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CONTRACT FOR CONTINUUM OF CARE

34343
THIS CONTRACT FOR CONTINUUM OF CARE PROGRAM (this

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

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

Beach at its meeting on June 9, 2015, by and between UNITED STATES VETERANS

INITIATIVE, a California nonprofit corporation ("Organization"), whose address is 2001

River Avenue, Long Beach, California 90810, and the CITY OF LONG BEACH, a municipal

corporation (the "City").

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

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

deals with the needs of the homeless; and

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

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

residents; and

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

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

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

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

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

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

program accountability by the City;

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

herein, the parties agree as follows:

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

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

27 the Grant Agreement.

28 III
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Section 2.

A. Organization shall provide supportive services in conjunction

with housing, outreach and assessment, transitional housing and supportive

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

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

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

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

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

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

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

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

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

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

Information in Compliance with the Health Insurance Portability and Accountability

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

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

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

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

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

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

reference.

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

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

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

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

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

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

Section 3. The term of this Contract shall be the Operational Year

2
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beginning on July 1, 2016 and ending on June 30, 2017, including an additional 6-month

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

Section 4.

A. Organization shall affirmatively and aggressively use its best

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

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

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

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

services under this Contract.

8. Total disbursements made to Organization under this Contract

by the City shall not exceed Two Hundred Forty Thousand Three Hundred Thirty-

Two Dollars ($240,332) over the term of this Contract. Upon execution of this

Contract, the City shall disburse funds payable hereunder in due course of

payments following receipt from Organization of billing statements in a form

approved by the City showing expenditures and costs identified in Attachment "8".

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

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

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

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

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

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

stated in Attachment "8" to be exceeded.

D. Organization shall prepare monthly invoices and submit them

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

provided services. Organization shall attach cancelled checks and other

documentation supporting the charges and the amount of required matching funds

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

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

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

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

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

unauthorized expense of funds requiring written approval for budget changes or

mod ifications.

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

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

documentation supporting the charges incurred and required matching funds for all

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

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

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

invoices will be slightly slower during that time.

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

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

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

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

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

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

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

reimbursement to Organization due to failure of Organization to submit required

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

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

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

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

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

in loss of reimbursement of funds.

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

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

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

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

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

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

expenses in the invoice.

Section 5.

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

Contract shall be kept in accordance with generally accepted accounting principles

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

improperly used.

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

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

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

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

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

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

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

otherwise expressly stated by the representative.

C. Organization shall comply with HUD's Homeless Management

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

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

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

that comply with HMIS data and HUD reporting requirements.

D. If Organization spends Seven Hundred Fifty Thousand Dollars

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

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

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

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

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

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

financial statement is required.

Section 6.

A. Organization will maintain the confidentiality of records

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

treatment services through the project.

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

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

person responsible for the operation of such project.

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

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

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

services to individuals and families experiencing homelessness.

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

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

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

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

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

authorized under subtitle B of title VII of the Act.

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

suspended from doing business with the Federal Government.

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

as required by HUD.

Section 7.

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

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

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

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

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

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

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

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

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

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

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

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

employment, employment advertisements, application forms and other pertinent

7
RCZ:b9 A16-01890
L:lApps\CtyLaw32\WPDocs\D029\P026\00651513.docx



1

2

3

4

5

6

7

8

9

10

11
0tt >-.Q

12Z~LL'<tO::.......c(O
o:§~~
I- <l::.•...._N 13I- >-"00<l::~roCXl
>-U>o
I- _Q)0l 14-Z3<l::uSZouWo::COI<l::C:.c 15I-a..m~
LLU)UQ)Owocow-l-o 16uO::IIlc:
-<l::~OLLI -l
LLUC') 17o C')C')

18

19

20

21

data and records for the purpose of investigation to ascertain compliance with the

fair employment practices provisions of this Contract.

Section 8.

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

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

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

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

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

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

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

any purpose.

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

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

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

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

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

benefits or privileges of City employees.

Section 9. This Contract contemplates the personal services of

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

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

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

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

23 assignment or delegation.

24 Section 10.

25 A. Organization shall indemnify, protect and hold harmless City,

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

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

28 obligations, causes of action, proceedings, awards, fines, judgments, penalties,
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costs and expenses, arising or alleged to have arisen, in whole or in part, out of or

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

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

omissions or misrepresentations committed by Organization, its officers,

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

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

individually "Claim").

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

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

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

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

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

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

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

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

requested, in the defense.

Section 11.

A. Organization shall procure and maintain at Organization's

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

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

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

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

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

subcontractors.

(1) Commercial general liability insurance (equivalent in scope

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

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

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

contractors liability, and products and completed operations liability. The

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

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

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

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

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

Commission, and their officials, employees and agents.

(2) Workers' Compensation insurance as required by the

California Labor Code.

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

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

(4) Professional liability or errors and omissions insurance in

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

(5) Commercial automobile liability insurance (equivalent in

scope to ISO form CA 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

10
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City's Risk Manager will consider waiving the requirement if Organization can

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

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

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

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

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

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

case by case basis.

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

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

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

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

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

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

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

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

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

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

voided by the insurer or cancelled by the insured.

C. Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

Contract maintain insurance in compliance with this Section unless otherwise

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

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

Organization shall deliver to the City certificates of insurance and required

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

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

28 person authorized by that insurer to bind coverage on its behalf. In addition,

11



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

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

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

28 individuals during the term of this Contract.
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Organization, shall, within thirty (30) days priorto expiration of this insurance, furnish

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

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

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

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

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

relating to the insurance coverage required herein.

E. Any modification or waiver of these insurance requirements

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

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

may require that Organization, Organization's contractors and subcontractors

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

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

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

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

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

Section 12.

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

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

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

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

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

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

terminate in accordance with 24 CFR Part 578.81.
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C. Organization shall comply with all requirements of the City's

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

renovations using grant funds.

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

Development Services has completed an environmental review under 24 CFR Part

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

Organization of the completion and conditions of said environmental review.

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

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

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

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

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

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

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

or denominational institution or organization or an organization operated for

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

religious or denominational institution or organization.

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

in the following conduct:

(a) discriminate against any employee or applicant

for employment on the basis of religion;

(b) discriminate against any person seeking housing

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

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

religion;

(c) provide religious instruction or counseling,

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of

13
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services or the use of facilities and furnishings;

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

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

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

sectarian religious symbols or decorations.

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

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

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

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

a religious or faith-based organization.

(1) Organization may not engage in inherently religious

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

the programs or services funded under this Contract.

If Organization conducts such activities, the activities must be

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

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

of the HUD funded programs or services.

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

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

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

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

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

proselytization.

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

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

icons, scriptures, or other religious symbols.

A religious or faith-based organization retains its authority over

its internal governance, and it may retain religious terms in its organization's

14
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name, select its board members on a religious basis, and include religious

references in its organization's mission statements and other governing

documents.

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

providing program assistance, discriminate against a program beneficiary or

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

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

construction or rehabilitation of structures to the extent that those structures

are used for inherently religious activities.

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

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

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

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

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

are attributable to eligible activities in accordance with the cost accounting

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

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

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

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

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

regulations governing real property dispositions.

H. Organization shall provide homeless individuals and/or families

with assistance in obtaining:

(1) Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

treatment, counseling, supervision and other services essential for achieving

independent living; and

(2) Other Federal, State, and local private assistance

15
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available for such individuals, including mainstream resources.

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

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

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

5 by HUD.

6 J. Organization shall execute a Certification Regarding

7 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

16
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1 shall be deemed given on the date personal delivery is made or the date shown on the

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

3 manner as stated for other notices.

4 Section 16. The City Manager or hislher designee is authorized to

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

hislher designee in connection with this Contract shall be final.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

26 III

27 III

28 III
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UNITED STATES VETERANS
INITIATIVE, a California nonprofit
corporation

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

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

"City"

This Contract is approved as to form on ~_I...c~~ ,2016.

_____ ~"'--'/_·""""'_3 , 2016

S/3_______ -=-- , 2016

__ ft_ItJ+--'-_3__ ,2016
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BY-~L-F:..=....::.r=-:=--f-=::;:;---------
Name....,..;.·~0:::!....3..:ll4_--=....:..!.!..Jo...l4..JL.....!...- _

Title._.!C..l.~!£...l..I~~~~~"'-L.- _

BY-~-.!-----,r=---=f---------
Name~.L!....:.::!.....!J..""""----L~~l...L..lL.- _
Title l..xe(vnveD, ret toe

"Organization"

CITY OF LONG BEACH, a municipal
corporation

EXECUTED PURSUANT
TO SECTION 301 OF
THE CITY CHARTEr••

City Manager
Assistant City Manager

CHARI..&t:;::»J"':~~I~, City Attorney

By _~~~~========------- _
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City of Long Beach
2015 Continuum of Care (CoC) Program

Scope of Work

Agency: United States Veterans Initiative Project Name: Veterans in Progress (VIP)

HUD Grant: CA0651U9D061508 CLB Contract: ..:...P.=E..:.,:N.=D..:..:.IN..:...;G:::....-II

Program Objective: Veterans in Progress (VIP) provides supportive services for 48 Transitional Housing (TH)
beds for homeless/chronically homeless veterans with standardized goals of 71% exiting to permanent housing,
54% of increasing income, and 90% project utilization. Leasing is leveraged; not funded by the CoCo VIP has
operated for 15 years, providing a therapeutic community that enables homeless vets to successfully transition to
permanent housing. In recent years, more Americans have been in military combat situations than at any time
since the Vietnam War. While we seek to prevent homelessness, it is expected that some will still occur. Recently
discharged and other veterans will continue to be in need of the therapeutic community model to stabilize in a
safe, supportive environment among their peers. Many have mental and/or physical health issues often due to
military service to include Post-Traumatic Stress, Traumatic Brain Injury, Major Depression, as well as addictions.
The rate of veteran suicide continues to be 50% higher than non-veterans with an average of 22 veterans
committing suicide each day. Lack of affordable housing in Long Beach and no/low income remain a problem. All
these conditions are exacerbated by homelessness and are also often the reason as well. U.SVETS
provides low-barrier/low-demand TH along with client-centered case management to alleviate these barriers.
Staff support clients to develop an Individual Stability Plan with short and long-term goals and conduct various life
skills activities. VIP has 8 tracks which are assigned based on the client's primary focus yet services of all tracks
are available. Employment for increasing earned income through job development; Alternative for acquiring
mainstream benefits; Educational for vocational rehabilitation or certification programs; Well ness to stabilize
mental health condition(s) in collaboration with the VA; Rapid Rehousing for short term staging for those who may
be co-enrolled in the VA SSVF program; Assessment to quickly provide a bed to properly assess needs before
assigning track or referring to other housing; Treatment for structured addiction treatment; and Modified for those
not in formal treatment yet need another form of addiction help. VIP coordinates with the VA and the CoC
centralized assessment system and ensures HMIS data quality. Participants also have access to SSI/SSDI TA
through the local SOAR initiative led by Help Me, Help You, a partner co-located at the MSC.

Utilizing the Housing First model, there are no preconditions to program entry (no requirements for sobriety time,
entering treatment, or income, etc.). Service participation and abstinence or harm reduction is encouraged but not
required.

