per-
form1ng the Federal a.ward, sucb ma.te-
rials will be used witbout charge.
[78 FR 78608, Dec.26, 2019, lUI a.mended at 79
FR '76887. Dec.19, 2OH]

1200.464 Memberships, subscriptioJlli,
and profMaicmal activity eoeta.

(a) Costs of the non-Federal entity's
membership in business, technica.l, and
professional organiza.tions are allow-
a.ble.
(b) Costs of the non-Federal entity's

subscriptions to busmess. professional,
and technical periodicals are allowable.
(0) Costs of membership in any civic

or community orga.n1zation are allow-
able with prior approval by the Federal
awarding agency or pass-through enti-
ty.
(d) Costs of membership in any coun-

try club or social or d1n1ngclub or or-
ganization are unallowable.
(e) Costs of memberehip in organiza-

tions wbose primary purpose is lob-
bying are unallowable. See also 1200.450
Lobbying.

§ 200.465 Organization costa.
Costs such as incorporation fees, bro-

kers' fees, fees to promoters, organizers
or management consultants, attorneys,
accountants, or investnaent 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.

§ 200.466 Participant IlUpport costs.
Participant support costs as defined

in §200.75 Participant support costs are
a.llowable with the prior approval of
the Federal awa.rd1ngagency.

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

t 200.467 Plant and IeCIlrity costs.
Necessary and reasona.ble 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; protective
(non-military) gear, devices, and equip-
ment; contractual security services;
and consultants. Capital expenditures
for plant seourity purposes a.re subject
to 5200.489 Equipment and other ca.pital
expenditures.
[78 FR 78608, Dec.26, 2013, as amended at '79
FR 7688'7, Dec.19.2014]

t 2000458 Pre-award COIits.

Pre-award costs are those incurred
prior to the effective date of the Fed-
eral award directly pursuant to the ne-
gotiation and in antiCipation 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 to the extent
that they would ba.ve been allowable if
incurred after the date of the Federal
award and only with the written ap-
proval of the Federal awarding agency.

1200..469 Professional service coet..
(a) Costs of professional and consult-

ant services rendered by persons who
are members of a particular professIon
or pOBSeBSa special skUl, and who are
not officers or employees of the nOD-
Federal entity, are allowable, subject
to paragraphs (b) and (c) when reason-
able in relation to the services ren-
dered and when not contingent upon
recovery of the costs from the Federal
Governnaent. In addition. legal and re-
lated services are limited under
1200.485 Defense and proseoutdon of
criminal and civil proceedings, claims,
appeals and patent infringements.
(b) In determin1ng the allowab1lity of

costs in a particular case, no single fac-
tor or any speoial combination of fac-
tors is necessarily determinative. How-
ever, the following factors are relevant:
(1) The nature and scope of the serv-

tee rendered in relation to the service
required.
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(2) The neceesity of contracting for
the service, considering the non-Fed-
eral entity's capability in the par-
ticular area.
(8) The past pattern of sucb 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 arisen).

(5) Whether the proportion of Federal
work to tbs non-Federal entity's total
businees Is such as to influence the
non-Federal entity in favor of incur-
ring the cost, partjcul~ly where the
services rendered are not of a con-
tinuing nature and bave l1ttle relatIon-
ship to work under Federal awards.
(6) Whether the service can be per-

formed more economically by cUrect
employment rather tba.n contracting.
(7) The qualifications of tbe indi-

vidual or concern rendering the service
and the customary fees charged, espe-
cially on non-federally funded activi-
ties.

(8) Adequacy of tbe contractual
agreement for the service (e.g., descrip-
tion of the service, estimate of time re-
quired, rate of compensation, and ter-
mination provisions).
(c) In addition to the factors in para-

graph' (b) of this sectton, to be allow-
able, retainer fees must be supported
by evidence of bona fide services avail-
able or rendered.

I JOO.460 Propoeal coste.
Proposal costs are the costs of pre-

paring b1ds, proposals, or appl1catlons
on potential 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 succeseful
and unsuccessful bids and proposals
normally should be treated as indirect
(F&A) costs and allocated currently to
aJl activities of the non-Federal entity.
No proposal costs of past accounting
periods will be allocable to the current
period.

t 200.461 Publication and printing
coatll.

(a) Publlcation costs for electronic
and print media, including dtstrtbu-
tion, promotIon, and general handling

§2oo.463

are a.llowable. If these costs are not
Identifiable with a particular cost ob-
jective, they sbould be allocated as in-
direct costs to all benefitIng activities
of tbe non-Federal entity.
(b) Page cba.rges for professional

journal publ:lcations are allowable
where:
(I) The publ1catlons report work sup-

ported by tbe Federal Government; and
(2) The charges are levied impartially

on all items published by the journal,
whether or not under a Federal award.
(8) The non-Federal entity may

oharge tbe Federal award before close-
out for the costs of publication or shar-
ing of research results if the costs are
not incurred during the period of per-
formance of the Federal award.

f 200.462 Rean-angement and recon-
version costs.

(a.) costs incurred for ordinary and
normal rearrangement and alteration
of facilities are allowable as indirect
costs. Special arrangements and alter-
atioDB coats incurred specifically for a
Federal award are allowable as a direct
cost with the prior approval of the Fed-
eral awarding agency or pase-tbrough
entity.
(b) Costs incurred in the restoration

or rehab1l1tation of the non-Federal en-
tity's fac1l1ties to approximately the
same condition exi8ting immediately
prior to commencement of Federal
award5, less coste relatsd to normal
wear and tear, are allowable.

§200.463 RecruJ.tiq costs.
(a) Subject to paragraphs (b) and (c)

of this section, and provided that the
size of the staff recruited and main-
tained is in keeping with workload re-
quirements, costs or "belp wanted" ad-
vertising, operating costs of an em-
ployment om~ necessary to secure
and maintain an adequate sta.fI, costs
of operating an a.ptitude and edu-
cational testing program, travel costs
of employees while engaged in recruit-
ing personnel, travel costs or appli-
cants for interviews for prospective
employment, and relooation costs in-
curred incident 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, costs not in excess of standard
commercial rates for such services are
allowable.
(b) Special emoluments, f'r1ngebene-

fits, and salary allowances Incurred to
a.ttract professional personnel that do
not meet the test of reasonableness or
do not conform with the establiBbed
practices of the non-Federal entity, are
unall owable.
(c) Where relocation ooets Incurred

incident to recruitment of a new em-
ployee have been funded in whole or in
part to a Federal award, and the newly
hired employee resigns for reasons
within tbe employee's control within 12
months after hire, the non-Federal en-
tity will 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 oosts (as

opposed to longer-term. immigration
visas) are generally allowable expenses
that may be proposed as a direct cost.
Since short-term visas are iseued for a
specifiCperiod and purpose, they can be
clearly Identified as directly connected
to work performed on a Federal award.
For these costs to be directly cbarged
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 oons1stent witb the Don-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. 2018. 8Jl &mended a.t 79
FR 7588'1. Dec. 19. llll141

i200.464 RelocatiODcoste of employ·
ees.

(a) Relocation costs are costs inci-
dent to the permanent change of duty
assignment (for an indefinite period or
for a stated period of not less than 12
months) of an existing employee or
upon recruitment of a new employee.
Relocation coste are allowable. subject
to the limitations described in para-
grapbs (b), (c). and (d) of this section.
provided that:

2 CFR en, 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 establisbed
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 costs for

current employees are 11m1tedto tbe
following:
(1) The costs or transportation of the

employee, members of his or her Imme-
diate family and bis household, and
personal effects to the new location.
(2) The costs of finding a new home,

such as advance tripe by employees and
spouses to locate living quarters and
temporary lodging during the transi-
tion period, up to ma.ximum 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 desoribed in (4), are limited
to B per cent of 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 reloca-
tion, such as the costs of canceling an
unexpired lease, transportation of per-
sonal property, and purchasing insur-
ance aga.inst loss of or damages to per-
sonal property. The cost of canceling
an unexpired lease is 11mited to three
times tbe monthly rental.
(c) Allowable relocation oosts for new

employees are 11mlted to those de-
scribed in paragraphs (b)(1) and (2) of
t.h1Bsection. When relocation costs in-
curred incident to the recruitment of
new employees have been oharged to a
Federal award and the employee re-
signs for reasons within the employee's
control within 12 months after hire.
the non-Federal entity must refund or
credit the Federal Government for its
share of the cost. However, the costs of
travel to an overseas loca.tion must be
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considered travel costs in accordance
with 1200.474 Travel costs. and not this
1200.464 Reloca.tion costs of employees,
for the purpose of this paragraph if de-
pendents are not pennitted a.t the Iooa-
tion for any reason and the costs do
not include costs 01 transporting
household goods.
(d) The following costs related to re-

loca.tion are unallowable:
(1) Feee and other costs aasootated

with a.cqu1r1nga new home.
(2) A lose on the sale of a former

home.
(3) Continuing mortgage principal

and interest payments on a home being
sold.
(4) Income taxes paid by an employee

related to reimbursed reloca.tion coets.
[78 rn 78808, Dec. 26, :lOIS, a.s amended at 79
FR 75887,Dec. 19. 2014]

§200.485 Rental colltll of real property
and equipment.

(a) Subject to the limitations de-
scribed in paragraphs (b) through (d) of
this section. rental coets are allowable
to the extent that the rates are reason-
able in light of such fa.ctors as: renta.1
costs of comparable property. if a.ny;
market conditions in the area; alter-
na.tives a.va.1lable;a.nd the type, life ex-
pectanoy, condition. and value of the
property leased. Rental arrangements
should be reviewed periodically to de-
termine if circumstancee have changed
and other options are available.
(b) Rental costs under "sa.le a.ndlease

back" arrangements are allowable only
up to the amount that would be al-
lowed had the non-Federal entity con-
tinued to oWD the property. This
amount would include expensee such as
depreclatlon. maintenance, taxes, a.nd
insurance.
(c) Rental costs under "less-than-

arm's-length" leases are allowable only
up to the amount (as explained in para-
graph (b) of this section). For this pur-
pose, a Iess-than-arrn's-Ieng th lease is
one under which one party to the lease
agreement ie able to control or sub-
stantia.lly 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 entity 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 arra.ngements in which they
bold a controlling interest. For exam-
ple, the non-Federal entity may estab-
lish a 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 a.nother party:
(n 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 2 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
fam11yrelatIonshIp.
(6) Rental costs under leases which

are required to be treated as ca.pItal
leases under GAAP are allowable only
up to the amount (&8 explained in para-
graph (b) of this section) that would be
allowed had the non-Federal entity
purchased the property on the date the
lea.se agreement was exeouted. The pro-
vtsions of GAAPmust be used to deter-
mine whether a lease is a capItal lease.
Interest costs related to capItal leases
are allowable to the extent they meet
the criteria in §200.449 Interest. Unal-
lowable costs include amounts paid for
profit, management fees, and taxes
that would not have been Incurred had
the non-Federal entity purchased the
property.
(6) The rental of a.ny 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

t 200.466 Scholarships and etudent aid
costs.

(a) Costs of scholarships, fellowships,
and other programs of student aid at
lHEBare allowable only when the pur-
pose of the Federal award is to provide
training to selected participants and
the charge is approved by the Federal
awarding agency. However, tuition re-
miBBionand other forms of compensa-
tion paid as, or in lieu of, wages to stu-
dents performing necessary work are
allowable provided that:
(1) The individual is conducting ac-

tivities nece886.1-Yto the Federal
award;
(2) Tuition remission and other sup-

port are provided in accordance with
estabUshed policy of the TIlE and con-
sistently provided in a like manner to
students in return for similar activities
conducted under Federal awards as
well as other activities; and
(3) During the academic pertod, the

student is enrolled in an advanced de-
gree program at a non-Federal entity
or affiliated institution and the activi-
ties of the student in relation to the
Federal award are related to the degree
program; ,
(4)The tuition or other payments are

reasonable compensation for the work
performed and are conditioned expliC-
itly upon the performanoe of necessary
work; and
(5) It is the mE's practice to simi-

larly compensate students under Fed-
eral awards as well as other activities,
(b) Charges for tuition remission and

other forms of compensation paid to
students as, or mJteu of, salaries and
wages must be subject to the reporting
reqnirements in 1200.430 Compensa-
tion-personal servtcee, and must be
treated as direct or indirect cost in ac-
cordance with the actual work being
performed. Tuition remission may be
charged on an average rate basi8, See
also 1200.481 Oompensation-fringe ben-
efits,

§200.467 Sellin, and marketing coste.
Oosts of sel11ng 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. II (1-1-15 Edition)

awarding agency when necessary for
the perfcrmance of the Federal award.

§100.468 Specialized 841rvicefacilities.
(a) The costs of services provided by

highly complex or specialized,facilities
operated by the non-Federal entity,
such a.s computing facilities, wind tun-
nels. and reactors are allowable, pro-
vided the charges for the servleee meet
the conditions of either paragraphs (b)
or (c) of this section. and, in addition,
take into acoount any items of income
or Federal financing that qualify a.sap-
pl1cable credits under 1200.406 Applica-
ble credits.
(b) The coste of auch 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 purpoeee, a.nd
(2) Is designed to recover only the ag-

grega.te coste of the services. The coste
of each service must. consist normally
of both its direct coste and its allocable
share of all indirect (F&A) costs. Ratel!
must be adjusted at lea.st biennially.
and must take into consideration overl
under applied costs of the previous pe-
riod(s).
(c) Where the costs incurred for a

service are not material, they may be
allocated as indirect (F&A)costs,
(d) Under some extraordinary cir-

oamatancee, where it is in the best in-
terest of the Federal Government and
the non-Federal entity to el!tabl1sh al-
ternative costing arrangements, such
arrangements may be worked out with
the Federal cognizant agency for indi-
rect costs.

§100.469 Student activity costa.
Oosts incurred for intramural activi-

ties, student publications, student
clubs, and other student activities, are
unallowable. unless specifically pro-
vided for in the Federal a.ward.

§200.470 TlI][es (including Value
Added 1'a:K).

(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 seli-a.ssessed taxes that dis-
proportionately affect Federal pro-
gnmlS or changes in ta.x policies that
disproportionately affect Federal pro-
grams.

(2) Gasoline taxes, motor vehicle
fees, and other taxes that are in effect
user fees for benefits provided to the
Federal Government are allowable.

(3) This provision does not restrict
the authority of the Federal awarding
agency to identify taxes where Federal
participation 1s inapprOpriate. Where
the identifica.tion of the amount of un-
allowable taxes woUld require an inor-
dinate amount of effort, the cognizant
agency for indirect costs ma.y accept a
reasonable approximation thereof.
(b) For nonprofit organizations and

IHEs:
(1) In general, taxes which the non-

Federal entity is requ1red to pay and
which are paid or accrued in accord-
ance with GAAP, and payments made
to local governments in lieu of taxes
which are commensurate with the local
government services received are al-
lowable, except for:
(i) Taxes from which exemptions are

ava.11ableto the non-Federal entity di-
rectly or which are available to the
non-Federal entity based on an exemp-
tion a.fforded the Federal Government
and, In the latter case, when the Fed-
eral a.wa.rd1nga.gency makes available
the necessary exemption certificates,
(ii) Special assessments on land

which represent capital improvements,
and
(i11)Federa.1income 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, and penalty will be paid or
credited to the Federal Government
only to the extent that such interest
accrued over the period during which
the non-Federal entity has been reim-
bursed by the Federal Government for
the taxes, interest, and penalties.

§200A71

(c) Value Added Tax (VAT) Foreign
taxes charged for the purchase of goods
or services that a non-Federal entity Is
legally required to pay In country is an
allowable expense under Federal
awards. Foreign tax refunds or applica-
ble credits under Federal awards refer
to receipts. or reduction of expendi-
tures. which operate to offset or reduce
expense Items that are allocable to
Federal awardB as direct or indirect
costs. To the extent that such credits
accrued or received by the non-Federal
entity relate to allowable cost. these
costs must be credited to the Federal
award1Ilg agency either as costs or cash
refunds. If the costs are credited back
to the Federal award. the non-Federal
entity may reduce the Federal share of
costs by the amount of the foreign tax
reimbursement, or where Federal
award has not expired, use the foreign
government tax refund for approved ac-
tivities under the Federal award with
prior approval of the Federal awarding
agency.

§200.471 Termination costa.

Termination of a Federal award gen-
erally gives rise to the incurrence of
costs, or the need for special treatment
of costs, which woUld not have arlsen
had the Federal award not been termi-
nated. COBtprinciples covering these
items are set forth in this section.
They are to be used in conjunction
with the other provistons of this part
in termination BituationB.
(a) The COBtof 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 sustadnfng' a loss. In de-
ciding whether such items are reason-
ably usable on other work of the non-
Federal entity, the Federal awarding
agency should consider the non-Federal
entity's plans and orders for current
and schedUled activity. Contempora-
neous purchases of common Items by
the non-Federal entity must be re-
garded ILS evidence that such items are
reasonably usable on the non-Federal
entity's other work. Any acceptance of
common items as allocable to the ter-
minated portion of the Federal award
muat be limited to the extent that the
quantities of such items on hand, in
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tranett, and on order are in excess of
the reasonable quantitative require-
ments of other work.
(b) If in a particular case, despite all

reasonable efforts by the non-Federal
entity, certain costs cannot be discon-
tinued immediately after the effective
date of termination, such costs are
generally allowable within the limita-
tions set forth in this part, except that
any such costs continuing after termi-
nation due to the negligent or wUlful
failure of the non-Federal entity to dis-
continue such costs must be unallow-
able.
(c) Loss of useful value of special

tooling, machinery, and equipment is
generally allowable if:
(1) Such special tooling, special ma-

chinery, or equipment Is not reason-
ably capable of use in the other work of
the non-Federal entity,
(2) The interest of the Federal Gov-

ernment is protected by transfer of
title or by other means deemed appro-
priate by the Federal awarding agency
(see also §200.S13 Equipment, pa.ragraph
(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 aame ratio to the
total acquisition cost as the termi-
nated portion of the Federal award
bears to the entire terminated Federal
award and other Federal awards for
which the special tooling, machinery,
or equipment was acquired.
(d) Rental coats under unexpired

leases are generally allowable where
clearly shown to have been reasonably
necessary for the performance of the
terminated Federal award less the re-
sidual value of such leases, if:
(1) The amount of such rental

claimed does not exceed the reasonable
use value of the property leased for the
period of the Federal award and such
further period as may be reasonable,
and
(2) The non-Federal entity makes all

reasonable efforts to terminate, assign,
settle. or otherwise reduce the cost of
such lease. There also may be included
the cost of alterations of such leased
property, provided such alterations
were necessary for the performance of
the Federal award, and of reasonable

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

restoration required by the provisions
of the lease.
(e) Settlement expenses including the

followin&'are generally allowable:
(1) Aooounting, legal, clerical, and

s1mllar costs reasonably neceB8&I'Yfor:
(1) The preparation and presentation

to the Federal awarding agency of set-
tlement claims and supporting data
with respect to the terminated portfon
of the Federal award, unless the term1-
nation is for cause (see Subpart D-
Post Federal Award Requirements of
this part, §§200.338 Remedies for Non-
compliance through 200.342 Effeots of
Suspension and terminat1on); and
(11)The termination and settlement

of subawards.
(2) Reasonable costs for the storage,

transportation, protection, and disposi-
tion of property provided by the Fed-
eral Government or acquired or pro-
duced for the Federal award.
(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-
priate share of the non-Federal entity's
indirect costs ma.y be allocated to the
amount of settlements with contrac-
tors andlor subrecipients, provided that
the amount allocated is otherwise con-
sistent with the basic guidelines con-
tained in 1200.414 Indirect (F&A) costs.
The indirect costs BO allocated must
exclude the same and similar costs
claimed directly or indirectly as settle-
ment expenses:

t 200.472 TrainiDr and edlicatioD coats.
The cost of training and education

provided for employee development is
all owa.ble.

f 200.473 TranSpOrtatiOD costs.
Costs incurred for freight, express,

cartage, postage, and other transpor-
tat10n serv1ces 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 wi th
the materials received cannot readily
be made, inbound transportation cost
may be charged to the appropriate in-
direct (F&A) cost accounts if the non-
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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 tranllportation, lodging. sub-
sistence, and related items incurred by
employees who are in travel status on
oIDcial business of the non-Federal en-
ti ty. Such costs may be charged on an
actual cost basis, on a per diem or
mileage basis 1Dlieu of actual costs 1D-
curred, or on a combination of the two,
provided the method used is appl1ed 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 travel reimbursement
policies. Notwithstanding the provi-
sions of §200.444 General costs of gov-
ernment, travel costs oC officials cov-
ered by that section are allowable with
the prior written approval of the Fed-
eral awarding agency or J)8.B8-through
entity when they are speCifically re-
lated to the Federal award.
(b) Lodging and rubsi8tence. Costs in-

curred by employees and omcers for
travel,1Dcluding costs oflodging, 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

necessary to the Federal award; and
(2) The coste are reasonable and con-

sistent with non-Federal entity's es-
tablished travel policy.
(c)(I) Temporary dependent care

costs (as dependent is defined in 26
U.S.C. 152) above and beyond regular
dependent care that directly results
from travel to conferences is allowable
provided that:

§200.474

(1)The costs are a direct result of the
individual's travel for the Federal
award;

(11) The costs are consistent with the
non-Federal entity's dooumented trav-
el policy for all entity travel; and
(iil) AIe only temporary during the

travel periOd.
(2) Travel costs for dependents are

unallowable, except for travel of dura-
tion or slx months or more with prior
approval of the Federal awarding agen-
cy. See also 1200.432 Conferences.
(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; Mlleage Allowances"), or by
the Administrator of General Services,
or by the President (or his or her des-
ignee) pursuant to any provisions of
such subchapter must apply to travel
under Federal award.s (48 CFR 81.205-
46(11.».
(e) Commercial air travel. (1) Airfare

costs in excess of the basic least expen-
sive unrestricted accommodations
class offered by commercial airlines
are unallowable except when such ac-
commodations would:

(t) Require circuitous routing;
(11) Require travel during unreason-

a.ble hours;
(111) Excessively prolong travel;
(1v) Result in additional costs that

would offset the transportation sav-
ings; or
(v) Offer accommodations not reason-

ably adequate for the traveler's med-
ical needs. The non-Federal entity
must. justify and document these condi-
tions on a case-by-case basis in order
for the use of first-class or business-
class airfare to be allowable in such
cases.
(2) Unless a pattern of avoidance is

detected, the Federal Government w1l1
generally not question a non-Federal
entity's determinations that cus-
tomary standard airfare or other dis-
count airfare is unava.ilable for specific
trips if the non-Federal entity can
demonstrate that such airfare was not
available in \.he specific case.

(f) AiT travel by other than commercial
carrier. Costs of travel by non-Federal
entity-owned, -leaeed, or -chartered
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a.1rcraftinclude the cost of lease, char-
ter, operation (including personnel
costs), maintenanoe, depreciation, in-
surance, and other related costs. The
portion of such costs that exceeds the
cost of airfare as provided for in para-
graph (d) of this section, is unallow-
able.
['18FR 78608, Dec. 26, 2013, a.s a.mendeda.t 79
FR 751187,Dec. 19, 2(14)

1200.475. Tru,.teea.
Travel and subsistence costs of trust-

ees (or directors) at IHEs and nonpro!1t
crganizations are allowable. See also
§200.474 Travel costs.

Subpart F-Auc:lH Requirements
GENERAL

§2OO.llOO Purpose.
This part sets forth standa.rds for ob-

ta1D.1ngconsistency and uniformity
among Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards.

AUDITS

§200.501 Audit requiremeDts.
(a) Audit requiTed. A non-Federal enti-

ty that expends $750,000 or more during
the non-Federal entity's fiscal year in
Federal awards must have a single or
progra.m-speoific a.udit conduoted for
that year in accordanoe with the prov1-
sions of this part.

(b) Single audit. A non-Federal entity
that expends $750,000 or more during
the non-Federal entity's fisoal year in
Federal awards must have a single
audit conducted in accordance with
§200.514RooPfl of audit except when it
elects to have a program-specIfic audit
conducted in a.ccordance with para-
graph (c) of this sectIon.

(c) Program-specific audit election.
When an auditee expends Federal
awa.rds under only one Federal pro-
gram (excludiDgR&D) and the Federal
program's statutes, regulations, or the
terms and oonditions of the Federal
award do not require a financial state-
ment audit of the auditee, the auditee
may elect to have a program-specific
audit conducted in accordance with
§200.507Program-specific audits. A pro-
gram-specific audit may not be elected

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

for R&D unless all of the Federal
awards expended were reoeived from
the same Federal agency, or the same
Federal agency and the same pass-
through entity, and that Federal agen-
cy. or pa.B8-throughentity in the case
of a subrecipient, approves in advance
a program-specific audit.

(d) Exemption when Federal awards ex-
pended are less than $750,()()(). A non-Fed-
eral entity that expends less than
$750,000 during the non-Federa.l entity's
fiscal year in Federal a.wards 1s 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 officials
of the Federal agency, pass-through en-
tity, and Government Accountability
Office (GAO).

(e) Federally Funded Research and De-
velopment Centers (FFRDC). Manage-
ment of an auditee that owns or oper-
8.UBa FFRDC may elect to treat the
FFRDC as a separate entity for pur-
poses of this part.

(f) Subreclpients a7u1 Contractors. A:rl
auditee ma.y simultaneously be a re-
ctpient, a' subreclpient, and a con-
tractor. Federal awards expended as a
recipient or a subrecipient are Bubject
to audit under this part. The paymente
received for goods or services provided
as a contractor are not Federal awards.
Section 1200.830 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-
v1dedas a contractor.

(g) Compliance responsibility for con-
tractors. In most cases, the auditee's
compliance responsibility for contrac-
tors is only to ensure that the procure-
ment, rece1pt, and payment for goods
and servioes comply with Federal etat-
utes, regulations, and the terms and
conditions 01 Federal awards. Federal
award compl1anoe requirements nor-
mally do not pass through 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 oomph-
anoe. Also, when these procurement
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transactions relate to a major pro-
gram, the scope of the audit must in-
clude determining whether these trans-
actions are in compliance with Federal
statutes, regulatiOns, and the terms
and conditions of Federal awards.

(h) For-projit 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 for-
profit subrecipient's compliance re-
sponsibility. Methods to ensure compli-
ance for Federal awards made to for-
profit subrecipients may include pre-
award audits, monitoring during the
agreement, and post-award audits. See
also §200.831 Requirements for pass-
through entities.
['18 FR 78608. Dec. 26, 2013, r.s amended at 79
FR 75887, Dec.19,20141

§ 200.502 ~8 for determining Fed-
eral awards upended.

(a) Determining Federal awards ez-
pended. The determination of when a
Federal award is expended must be
baaed on when the activity related to
the Federal award occurs. Generally,
the activity perta1nB to events that re-
quire the non-Federal entity to oomply
with Federal statutes, regulations, and
the terms and oonditions of Federal
awards, such as: expenditure/expense
transactions associated with awards in-
cluding grants, cost-reimbursement
contracts under the FAR, compaots
with Indian Tribes, cooperative agree-
ments, and direct approprtatdons: 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-
oome; the distribution or use of food
oommodities; the disbursement of
amounts entitling the non-Federal en-
tity to an interest subsidy; and the pe-
riod when insurance is in force.
(b) Loan and loan guarantees (loans).

Sinoe the Federal Government is at
risk for loans until the debt is repaid.
the following guidelines must be used
to calculate the value of Federal
awards expended under loan programs.

§200.502

except as noted in paragraphs (c) and
(d) oC this section:

(1) Value oC 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 1mposes
continuing compliance requirements;
plus

(3) Any interest subsidy, cash, or ad-
min1strat1ve cost allowance received.
(c) Loan and loan gvarantees (loans) at

IHEs. When loans are made to students
of an IHE but the IRE does not make
the loans, then only the value of loans
made during the audit pertod must be
considered Federal awards expended in
that audit period. The balance oC 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. regulations, and
the terms and conditions of Federal
awards pertaining to such loans impose
no oontinuing compliance require-
ments other than to repay the loans.

(e) Endowment funds. The cumulative
balance oC 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 Tent. Free rent received by
itself is not oonsidered a Federal award
expended under this part. However, free
rent received IL8 part of a Federal
award to carry out a Federal program
must be included in determining Fed-
eral awards expended and subject to
audit under this part.

(g) Valuing non-cash 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 Medlcare-el1gtble
individuals are not considered Federal
awards expended under th1s part. .
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(i) Medloaid. Medioaid payments to a
subreoiplent for providing patient care
services to Medicaid-eligible 1ndivid-
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 AdministTation. For
purposes of this part, loans made from
the National Credit Umon Share Insur-
ance Fund and the Central Liquidity
Facility that are funded by contribu-
tions from 1nsured non-Federal entities
are not considered Federal awards ex-
pended.
[78 FR 78608, Dec. 26. :'113. as amended at 79
FR 7688'1.Dec. 19.2014]

t 200.503Relation to other audit re-
quirements.

(a) An audit conducted in accordance
with this part must be 1nlieu of any fi-
nancial audit of Federal awards which
a non-Federal entity 1s required to un-
dergo under any other Federal statute
or regulation. To the extent that such
audit provides a Federal agency with
Lhe 1nformation it requires to carry
out its responsibilities under Federal
statute or regula.tion, a.Federal agency
must rely upon and use that informa-
tion.
(b) Notwithstanding subsection (a). a

Federal agency. Inspectors General. or
GAOmay conduct or arrange for addi-
tional a.udits wb1ch are necessary to
carry out Its responstbUities 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 such ad-
ditioDli.1audits, except that the Federal
agency must plan sucb audits to not be
duplicative of other audits of Federal
awards. Prior to commencing such an
audit, the Federal agency or pa.BS-
through entity must review the FAC
for recent audits submitted by the non-
Federal entity, and to the extent suoh
audits meet a Federal agency or pa.BS-
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 build

2 CFR Ch.1I (1-1-15 EdIHon)

upon work performed, including the
audit documentation, sampling, and
testing already performed, by other
auditors.
(c) The provisions of this part do not

limit the authority of Federal agencies
to conduct. or arrange for the conduct
of, audits and evaluations or Federal
a.wards, nor limit tbe authority of any
Federal agency Inspector General or
other Federal oIDcial. For example, re-
quirements that ·may be a.ppl1cable
under the FAR or CAS and the terms
and conditions of a eost-retmbursement
contract ma.y include additional appli-
cable audits to be conducted or ar-
ranged for by Federal agencies.
(d) Federal agency to pay for addi-

tional audits. A Federal agency that
conducts or arranges for additional au-
dits must, oonetatent, with other appli-
cable Federal statutes and reguIa.tions.
arrange for funding the full oost of
such additional audits. .
(e) Request for a program to be au-

dited as a maior program. A Federal
awarding agency may request that an
audrtee have a particular Federal pro-
gram audited as a major program in
Ueu of the Federal awarding agency
conducting or a.rra.nging for the addi-
tional audits. To allow for planning,
such requests should be made at least
180 calendar daye prior to the end of
the fiscal year to be a.udited. Tbe
a.uditee, 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 rtsk-baaed
audit approach described in 1200.518
Major program determination and. if
not. the estimated 1ncremental cost.
The Federal awarding agency must
then promptly confirm to the auditee
whether it wa.nts the progra.m audited
as a major program. If the program is
to be audited as a major program based
upon tb1s Federal awarding agency re-
quest, and the Federal awarding agen-
cy agreeB to pay the full mcremental
costs, then the auditee must have the
program a.udited as a ma.jor program. A
pass-through entity may UBethe provi-
sions of this para.graph for a sub-
rec1pient.
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t 200.504 Frequency of audita.
Except for the provisions for biennial

audits provided in paragraphs (a) and
(b) of this section, audits required by
this part must be performed annually.
Any biennial a.udlt must cover both
years within the biellDial period.
(a) A state, local government, or In-

dian tribe that is required by constitu-
tion or statute, in effect on January 1,
1987, to undergo its audits Iess fre-
quently than annually, Is permitted to
undergo its audie pursuant to this
part biellDially. This requirement must
atHl be in effeot for the btennial period.
(b) Any nonprollt organization that

had biennial audits for all biennial pe-
riods ending between July I, 1992, and
January I, 1995, is permitted to under-
go its audits pursuant to this part bi-
ennially.

1200.000 SaneRoD8.
In oases of oontinued inability or un-

wiJl1ngness to have an audit oonducted
in accordance with this part, Federal
agencies and pa.s&-through entities
must take appropriate action as pro-
vided In §200.338 Remedies for non-
compl1ance.

§200.506 Audit coats.
See §200.425 Audit services.

~200.607 Prop-aDHpeClftc audits.
(a) Program-speci/1c audit guide avail-

able. In many oases, a program-speo1f1c
audit guide will be available to provide
speoific guidance to the auditor with
respect to internal controls, compli-
anee requirements, suggested audit
procedures, and audit reporting re-
quirements. A 118ting of current pro-
gram-speclfic audit guides can be found
in the oompliance supplement begin-
ning with the 2014 supplement includ-
ing Federal awarding agency contact
information and a Web site where a
copy of the guide can be obtained.
When a ourrent program-speoific audit
guide is available, the auditor must
follow GAGASand the guide when per-
forming a program-specific audit.
(b) Program-specific audit guide not

available. (1) When a current program-
spec1f1caudit 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 a major program In a
single audit.
(2) The audltee 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 Dotes that
describe the significant accounting
policies used In preparing the schedule,
a summary schedule of prior a.udit find-
ings consistent with the requirements
of 1200.511 Audit. findings follow-up,
paragraph (b), and a corrective action
plan consistent with the requ1rements
of §200.511 Audit :rmdings follow-up,
paragraph (c).
(3)The auditor must:
(1) Perform an audit of the financial

statement(s) for the Federal program
in accordance with GAGAS;
(ii) Obtain an understanding of inter-

nal controls and perform tests of inter-
n&!controls over the Federal program
consistent with the requirements of
§200.514 Scope of audit, paragraph (c)
for a major program;
(111)Perform procedures to determine

whether the auditee has complied with
Federal statutes, regulatdons, and the
terms and conditions of Federal awards
that could have a direct and material
effect on the Federal program con-
sistent with the requirements of
§200.514 Scope of audit, paragraph (d)
for a ma.jor ~ram;
(iv) Follow up on prior audit findings,

perform procedures to assess the rea-
sonableness of the summary schedule
of pI10r audit findings prepared by the
auditse in accordance with the require-
ments of 5200.511 Audit findings follow-
up, 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; and
(v) Report any audit findings con-

sistent with the requirements of
§2OO.516Audit findings.
(4) The auditor's report(s) may be in

the form of either combined or sepa-
rate reports and may be organized dif-
ferently from the manner presented in
this section. The auditor's report(s)
must state that the audit was con-
ducted in accordance with this part
and include the following:
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(1)An opinion (or disclaimer of opin-
ion) as to whether the financial state-
mentes) of the Federal program is pre-
sented fairly in all material respects in
accordance with the stated acconnting
policies;
(ii) A report on internal control re-

lated to the Federal program, which
mnst describe the scope of testing of
internal control and the results of the
tests;
(11i)A report on compliance which in-

cludes an opinion (or discla.1mer of
opinion) as to whether the auditee
complied with laws, regulations, and
the terms and conditions of Federal
awards which could have a direct and
material effect on the Federal pro-
gram; and

(tv) 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
§200.515Audit reporting, paragraph
(d)(I) and findings and Questioned costs
consistent with the requirements of
§200.515 Audit reporting, paragraph
(d)(3).

(c) Report submissi01l for p1'ogram-spe-
cific 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 after receipt of the audi-
tor'e report(s), or nine months after
the end of the audit period, unless a
different period ts specifl.ed in a pro-
gram-specific audit guide. Unless re-
stricted by Federal law or regulation,
the aud1tee 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-spec11'1caudit

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 applioable to a
program-speoific audit, and the report-
ing required by the program-specific
audit guide.
(3) When a program-specific audit

guide is not available, the reporting
package for a program-specific audit

2 CFR Ch.1I (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 th1s sec-
tion, and the auditor's report(s) de-
scribed in paragraph (b)(4) of this sec-
tion. The data collection form prepared
in accordance with 1200.512Report sub-
mission, paragraph (b), all applicable to
a program-specific audit, and one copy
of this reporting package must be elec-
tronically submitted to the FAC.
(d) Other sections of this part mall

apply. Progra.m-spec1fic audits are sub-
ject to:

(1) 200.500Purpose through 200.503Re-
lation to other audit requirements,
paragraph (d);
(2) 200.504 Frequency of audits

through 200.506Audit costs;
(3) 200.508 Auditee responsib1l1ties

through 200.509Auditor selection;
(4) 200.511Audit findings follow-up;
(5) 200.512Report submission, para-

graphs (e) through (h);
(6) 200.513Responsibilities;
(7) 200.516Audit flndings through

200.517Audit documentation;
(8)200.521Management decision, and
(9)Other referenced provisions of this

part unless contrary to the provisions
of this section, a program-specific
audit guide, or program statutes and
regulations.
[78 FR 78608,Dec. 116,3018, as amended at 79
FR 7li887,Dec. 19, 2014]

AUDJ'l'EES

1200.508 Auditee re8pODlJibllitielJ.
The auditee must:
(a.)Procure or otherwise arrange for

the audit required by this part in ac-
cordance with 1200.509Auditor selec-
tion. and ensure it is properly per-
formed and Ilubmitted when due in ac-
oordance with 1200.512Report submis-
sion.
(b) Prepare appropriate financial

statements, including the schedule of
expenditures of Federal awards In ac-
cordance with §200.510Financial 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 a.ction pla.n in accordance
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with §200.511 Audit tlndings follow-up,
paragraph (b) and 1200.511Audit tlnd-
ings follow-up, p&ragraph (c), respec-
tively.
(d) Provide the auditor with access to

personnel, a.ccounts, books, records.
supporting documentation, a.nd other
information &s needed for the auditor
to perform the audit required by this
part.

1200.509 Auditor aelection.
(a) Auditor prqcuTement. In procuring

audit services, the auditee must follow
the procurement standards prescr1be(J
by the Procurement Standards in
11200.317 Procurement by states
through 20.326 Contract provisions of
Subpart D- Post Federal Award Re-
quirements of this part or the FAR (48
CFR part 42), as applicable. When pro-
curing audit services, the objective is
to obtain b1gh-quaUty audits. In re-
questing proposals Cor a.udit services,
the objectives a.nd scope of the audit
must be made clea.r a.nd the non-Fed-
eral entity must request a copy of the
audit organiution'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-
eva.nt experience, availability oC staff
with profeBBional qualifications a.nd
technical abilities, the results of peer
and external quality control reviews,
and price. Whenever possible, the
auditee must make positive efforts to
utilize small businesses, minority-
owned firms, and women's business en-
terprises, in procuring audit services as
stated in 1200.321 Contra.cting with
small and minority businesses. wom-
en's businees enterprises, and labor
surplus area firms, or the FAR (48CFR
p&rt 42), as a.ppllcable.
(b) Restriction on auaitor preparing in-

airect cost proposcWs. An auditor who
prepares the indirect cost proposal or
cost allocation plan may not also be se-
lected to perform the audit required by
this part when the indirect costs recov-
ered by the auditee 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

sulting indirect cost agreement or cost
a.llooation plan is used to recover costs.
(c) Use of Federal auditors. Federal

auditors may perform all or pa.rt of the
work required under this part if they
comply fully with the requirements of
this part.

f 200.510 Financial atatemenU.
(a) Financial statements. Tbe auditee

must prepare f1nancial statements that
reflect its financial position, reeults of
operations or changes in net assets,
and, where approprtate, cash flowll for
the flscal yea.r audited. The financial
statements must be for the same orga-
ntutional unit a.nd fiscal year that is
chosen to meet the requirements of
this part. However, non-Federal entity-
wide financia.l statements ma.y also in-
clude departments, agencies, and other
orga.nizational units that have separate
audits in a.ccordance with §200.514
Scope of audit, paragraph (a) and pre-
pare separate financIa.l statements.
(b) Schedule of expend.itures of Federal

award.s. The auditee must also prepare
a schedule ot expenditures of }l'ederal
awards for the period covered by the
auditee's tlnancia.l statements which
must include the total Federal a.wards
expended &S determined in accordance
with 5200.502 Basis for determining
Federal awards expended. While not re-
quired. the auditee may choose to pro-
vide informa.tion requested by Federal
awarding agencies and pass-through
entities to make the schedule easter to
use. For example, when a Federal pro-
gram has multiple Federa.l award
years, the auditee may list the amount
of Federa.l awards expended for each
Federal award year sepa.ra.tely. At a
mmtmum, the schedule must:
(1) List iildividual Federal programs

by Federal agency. For a cluster of pro-
grams, provide the cluster name, list
individua.l Federal programs within the
cluster of programs, and provide the
applicable Federa.l agency name. For
R&D, total Federal awards expended
must be shown either by individua.l
Federal award or by Federa.l agency
and major subdivision within the Fed-
eral agency. For example, the Nationa.l
Institutes of Health ill a major subdivi-
sion in the Department of Health and
Human Services.
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(2) For Federa.l awards received as a
subrecipient, the name of the pass-
through entity and identifying number
assigned by the pass-through entity
must be included.

(3) 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 Federa.l awards expended,
para.gra.ph(b), identify in the notes to
the schedule the balances outstanding
at the end of the audit period. This Is
in addition to including the total Fed-
eral awards expended Cor loan or loan
guarantee programs in the schedule.

(6) Include notes that desor1be that
Significant accounting pollcles 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. :16, :.1013, all amended at 79
FR 75887,Dec. 19, 2014]

t 2OOJ511 Audit finc:liDeafollow·up.
(a) General. The auditee is responsible

for follow-up and corrective action on
all audit findings. As part of this re-
sponsibility, the auditee must prepare
a summary schedule of prior audit find-
1ngs. The auditee must also prepare a
corrective action plan ror current year
audit findings. The summary schedule
of prior audi t findings and the correc-
tive action plan must Inolude the ref-
erence numbers the a.uditor assigns to
audit findings under §200.616 Audit
findings, pa.ra.gra.ph(c). Since the sum-
mary schedule may include audit find-
1ngs !rom multiple years, it must in-
clude the fiscal year in which the find-
ing in1tially occurred. The corrective
action plan and summary schedule of
prior audit f'mdings must include find-
ings relating to the financial state-
ments which are required to be re-
ported in accordance with GAGAS.

(b) SummaTY schedule of priOT 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 audit find-
ings reported in the prior audit's sum-
mary schedule of prior audit findings
except audit 11DdingBlisted &8 cor-
reoted In acccrdanoe with paragraph
(b)(l) of this section, or no longer valid
or not w8J,Tantingfurther a.ction in ac-
cordance with paragraph (b)(S) of this
section.

(1) When audit findings were fully
corrected, the summary schedule need
only list the audit findings and state
that oorrective action was taken.

(2)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
partial corrective action ta.ken. When
corrective actton taken is slgn1f1cantly
different from oorrectlve action pre-
v10usly reported in a correotive action
plan or in the Federa.l agency's or pass-
through entity'S management decision,
the summary echedule must provide an

.explanation.
(8) 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 echedule. A valid reason
Corconsidering an audit finding as not
warranting further action is tha.t all of
the following have occurred:

(i) Two years have passed since the
audit report in which the finding oc-
curred was submitted to the FAC;

(11) The Federal agency or pass-
through entity is not currently fol-
lowing up with the auditee on the audit
finding; and

(111)A management decision was not
tseued.

(c) Corrective action plan. At the com-
pletion of the audit, the auditee must
prepa.re, in a document separate !rom
the auditor's findings described in
§200.516 Audit findings, a correotive ac-
tion plan to address each audit finding
included in the current year auditor's
reports. The corrective action plan
must provide the name(s) of the con-
tact person(s) responsible for correc-
tive action, the oorrective a.ction
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planned, and the anticipated comple-
tion date. If the auditee does not agree
with the audit findings or believes cor-
rective a.ction is not required, then the
correcttve a.ction plan must include an
explanation and specific reasona.

UOO.612 Report 8Ubmis8ioD.
(a) General. (1) The audit must be

completed and the data 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 da.ys a.fter receipt of the audi-
tor's reportCs), or nine months after
the end of the audit period. If the due
da.te falls on a Saturday, Sunday, or
Federal holiday, the reporting package
Is due the next business da.y.
(2)Unless restricted by Federal stat-

utes or regulations, the auditee must
make copies ava1la.ble for publio in-
spection. Audttees and auditors must
ensure that their respective parte of
the reporting package do not include
protected personally identifiable infor-
mation.
(b)Data Collection. Tbe FAC is the re-

poSitory of record for Subpart F-Audit.
Requirements of this part reporting
packages and the data collection form.
All Federal agencies, ])&S8-tbroughen-
tities and others interested In a.report-
ing package and data collection form
must obtain it by accessing tbe FAC.
(1)The auditee muSt submit required

da.ta elements described in Appendix X
to Part ~Da.ta Collection Form
(Form SF-8AC), which state whether
the audit was completed in accordance
with thle part a.nd provides informa.-
tion about the auditee, its Federal pro-
grams, and the results of· tbe a.udit.
The data. must include informa.tion
ava.i1able from tbe audit required by
this part. that is necessary for Federa.1
agencies to use the audit to ensure in-
tegrity for Federa.1programs. The da.ta
elements and forma.t must be approved
by OMB, a.va.1lablefrom the FAC, and
Include collections of information from
the reporting package described in
paragraph (c) of this section. A senior
level representative of the a.udltee
(e.g., sta.te controller, director of fi-
nance, chief executive orncer, or cblef
fl.nancial officer) must sign a state-
ment to be included as part of the da.ta

§200.512

collection that BaYS that the auditee
complied with the requirements of this
part, the data were prepared In acoord-
anoe with this part (and the instruc-
tions a.ocompanying the form), the re-
port1ng package does not Include pro-
tected personally identifta.ble informa-
tion, the information included in its
entirety is a.ocurate a.nd complete, and
that the F.ACis authorized to make the
reporting package and the form pub-
licly ava1la.bleon a Website.

(2) Exception fOT Indian Tribes and
TrIbal Organizations. An auditee that is
an India.n tribe or a triba.l organiza.tion
(as defined in the Indian Self-Deter-
mination, Education and Assistance
.Act (ISDEAA), 25 U.S.C. 450b(l» may
opt not to authorize the FAC to ma.ke
the reporting package publicly aval1-
a.bleon 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 a.uditee becomes respon-
sible for submitting the reporting
package directly to a.ny pass-througb
entities through wbicb it has received
a Federal a.ward and to pass-through
entities for which the SUIIlID&rysched-
ule of prior audit findings reported the
sta.tus of a.ny findings related to Fed-
eral awa.rds that the pass-through enti-
ty provided. Unless restricted by Fed-
eral statute or regulation, if the
auditee opts not to authorize publica-
tion, it must make ooples of the report-
ing package ava.1lablefor public inspec-
tion.
(S)Using the information included in

the reporting package described 10
paragraph (c) of this seotion, the a.udi-
tor must complete the a.ppl1cabledata
elements of the data collection form.
The auditor must sign a statement to
be Included as part of the da.ta oollec-
tion form that indica.tes, a.t a min-
imum, the source of the informa.tion
included in tbe form, the a.uditor's re-
sponsib111ty for the information, tha.t
the form is not a substitute for the re-
porting package described in paragraph
(c) of this section. a.nd tha.t the content
of the form is limited to the collection
of informa.tion prescribed by OMB.
(e) Reporting package. The reporting

package must inolude the:
(1) Financla.l statements and sched-

ule of expenditures of Faden) awards
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discussed in §200.510Financial state-
ments, paragraphs (a) and (b), respec-
tively;
(2) Summa.ry schedule of prior audit

f1Ddings discussed in §200.511Audit
findings follow-up, paragra.ph (b);
(8) Auditor's report(8) discussed in

1200.515Audit reporting; and
(4) Corrective action plan discussed

in 1200.511Audit findings follow-up,
paragraph (c).
(d) Submission to FAC. Tbe auditee

must electronically submit to the FAC
the data collection form described in
paragraph (b) of this section and the
reporting package described in para-
graph (0) of this section.
(e) Requests for management letters

issued by the auditor. In response to re-
quests by a Federal agency or pa8S-
through entity. auditees must submit a
copy of a.nymanagement letters issued
by the auditor.
(f) Report retention requirements.

Auditees must keep one copy of the
data collection form described in para-
graph (b) of this section and one copy
of the reporting package described in
paragraph (c) of this section on me for
three years from the date of submis-
sion to the FAC.
(g) FAC responsibilities. The FACmust

make ava1lable the reporting packages
received in accordance with paragraph
(0) of this section and 1200.60'7Pro-
gram-specific audite, paragraph (c) to
the public, except for Indian tribes ex-
ercising the option in (b)(2)of this sec-
tion, and maintain a data base of com-
pleted audits, provide appropriate in-
formation to Federal agencies, and fol-
low up with known auditees that have
not submitted the required data collec-
tion forms and reporting packages.
(h) Electronic filing. Nothing in this

part must preclude electronic submis-
sions to the FAC in such manner as
may be approved by OMB.
[78 FR 78608.Dec. 36, 2013, &8 amended at 79
FR 75887.Dec. 19. 2(14)

FEDERAL AGENCIES

1200.518 Re&ponsibiHties.
(a)(1) Cognizant agency for audit re-

sponsibil1ties. A non-Federal entity ex-
pending more than $50million a year in
Federal awards must have a cognizant
agency for audit. The designated cog-

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

nlzant agency for audit must be the
Federal awarding agency that provides
the predominant amount of direct
funding to a non-Federal entity unless
OMB designates a specific cognizant
agency for audit.
(2) To provide for continuity of cog-

nizance, the determ1na.tlon of the pre-
dominant amount of direct funding
must be b&8ed upon direct Federal
awards expended in the non-Federal en-
tity's fiBOaIyears ending in 2009,2014,
2019 and every fifth year thereafter.
For example, audit cognizance for peri-
ods ending in 2011through 2015will be
determined based on Federal awards
expended in 2009.
(3) Notwithstanding the manner In

whioh audit cognizance is determined,
a Federal awarding agency with cog-
nizance for an auditee may reassign
cogniza.nce to another Federal award-
ing agency that provides substantial
funding and agrees to be the cognizant
agency for audit. Within 30 calendar
days after any reassignment, both the
old and the new cognizant agency for
aud1t must provide notice of the
chang~ to the FAC, the auditee, and, if
known, the auditor. Tbe cognizant
agency for audit must:
(i) Provide technical audit advice and

liaison a88istance to auditees and audi-
tors.
(11) Obtain or conduct quality control

reviews on eelected audits made by
non-Federal auditors, and provide the
results to other interested Organiza-
tiODB.Cooperate and provide support to
the Federal agency designa.ted by OMB
to lead a governmentwide project to
determine the quality of Bingle audits
by providing a statistically reliable es-
timate of the extent that single audits
conform to appllcable requirements,
standards, and procedures; and to make
recommendations to address noted
audit quality issues, including reo-
ommenda.tions for any ohanges to ap-
plicable requirements, standards and
procedures indicated by the results of
the project. This governmentwlde audit
quality project must be performed once
every 6 years beginning in 2018or at
such other interval as determined by
OMB.and the results must be public.
(iii) Promptly inform other affected

Federal agencies and appropriate Fed-
eral law enforcement offioials of any

182

DATTACHMENT _.. - --_._..
PAGE )0.f.__..OF __!.':t_lQ_. PAGES



OMI Guidance

direct reporting by the auditee or its
auditor required by GAGASor statutes
and regulations.
(tv) Advise the community of inde-

pendent auditors of any noteworthy or
important factual trends related to the
quality of audits stemming from qual-
ity control reviews. Sign1fica.nt prob-
lems or quality issues consistently
identified through quality control re-
views of audit reports must be referred
to appropriate state licensing agenCies
and profeBSionalbodies.
(v) Advise the auditor, Federal

awarding agencies, and, where appro-
priate, the auditee of any deficiencies
found in the audits when the defi-
ciencies require corrective action by
the auditor. When advised of defi-
ciencies, the auditee must work with
the auditor to take corrective action.
If corrective aotion is not taken, the
cognizant agency for audit must notify
the auditor, the auditee, and applicable
Federal awarding agencies and pass-
through entities of the facts and make
recommendations for follow-up aotion.
Major inadequacies or repetitive sub-
standard performance by auditors must
be referred to appropriate state licens-
ing agencies and profeesional bodies for
disciplinary action.
(vi) Coordinate, to the extent prac-

tica.l, audits or reviews made by or for
Federa.l agencies that are in addition
to the audits made pursuant to this
part, 80 that the additional audits or
reviews build upon rather than dupli-
cate audits performed in accordance
with this part.
(vii) Coordinate a management deci-

sion for croea-cutitdngaudit findings (as
defined in 1200.30Orose-cuttdng 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 audi t finding of the auditee.
(vl1i) Coordinate the audit work and

reporting respons1b1l1ties among audi-
tors to achieve the most oost-effective
audit.
(Ix) Provide advice to auditees as to

how to handle changes in fisoal 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 agenoy determined

§200.513

in aocordance with §200.73Oversight
agenoy for audit. A Federa.l agenoy
with oversight for an auditee may reas-
sign oversight to another Federal agen-
oy that agrees to be the oversight
agenoy for audit. Within 30 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 a.uditors as requested.
(2)May assume all or some of the re-

spol1S1b1l1tiesnormally performed by a
cognizant agency for audit.
(c) Federal awarding agenoy respon-

sib1l1ties. The Federal awarding agenoy
must perform the following for the
Federal awards it ma.kes (See also the
requirements of §200.210Information
contained In a Federa.l 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 advtce " 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 oorrective action. As
part of audit follow-up, the Federal
awarding agency must:
(1) lsaue a management decision as

prescribed in §200.521Management de-
cision;
(ii) Monitor the recipient taking 8.J)-

propriate and timely corrective action;
(iii) Use cooperative audit resolution

mechanisms (see §200.25 Cooperative
audit resolution) to improve Federa.l
program outcomes through better
audit resolution, follOW-Up,and correc-
tive aotlon; and
(iv) Develop a baseUne, metrics, and

targets to track, over time, the effec-
tiveness of the Federal agency's proc-
ess to follow-up on audit nnd1ngs and
on the effeotiveness of Single Audits in
Improving non-Federal entity account-
ability and their use by Federal award-
ing agencieB 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 'award1ng
agency will take sanctions.
(5) Provide OMBwith the name of a

single audit accountable official from
among the senior pol1cy officials of the
Federal awarding agenoy who must be:
(i) Responsible for ensuring that the

agency fulfills all the requirements of
paragraph (c) of this section and effec-
tively uses the single audit process to
reduce improper payments and improve
Federal program outcomes,
(ii) Held accountable to improve the

effectiveness of the single audit process
based upon metrics as described in
pa.ra.graph(c)(3)(iv)of this section.
(iii) Responsible for designating the

Federal agency's key management sin-
gle audit Itatson.
(6) Provide OMBwith the name of a

key management single audit liaison
who must:
(i) Serve as the Federal awarding

agllncy's management point of contact
for the single audit process both within
and outside the Federal Government.
(11) Promote interagency coordina-

tion, consistency, and sharing in areas
such as coordinating audit follow-up;
identifYing higher-risk non-Federal en-
titles; providing input on single audit
and follow-up policy; eIihanclng the
utility of the FAC; and studying ways
to use single audit results to improve
Federal award accountab1l1ty and best
practices.
(iii) OVersee training for the Federal

awarding agency's program manage-
ment personnel related to the single
audit process.
(tv) Promote the Federal awarding

agency's use of cooperative audit reso-
lution mechanisms.
(v) Coordinate the Federal awarding

agency's activities to ensure appro-
priate and timely 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
agenoy's single audit accountable offi-
cial's mission.
[78FR 78608.Dec.26,2013.a.s&.mendedat 79
FR75887.Dec.19.2014]

AUDlTORS

1100.614 Scope of audit.
(a) General. The audit must be con-

duoted in accordance with GAGAS.The
audit must cover the entire operations
of the auditee. or, at the opt1on of the
auditee, such audit must include a se-
rtes of audits that cover departments,
agencies. and other organiza.tional
ULcttsthat expended or otherwise ad-
ministered Federal awards during such
audit period, provided tha.t each such
aud1t must encompa.ss the financial
statements and schedule of expendi-
tures of Federal awards for each such
department, agenOY,and other organi-
zational unit, whioh must be oonsid-
ered to be a.non-Federal entity. The fi-
nancial statements and schedule of ex-
penditures of Federal awards must be
for the same audit period.
(b) Financial statements. The auditor

must determine whether the financial
statements of the auditee are presented
fairly in all ma.terial respects in ac-
cordance with genera.l1y accepted ac-
counting principles. The auditor must
also determine whether the schedule of
expenditures of Federal awards is stat-
ed fairly in all material respects in re-
lation to the auditee's financial state-
mente 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 Organizs.tions of
the Treadway Commission (COSO).
(2) In addition to the requirements of

GAGAS, the auditor must perform pro-
cedures to obtain an understanding of
internal control over Federal programs
suffioient to plan the audit to support
a. low assessed level of control risk of
noncompliance for major programs.
(3) Except as provided in paragraph

(c)(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 aeseseed level
of control risk for the assertions rel-
evant to the oomplfanoe requirements
for each major program; and
(i1) Perform testing of internal con-

trol 9.S planned in paragTaph (c)(3)(i) ot
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 desoribed in para-
graph (c)(8) of th18 eectron are not re-
quired for th086 oompdanoe require-
ments. However, the auditor must re-
port a significant deficiency or mate-
rial weakness in accordance with
1200.516 Audit findings, a8868Sthe re-
lated oontrol risk at the maximum,
and consider whether additional com-
pliance tests are required. because of
ineffective internal control.
(d) Compliance. (1) In addition to the

requirements of GAGAB, the auditor
must determine whether the auditee
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 require-

ments appUcable to most Federal pro-
grams and the compliance require-
ments of the largest Federal programs
are included in the oompllance supple-
ment.
(8) 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 ror programs not included in the
supplement:
(4) The compliance testing must in-

clude tests of transactions and such
other auditing procedures necessary to

§2OO.515

provide the auditor sufficient a.ppro-
prfate audit evidence to support an
op1nion on compliance.
(e) Audtt follow-up. The auditor must

"follow-up on prior audit findings, per-
form procedures to assess the reason-
ableness of the summary schedule of
prior audrt flnding'S prepared by the
auditee in accordance with §200.511
Audit findings follow-up paragraph (b),
and report, as a current year audit
finding, when the auditor 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 audit flnding relates to
a major program in the current year.

(f) Data Collection Form. As required
in §200.512 Report submission para-
graph (b}(8),the auditor must complete
and sign specified sections of the data
collection form.
[78 FR 78608, Dec. 216,2013, a.s amended at 79
FR 75887,Dec.19,2014]

§200.615 Audit reportiDg.
The auditor's report(s) may be in the

form of either combined 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 conducted in ac-
cordance with this part and include the
following:
(a) An opinion (or disclaimer of opin-

Ion) as to whether the financial state-
ments are presented rairly in all mate-
rial respects In accordance with gen-
erally accepted accounting principles
and a.n opinion (or disclaimer or opin-
ion) as to whether the schedule of ex-
penditures of Federal awards Is fairly
stated in all material respects in rela-
tion to the flnanoial statements as a
whole.
(b) A report on internal control over

finanoial reporting and compliance
with provisions of laws, regulations,
contracts, and award agreements, non-
compliance with whioh could have a
material effect on the financial state-
ments. This report must describe the
scope of testing of internal control 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 each

major program and a report on internal
control over compl1ance. This report
must describe the scope of testing of
internal control over compliance, in-
clude an opinion or disclaimer of opin-
ion as to whether the auditee complied
with Federal statutes, regulatione, and
the terms and conditione of Federal
awa.rds which oould have a direct and
material effect on each major program
and refer to the separate schedule of
findings and questioned costs described
in paragraph (d) of this section.
(d) A schedule of findings and ques-

tioned costs which must include the
following three components:
(1) A swnma.ry 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 (1.e., unmodified opin-
ion, qual1fied opinion. adverse opinion,
or disclaimer of opmton):

(11) Where applicable, a statement
about whether significant deficiencies
or material wea.knesses in internal con-
trol were d1sclosedby the audit of the
flnancialstatements;
(111)A statement as to whether the

aud1t disclOBed any noncompliance
that is material to the financial state-
ments of the auditee;
(tv) Where a.pplicable, a statement

about whether sign1f1cant def1oienc1es
or material weaknesses in 1nternal con-
trol over major programs were dis-
closed by the audit;
(v) The type of report the auditor

issued on oomplianoe for major pro-
grams (Le., unmodified opinion, quali-
fled opinion, adverse opinion, or dis-
claimer of opinion);
(vi) A statement &8 to whether the

audit disclosed any audit findings that
the auditor Is required to report under
§200.516Audit findine'llparagraph (a);
(vil) An identification of major pro-

grams by listing each individual major
program; however in the case of a clus-
ter of programs only the cluster name
as shown on the Schedule of Expendi-
tures of Federal Awards is required;
(vili) The dollar threshold used to

distinguish between Type A and Type B
programs, as described in §200.518

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

Major program determination para-
graph (b)(I), or (b)(3)when a. recalcula-
tion of the Type A threshold is re-
quired for large loan or loan guaran-
tees; and
(ix) A statement &8 to whether the

auditee qual1f1edas a low-risk auditee
under §200.520Criteria for a low-risk
auditee.
(2) Findings relating to the financ1al

statements which are required to be re-
ported in acoordance with GAGAS.
(3) F1ndings and qusstioned costs for

Federal awards which must include
a.udit findings 8.8 defined in §200.516
Audit findings, paragraph (a).

(1) Audit findings (e.g., 1nternal con-
trol findings, compliance findings,
questioned costs, or fraud) that relate
to the same issue must be presented 8.8

a single audit finding. 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-
tione of the schedule. However, the re-
porting in one seotion of the schedule
may be In summa.ry form with a. ref-
erence to a detailed reporting in the
other section of the schedule.
(e) Nothing in this part preoludes

oombining of the audit reporting re-
quired by this section with the report-
ing required by §200.512Report submis-
sion, paragraph (b) Data Collection
when allowed by GAGASand Appendix
X to Part 200-Data Collection Form
(Form SF-SAC).
[78 FR 'l1I6Oll,Dec.26. 2013, as amended at 79
FR 76887,Dec.19, 2014]

§ 200.616 Audit ftndinp.
(a) Audit findings reporteci. The audi-

tor must report the following &8 audi t
findings in a schedule of findings and
questioned costs:
(1) Significant deficienc1es and mate-

rial weaknesses in internal control
over major programs and significant
instances of abuse relating to major
programs. The auditor's determination
of whether a deficienoy in internal con-
trol is a signifioant defioiency or mate-
rial weakness for the purpose 01 report-
ing an audit finding is in relation to a
type of compliance requirement for a
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major program identified in the Com-
pliance Supplement.

(2) Material noncompliance with the
provisions or Federal statutee, regula-
tions, or the terms and conditions of
Federal awards related to & major pro-
gram. The auditor's determina.tton of
whether & noncompliance with the pro-
viBione or Federal statutes, regula-
tions, or the terms and conditions of
Federal awarc1sis material for the pur-
pose of reporting an audit finding is in
relation to a type of compliance re-
quirement for a major program identi-
fied in the compliance supplement.

(3) Known questioned costs that are
greater th&n $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
Oikely questioned costs), not just the
questioned coste specifically identified
(known questioned costs). The auditor
must also report known questioned
costs when likely questioned costs are
greater than $25,000for a type of com-
pliance requirement for a major pro-
gram. In reporting questioned oosts,
the auditor must include information
to provide proper perspective for judg-
ing the prevalenoe and consequenoes of
the questioned coste.

(4) Known questioned coste that are
greater than $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 for
such a Federal program; therefore, the
auditor will normally not find ques-
tioned coste for a program that is not
audited as a major program. However,
if the auditor does become aware of
questioned coste for a Federal program
that is not audited as a major program
(e.g., ae part oC audit follow-up or other
audit procedures) and the known ques-
tioned coste are greater than $25,000,
then the audi 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 in the schedule of find-
ings and questioned costs for Federal
awards.