Project Outcomes/Performance Measures

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

34 71%48

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

2 26 54%48

Persons who utilize the project during the
operating year.3 90%48 43

Note: Universe number reflects project participant chart PIT

ATTACHMENT .ft .
PAGE 1....OF 1 PAGES



City of Long Beach
Department of Health and Human Services

Homeless Services Division
Continuum of Care Program: Scope of Work

Coordinated Entry System
(CES)

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

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

Outreach and
Engagement

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

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

Prioritization for
Permanent Supportive
Housing (PSH) Placement

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

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

ATIACHMfNT A......... 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.

,',c'eo',,;.· ~.,·:<:i,t' .; :u~~15~0~~~~z·:;~;1~~~;;Y~#~f~Y;:r;~~~';;.;fiit_~~_.., , ·s ,<
Increase the number of persons exiting to permanent housing

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

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

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

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

90%housing projects
~ Fillvacancies within five (5) business days

Persons age 18 or older increase employment income during operating year
20%~ Homeless adults being served in CoCprojects increase their earned income from year to year

and between their enrollment in the system and their exit
Persons age 18 or older increase other cash income during operating year

~ Homeless adults being served in CoCprojects increase their other income (i.e. GR,551,SOAR, 54%
TANF,VABenefits) from year to year and between their enrollment in the system and their exit

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

Reduce the length of time persons remain homeless lB - less than
~ Change in the average and median length of time persons are in emergency shelter, transitional 9 months

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

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

shelter or transitional housing programs)
,.:.,>~;>;.;o'. "~;:iOMi;BEACH PERFORMANCE OBJECTIV£S "

Reduce the length of stay in Transitional housing project
less than 9~ Reduction of persons who are moving from transitional housing to permanent housing in less
monthsthan 9months. Expedite permanent housing placements in less than 9 months from entry,

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

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

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

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

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

a Where they are entering into the long Beach CoC- tributaries to homelessness,
a 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,

[
ATTACHMENT K .
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EXHIBIT 1a

FEDERAL REGISTER
Vol. rr
No. 147

Tuesday,
July 31, 2012

Part II

Department of Housing and Urban
Development
24 CFR Part 678
Homeless Emergency Assistance and Rapid Transl1lon to Housing:
Continuum of Care Program; Interim Final Rule
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45422 Federal Register I Vol. 77, No. 147 I Tuesday, July 31, 2012/Rules and Regulations

DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

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

RIN 2506-AC29

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

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

SUMMARY: The Homeless Emergency
Assistance and Rapid Transition to
Housing Act of 2009 (HEARTHAct),
enacted into law on May 20,2009,
consolidates three of the separate
homeless assistance programs
administered by HUDunder the
McKinney-Vento Homeless Assistance
Act into a single grant program, and
revises the Emergency Shelter Grants
program and renames it the Emergency
Solutions Grants program. The HEARTH
Act also codifies in law the Continuum
of Care planning process, a longstanding
part ofHUD's application process to
assist homeless persons by providing
greater coordination in responding to
their needs. The HEARTHAct also
directs HUn 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 Yoar
(FY)2012 funding for HUDcan more
quickly be disbursed, consistent with
the HEARTHAct requirements, and
avoid any disruption in current
Continuum of Care activities.
DATES: Effective Date:August 30, 2012.

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

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

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

2, Electronic Submission of
Comments. Interested persons may
submit comments electronically through
the Federal eRulemaking Portal at
www.regukitions.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 BUD, 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.
Notel To receive consideration as public

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

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

Public Inspection af Public
Comments. All properly submitted
comments and communications
submitted to BUD will be available for
public inspection and copying between
8 a.m, and 5 p.m. weekdays at the above
address. Due to security measures at the
BUD 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, OC 20410-7000; telephone
number 202-708-4300 (this is not a toll-
free number). Hearing- and speech-
impaired persons may access this
number through TTYby calling the

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

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

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

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

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

1. General Provisions (Subpart Aj:
The Continuum of Care program
includes transitional housing,
permanent supportive housing for

c.
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disabled persons, permanent housing,
supportive services, and Homeless
Management Information Systems
(HMIS). To implement the program,
HUD had to define several key terms. In
particular, HUD distinguishes between
"Continuum of Care," "applicant," and
"collaborative applicant." A .
"Continuum of Care" is a geographically
based group of representatives that
carries out the planning responsibilities
of the Continuum of Care program, as
set out in this regulation. These
representatives come from organizations
that provide services to the homeless, or
represent the interests of the homeless
or formerly homeless. A Continuum of
Care then designates certain
"applicants" as the entities responsible
for carrying out the projects that the
Continuum has identified through its
planning responsibilities. A
"Continuum of Care" also designstes
one particular applicant to be a
"collaborative applicant." The
collaborative applicant is the only entity
that can apply for a grant from HUn 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-terin rental
assistance to individuals and families at
risk of homelessness. This is the only
time that Continuum of Care funds may
be used to serve individuals and
families at risk of bomelessness.

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
HEARTHAct 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, 88 well as those who are
selected for Continuum ofGare funds.
After having been selected for funding,
grant recipients must satisfy certain
recordkeeping requirements so that
HUD can assess compliance with the
program requirements. For any
amendments to grants after the funds
have been awarded. HUn has
established a separate amendment
procedure. As appropriate. HUD has
also established sanctions to strengthen
its enforcement procedures.
Benefits and Costs
This interim rule is intended to help

respond to and work toward the goal of
eliminating homelessness, This interim
rule provides greater clarity and
guidance about planning and
performance review to the more than
430 existing Continuums of Care that
span all 50 states and 6 United States
territories. As reported in HUD's Annual
Homelessness Assessment Report to
Congress, there were approximately 1.59
million homeless persons who entered
emergency shelters or transitional
housing in FY 2010. HUn serves
roughly half that many persons, nearly
800,000 annually, through its three
programs that will be consolidated into
the Continuum of Care program under
the McKinney-Vento Act as amended by
the HEARTHAct (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
ofthis rule, those FY 2012 funds will be
available for distribution, as governed
by these Continuum of Cere regulations.
I. Background-REARTII Act
On May 20, 2009, the President

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

implement the HEARTHAct with
rulemaking that focused on the
definition of "homeless." Hun
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
HEARTHAct, with the publication of
the proposed rule titled "Homeless
Management Information Systems
Requirements" (76 FR 76917), which
provides for uniform technical
raquirements 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, Hun's competitively awarded
homeless assistance grant funds were
awarded to organizations that
participate in local homeless assistance
program planning networks referred to
as a Continuum of Care, a system
administratively established by HUD in
1995. A Continuum of Cere is designed
to address the critical problem of
homelessness through a coordinated
community-based process of identifying
needs and building a system of housing
and services to address those needs. The
approach is predicated on the
understanding that homelessnes8 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 R.ule
As amended by the HEARTH Act,

Subpart C of the McKinney-Vento
Homeless Assistance Act establishes the
Continuum of Care program. The
purpose of the program is to promote
communitywide commitment to the
goal of ending homelessness; provide
funding for efforts by nonprofit
providers, and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the trauma and dislocation
caused to homeless individuals,
families, and communities by
homelessness; promote access to and
effective utilization of mainstream
programs by homeless individuals and
families; and optimize self-sufficiency
among individuals and families
experiencing homelessness.
This interim rule 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 HMlS, HMIS is not
new to many HUD grantees. Until
regulations for HMlS are promulgated in
final, grantees should continue to follow
HUD's existing HMIS instructions and
guidance.
The following provides an overview

of the proposed rule.
General Provisions (Subpart A)

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

Definitions. The interim rule adopts
the definitions of "developmental
disability," "homeless," "homeless
individual," and "homeless person"
established by the December 5, 2011
Defining Homeless final rule. Public
comments have already been solicited
and additional public comment is not
solicited through this rule. The
December 5, 2011, final rule was
preceded by an April 20, 2010,
proposed rule, which sought public
comment on these definitions. The 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 01 coordinated
assessment system is defined to mean a
centralized or coordinated process
designed to coordinate program
participant intake, assessment, and
provision of referrals. A centralized or
coordinated assessment system covers
the geographic area, is easily accessed
by individuals and families seeking
housing or services, is well advertised,
and includes a comprehensive and
standardized assessment tool. This
definition establishes basic minimum
requirements for the Continuum's
centralized or coordinated assessment
system. .

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

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

Private nonprofit organization is
based on the statutory definition for
"private nonprofit organization." The
term "private nonprofit organization" is
defined in section 424 of the McKinney-
Vento Act as follows: "The term 'private
nonprofit organization' means an
organization: '(A) No part of the net
earnings of which inures to the benefit
of any member, founder, contributor. or
individual; (B)that has a voluntary
board; (C) that has an accounting
system, or has designated a fiscal agent
in accordance with requirements
established by the Secretary; and (D)
that practices nondiscrimination in the
provision of assistance.' " In RUD's
regulatory definition of "private
nonprofit organization," RUD clarifies
that the organization's accounting
Systemmust be functioning and
operated in accordance with generally
accepted accounting principles. RUD
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. RUD's regulatory
definition of "permanent housing"
states: "The term 'permanent housing'
means community-based housing
without a designated length of stay, and
includes both permanent supportive
housing and rapid re-housing."
Additionally, in the regulatory
definition of "permanent housing,"
HUD clarifies that to be permanent
housing. "the program participant must
be the tenant on a lease for a term of at
least one year that is renewable and is
terminable only for cause. The lease
must be renewable for terms that are a
minimum of one month long. 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 HUD's definition
of "project" in this interim rule, the
eligible activities described in section
423(a) of the McKinney-Vento Act have
been identified. In the regulatory text,
HUDhas clarified that it is a group of
one or more of these eligible costs that
are identified as a project in an
application to HUD for Continuum of
Care funds.

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

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

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

Subrecipient is defined to mean a
private nonprofit organization, State or
local government, or instrumentality of
a State or local government that receives
a subgrant from the recipient to operate
a project. The definition of
"subrecipient" is consistent with the
definition of "project sponsor" found in
section 401 of the McKinney-Vento Act,
but does not track the statutory
language. To be consistent with the
Emergency Solutions Grants pr:ogram
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.

Tronsitional housing 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 JDovement of
individuals and families experiencing
homelessness to permanent housing
within 24 months or such longer period
as the Secretary determines necessary."
The definition has been expanded to
distinguish this type of housing from
emergency shelter. This distinction is
necessitated by the McKinney-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 {UFAjmeans
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 RUD'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 HEARTHAct is to codify the
Continuum of Care planning process.
Consequently, under this interim rule,

ATTACHMENT ~.-- --.
PAGE __.. 1£._._. OF .._Ii~... PAGES



Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations 45427

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

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

Establishing the Continuum of Care.
In order to be eligible for funds under
the Continuum of Care program,
representatives from relevant
organizations within a geographic area
must establish a Continuum of Care. As
discussed earlier in this preamble, this
body is responsible for carrying out the
duties identified in this interim
regulation. Representatives from
relevant organizations include nonprofit
homeless assistance providers, victim
service providers, faith-based
organizations, governments, businesses,
advocates, public housing agencies,
school districts, social service 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, Hun
expects a representative of the
organization to be a part of the
Continuum of Care.