(6) Known or likely fraud affecting a
Federal awa.rd, unless such fraud is
otherwise reported as an audit finding
in the schedule of findings and Ques-
tioned costs for Federal awards. This
paragraph does not require the auditor
to report publicly information which
oould compromise investigative or
legal proceedings or to make an addi-
tional reporting when the auditor con-
nrms that the fraud we reported out-
side the auditor's reports under the di-
rect reporting requirements of GAGAS.

(7) Instances where the resu1t1! of
audit follow-up procedures disclosed
that the summary schedule oC prior
audit findings prepared by the auditee
in accordance with 1200.511Audit find-
ings follow-np, paragraph (b) materi-
ally rmsrepreeents the status of any
prior audit finding.

(b) Audit finding detail and clarity.
Audit findings must be presented in
sufi1cient detail and clarity for the
a.uditee to prepare a. corrective action
plan and take corrective action. and
for Federal agencies and pass-through
entities to arrive at a management de-
cision. The following specifiC informa-
tion must be included, as applicable, in
audit findings:

(1) Federal program and speCificFed-
eral award identification including the
CFDAtitle and number, Federal award
identification number and year, name
of Federal agency, and name of the ap-
plicable pasa-through entity. WlIen in-
formation, such as the CFDA title and
number or FederliJ.award identification
number, is not available, the auditor
must provide the best information
available to describe the Federal
award.

(2) The criteria or specific require-
ment upon which the audit finding is
based, including the Federal statutes.
regula.tions. or the terms and condi-
tions of the Federal awa.rds. Criteria
generally i!lentify the required or de-
sired state or expectation with respect
to the program or operation. Criteria
provide a context for evaluating evi-
dence and understanding findings.

(3) The condition found, including
facts that support the deficiency iden-
tified in the audit finding.
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(4) A statement of cause that identi-
fies the reason or expla.na.tion for the
condition or the factors responsible for
the difference between the situation
that exists (condition) and the required
or desired state (cr1teria), which may
also serve ae a baeis for recommenda-
tions for corrective action.
(5) The pollllible asserted effect to

provide sufficient information to the
auditee and Federal &gency, or pass-
through entity in the case of a sub-
reoipient, to permit them to determine
the cause and effe<:t to facilitate
prompt and proper corrective action. A
statement of the effe<:tor potential ef-
fect should provide a clear, logical link
to establ1sh the impact or potential
impact of the difference between the
condition and the criteria.
(6) Identification of questioned costs

and how they were computed. Known
questioned costs must be identlOed by
applicable CFDA number(s) and appli-
cable Federal award Ident1f1cation
number(s).
(7) Information to provide proper per-

speotave for judging the prevalence and
consequences of the audit findings,
such ae whether the audit findings rep-
resent an isolated instance or a sys-
temic problem. Where appropriate, in-
stances ident1fied must be related to
the universe and the number of cases
examined and be quantified in terms of
dollar value. Tbe auditor should report.
whether the sampling was a statis-
tically valid sample.
(8) Identification of whether the

audit finding was a repeat of a finding
in the immediately prior audit and if
so any applicable prior year audit find-
ing numbers.
(9) Recommendations to prevent fu-

ture occurrences of the deficiency iden-
tified in the audit finding.
(10)Views of responsible officials of

the auditee.
(c) Reference numbers. Each audit

finding in the schedule of findings and
questioned costs must include a ref-
erence number in the format meeting
the requirements of the data collection
form submission required by §200.512
Report submteeion, pare.graph (b) to
allow for easy referencing of the audit
findings during follow-up.

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

1200.617 Audit dOCWllentation.
(a) Retention of audit documentation.

The auditor must retain audit docu-
mentation and reports for a minimum
of three years after the date of
issuance of the auditor's report(s) to
the audttee, unless the auditor is noti-
fied in writing by the cogniza.nt&gency
for audit. oversight agency for audit.
cogn1za.ntagency for indirect costs, or
paes-through entity to extend the re-
tention period. When the auditor is
aware that the Federal agency, paas-
through entity, or auditee is con-
teeting an audit finding, the auditor
must contact the parties contesting
the audit finding for guidance prior to
destruction of the audit documentation
and reports.
(b) Access to audit documentation.

Audit documentation must be made
available upon request to the cognizant
or oversight agency for audit or its des-
ignee, cogn1za.nt agency for indirect
cost. a Federal agency, or GAOat the
completion of the audit. ae part of a
quality review, to resolve audit find-
ings, or to carry out oversight respon-
sibilities constetent with the purposes
of this part. Access to audit docu-
mentation includes the right of Federal
agencies to obtain copies of audit docu-
mentation, &8 is reasonable and nec-
essary.

§200.618 M~or program determina·
tion.

(a) General. The auditor must use a
risk-based approach to determine
which Federal programs are major pro-
grams. This risk-based appro&ch must
include eonstderataon of: current and
prior audit experience, oversight by
Federal agencies and pass-through en-
tities, and the inherent risk 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 Federarl programs,
which must be labeled Type A pro-
grams. Type A programs are defined &8

Federal programs with Federal awards
expended durIng the audit period ex-
ceeding the levels outlined in the table
In this paragraph (b)(l):
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Totel FederW __ •

pended Type AlB threshold

Equal 10or IIllICMd $750,000
blA _ lhan or equal 10
$25 mlllOn.

Exceed $25 m1110nbuI _
than or ~IID $100 mi-
lion.

Exceed $100 mJIicln buI "lIS
Ihan or 8IplI1D $1 b1111c>n.

Exceed $1 blllon buI _
IIlen or equallD $10 bilion.

Exceed $10 -. buI_
Ihlln or IQU8IID $l!ll bIIlcn.

Exceed $l!ll -. ._..•..•.._•._

$750,000.

TOl8I Feclelal awards ex·
pended _ .03.

$3 milJicn.

T••••I Fedarlll awards ex·
~1mH.003.

$3Omllion

Total Fede,.. _rd. ex·
pended _ .0015.

(2) Federal programs not labeled
Type A under paragraph (b)(l) oi this
section must be labeled Type B pro-
grams.
(3) The inclusion of large loan and

loan guarantees (loane) 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 considered
to be a Federal program providing
loans if the value of Federal awards ex-
pended for loans with1D the program
comprises flfty percent or more of the
total Federal awards expended for the
program. A cluster of programs is
treated as one program and the value
of Federal awards expended under a
loan program is determined as de-
scribed in §200.502 Basis for deter-
mining Federal awards erpended.
(4) For biennial audite 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

identl.fy Type A programs which are
low-risk. In making this determine-
tion, the auditor must consider wheth-
er the requiremente in 1200.519Criteria
for Federal program risk paragraph (c),
the results of audIt follow-up, or any
changes in personnel or systems &.ffeet-
ing the program indicate Significantly

§200.518

increased risk and preclude the pro-
gram 1l'om 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-
niaJ audit), and, in the most recent
audit period, the program must have
not had:
(i) Internal control defioienoies

which were identified as materiaJ
weaknesses in the auditor's report on
internal control for major programs as
required under §200.515 Audit report-
ing, paragraph (c);
(11)A modified opinion on the pro-

gram in the auditor's report on major
programs as required under §200.515
Audit reporting, paragra.ph (c); or
(111)Known or likely questioned costs

that exceed five percent of the total
Federal awards expended for the pro-
gram.
(2) Notwithstanding paragraph (c)(I)

of this section, OMB may approve a
Federal awarding agency's request that
a Type A program may not be coneid-
ered low risk for a certa1n rec1p1ent.
For example, it may be neoessary 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 agency to comply with 31
U.S.C. 3515. The Federal awarding
agency must notl.fy the recipient and,
if known, the a.uditor of OMB's ap-
provaJ at least 180 calendar 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 profeS8ional judgment
and the criteria in 1200.519Criteria for
Federal program risk. However, the
auditor 1snot required to identify more
high-risk Type B programs than a.t
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 §2OO.519 Cri-
teria for Federal program risk para-
graphs (b)(I), (b)(2), and (c)(I), a single
criteria in risk would seldom cause a
Type B program to be considered high-
risk. When identifying which Type B
programs to risk assess, the auditor is
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encouraged to use an approach which
provides an opportun1ty for d1fferent
high-risk Type B progrl\.BlSto be au-
dited as major over a period of time.
(2)The auditor 1snot expected to per-

form risk assessments on relatively
small Federal programs. Therefore, the
auditor is only required to perform risk
assessments on Type B programs that
exceed twenty-five percent (0.25) of the
Type A threshold determined in Step I
(pa.r&graph(b) of this section).
(e) Step four. At a minimum, the

auditor must audit all of the following
as major programs:
(1) All Type ;. programs not identi-

fied as low risk UDderstep two (para.-
graph (c)(1)of this section).
(2) All Type B progra.mBidentified as

high-risk under step three (paragraph
(d) of this section). '
(3) Such additional programs as may

be necessary to comply with the per-
centage of coverage rule d1scussed 1n
paragraph (0 of this section. This may
require the auditor to audit more pro-
grams as major programs than the
number of Type Aprograms.
(f) Percentage of coverage rule. If the

auditee meets the criteria in 1200.520
Criteria for a low-risk auditee, the
auditor need only audit the major pro-
grams identified in Step 4 (para.grapb
(e)(1) and (2) of Ws section) and sllch
additional Federal programs with Fed-
eral awards expended that, in aggre-
gate, all major programs encompass at
least 20 percent (0.20) of total Federal
awards expended. Otherwise, the audi-
tor must audit the major programs
identified in Step 4 (paragraphs (e)(1)
and (2) of this section) and such addi-
tional Federal programs with Federal
awards expended that, in aggregate, all
major programs encompass at least 40
percent (0.40) of total Federal awards
expended.
(g) Documentation of risk. The auditor

must include in the audit documenta.-
tion tml 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 1n applying the risk-based ap-
proach to determine major programs
must be presumed correct. Challenges
by Federal agencies and pass-through

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

entities must only be for clearly im-
proper use of the requirements in this
part. However, Federal agencies and
pass-through entities may provide
auditors guidance about the risk of a
particular Federal program and the
auditor must consider this guidance In
determining major programs in audits
not yet completed.
[78 FR 78608, Dec. 26. 2018, as amendedat '19
FR '1588'1. Dec. 19. 2014]

§2OO.l519Criteria for Federal program
risk.

(a) General. The auditor's determina-
tion should be based on an overall eval-
uation 01the risk of noncompliance oc-
curring that could be material to the
Federal program. The auditor must
consider criteria, such as described in
paragraphs (b), (c), and (d) of this sec-
tion, to identify rlBk in Federal pro-
grams. Also, as part of the risk anal-
ysis, the auditor may wish to discuss a
particular Federal program with
&uditee management and the Federal
agency or pass-through entity.
(b) Current and prior audit experience.

(1)Weaknesses in internal control over
Federal programs would indicate high-
er risk. Consideration should be given
to tbe control environment over Fed-
eral programs and suoh factors as the
expectation of JDlUlll,gement's adher-
ence to Federal statutes, regulations,
and the terms and conditions of Fed-
eral awards and the competence and
experience of personnel who administer
the Federal programs.
(i) A Federa.l program administered

under multiple internal control struc-
tures may have higher risk. When 8.8-
sessing risk in a large single audit. the
auditor must consider whether weak-
nesses ate isolated in a single oper-
ating un1t (e.g., one college campus) or
pervasive throughout the entity.
(11)When sign.1f1oantparts of a Fed-

eral program are passed through to
subreciplents, a wea.k system for moni-
toring subrecipients would indicate
higher risk.
(2) Prior audit findings would 1ndi-

cate higher risk, particularly when the
situations identified in the audit find-
ings could ha.vea significant impact on
a Federal program or have not been
corrected.

190

ATTACHMENT __.. _12_.__....
PAGE _.l~:';_._.OF _.~~-. PAGES



OMB Guidance

(3) Federal programs not recently au-
d1ted as major programs may be of
higher risk than Federal programs re-
cently audited B.S major programs with-
out audit findings .
. (c) Overnght exercised by Federal agen-

cies and pass-through entities. (1) Over-
sight exeroteed by Federal agenoies or
pass-through. entities could be used to
B.8S8SS risk. For example, recent moni-
toring or other reviews performed by
an oversight entity that disclosed no
significant problema would indicate
lower risk. wherea.s monitoring that
disclosed significant 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 of the Federal pro-

gram. (1) The nature of a Federal pro-
gram may indicate risk. Consideration
should be given to the comple:x1ty of
the program and the extent to which
the Federal program contracts for
goods and services. For example, Fed-
eral programs tha.t disburse funds
through third party contracte 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-
qu1l'ements of 1200.430 Compensation-
personal services, but otherwise be at
low risk.

(2) The phase of a Federal program in
its life cycle at the Federal agency
may Indicate risk. For example, a new
Federal program with new or interim
regulations may have higher risk than
an established program with time-test-
ed regulations. Also. Significant
changes in Federal programs, statutes.
regulations, or the terms and condi-
tions of Federal awards may increase
risk.

(3) The phase of a Federal program in
its life cycle at the auditee may indi-
cate risk. For example, during the first
and last years that an auditee partici-
pates in a Federal program, the risk
ma.y be higher due to start-up or close-
out of program activities and staff.
(4) Type B programs with larger Fed-

eral awards expended would be of high-
er risk than programs with substan-

§200.520

tially smaller Federal awards ex-
pended"

§200.520 Criteria for a low·ri&k
Buditee.

An auditee that meets all of the Col-
lowing conditions for each of the pre-
ceding two audit periods must qualify
B.Ba low-risk auditee and be eligible for
reduced audit coverage in accordance
with §200.518 Major program deter-
mination.
(a) Single audits were performed on

an annual basis in accordanoe with the
provisions of thIs Subpa.rt. including
submitting the data oollection form
and the reporting package to the FAC
within the timeframe speCified in
1200.512 Report submission. A non-Fed-
eral entity that hB.Bbiennial audits
does not qualify as a low-risk auditee.
(b) The auditor's opinion on whether

the flnanolal statements were prepared
in accordance with GAAP. or a ba.sis of
accounting required by state law, and
the auditor's In relation to opinion on
the schedule oC expenditures of Federal
awards were unmodiiled.
(0) There were no deilcienoies in in-

ternal control which were identified as
material weaknesses under the require-
mente of GAGAS.
(d) The auditor did not report a sub-

stantial doubt about the auditee's abH-
Ity to continue as a goiDgconcern.
(e) None of the Federal programs had

audit findings from any of the fol-
lowing in either of the preceding two
audit periods in which they were olasei-
fied as Type A programs:

(1) Internal control deficiencies that
were identified as material weaknesses
in the auditor's report on Internal con-
trol for major programs as required
under §200.515 Audit reporting, para-
graph (c);
(2) A modified op1n1on on a major

program in the auditor's report on
major programs as required under
§2OO.515 Audit reporting, paragraph (0);
or
(3) Known or l1kely 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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§200.521

MANAGEMENT DBCISIONS

§200.521 Management decision.
(a) General. The management deci-

sion must clearly state whether or not
the audit finding is sustained. the rea-
sons for the decision. and the expected
auditee action to repay disallowed
coste. make financial adjustments. or
take other action. If the auditee has
not completed corrective action. 8.
timetable. for follow-up should be
given. Pr10r to iSSuing the manage-
ment deoisfou, the Federal agency or
pass-through entity may request addi-
tional information or documenta.tion
from the audttee, including a request
for auditor assurance related to the
documentation. as a way of mitigating
disallowed costs. The management de-
cision should describe any appeal proc-
ess available to the auditee. While not
required. the Federal agency or pass-
through entity may aleo Iesue a man-
agement decision on findings relating
to the f1nancial statements which are
required to be reported in accordance
with GAGAS.
(b) Federal agency. As provided in

§ 200.513 Responsib1l1ties. paragraph
(a)(7). the cognizant agency for audit
must be responsible for coordinating a
management decision for audit find-
ings that affect the programs of more
than one Federal agency. As provided
in §200.51S Responsibilities. paragraph
(c)(3).a Federal awarding agency is re-
sponsible for ieeuing a management de-
cision for findingS that relate to Fed-
eral awards it makes to non-Federal
entities.

(0) Pass-through entity. As provided in
5200.331 Requirements for pass-through
entitles. pa.ra.graph (d). the pass-
through entity must be responsible for
issuing a management decision for
audit findings that relate to Federal
awards it makes to subrecipients.
(d) Time requirements. The Federal

awarding agency or palSs-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 as possible and correc-
tive action should begin no later than
upon receipt of the audit report.

2 CFR en, II (1-1-15 Edtion)

(e) Reference numbers. Management.
decisions must include the reference
numbers the auditor assigned to each
audit finding in accordance with
§200.516 Audit findings paragraph (c).

ApPIi:NDIX I TO PART 200-FULL TExT OF
NOTICE OF FuNDING OPPORTUNITY

The full text of the notice of funding op-
portunlty 18 organized in sections. The re-
quired format outlined In tb18appendU indi-
cates immediately following the title of each
Il8ctlon whethlU' that section 18 requireeS In
every t.nnoUDcement or 18 a FeeS~ award-
ing agency option. The rormat 18designed so
that BL-nUax types of information will appear
in the same sections in announcements of
dtlJerent Federal funding opportunities. To-
ward that eneS,there is text In eacb of the
rollowing sectiOIl8to deBOribethe types of 111-
formation that a Federal awa.rd1Ilgagency
would Include In that seotlon or an actua.l
t.nnOl1Jloament.
A Federa.l awa.rdlng agency tha.t w1Bhe8to

Include information that the format does not
spec1l1cally d1ac11BSmay adlirea8 that subject
In whAtever section(ll) is m06t appropriate.
For example. If a Federa.l awarding agency
ohooses to address performance goa.ls in the
announcement, It might eSoso in the funding
opportunity description, the appUcation oon-
tent. or the reporting requirements.
Similarly. when this format calla for a

type of Information to be ill a partioular sec-
tion, a Federal award1Ilg agency w1ah1ngto
adc!res8 that Ilubjeot in other sections may
elect to repeat the Information In thoee BeC-
tions or U8I! Cl'OlI& references between the &flC-
tiOIl8 (there Ilhould be hyperUnks for crOBB-
references In a.ny electronic versloll8 of the
lI.IlIIouncement). For example. a Fe<leral
awa.rdl.ngagenoy may want to include Sec-
tion A information about the typeS of non-
Federal entltiee who are eligible to apply.
The format speo1fles a standard looatioll for
that information In Section C.1 but doea not
preclude repeating the information 1II Sec-
tion A or creating a cross reference between
Section A and C.l, lUIlong as a poteIltia.l ap-
plicant can l1nd the information quickly and
eully from the standard location.
The 88otlons of the full text of the an-

nouncement are described in the following
pe.ragrl.pbs.

A. PRooRAM DxscIUPJ'ION-REQUIRED

Th1B section cont&lns the full program de-
acr1ptlon of the fund1Ilgopportunity. It may
be as long as needeeSto adequately commu-
nlca.te to potent1al applicants the areas In
wh1cb tunding mlLYbe provided. It deacr1bes
the Federal awarding agency's Cundingprior-
ities or the technlca.l or focus areas in which
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the Federa.! awarding agency intendB to pro-
vide aaB1sta.Dce.Aa appropriate, It may in-
clude any program history (eg., whether this
Is a new program or a new or chanlred area or
program emphasis). 'lb1a section may com-
ml1Dicate indicators of llucceesful proJectl!
(e.g., if tbe program encourages collabo-
ra.tlve efforts) and may include examples of
projeots that have been fUDded previously.
This section alBomay include other informa-
tion the Federa.J awarding agency deems nee-
ll88lU'y, and must at a minimum include cita-
tions for authortztng statutes and regula-
tiona for the funding opportuDity.

B. FEDERAL AWARD ThTORMATION-REQUIRED

ThiB section provides suf11c1ent informa-
tion to belp an applicant make an informed
dec18lon about whether to submtt a proposal.
Relevant information oould include the total
amount of funding that the Federa.! awarding
agency expeote to award through tbe an-
nouncement; the anticipated number of Fed-
era.! awa.rdll; the tapeCted amounte of indi-
vidUAl Federa.J awards (which may be a
range); the amount of funding per Federal
award, on average, experienced in previous
years; and the anticipated Iltart dates and
periolla of performance for new Federa.!
awards. Th1B sectaon a.l8o should address
whether applicatlona for renewal or sup-
plementation of ex1Btingprojects are e11gjble
to compete with applicatlona for new Fed-
eral awarda.
This section also must indicate the type(s)

of &BB18tancelnetrwnent (e.g., grant, cooper-
ative agreement) that may be awarded If ap-
pUcations are lluoOB8llful. If coolleratlve
agreements may be awarded, this section ei-
ther should deacr1be the "llubstAntlal in-
volvement" that the Federal awarding agen-
cy eZ]IBCtsto have or should reference where
the potential applicant can find that JDfor-
matlon (e.g., in the funding opportunity de-
ecrtptlon In A. Program DeacriptioD-Re-
Quired or Federa.J award admln18tratlon in-
formation In Bectlon D. Application and
Bubmiasion Information). If procurement
contracts also may be awarded, th18must be
stated.

C. ELIGIBILITY INFORMATION

Thill section addresses the considerations
or facton that determine applicant or appli-
cation ellg1b111ty. Tb1a Includes the eligi-
b111tyof pe.rt1cular typBSof applicant organi-
zations, any factors aJIectlng the eligibility
of the prinolpa.llnvestlgator or proJect direc-
tor, and any crlter1s that make particular
projects Inellglble. Federal agencies should
make clear whether an applicant's failure to
meet an ·eUgibility criterion by the time of
an a.ppl1ca.tlon dea.dllne will result In the
Federal awarding agency returning the ap-
plication without review or, even though lID
applloa.tion may be reviewed, will preclude

Pt. 200, App. I

the Federa.! awarding agency trom making a
Federal award. Key elements to be addres8ed
are:
1. Eligible Applicanl$-Reqllired. Announce-

ments mUBt clearly identitY the types of en-
tities that are eligible to apply. If there are
no restrictions on ellg1bility, tb1s section
may simply indicate that all potential appU-
cants are el1g1ble.If there are restrictions on
ellg1billty, it 18important to be clear about
the specUlo types of entities that are eligi-
ble, not just the typllS that are ineligible.
For example, if the program Is l1m1ted to
nonprofit organizations subject to 26 U.S.C.
601(c)(8)of the tax code (28 U.S.C. 501(c)(8»,
the announcement should Bay BO. Sim1larly,
it is better to state explic1t1y that Native
Amerloa.:n t.--iba.l org&iliz&tiona are 6l1g1ble
than to Mllume that they can unambtguously
infer that from a statement that nonprofit
organizations may apply. IDilrib111tyal80 can
be e:xpresaed by exception. (e.g., open to all
types of domlllltic applicants other than indi-
viduals). Th1B section should refer to any
portion of Section D specifying documenta-
tlon that must be submitted to support an
eligibility determination (e.g., proof or
601(c)(3)status as determined by the Internal
Revenue Bervice or an authorizing tr1bal res-
olutdon), To the extent that any funding re-
striction in Bectlon D.6 Could affect the eU-
glbility of an applicant or project, the an-
nouncement must either restate that restrrc-
tion in this section or provide a CI'088-ref-
enmce to its description In Section D.6.
2. Coat Shanflll or Matching-RequiTed. An-

nouncements muat state whether there 18re-
Quired cost sharing, matchiD&', or cost par-
ticipation without which an a.pplioation
would be inel1g1ble (if coet all&r1nirill not re-
Quired, t.be announoement must, explicitly
BaY so). Required OO8tah&rIngmay be a cer-
tain percentage or amount, or may be In the
form of contributions of specified items or
activities (e.g., provision or equipment). It 1B
important that the announcement be clear
about any restrictlom on the types or cost
(e.g., In-kind contributions) that are accept-
able &8 cost BharIng. Coet sha.r1ng &8 an eligi-
bility criterion includes requiremente based
in statute or regulation. &8 described in
f 200.806 Cost sharing or matchlD&' of We
Part. Tb1a section should refer to the appro-
priate portiones} of section D. Application
and Submission Information stating any pre-
award requlremente for 8ubmlllalon of lettere
or other documentation to verify commit-
ments to meet cost-llb.ar1ngreqmrements If a
Federa.! award illmade.
3. Other-Reqtlired, if applicable. If there are

other el1g1b1llty criteria (I.e., criteria that
have the effect of making an application or
project ineligible for Federal awards, wheth-
er referred to &8 "reeponsiveneea" criteria,
"go-no go" criteria, "threshold" criteria, or
In other ways), must be clearly stated and
must include a rererence to the regulation of
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reqDirement that dellcribes the reat.rtction.
as appl1cable. For example, if entitles that
have been found to be In viola.tlon of a par-
ticula.r Federal statute are ineligible, It Is
important to lI&y110.This section must also
sta.te any limit on the number of appllca.-
tioJlBan applicant may submit llDder the an-
nouncement and make clear whether the
lIm1tAtionis on the submittlJl&"organization,
Individual Investigator/program director, or
both. This section should a.lIIoaddr888 any
el1g1blllty criteria for beneficiaries or (or
program participants other than Federal
award recipients.

D. APPLlOATlON AND SUBMIS810N INFoRMATION

1. Addreu to &quat Application Package-
Required. Potent1a.1a.ppllcants must be told
how to gst application forms, kits. or other
ma.terla.lllneeded to apply (If this announce-
ment contains everything needed. thie sec-
tion need only lI&yeo). AIl Internet address
wbere the materl&le can be acce888d Is ac-
ceptable. However, since high-speed Internet
acCe811is not yet universally avaJlable (or
doWIlloa.d1ngdocuments, and appUcants may
bave additional accellllib111tyreQ.uirements,
there also should be a way (or potential ap-
plicants to request paper copies of materials,
such as a U.S. POIltal Service mullng ad-
dress, tslephone or FAX number, Telepbone
Device for the Deaf (TDD), Text Telepbone
(TTY) nnmber, and/or Federal Information
Relay Service (FIRS) number.
2. Content ana Form of Appllcati01l Stlbrni8-

sion-Requlred. Th1e section muet identify
the required content of an a.ppl1cation and
the forme or formats that an applicant must
use to submit It. If any requirements are
sta.ted elsewhers because they are general re-
quirements that apply to multiple programs
or funding opportunities. this Bectlon should
refer to where those requirements may be
round. Th1Bsection &leo should include re-
quired forme or formats as part of the an-
nouneement or stAte where the applicant
may obta.in them.
This section should epecIDcaUy address

content and torm or format requirements
ror:
I. Pre·applications, letters of intent, or

white papers required or encouraged (see
Section D.4). Including any limitatioJlB on
the number of pages or other formatting re-
quirements e1m11arto those for full applica-
tions.
U. The application as a whole. For a.lIBub-

.mrestons, this would Include any l1m1tatioDl!
on the number of pages, font size and type-
race. margins, paper BIze,number of ccpiee.
and sequence or assembly requirements. If
electronic submission is permitted or re-
quired, this could Inolude special require-
ments for fonnatting or signatures.
ill. Component pieces of tJle application

(e.g., If a.lI copies of the a.pplicatlon must
bear original signatures on the faee page or

2 CFRCh.n (1-1-15 EdItion)

the program narrative may not exoeed 10
pages). This Includllll any pleces that IIl&Ybe
submitted separa.tely by third partlss (e.g.,
references or lettBrl! confirming commit-
menta from third part1ll1lthat will be oon-
trlbutlng a portion of any required cost shar-
ing).
Iv. InfOrmAtion that successful a.pplicants

must submit after notification of Intent to
make a Federal award, but prior to a Federal
award. This could include svidence of com-
pl1a.nceWith requirements relating to human
subjects or information needed to comply
With the National Environmental Policy Act
<NEPA) (t2 U.S.C. 4321-43'1Oh).
3. Unique fmtitt/ identiFJeT and SyBtem for

AwaTd Management (SAM)-RBqutred.
Tbie par&«raph IDtlIlt st.&te olearly tha.t

each applicant (unless the applicant is an in-
dlvidu&l or Federal awarding &«ency that is
excepted from those requirements under 2
CFR 125.11O(b)or (c). or bas an exception a.p-
proved by the Federal awarding agency
under IICFR 125.110(d)is required to: (1) Be
regiStered In SAM before submitting its ap-
pUcation; (ii) provide a a valid unique entity
Ident111er In Its application; and (iii) con-
tinue to maintain an active SAM reg1Btra.-
tion with current inform&tlon at all times
during which It bas an active Federal award
or an application or plan under consideration
by a Federal awarding agency. It also must
sta.te that the Federal awarding &«eDCYma.y
not make a Federal award to an applicant
until the applicant bas complied with all ap-
plicable unique entity Identl11erand SAMre-
quirements and, if an applicant h&enot fully
complied with the requirements by the time
the Federal awarding &&"encyIs rea.dy to
make a Federal award, the Federal awarding
&«ency IIl&ydetermine that the applicant Is
not Q.ualified to receive a. Federal award and
use that determination as a basis for IIl&klng
a Federal award to another applicant.

4. SvbmWion Dates ana TImes-Required.
Announcements must Identi1Ydue dates and
times for all Bubmisaions. Tbie Includes not
only the full applications but also any pre-
liminary Bubmieelons (e.g.• letters of intent,
white papers, or pre-appllcatlons). It a.lIIoin-
cludes any other 8ubmiee1onsof informa.tion
before Federal award that are separate from
the full application. If the funding oppor-
tunity is a general &nD.ouncementthat is
OJlllD for a period of time with no specific due
4a~ for applicatiOJlB, this section should
ea.y so. Note that· the intonnation on dates
that is Included In this seotIon also must ap-
pear with other overview information in a lo-
cation preceding the full text of the an-
nouncement (see 1200.203Notices of funding
opportunities of this Part).
Each type of submission should be des-

Ignated &II encouraged or required and, If re-
quired, any deadline date (or dates, If the
Federal a.wardlng agency pl&llSmore than
one cycle of application submission. review.
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&DdFederal award llIlder the announcement)
should be specifled. The announcement must
state (or provide a.reference to another docu-
m8IIt that states):
1.Any deadline iII terms oCa date and local

time. If the due date falls on a Saturday,
Sunday, or Federal holiday, the reporting
package 111due the next blll!1nll/lBday.
ii. What the deadline meaJIB(e.g., whether

1t Is the date and time by which the Federal
awa.rd1ng agency must receive the applica·
tIon, tbe date by which the appllcalJon must
be postmarked, or something elae) and how
that depends, if at all, on the llUbmlB8ion
method (e.g., mall, eleotronic, or pereanalJ
courier dellvery).
iii. The effect of miBBinga deadl1ne (e.g.,

whether late applications are neither re-
viewed nor CODB1deredor are reviewed and
considered under some ctrcametaacee).
Iv. Bow the recelv1Jlg Federal omce deter-

mines whether an application or pre-applica-
tion has been submitted before the deadline.
Thie includes the form oCacceptable prooCof
ma.1l1ngor syetem-generated documentation
oCreceipt date and time.
Thi8 section also may indicate whether.

when, lI.Ddin what Cormthe applicant w1llre-
ceive an acknowlsdgement of receipt. This
informatlon should be d18played in ways that
will be ea.eyto UJlderstand and use. It Cll.Dbe
dlmoult to extract all needed information
tram narrative paragraphs, even when they
are well wrttten. A tabular form for pro-
viding a summary of the information may
belp applicants Corsome program8 and give
thsm what effectively could be a.checklblt to
verlfy the oompleten8llll of their applloatlon
p&Cka.gebefore submission.
5. InteJ'govemmental R.evtew--Requfred, If ap-

plicable. If the funding opportumty is subject
to Exeoutive Order l23'72, ''Intergovern-
mental Review of Federal Programs," the
notice ml1Bt say 80. In alerting applicants
that they must oontact their state's S1Dgle
Point of Contact (SPOO) to tlnd out about
and comply with the state's process UJlder
Exeoutive Order 12372. it may be useful to in-
form potential appllcante that the names
a.ndaddree8es or the 8POCBare 11lltedIn the
Omce of Management and Budget's Web site.
1D1DW.1Dhiteh01Ue./1~antsl8pOC.html.
6. Funding Remictloll8-Reqwred. Notices

must include information on funding restrtc-
tions in order to allow an applicant to de-
velop an application and budget consistent
with program requirements. Bu.mples are
whether conatruotaon Is a.n allowable activ-
ity, if there are LIlY limitatiOIlll on direct
costs sucb lIB foreign travel or equipment
purchases, and if there are any limits on in-
direct coste (or fac1l1ties and a.dm1n1lltrative
costs). Applicants must, be advised if Federal
awards will DOtallow reimbursement of pre-
Federal a.wardoosts.
7. OtheJ'SubmiBrion Requirements- Required.

This eection must address any ctber submts-

pt, 200, App. I

sion requirBlD8Ilts not included in the other
pa,ragraphs of this section. Th1IImight in-
clude the format of 8ubJn115610n,t.e., paper or
electroniC, for each type of reqUired submis-
sion. Applicante should not be required to
submit in more than one format and th1I!SOO'
tion lIhould ind1cate whether they may
choose whether to lIubmit appUcatioIlll in
hard copy or electronically, may 8ubmit only
in hArd copy, or may submit only electroni-
cally.
Th1ll section also mllBt indicate where ap-

plications (8Ild any pre-applications) muet be
lubmlt.ted if sent by post&) mall. electronic
mll&Jl8,or hand-delivery. For postal mall
lubmiallon, this must include the name of an
office, offlc1&l,ind1vidual or function (e.g..
appllcatlon recelpt center) and a complete
ma.1l1ngaddress. For eleotronic 8ubmiesion.
this must include the URI..or email address:
whether a p&llIlWOrd(lI)III required; whether
particular software or other electronic capa.-
b1l1ties are required; what to do in the event
of system problems and a point of contact
who will be a.v&ilablein the event the appli-
cant experiences technical d1ff1cultles.1

E. APPLICATION RBVlEWINFoRMATION

1. Cl'iteria-Requjred. Th1IIIl8ction must ad-
dress the criteria that the Federal awarding
agency will use to evaluate applicatlons.
This includes the merit &Ddother review cri-
teria that evaluators will use to judge appli-
cations, including any statutory, regulatory,
or other preCerences (a.g., minority status or
Native American tribal preferenoBB) that
w1ll be applied in the review process. Thsse
criteria are d18t1nct from eliglb1l1ty criteria
that are addressed before lI.Dawl1oa.tion 18
accepted for review and any program polley
or other factors that are a.pplied dur~ the
selection proollSS,after the review procese Is
completed. The intent 1Bto make the awli-
cation process transparent 80 applicants can
make informed dec1ll10ns when prepa.r1ng
their applications to ma.zim1ze fairneas of
the procees. The announcement Ilhould clear-
ly desCI1be all criteria, incJudlng any BUb-
criteria.. If criteria vary in importance, the
announcement should specify the relative
percentages, weights, or other means used to
distingu1llh among them. For statutory, reg-
ulatory, or other preferences, the 1U1Il01lIlCe-
ment lIhould provide a detailed axpl&nation
of thoee preferencee with an ezpllclt indica.-
tion or their effeot (e.g., whether they result
in additional points being 8.SIligned).

1With respect to electronic methods for
providing information about funding .oppor-
tUJlities or accepting applicants' IllbmisBions
of information, each Federal awarding agen-
cy 111responslble for compliance with Section
508 of the Rehabilitation Act of 1973 (29
U.S.C.794d).
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If an appllcant's proposed cost lIharlng 11'111
be cOIlBideredin tlle review procB88 (as op-
posed to be1Dga.n eligibility criterton de-
scribed in Seotlon C.2), tlle announcement
must, specifically address how it will be oon-
sidared (e.g.• to assign a oert&1nnumber ot
addItional points to applioants who otter
cost .~, or to break tias amoD&'applica-
tioIIBwith equivalent scores after evaluatIon
agalnst all otller factol'6). If cost sharing will
not be coIlB1deredin the evaluation, the an-
nouncement should say so, 80 that there 18
no LDlb1gu1tyfor potential applicants. Vague
statements that. cost Ilha.r1ngill encouraged,
without ola.r1f1cationas to what that means,
a.re unhelpful to applicants. It aleo 18impor-
tant that tlle announcement be clear about
any restrictioIIB on the type!l of cost (e.g., in-
kind contributloIIB) that are acceptable as
cost sh&r1ng.
2. Review and Selection PToceu-RequiTed.

Thill eection may vary in the level of deta.11
provided. The announoement must l18t a.ny
program policy or other factors or elements,
other than merit criterla, that the selecting
official may UBe in aeleotlng applicatioIIB for
Federal award (e.g.• geographical dispersIon,
program balance, or diversity). The Federal
awarding ~oy may also include other ap-
propriate detalle. For example, thiII aeotion
may indicate who is respoIIBlble for evalua-
tIon against tbe merit oriteria (e.g.•peers ex-
ternal to the Federal awarding agency or
Federal awardlng agency panlOnnel) and/or
who makee the final selectlone for Federal
awards. If tbere Is a multi-phase review proc-
B88(e.g.• an external pa.nel advlslng internal
Federal awardlng agency personnel who
ma.ke flnal recommendatIons to tbe deo1dlng
omc1al), tbe announcement may describe the
.phases. It aleo may include: tbe number of
people on an evaluation panel and how It op-
erates, the way reviewers are aelected, re-
viewer qual11loatIoIIB,and the way that oon-
ructs or interest are avoided. With respect to
electroniC metbods for providing informa-
tdon about fundinB opportunIties or accept-
inB appllcanUs' subm.1aelonsof information,
ea.cb Federal awarding agency Is responsible
tor compliance witb Section 608 of tbs Reha-
b1l1tation Act of 19'73(29U.S.C. 794d).
In addition, if tbe Federal awarding agency

permits a.pplicants to nom1n&tel!ugg8sted re-
viewers of tbeir appliCAtionsor euggest tbose
they Ceelma.y be lDappropriats due to a. con-
ruct oC interest, that information should be
included in th1s section.

3. Anticipated Announcement and Federal
AwaTd Dates-Optional. Th1e section is in-
tended to provide applicants witb informa-
tion they can use tor plannlng purpoees. It
there Is a single applicatIon deadline fol-
lowed by the simultaneous review of all ap-
plications, the Federal awarding agenoy can
include in tbls section Information about the
anticipated dates for announcing or noti-
fying successful and unsuecessful applicants

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

and for having Federal awards in place. If ap-
plioatioIlll are receIved and evaluated on a
"rolling" bas18 a.t different times during an
utended period, it may be a.ppropr1ate to
give applicants an estimate of the time need-
ed to proC8B8an application and notl.fy the
applicant of the Federal awarding agency's
decision.

F, FEDBRALAWAJID ADKINlSTRATION
INPoRIU.T1ON

1. Fedqal AwaTd No~RequiTed. This
sectacn must addreBBwhat a sUccell8fulappll-
cant can expect to receive following. selec-
tion. If the Federal a.warding agency's prac-
tice le to provide a separate notice stating
that an a.ppllcatlon has been eelected before
it actually makea the Federal award. tb1s
section would be the plaCe to indicate that
the letter ill not an authorir.ation to begin
performance (to the extent that It allows
charging to Federal awards of pre-award
coste at tbe non-Federal entlty's own riek).
This section should indicate that tbe notice
of Federal award Signed by tbe grants of1lcer
(or equivalent) le tbe authorizing document,
and whetber it 18 provided through postal
mail or by electronio me&Dlland to whom. It
a1eomay addrBBBthe timlng, form, and con-
tent of not1f1catione to UIl8uoceBllfulappli-
cants. See aleo 1200.210 Information con-
Wned in a Federal award.
Z. Admlnimative and National POIICl/ Be-

quirements-RequiTed. This aeotlon must iden-
tity the usual administrative and national
pollcy requiremente the Federal awarding
a.gency'e Federal awards may include. Pro-
viding tbls information lets a potential ap-
plicant identifY any requirements with
wbich It would have cWfioulty complying if
Its application is BUoceseful.In tb06e c&sea,
early notification about the requirements al-
Iowa tbe potential applicant to decide not to
apply or to take needed actions before re-
oeivinB the Federal award. The announce-
ment need not include all of tbe terms and
condItions of tbe Federal award, but may
refer to a document (with information about
bow to obta.ln it) or Internet site where ap-
plloants can see the termB and conditioIIB. If
tbls tanding opportunity wm lead to Federal
awards with some special termll and condi-
tions tb&t differ tram tbe Federal awarding
agency's ueual (80metlmee called "general")
terms and condit1oIIB, this BeCtioDshould
blgbllght tboee specia1 terms and condlt1ona.
Doing 80 will alert appUcants that have re-
ceived Federal awards tram the Federal
awarding a.geJ1oypreviously and mlght Dot
otberwlse expect dl1Ierent terms and condi-
tione. For the same reason, tbe announce-
ment ehould inform potential appl1ca.nts
about special requirements tbat could apply
to particular Federal awards alter tbe review
of appllcatlons a.nd otber information, baSed
on tbe pe.rticular ciroumstances of the effort
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to be supported (e.g., 11huma.n subjects were
to be iDvolved or if 80me situa.tiOIl.6may jus-
tI(y special terms on intellectual property,
data sharing or securtty requirements).
J. Reporting-RequiTed. This section must

include general information about the type
(e.g., financ1al or performance), trequency,
and means of 8ubmiSllion (paper or eiee-
troIlic) of poet-Federal award reporting re-
qutrsmenta. Highlight any epecial reporting
requirements for FederaJ awards under this
funding opportunity that differ (e.g., by re-
port type, frequency, rorinlformat, or cir-
cumstancea for use) from what the Federal
awarding agency's FederaJ awards usually
require.

G. FEDKRAL AWARDING AGENCYOO}''TACT(S}-
RIlQUllUID

'!'be announcement must give potential ap-
plicants a polnt(s) of contact for LD8wer1Dg
Questions or helping with problems wblle the
funding opportunity 1l! open. Tbe intent of
thil! reqnirement is to be as helpful 11.9 J)OIl-
sible to potential a.ppl1cante, ao the Federal
awa.rdJng lI.lrencyabould cODB1derapproa.ches
such a.sgiving:
'1. Points of contact who may be reached in
multiple way!! (e.£'.• by telephone. FAX, and!
or email, as well a.s regula.r mall).

U. A fa.][ or email addreB8 that mUltiple
people acCB6S,so that someone will respond
even 11othlU'llare unexpectedly absent dur-
ing critical periods.
UI. D1!ferent contacts Cordistinct kiDds of

help (e.g., one for questions oC programmatic
content and a second for adm1n1l!tratlve
queatlons).

R. O'I'HBRINFoRMATION-OFl'IONAL

This eection may Include any additional
information that will assist a potentla.l ap-
pUcant. For example, the section might:
i. Indicate wbether this ie a new program

or a one-time initiative.
Ii. Mention rela.ted programs or other up-

coming or ongoing Federal awarding agency
funding opportunities for Bim1Ia.ractivities.
iii. Include current Internet addreeaes for

Federal awarding agency Web sites that may
be useful to an applicant in understanding
the program.
iv. Alert applicants to the need to Identify

proprietary information and InCorm them
about the way the FederaJ awa.rdiDgagency
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 as
a result of the announcement or that only
grants officers can bind the Federal Govern-
ment to the expenditure or funds).

PI, 200, App. II

APPENDIX II TO PART 2O()-CONTRACT
PROVISIONSFOR NON-FEDERALENTI-
TY CONTRACTS UNDER FEDERAL
AWARDS

In a.ddition to other provisions required by
the Federal agency or non-Federal entity. all
contra.cte made by the non-Federal entity
WIder the Federal award must contain provi-
sions covering the following. as applicable.
(A) Contracts Cormora than the s1ropl1l1ed

acqu1s1tion threshold currently set at
5160,000, wblcb is the 1n1latlon adjusted
amount determiDed by the Civilian Agency
Aoq\lJ8ltlon Council and the Defense Acquisi-
tion Regulations COl1I1c1l(Councils) as au-
thorized by 41 U.6.0. 1908, must addrese ad-
ministrative, contractual, or legal remedies
in instances wbere contractors violate or
breacb contract terme, and provide for I!Uch
aanctioDBand penalties as appropriate.
(ll) All contracts In exceB8of $10,000must

a.ddreas termination for cause and for con-
venience by the non-FederaJ entity including
the m&IIIIerby wblch it will be etreoted and
the ba.sia for settlement.

(0) Equal Employment Opportunity. Ex-
cept as otherwiee provided I1I1der41 OFR
Part 50, all contracts that meet the defln1-
tion of "federally aeaisted construction con-
tract" in 41CFR Part 60-1.3must Include the
equal opportunity clause provided under 41
CFR 6O-l.4(b), In a.ccordance with Executive
Order ll246, "Equal Employment Oppor-
tunity" (30 FR l23l9, 12935,a CFR Part, 1964-
UI65 Comp., p. 339), 8Jl amended by Executive
Order 113'16, "Amending Executive Order
~ Relating to Equal Employment Oppor-
tunity," and implementing regulatlODS at U
CFR part 60, "Office of Federal Contract
Complia.nce Programs, Equal Bmployment
Opportu.n1ty, Department of Labor."
CD)Davis-Bacon Aot, a.s amended (40'(;'.8.0.

3141~148).When required by FederaJ prolfl'1llJl
legislation, aU prlme construotion contracts
in excess of 12,000awa.rded by non-Federal
entitles must Include a prov1s1on for compli-
ance wltb the Davis-Bacon Act (40 U.8.0.
3141-3144,and 3146-3148)a.s supplemented by
Department of Labor regulations (29 CFR
Pa.rt 5, "Labor 8tandards Provisions Appli-
cable to Contracts Covering Federally FI-
nanced and AB81etedConetructlon"). In ac-
cordance w11;h the statute, contractors must
be required to pay wages to laborers and me-
cha.n1caat a rate not lBBSthan the prevailing
wages spec1J1ed In a wage determination
made by the Secretary of Labor. In addition,
contractore must be required to pay wages
not leas than once a week. The nOD-Feder,,1
entity must place a copy of the current pre-
va!l1ng wage determination iseued by the De-
pe.rtment 01 Labor In ea.ch 8011citation. The
decision to award a contract or subcontract
must be conditioned upon the acceptance of
the wage determination. The non-Federal en-
tity rnuat report all auapected or reported
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viola.tlons to the Federal awarding agency.
The contra.ctB must a.l8o include a proviB1on
for complianoe with the Copeland "Anti-
KIckback" Act (40 U.S.C. 3145). &8 supple-
mentBd by Department of Labor regula.tions
(29 CFR Part 3. "Contractors and Sub-
contraotors on Public Building or Public
Work Ji'1na.ncedin Whole or in Part by Loa.ns
or Gra.ntBfrom the UnltBd StatBs"). The Act
providea tba.t ea.ch ocntra.ctor or BUb-
recipient must be prob1bitBd from inducing,
by a.ny meana, a.ny persen employed in the
conetruction, completion, or repa.1r of public
work, to give up ponypa.rt of the compensa.-
tion to wb1ch he or she is otherwise entitled.
The non-Federa.l entity must report a.ll SUB-
pected or reportBd viola.tionll to the Federal
awa.rd1ng&,gency.
(E) Contra.ct Work Hours and Safety

Standards Aot (40 U.S.C. 3'101-3708).Where
applicable, all cont,raots awarded by the non-
Federal entity in excees of $100,000that in-
volve the employment of mecbaniC6 or labor-
ere muet include a provision lor oomplia.nce
with 40U.S.C. 3702and 3'104,&.II BuppiementBd
by Department of Labor regula.tions (29CFR
Part 6). Under 40U.S.C. 3'102of the Act, each
contra.ctor must be required to compute the
wages of every mechanic and laborer on the
baBis of a standard work week of 40 hours.
Work in excess of the standard work week 18
permlBB1bleprovided that the worker is com-
peIll!&tBdat a rate of not 111116 than one and a
half times the ba.sic rate of pay for a.ll hours
worked in exCB8Bof 40 hours in the work
week. Tbe requirements of 40 U.S.C. 3704are
applicable to construotion work and provide
that no laborer or mechanic mUllt be re-
quired to work in anrroundings or under
working conditionll which are uneanltary,
hazard.OU8or dangerous. Theae requirements
do not a.pply to the purchaeeB of supplies or
matll11al8 or articles ord1narl1y ava1l.able on
the open market, or contractB for tra.nepor-
tatlon or tra.nsmiBaion of intBlllgence.
(F) Rights to Inventione Made Under &.

Contract or Agreement. Il the Federal award
meets the del1n1tion of "fnllding agreement"
under 37 CFR f40l.l1 (a) and the recip1ent or
Bubrecipient wishes to enter into L contract
with a 1lIna.llbusiness firm or nonprofit org&.-
n1za.tion rega.rd1ng the substitution of par-
ties, aaBlBnment or performance of experi-
mental, developmental, or research work
under that "funding agreement," the recipi-
ent or Bubreciplent must oomply with the re-
qu1rements of 37CFR Part 401,"RlchtB to in-
ventions Made by Nonprofit Org&n1za.tiops
and Bma.ll Business Flrmll Under Govero-
ment Grants, Contra.cts and Cooperative
Agreements," and any implementing regula-
tione issued by the awarding &,genoy.
(0) Clean Air Act (42U.S.C. 7401-7671q.)and

the Federal Water Pollution Control Act (33
U.S.C. 1261-1887),&8 &.mended-Contracts and
Bubgrante of amounts in excees of $150,000
must contain a provision that requires tJle

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

non-Federal award to agree to comply with
all applica.ble standards, ordBl'S or regula.-
tione l.8aued pursuant to the Clean Air Act
(42 U.S.C. 7.01-'18'11q)and the Federal Water
pollution Control Act aa amended (33 U.S.C.
1251-188'1).Viola.tions must be reported to the
Federal •.warding agency and the Re&1on&l
Office of the Environmental Protection
Agency (EPA).
(H) Debarment and Suspension (Executive

Orders 12549and 12689)-A contract awa.rd
(see 2 CFR 180.220)must not be made to par-
ties 11stBdon the governmentwlde exolUl!1one
in the System for Award Management
(BAM), In &Ccordancewith the OMB gnlde-
linea at 2 CFR 180th.a.t implement Executive
Orden 12549(3 CFR part 1986 Comp., p. 189)
and 121689(3 CFR part 1989 Comp., p. 235),
"Debarment and Suspension." SAM Exclu-
sions contains tbe names of parties debarred,
suspended, or otherwise exoluded by agen-
cies, &8 well &8 parties declared ineligible
under statutory or regulatory authority
other than Executive Order 12549.
(l) Byrd Anti-LobbyiJIg Amendment (81

U.S.C. 1S62)-Contra.cton \hat apply or bid
for an award exceeding $100,000must me the
required certi11cation. Each tier cert11les to
the tier above that it will not and baa not
used Fedlll'al appropriated funda to pay any
person or orga.n1Ba.t1onfor infiuencing or at-
tempting to in11uencean omcer or employee
of a.ny agency, a member of Congre8B,oMCBr
or employee of Oongress, or an employee of a
member of Congrees in connection with ob-
tainlng any Federal oontra.ct, grant or any
other award covered by 91 U.B.C. 1952.Each
tier must wo diec10Be any lobbying with
non-Federal funds that takes place in con-
nection with obta.lniJlg any Federal award.
Buch dlscloSureB are forwarded from tier to
tier up to the non-Federal award.
(J) See Uoo.S22 Procurement of recovered

materJals.
['1lIFR 78608,Dec. 26, 2013,&8&mended at '19
FR '15888,Dec. 19,2014]

ApPENDIX m TO PART 200-INDIRECT
(F&A) COSTS IDENTIFICATION AND
ASSIGNMENT,AND RATE DETERMINA-
TION FOR INSTITUTIONS OF BlGHER
EDUCATION (!HES)

A.GENERAL
Th18 appendix provides criteria for Identi-

fying and computing indirect (or Indirect
(F&A)) ratea at IHEB(institutions). Indirect
(F&A) COlltsare th0ll8 that are incurred for
common or joint objectives •.nd therefore
cannot be identined readily and speCifically
with a pa.rticular sponsored project, an in-
structional activity, or any other institu-
tional actiVity. See Bubsection B.1, Defini-
tion of FacUlties and Admi.nlBtra.tlon, for a
discu"lon of the components of indirect
(F&A) ooste.
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1. Major Functions of an Institution

Refers to instruction, orga.n1zed research,
other spoIl801'8dactivities and other 1nst1tu-
tiona} activities as defined In thla eectaon:

a. Instruction means the tea.ch1Dg and
tralnillg activities of ILDinstitution. Except
for research tra.lnl.IIg as provided In BUb-
section b, th1s term Includes &ll tea.chfng and
tra1D1ng activities, whether they are offered
for credits toward a degree or cert11lca.te or
on a non-cred1t basis, a.nd whether they are
offered through regular academic depart..
ments or separate divlB1ons, such as a sum-
mer ac.hool divtmon or &Dextension dlvtmon.
Also coDB1deredpart of this maior fUllction
are departmental reeearch, a.nd, where
agreed to, UD!verslty 1'llIl8arch.

(1) b)lomorea instTUctio1l and trai7li1l{l means
spactnc Instruotlonal or tra1n1ng activity es-
tablished by gra.nt, contract. or cooperative
agreement. For purposes of the cost prlD-
cipl815, this activity may be conaidered a
maior function even though a.n lD8t1tation's
8.CCOUlltlDgtreatment may Include It In the
Instruction function.
(2) Departmental rflMJarch mea.na reeeareh,

development and scholarly actiVities that
are not organized research and, con-
BBQuently, are not separately budgeted and
accoUllted for. Departmental reaea.rch, for
purpoaea of this document, Is not conaldered
as a major fUllotlon, but as a part of the In-
stmctton fUllction of the institution.

(8) Only mandatory cost sharing or cost
8lla.1'1nlrspec1fically committed In the project
budget must be Included In the organized re-
search bale for computing the Indireot (F&A)
COIltrate or reDected In &I1Yallocation of in-
direct costs. 8ala.ry costs above statutory
limits are not conaldered cost sharing.

b. Organized. research ms8.IlII all reaearch
and development a.ctIvities of a.n lDBtltution
that are separately budgeted and accounted
for. It Includes:
(1) Spomored. research mea.n8 all resea.rcb

and development activities that are apon-
Bored by Federal B.Ild non-Federal agencies
ILDdOrranlzatioDB. Th18term tncludes activi-
tiu Involving the traInlng of individuals in
research techn!quee (commonly called re-
search tra1n1ng) where such actiVities utilize
the lI8.Dlefacilities as other l'8l5earch and de-
velopment a.ctlvitles a.nd where sueh actiVi-
ties are not Included in the instruction func-
tion.

(2) Univerltt1/ rel4!arch me&DBall research
and development actlVltieJI that are sepa-
rately budgeted and acccunted for by the In-
stitution under an Internal application of in-
stitutional funds. University research, for
purpoSeJI of this document, must be com-
bined with sponsored research under the
function of organised resea.rch.

c. Other rpomored activities mea.na progr&ms
and projects flnanced by Federal and non-
Federal ll€encies and O:rga.nlzat1olUlwhich In-

pt, 200, App, III

volve the performance of work other than in-
struction a.nd organized research. Examples
of such PrDlrr&m8 and projects are health
service projecte and community service pro-
grams. However, when &I1Yof these activities
are undertaken by the institution without
outaide IlUPpOrt. they may be cllUlBlfledas
other institUtional a.ctJ.Vlties.

d. Other in.ttit1ttiona/ acUvitie8 meane all ac-
tivities of an lDBtltutlon except for inBtruc-
uen. departmental research, organized re-
search, and other sponsored activities. &B de-
fined in thls section; Indireot (F&A) cost ac-
tivities ldentifled In thls Appeiuti.z para-
graph B, Identiflcation and assignment of In-
direct (F&A) coste; and spec1.al1sedservices
facilities desorlbed In 1200.468 Spec1a.lIzed
servtce !a.olllties of th1BPart.

Examples of other lDBtltutionaJ activities
include operation of residence halls, dining
halle, hoepltals and ol1n1cs, student unions,
intercollegiate a.thletiC8, bookst0I'B8, !aculty
hOUSing, student apartments, guest houses,
chapels, theaters, public museums. and other
a1m1lar alUilla.ry enterprises. ThIs definition
also Includell ILDYother ca.tegoriee of activi-
tlllIl. costs of which are "unallowable" to
Federal awards. unlellll otherwise Indicated
In an award.

2. Oritena Jor Dlatrlbution
a. Base period. A ba.se period for distribu-

tion of Indirect (F&A) cOllts Is the period
during which the costs are incurred. The
base period normally should coinCide with
the fucal year established by the Institution,
but In any event the bue period should be so
eelected as to avoid inequities In the dls-
trlbl1tion of costs.

b. Need Jor con groupj1l{ls. The overall ob-
jective of the lnd1rect (F&A) cost allocation
proceas 1e to distrlbote the lnd1rect (F&A)
costs described In Section B, Identiftca.tion
and asB1gnment of ind1reot CF&A)costs, to
the major functions of the lnet1tution In pr0-
portions reasonably consistent with the na-
ture B.Ild enent of their lIS8 of the 1nstitu-
tion's resources. In order to achieve this ob-
jective, It may be neC8aaary to provide for
selective distribution by eatabl1Bh1Dgsepa-
rate grouplnge of cost within one or more of
the indireot (F&A) oost categories referred
to In subsection B.l. Deflnltion of Fa.c1lltles
and Administration. In general, the cost
groupings established within a category
should const1tute, In each case. & pool of
those Items of eIpense that are considered to
be of like nature In terms of theIr relative
contribution to (or degree of remoteness
from) the particular cost objectaves to wh1ch
distribution Is appropriate. Cost groupings
should be established oons1dertng the general
guldee provided in subsection c of this sec-
tion. Each such pool or cost grouping should
then be distributed individually to the re-
lated oost obiectiveB, using the distributIon
base or methOd most appropriate In light of
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the guidelines eet forth in subsection d of
t.h1ssection.
c. Gmerol comide7"atiom on cost groupings.

The extent to wblch separate cost groapl.ngs
and selective dilltributlon woald be appro-
priate at an inlltitution is a matter of Jac)g·
ment to be determined on a C&8B-by-case
basts. Typloalll1tl1ationa which may warrant
the estabUshment of two or more sepa.ra.te
cost groaping& (baaed on account claes1flca-
tion or analys1e) wit.h1n an ind1rect (F&A)
cost category include but are not llmtted to
the followlDg:
(1)Jl certain items or categoriee of expense

relate Bolely to one of the major functions of
the institution or to IBSSthan all functions,
such expeDses lIbould be Bet alI1deu a sepa-
rate cost grouping for direct &BS1gnmentor
selectdve allocatlOD in accordance with the
guides provided in Bubsections b and d.
(2) Jl any types of expense ord1ner1ly treat-

ed as general a.dm1n1Btn.tlon or depart-
mental admInlBtration are charged to Fed-
eral a.wards&8 direct coats, expenses applica-
ble to other activitlaa of the institution
when lnc1l1T8dfor the lSBIIlepurposes in like
circumstances must, through Bepa.ra.tecoet
grouping&, be excluded from the indirect
(F&A) costs allocable to those Federa.1
awards and included in the direCt cost of
other activities for coat allocation purposes.
(3) Jltt Is determined that certain expenses

are for the support of a service unit or facil-
ity whose outpat 18 susceptible of measure-
ment on a. workload or other quantitative
baBls, such expenses should be Bet aside IUl a
separate cost groaping for dilltribution on
such basis to organized reeea.rch, instruc-
tlonal, and other activitiaa at the institution
or within the department.
(4) If activities provide their own pur-

chae1ng, pB1'IlOnneladm1niBtration, building
maintenance or sImilal' service. the distribu-
tion of general adm1niBtratlon and general
expenses, or operation and maintenance ex-
penses to euob activities should be aecom-
pl1Bhedthrough cost grouplDgs whiob lDclude
only that portion of central ind1rect (F&A)
costs (sucb lUI for overall ma.na.gement)
which are properly allocable to suob activi-
ties.
(5) Jl the institution elects to treat fringe

beneftts lUI indirect (F&A) chllJ'i"es, such
costs should be set aelde as a. 841paratecost
grouplDg for selective distribution to related
oost objectives.
(6) The number of separate cost grouplngs

within a category sbould be beld wlt.h1n
practical l1m1ts, after taking into conll1der-
&tlon the materiality of the amounts in-
volved and the degree of precision attainable
througb less selective methode of distribu-
tion.
d. Select10n of distribution method.
(1) Actual conditioIlB must be ts.ken into

account In selecting the method or base to
be used in di8tributing individUAl cost

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

groUplDgl. The _entia! cone1deration in se-
lecting &baBe is that it be the one best eu1t-
ed for aestgning the pool of costs to cost ob-
Jectives in accordanoe with benefite derived;
with a traceable cause-and-effect relation-
Bb1p;or with logic end reason, where neither
benefit nor &cauee-and-effect relationshiP is
determ1Jlable.
(2) If a cost grouping caD be identified di-

rectly with the cost IlbJective benetttted, it
lIbouldbe aslI1gnedto that cost objective.
(3) If the expe_ in a cost grouping are

more general in nature, the d1str1bution may
be bued on a OO8tanalysis study which re-
sults in an equitable dlstributlon of the
costs. Such coat analys1e studies may ta.ke
into consideration weightlDg ractors, popu-
lation, or space occupied if appropriate. Coat
analys1Bstudies, however, must (a) be a.ppro-
prla.tely documented in eufi1cient detail for
8ubeequent review by the cogn1za.nt a.gsncy
for ind1nlct costs, (b) d1Btrlbute the costs to
the related cost objectives in accordance
wltb the relative benefits derived, (c) be ata-
t1Btlcally sound, (d) be performed spec1t1cally
at the lnetltution at which the results are to
be WlBd, and (e) be reviewed periodically, but
not 1868freQuentJy than rate negot1a.t1onB,
updated if D8C8IlIIlI.1'Y,and used consistently.
~ &Il8UIDptionsmade in tbe study must be
stated and exp1a.1ned.The use of cost anal-
ysis Btudie, and periodic changes in the
method of cost dilltribution must be fully
justified.
(4) If & cost analya1ll study 18 Dot per-

formed, or if the study does not result in an
equitable d18tributlon of the costa, the dis-
tribution must be made in accordanoe with
the appropriate base cited in SectioD B, IdeD-
t111cation and &8Il1gnmentof indirect (F&A)
costs, unleBSone of the following condltlons
lsmet:
(a) It can be demonstrated that the use of

a d1fTerentbase would result in a more equi-
table a.1location of the costs, or that a more
readily 8.va.11ableba.aewould not increase the
coste charged to Federal aWarde, or
(b) Tbe institution lluall1les tor, and elects

to use, ths stmp11t1edmethod for computing
indirect (F&.A.)cost rateB described in Sec-
tion D, Simplified method for small 1nstitu-
tiODll.
(6) Notwithstanding 8ubeect1on (8), effec-

tive July I, 1998, a cost a.ne.lys1eor bue other
than that in Section B must not be used to
distribute utility or 8tadent aervices C08te.
Ina~, 81lbsections B.4.c Operation and
maintenance expenses, may be used in the
recovery of ut1l1ty oosts.
e. Order of distribution.
(1) Indtrect (F&A) costs are the broad cat-

egories of costs 'd1ecU8BSd1n Section B.l,
Definitions of Fac1l1ties and Adm1n1etratlon
(2) Depreciation, interest exPlmllBll, oper-

ation and maintenance expenses, and genera.!
administrative and geueral expenses should
be allocated in that order to the rema1n1ng
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Indirect (F&A) cost categories lUiwell IUl to
the m&jor functions and spec1&l1zedaerv1ce
fa.c1Utiesof the institution. Other cost cat-
egories may be allocated ill the order deter-
mined to be most appropriate by the InBtitu-
tlons. When cross allocation of costs is made
&8 provided in Bubsection (3), tbis order of al-
location does not apply.
(3) Normally an lIId1rect (F&A) cost cat-

egory Will be considsred closed once it baa
been allocated to other cost objectives. and
COBts may not be subsequently allooated to
It. However, a C1'OIl8allocation of COlltebe-
tween two or more Indirect (F&A) cost oat-
egories may be used If such allocation will
reault In a more equitable allocation of
costs. If a erose allocation is used, an appro-
priate mod111cation to the composition of
the Indirect (F&A) cost categories described
in Section B Is requlred.

B.IDKNTlJI'ICA'l10N A},"D AS5IGNMENT OF
INDIRECT (F&A)COSTS

1. Definition of Facilities and Administration

Bee f~.414 Indirect (F&A) coste whicb
providee the ba.s1Bfor these Indireot cost re-
quirements.