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

Continuum. Hun 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.
HUD is considering four additional

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

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

establishes requirements within these
three major duties.

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

inclusive and fair. HUD has established
eight duties required of the Continuum
necessary to effectively operate the
Continuum of Care. 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 Hun 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,
HUn 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
famUy with the most appropriate
resources available to address that
individual or family'S particular needs.
Therefore, HUD has required, through

this interim rule, each Continuum of
Care to develop and implement 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 where individuals and
families must be present to receive
homeless services; a 211 or other hotline
system that screens and directly
connects callers to appropriate homeless
housing/service providers in the area; a
"no wrong door" approach in which a
homeless family or individual can show
up at any homeless service provider in
the geographic area but is assessed using
the same tool and methodology so that
referrals are consistently completed
across the Continuum of Care; a
specialized team of case workers that
provides assessment services to
providers within the Continuum of
Care; or in larger geographic areas, a
regional approach in which "hubs" are
created within smaller geographic areas.
HUD intends to develop technical
assistance materials on a range of
centralized and coordinated assessment
types, including those most appropriate
for rural areas.
HUD recognizes that imposing a

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

Specific request for 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 stelking, 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.
HUn 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 HUDasks
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 ensur~ safety and
confidentiality for individuals and
families who are fleeing or attempting to
flee domestic violence situations? How
should those additional standards be
implemented to ensure that victims of
domestic violence have immediate
access to housing and services without
increasing the burden on those victims?
For communities that already have
centralized or coordinated assessment
systems in place, are victims of
domestic violence and/or domestic
violence service providers integrated
into that system? Under either scenario
(they are integrated into an assessment
process or they are not integrated into
it), how does your community ensure
the safety and confidentiality of this
population, as well as access to
homeless housing and services? What
HUD-sponsored training would be
helpful to assist communities in
completing the initial assessment of
victims of domestic violence in a safe
and confidential manner?
In addition to comments addressing

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

the requirement to establish and
consistently follow written standards

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

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

Continuum 01 Gare planning. The
Continuum is responsible for
coordinating and implementing a
system for its geographic area to meet
the needs of the homeless population
and subpopulations within the
geographic area. The interim rule
defines the minimum requirements for
this systematic approach under
§578.7(c)(1), such as emergency
shelters, rapid rehousing, transitional
housing, permanent supportive housing,
and prevention strategies. Because there
are not sufficient resources available
through the Continuum of Care program
to prevent and end homelessness,
coordination and integration of other
funding streams, including the
Emergency Solutions Grants program
and mainstream resources, is integral to
carrying out the Continuum of Care
System.
HUD has determined that since the

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

explicitly provided in section 402(0 of
the Act, HUD has included them to
facilitate and clarify the Continuum of
Care planning process. Consistent with
the goals of the HEARTH Act, HUn'
strives, through this interim rule, to
provide a comprehensive, well-

ATTACHMENT •••••~ •••••••-.
PAGE •__.~ ••••• OF __.~~._. PAGES



Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations 45429

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

prlorities for funding projects within the
geographic area and determine the
number of applications being submitted
for funding. As previously noted in this
preamble, sinca 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 tho
other eligible applicants and for all
projects within the geographic area that
the Continuum has designated. If only
one application is submitted by the
collaborative applicant, the
collaborative applicant will collect and
combine the required application
information from all projects within the
geographic area that the Continuum has

designated for funding. The
collaborative applicant will always be
the only applicant that can apply for
Continuum of Care planning costs. In
the case that there is one application for
projects, the recipient of the funds is
required to have signed agreements with
its subrecipients as set forth in
§ 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 tho UFA for the
Continuum. The interim rule establishes
the criteria HUDwill use when
determining whether to designate the
collabomtive 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 consistent with tho 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
collabomtive 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 tho
geographic area that the Continuum
represents. In essence, the Continuum of
Care acts as a consortium, and it is
therefore HUD's position that the
inclusion of consortiums in the interim
rule would be redundant.

Determining the 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, HUD is required
to publish, by regulation, the formula
used to establish grant amounts. The
need formula under §579.17(a)(2) and
(3) satisfies this requirement, and HUD
specifically seeks comment on this .
formula. HUDwill announce the PPRN
amounts prior to the publication of the
NOFA on its Web sito.
To establish the amount on which the

need formula is run, HUD will deduct
an amount, which will be published in

AIT ACHMENT ._._•.c. . _
PAGE ~ . OF ..!t..~.PAGES



45430 Federal Register/Vol. 77, No. 147/Tuesday, July 31, z01Z/Rules and Regulations

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

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

Tho 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 ony odjustments 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
Nead (FPRN), which is the higher of:
(1) PPRN, or (2) renewal demand for the
Continuum of Care. The FPRN
establishes the base for the maximum
award amount for the Continuum of
Care..

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

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

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

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

Awarding funds. HUDwill 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, m.m will withdraw
its offer of the award. These conditions
include establishing site control,
providing proof of match, complying
with environmental review under
§ 578.31, and documenting financial
feasibility within the deadlines under
§578.21(a)(3).HUb has included in the
interim rule the deadlines for conditions
that may be extended and the reasons
for which HUDwill consider an
extension.

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

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

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

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

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

would not be eligible under the
Continuum of Care program. For
projects that would no longer be eligible
under the Continuum of Care program
(e.g., safe havens), but which are serving
homeless persons; 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 yeu 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 of the Act.
Consistent with HUD's use of the term

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

of consistency with a consolidated plan
withheld, that applicant may appeal
such a decision to HUD. HUD has
established a procedure to process the
appeals and no later than 45 days after
the date 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 HUDby 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 tho Continuum's application. IfHUD
finds that the solo applicant was not
permitted to participate in the
Continuum of Care process in a
reasonable manner, then HUDmay
award the grant to that solo applicant
and may direct the Continuum to take
remedial steps to ensure reasonable
participation in the future. HUDmay
also reduce the award to the
Continuum's applicant(s).
Section 422(hJ(1) of the McKinney-

Vento Act requires that "HUD establish
a timely appeal procedure for grant
amounts awarded or denied under this
subtitle to a collaborative application."
The interim rule sets an appeal process
for denied or decreased funding under
§578.35(c). Applicants that are denied
funds by HUD, or that requested more
funds than HUD awarded, may appeal
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by filing a written appeal within 45 days
of the date of HUD's announcement of
the award. HUDwill notify applicant of
its decision on the appeal within 60
days of the date of HUn's receipt of the
written appeal.
Program Components and Eligible Costs
(Subpart D)

Program components. The interim
rule provides that Continuum of Care
funds may be used for projects under
five program components: Permanent
housing, transitional housing,
supportive services only, HMIS, and, in
some cases, homelessness prevention.
Administrative costs are eligible under
all components. Where possible, the
components set forth in the Continuum
of Care program are consistent with the
components set forth under the
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, HUDhas

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

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

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

HMIS component is for funds that are
used by HMIS Leads only. Eligible costs
include leasing a structure in which the
HMIS is operated, operating funds to
operate a structure in which the HMiS
is operated, and HMIS costs related to
establishing, operating, and customizing
a Continuum of Care's HMIS.
As set forth in Section 424(c) of the

McKinney-Veto Act, Continuum of Care
funds may be used only for the

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

Planning activities. Under this interim
rule, HUD lists eligible planning costs
for the Continuum of Care under
§578.39(b) and (c), 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 plan(s)
for the geographic area(s). Under section
423 of the McKinney-Vento Act, a
collaborative applicant may use no more
than 3 percent oftotal funds made
available to pay for administrative costs
related to Continuum of Care planning.
HUD is defining "of the total funds

made available" to mean FPRN, the
higher of PPRN or renewal demand, in
the interim rule. 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 CoCs
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 (;pC planning costs.
UFA costs include costs associated with
ensuring that all financial transactions
carried out under the Continuum of
Care program are conducted and records
maintained in accordance with
generally accepted accounting
principles, including arranging for an
annual survey, audit, or evaluation of
the financial records of each project
carried out by a subrecipient funded by
a grant received through the Continuum
of Care program. The funds made
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available to UFAs related to establishing
fiscal controls will be added to a CoC's
FPRN to establish the cae maximum
award amount.

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

funds may not be used tolease units or
structures owned by the recipient,
suhrecipient, their parent
organization(s), any other related
organization(s). or organizations that are
members of a partnership where the
partnership owns the structure, unless
HUD authorizes an exception for good
cause. The interim rule establishes
minimum requirements that a request
for an exception must include. These
exceptions are based on RUD'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 of rent; medium-term, for 3 to
24 months of rent; and long-term, for
longer than 24 months of rent. This

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

rental housing available for funding
under the Continuum of Care program,
one 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 0

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 McICinney-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, BUD has clarified

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

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

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

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

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

services" in section 401(27) of the
McKinney-Vento Act includes the
provision of mental health services,
trauma counseling, and victim services.
HUDhas 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.

lndiiect 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. OMBCircular A-87 and the
regulations at 2 CFRpart 225 pertain to
"Cost Principles for State, Local, and
Indian Tribal Governments." OMB
Circular A-122 and the regulations
codified at 24 CFRpart 230 pertain to
"Cost Principles for Non-Profit
Organizations. "

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

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

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

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

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

demonstrate the following measures: (1)
That the mean length of homelessness
must be less than 20 days for the
Continuum's geographic area, or the
Continuum's mean length of opisodes
for individuals and families in similar
circumstances was reduced by at least
10 percent from the preceding year; (2)
that less than 5 percent of individuals
and families that leave homelessness
become homeless again any time within
the next 2 years, or the percentage of
individuals and families in similar
circumstances who became homeless
again within 2 years after leaving
homelessness was decreased by at least
20 percent from the preceding year; and
(3) for Continuums ofGare 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 HUDset 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 RUD's position that HPCs
should be addressing the needs of those
homeless individuals within their
communities prior to receiving
designation of a HPC 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. HUDUBeS
bed-coverage rates and service-volume
coverage rates as a proxy for measuring
the rate of inclusion of persons who are
present for services or housing in the
HMIS. This is a measurable standard,
and HUD defines the calculation in the
HMIS rule; therefore, the measurement
will be consistent between Continuums.
Continuums must use reliable data

from other sources and presented in a
narrative form or other format
prescribed by HUD to measure two
standards: Community action and
renewing HPC status. Section 424(d)(4)
of the McKinney-Vento Act establishes
another standard for HPCs, which is
"community action." This statutory
section provides that communities that
compose the geographic area must have
actively encouraged homeless
individuals and families to participate
in housing and services available in the
geographic area and included each
homeless individual or family who
sought homeless assistance services in
the data system used by that community
for determining compliance. HUD h811
defined "communities that compose the
geographic area" to mean the entire
geographic area of the Continuum. This
definition will also provide consistency
of measurement since most ofHUD's
measurements are across the entire
Continuum of Care geographic area.
HUD has further defined "actively
encourage" within this standard as a
comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geographic area. The measurement of
the last part of this standard, "each
homeless individual or family who
sought homeless assistance services in
the .data system used by that
community," will be measured using
reliable data from an HMIS and has
been discussed earlier in this preamble.
HUD has determined this will provide
clarity and ensure consistent
measurement across Continuums.
The interim rule provides that a

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

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

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

Matching. The HEARTHAct allows
for anew, 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 llPflies to administration
funds, as weI as Continuum of Care
planning costs and UFA's financial
management costs. All match must be
spent on eligible activities as required
under subpart D of this interim rule,
except that recipients and subrecipients

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

General operations. Recipients of
grant funds must provide housing or
services that comply with all applicable
State and local housing codes, licensing
requirements, and any other
requirements in the project's
jurisdiction. In addition, this interim
rule clarifies that recipienta 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) ofthe
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, BUD
welcomes comment on alternatives to
inspection of each unit that may be less
burdensome but ensure that the housing
provideq to a program participant is
decent, safe, and sanitary.
Under Section 578.75, General

Operations, subsection (h), entitled
"Supportive Service Agreements,"
states that recipients and subrecipients
may require program participants to
take part in supportive services so long
as they are not disability-related
services, provided through the project 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 servicos,
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
and expenditure deadline historically
imposed by the annual HUD
appropriations act. HUDmay reduce a
grant term to a term of one year if
implementation delays reduce the
amount of funds that can be used during
the original grant term.