2. Deprectatlon

a. The expenses under this heading are the
portion of the ooste of the InBtltution's
bu1ld1nge,capital Improvements to land and
buUd1nge, and equipment which are oom-
puted ill accordance with 1200.436 Deprecfa-
tion.
b. In the absence of the alternatives pro-

vided for In Section .A.2.d,Seleotlon of dis-
tribution method, the ezpBnsee Included in
this category must be allocated In the fol-
lowing manner:
(1) Depreciation on buildings used exclu-

sively In the conduct of a single !unction,
and on capital improvements and equipment
used in such buildings. must be 8.lI8ignedto
that function.
(2)Depreciation on bulldings used for more

than one function, and on capital improve-
ments and equipment used in such buildings,
must be allocated to the individual funotions
performed In each building on the bae1s of
usable square feet oCspa,ce, excluding oom-
mon areas such All hallways, sta1rwelle. and
reat rooms.
(3) Depreciation on bUlldtngs, capital im-

provements and equipment related to space
(e.g., individual rooms, laboratories) used
Jointly by more thAn one function (All deter-
mined by the users of the space) must be
treated as foUows. The cost of eacb jointly
used unit of space must be allocated to bene-
nttlng functloDll on the basis of:
<a) The employee full-time equivalents

(FTBs) or salaries and Wages of thoBe indi-
vidual functions benefitting from the use of
that space; or

Pt, 200, App, III

(b) Institution-wide employee FTEs or sal-
aries and wages applicable to the benefitt.lng
major functlODll(see Section A.l) of the In-
st1tution.
(4) Depreciation on certain capital im-

provements to land, such as paved parltlng
areas, fences, sidewalks, and the like, not In-
oluded in the cost of buildings, must be allo-
cated to user categOriBlloClltudentll and em-
ployees on a full-time squlvalent baaill. The
amount allocated to the student category
must be assigned to the instruction function
of the InBtltution. The amount allocated to
the employee category mUllt be further allo-
cated to the major functions oCthe institu-
tion in proportion to the wariee and W&gB6
of all employees applicable to those func-
tions.

3.lnwest

Interest on debt asBoc1at.edwith certain
buildings, equipment and capitsJ improve-
ments. as defined In 1200.449Interest, must
be classified All an expenditure under the cat-
egory FacIl1t1es. These coBts must be allo-
cated In the same manner as the deprecia-
tion on the buildings, equipment and capital
Improvements to which the Interest relates.

4. Operation and Mailltenance Ezpen3es

a. The expenses under th1Il heading are
thoee that have been Incurred for the admin-
istration. BUperviaion, operation, mainte-
nance, preservation, and protection of the in-
stitution's pllyslcal plant. They include ex-
penaes normally incurred for such items as
janitorial and utlllty services; repairs and
ordinary or normal alterations of buildings,
furniture and equ.!pment; care oC grounds;
maintenance and operation of buildings and
other plant fac1l1tiee; escurtty; earthquake
and disaster preparednell8; environmental
safety; hazardous waate disposal; property,
liabWty and all other insurance relating to
]lI'Operty; space and capital leaalng; fac1l1ty
planning and manB«'ement; and central re-
ceivinB. The operation and maintenance ex-
pense category should also Include its allo-
cable share of fringe benefit costs, deprecia-
tion, and Interest coats.
b. In the absence of the alternatives pro-

vided for In Sectlon A.2.d, the expenses in-
cluded In this oategory must be allocated In
the lI&IDemanner as deecribed In subsection
2.b for depreolatlon.
c. A ut1l1ty cost adjustlJlent of up to 1.3

percentage points may be Included In the ne-
gotiated Indirect cost rate of the !HE for or-
ganized research, per the compatation alter-
nativee In paragraphs (e)(I) and (2) of this
sectIon:
(1)Where space is devoted to a e1ngle func-

tion and metering allows unambiguous meas-
urement of usage related to that space, costs
must be assigned to the function located In
that spa.ce.
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(2) Where spa.ce IS alloe&ted to di1ferBJlt
functions and metering does not allow UII&Dl-
biguoUllmeasurement of usage by flmction,
costa must be allocated 88 follows:
(1)Util1tles 00IltBBllouldbe apportioned to

tunctlons in the B&JIlemanner as deprecia-
tion, based on the calculAted difference be-
tween the site or building actual square foot-
age for monitored relltlarch laboratory space
(site, buDding, floor, or room), and a IItlpa-
rate calculatlon prepared by the mE using
the "effective equare footage" described in
subsection (c)(2XU)of thi8 section.
(11)"Effective square footage" allocated to

research laboratory space must be calculAted
as the actual square footage times the rel-
ative energy util1z&tion index (REUI) posted
on the OMll Web site at the time of a rate
determination.
A. "nI1s index i8 the ratio of a la.boratory

energy WIll index (lab EUI) to the cor-
responding index for overall average college
or university Ilpace (college Em).
B. In July 2012.values for these two indices

(taken reepectively from the Lawrence
Berkeley Laboratory "Labs for the 21st Cen-
tury" bBJlchmarking tool http://
labs21 benchmaTldfl9.1bl./lov/CompareData.php
and the US Department of Energy "Build-
1ngJs Energy Databook" and http://
buildtn{lBdatabook.eren.doe.govICBECS.asp:r)
were 310kBtul8q ft-yr. and 155kBtulsq ft-yr.,
eo that the adjUlltment ratio IS 2.0 by this
methodology. To retain cuneney, OMBw1ll
adjust the EUI numbers from time to time
(no more often tha.D annually nor 1_ often
than every 5 years), 118ingrellable and pub-
licly diecloeed data. Current values of botb
the EUIs and the REUI will be posted on the
OMBWebsite.

5. General Administration and General E:rpll1Ues

a. The expenlltle under th1B heading are
those that have been incurred for the lreneral
esecunve and adm1n1strative oIDces of edu-
cational institutions and other expensee of a
general cba.racter whicb do not relate eolely
to any major function of the institution; l.e.,
solely to (1) in8truction, (2) organised re-
search, (3) other sponsored activities, or (4)
other Inst1tutional activities. The general
admin.1stration and general expense category
ebould •.leo include Its allocable Bllare of
fringe benefit oosts, operation and malnte-
nance expense, depreciation, and intereet
costs. Eu.mples of general admin1etration
and general expenBellinclude: those expenses
inourred by adminIStrative officee that serve
tbe entire university system of which the in-
stitution 18a part; central oMcee of the in-
stitution such as the Pree1dent's or
Chancellor's office, the office8 for Institu-
tion-wide financial managemBJlt, business
servicee, budget and planning, personnel
management, and aafety and risk lIl&.IlIIfl'e-
ment; the office of the General Coun88l; and
the operattons of the central administrative

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

JDllJl&gementinformat1on systems. General
administration and general expenses must
not include expenses incurred within non-
university-wide dea.ne' offices, a.oa.demiode-
partments, organ1zed research unit.e. or stmi-
lar organizational units. (Bee Bubsection 6,
Departmental a.dm1n1Atrationexpenses.)
b. In tbe absence of the altel'll&tivee pro-

vided for in Section A.2.d, the expenses in-
cluded in this categOry m11lltbe grouped first
according to common major functiOIlBof the
institution to which they render eervices or
provide benefits. The aggregate ellpense&of
ea.oh group must then be allooated to serv-
iced or benefitted functions on the modified
total cost ba8la. ModiOed total costs oonmt
of the sa.meelemente as those in Section C.2.
Wben an activity included in tb1e indirect
(F&A) cost oategory provides •. service or
product to another institution or organisa-
tion, an appropr1a.te adj11lltmBJltmust be
made to either the expensea or the ba.s1sof
allocation or both, to assure a proper alloca-
tion of ooats.

6. Departmental AdmjnistT~tIon E:rpenus

a. The eJqlllIlflesunder tb1e beading are
th08e that have been incurred for adminis-
trative and eupporting services that bBJlefit
common or joint departmental activities or
objectivee in academic deane' officee, aca.-
demic deJlartmente and div1s1one.and orga-
nised reaearch units. Organized researcb
units include silch unite 88 1netitutes, study
centers, and research centers. Departmental
adm1n1stration expenses are subject to the
foliowin&'limitations.
(1) Academic dea.ns' offices. Salaries and

operating expensell are limited to those a.t-
trtbutable to a.dm1nistratlve functioIlS.
(2)Academic departments:
(a) 8&1a.r1esand fringe benefite attrib-

utable to the adm1n1strative work (including
bid and propoeal preparation) of faculty (In-
cluding department heads) and other profe8-
sional personnel oonducting researcb and/or
in6truction, mU8t be allowed at a rate of 8.6
percent of modified total d1rect coste. ThIS
category doee not motude professional bust-
n8llBor profeesional administrative omcere.
This allowance must be added to the com-
putation of the indirect (F&A) cost. rate Cor
major functions in Section C, Determination
and appllcation of indirect (F&A) oost rate
or rates; the ellpeDlltlBcovered by the allow-
ance mUllt be BJ:oluded from the depart-
mBJltal administration cost J)OOI. No docu-
mBJltation is required to support th.i8 allow-
ance.
(b) Other administrative and supporting

expenses Incurred within academic depart-
mente are allowable provided they are treat-
ed consIStently in like circumstances. This
would include expenses suob a.s the salaries
of secretarial and clerical staffs, the salar111tl
of administrative officers and aes1stants,
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travel, ofl'1cesupplles, etockroo!I1l!l,and the
like,

(8) Other fringe bBDefitCOllt6applicable to
the waries and wages included in BUb-
eectiollll (1) and (2) are allowable, &8well &8
an appropriate lbare or general admiwstra-
non and general expellSea, operation and
malntllIlllDceexpenses, and depreo1a.tlon.

(4) Federal agenci88 may authorize reim-
buraement of additional 0061.8for department
.hea.dsand faculty onlY In exceptional C&8es
where an illStitutlon C&DdelllOlllltrate undue
hardllllip or detriment to project perform-
ance. .

b. The following gutdel1nse apply to the de-
termination of departmental adm1nlstrative
coste as direct or Indirect (F&A) coste.

(1) In developlng the departmental a.dm1n-
!strat1on coat pool, special care lIhould be ex-
ercieed to ensure tha.t C08teincurred for the
B&Dlepurpoee in like circumataDces are
treated con.s1stently &II either direct or indi-
rect (F&A) C08te. For example, salaries of
techDica1 staff, laboratory supplles (e.g.,
chemicals), telephone toll cha.rges, anima.l6,
animal care costs, computer ooste, travel
coste, and spec1al1zed shop coste must, be
treated as direct coati! wherever Ident1fiab1e
to a parttO\llar cost objective. Direct charg-
ing of these costs may bs aocompllshed
througb specifiC Ident1f1cation of 1nd1vidual
coste to bBDefltt1ng cost object1ves, or
througb recharge centers or speclal1zsd serv-
ice fa.cilitl8ll, as appropriate under the c1r-
cumstancee. See 1§200.m Direct costs, para.-
graph (c) and 200.468Speclallsed service fa-
clllties.

(2) Items such as cmee supplles, postage,
local telephone costa, and memberBhlpe must
normally be treated as Indirect (F&.A)008ts.

c. In the absenoe of the alternativ88 pro-
vided tor In Bection A.2.d, the expenses in-
cluded In this category m\l8t be allocated as
follows:

(1) The adm1ni8trative expen888 of the
dean's croce of each college and school must
be allocated to the academic deputments
withiD that college or school on tbe mod1f1ed
total cost basis.

(2) The adm1n1stratlve expenses of each
academic department. and the department's
share of the expellll8Balloca.ted in subsection
(1)must be allocated to the appropriate tunc-
tiona of the department on the modifled
total cost bas1s.

7. Sponsored ProjecU Administration

a. The eXJlIlIIIlesunder this heading are lim-
Ited to those incurred by a separate organJ-
zation(s) estab11Bhedprimarily to adm1n!ster
sponsored projects, Including such fUnctiOIlS
as grant and contract admiWstratlon (Fed-
eral and non-Federal), 8JlIlcialsecurity, pur-
cha&ng, personnel, &dm1nistration, and edit-
ing and publillhlng of resea.rcb and other re-
ports. They Include the sa.la.riesand expenses
of the bead of such organization. aeslstants,

PI. 200, App. 11/

and immediate staff, together with the sala-
ries and expellSes of personnel engaged in
supporting activities maJ.ntained by the or-
ganlution, such as stock rooms, print shope,
and the like. Th1e category aleo includes an
allocable Bha.reof fringe benefit costs, gen-
eral .administration and gBDeral expenses,
operation and maintenance exp8D1lll6,and de-
preciation. Appropriate adjustments will be
made for services provided to other tunctions
or orean1zations.

b. In the absence of the alternatives pro-
vided for In Section A.2.d, the expeneel! in-
cluded in thll! categOry must be allocated to
the major functions of the institut10n under
••••hlch the sponsored projects are conducted
on the basis of the modlfled total cost of
SPOIlSOredprojecte.

c. An appropriate adjustment must be
made to eliminate any duplicate charges to
Federal awards when this category includes
slmilar or identical activities as th ose In-
cluded in the 8'eneral admlwstratlon and
general 8xpellSe category or other indirect
(F&A) cost itelDll, I!uch &8accounting, pro-
curement, or personnel adm1n1Btration.

8. UbraTll Expense!

a. The expenses under this heading are
thoee that have been 1ncurred for the oper-
ation of the library, Including the cost of
books and library materials purcbased tor
the library. leas any items of library Income
that Qualify as applicable cradtts under
1200.406Appllcab1e credits. The libra.ry ex-
pense category should al.eoInclude the fringe
benefits appllcable to the salariee and wages
included therein, an appropriate share of
general adm1niatrat1on and general expense,
operation and malnten&Dce expense, and de-
preciation. Costs incurred in the parchases
of rare books (museum-type books) with no
value to Federal a••••a.rds should not be allo-
cated to them.

b. In the absence of the alternatives pro-
vided for in Section A.2.d, the expenses in-
cluded in thia cate¥ory must, be allocated
first on the basis of primary categories of
ueers. including students. professional em-
ployees, and other neers.

(1) The student category must consist of
full-time equivalent etudents enrolled at the
institution. regardless of whether they eam
credits toward a degree or certlftca.te.

(2) The professional employee category
must conslBt of all faculty members and
other professional employees of the instJ.tu-
tton, on a Cull-time equivalent basis. This
category may a1110include poet-doctorate
fellcws and graduate students.

(8) The other users category must constat
of a rea.sonable factor as determined by insti-
tutional records to account for all other
uaers of library fa.cUities.

c. Amount allocated in paragraph b 01 this
section must be 8SslgDedfurther as follows:
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(1) The amount in the student category
must be aasleDed to the instruction function
of the institution.
(2) The amount in the prof_Ional em-

ployee category must be ass1gJled to the
major functlollll of the institution in propor-
tion to the salaries and wages of all faculty
membera and other prof_lonal employees
applIcable to those functiollll.
(8) The amount in the other users category

must be as&igned to the other 1IIlltitutional
activities function of the institution. .

9. Student AdmfnlstTation alld SeTvicu

a. The expellll8Bunder this head1Dg are
those that have been incurred for the admIn-
!etratio!l of student affairs and for serviC88
to students, includ.l.ngexpenses of suoh ac-
tivities as deanll of studente, admi88lons, reg-
istrar, cOUllllellngand placement services,
student advisers, student health and infir-
mary services, catalOtrB, and commence-
mente and convOcations. The ealaries of
members of the academic staff whose respon-
slbllltiee to the institution require a4minls-
trative work that benefits sponsored projecte
may also be included to the extent that the
portion charged to student adm1nIstratiOD is
deterriuned in accorda.nce with Subpart E-
Cost Principles of tb1e Part. Th1/I expense
category alIlo includes the fringe benefit
costs appl10able to the ealaries and wages In-
cluded therein. an appropriate eha.re of gen-
eral adm1nistrAtion and general expenses,
operation and maintenance, interest ex-
pense, and depreciation.
b. In the abeence 01 the alterna.tive8 pro-

vided for in Section A.2.d, the expenses in
this category must be Allocated to the in-
struction function, and subsequently to Fed-
eral awards in that funot1on.

10. Off.et fur Indirect (F8lA) &peme. 0thEr-
wi8e PrO'Dided fur by the Federal Gowrn-
ment

a. The lteUlll to be accumulated under this
headiDg are the reimbursements and otber
payments from the Federal Government
whlob are made to the inetitution to support
solely. specifically, and directly, in whole or
in part, any of the s.dmin1Btrative or service
activities de8Cl"lbedIn subsections 2 through
9.
b. The items in this group must be trea.ted

s.e a credit to the affected individual indirect
(F&.A)cost category before that category is
allocated to beneftttlng functions.

O. DETKlWJNATION .uro ApPLICATlONOF
INDIRECT(F&A)COST RATE ORRATES

1. Indirect (F&A) CO$t Pool$

a. (1) Subjeot to subsection b, the separate
categories of Indirect (F&A) coste s.llocated
to each major function of too IDSt1tution as
prescribed in para.gra.pbB of. this paragraph

2 CFRCh. II 0-1-15 EdtIon)

C.l Ident1f1cation and aeslgnment of indirect
(F&.A)costs, must be aggregated and treated
lI.8 a common pool for that function. The
amount in each pool must be divided by the
distI1bution base deacribed in suheeCtiOD2 to
a.rrive at a e1ngle indirect (F&.A)coat rate for
each function.
(2) The rate for each function 18 I188dto

distribute Indirect (F&A) coste to individual
Federal awards of that fonct1on. Since a
common pool is establiBhed for each major
function of the InBtltution, a separate indi-
rect (F&.A)coet rate would be eetabliabed for
es.obof the major funOtiOIllldescribed in Sec-
tlon A.l under which Federal awards are car-
ried out.
(S) E&ob institution's indirect (F&A) cost

rate proceSBmuet be appropriately deatgned
to ensurs that Federal sponsors do not In
any way Bubeldise the indirect (F&A) costs of
other sponsors, specifically activities apon-
sered by indwstry and foreign governments.
Aooordingly, each allocation method I188dto
identifY and allocate the indirect (F&.A)cost
pools, &sdescribed in Seetlons A.2. Criteria
for d:1Btr1bution,and B.2 through B.9, muet
contain the full amount of the Instltutlon'e
modif1ed total costs or other appropriate
units of meaaorement used to ma.ke ths com-
putatiODll. In addition, the final rate d1s-
tributiOD baee (lUI defined in subsection 2) Cor
eaob major function (organised research, in-
strnctaon, etc., as described in Section A.I.
Major funotions of an Institution) muet con-
tain all the programs or activities whlob uti-
lize the Indirect (F&.A) costs alloca.ted to
that major function. At the time an indirect
(F&.A)cost proposal is 5ubmItted to a cog-
nizant agency for indirect COllte,ea.ob insti-
tution muet des.cr1bethe proceSBIt ueee to
ensure that Federal funds are not llSed to
sub81d1se industry and foreleD government
funded programs.
b. In some Instanoes a single rate bs.a1stor

uae &Cl'OllIIthe board on all work within a
major function at an institution may not be
a.ppropr1s.te. A single rate for research, for
example, might not take into a.ccount those
different environmental factors and other
conditions whlob may affect llUbetantially
the indirect (F&A) coste appl1cs.bleto a par-
ticular segment oC re8eanlb at the 1IIlltltu-
tlon. A particular segment of research may
be thAt performed under a single sponsored
&«l'Bement or it may consist of resea.rcb
under a group of Federal awards performed
in a common environment. The environ-
mental factors are not l1m1ted to the phye-
ical location of the work. Other Important
factors are the level of the a4m1n1stratlve
support required, the nature of the lac1l1ties
or other resources employed, the scientific
disciplines or technical BlnHs involved, the
organimtlonal arrangemente used, or any
combination thereof. If a particular segment
of a sponsored ai!"eement is performed With-
in an environment wbiob appears to generate
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a aignificantly different. level of indirect
(F&A) costs, prOv181ODBBboald be ma.de for a
separate indirect. (J'&A) coat pool applicable
to BUchwork. The separate indirect (FkA)
coat pool sbould be developed dur1J1gUle reg-
ular course of the rate determination process
and the separate indirect (FkA) cost rate re-
sulting therefrom Bbould be utU1zed; pro-
vided it Is determined that (1) such indirect
(F&A) C08t rate d1fIen; Bign11lcaotJy from
that wb1ch would have been obt&1nedunder
subsection •., and (2) the volume of work to
wblch such ra.te would •.pply is material in
relation to other Federal awardll •.t the inlltl-
tutton,

2. The DistrWution Ba8i8

lndirect (F&A) com must be d18tributed to
applicable Federal awards and other beneJlt-
ting a.ct1vities within eacb major Cunction
(see section A.1, Major tunctiOJl8 of an inllti-
tutdon) on the ba.a1sof moC!11ledtotal direct
com (MTDC), consisting of all aalariea and
wages, fringe benefits, mater1als and BU~
pllee, eervices, travel, and up to the first
125,000 oC each suba.ward (regardless of the
period covered by the Buba.ward).MTDC 18
defined 1lI1200.68 Mod1ftedTotal Direct Cost
(MTDC).For this purpose, an indirect (F&A)
cost rate Bbould be determined Cor each of
the separate 1lIdtrect (J'&A) cost pools devel-
oped pursua.nt to subsection 1. The rate in
each case should be stated &6the percentage
wblch the amount oCthe particular Indirect
(F&A) cost pool 18of the modifled total di-
reot costs Ident1fled with such pool.

3. Nefiotiated Lump Sum lor ln4irect (F"A)
Costs

A negotia.ted tJ.xed&mount 1lI ileu of indi-
rect (F&A) costs may be appropriate Cor seU-
cont&1ned, off-campus, or pr1mar11y subcon-
tracted activities wbere the benefits derived
from an inlltitution'B indirect (F&A) eervtces
cannot be rea.dlly determined. Such nego-
tiated 1lIdirect (F&A)costa will be treated as
an offset before allocatlOD to llIBtruction, or-
ga.n.lzedresearch, other apODBOredactivities,
and other inBtltutlonal a.otivities. The base
on wb1ch such remaining expenses are allo-
cated should be appropriately a.djusted.

4. Predetermined 1la.tesfor IndiTect (F"A) cosu
Publlo Law 8'1...Q8 ('6 Stat. 43'1)&8amended

en U.S.C.• 7(8) author1zeB the use of pre-
determ1ned ra.tea 1lI deterrn1ll1ng the "1lIdi-
rect costs" (indirect (F&A) coeta) applicable
under researob agreements with educational
Institutions. The stated objectives of the law
are to Simplify the a.dm1n1etratlon of cost-
type research and development CODtracte(1lI-
eluding grants) with educational inBtltu-
tfons, to Cacil1tate the preparation of their
budgets, and to permtt .more expeditious
elosaout, of such contra.ots wben the work is
completed. In view oC the potential advan-
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taBes offered by this procedure, negotia.tion
of predetermined rstee for 1lId1rect (F&A)
coste for a period of two to four YBarsBbould
be the norm in those situations wbere the
cost experienoe ILDdother pertinent faote
avaUable are deemed euf1lclent to enable the
p&rties involved to reach ILDinformed judg-
ment a.s to the probable level of 1lId1rect
(F&A) costs during the ensuing a.ccounting
periods.

5. Negotiated Ji'lre4 1la.te8 ana CaT1l/-Forwara
ProvUions

When a fi:.l:edrate is negotiated 1lIa.dvance
for a fiscal year (or other time period), tbe
over- or under-recovery for that year may be
1ncluded &6 an adjustment to the indirect
(F&A) C08t for tbe next rate negotla.t1on.
When the ra.te is negotiated before the carry-
forward adjustment Is determined, the carry-
forward amount may be •.ppiled to the next
8ubBequent ra.te nBgotia.tion. When such ad-
justments are to be made, eacb 1lxed rate ne-
gotiated in advance Cor a.pvsn period will be
computed by applying the e.xpected 1nd1rect
(F&A) costs allooable to Federal awards Cor
the Corecast period plus or minus the carry-
Corwardadjustment (over- or under-recovery)
from the prior period, to the forecast dis-
tribution base. Unrecovered &.mounte under
Iump-anm agreements Ol'cost-Bharing prov1-
BiOllBof prior yeare must not be carried for-
ward ror con8Jdera.tiOD1lIthe new rate nego-
tiatJon. Tbere must, however, be an a.dvance
understanding 1n eaob C&Bebetween the in-
StitUtiODand the cogniu,nt agency for indi-
rect costs &8 to wbether these differences
will be consldered In the r•.te negotia.tion
rather tha.n IIlUIJI8' the determination alter
the differences are knOWll.Further, inlltitu-
tioDS electing to use this CB.lTY-Corwardpro-
villiODmay not subseQuently change without
prior a.pproval or the oogn1za.nt &.g8ncyfor
indirect coste. In the event that an inlltitu-
tion returns \0 a ]108t-determ1ned rate, any
over- or under-recovery during the period in
wblcb negotiated fixed rates and carry-Cor-
ward prov18lon8 were followed will be in-
cluded 1lI the subsequent post-determined
rates. Where multiple rates are used, the
same procedure will be applicable Cordeter-
m1n1ngeach rate.

6. Provisional an4 Flw.al Rates for Indirect
(F"A) COlt.!

Where the cogD1zant agency for Indirect
oosts determines that cost experience a.nd
other pertinBDt facte do' not juat1fy the use
of predetermined rates, or a tJ.xed rate with
a cB.lTY-forward, or If the pa.rtl.ee cannot
agree on an equitable rate, & provisional rate
must be establ1ahed. To prevent 8UbBtantlal
overpayment or underpa.yment, the provi-
sional rate may be adjusted by the cogn1u.nt
B.&'encyfor Indirect costs during the institll-
tlon's flee&! year. Predetermined or fixed
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rates may replace provl61onal rates at any
time prior to the close of the 1Ilstitution's
fiBC&lyear. If & provisional rate 18 not re-
pla.oedby a predetermined or fixed rate prior
to the end of the 1Jl8titution's ftscal year. a
fin&lrate will be eetabli8hed &ndupward or
dOWDw&rdadjustments will be ma.4eballed on
the e.ctu&lallow&ble coet8 incurred for the
pertod involved.

1. Fized Rates fM the Life of tile SpmuoTed
Agreement

~cept a.e provided in pa.ragraph (e)(l) of
13JO.414 Indirect (F&A) coste. Federal agen-
cies must use the negoti&ted rates, must
paragraph (b)(l) for indirect (F&A) costs in
effect &t the time of the initiAl aW&rd
throughout the Ufe of the Federal award.
Aw&rdlevels for Federal awa.rd8may not be
adjusted in fIlture years a.e a result of
cha.ng'ee in negotiAted rates. "Negotiated
rates" per the rats agreement include final.
fixed, and predetermined rates and exclude
provisioD&lrates, "LIfe" for the purpose of
this eubsectton means ea.ch competitive Beg-
ment of a project. A competitive segment Is
a period of ye&rll approved by the Federal
awarding agency &t the time or the Federal
award. If negotiated rate agreements do not
extend through the l1fe of the Federal award
at the time of the init1&l award, then the ne-
gotiated rate for the l&lltyear of the FederaJ.
award must be extended through the end of
the l1feof the Federal award.
b. Except a.e provided in §3JO.414 Ind1rBCt

(F&A)costs, when an educatloD&linstitution
does not have a negotiated rate with the
Federal Government at the time of an award
(becau8e the educational 1Ilstitutlon 18a new
recipIent or the pa.rt1ee C&DD.otreaell agree-
ment on a rate), the proviB1onal rate used at
the time of the award must be a.djuated once
a r&te 111negotl&ted and ApprOVedby the cos-
n1zaDtagency tor Indirect 008tB.

8. Limitation on Reimbursement of
Administrative CosU

a. Notwithstanding the provisions of sub-
eection C.I.a. the admin18trative costs
charged to Federal awards awarded or
amended (including continuation Il.JId re-
newal awards) with effective dates begin.niDg
on or after the start of the institution's llrst
1lBC&lyear which begins on or after Ootober
I, 1991,must. be lImited to 26% of moditied
total direct coste (a.edefined in subseCtion 2)
for the total of General Adminietr&tion and
General Expenses, Deputmental AdmIn18-
tr&tion, Sponsored Projecte Adm1n1etra.tlon,
and Student Adm1n18tra.tion and Services
(including their alloca.ble share of deprecia-
tion, Interest ooste, operation and mainte-
nance expenses, and friDge benefite coste, as
provided by Section B, Identification and as-
signment of indirect (F&A) costs, and all
other tytleS of expenditures not listed spe-

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

c11lcally UDderone of the subca.tegories of fa.-
cilities In Section B.
b. Institutions should not change thB1r ac-

counting or cost allocation methodS if the ef-
fect 18to chaJlBethe cbarg1ng of a partl.cula.r
type or cost from F&A to direct, or to reclas-
sify coste, or increase allocations crom the
administrAtive pools identified in paragraph
B.1 of th1e Appendix to the other F&A cost
pools or fringe benefite. Cognizant agencies
for 1Ddirect cost are authorized to allow
changes where an institution's cha.rg1ng
practices are at variance with acceptable
practioes followed by a subeta.nt1&lmajority
of other institutions.

9. Altematioo Met1wtl fM Administrative Costs

a. Notwithsta.nding the prov18lons of sub-
section C.l.a, Il.JIinstitution may elect to
claim a fixed allowance for the "Admln1s-
tr&tion" portion of 1Dd1rect(F&A)costa. The
allowance could be either ~4% of modified
total direct COBb!or a percentage equal to
95'1'. of the most recently negotiated fixed or
predetermined rate for the cost pools in-
cluded under "Administration" as dellned in
Section B.I, whtellever ls 1_. Under this al-
ternative, no cost proposal need be prepared
for the "Administr&tion" portion of the indi-
rect (F&A)cost rate nor l.afurther ldllDt11lca-
tlon or documentation of these ooeta re-
quired (lISesubsection c). Where a negotiated
indirect (FkA) cost &«I'8ement includes this
alternative, an institution must mue no
further charges for the ezpenditure cat-
egories deecr1bed in Section B.6, General ad-
min1stn.tion and general expenses, Section
B.6, Departmental &dm1n1stration B%pBDSBB,
Section B.7, Bponaored projects adnl1n1stn.-
tlon, and Section B.9, Student adnl1n1stra.-
tion and services.
b. IJl nBgot1a.tloDBof rates for subBequent

periods, an institution that ha.e elected the
option of subllSCt10n&may continue to exer-
c1eeIt at the same rate without fUrther Iden-
tification or documentation of coste.
c. If an inetitution elects to a.ccept a

threshold rate as dellned in subeectdon a of
thi8 section, It is not required to perform a
detailed analyais of itB adm1n1etratlve costs.
However, in order to compute the facilIties
componente of ite Ind1rBCt(F&A) cost rate,
the 1Ilstitution moat reconcile its 1nd1rect
(F&A) cost proposal to lte 1lna.nc1&lstate-
menta and make appropriate &djuatments
and reclaaaifications to Identify the oosts of
each major function as detlned in Section
A.1, as well as to identify and allocate the fa-
cilities componenu. Adm1n1strative costa
that are not Ident1f1edas such by the 1Jl8t1-
tution's accounting system (such as thOIlSin-
curred in academic departments) will be
cla.Ba1f1edas 1nstnlctlonal coets for purposes
of rsconclling indirect (F&A) cost proposals
to financial stetements and allocating CacUl-
USBcosts.
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10. Individual Rate Ccnnpounts

In order to prov1de mutually ll€Teed-upon
information for management purposes, ea.cb
ind1rect (F&A) cost rate negotiation or de-
tenn1nation must include development of a
rate for each indirect (F&A)cost pool as well
as the overall indirect (F&A)coat rate.