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

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

HUD funds and participate in HUD
programs on an equal footing with other
organizations; that no group of
applicants competing for HUD funds
should be subject, as a matter of
discretion, to greater or fewer
requirements than other organizations
solely because of their religious
character or affiliation, or, alternatively,
the absence of religious character or
affiliation. HUD's general principles
regarding the equal participation of such
organizations in its programs are
codified at 24 CFR5.109. Program-
specific requirements governing faith-
based activities are codified in the
regulations for the individual HUD
programs. (See, for example, 24 CFR
574.300(c), 24 CFR582.115(c). and 24
CFR583.150(b).)
HUD's equal participation regulations

were prompted by Executive Order
13279, Equal Protection of the Laws for
Faith-Based and Community
Organizations, issued by President Bush
on December 12, 2002, and published in
the Feder" Register on December 16.
2002 (67 FR 77141). Executive Order
13279 set forth principles and
policymalcing criteria to guide federal
agencies in ensuring the equal
protection of the laws for faith-based
and community organizations.
Executive Order 13279 was amended by
Executive Order 13559 (Fundamental
Principles and Policymalcing Criteria for
Partnarships With Faith-Based and .
Other Neighborhood Organizations),
issued by President Obama on
November 17, 2010, and published in
the Federal Register on November 22,
2010 (75 FR 71319).
Executive Order 1~559 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 CUJTentor
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 the program, that organization
shall, within a reasonable time after the
date of the objection, refer the
beneficiary to an alternative provider.
Executive Order 13559 provides for

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

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

t The report Is .vail.ble at: http://
Ivww.whlt••hou •••.gov/sltes/d ••/auJt/fiJ ••s/upJoad./
finalfaithbas ••dworJdnggroupreport.pdf.
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religious content," that offers greater
clarity to the limitations placed on faith-
based organizations when using federal
funds for their supportive services.
Additionally, HUD is putting in place
through this rulemaking the provision of
Executive Order 13669 that directs the
referral to alternative providers.
Executive Order 13559 provides that if
a beneficiary or prospective beneficiary
of a social service progJ'!lDlsupported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time frame
after the date of the objection, refer the
beneficiary to an alternative provider.
While HUDwill benefit from OMB
guidance on other provisions of the
Executive Order, specifically those
which the Working Group is charged to
provide recommendations, the
"referral" provision of the Executive
Order is one that HUD believes it can
immediately put in place. HUDmay,
following receipt of public comment
and further consideration of this issue,
revise how recipients lind subrecipients
document the referral to other providers
when beneficiaries may assert
objections to the original provider. For
now, HUD is requiring that any
objections and any referrals be
documented in accordance with the
recordkeeping provisions of §578.013.
This section of the interim rule also

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

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

permanent supportive housing for hard-
to-house populations of homeless
persons must exercise judgment and
examine all circumstances in
determining whether termination is
appropriate. Under this interim rule,
HUDhas 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 Cere,
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 title II of the
Americans with Disabilities Act.
Section 578.93(b) explains when

recipients and subrecipients may
exclusively serve a particular
subpopulation in transitional or
permanent housing. As part of these
requirements, recipients must also
administer programs and activities
receiving federal financial assistance in
the most integrated setting appropriate
to the needs of qualified individuals
with disabilities. This "integration
mandate" requires that HUD-funded
programs or activities enable
individuals with disabilities to interact
with nondisabled persons to the fullest
extent possible. In reviewing requests
for funding through the Continuum of
Care NOFA, 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
subrecipients 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, §578.93(b)(2) states that the
housing may be limited to homeless
veterans, so long as admission is not
denied based on any membership in a
protected class; e.g., homeless veterans
with families must be admitted.
Similarly, housing may be limited to
domestic violence victims and their
families or persons who are at risk of
institutionalization, so long as
admission is not denied based on any
membership in a protected class.
Section 578.93(b)(3) states that

housing may be limited to families with
children.

Section 578.93(b)(1) states that, in
consideration of personal privacy,
housing may only be limited to a single
sex when such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex.
Further, §§578.93(b)(4) and (5) clearly

outline instances when sex offenders or
violent offenders may be excluded from
housing, and when projects providing
sober housing may exclude persons.
HUD's Section 504 regulations permit

housing funded under a particular
program to be reserved for persons with
a specific disability when a federal
statute or executive order specifically
authorizes such a limitation. Section
578.~3(b){6)states that if the housing is
assisted with funds under a federal
program that is limited by federel
statute or executive order to a specific
subpopulation, the housing may be
limited to that subpopulation.
Section 578.93(0)(7) provides

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

recipients may limit admission to or
provide a preference for the housing to
subpopulations of homeless persons and
families who need the specialized
supportive services that are provided in
the housing. The regulation contains the
following examples: Substance abuse
addiction treatment, domestic violence
services, or a high-intensity package
designed to meet the needs of hard-to-
reach homeless persons. However,
§578.93(b)(7) further states that while
tho housing may oHor 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, §570.93(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
liN/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 liN/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 570.93(e) incorporates the
"preventing involuntary family
separation" requirement set forth in
Section 404 of the McKinney-Veto Act

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

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

program requirements described in this
preamble, the interim rule sets forth
other program requirements by which
all recipients of grant funds must abide.
These include a limitation on the use of
grant funds to serve persons defined as
homeless under other federellaws,
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
§570.99. 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 Care program is to
increase the effectiveness with which
Continuums of Care, eligible applicants,
recipients, subrecipients, and UFAs
implement and administer their
Continuum of Care planning process.
Technical assistance will also improve
the capacity to prepare applications,
and prevent the separation of families in
projects funded under the Emergency
Solutions Grants, Continuum of Care,
and Rural Housing Stability Assistance
programs. Under this interim rule,
technical assistance means the transfer

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

Therefore, as needed, HUDmay
advertise and competitively select
providers to deliver technical
assistance. HUD may enter into
contracts, grants, or cooperative
agreements to implement the technical
assistance. HUn may 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.
Because these recordkeeping
requirements already went through a 60-
day comment period, HUD is not
seeking further comment on these
requirements. Additionally,
recordkeeping requirements with
similar levels of specificity apply to
documentation of "at risk of
homelessness" and these requirements
can be found in §576.500(c) of the
Emergency Solutions Grants program
interim rule published on December 5,
2011. Because the documentation
requirements pertaining to "at risk of
homelessness" were already subject to a
60-day public comment period, HUD is
not seeking additional comment on
these requirements. Further
requirements are modeled after the
recordkeeping requirements for the
HOMEInvestment Partnerships Program
(24 CFR92.500) 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 ofrecords pertaining to
any individual provided family violence
prevention or treatment services under
this program. The interim rule requires
written procedures to ensure the
security and confidentiality of all
records containing personally
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance.

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

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

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

III. Regulations for HUDHomeless
Assistance Programs Existing Prior to
Enactment of HEARTH Act
Because grants are still being

administered under the Shelter Plus
Care program and the Supportive
Housing program, the regulations for
these programs in 24 CFRparts 582, and
583, respectively, will remain in the
Code of Federal Regulations for the time
being. When no more, or very few,
grants remain under these programs,
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 HEARTHAct
regulations.
IV. Conforming Regulations
In addition to establishing the new

regulations for the Continuum of Care
program, HUD is amending the ,
following regulations, which reference
the Shelter Plus Care Program and the
Supportive Housing Program, to include
reference to the Continuum of Care
program. These regulations are the
regulations pertaining to: (1) Family
Income and Family Payment;
Occupancy Requirements for Section 8
and Public Housing, Other HUD·
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 ara in 24 CFR part
58, specifically §58.1 (purpose and
Applicability), paragraph (b)(3) of this
section; and (3) the Consolidated
Submissions for Community Planning
and Development Programs, the .
regulations for which are in 24 CFRpart
91, specifically, §91.2 (Applicability),
paragraph (b) of this section.
V. Justification for Interim 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 n) (APA), which governs federal
rulemaklng, provides In sactlon 553(a) that mailers
involving a military or foreign affairs function of the
United Slates or e mailer relating to federal agency

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

it would be contrary to the public
interest to delay promulgation of the
regulations for the Continuum of Care
progrem.s Congress has provided
funding for this new program in the
Consolidated and Further Continuing
Appropriations Act, 2012 (Pub. L. 112-
55, approved November 18, 2011) (FY
2012 Appropriations Act). The FY 2012
Appropriations Act, under the account
for Homeless Assistance Grants,
appropriates not less than $1.593 billion
for the Continuum of Care and Rural
Housing Stability programs. While
many federal programs, including HUD
programs, received a reduction in
funding in the FY 2012 AppropriatioD5
Act, Congress increased funding for
HUD's homeless assistance grants,
including the Continuum of Care
program. Additionally, the Conference
Report accompanying the FY 2012
Appropriations Act (House Report 112-
284) states in relevant part, as follows:
"The conferees express concern that
HUD continued to implement pre-
HEARTH grant programs in FY 2011,
due to a lack of regulations. The
conferees direct HUD to publish at least
interim guidelines for the Emergency
Solutions Grants and Contlnuum of Care
programs this fiscal year and to
implement the new grant programs as
soon as possible so that the updated
policies and practices in HEARTHcan
begin to govern the delivery of homeless
assistance funding." (See Conf. Rpt. at
page 319. Emphasis added.) Given this
congressional direction, HUD is issuing
this rule providing for regulations for
the Continuum of Care program as an
interim rule. Having interim regulations
in place will allow HUD to move
forward in making FY 2012 funds
available to grantees, and avoid a
significant delay that would result from
issuance, first, of a proposed rule. As

management or personnel or \0 public property,
loans, grants, benefit., or conlracIJ are exempt from
the advance nonce and public COIDIDlIIlt
requirement of sections 553(b) and (c) of the APA-
ID its regulation. in 24 CFR 10.1, HUD has waived
the exemption for advance uotlce and public
comment for matters that relate to public property.
loans. grants. benefits, or contracts. and haa
committed 10 undertake notice and commanl
rulemaklng for these mailers.
• Although HUD's regulation In 24 CFR 10.1

provide that HUD will involve public participation
In It. rulemaklng. this regulatJon also provid ••••that
notice and public procedure will be omitted IfHUD
detenntnes In a particular cue or class of cases that
notice and public procedure II1'1l Impracticable.
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
HUDhas 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
HUDis contemplating in its regulations
in 24 CFRpart 10, and this public
comment, in turn, will inform the final
rule that will follow this interim rule
and govern the funding years following
FY 2012.
For the reasons stated above, HUD is

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

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

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

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

inspection in the Regulations Division,
Office of the Goneral Counsel, Room
10276,451 7th Street SW., Washington,
DC 2041lHl500. Due to security
measures at the HUDHeadquarters
building, please schedule an
appointment to review the docket file by
calling the Regulations Division at 202-
708-3055 (thisds not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTY by calling the Federal
Relay Service at 800-877-8339.
Environmental Impact
A Finding of No Significant Impact

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

accordance with HUD regulations at 24
CFRpart 50, which implement section
102(2)(C)of the National Environmental
Policy Act of 1969 (42 U.S.C.
4332(2)(C)).The Finding of No
Significant Impact is available for public
inspection between the hours of 8 a.m.
and 5 p.m. weekdays in the Regulations
Division, Office of General Counsel,
Department of Housing and Urban
Development, 451 7th Street SW., Room
10276, Washington, DC 2041lHl500.
Due to security measures at the HUD
Headquarters building, please schedule
an appointment to review the FONSI by
calling the Regulations Division at 202-
708-3055 (this is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTYby calling the Federal
Relay Service at 800-877-6339.
Unfunded Mandates Reform Act

The Unfunded-Mandates Reform Act
of 1995 (2 U.S.C. 1531-1538) (UMRA)
establishes requirements for federal
agencies to assess the effects of their
regulatory actions on State, local, and
tribal governments and on the private
sector. This interim rule does not
impose a federal mandate on any State,
local. or tribal government, or on the
private sector, within the meaning of
UMRA.
Regulatory Flexibility Act
The Regulatory Flexibility Act (6

U.S.C. 601 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 substantiRl
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 ofthe
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 prograin, 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.

Executive Order 13132, Federalism
Executive Order 13132 (entitled

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

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

Paperwork Reduction Act
The information collection

requirements contained in this interim

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

collections in this interim rule is
estimated as follows:

REPORTING AND RECORDKEEPING BURDEN

Informationcollection
Total annual

hours

§ 578.5(a) Establishing the ceo .
§ 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) Governance charier .
§578.7(a)(6) and (7) Monitorperformance and evaluation
§578.7(a)(8) Centralized or coordinated assessment sys-
tern : .

§ 578.7(a)(9) Written standards .
§578.7(b) Designate HMIS .
§ 578.9 AppHcatlonfor funds .
§578.11(c) Develop COCpian .
§578.21(c) Satisfying conditions .
§ 578.23 Executing grant agreements .
§578.35(b) AppeaJ--i;olo ,.
§ 578.35(c) Appeal-denled or decreased funding .
§ 578,35(d) Appeal--competlng COC .
§578.35(e) AppeaI-Consolldated Plan certHlcatlon .
§578.49(a)-Leaslng exceptions : .
§ 578.65 HPC Standards .
§578.75(a)(1) State and local requlrements-approprlate
service provision ,..

§ 578.75(a)(1) State end locel requlrements-houslng
codes .

§ 578.75(b) Housing quality standards .
§578,75(b) Suitable dwellingsize .
§578.75(C) Meals ,
§578.75(e) Ongoing assessm~t of supportive services .
§578.75(1}Residential supervision .
§578.75(g) Participation of homeless Indlvlduals .
§578.75(h) Supportive service agreements .
§578.77(a) Signed leases/occupancy agreements .
§578.77(b) Calculating occupancy charges " ,
§578.77(C) Calculating renl .." .
§ 578.81(a) Use restriction ,
§578.91(a) Termination of assistance " .
§578.91(b) Due process for termlnaUonof assistance .
§ 578.95(d)-Conmct-of-lnterest exceptions .
§ 578.103(a)(3) DocumenUnghomelessness " .
§578.103(a)(4) Documenting at risk of homelessness .
§578.103(a)(5) DocumenUngImminent threat of harm " .
§ 578.103(a)(7) DocumenUngprogram parUclpant records
§578.103(a)(7) Documenting case management .
§ 578.103(a)(13) Documenting faith-based actlvltles " .
§578.103(b) Confidentialityprocedures .
§ 578.105(a) GranVproJectchanges-UFAs .
§ 578.105(b) GranVprojectchanges-multlple project appli-
cants , , " .

Number of
respondents

450
450
450
450
450
450
450

450
450
450
450
450

8,000
8,000

10
15
10
5
5
20

7.000

20
72.800
72,800
70,720
8,000
6,600
11,500
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

Response
frequency
(average)

1
1
2
1
2
1
4

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

Burden hours
per response

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

80

1,600

Total " , " , ,', "" . 1,921,710.5

450
450
900
450
900
450
450

450
450
450
450
450

8,000
8,000

10
15
10
5
5
20

7,000

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

20
400

4,500
10

300,000
10,000

200
2,100,000

96,000
8,000
11,500

40

800

8.0
5.0
4.0
1.0
0.5
7.0
9.0

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

0.5

3.0
1.0

0.08
0.5
1.5

0.75
1.0
0.5
1.0

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

2.0
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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 of information; 578.3 Definitions.
(3) Enhance the quality, utility, and

clarity of the information to be Subpart B-Eltabllshlng and Oparatlng 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.~~Parin8 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-Ql) and be sent to: HUD 578.23 Executing grent agreements.
Desk Officer, Office of Management and 578.25 Site control.
Budget, New Executive Office Building, 578.27 Consolidated plen.
Washington, DC 20503, Fax: (202) 395- i 578.29 Subsidy layering.
6947, and Reports Liaison Officer, 578.31 Bnvironmental review.

578.33 Renewals.
Office of the Assistant Secretary for 578.35 Appeal.
Community Planning and Development,
Department of Housing and Urban Subpart D-Program Components and
Development, 451 Seventh Street SW., Eligible Costs
Room 7233, Washington, DC 20410-- 578.37 Program components and uses of
7000. assistance.
Interested persons may submit 578.39 Continuum of Cere planning

activities.
comments regarding 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. BUD 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 Menagement 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.regulatians.gavWeb 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-eUgibleactivities.
instructions provided on that site to
submit comments electronically. Subpart F-Program Requirements

578.73 Matching requirements.
List of Subjects in 24 CFR Part 578 578.75 General operations.
Community facilities, Continuum of 578.77 Calculating uccupancy charges and

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

578.61 Term of commitment, repayment of
development. Grant program-social grants, end 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 offunds.
578.89 Limitation on use of grant funds to

serve persoDs defined as homeless under
other federal laws.

578.91 Termination of assistance to
program participanta.

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
576.101 Technical essistance.
578.103 Recordkeeping requirements.
578.105 Grant end 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 scope.
(a) The Continuum of Care program is

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

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

nonprofit providers, States, and local
governments to quickly rehouse
homeless individuals (including
unaccompanied youth) and families,
while minimizing the trauma and
dislocation caused to homeless
individuals, families, and communities
by homeleasness:
{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 Definition ••
As used in this part:
Act means the McKinney-Vento

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

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

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

(1) 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 more times during the 60
days immediately preceding the
application for homelessness prevention
assistance;

(B) Is living in the home of another
because of economic hardshi:p;

(C)Has been notified in writing that
their right to occupy their current
housing or living situation will be
terminated within 21 days of the date of
application for assistance;

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

(E)Lives in a single-room occupancy
or efficiency apartment unit in which
there reside more than two persons, or
lives in a larger housing unit in which
there reside more than 1.5 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
qualify as "homeless" under this

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

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

Chronically homeless. (1) An
individual who:

(i) Is homeless and lives in a place not
meant for human habitation, a safe
haven, or in an emergency shelter; and

(li) Has been homeless and living or
residing in a place not meant for human
habitation, a safe haven, or in an
emergency shelter continuously for at
least one year or on at least four separate
occasions in the last 3 years; and

(iii) Can be diagnosed with one or
more of the following conditions:
substance use disorder, serious mental
illness, developmental disability (as
defined in section 102 of the
Developmental Disabilities Assistance
Bill of Rights Act of 2000 (42 U.S.C.
15002)), poat-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 ta the extent these groups are
represented within the geographic area
and are available to participate.

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

(1) A severe, chronic disability of an
individual that-

(i) Is attributable to a mental or
physical impairment or combination of
mental and physical impairments;

(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.

c.
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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 a 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

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

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

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

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

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

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

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

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

[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
appl~ for homeless assistance; and
(iv) Can be expected to continue in

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

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

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

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

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

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

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

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

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

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

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

in the provision of assistance.
A private nonprofit organization does

not include governmental organizations,
such as public housing agencies.

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

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

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

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

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

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

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

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

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

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

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

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

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

Subpart B-Establlshlng and
Operating a Continuum of Care

§678.6 Establishing the Continuum of
Care.
(a) The Continuum of Care.

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

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

organizations and of projects serving
homeless subpopulatlons; 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 Rnponalbllitle. of the Continuum
01Care.
(a) Operate the Continuum of Care.

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

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

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

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

subcommittees. or workgroups:
(5) In consultation with the

collaborative applicant and the HMIS
Lead, develop, follow. and update
annually a governance charter, which
will include all procedures and policies
needed to comply with subpart B of this
part and with HMIS requirements 85
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 the needs of
individuals and families who are
fleeing, or attempting to flee, domestic
violence, dating violence, sexual
assault, or stalking, but who are seeking
shelter or services from nonvictim
service providers. This system must
comply with any requirements
established by HUDby Notice.
(9) In consultation with recipients of

Emergency Solutions Grants program
funds within the geographic area,
establish and consistently follow
written standards for providing
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humans must be counted as unsheltered
homeless persons.
(ll) Parsons living in emergency

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

by HUn by Notice.
(3) Conducting an annual gaps

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

complete the Consolidated 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
HUn under §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
geo~phic 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 BUD to be designated as the
UFA for.the Continuum.
(b) Criteriafor designating a UFA.

HUn will 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 CFR84.21
(for nonprofit organizations) and 24 CFR
85.20 (for States);
(3)The collaborative applicant

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

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

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

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

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

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

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

1678.13 Remedial action.
(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 raplacement

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

1678.16 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
Core.Eligible applicant(s) must have
been designated by the Continuum of
Care to submit an application for grant
funds under this part. The designation
must state whether the Continuum is
designating more than one applicant to
apply for funds and, if it is, which
applicant is being designated as the
collaborative applicant. If the
Continuum is designating only one
applicant to apply for funds, the
Continuum must designate that
applicant to be the collaborative
applicant.
(c)Exclusion. For-profit entities are

not eligible to apply for grants or to be
subrecipients of grant funds.
1678.17 Overview of application and grant
8wardproc ••••
(a)Formula. (1) After enactment of the

annual appropriations act for each fiscal
yel1I, and issuance of the NOFA, BUD
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) oftbis 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)(1)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 Orantsprogram 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) CalculaUng a ConUnuum 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 toFMRj and available bonuses.