11. Negotiation and Approval oj Jn4lrlU!t (Fd:A)
Rate

a. Cognlzant agency for indirect coets 1s
de11nedin Subpa.rt A-Acronyms and De1l.ni-
tiona.
(1) COI3tnegotiation cognlzance 18&88igned

to the Department of Health and Human
Services (HHS) or the Departmeat of De-
remle's Omoe of NanJ. Reaaarcli (DOD),nor-
mally depending on which of the two agen-
ciee (HHS or DOD) provides more funds to
the educational institution for the most re-
cent three years. Information on funding
must be derived from relevant data gathered
by the National Science Foundation. In cases
where neither HHS nor DOD provides Fed-
eral funding to an educational 1netitu tion,
the cognizant agency for indirect OOl3te&6-
signment must default to HHS. NotWith-
standing the method for cognizance deter-
mination described in this sectJ.on, other ar-
rangements for cognlza.nce of a pa.rt1cula.r
educational institution DULyalao be based in
part on the types of reaearch performed at
the educational institution a.nd must be de-
cided based on mutual agreement between
HHS and DOD. Where a non·Federal entity
only receivl!l!funds &8 a subrecip1ent, 1200.831
Requirements for pa.ee--throughent1ties.
(2)Attar cognizance 188lltabl1Bhed,it must

continue for a tlve-yea.r period.
b. Acceptance of 1'lI.tes.See 1200.414 Indi-

rect (F&A)costll.
c. Correcting detlciencie8. The cognizant

agency for indirect costs must negotiate
changes needed to correct sntems den-
ciencies relating to acoountability for Fed·
eral awards. Cognizant agenci8l! for indirect
costs must addrll/lSthe concerns of other af-
fected agencies, .as appropriate, and must ne-
gotiate special rates for Federal agencies
that are required to l1mit recovery of indi-
rect coats by statute.
d. Resolving questioned costs. The cog-

D1zant agency for indirect costll must eon-
duct any neceeeary negotiations with an edu-
cational institution regarding amounte Ques·
tioned by audit that are due the Fedeml
Government related to costs covered by a ne-
gotiated agreement.
e. Reimbursement. Relmbursement to cog-

D1zant agenciBBfor indirect coste for work
performed under this Part may be made by
reimburaement blll1ng under the Economy
Act. 31 U.S.C. 1535.
f. Procedure for establishing facilities and

adm1D1strative rates must be establ1shed by
one of the following methods:

pt, 200, App. III

(1) Formal negotiation. The cognir.a.nt
agency for indirect coste is responeible for
negotiating and approving rates for an edu-
cational institution on behalf of all Federal
agenciBB.Fedsral awarding agencies that do
not have cognizance for indirect costs. must
notifY the oognizant agency for indirect
coste of specific concerns (1.e.• a need to es-
tablish special coet 1'lI.teB)which could affect
the negotiation Jl('OCBBB. The cogn1za.ntagen-
cy for indirect costll must addrells the con-
cerns of all interested agencies, as appro·
priate. A pre-negotiation oonference may be
echedu1ed among all interested agsnciea. if
neC88ll&l"Y.The oogntzant agency for indirect
costs must then arrange a negotiation con-
ference with the educationai institution.
(2)Other tha.n formal negotiation. The cog-

nizant agency for indirect coste a.nd edu-
cationslinst1tution may reach an agreement
on rates without a formal negotiat1on con-
ference; for example, throogh correspcnd-
ence or use of the eimpl1f1ed method de-
scribed in this section D of this Appendix.
g. Formalizing determtnatacns and ll€T8e·

menta, The cognlza.nt agenoy for indirect
costs must formaJize all determinations or
agreements reached with an educational In-
stitution and provide copies to othsr agen-
cies having an interBBt. Determ1na.t10ne
Bhould include a description of any adjust·
mente, the actual amount, beth dollar and
percentage adjusted, anll.the reason for mak-
ing adju.stmentll.
h. Disputes and disagreemente. Where the

cognizant agency for indirect costs 18unable
to reach agreement with a.n educational in-
stitution with regard to rates or aud1t reso-
lution, the appeal system of the cogn1sa.nt
agency for indirect costs must be followed
for resolution of the disagreement.

'12. Standard Format jor Submwion

For tac1lities and administrat1ve (indirect
(F&A» rats proposals, educational institu-
tions mDBt use the standard format, Bhown
in section E of this appendix, to submit their
indirect (F&A) rate proposal to the cog·
nimnt agency for indirect costa. The cog-
nizant agency for indirect costs may, on an
institution·by·institution basts, grant excep-
tions from all or portions of Part IT of the
standard format requirement. This require-
ment does not apply to educational institu·
ttons that use the simpl1f1edmethod for cal·
culating indirect (F&A)rates, as described in
Section D oC this AppendU:.
As provided in section C.I0 of thiB appen·

dix, each F&A cost rate negotiation or deter-
mination must include development or a.rate
for ea.cbF&A cost ))001 as well as the overall
F&Arate.
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D. SIMPLIJ'IBD MBTHOD FOR SMALL
INI!TlTU'l'IONS

1. GelU!Tc/

a. Wbere the toW direct COlltof work cov-
ered by tlW! Part at an inlltitutlon does not
exceed $10 mUllan In a fiScal year, tbe e1m-
pllfied procedure described in 8UbeeCtions 2
or S may be used in determlD1D8'allowable
indirect (F&A) coats. Under th1a a1mplifled
procedure, tbe 1nBt1tution's most recent an-
DIal financial report and Immediately avail-
able supporting information must be utilized
as a basis for determiDillg the indirect (F&A)
cost rate applicable to all Federal awa.rdB.
The 1nBtitution may use eitber tbe Il&larlea
and w&,gea(see Bubsection 2) OT modifled
toW direct costs (see subsection S) as the
distribution ba.81s.
b. The e1mplIDed procedure sbould not be

used wbere It produces results which appear
inequitable to tbe Federal Government or
the Institution. In any sucn case, indirect
(F&A) costs should be determined throOS'h
ll8e of the regular procedure.

2. Slmplffled ProceduTe-SalaTiu and Wages
Base

a. Establ1sh the total amount of ea.la.ries
and w&,geepaid to all employees of the inlltl-
tution.
b. Establ1ah an Indirect (F&A) cost pool

consletlng of tbe expenditures (ellcluslve of
capital items and. other costs Bpeciflcaliy
identified &8 unallowa.ble) whlob customarily
are claBBified under tbe following titles or
tbelr equivalents:
(1) General a.dm1n1etration and general ex-

Jl8IllI8ll (exclusive of coats of student aclmlnl&-
tration and aervioeB, student ~tIVitlee, stu-
dent aid, and scbola.rahlps).
(2) Operation and maintenance of pbyslca.l

plant and depreciation (a.ft.erappropriate &d-
justment for costs applicable to other 1nBtI-
tutlonal ~t1Vi ties).
(3) Library.
(4) Department a.dmin18tratlon expenses,

wbich will be computed &8 20 percent of tbe
salaries and expenses of deans and heads of
departments.
In those cs.aes where expenditUres claas1-

fied under Bubsection (1) have preVioualy
been allOCAtedto otber inlltitutlonal actiVi-
ties, tbey may be Included in the Indirect
(F&A) cost pool. The total amount of BILla.-
ries and wa,gesincluded in the Indirect (F&A)
cost pool must be separately ident1fled.
c. EBtabllah a salary and wa,ged18tr1butlon

base, detenn1ned by deducting from tbe total
of salaries and wa,gee as establ1shed In sub-
section a from the amount of sal&r1es and
wa,gesincluded under subaectdon b.
d. Establ1sh the Indirect (F&A) coat rate,

determined by dividing the amount In the In-
direct (F&A) cost pool, subsection b, by the

2 CFRCh. II (H-15 EdiHon)

amount of the distribution base, subaection
c.
e. Apply the indirect (F&A) oost rate to di-

rect sal&r1esand w&,gesfor individual agree-
ments to determine the amount of indirect
(F&A) coste allocable to suob agreements.

3. Simplfffed Procedur_Modified Total Direct
Coat Base

B. Establ16b the total costs Incurred by the
1lllltitotion for the base period.
b. Esta.bl1ah an lnd1rect (F&A) cost pool

cona1Bt1ngof tbe expenditures (exclusive of
capital items and other coste spec1flC&lly
identified &8 unallowable) whlob oustomarily
are cla8B1fledunder the following titles or
tbelr equivalents:
(1) General adm1n1Btration and general ex-

peDlle8(exclusive of costs of etudent adm1n1&-
tration and services, student a.ctiVitle8, stu-
dent aid. and scbol&rahips).
(2) Operation and maintenance of physical

plant and depreciation (after appropriate ad-
lustment for costs applicable to otber Instd-
tutional activities).
(3) Library.
(4) Department adm1n1stratlon expenses,

whlob will be computed as 20 percent of tbe
wartea and expen.BeBof de&ns and he&ds of
departments. In those cases where expendi-
tures olaaslfted under Bubsection (1) have
preViously been allocated to other ln8t1tu-
tional activities, tbey may be Included in the
indirect (F&A) cost pool. The mod1fled total
direct coste amount Included in tbe indirect
(F&A) cost pool must be sepaJ'l.tely identl-
fled.
c. Establ1l1h a mod1fted total direct cost

distr1butl.on base, as defined In Section C.2,
The distribution b&s1s, that cona1ste of all
1nBtitution's direct fnnctions.
d. Establlah tbe indirect (F&A) cost rate,

determined by diViding tbe amount in tbe in-
direct (F&A) cost pool, subsection b, by tbe
smount of the distribution base, subsection
c.
e. Apply the Indirect (F&A) cost rate to

the mod1fl.edtotal direct costs for individual
agreements to determine tbe amount of indi-
rect (F&A) costs allocable to suob agree-
ments.

E. DoolJ)IENTATIONREQllIRBMBNTS

The etandard forma.t for documentation re-
quirements CorIndirect (indirect (F&A» rate
proposa.lB for cla.im1Dgcosts under tbe reg-
ular method 18 ava1lable on the OMB Web
site here: http://lDww.whluhouse.goviombl
gronuJomu.

F. CERTIFICATION

1. Certljlcati01l of Charges

To a.8IlW'8 that expenditures for FederaJ
awa.rdB a.re proper and in accordance witb
the agreement documents and approved
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project budgets, the annua.l and/or flDal fle-
oal reports or vouchere requeet1ng payment
under the agreements will Include a cert11l-
cation, signed by an authorized oftldal of
the unlverstty, which reads "By algniDg th1.6
report. I certify to the beet of my knowledge
and belief that the report is true, complete,
and accurate, and the expenditures, disburse-
ments and oash receipts a.re for the purposes
and Intent set forth In the award documents.
I am aware that any false, fictitious. or
fraudulent infonnatlon, or the omlB810nof
any mater1a1 tact. may subject me to crimi-
nal, civil or adm1n18tratlve penalties for
fraud. falae Btatements. talaB claims or oth-
erwise. (U.S. Code, TItle 18, Seotlon 1001 and
Title 31, Sections ll'l294'133 and 3801~12)".

2. CertificatIon of l1UliTect (F8lA) CosU

a. PolicJl. Cognizant agencle6 must not ac-
cept a propoeed Indlreot OO8t rats unless
BUchcoats have been certified by the edu-
cational institution us1Dg the Certlficats of
indirect (F&A) Costs Bet forth In subsect10n
F .2.c
b. The aertlfloate must be signed on behalf

oC the institution by the chief finanoial offi-
'cer or an individual designated by an indi-
vidual at a level no lower than vice president
or chief flnanolal offioer.
An Indtreot (F&A) cost rate Ie not binding

upon the Federal Government if the most re-
cent required proposal from the institution
has not been certtned. Where It Is necesaary
to establish indirect (F&A) cost rates, and
the institution has not Bubmltted a oertlfled
proposal cor establ1sbJng BUchrates In ac-
oordanoe with the requirements of this "sec-
tion, the Federal Government must unilater-
ally establ1sh such rates. Such rates may be
baaed upon audited historical data or BUch
other data that have been f1ll'Dlahedto the
cognizant agency Cor Indireot coats and for
which It can be demonstrated that all unal-
lowable costs have been excluded. When indi-
rect (F&A) coat rates are unilaterally estab-
lished by the Federal Government because of
tallurs of the inltltution to Bubmlt a cer-
tilled proposal cor establ1sh1ng BUchrates In
acoordance with this section, the rates es-
tablished will be set at a level low enough to
ensure that potentially unallowable costs
wlll not be reimbursed.
c. Certificate. The oertitlcate required by

th18eectlon must be in the following form:

CKRTInCATB OF INDIRECT (F&A) COBT8
This 1.6to certify that to the best of my

Irnowledge and belief:
(1) I have reviewed the Indirect (F&A) cost

proposal submitted herewith;
(2)All costs Included In thle proposal [Iden-

tify date] to establish bIDing or fIna.l indi-
rect (F&Al costs rate for [identify period
covered by rats] are allowable in accordance
with tbe requirements of the Federa.l agree-

pt, 200. App. IV

ment(s) to which they apply and with the
cost prlnc1ples applicable to those agree-
ments.
(3) Th1aproposal does not include any costs

which are unallowable under applicable OO8t
principles nCh 88 (without llm1tat1on): pub-
lic relations coets, oontrlbutions and dona-
tions, entertainment costs, finBS and pen-
alties, lobbying oosts, and defense of fraud
proceedings; and
(4) All coste included in this proposal are

properly allocable to Federal agreements on
'the baIll! of a beneflc1a1 or caull&l relatlon-
sb1p between the BllpensellIncurred and the
agreements to which they are allocated In
accordance with applicable requirements.
I ~eclare that t.1:Ieforegoing Is true and cor-
rect.

Institution of IDgber Education:
Signature: _
Name of Official:
Title:
Date of Execution:
[78 FR 78608, Dec. 26, 2013, ae amended at 79
FR 75888,Dec. 19, 2014]

APPENDIX IV TO PART 200--INDIRECT
(F&A) COSTS IDENTIFICATIONAl'ID
ASSIGNMENT,ANDRATE DBTIilRMINA.-
TION FOR NONPROFIT ORGAl'IIZA-
TIONS

A.GENERAL
1. Indirect costs are those that have been

Incurred for common or joint objeCtives and
cannot be rea.d1ly Identifted with a par-
tioular fIna.l oost objective. DireCt cost of
minor amounts may be treated &IIindirect
coets under the conditions described in
1200.413 Direct coste paragraph (d) of this
PArt. ,After direct coets have been deter-
mined and ue1gned dtreotly to awards or
other work a.s appropriate, Indirect costs are
those remaining to be allocated to benefit-
ting oost objectives. A cost may not be allo-
cated to a Federal award as an indirect oost
If any other cost inourred for the eame pur-
pose, in llke c1rcUJlUltances,has been as-
signed to a Federal award as a direct cost.
"Major nonprofit orga.n1zatlODJI"are de-

ClnedIn 1200.414 Indirect (F&A) costs. See in-
direct cost ra.te reporting requirements in
sections B.2.e and B.I.g of this Appendix.

B. ALLoCATION OF INDIRECT COSTS AllD
DE'l'ERMINATION OFINDIRECT COST RATBS

1. General

a. If a nonprofit organ1za.t1onhas only one
major functIon, or where all its major rune-
tlOD!!benefit trom it! indireot coste to ap-
proximately the sarne degree, the allocation
of indirect costs and the computation of an
indirect COBt rate may be aocompltshed
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through simplified allocation procedures, u
described In section B.2 of this Appendix.

b. If an organization ba.s several major
functione wbich beDefit from 1ts Indirect
coste in varying degreee, allocation of indi-
rect costs may require the accumulation of
such costs Into separate cost groupings
whicb then are allocated individually to ben-
efitting functione by means of a base whiob
best measnres the relative degree of benefit.
The indtrect costs alloot.ted to each function
are then d1etrlboted to individual Federal
awards &Ddother aotivitieB Inoluded in that
function by means of 8.11 Indirect COBt raters).

c. The determination of wbat constitutes
an orga.n1za.tion's major functions will de-
pend on Its purpose In being; the types of
servicee it renders to the public, 1t1!cl1ents.
and its members; and the amount of effort it
devotes to such activities as fundratstng,
public information and membership activ1-
ties.

d. Spec1flcmsthods for allocating indirect
costs and computing Indirect cost rates
along wltb the conditione under which each
method should be used are described In sec-
tion B.2 througb B.li of this Appendix.

e. The baBeperiod for tbe allocation of in-
direct coste Is the period in which such coets
are inourred and accumulated for allocation
to work performed in that period. The bue
pertod normally should coincide 'If1ththe or-
ganization'S f1scal year but, in any event,
must be so selected as to avoid inequities in
the allocation of the costs.

2. Simplified Allocation Method

a. Where a.norganization's major functions
benefit from Its inC11rectcosts to a.pproxi-
mately the same degree, the allocation of In-
direct oosts may be accomplished by (1)sepa-
ra.ttng the organization's total costs for the
base period u either direct or indirect, a.nd
(11) dividing the total allowable Indirect
costs (net of applicable credits) by a.n equi-
table distribution baBe. Tbe result of this
process Ie an Indirect cost rate wblch Is used
to d1etribute Indirect costs to individual
Federal awarde. Tbe rate should be expressed
u the percentage which the total amount of
allowa.ble Indirect coste bea.rs to the base se-
lected. This method should also be used
where an orga.nization has only one major
function encompal!ll1ng a number of indi-
vidual projects or activities, and ma.y be
used where the level of Federal a.wa.rc1sto a.n
orga.nizatlon is relatively small.

b. Both the direct costs a.nd the indirect
costs must exclude capital expenditures and
una.llowable coets. However, una.llowable
costs which represent activities must be in-
cluded in the direct costs under the condi-
tions described In 1200.413 Direct costs, para-
8T&Ph (e) of thle Part.

c. The distribution base may be totsl di-
reet costs (excluding capital expenditures
and other distorting Items, such a.s Bub-

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

awarde for $25,000or more), direct aal&ries
and wages, or other base which results in an
equitable dletrlbution. The d1etrlbution base
must lIXcludeparticipant support costs 88 de-
fined In 1200.75Participant lIUpportcosts.

d. Except where a special raters) Ie re-
quired in accordance with section B.5 of thle
Appendix, the indirect cost rate developed
under the a.bove principles Ie applicable to
all Federal awa.rds of the orga.n1sation. If a.
special ra.te(s) Ie required, appropriate modt-
fica.tlODllmust be made In order to develop
the special ra.ts(s).

e. For a.n orga.nization that receives more
than 110m11lionin Federal funding of direct
costs in a f1ecalyear. a breakout of the indi-
rect cost component Into two broad cat-
egories, FaclUties a.nd Adm1n1etra.tion a.s de-
fined In IlIlCtionA.S of this Appendix, Ie re-
quired. The rate In each cue must be stated
as the percentage which the amount of the
particula.r indirect cost category (i.e., Facili-
ties or Administration) Is of the d1etrlbution
baBeIdentifted with that category.

3. MultiJ)le Allocation Base Method

a. General. Where a.n organization's indi-
rect costs benefit its major functions in
va.ry1ngdegrees, Indirect costs must be accu-
mulated into separate cost groupingS, as de-
scribed in subparagrapb b. Each grouping
must then be allooated Individually to bene-
fitting functions by means of a baBe which
best measures the relative benefits. The de-
fa.ult allocation ba.ees by cost pool are de-
scrtbed in IlIlCtionB.S.c of this Appendix.

b. Ident1f1catlon of Indirect coste. Cost
group1ngBmust be eetabl1ahed so as to per-
mit the alloca.tion of each grouping on tbs
baslE of benefits provided to the major func-
tions. Each grouping must conetltute a pool
of expenses that are of lilte character In
terms of functioJ18they benefit and In terms
of the alloC&tion base which bel!t meuuree
the relative benet1ts provided to each func-
tion. The ITOUpingsare clasa1fied within the
two broad categories: "FacIUties" and "Ad-
ministration," as described in seetdcn A.S of
this Appendix. The indirect cost pools are de-
fined 88 follows:

(1) Depreciation. The expenses under this
heading are the portion of the coetl! of the
organtzatlon's buildings, capital improve-
ments to land &Ddbuildings, and equipment
which a.re computed In accordance with
1200.486 DeprecIAtion.

(2) Interest. Interest on debt associated
with certa.ln buildings, equipment and cap-
Ital improvements are computed In accord-
ance with t 200.449 Interest.

(3) Operation and malntena.nce expenses.
The expenses under this beading are those
tha.t have been Incurred for the a.dm1nistra-
tlon, operation, maintenance, preserva.t1on,
and protection of the organ1sa.tion's physical
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plant. They include eapenees normally in-
curred for Buch Items as: janitorial and utU-
Ity services; repain and ord1Dary or normal
alteratione of bulld1nga, fnnI1ture and equip-
ment; care of grounds; ma.inteD&Dceand op-
eration of buUd1Dgaand other plant !&cill-
ties; seourlty; earthquake and di8&Bterpre-
pa.rednea8; environmental safety; ha.za.rdous
WlIBted1Bpoeal;property, llabWty and other
insurance relating to property; space and
capite! leas1ng; fac1lity planning And man-
agement; and oontral rscelv1Dg. The oper-
ation and rna1ntellADC8expeDI!eIlcategory
must also include Its allocable share of
frin&'ebenefit coats, depreciation. and 1Dter-
est coate.

(4) General administration and general ex-
pellll8B.The expeIl88llunder t.lIis heading are
thll8e th80tba ve been 1DclllTlldfor the overall
general Bl[8Cutiveand &dm1n1stratlve oMces
of the organ1za.tion e.nd other expenses of a
general DAtura which do not relate solely to
any major fanction of the orga.nization. ThiB
category muat alao include its allocable
share of friDge benefit ooats, opera.tion and
ma1utena.nce upeIIll8, depreciation, and in-
terest oosts. Examplea of this category In-
clude oentral OMC88,BUchas the director's
office, the office of f1Danoe, bWlin8llllserv-
Ices, budget and plannlng, personnel, sa.fety
and risk ma.nagement, general couneel, ma.n-
agement Information systema, and library
costs.

In developing We cost pool, epeela} care
should be exercised to ensure that coats In-
curred for the llIlJDepurpose In like cir-
cumstances a.re treated conliatently 88 ei-
ther direct or Indirect ooets. For example,
salariea of technical Btat'f, pro'ect supplies,
project poblication. telephone toll cba.rges,
computer costs, travel cost&, andspec1al1zed
IlerviCBacoete mUllt be treated as direct ccsts
wberever Ident111able to a pa.rticula.r pro-
gram. The sala.rl88 and wages of admin18tra-
ti ve and pooled clerical sta.tr should nor-
mally be treated as indirect costs. Direct
cbarg1ng of these ccats may be appropriate
as described In f200.UB Direct Coats. Items
such as cmce supplies, postage, local tele-
phone coats, period1calB and memberah1pe
should normally be trea.ted &I!Indirect costa.

c. Allocation bases. Actual conditions
mast be taken Into account In selecting the
base to be used in allocating the expenBBSIn
each grouping to benefitting f'uDctione. The
eaaential cOD&1deration1Dselecting a method
or a ba.se is that It 18the one best suited for
assigning the pool of costs to coat ob'ectivea
In accordance with beneflta derived; a trace-
able cause and effect relationsb1p; or logic
and reason, where neither the cause nor the
effect of the relationship is determinable.
When an allocation can be made by &B81.gn-
ment of a cost grouping directly to the func-
tion benefitted. the allocation must be made
In that ma.nner. When the expenses In a oost
grouping are more general in nature, the al-

pt, 200, App, IV

location must be made through the use of a
selected baBewhich produces results that are
eqn1table to botb the Federal Government
a.Ddthe organization. Tbe distribution must
be made in accordance with the bases de-
scribed bereln unI8llll it can be demonstrated
that the use of a d11Terentbase would result
in a more equitable allocation of the coats.
or that a more read11y 8ova1lablebase would
not Increase the coats charged to Federal
awarde. The result.! of 1lpec1a.lcoat studies
(such &I! an englDeer1ng utility study) must
not be used to determine and allocate the in-
d1reot ooete to Federal awarde.
(1) Depreciation. Deprec1&tion expenses

must, be allocated In the following manner:
(a) Depreclatlon on bD1ld1ngaused exclu-

sively in the ccnduct of a single function,
and on capital Improvements and equipment
used in such buUdlngs. must be &8lllgnedto
that function.

(b) Deprec1atioll on buUdinge used for more
than one functiOn, and on capital improve-
ments a.nd equipment used In such bu11d1J1gs,
must be allocated to the individual fanCtiODB
performed in each buUdlng on the ba.a1s of
usable equare feet of space, excluding com-
mon &reaS,such as hallways, stairWellS, and
rsatrooma.

(c) Depreciatioll on bulld1nga, capital im-
provements and equipment related space
(eg., 1Ddivldua.! rooms, and 'laboratories)
used jointly by mors than one fanctlon (as
determ1ned by the 11881'6of the space) must
be u-ted B.6 foilom. Tbe coat of each joint,.
ly used unit of space must be allocated to
the benefitt1n&"functions on the baB1.aof:

(i) the employees and other UIIBT8 on a tnIl-
time equivalent (FTE) baB1.aor sala.r18l!and
wages of those individual functiODSbenent,.
ting from the UBB oftbat space; or

(U) organization-wide employee FTEs or
aalar18l!80ndwages applicable to the benefit-
ting functioDS of the organtza.tiOIl.

(d) Depreciation on certain capital im-
provements to land, such as paved parking
areu, fences, 81dewalkB,and the Uke, not in-
cluded 1Dthe cost ofbuUd1Dga, must be allo-
cated to user categories 011 a FTE basis a.nd
distributed to major functions in proportion
to the ea1ariea and wages of all employees
appl1c8obleto the functione.

(2) Interest. InterBBt costs must be allo-
ca.ted 1Dthe same manner as the deprecl8o-
tion on the bu1ldings, equipment and caplt&l
equipment to Whillbthe Interest rel8otes.

(3) Operation and maintenance expenses.
Operation and ma.1ntenanoe expenBBs must
be e.llocated In the aame ma.nner &I! the de-
precia.tlon.

(4) General a.dm1nlstration a.nd general ex-
penses. General 8odminlBtratlon a.nd genera.!
expenaea must be allocated to benefitting
runcuoas based on modified total costa
(MTO).The MTC is the modified total direct
coats (MTDO), as deacrlbed in Subpart A-
Acronyms a.nd Def1nltions of Part 200, plus
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the allocated ind1reet cost proportion. The
expell8es included in this category could be
grouped first according to major functioll8 or
the organtzation to which they render serv-
tees or provide benefits. The aggrepte ex-
pell8es oC each group muet then be allocated
to benefitting functions based on MTC.
d. Order of dlstrlbut1on.
(1) Indirect cost categories consieting of

dsprec1a.tion, interest, operation and mainte-
nance, and general adm1n1Btrat1onand gen-
eral ezpeJlllllllmll8t be allocated in that order
to the rema1n1ng indirect coat e&tegories as
well as to the major tunctione of the orga.n1-
zation. Other cost categories mould be allo-
cated 1nthe order determined to be most ap-
propriate by the orga.ntzation. Thls order of
allocation does not apply if C1'OllIlallocation
of costs illmade as provided in section B.3.d.2
of th18Appendix.
(2)Normally, an indireot coet category will

be constderad closed once it ball been allo-
cated to otber coat object1ves, and coste
must not be subsequently allocated to it.
However, a Cl'Oll8allocation of coats betwllllIl
two or more indirect costs categories could
be used 11 such allocation w1ll result in a
more equitable allocation oC COllts.If a cross
allocat1on is used, a.n appropriate modifica-
tion to the compoaition of the 1ndlrect coet
categories 18required.
e. Application of indirect cost rate or

rate6. Except where a special indirect coat
rate(s) 18required in acoorda.noewith eeotaon
B.5 of t.b1sAppendix, the separate groupings
DC1ndirect costs allocated to each major
Cunctionmust be aggregated and treated as a
oommon pool for that funct1on. The coats in
the common pool muat then be diatrlbu.ted to
individual Federal awards 1ncluded in that
function by lI88of a single indirect coat rate,
f. D18trtbution baals. Indirect coats must

be diatrlbutlld to applicable Federal awa.rde
a.nd other benefitting act1vities within each
major function on the basta of MTDC (see
def1nJtion in f 200.68 Modified Total Direct
Coat (MTDC)of Pe.rt 2(1),
g. Indlvldual Rate Components. An indi-

rect coat rate mU6t be determined for each
separate 1ndirect coat pool developed. The
rate in each ease must be 8U.ted &8 the per-
centage which the &mount of the particular
1ndirect coat pool 18 oC the d18tr1bution base
Idmltified with that pool. Eacb indirect coat
rate negot1a.t1onor determ1na.tlon agreement
mWlt include development of the rate Cor
each 1ndirect cost poel as well a.athe overall
indirect cost rate. The indirect cost poola
must be cla.salfled within two broad cat-
egories: "Facilities" a.nd "Administration,"
as described in section A.3 of this Appendix.

4. Direct Allocation Method

a. Some nonprofit organizations treat all
costs as direct eoste except general adm1n18-
tration a.nd general eXpeDB88.These organi-
zatioll8 generally separate their coati> Into

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

three basic categorillll: (1) General a.dm1n1e-
tration and genera.l expenaes, (11) Cund-
ralelng, and (lU) other direct Cunct10118(in-
cluding projects performed under Federal
awards). Joint coats, such as depreciation,
rentAl coati>,operation and maintenance of
Cac1litiea, telephone expenses, and the like
a.re prora.ted individually a.a direct ooate to
each category and to each Federal awa.rd or
other activity ua1ng a ba8e most appropr1a.te
to the particular coat being prorated.
b. TIWlmethod is acoeptable, provided each

j01nt eoet 18prorated U6lnga base which ac-
cUl'&telymeasures the benelltl> provided to
each Federal award or other activity. The
baeee must be establ1ahe4 in accordance with
rea.aonable criteria, and be supported by cur-
rent data. Th1s method 18 compatible with
the 8ta.nda.r4s of Accounting and F1nanc1al
Reporting for Voluntary Health and Welfare
OrganlZatiOll81Bsuedjointly by the Na.tional
Health Counell, rnc., the National Assembly
of Voluntary Be&lth and 80cia.1Welfare Or-
ga.nizationa, and the United Way of America.
c. Under t.b1smethod, indirect coBt6 con-

stat exclllllively of general administration
and general expenses. In all other respectli,
the organiz&tion'a indirect coat rates must
be computed in the same manner as that de-
ecribed in section B.2 8impl1fled allocation
method oC this Appendix.

5. Special Indirect Co!! Rates

In sorne instanoes, a single lndirect ooat
rate for all activlties of an organization or
for each major function of the organization
may not be appropriate, since It would not
take into a.ooount those different factors
which may subetantially affect the indirect
coste aPplicable to a particular aegment of
work. For th18purpose, a p&rtleula.r secment
of work may be that performed under a ein-
gle Federal award or it may consist or work
under a group of Federal awards perCormed
in a common environment. These factors
may include the physical location of the
work, the level of admin1etrative lIupport re-
quired, the nature of the facilities or other
reeources employed. the scientl1lc dleclpl1nes
or tecbn1cal Bkllls involved. the organiza-
tional arrangement6 ueed, or any combina-
tion thereof. When a particula.r segment of
work 18performed in an environment which
appears to Il'enerate a signl1lCllJltly different
level or indirect C08tB,provialona mould be
made Cor a aepa.rate indirect coat poel appli-
cable to BUchwork. The sepa.rate indirect
coat pool mould be developed during the
COI1l'llllof the regula.r allocation process, and
the separate indirect coat rate resulting
therefrom mould be used, provided it 18de-
termined that (1) the rate dlfCera s1gnif1-
cantl;y from that which would have been ob-
tained under sectioll8 B.2, B.3, and B.4 of thiB
Appendix, and (11) the volume or work to
which the rate would apply Is ma.ter1al.
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C. NEoOTIATJON AND ApPltOVALOF lNDIRIlCT
COSTRATBS

1. Definition.!

As used in this section, the following terms
have the mean1ngs set forth In this section:
a. Cognizant agency /OT i1Uiirect costs m8&llll

the Federa.1 agency reaponlllble for negotl-
atln&"and approving indirect cost rates for a
nonprofit O1'glUl1zationon bebaJf of all Fed-
eral ageno1ea.
b. PTedetenntned rate mea.naan indirect coat

rate, appl1cable to a epeclfied current or ra-
ture period, uBllally the organ1zatlon's ftlIca.1
year. The rate 18baaed on an estimate of the
coats to be Incurred during the period. A pre-
determ1ned rate 18 not subject to adjllBt-
ment.
c. Fixed rate mea.na an indirect cost rate

wblch has the same character18tics lUl a pre-
determined rate, except that the difference
between the estimated costs and the actual
coets of the period covered by the rate 18car-
ried forward Be an adjlUltment to the rate
computation of a subsequent period.
d. Fbwl rate mea.na an indirect cost rate

applicable to a Ilpeclfied P68t period which is
based on the actua.1 costs of the period. A
tlnal rate 18not subject to adjustment.
e. PTtwiritmal rate or billing rate means a

temporary 1nd1rect cost rate applicable to a
specified period which is used for funding, in-
terim reimbursement. and report1ng indirect
coets on Federa.1 awards pending the estab-
liahment of a fIna.lra.te for the period.
f. Indirect cost proposal means the docu-

mentation prepared by an ol'Jl'&D1Zationto
substantiate its claim for the reimbursement
of indirect coate. Th1e propoea.l provides the
baei8 for the review and negotiation leading
to the establishment of an organization's in-
direct cost rate.
g. Cost obj~ve m8&lllla funotlon, orga.nJza-

ttona.1 subdiv1s1on, contract, Federal award,
or other work unit for which coet data are
desired and for which provision is made to
accumulate and meaeure the cost of proc-
essee, projects, jobs and capit&l1zedprojects.