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

After enactment of the annual
appropriations act for the fiscal year,
HUDwill issue a NOFA in accordance
with the requirements of 24 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.

1578.21 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)Announcement of awards. 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) Gront agreements. (1) Multiple
applicants for one Continuum. If a
Continuum designates more then one
applicant for the geographic area, HUD
will enter into a grant agreement with
each designated applicant for which an
award is announced.

(2) One applicant for a Continuum. If
a Continuum designates only one
applicant for the geographic area, after
awarding funds, ffiJD may enter into a
grant agreement with that applicant for
new awards, if any. and one grant
agreement for renewals, Continuum of
Care planning. and UFA costs, if any.
These two grants will qover the entire
geographic area. A default by the
recipient under one of those grant
agreements will also be a default under
the other.
(3) Unified Funding Agencies. If a

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

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

project(s) in accordance with the
provisions of the McKinney-Veto Act
and all requirements under 24 CFR part
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) Subrecipients will maintain the
confidentiality of records pertaining to
any individual or family that was
provided family violence prevention or
treatment services through the froject;
(ii) The address or location 0 any

family violence project assisted under
this part will not be made public, except
with written authorization of the person
responsible for the operation of such
project;
(iii) Subrecipients will establish

policies and practices that are consistent
with, and do not restrict, the exercise of
rights provided by subtitle B of title VII
of the Act and other laws relating to the
provision of educational and related
services to individuals and families
experiencing homelessness;
[iv] In the case of projects that provide

housing or services to families, that
subrecipients will designate a staff
person to be responsible for ensuring
that children being served in the
program are enrolled in school and
connected to appropriate services in the
community, including early childhood
programs such as Head Start, part C of
the Individuals with Disabilities
Education Act, and programs authorized
under subtitle B of title VII of the Act;
(v)The subrecipient, its officers, and

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

information, such as data and reports, as
required by HUD; and
l5) To establish such fiscal control

and accounting procedures as may be
necessary to assure the proper disbursal
of, BDdaccounting for grant funds in
order to ensure that all financial
transactions are conducted, BDdrecords
maintained in accordance with
generally accepted accounting
principles, if the recipient is a UFA;
(6)To monitor subrecipient match

and report on match to HUD;
(7)To take the educational needs of

children into account when families are
placed in housing and will, to the
maximum extent practicable, place
families with children as close as
possible to their school of origin so as
not to disrupt such children's
education;
(8)To monitor subrecipients at least

annually;
(9)To use the centralized or

coordinated assessment system
established by the Continuum of Care as
set forth in §578.7(a)(8).A victim
service provider may choose not to u~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 HUD's minimum requirements
and the victim service provider uses
that system instead;
(10) To follow the written standards

for providing Continuum of Care
assistance developed by the Continuum
of Care, including the minimum
requirements set forth in §578.7(a)(9);
l11) Enter into subrecipient

agreements requiring subrecipients to
operate the project(s) in accordance
with the provisions of this Act BDdall
requirements under 24 CFRpart 578;
BDd
(12) To comply with such other terms

and conditions as HUDmay establlsh 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, BDdpurchaser shown on these
documents must be the selected
applicant or intended subrecipient
identified in the application for
assistance.
(c) Tax credit projects. (1) Applicants

that plan to use the low-income housing
tax credit authorized under 26 U.S.C. 42
to finance a project must prove to HUD's
satisfaction that the applicant or
subrecipient identified in the
application is in control of the limited
partnership or limited liability
corporation that has a deed or lease for
the rroject site.
(i To have control of the limited

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

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

acquisition, rehabilitation, or new
construction, the recipient or
subreclpient must maintain control of
the partnership or corporation and must

ensure that the project is operated in
compliance with law and regulation for
15 years from the date of initial
OCCUpBDCYor initial service provision.
The partnership or corporation must
own the project site throughout the 15·
year period. If grant funds were not used
for acquisition, rehabilitation, or now
.construction, then the recipient or
subrecipient must maintain control for
the term of the grant agreement and any
renewals thereof.
§578.27 Consolidated plan.

(a) States or units of general local
government. An applicant that is a State
or a unit of general local government
must have a HUD-approved, complete
or abbreviated, consolidated plan in
accordance with 24 CFR part 91. The
applicant must submit a certification
that the application for funding is
consistent with the HUD·approved
consolidated planes) for the
jurisdiction(s) in which the proposed
project will be located. Funded
applicants must certify in a grant
agreement that they are following the
HUD-approved consolidated plan.
(b) Other applicants. Applicants that

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

(c) Timing of consolidated plan
certification submissions. The required
certification that the application for
funding is consistent with the HUD-
approved consolidated plan must be
submitted by the funding application
submission deadline announced in the
NOFA.
§578.29 'Subsldy layering.
HUDmay provide assistance under

this program only in accordance with
HUD subsidy layering requirements in
section 102 of the Housing and UrbBD
Development Reform Act of 1989 (42
U.S.C. 3546) and 24 CFR part 4, subpart
A. An applicant must submit
information in its application on other
sources of governmental assistance that
the applicant has received, or
reasonably expects to receive, for a
proposad project or activities. HUD's
review of this information is intended to
prevent excessive public assistance for
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proposed project or ectivities 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 Environmenllli review.
(a) Activities under this part are

subject to environmental review by
HUD under 24 CFR part 50. The
recipient or subrecipient shall supply
all available, relevant information
necessary for HUD to perform, for each
property, any environmental review
required by 24 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
Environmental Impact Statement.

(b) The recipient or subrecipient, its
project partners, and their contractors
may not acquire, rehabilitate, convert,
lease, repair, dispose of, demolish, or
construct property for a project under
this part, or commit or expend 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.

§578.33 Renewala.
(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, HMIS, and
operating costs. Renewals oftenant-
based and sponsor-based rental
assistance may be for up to one year of
rental assistance. Renewals of project-
based rental assistance may be for up to
15 years of rental. assistance, subject to
availability of annual appropriations.

(c) Assistance available. (1)
Assistance during each year of a
renewal period may be for:

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

(ii) Up to 100 percent of the amount
for leasing and operating in the final

. year of the prior funding period
adjusted in proportion to changes in the
FMR for the geographic area; and

(iii) For rental assistance, up to 100
percent of the result of multiplying the
number and unit size(s) in the grant
agreement by the number of months in
the renewal grant term and the
applicable FMR.

(d) Review criteria. (1) Awards made
under title IV of the Act, as in effect
before August 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 HUD finds that the project
complied with program requirements
applicable before August 30, 2012. For
purposes of meeting the requirements of
this part, a project will continue to be
administered in accordance with 24
CFR 582.330, if the project received
funding under the Shelter Plus Care
program, or 24 CFR 583.325, if the
project received funding under the
Supportive Housing Program.
. (2) Renewal 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.

(f) Annual Performance Report
condition. HUD may terminate the
renewal of any grant and require the
recipient to repay the renewal grant if:

(1) The recipient fails to timely
submit a HUD Annual Performance
Report (APR) for the grant year
immediately prior to renewal; or

(2) The recipient submits an APR that
HUD deems unacceptable or shows
noncompliance with the requirements
of the grant and this part.

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

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

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

(2) Notice of 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 HUD may require by Notice.

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

(5) Decision. HUD will notify the solo
applicant and the Continuum of its
decision within 60 days of receipt of the
Continuum's response.

(6) Funding. If HUD finds that the solo
applicant was not permitted to .
participate in the Continuum of Care
planning process in a reasonable
manner, then HUD may award a grant
to the solo applicant when funds next
become available and may direct the
Continuum of Care to talce 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 HUD, or that
requested more funds than HUD
awarded to them, may appeal the award
by filing a written appeal, in such form
and manner as HUD may require by
Notice, within 45 days of the date of
HUD's announcement of the award.

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

(2) Who may appeal. The designated
applicant(s) for the lower scoring
Continuum may appeal 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. mID 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. BUD will
reverse a decision only upon a showing
by the applicant that HUDerror 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 to HUDand send a copy of
the appeal to the jurisdiction that
denied the certification of consistency.
The appeal must include, at a
minimum:
(i) A copy of the applicant's request

to the jurisdiction for the certification of
consistency with the Consolidated Plan:
(ii) A copy of the jurisdiction's

response stating the reasons for denial,
including the reasons the proposed
project is not consistent with the
jurisdiction's Consolidated Plan in
accordance with 24 CFR91.500(c)j 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
[urisdictlon; 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, HUD will find for the
applicant without further inquiry or
response from the political jurisdiction.

Subpart D-Program Components and
Eligible Costs

§578.37 Program componenhl and uses of
••• Istance.
(a) Continuum of Care funds may be

used to pay for the eligible costs listed
in §578.39 through §678.63 when used
to establish and operate projects under
five program components: permanent
housing: transitional housing:
supportive services only; HMISj and, in
some cases, homelessness prevention.
Although grant funds may be used by
recipients and subrecipients in all
components for the eligible costs of
contributing data to the HMIS
designated by the Continuum of Care,
only HMIS Leads may use grant funds
for an HMIS component. Administrative
costs are eligible for all components. All
components are subject to the
restrictions on combining funds for
certain eligible activities in a single
project found in §578.87(c). The eligible
program components are:

(1) Permanent housing (PH).
Permanent housing is community-based
housing, the purpose of which is to
provide housing without a designated
length of stay. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services.
PH includes:
[i) Permanent 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 ofthe program participants
must be made available to the program
participants.
(ii) Rapid rehousing. Continuum of

Care funds may provide supportive
services, as set forth in §578.53, and/or
short-term (up to 3 months) and/or
medium-term (for 3 to 24 months)
tenant-based rental assistance, as set
forth in §578.51(c), as necessary to help

a homeless individual or family, with or
without disabilities, move as quickly as
possible into permanent housing and
achieve stability in that housing. When
providing short-term and/or medium-
term rental assistance to program
participants, the rental assistance is
subject to §578.51(a)(1), but not
§678.51(a)(1)(i) and (ii); (a)(2); (c) and
(0 through (i)j and (1)(1).These projects:
(A) Must follow the written policies

and procedures established by the
Continuum of Care for determining and
prioritizing which eligible families and
individuals will receive rapid rehousing
assistance, as well as the amount or
percentage of rent that each program
participant must pay.
(8) May set a maximum amount or

percentage of rental assistance that a
program participant may receive, a
maximum number of months that a
program participant may receive rental
assistance, and/or a maximum number
of times that a program participant may
receive rental assistance. The recipient
or subrecipient may also require
program participants to share in the
costs of rent. For the purposes of
calculating rent for rapid rehousing, the
rent shall equal the sum of the total
monthly rent for the unit and, if the
tenant pays separately for utilities, the
monthly allowance for utilities
(excluding telephone) established by the
public housing authority for the area in
which the housing is located.
(C)Limit rental assistance to no more

than 24 months to a household.
(D) May provide supportive services

for no longer than 6months after rental
assistance stops.
(E) Must re-evaluate, not less than

once annually, that the program
participant lacks sufficient resources
and support networks necessary to
retain housing without Continuum of
Care assistance and the types and
amounts of assistance that the program
participant needs to retain housing. The
recipient or subrecipient may require
each program participant receiving
assistance to notify the recipient or
subrecipient of changes in the program
participant's income or other
circumstances (e.g., changes in
household composition) that affect the
program participant's need for .
assistance. When notified of a relevant
change, the recipient or subrecipient
must reevaluate the program
participant's eligibility and the amount
and types of assistance that the program
participant needs.
(F) Require the program participant to

meet with a case manager not less than
once per month to assist the prograin
participant in ensuring long-term
housing stability. The project is exempt
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from this requirement if the Violence
Against Women Act of 1994 (42 U.S.C.
13925 et seq.) or the Family Violence
Prevention and Services Act (42 U.S.C.
10401 et seq.) prohibits the recipient
carryirig out the project from making its
housing conditional on the participant's
accertance of services.

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

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

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

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

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

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

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

facilities into compliance with State and
local government health and safety
standards, as described in §578.87;

(4) Preserve existing permanent
housing and facilities that provide
supportive services;
(5) Provide supportive services for

residents of supportive housing or for
homeless persons not residing in
supportive housing;

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

(7) Establish and operate an HMIS or
comparable databaset.end
(8) Establish and carry out a

Continuum of Care planning process
and operate a Continuum of Care.
(c) Multiple purposes. Structures used

to provide housing, supportive housing,
supportive services, or as a facility for
HMIS activities may also be used for
other purposes. However, assistance
under this part will be available only in
proportion to the use of the structure for
supportive housing or supportive
services. If eligible and ineligible
activities are carried out in separate
portions of the same structure or in
separate structures, grant funds may not
be used to pay for more than the actual
cost of acquisition, construction, or
rehabilitation of the portion of the
structure or structures used for eligible
activities. If eligible and ineligible
activities are carried out in the same
structure, the costs will be prorated
based on the amount of time that the
space is used for eligible versus
ineligible activities.

§578.39 Continuum of Care planning
actlvltl ••.
(a) In general. Collaborative

applicants may use up to 3 percent of
their FPRN, or a maximum amount to be
established by the NOF A, 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 planning costs
include the costs of:

(1) Developing a communitywide or
regionwide process involving the
coordination of nonprofit homeless
providers, victim service providers,
faith-based organizations, governments,
businesses, advocates, public housing
agencies, school districts, social service
providers, mental health agencies,
hospitals, universities, affordable
housing developers, law enforcement,
organizations that serve veterans, and
homeless and formerly homeless
individuals;
(2) Determining the geographic erea

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 HUD on behalf of the
entire Continuum of Care membership,
including conducting a sheltered and
unsheltered point-in-time count and
other data collection as required by
HUD.
(c) Monitoring costs. The costs of

monitoring recipients and subrecipients
and enforcing compliance with program
requirements are eligible.

§578.41 Unified Funding Agency coits.
(a) In general. UFAs may use up to 3

percent of their FPRN, or a maximum
amount to be established by the NOF A,
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
pr~am.
(c) Monitoring costs. The costs of

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

§578.43 Acquisition.
Grant funds may be used to pay up to

100 percent of the cost of acquisition of
real property selected by the recipient or
subrecipient for use in the provision of
housing or supportive services for
homeless persons.

§578.45 RehabllHation.
(a) Use. Grant funds may be used to

pay up to 100 percent of the cost of
rehabilitation of structures to provide
housing or supportive services to
homeless persons. ,
(b) Eligible costs, Eligible

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

not be used for rehabilitation of leased
property.

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

of new construction, including the
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building of a new structure or building
an addition to an existing structure that
increases the floor area by 100 percent
or more, and the cost of land associated
with that construction, for use as
housing.

(2) If grant funds are used for new
construction, the applicant must
demonstrate that the costs of new
construction are substantially less than
the costs of rehabilitation or that there
is a lack of available appropriate units
that could be rehabilitated at a cost less
than new construction. For purposes of
this cost comparison, costs of
rehabilitation or new construction may
include the cost of real property
acquisition.

(b) Ineligible costs. Grant funds may
not be used for new construction on
leased property.

§578.49 Leulng.
(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 between the landlord
and tenant, including a recusal for
officers, agents, and staff who work for
both the landlord and tenant.

(b) Requirements. (1) Leasing
structures. When grants are used to pay
rent for all or part of a structure or
structures, the rent paid must be
reasonable in relation to rents being
charged in the area for comparable
space. In addition, the rent paid may not
exceed rents currently being charged by
the same owner for comparable
unassisted space.

(2) Leasing individual units. When
grants are used to pay rent for
individual housing units, the rent paid
must be reasonable in relation to rents
being charged for comparable units,
taking into account the location, size,

type, quality, amenities, facilities, and
management services. In addition, the
rents may not exceed rents currently
being charged for comparable units, and
the rent paid may not exceed HUD-
determined fair market rents.

(3) Utilities. If electricity, gas, and
water are included in the rent, these
utilities may be paid from leasing funds.
If utilities are not provided by the
landlord, these utility costs are an
operating cost, except for supportive
service facilities. If the structure is being
used as a supportive service facility,
then these utility costs are a supportive
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 Corleasing 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.
§678.61 Rental a•• latance.

(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 8 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

A'IT ACHMENT ._ •._C1. ...•..•..
PAGE _'M:.. .. OF .:\'Q-_ PAGES



Federal Register/Vol. 77, No. 147ITuesday , July 31, 2012/Rules and Regulations 45453

assisted unit to protect their health and
safety.
(d) Sponsor-based rental assistance.

Sponsor-based rental assistance is
provided through contracts between the
recipient and sponsor organization. A
sponsor may be a private, nonprofit
organization, or a community mental
health agency established as a public
nonprofit organization. Program
participants must reside in housing
owned or leased by the sponsor. Up to
5 years worth of rental assistance may
be awarded to a project in one
competition.
(e) Project-based rental assistance.

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

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

only provide rental assistance for a unit
if the rent is reasonable. The recipient
or subrecipient must determine whether
the rent charged for the unit receiving
rental assistance Is reasonable in
relation to rents being charged for
comparable unassisted units, taking into
account the location, size, type, quality,
amenities, facilities, and management
and maintenance of each unit.
Reasonable rent must not exceed rents
currently being charged by the same
owner for comparable unassisted units.
(h) Payment of grant. (1)The amount

of rental assistance in each project will
be reserved for rental assistance over the
grant period. An applicant's request fur
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 8 5-year grant term; or
(ii) A higher percentage if approved in

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

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

many program participants as shown in
its afplication for assistance.
(4 If the amount in each grant

reserved for rental assistance over the
grant period exceeds the amount that
will be needed to pay the actual costs
of rental assistance, due to such factors
as contract rents being lower than FMRs
and program participants being able to
pay a portion of the rent, recipients or
subrecipients may use the excess funds
for covering the costs of rent increases,
or for serving a greater number of
program participants.
(i) Vacancies. If a unit assisted under

this section is vacated before the
expiration of the lease, the assistance for
the unit may continue fur 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) Initial lease for transitional
housing. Program participants in
transitional housing must enter into a
lease agreement for a term of at least one
month. The lease must be automatically
renewable upon expiration, except on
prior notice by either party, up to a
maximum term of 24 months.

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

used to pay the eligible costs of
supportive services that address the
special needs of the program

participants. If the supportive services
are provided in a supportive service
facility not contained in a housing
structure, the costs of day-to-day
operation of the supportive service
facility. including maintenance, repair,
building security, furniture, utilities,
and equipment are eligible as a
supportive service.
(1) Supportive services must be

necessary to assist program participants
obtain and maintain housing.
(2) Recipients and subrecipients shall

conduct an annual assessment of the
service needs of the program
participants and should adjust services
accordingly.
(b)Duration. (1) For a transitional

housing project, supportive services
must be made available to residents
throughout the duration of their
residence in the project.
(2) Permanent supportive housing

projects must provide supportive
services for the residents to enable them
to live as independently 8S is
practicable throughout the duration of
their residence in the project.
(3) Services may also be provided to

former residents of transitional housing
and current residents of permanent
housing who were homeless in the prior
6 months, for no more than 6 months
after leaving transitional housing or
homelessness, respectively, to assist
their adjustment to independent living.
(4) Rapid rehousing projects must

require the program participant to meet
with a case manager not less than once
per month as set forth in
§ 578.37(a)(1)(ii)(F), to assist the
program participant in maintaining
long-term housing stability.
(c) Special populations. All eligible

costs are eligible to the same extent for
program participants who ere .
unaccompanied homeless youth;
persons living with mv/AIDS; and
victims of domestic violence, dating
violence, sexual assault, or stalking.
(d) Ineligible costs. Any cost that is

not described as an eligible cost under
this section is not an eligible cost of
providing supportive services using
Continuum of Care program funds. Staff
training and the costs of obtaining
professional licenses or certifications
needed to provide supportive services
are not eligible costs.

(e) Eligible costs.
(1)Annual Assessment of Service

Needs. The costs of the assessment
required by §578.53(a)(2) are eligible
costs.
(2) Assistance with moving costs ..

Reasonable one-time moving costs are
eligible and include truck rental and
hiring a moving company.

C-ATTACHMENT •••••••.•••-••••••

PAGE ••.?~_._. OF •••_~.~ •. PAGES



45454 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

(3) Case management. The costs of
assessing. arranging, coordinating, and
monitoring the delivery of
individualized services to meet the
needs of the program participant(s) are
eligible costs. Component services and
activities consist of:
(i) Counseling;
(ii) Developing, securing, and

coordinating services;
(iii) Using the centralized or

coordinated assessment system as
required under §578.23(c)(9).
(iv) Obtaining federal, State, and local

benefits;
(v)Monitoring and evaluating

program participant progress;
(vi) Providing information and

referrals to other providers;
(vii) Providing ongoing risk

assessment and safety planning with
victims of domestic violence, dating
violence, sexual assault, and stalking;
and
(viii) Developing an individualized

housing and service plan. including
planning a path to permanent housing
stability.

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

of 13,unless they are disabled children.
(ii) Disabled children must be under

the age of 18.
(iii) The child-care center must be

licensed by the jurisdiction in which it
operates in order for its costs to be
eligible.
(5)Education services. The costs of

improving knowledge and basic
educational skills are eligible.

(1) Services include instruction or
training in consumer education, health
education, substance abuse prevention,
literacy, English as a Second Language,
and General Educational Development
(GED).
(ii) Component services or activities

are screening, assessment and testing;
individual or group instruction;
tutoring; provision of books, supplies,
and instructional material: counseling;
and referral to community resources.

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

providing reasonable stipends to
program participants in employment
assistance and job training programs is
also an eligible cost.
(i) Learning skills include those skills

that can be used to secure and retain a
job, including the acquisition of
vocational licenses and/or certificates.
(ii) Services that assist individuals in

securing employment consist of:
(A)Employment screening,

assessment, or testing:
(B)Structured job skills and job-

seeking skills;
(C)Special training and tutoring,

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

or groceries to program participants is
eligible.