2. Negotiation and Ajl1lToval 0/ Rates

a. UnleB8 different 8.I'I'lWgements are
agreed to by the Federal agencies concerned,
tbe Federa.1 agenoy with the largest dollar
va.1ueof Federal awa.rdllwith an oi-gan1zatlon
will be deB1gnated lUl the cognizant agency
for indirect coets for the negotiation and ap-
proval of the j.ndirect coat rates and, where
neceesary, other ratee such as !r1nge benefit
and computer charge-out rates. Once an
agency is assigned cognizance for 9. par-
ticular nonprofit organ1za.t1on, the assign-
ment will not be changed unlese tbere Is a
shin in the dolla.r volume of the Federal
awards to the organization for at lee.st three
years. All concerned Federa.1 agencies most
be given the opportunity to participate in
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the negotiation prooess but, after a rate bas
been agreed upon, it w1ll be i.Ccepted by all
Fedara.l agencies. When a Federal agency bas
reason to believe that special opera.tiDg fac-
tora affecting its Federa.1 awards necesllltate
special indirect cost rates in accordance
with section B.fi of this Appendix, 1t will,
prior to the time the rates a.re negotiated.
notifY the oognisa.nt agency for indirect
coste. (Sse &lao1200.414 Indirect (F&A) coste
of Part 200.) Where a non-Federal entity only
receivee funds as a Ilubrecipient, Bee the re-
quirements of 1200.331 Requirements for
paee-tbrough entities.
b. Except ae othetw1se provided in 1200.414

Indirect (F&A) costs paragraph (e) of tb1I;
Part, a nonprofit organization which has not
previoUllly eetablillhed an indirect cost rate
with a Federa.1 agency must BUbmit its ini-
tial indirect cost propoBlll immediately attar
the organization 18 adv18ed that a Federal
award will be made and, in no event, later
than three months after the stiective date of
the Federal award.
c. Unless approved by the cognizant agency

for indirect costs in accordance with 1200.414
lndirect (F&A) OOIltsparacnph (0 of this
Part, organtsatlons that have previously es-
tablished indirect coet rates must submIt a
new indirect coat propoaal to the cognizant
agency tor indirect coati! within six months
after the erose of each tlBca.1 yea.r.
d. A predetermined rate may be negotiated

for use on Federa.1awards where there ts rea-
eonable Ullurance, baeed on P68t experience
and reliable projection of the organ1zation's
costs, that the rate 18not likely to exceed a
rate baaed on the organ1.zation's aotual costs.
e. Fixed rates may be negotiated where

predetennined rates are not considered ap-
propriate. A fixed rats, however, must not be
negotiated it (i) all or a Bubstantial portion
of the organization's Federa.1 awards are ex-
pected to expire before the carry-forward ad-
Justment can be made; (11)the mix of Federal
and non-Federa.1 work at the organ1zatlon is
too erra.tic to permit an equitable carry-for-
ward adjUfltment; or (W) the organization's
operations fluctuate significantly trom year
to year.
f. Prov181ona.1and final rates muet be nego-

tiated where neither predetermined nor fixed
rates are appropriate. Predetermined or
fixed rates may repla.ce provt810nal rates at
any time prior t.o the clo88 of the organiza-
tion'e Ci8cal year. If that event d0811not
occur, a final rate will be estabUshed and up-
ward or downward adju8tments will be made
based on the actua.1 allowable coats incurred
for the per10d involved.
g. The results of each negotiation must be

forma.1lzed in a written agreement between
the cognizant agency for indirect coats and
the nonprofit organization. Tbe cognizant
agency for indirect coats must make avail-
able copies of the agreement to all concerned
Federal agencies.
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h. If ,. dispute arilles in a negotiation of an
indirect cost rate between the cogD1sa.nt
agency for indirect costs &Ddthe nonprofit
organtza.tion. the dispnte must be resolved in
accordance w1th the appea.l8 procedores of
the cognIzant agency for indirect costs.
1. To the extent that problems are encoun-

tered among the Federal &.genclesin connec-
tion with the negotiation &Ddapproval proc-
ess, OMB will lend uaiat&Dce Il.llrequired to
resolve such problems in a Umely manner.

D. Certification of Indirect (F&A) Coate
(l) Required Oert1flcation. No propoea.l to

establish indirect (F&A) cost rates mUllt be
a.cceptable unltlll8 such coste have been cer-
t1f1ed by the non-profit organization using
the Certificate 01 Indirect (F&A) Coste set
rorth In section j. or th1Bappendlx. The cer-
tiJicate must be signed on behalf of the orga-
niu.tion by an 1Ddlvidual at a level no lower
than vice president or chief financial omcer
for the orga.n1zation.
(2) Each indirect cost rate propoea.l must

be a.ccompa.nied by a certification in the fol-
lowing Corm:

Oertificate of Indirect (F&A) Costs

This is to certify that to the best or my
knowledge and belieC:
(1) I have reviewed the tndirect (F&A) cost

proposal submltted herewith;
(2) All COllteincluded in th1Bproposal [iden-

tify date] to establ18h bUltng or final indi-
rect (F&A) coets rate for [identify period
covered by rate] are allowable in a.coordanoe
with the requ1rements oC the Federal awards
to which they apply &lid with Subpart E-
Ooat Pf!.nolplllllor Part llOD.
(S) This propoea.l does not include any costs

which are una.llowable under Subpart E-
Coat Principles oC Part 200 BUchIl.ll(without
11mltation): publlc relations costs, contribu-
tioIlll and donations. enterta1nment costs,
fiIies and penaltlea, lobbying costs, and de-
fense of fraud proceedings; and
(4) All coste included in this propoaaJ are

properly allocable to Federal awards on the
basis of a benefic1a.l or causal relatlonahip
between the UpeJl8tlll inourred and the Fed-
eral awards to. which they are allocated in
accordance with applicable requiremente.
I declare that the foregOing Is true and cor-

rect.
Nonprofit Organtza.t1on: _
Signature:
Name or Official:
Title:
Date of Executlon:

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

APPENDIX V TO PART 200-STATF/LOCAL
GoVERNMENTWIDE CENTRAL SERVICE
COST ALLOCATIONPLANS

A.GENERAL
1. Most governmental unite provide certain

services, such Il5 motor pools, computer cen-
ters, purchall1Dg, accounting, etc., to oper-
ating agencies ODa centralised baB1B.S1nce
Cederally-aupported awards are performed
within the individual opera.tiJlg agencies,
there needs to be a proCB811whereby these
central service coate C&D be 1dent1f1ed &nd
a.es1gDadto benefitted actlvitlea on •. reason-
able &Ddcona1Btent baB1B.The oentral service
coat allocation plan provides that process.
.All costs and other data used to distribute
the costa inoluded In the pla.n should be sup-
ported by formal accounting and other
records that wlll support the propriety of the
costs ass1gned to Federal awards.
2. Guidelin86 and illustrations of oentral

servioe oost allooatlon plans are provided In
a. brochure publ18hed by the Department of
HeaU.h &Dd Human Serv1ces entitled "A
Guide for State, Local and Indian Tribal Gov-
ernments: Cost Pri7ldplu and PT0ce4ures for
Developi1l{l Cost Allocation Pla1Ul and Indirect
Cost RaUls for Agreemenu lDftli 1M Federal
Government." A copy or this brochure may be
obta.1ned from the BRS Cost Allocation Berv-
1088 or at their Web stte at http&:I/
raUls.p&C.gol!.

B,DEFINITIONS
1. Agency or operating age71CJlme&.na&Dor-

ga.niz&tiona.I unit or sub-divis1on within a
governmental unit that la reepona1ble for the
performance or a.dm1n1Btratlon of Federal
awa.rds or aotlv1tles of the governmental
I1lI1t.

2. AUocated centTal servU:es means oentra.l
serv1CBllthat benetlt opera.ting agencIes but
are not billed to the agencies on a ree-ror-
service or B1m1larbasi8. These costs are a.llo-
cated to benefitted agencies on some reason-
able baBiIs,Examples oC B\lch services might
lnolude general &.CCOunting,personnel ad-
m1nistration, purchuing, etc.
S. BiUed Cl!ntTal .ervicu means central serv-

Ices that are billed to benefitted &.genciesor
programs on an individual fae-!or-service or
a1m1la.rbe.a1s.Typical examples of billed cen-
tral servloes Include computer services,
transportatlon semcee, 1IIlluranoe, &Dd
fringe benet1ts.

4. Cognizant ageI'ICJ/ [or indirect casu is de-
fined in 1200.19 Oogn1za.ntagenoy for indirect
ooate of this Part. The determ1na.tion of cog-
niza.nt agency for indirect costs for lltatee
and local governments is described in section
F.l, Negotiation and Approval of Central
Servioe Plans.

5. Majur local government me8.IISlocal gov-
ernment that receives more tha.n SHIOm1ll1on
In direct Federal awards Bubject to this Part.

214

DATTACHMENT __. ..._._....

PAGE ••.~?&__OF _...I_j".<f!. PAGES



OMI Guidance

c. SCOPE OF THB CEN'J'Jl.AL SOVICIl: COST
ALLocATION PLANS

The central service coat allocation pla.n
will include all central service costs that
will be claimed (either as a billed or an allo-
cated coat) under Federal awards and will be
documented as described in section E. Coetl!
of central services omitted trom the plan
will not be reimburaed.

D. SUllMJIISION REQ1JIJlliIMKNTS

1. Each state will submit a pla.n to the De-
partment of Health and Human Services for
ea.ch year in which it claim8 central service
coste under Federal awa.rd8.The plan should
Include (a) a projection of the next year'. al-
iocated centra.l earnee coat (based either on
&etual costs for the most recently completed
year or the blldget projection [or the coming
year), and (b) a reconcil1&tlon of actual allo-
cated central service costs to the estimated
costs Wl8dfor either the most recently oom-
plated year or the year immediately pre-
ceding the most recentlY completed year.
2. Each major local government Ie also re-

quired to submit •• pla.n to ite cogntsant
agency for Indirect coets annuallY.
3. All other local governments cla1m1Dg

central service costs must develop a plan in
accordance with the requirements described
In th1a Part and maintain the plan and re-
lated supporting documentation for alldit.
These local governments are not required to
811bmlttheir plans for Federal approval un-
lees they are spec1fie&l}yrequested to do SO

by the cognizaJlt agency for indirect costs.
Where a local government only receives
rands as a Bubreciplent, the pass-through en-
tity will be reIlponaible for monitoring the
subreclplent's plan.
4. All central eervice cost allocation plBll6

will be prepared and, when required, Bub-
mitted within II1x months prior to the begin-
ning of each of the governmental unit's fiB-
cal yem in which It JrOpoBes to claim cen-
tral service coste. Extensions may be grant-
ed by the coguiza.Dtagency for indireot costa
on •. CI.Be-by-cue basis.

E. DocUMB.VlATlON REQUlREYRNTS FOR
SUBIoU'I"l'EIl PLANS

The docamentatioD requirements described
In this section may be modified, expanded, or
reduced by the oognisant agenoy for 1nd1rect
costs on a case-by-case baBie. For example,
the requlremente may be reduced for thoes
central services which have little or no im-
pact on Feder&! awards. ConverselY, if a re-
view of a plan Indicates that certain addi-
tional information Ie needed, and will likelY
be needed in future years, it may be ron-
tinelY requested in future plan eubmissions.
Items marked with an aster1ek (*) should be
submitted only once; subsequent plans
should merely Indicate any cb&ngeasince the
last plan.

pt,200,App.V
1. General

All proposed pla.ns must be accompanied by
the following: a.n organization chart sufn-
cientIy detailed to show operations Including
the central servioe activities of the statel
local government whether or not they are
shown as benefitting from central eervice
flmctions; a copy of the Comprehensive An-
nual Financial Report (or a copy of.the Exec-
utive Budget if budgeted coste are being pro-
poeed) to ll11pportthe allowable coats of each
central service activity Included in the plan;
and. a certification (Bee Bubeectlon 4.) that
the pla.n was prepared in &lloordanoe with
this Part, contains only allowable coste, and
was prepared in a manner that treated simi-
lar coste oonaistently among the "arloue
Federal awards and between Federal and
Don-Federal award&la.ctlvitlee.

2. AUocated Central Services

For each &!locatlon central service", the
plan must also Include the following: a brief
description of the service, an identification
or the unit rendering the service and the op-
erating agencies receiving the service, the
items or expenae included in the cost of the
eervice, the method used to d1etrlbute the
cost or the service to benefitted agencies,
and a S\l.lllJJl&rYschedule showing the alloca-
tion of each service to the spec11lcbenefitted
agencies. If any sell-insurance funds or
Q1nge benefit!; coste are treated as allocated
(rather tha.n b1lled) central semcea, docu-
mentation discu88ed in eubsections 3.b. and
c. must aleo be included.

3. BiUed servtee«

a. General. The information described In
thle section must be provided for all bllled
central services. including internal servioe
funde, self-insurance funda, and tri.nge ben-
eOttunds.
b. Internal servioe funds.
(1) For each internal service fund or simi-

lar activity with an operating budget of S5
million or more, the plan must include: a
brief deecriptioD of each service; a balanoe
sheet for each tund based on IndividllAI ac-
counts contained in the governmental unit's
a.ccountJng system; a revenue/expenses state-
ment, with revenues broken out by source,
e.g., regular bill.1ngs, interest earned, etc.; &

listing of &ll non-operating tr&nefere (as de-
filled by Genera.lly Accepted Account1Ilg
Principles (GAAP» into and out of the fund;
a. descriptiOD of the procedures (method-
ology) need to charge the coats of each serv-
ice to users. inoluding how bilJ.ing rates are
determined; a echedule of current rates; and,
a schedule oomparing total revenues (Includ-
Ing imputed revenues) generated by the eerv-
ice to the allowable coste of the service, 0.6
determined under this Part, with an expla-
nation of how variances wW be bandled.

215

'0AIT ACHMENT ••... _••••.••.•_

PAGE •.J.~':LOF ._1~CQ. PAGES



PI. 200. App. V

(2) Revenues muat consist of all revenues
generated by the service, including unb1lled
and uncollected revenues. If some ueere were
not billed for the services (or were not billed
at the fllll rate for that cJaas of users), a
schedule show1Ilg the fUll imPllted revenues
llSllocl.ated with these users must, be pro-
vided. Expe:oses must be broken out by ob-
ject cost categories (e.g., aaJan8/!, supplies,
eto.),
c. Self-in:tUTance /tInd$. For ea.ob eelf-lnaur-

ance fund, the pla.n must include: the fund
bal&IlCesheet; a &tatement of revenue and
expenses including. a summary of b1llings
and c1a1mBpaid by ~cy; a listing of all
non-operating tr&D8fere into and out of the
fund; the type(s) of r1ek(s) covered by the
fund (e.g., automobile liablllty, workers'
compensataon, eto.): an explanation of how
too level of fund contributions are deter-
mined, including a copy of the current actu-
arial report (with the actuarial llSllumptions
used) if the contributloJ1B are determined on
an actuarial bul.B; and, a dellCl1ptton of the
proceduree used to charge or alloca.te fund
contributions to benefitted activitiBB. Re-
serve levels In excess of clalms (1) submitted
and ad,udicated but not paid, (2) submitted
but not adJudicated, aDd (3) incurred but not
submittel1 must be Identined and explained:
d. Fringe benefit.. For fringe benen t coste,

the plan must Include: a llsting of fringe ben-
ents 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 coste of
the benefits to benentted activitiee. In addi-
uon, for pension and poat-retirement health
insurance pla.nll, the following information
must be proVided: the govermnental unit'a
fundlng policies, e.g., legislative b11la, trust
~eemente, or state:-mandated contribution
rules, if dlfferent trom actua.r1al1y deter-
mined rates; the pension plan's coats accrued
for the year; the amount fanded, and date(e)
of funding; a copy of the current actuarial
report (including the actuarial llSllumptione);
the pla.n trustee's report; and. a schedule
trom the activity showing the value of the
rnterest cost llSlloc:latedwith late f1mdlng.

I. RequiTed Certification

Each central service cost allocation plan
wlll be accompanied by a certification in the
following form:

CERTIFICATE OF COSTALLOCATION
PLAN

This is to certify that I have reviewed the
coat allocation plan submitted herewlth and
to the best of my knowledge and bellef:
(1)All costs included In thla propoaal [iden-

tify date 1to elltabl1llh cost allocations or bU-
lings for [identitY period covered by pla.n]are
allowable in accordance with the require-
ments of this Part and the Federal award(e)

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

to which they apply. Unallowable costs have
been ai13usted for ln allocating coats as indi-
cated in the coat allocation plan.
(2) All coats included in this propoaal are

properly allocabls to Federal awardl! on the
basis of a beneOclai or cauaal rela.ttonehlp
between the expenBes incurred and the Fed-
eral awarde to which they are allOCAted in
accordance wlth appl1cable requIremente.
Further, the same costa that have been
treated as indirect coats have not been
cJa1med as direct costs. Similar typel of
costa have been accounted for consilltently.
I declare that the foregoing is true and cor-
rect.

Governmental Unit:
Signature:
Nune of Otncla1:
Title:
Date of Execution:

F. NEGOTIATION AND ApPROVAL OF CD.'TRAL
SERVICEPLANS

1. Fedrral Cognizant Agencu for IndiTect Cost.
Arrignmentl fOT Cost Negoootion

In general, unleB8 different arrangements
are agreed to by the concerned Federal agen-
cies, for central service coat allocation
pla.nll, the cognizant agency responsrble for
review and approval 1Bthe Federal agency
with the lArgeBtdollar value of total Federal
awarda with a governmental unit. For indi-
rect ooat rates and departmental indirect
cost allocation planB, the cognlsant agency
Ie the Federal agency with the largeet dollar
value of direct Federal awardl! with a govern-
mantal unit or component, as appropriate.
Once designated as the cognlsant agency for
indirect coats, the Federal agency must re-
maw. so for a period of five yeare. In addi-
tion, the following Federal agencillll continue
to be responsible for the indicated govern-
mental entitiell:
Department of Health and Human Servtus-

Publlc alllllatance and state-wide cost alloca-
tion plans for all states (including the Dis-
trict of Columbl.a and Puerto RJco), state
and local hospitals, libraries and health dls-
tricts.
Department of the Interwr-Indl.an tribal

governments, territorial governments, and
state and local park and recreattonal dis-
tricts.
Department of Labor-State and 10011.1 labor

departnlenta.
Department of Ed1lCation-School districts

and state and local education agencies.
Department of AgTiculture-State and local

agricUlture departments.
Department of Tr"mportation~State and

local airport and port authorities and tra.nait
districta.
Department of Commerce-State and local

economic development districts.
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Deportment of Housing and Urban Develop-
men~tate aIld local housing and develop-
ment districts.
Environmental Protection AuenC1l-State aIld

local water and sewlII'districts.

2. Review

All propoeed oentral service cost a.lloca.tion
plans t.ha.tare required 00 be llubmitted wID
be reviewed, negotiated, and approved by the
cognizant ~encY Cor Indirect costa on 8.
timely basis. The oogniEant agency Cor indi-
rect costa will review the propoeal within ll1x
months oC receipt of the propoB8.la.nd either
negotiate/approve the propoeal or advise the
governmental unit of the additional docu-
mentation nHded 00 supportJevalUAte the
proposed plan or the changes reQu1red 00
make the propoB8.l acceptable. Onoe an
agreement with the governmental unit bas
been reached, the al1'8ement w111be a.ooepted
and used by all Federal agenclee, unl_ pro-
hibited or 11m1tedby Btatute. Wbere a Fed-
eral awarding agency has rea.son 00 believe
t.ha.t special operating CacOOrsaffecting its
Federal awards necessitate special consider-
a.tion, the rtmding agency wlll, prior to the
time the plans are negotiated, notify the
cogn1aant agencY CorIndirect costs.

3. Agreement

The results oC each negotiation must be
forma1iZed in 8. written agreement between
the cognizant agency for Indirect costa and
the governmental unit. This agreement wm
be subject 00 re-opening if the agreement is
eubsequently Cound 00 violate a lltatute or
the Information upon whieb the plan W&8 ne-
gotls.tad Ie later found 00 be materially in-
complete or tnaccurate. The reeulta of the
negotiation must be made ava1lable to all
Federal agencies for their use.

4. A4itutment.!

Negotiated cost aliocaUon plans based on a
propoB8.lla.ter Coundto have Included costs
t.ha.t: (a) are unallowable (1) &8 specified by
law or regulation, (U) as ident111edIn subpart.
F, Genera.! Prov1eioDllfor selected Items of
Coat DC th1e Part, or (W) by the terms and
conditions of Federa.! awarde, or (b) are unal-
lowable because they are clearlY not a.!lo-
cable 00 Federal awards, must be adjusted, or
a. refund must be made at the option of the
cognizant agencY for Indirect coats. Includ-
1Dgearned or imputed interest from the date
of transfer and debt Intereet, if appl1cable,
chargeable In r.ccorda.nce with applicable
Federal cogntsant. agencY Cor'indirect DOBts
regulations. Adjustments or C&8b refunds
may include. at the option of the cognizant
agency for Ind1rect coats, ea.rned or imputed
Interest rrom the date of eXpenditure and de-
ltnquent debt Interest, if a.ppl1cable, charge-
able ill a.ccorda.ncewith a.ppUcablecognizant
agency claims collection regula.tlons. These

pt, 200, App. V

adjustments or refunds are designed to cor-
rect the plans and do not. constitute a re-
opening of the negotiation.

G. OTID:R POLICIES

1. Billed Central Service Activitiu

Ea.ch billed central service a.ctlvity must
separately account for all revenues (includ-
ing imputed revenues) generated by the serv-
ice, expenses incurred to furnish the service.
a.ndprOfitJl088.

2. Working CapltDJ Ruerves

mternal ervlce rtmda are dependent upon
a reasonable level of work1Dgcapita.! reeerve
to opere.te from one 111ll1ngcycle 00 the next.
Charges by an Internal service a.ctlvity 00
provide Cor the establillhrnent ADdmainte-
nance of a reasonable level of worldng cap-
ita.! reserve. In additiOD00 the full recovery
of coats, are allowable. A worldng ca.pita.l re-
eerve lIB part of retained ea.rntnge of up to 60
calendar days ca.sbupen&eI8for norma.! oper-
ating purJlOB8I!is cODBideredrea.sonable. A
working capital reserve exceeding 60 cal-
endar days may be a.pproved by the cog-
D.1z&ntagency for Indirect coati! In excep-
tional cases.

3. CarTll-FOTtDaf'd Adjaatmmts of Allocated
Central Service Cost.!

Alloea ted central serv1ce coata are usually
negotiated ADdapproved for a future 0Bcal
year on a "fixed with carry-forward" ba.s1e.
Under thie procedure, the flxed amounts for
the future year covered by agreement are
not subject to adjustment for t.ha.t year.
However, when the a.ctual coats of the year
Involved become known, the di1farencee be-
tween the fixed amounte previouslY approved
ADdthe r.ctua.l coats WUlbe ca.rr1ed forward
and ueed as an adjustment to the flxed
amounts eetabl1shed Cor a la.ter year. This
"carry-forward" procedure applies to all cen-
tral services whose coats were fixed in the
approved plan. However, a carry-forward ad-
justment is not permitted, for a.central serv-
Ice activity tha.t was not illcluded in the ap-
proved plan, or for unallowable coets that
must be reimbursed Immediately.

4. Adjustments of Ba~d Central Services

Blll1ng rates nsed to charge Federal awards
must be balled on the esttma.ted coets of pro-
viding the services, including an estima.te of
the allocable central eervlce coste. A com-
par1eon of the revenue generated by each
billed service (including toul revenues
whetber or not billed or collected) to the ac-
tua.l a.llowable coats or the aervice will be
made at leut annua.lly, a.nd a.n a.d3Ustment
will be made for the difference between the
revenue and tbe allowa.ble coste. These ad-
justments w111be ma.de through one of the
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following a.djustment methods: (a) a cash re-
fund including ea.rned or imputed interest
from the date of tra.ns!er and debt interest, lf
appllcable, chargeable in accordance with
applicable Federal cognizant agency for indi-
rect coete regulations to the Federal Govern-
ment for the Federal share of the adjust-
ment, (b) credite to the amounts charged to
the individual programs, (c) adjustmente to
future bilJ1ngrates, or (d) adjustmente to al-
located central service coste. Adjustmente to
allocated oentral Bervicee w1ll not be psr-
mitted where the total amount of the ad,fulIt-
ment for a pa.rtloular service (Federal &hare
and non-Federal) share exceeds S6OO,OOO. Ad-
justment methods ~ include, at the option
of the cogniza.nt agency, earned or imputed
interest from the ate cf expenditure ud de-
llnquent debt interest, if appllcable, charge-
able 1naccordance wlth appllcable cogn1za.nt
agency claims collection regulations.

5. RecMds Retention

All central eervice cost allocation plans
and related documentation used as a basis
for claiming coste under Federal awards
must be retained for audit in accordance
with the records retention requiremente eon-
tained in Subpe.rt D-Poet Federal Award
Requirements, of Part 200.

6. Appeals

If a dispute arises in the negotiation of a
plan between the cognizant agency for indi-
rect costs and the governmental unit, the
dispute must be reaolved in a.ccordance with
the appeals proceciur811of the cognizant
agency for ind!reOt c08te.

7. OMB Assistance

To the extent that probleIDll are encoan-
tared among the Federal agencles or govern-
mental unite in connection with the negotia-
tion and approval process, OMBwill lend u-
sistance, u required, to resolve such prob-
lems in a timely manner.

APPENDIXVI TO PART 200-PUBLrC
ASSISTANCE COSTALLOCATION PLANS

A.GENERAL

Federally-financed programs adminietered
by state public aeeietance agencles are fand-
ed predominately by the Department of
Health and Human Services (HHS). In sup-
port of its stewardablp reqlliremente, HHS
hu published requirements for the develoIr
ment, docamentatiOD, submlsaioll, negotia-
tion, and Approval of public assistance cost
allocation plaDSin Sabpart E of 4liCFR Part
95.All administrative coste (direct and indi-
rect) are normally charged to Federal awards
by imPlementing the publlc asBiBtance cost
allocation plan. 'I'lW! Appendix extends these
reqalrements to all Federal awarding agen-
cies whose programs are admlnietered by a

2 CFR en, II (1-1-15 Edition)

state public assistance agency. Major feder-
ally-financed programs typloally adm1n1a-
tered by state public assistance agenc1es In-
elude: Temporary Aid to Needy Fa.m1l1es
(TANF), Medicaid, Food StaJnpe, ChUd Sup-
port Enforcement, Adoption As818tance and
Foster care, and 8oc1al ServicelS Block
Grant.

B. DBFINIT10NS
1. State ptlblic 1U8iBta1lCe llge1\C1/ means a.

state agency adm1n1stering or BaperviBing
the a.dm1n1stration of olle or more publ1c as-
sistance procr&mll opera.ted by the state as
identified in Subpart E of 45 CFR Part 95.
For the purpoee of this Appendix, these pro-
graJIlIIinclude all programs adm1n1stered by
the state pablic assistance agellcy.

2. state public assistance agencv costs means
all coste incurred by, or allocable to, the
state public assistance agency. except ex-
penditures for financ1al assistance, medical
contractor payments, food stamps, ud pay-
mente for 8ervices and goods provided di-
rectly to program recipients.

C. POLICY
State public 8Jl8iatance agencies will de-

velop, document and implement, and the
Federal Government will review, negotiate,
and approve, public &8Ilistance cost alloca-
tion pl&n&in accordance with Subpart E of 45
OFR Part 95. The pIan will Include all pro-
grams admlniBtered by the state public as-
sistance agency. Where a letter of approval
or d1sa.pprovalis transmitted to & state pub-
lic aaalstance agency in accordanoe with
Subpart E, the letter wUl apply to all Fed-
eral agencies and programa. The rema1n1ng
sections of this Appendix (except for the re-
quirement for certUloation) 811JIlD1B!'lze the
prov1sions of Subpart E of 45 CFR Pa.rt 95.

D. SUBWSSION, DOCl1)OilIllTATION, AND AP-
PROVAL OJ' PIlBLIc ASSISTANCE COST ALLO-
CATIONPLANS
1. State publlc assistance agencies are re-

quired to promptly submlt amendmente to
the cost allocation pIan to HHB for review
and 8opproval.
2. Under the coordination process outlined

in section E, Review of Implamentation of
Approved Plans, attected Federal agencies
will review all new plans and pIan amend-
ments and provide comments, as a.ppro-
prtate, to HHS. The effective date of the pl&n
or pIan amendment will be the flrIlt day of
the calendar quarter following the event
that required the amendment, unIllIlll an-
other date is specifically approved by HHS.
HHS, a.s the cogniza.Jlt agency for indirect
costs actiIJg on behalf of all affected Federal
agencies, wUl, u necellBBl'Y,conduct negotia-
tions with the state public assistance agency
and will 1nform the state agency of the AC-
tion taken on the plan or plan amendment.
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E. REvIEW011' IKPLElIENTATJON OF APPROVED
PLANs

1. Since publ1c 8B8l8tance cost alloca.tion
plans are of a narrative nature. the review
duriug the plan approval process consiste of
evalaa.tlng the appropriatenese of the pro-
posed groupings of costa (cost centers) and
the related allocation bases. As such, the
Federal Government needs some 8B8Ura.nce
tba.t the cost allocaticm plan bas been imple-
mented lUI approved. This 18accompllsbed by
reviews by the Federal awa.rdiJ!g agencies,
slugle auditl!. or audite conducted by the the
cognizaDt agency for indirect coste.
2. Where inappropriate chargee affecting

more thllJl one Federal awardlng agency are
Ident11led. the coKll1zaDtHHS cost negotia.-
tion omce w1l1be a.dv18edand will take the
lea.d In resolviDg the 1Ilaue(s)as provided for
in Subp&.rtE of 46 CJ'R Part 96.
S. U a. dispute ari/lell in the negotiation of

a plan or from a disallowance Involviug two
or more Federal a.wardlng agencies, the die-
pute must be resolved in accordance with the
a.ppealeprocedures set out In 45 CFR Part 16.
D18put88 involving only one Federal a.ward-
lug agency will be reeolved in aooordance
with the Federal awarding agency's appea.l
prouse.
4. To the extent that problems are encoun-

tered a.mong the Federal awarding agencies
or governmental unite in connection wtth
the negotiation and approval process. the Of-
fice of Management and Budget 111'111 lend 8.&-
B1Iltance,as required, to resolve such prob-
lems in a timely manner.

F. UNALLoWABLE COSTS

Cla.im8developed under approved coat allo-
cation plans will be ba.eedon allowable costs
as Identified in th1B Part. Where unallowable
c08tll bave been claimed &ltd reimbursed,
they will be refunded to the progra.m that re-
Imbursed the unallowable cost Wl1ngone of
the following methods: (a) a caah refund. (b)
<lUsetto a. subsequent cla.1m,or (0) credite to
the amountl! oharged to individual Federal
awarde. Cash refunds, oUsetl!. and credits
may include at the option of the cogni.za.nt
agency for indirect cost. earned or imputed
Interest from the da.te of IlIpenditure a.ndde-
ltnquent, debt Interest, if applloa.ble, charge-
&.bleill accordllJlce wtth a.pplica.blecogn1Za.Dt
agency for indirect oost cla1ms collection
regulations_

APPENDIX vn TO PART 200-STATES AND
LocAL GoVERNllENT Al>'D INDIAN
TRIBE INDIRECT COST PROPOSALS

A. GENBRAL
1. Indirect costs are those the.t hAve been

Incurred for common or joint purposes.
These costs benefit more tbllJl one cost ob-
jective IIJldC&DDotbe readUy identified with
a. pa.rt1cular final cost objective without ef-

pt. 200, App. VII

fort dillproportiona.te to the results achieved.
After direct costl! have been determined and
aee1gned directly to Federal a.wardB and
other activities as appropria.te. indirect coste
are those rema1n1ng to be allocated to bene-
fitted coat objectives. A cost ma.y not be al-
located to a Federal e.wa.rd as an Indirect
cost if a.ny other cost incurred for the aame
purpoae, tn like Ciroumlltances, bas been as-
signed to a Federal e.wa.rdas a direct coat.
2. Indirect coste include (a.) the indirect

costs originating ill each department or
agency of the governmental unit carrying
out Federal a.wa.rdBa.nd (b) the coati! of cen-
tral governmental services distributed
through the central service cost alloca.tion
plan (lUI deacrlbed in APPBlldix V to Pa.rt
200-Sta.tefL.oca1 GovernmeDt and indi&:o
Tribe-Wide Central Service Cost Allocation
Plans) a.nd not otherwise treated as direct
costs.
S. Indirect costs are normally cba.rged to

Federa.l a.wardBby the nee of an Indirect cost
rate. A separate indirect cost rate(s) Is usu-
ally llec88sary for each department or a.gen-
cy of the governmental unit cla.1ming indi-
rect costs under Federal a.wa.rdB.Guideline5
IIJld UlustratiODB of indireot cost :proposal!!
are provided tn a brochure published by the
Department of Health IIJldHumIIJl Services
entitled "A G1dde /OT Statu and Local Govern-
ment Agencies: COlt Prtnciples and Procedures
/07 Establishing Cost Allocation Plan! and Indi-
rect Cod Rates JOT Grants and Contracts 1Dith
the Federal Government." A copy of this bro-
chure ma.y be obtained from the HHS Cost
Allocation Services or a.t their Web site at
https:/lratu_psc.gov.
4. Because of the diverse cba.ra.cteriBtlos

a.nd accounting practices of governmental
units, the types of coats which may be cl8B8l-
fled as indirect coste CIIJlDotbe specified In
all Bitua.tions. However. typical Bxamplea of
indirect costa may include certa1n sta.teI
local-wide central service coats. general ad-
ministration of the non-Federal entity ac-
COUlltlugand personnel services performed
wltbln the non-Federal entity, deprecia.tion
on buUdlngs IIJldequipment, the costs of op-
era.t1DgIIJldmainta.!ning facilities.
6. Tb18 Append!%d0811not apply to state

public aeeilltance a.gencles. Theee agencies
should refer 1J1Stea.dto Appendix VI to Pa.rt
mo-Public A81118tance Cost Alloca.tion
Plus.

B. DBFI}OTl'IONS
1. Base means the accumulated direct costs

(normally either total direot salaries and
wages or total direct coste exclusive of a.ny
extraordinary or distorting expenditures)
used to distribute indirect coste to indi-
vidaa.l Federa.l awards. The direct cost base
selected Bbould result In ea.ch Federal award
bearing a fair share of the indirect costs in
reasonable rela.tion to the benefits received
from the coets.
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2. Bwe period for the alloca.tion of indirect
coste ia the period In wblch euch coste are In-
curred and &.OC1IlDulAtedfor aJlocation to ac-
tivitieB performed In that period. The base
period normaJly ebould ooinc1de with the
governmentaJ unit'e fiscaJ. year, but In a.ny
event, must be 60 selected as to avoid inequi-
ties In the aJ.loca.tion of costs.
3. Cogmmnt agll7lC1l for Indtrect CO$ts mesne

tbe Federal &gel1DYresponsible for reviewing
and approving the governmentaJ unit's indi-
rect coet rate(s) on tbe behalf of tbe Federal
Government. The cognizant agency tor indi-
rect ooste aseignment Is described In Appen-
dix V. section F, Negotiation and Approval
of Oentral Service Plana
4. Final rate me&D8an indirect cost rate ap-

plica.ble to a specifled past period which ill
based on tbe actuaJ a.llowable coste of tbe pe-
riod. A flnaJ. audited rate ie not subject to
&djustment.
6. fued. rate means an indirect cost rate

whiob has the e&IIleob&ra.oteriBtics 8.8 & pre-
determined rate, except that the difference
between tbe estimated C06te a.nd the actual,
aJ.lowable coste or tbe pertod covered by the
rate 18ca.rr1ed forward &S an adjustment to
tbe rate computation of a subsequent period.
6. Indirect cod pool ia the aocumulated

coste that join tJy bene1'it two or more pro-
grams or other cost objectives.

7. lndirect co$/ Tate 18 a device for deter-
mining In a rellBOnable manner tbe propor-
tion of Indirect costs eacb program should
bear. It i6 the ra.tio (expreeaed &8 a percent-
age) of the Indirect coste to a direct cost
baBe.

B. Indirect co,/ rate proposal means the doc-
umentatdon prepared by a governmental unit
or subdiv1sion tbereof to substantiate ite re-
quest (or the elltabliBhment of an Indirect
cost rate.
9. Predetermined rate mea.ns an indirect cost

rate, applica.ble to a specified current or fu-
ture period, usua.liY the governmental unit's
f1soaJ. year. Th1s rate is based on an estimate
of the coste to be Incurred during the period.
Except under very unusual circumstances, a
predetermined ra.te is not subject to adjust-
ment. (llecaU6B of legal constr&1nts, pre-
determined ra.tss are not. permitted for Fed-
eral contra.cte; they may, bowever, be used
for crants or cooperative agreemente.) Pre-
determined rates may not be used by govern·
mentaJ. units that have not Bubmit.ted and
negotiated the ra.te with the cognizant agen-
cy for indirect costs. In view of the potent1aJ
advantages offered by this procedure, nego-
tiation of predetermined rates for Indirect
costs for a period of two to rour years should
be the norm in those situations wbere the
cost experience and other pertinent facts
av&1la.bleare deemed 8utncient to IlIl&blethe
parties Involved to reacb an informed judg-
ment. as to tbe probable level of Indirect
costs during the ensuing accounting periods.

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

10. Prol1l8ional rate means a temporary indi-
rect cost rate appl1ca.ble to a specit1ed period
wblch is used for funding, interim reimburse-
ment, and reporting Indirect coste on Fed-
eral awards pending the est&bl1ehment of a
"f1n.aI" ra.te for tbat period.

C. ALLOCATION OF INDDlWI' COSTS AND
DllTEIllImATION or INDIRmCT 00sT RATES

1. General
a. Where a governmentaJ. unit's depart-

ment or agency bas only one major function,
or wbere aJI its major flmctiOD8benefit from
the Indirect costs to appro:dm&tely the eame
degree. tbe allocation of Indirect coste a.nd
tbe computation of an indirect cost rate may
be accomp11ehed tbroIlgb s1mplli1ed alloca.-
tion procedures a.s de6cr1bed In subsect10n 2.
b. Where a governmentaJ. unit's depe.rt-

ment or agency h&Saeveral major functions
wblch benefit from ite indirect coste In vary-
ing degrees, tbe aJ.location of indirect costa
may require the accumulAtion of such coste
into separate cost groupings wbich then are
&lloca.ted individually to benefitted func-
tions by mea.ns ofa base wblcb best meas-
urea the relative degree of benefit. The indi-
rect coste aJlocated to eacb (unction are
tben distributed to Individual FederaJ
awards and other act1viti811Included In that
function by mea.ns of an Indirect cost rateCs).
c. Specific methods ror allocating indirect

costs and oomputing Indirect cost rates
along with the conditions under wbich eacb
metbod should be used are described in sub-
sections 2, 3 and 4.

2. Simplified Method

a. Where a non-Federal entity'e major
f\mctions benst1t from its Indirect coste to
approz1m&tely tbe e&me degree, the alloca-
tion of Indirect coate may be &cccmpl1Bhed
by (1) cllu!61fYIngthe non-Federal entity's
total coste for the baBe period as either di-
rect or Indirect, and (2) dividing tbe totaJ aJ-
lowable indirect costs (net o! applicable
credite) by an equitable distribution base.
The reault of tbiB proceee is an Indirect cost
rate wblcb is used to distribute Indirect
coate to individual Federal awards. The rate
should be expressed as tbe percentage wblcb
tbe totaJ amount of aJ.lowable Indirect coete
be&tB to the base selected. Thia metbod
abould aJso be used wbere a governmental
unit's department or agency has only one
major function encompaeeIng a number or in-
dividual projecte or activities. and may be
used where the level of Federal awards to
that department or agency is relatively
small.
b. Both the direct ooete and the Indirect

costs must exclude ca.pitaJ. expenditures and
unaJlowable coste. However, unallowable
costs must be included In the direct. coste if
tbey represent activities to wblcb Indirect
coste are properly allocable.
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c. The d1atribution base may be (1) tot.a.ldi-
rect coats (eltcludlDg capit&l expenditures
And otber distorting Items, 8uch 8.8 paI!S-
through funde, subcontracts in eseess of
$25,000, participant support coete, eto.), (2)
direct B&1&r1eeAndwages, or (3) another base
which resulta in an equitable distrtbution.

3. Mliltiple Allocation Bale Method

a. Where a non-Federal entity's indirect
costs benefit its major functiODJlin varylDg
degreee, such coatll must be aooumulated
into sepa.ra.te cost groupingll. Each grouping
must then be allocated individually to bene-
ntted flmct10DBby means of a base which
beat measures the relative benefits.
b. The cost groupings &bouldbe eatabliBhed

so 8.8to permit tbe allocation of each group-
ing on the baBis of benefits provided to tbe
major funotions. Each grouping &bould con-
stltuts a pool of expenses that are of like
cb&racter in terms of tbe fI1nctious tbey ben-
efit and in teI'D1llof tbe allocation base
which best measures the relative benefits
provided to each function. The number of
separate groupings &bonld be held witb1n
practical 11m1t1l.taking into consldera.t1on
the materi&l1ty of the a.mounts involved and
the degree of precision needed.
c. Actual conditions must be taken into ac-

count in selecting the base to be used in allo-
cating the expensee in each grouping to ben-
efItted functions. When an allocation CAJI be
made by asB1gmnent of a cost grouping di-
rectly to tbe tunction benefitted, the alloca-
tion must be made in that manner. When tbe
expensee in a grouping are more general in
nature, the allocation ehould be made
through tbe use of a selected base which pro-
ducee reeults that are eQnlt.a.bleto both tbe
Federa.l GoVllrnment and the gOVllrnmental
unit. In geDer&1,any cost element or related
!actor &88OC1&tedwith the government&l
unit's actlvitill8 is potent1&Uy adaptable for
nee &8 an allocation base provided tbat: (1) it
can readily be expressed in terms of doll&rB
or other quantit.a.tive mea.suree (tot&l direct
coete, direct ealariee and wages, staff hours
appl1ed. square feet need. hours of uu.ge.
number of documents processed, population
served, and the like), and (2) it 111common to
the benefitted functions during the base pe-
riod.
d. Exoept where a special indirect cost

rate(e) 111required in acocrdance with pa.ra.-
graph (0)(4) of th18 Appendix, the sel8l'ate
groupings of indirect costs allocated to each
major funotion must be alrKJ'eKated and
treated as a common pool for tbat function.
The costs in tbe common pool must then be
distrtbuted to individual Federal awarde in-
cluded in that function by use of a BlDglein-
direct cost rate.
e. The distribution base used in computing

the Indirect cost rate for each tunction may
be (1) total direct coBtl!(excluding caplt&l ex-
penditures and other distorting items such

Pt. 200, App. VII

as paee-through funde, subawa.rds in exce88 of
S2li,OOO, particlp8.Dt support ooste, etc.), (2)
direot salaries and wagll8,or (3)Another base
which results in an BQU1tabledistribution.
An indirect ooet rate should be developed for
each separate indirect coet pool developed.
The rate in each case &bouldbe statsd as the
percentage relationBhip between the pa.r-
tioular indirect oOllt pool and the distribu-
Uon baBeidentified witb tbat pool.

4. SpecIiJlIfUJirect Colt BI1.tes

a. In BOlDeinstances, 8.Bingle indirect cost
rate for all activitieB of a non-Federa.l entity
or for eacb major function of the agency may
not be appropriate. It may not take into ac-
count th088 different faCtors which may sub-
stantially a.fl'ectthe indirect coets applicable
to a particular program or groUIl of pro-
grams. The Ca.ctonlmay include tbe phyBlc&1
location of tbe work, the level of adm1n1tstra-
tive support required. the nature of the fa-
cll1tlee or other resources employed, the or-
ganizationa.l arrangements used, or any com-
bination thereof. When a particular Federal
award is carried out in an environment
which appe&rll to generate a signiticantly
different level of indirect coste, proviBions
should be made for a separate Indirect COllt
pool applicable to that Federal awa.rd. The
separate indirect coat pool should be devel-
oped durIDg tbe course of the regular alloca-
tion proceee, and tbe BBl8l'ate indirect cost
rate resulting tberefrom &bouldbe used, pro-
vided that: (1) The rate differs signitlce.ntly
from the rate which would have been devel-
oped under l8l'&graphs (0)(2) and (CX3) of
tbis Appendix. and (2) tbe Federal award to
which tbe rate would apply is material in
a.mount.
b. Where Federal et.a.tute8 restriot tbe re-

imbursement of certain indirect costa, it
may be n808ll8&ryto devslop a special rate
Cortbe affected Federal award. Where a "re-
stricted rate" is requ1red, the 88.Jneproce-
dure for developing a non-restricted rate will
be used except for the additional step of tbe
eUminaUon from the indirect cost pool thoae
coets for which the law prohibits reimburse-
ment.

D. SUBMISSION AND DoouJ.IENTATlON OF
PBOP05AL1l

1. Submission of Indirect COBtRate Proposals

a.. All depa.rtmenta or agencies of the gov-
ernmental unit deB1r1Dgto claim Indirect
coets under Federal awa.rds must prepare an
indirect cost rate proposal and related docu-
ment.a.tion to support those coste. The pro-
posal and related docwnent.a.tlon muet be re-
t&1ned for audit in accordance with tbe
records retention requirements contained in
1200.833Retention Requirements for Recorc1s.
b. A governmental department or agency

unit that receives more than S3li million in
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direct Federal funding mllBt submit its indi-
rect cost rate proposal to its cogn1za.ntageD-
cy for indireot oosts. Other governmeDtal de-
partment or agency mUlltdevelop an indirect
coet proposal in accordance with the require-
ments of this Part and maintain the proposal
and related 8Upporting dooumentatiOD for
audit. These governmental departments or
ageno1ee are not required to submit their
proposals unle&8 they are spec111cally re-
quested to do so by the cognizant agency for
indirect costs. Where a DOD-Federalentity
only receivee funds all •. llUbreo1pieDt,the
paee-through entity will be reepon&lble for
negotiating and/or monitorlng the lubrec1pi-
ent's indirect ceste,
c. Each Indian tribal government dee1r1ng

retmbursement, of indirect costs must submit
its indirect COIltproposal to the Depa.rtment
of the Interior (its cognizant agency for indi-
rect coets).
d. Indirect coet proposals must be devel-

oped (and. when required. submitted) within
six months after the close of the govern-
mental unit's fiecal year, unlees an exception
1&approved by the cogn1za.ntagency for indi-
rect coets. If the proposed central service
coet aJIocation plan for the same period has
not been approved by that time, the indirect
ooet proposal may be prepa.red including an
amount for central services t.ba.t 1&baaed on
the lateet federaJIy-approved central service
cost aJIocation plan. The difference between
theBe central service amounts and the
amounts ult1ma.tely approved will be com-
peneated for by an adjustment in a subee-
quent. period.

2. DocumentAtion of PToposals

The follow1Jlgmust be Included with each
indirect cost proposal:

a.. The rates propoaed. including sube1d1ary
work sheets and other relevant data. crosa
referenced and reconcUed to the financial
data noted in eubsection b. Allocated central
service COlts will be supported by the sum-
ma.ry table included in the approved central
service cost aJIOcatiODplan. Tb1Ilsummary
table is not required to be submitted with
the indirect coat prop08llI if the central serv-
ice coat aJIocation plan for the same flBcal
year has been approved by the cognizant
agency for indirect costs and Is avaUable to
the funding agency.
b. A copy of the financial data (financial

statements, comprehensive annual financial
report, executive budgsts, accounting re-
ports, etc.) upon which the rate Is ba.sed.Ad-
jUlltments resulting from the DBe of
una.udited data wUl be recognised, where ap-
propriate. by the Federal cugn1Za.ntagency
for indirect coets in a subeequent proposal.
c. The approximate amount of direct base

coats Incurred under Federal awards. Theae
coeta should be broken out between salarles
and wages and other direct costs.

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

d. A ohart showing the organlmtional
structure of the agency during the period for
which the propoeaJ appIJes, along with a.
functional st&tBment(e) noting the dutiee
and/or responsibilities of aJI unite U1&tcom-
prise the agency. (Once this Is Bubmltted,
only revisiOns need be submitted with subse-
quent propOBa.ls.)

3. Requff"ed certification.

Each indireot cost rate proposal must be
accompanied by a certification in the fol-
lowlDgform:

CKRTIJ'ICATB OJ' DlDIRECT COSTs

This ill to certify that I have reviewed the
indireot coat rate pl"'oposalsubmitted here-
with and to the bellI. of my knowledge and
belief:

(1) All costs included in this proposa.l [iden-
tify date] to eetabllBb bUllng or final indi-
rect coets rates for [identify period covered
by rate) are aJIowable in accordance with the
requirements of the Federal awaro(ll) to
which they apply and the provlB1oneof this
Part. UnaJIowable costs have been adjllBted
for in allocating Coete&B indicated In the in-
direct COllI. propouJ
(3) All ccets included in this proposal are

properlY aJIocable to Federal a.wards on the
basiE of a benefioial or caue&1relatlonsbip
between the ppenee& incurred and the agT8ll-
menta to wbich they are aJIocated ill accord-
ance wIth appllcable requirements. Further,
the aa.me coeta that have been treated &B in-
direct costs have not bean claimed &B direct
costs, Blm1lar typell of coats have been ac-
counted for conslIltentiy and the Federal
Government wUl be notified of &DY account-
ing chaDgea that would affect the predeter-
mlnedrate.
I declare that the foregoing Is true and cor-
rect.

Governmental Unit:
S1gn&ture:
Name of Offl.ci&l:
TiUe:
Date of Execution:

E. NBOOTlATlO)l AND APPROVAL OF RATEB.

1. Indirect cost rates wID be reviewed, ne-
gotiated. and approved by the cognlzant
agency on a timely b&BlB.Once a. rate has
been agreed upon, it will be accepted and
used by all Federal agencies unlllll8 problb-
lted or llm1ted by statute. Wbere a Federal
awarding agency has reason to believe that
epeclal operating factors affecting its Fed-
eral awarde necessitate spec1&l.indirect cost
rates, the funding agency wID, prior to the
tlme the rates a.renegotiated, notifY the cog-
nizant ~ency for indirect coets.
2. The use of predetermined rates, If al-

lowed, 18 encotl1'&g"edwhere the cognizant
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agency for ilIdirect cost! hu reuoIl&ble a&-
euranoe b&lledon pa.at experience and rell-
able projection of the non-Federal entity's
coats, that the rate 1& not likely to exceed a
rate based on actual COl!lts.Long-term acree-
ments utll1a1ng pre4etermlned rates eztend-
iDg over two or more years are encourage4,
where appropriate.
3. The rellults of each negOtiation must be

formalized in a W1'1ttenagreemenL between
the cogniza.nt agency Cor ilId1rect coet8 and
the governmental unit. This acreement will
be subject to re-opening if the agreement is
aubeeQuentIy found to violate a statute, or
the ilIforma.tion upon which the pl&nWIUIne-
gotie.ted is Ia.ter found to be me.terially in-
complete or lna.ocurate. The agreed upon
rates must, be m&de e.va1lable to all Federal
agenclllll for their use.
4. Refunds muat, be made if proPDllall!are

later found to have ilIcluded coats that (a)
are unallowable (I) as epeclfled by law or reg-
ulation, (11) as Ident11l.edin IlIOO.420 Coneider-
atlons tor selected items of cost, of thla Part,
or (111)by the terms and conditions of Fed-
eral awards, or (b) are unallowable because
they are clearly not alloca.ble to Federal
awards. These adjustments or re1\mde will be
made regardlese of the type of rate nego-
tiated (predetermiDed, final, 1l.xed,or provl-
81onal).

F. OTHERPOLICIES

1. Fringe Beufit Rates

If overall friDge benefit rates are not ap-
proved for the governmental unit as put of
the central service coat allocation plan,
these rates w1ll be reviewed, negotlated and
approved for ilIdividue.l recipient agencies
during the indirect cost negotiation process.
In theee cases, a propOlledtr1I1gebenefit rate
comjmtatlon Mould &ooompa.nytbe indirect
cost proposal. If frtnge benel1t rates are not
used at the reclpitmt agency level (I.e., the
agency speclfica.lly Identlftes fringe benefl t
costs to ilIdlvidual employees), the govern-
mental unit lIhould 80 adviss the cogntze.nt
agency Cor1nd1:rectcoets.

2. Billed Services PTovlded bll the Recipient
A9lmCY

In some cases, governmental deputments
or agencies (components oC the govern-
mental 1II11t)provide and bill Cor eervlces
similar to those covered by centra.! service
cost alloca.tion plans (e.g.. computer cen-
ters). Where this occurs, the governmental
departments or agencies (components oC the
governmental Wlit)8bould be guided by the
requirements in AppendiJ: V relating to the
development oC billing rates and documenta.-
tion requirement!, and should &dvlse the
cognizant agency for IIIdlrect costs of Uly
billed services. Reviews of these types of
services (IDcludillg reviews of costlnglbilltng
methodology, profite or 10sa8S, etc.) w1ll be
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made on e.caee-by-caee basis u warranted by
the circumetances involved.

3. Indirect Cost AllocaUons Not Unng Rates

In certain situations, governmental de-
pe.rtments or lI&'enclllll(components or the
governmsntaJ unit), becaUll8of the nature of
their Federa.l awa.rd8,may be required to de-
velop a COIItalloca.tion plan that dlatrtbutes
bldirect (and, ill some caees, direct) COlts to
the Bpeolf1cfundiDg sources. In these oaaee. a
narrative coat allocation methodology
Mould be developed, documented, m&1n-
ta1ned Cor audit, or submitted, as appro-
priate, to the cognizant a.gency for ilIdirect
coste for review, n8got1at.ion, &ndapproval.

4. Appeal8

If a d1epute arises in a negotiation oC an in-
direct cost rate (or other rate) between the
cognizant agency for tnd1reot COBteand the
governmental unit, the dispute must be re-
solved III accordanoe wit.b the appeals proce-
dares of the cognizant lI4rency for indirect
costs.

5. CoUection of Unallowable Costs and
ErTOnetl1U Pavments

Cost! speolfically identified as unallowable
and oharged to Federal awards eIther di-
rectly or ilIdirectly wtll be refunded (includ-
Ing ilItereat chargeable ill accordance with
applicable Federal oognizant agency for Indi-
rect costs regule.tione).

6. OMB ,,4,llstance

To the extent that problems are encoun-
tered among the Federal a.genc1eeor govern-
mental unit! in eonnectaon with the negotia-
tion and approval proceae, OMBwtll lBIld IUI-
BI.tance, lUIrequired, to resolve such prob-
lems ill a timely manner.
[78 FR 78608, Dec. 36, 2013,as amended at 79
FR 75889, Dec. 19,20HJ

ApPENDIXVITI TO PART 200-NONPROFIT
ORGANIZATIONS EXEMPTED FROM
SUBPART E-COST PRINCIPLES OF
PART 200

1. Adva.noe Technology Instf tute (ATI),
Charleston, South Caroltna

2. Aerospe.ce Corporation. El Segundo, Cali-
fornia

3. AmerlC&DInstitutes of Research (Am).
Washington, DC

4. Argonne National Le.bore.tory. Chicago, Il-
nncts

&. Atomic Casualty Commission, Wasb-
ington, DC

6. Be.ttelle Memorial Institute.
Headquartered in Columbus, Ohio

7. Brookhaven Na.tlonal Laboratory, Upton,
NewYork
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8. Charle.e Stark Draper Laboratory, Incor-
porated,aaDlbridge,~hu8ett8

9. CNACorporation (CNAC),Alexandria, Vir-
ginia

10. EnvlroUDlental Inetitute of Michigan,
.AnnArbor, Michigan

11. Georgia Inst1tute of Technology/Georgia
Tech Applied Reaea.rch Corporation!Geor-
g1a Tech Reaea.rch bultitute, Atlanta,
Georgia

12. Hanford Env1rcmnental Health FOllIlda-
tion. Richland, Waah1ngton

13. !IT Reaea.rch Inat1tute, Chicago, Ill1nols
14. Inetltute or Gal! Teohnology, Chicago, D-
l1nolB

15. ln8t1tute for DefeMe Analysis, Alexan-
dria., Virginia

16. LMI, MoLean, Virginia
17. Mitre Corpora.tlon, Bedford, Ma.seachu-
eetta

18. Nob115,Inc •. FallB Church, Virginia
19. National Radiological ABU'onoDlYObserv-
atory, Green BAnk,West VirginiA

20. National Renewable Energy Laboratory.
Golden, Colorado

21. Oak Ridge A880c1ated Unlversitiee. Oak
Ridge, TeDDelll!6S

22. Rand CorporatJ.on, Banta Monica, Call-
Cornia

23. ReBearch TriJm&'le In8titute, Resea.rch
TrIangle Park, North Carolina

24. Rive1'll1deReaearch institute, New York,
NewYork

25. South Carolina Research Authority
(SORA), Charleston. Bouth Carolina

26. Southern Research lnBt1tute, Bir-
mingham, Alabama

27. Southwest ReIlea.l'chlnBt1tute. Ba.n Anto-
nio. Texas

28. BRl Int.ern&t1onal. Menlo Park. California
29. Byracue Research Corporation. Syra-
cuse, New York

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

30. Univera1ties Research ABBOci&tion.Incor-
porated (National Acceleration Lab), Ar-
gonne. Dltnois

31. Urban Inetitute. WaBhine'tOnDC
32. Non-profit 1n8urance companies. suob as
Blue Crose and Blue Shield Organtzatlons

33. Other non-profit o~a.nIza.tiona as nego-
tiated with Federal awa.rd1ngagencies

APPENDIX IX TO PART 200-HOBPlTAL
COST PRINCIPLES

Based on initial feedback, OMBproposes to
establiBh a review procees to consider emt-
lng hospital ooat determine how beet to up-
date and a.lign them with this Part. Until
Buch time lIB revlBed guidance is proposed
and implemented ror hospitals, the emting
prlnclples located at 46 CFR Part 75 Appen-
dix E, entitled "Principles for Determining
Cost Applicable to Reeearch and Develop-
ment Under Grants Il.IIdContracts with Hos-
pitals." remain in eCfect.
[78 FR 78608. Dec. 26, 2013, as amended at 79
FR 75889, Dec. 19, 2014]

APPENDIXX TO PART 200-DATA
COLLlWl'IONFORM (FORM SF-SAC)

The Data Collection Form SF-SAC is
ava1lable on the FAC Web site.

ApPENDIXXI TOPART 2OO--COMl'LlANCE
SUPPLEMENT

The compliance IlUllplement ill available on
the OMB Web site: (e.g, for 2013here http://
wlDW.1Dhitehou,e.gotJlombIciTc:ulaTsI)

PARTS 201-299 [RESERVED]
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 5704000 • 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 Cilnical Health Act (HITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement") is made and
entered .as of -:\\.:1\'1 13 20~ by and between
M.€-i-~ \t2£c..~ Amg.y'ICC,- oi \.;,):..AIYJG-uJ ,a 19J; fp,' Qlt~ /.JC>1.Q''*'+
[corporation, partA9FShip, dba}, whose business address IS
,at c( {,I U+ (.)"1--

(hereinafter referred to as "Business As oeiate"), and 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 "HITECH 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 Code of Federal Regulations, and under the
HITECH Act.

ATIACHMENT ~ .
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Business Associate Agreement
Page 2

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.
a. Non-disclosure. Business Associate agrees to not use or disclose

protected health information other than as permitted or required by
the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

c. Mitigation. Business Associate agrees to mitigate, to the extent
practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agreement.

d. Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by Business Associate not permitted by this Agreement,
any security incident. involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.
1. Business Associate shall provide the following information in

such notice to Covered Entity:
(a) The identification of each individual whose unsecured

protected health information has been, or is
reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected
health information acquired, accessed, used or
disclosed in the breach (e.g., full name, social security
number, date of birth, etc.);

(d) The identity of the person who made and who
received (if known) the unauthorized acquisition,
access, use or disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
identification of each individual whose unsecured
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Business Associate Agreement
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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

AIT ACHMENT ......• f._ .....
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Business Associate Agreement
Page 4

agrees to promptly make any amendment(s) to protected health
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

i. Internal Practices. Business Associate agrees to make internal
practices. books, and records, including policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary determining the
Business Associate's compliance with the Privacy Rule.

j. Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECH Act.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 20) of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

3. PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate,
provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the

ATI ACHMENT i?: .
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502(j)(1).

4. PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out
of pocket in full for the health care item or service to which the
protected health information solely relates.

c. Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information,
except with the prior written consent of Covered Entity and as
permitted by law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate.

5. OBLIGATIONS OF COVERED ENTITY.
a. Notification of Limitations in Notice of Privacy Practices. Covered

Entity shall notify Business Associate of any limitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate's use or disclosure of protected health
information.

b. Notification of Change or Revocation of Permission. Covered entity
shall notify Business Associate of any changes in, or revocation of,
permission by individual to use or disclose protected health
information, to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.

c. Notification of Restrictions. Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health
information.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity, except that this restriction is not intended

E:.
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and shall not be construed to limit Business Associate's capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7. TERM AND TERMINATION.
a. Tenn. The term of this Agreement shall be effective upon

execution, and shall terminate when all of the protected health
information provided by Covered Entity to Business Associate, or
created or received by Business Associate on behalf of Covered
Entity, is destroyed or returned to Covered Entity, or, if it is
infeasible to return or destroy protected health information,
protections are extended to such information, in accordance with
the termination provisions in this Section.

b. Termination for Cause. Upon either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c. Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that
returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health
information to those purposes that make the return or

AIT ACHMENT ...••••~ •..- ••-
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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,
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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.
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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.

M€-n}J Hfcd+tl \bv1u.(C;, t ~ LL:' fhv,f~
(Name of Business Associate)

a W ~1'I'\(h. l)c"\:\ t;d~+
:~2IQdWiVJ(;lid~yal)

Title: t?~S)DW'l- ~ c.tO
______ ,20_ By _

Title:. _

CITY OF LONG BEACH, a municipal
corporation

EXECUTED PURSUANT
~ TO SECTION 301 OF

By-=:::::::::: / THE CITY CHARTER.

City Manager or designee
Assistant City Manager

"City"

f'A.,~ The l?'ll0ing Agreement is hereby approved as to form thistpi--day of

~,20Jb'
CHARLES PARKIN, City Attorney

By ~-ep-u-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," "partlcipant." "person," "primary covered transaction,"
'principal," "proposal,' and "voluntarily excluded,· as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549.

4. The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled "Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions," without
modification, in all lower tier covered transactions and in all solicitations for lower tier
covered transactions.

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred, suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification is erroneous. A participant may decide the method and frequency by
which it determines the eligibility of its principals. Each participant may, but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this
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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.
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570-01000 • 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 Form to Report Lobbying" in accordance with its instructions.
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CERTIFICATION REGARDING LOBBYING
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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:U\(i! Y2.\,jCiO;:llSU \; Contract Agency: N..~.\c<.J \1ta 0-l! f\m&., Ct, ck lc s ~fG s

epresentative:~ \ t> tp \ LO N) ~

'0 '3} \
Date
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