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

are tenant counseling; assisting
individuals and families to understand
leases; securing utilities; and making
moving arrangements.
(ii) Other eligible costs are:
(A)Mediation with property owners

and landlords on behalf of eligible
program participants;
(B)Credit counseling, accessing a free

personal credit report, and resolving
personal credit issues; and
(C)The payment of rental application

fees. ' ,
(9)Legal services. Eligible costs are

the fees charged by licensed attorneys
and by person(s) under the supervision
of licensed attorneys, for advice and
representation in matters that interfere
with the homeless individual or family's
ability to obtain and retain housing.
(i) 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 of veterans and public benefit
claim denials; landlord tenant disputes;
and the resolution of outstanding
criminal warrants.
(ii) Component services or activities

may include receiving and preparing
cases for trial, provision of legal advice,
representation at hearings. and
counseling.
(iii) Fees based on the actual service

performed [i.e., fee for service) are also
eligible, but only if the cost would be
less than the cost of hourly fees. Filing
fees and other necessary court costs are
also eligible. If the subrecipient is a

legal services provider and performs the
services itself. the eligible costs are the
subrecipient's employees' salaries and
other costs necessary to perform the
services.
(iv) Legal services for immigration

and citizenship matters and issues
related to mortgages and
homeownership are ineligible. Retainer
fee arrangements and contingency fee
arrangements are ineligible.

(10) Life skills training. The costs of
teaching critical life management skills
that may never have been learned or
have been lost during the course of
physical or mental illness. domestic
violence. substance abuse, and
homelessness are eligible. These
services must be necessary to assist tho
program participant to function
independently in the community.
Component life skills training are the
budgeting of resources and money
management. household management,
conflict management. shopping for food
and other needed items, nutrition. the
use of public transportation, and parent
training.

(11) Mental health services. Eligible.
costs are the direct outpatient treatment
of mental health conditions that are
provided by licensed .professionals,
Component services arc crisis
interventions: counseling: individual,
family, or group therapy sessions; the
prescription of psychotropic
medications or explanations about the
useand management of medications;
and combinations of therapeutic
approaches to address multiple
problems.

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

assessment of an individual's health
problems and the development of a
treatment plan;
(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
elig!ble.
(i) Eligible costs include the outreach

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

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

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

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

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

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

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

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

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

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

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

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

may require program participants to

share in the cost of car repairs or
maintenance as a condition of receiving
assistance with car repairs or
maintenance.

(16) Utility deposits. This form of
assistance consists of paying for utility
deposits. Utility deposits must be a one-
time fee, paid to utility companies.

(17) Direct provision of services. If the
service described in paragraphs (e)(l)
through (e)(16) of this section is being
directly delivered by the recipient or
subrecipient, eligible costs for those
services also include:
(i) The costs of labor or supplies, and

materials incurred by the recipient or
subrecipient in directly providing
supportive services to program
participants; and
[ii] The salary and benefit packages of

the recipient and subrecipient staff who
directly deliver the services.

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

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

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

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

where more than 50 percent of the units
or area Ispatd for with grant funds;
(5) Electricity, gas, Lid water;
(6) Furniture; and
(7) Equipment.
(c) Ineligible costs. Program funds

may not be used for rental assistance
and operating costs in the same project.
Program funds may not be used for the
operating costs of emergency shelter-
and supportive service-only facilities.
Program funds may not be used for the
maintenance and repair of housing
where the costs of maintaining and
repairing the housing are included in
the lease.

§578.57 Homeless Management
InformaUon 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;
(vii) Paying salaries for operating

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

quality;
(C)Completing data analysis;
(D)Reporting to the HMIS Lead;
(E) Training staff on using the HMIS;

and
(F) Implementing and complying with

HMIS requirements; .
(viii) Paying costs of staff to travel to

and attend HUD-sponsored and HOD-
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
HUD, if the recipient or subrecipient is
not the HMIS Lead.
(2) If the recipient or subrecipient is

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

software or data;
(ii) Backing up, recovering, or

repairing HMIS software or data;
(iii) Upgrading, customizing, and

enhancing the HMIS;
(iv) Integrating and warehousing data,

including development of a data
warehouse for use in aggregating data
from subrecipients using multiple
software systems;
(v)Administering the system;
(vi) Reporting to providers, the

Continuum of Care, and HUD; and
(vii) Conducting training on using the

system, including traveling to the
training.
(3) If the recipient or subrecipient is

a victim services provider, or 8 legal
services provider, it may use Continuum
of Care funds to establish and operate a
comparable database that complies with
HUn's HMIS requirements.
(b) General restrictions. Activities

funded under this section must comply
with the HMIS requirements.

§578.59 Project admlnlstraUve cost •.
(a)Eligible costs. The recipient or

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

(1) General management, oversight,
and coordination. Costs of overall
program management, coordination,
monitoring, and evaluation. These costs
include, but are not limited to,
necessary expenditures for the .
following:
(i) Salaries, weges, and related costs of

the recipient's staff, the staff of
subreclpients, 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)(l)(i)(A) through (G) of this
section.
[ii] Travel costs incurred for

monitoring of subrecipients;
(iii) Administrative services

performed under third-party contracts
or agreements, including general legal
services, accounting services, and audit
services; and
(iv) Other costs for goods and services

required for administration of the
program, including rental or purchase of
equipment, insurance, utilities, office

supplies, and rental and maintenance
(but not purchase) of office space.
(2) Training on Continuum of Care

requirements. Costs of providing
training on Continuum of Care
requirements and attending HUD-
sponsored Continuum of Care trainings.
(3)Environmental review. Costs of

carrying out the environmental review
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.1f the
recipient is not a UFA, it must share at
least 50 percent of project
administrative funds with its
subrecipients.
§578.81 RelocaUon costs.
(a) In general. Relocation costs under

the Uniform Relocation Assistance and
Real Property Acquisition Policies Act
of 1970 are eligible.
(b)Eligible relocation costs. Eligible

costs are costs to provide relocation
payments and other assistance to
persons displaced by e project assisted
with grant funds in accordance with
§578.83.
§578.63 Indirect costs.
(a) In general. Continuum of Care

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

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

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

Subpart E-Hlgh·Performlng
Communities

§578.65 Standards.
(a) In general. The collaborative

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

application must be submitted at such

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

Continuum of Care program funds
received in the preceding year were
expended;

(2) A specific plan for how grant
funds will be expended: and

(3) Information establishing that the
Continuum of Care meets the standards
forHPCs.

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

Continuum of Care's HMIS that it meets
all of the following standards:

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

individuals and families who leave
homelessness, less than 5 percent
become homeless again at any time
within the next 2 years: or the
percentage of individuals and families
in similar circumstances who become
homeless again within 2 years after
leaving homelessness was decreased by
at least 20 percent from the preceding
federal fiscal year.
(iii) HMIS coverage. The Continuum's

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

respect to Continuums that served
homeless families and youth defined as
homeless under other federal statutes in
paragraph (3) of the definition of
homeless in § 576.2:
(A) 95 percent of those families and

youth did not become homeless again
within a 2-year period following
termination of assistance; or

(B) 85 percent of those families
achieved independent living in
permanent housing for at least 2 years
following termination of assistance.
(2) Reliable data generated from

sources other than the Continuum's
HMIS that is provided in a narrative or
other form prescribed by HUD that it
meets both of the following standards:
(i) Community action. All the .

metropolitan cities and counties within
the Continuum's geographic area have B

ATT ACHM ENT •••••~ ••-.-.----.
;3' l{r.l-PAGE _... _~..••. OF •••••••Y.__PAGES



Federal Register/Vol. 77, No. 147/Tuesday, July 31, zOlZ/Rules and Regulations 45457

comprehensive outreach plan, including
specific steps Coridentifying homeless
persons and referring them to
appropriate housing and services in that
geo~phic area.
(h) Renewing HPC status. If the

Continuum was designated an HPC in
the previous federal fiscal year and used
Continuum of Care grant funds for
activities described under § 578.71, that
such activities were effective at .
reducing the number of individuals and
families who became homeless in that
community.

§ 578.67 Publication of application.
ffiJD will publish the application to

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

§ 578.69 Cooperation among enUUe••
An HPCmust cooperate with lillD 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 CFR 576.104, if
necessary to prevent the individual or
family from becoming homeless.
Activities must be carried out in
accordance with the plan submitted in
the application. When carrying out
housing relocation and stabilization
services and short- and/or medium-term
rental assistance, the written standards
set forth in § 578.7(a)(9)(v) and
recordkeeping requirements of 24 CFR
576.500 apply.

Subpart F-Program Requirements

I §578.73 Matching requirements.
, (a) In general. The recipient or
subrecipient must match all grant funds,
except for leasing funds, with no less
than 25 percent of funds or In-kind
contributions from other sources. For
Continuum of Care geographic areas in
which there is more than one grant
agreement, the 25 percent match must
be provided on a grant-by-grant basis.
Recipients that are UFAs or are the sole
recipient for their Continuum, may
provide match on a Continuum-wide
basis. Cash match must be used for the
costs of activities that are eligible under

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

subrecipientmay use funds from any
source, including any other federal
sources (excluding Continuum of Care
program funds), as well as State,local,
and private sources, provided that funds
from the source are not statutorily
prohibited to be used as a match. The
recipient must ensure that any funds
used to satisfy the matching
requirements of this section are eligible
under the laws governing the funds in
order to be used as matching funds for
a grant awarded under this program.

(c) In-kind contributions. (1) Tbe
recipient or subrecipient may use the
value of any real property, equipment,
goods, or services contributed to the
project as match, provided that if the
recipient or subrecipient had to pay for
them with grant funds, the costs would
have been eligible under Subpart D, or,
in the case ofHPCs, eligible under
§578.71.
(2) The requirements of 24 CFR 84.23

and 85.24 apply.
(3) Before grant execution, services to

be provided by a third party must be
documented by a memorandum of
understanding (MOU)between the
recipient or subrecipient and the third
party that will provide the services.
Services provided by individuals must
be valued at rates consistent with those
ordinarily paid for similar work in the
recipient's or subrecipient's
organization. If the recipient or
subrecipient does not have employees
performing similar work, the rates must
be consistent with those ordinarily paid
by other employers for similar work in
the same labor market.
(1)The MOU must establish the

unconditional commitment, except for
selection to receive a grant, by the third
party to provide the services, the
specific service to be provided, the
profession of the persons providing the
service, and the hourly cost of the
service to be provided.
(ii) During the term of the grant, the

recipient or subrecipient must keep and
make available, for inspection, records
documenting the service hours
provided.
§578.75 General operations.

(a) State and local requirements. (1)
Housing and facilities constructed or
rehabilitated with assistance under this
part must meet State or local building
codes, and in the absence of State or
local building codes, the International
Residential Code or International
Building Code (as applicable to the type

of structure) of the International Code
Council.
(2) Services provided with assistance

under this part must be provided in
compliance with all applicable State
and local requirements, including
licensing requirements.

(b) Housing quality standards.
Housing leased with Continuum of Care
program funds, or for which rental
assistance payments are made with
Continuum of Care program funds, must
meet the applicable housing quality
standards (HQS) under 24 CFR 982.401
of this title, except that 24 CFR
982.401(j) applies only to housing
occupied by program participants
receiving tenant-based rental assistance.
For housing rehabilitated with funds
under this part, the lead-based paint
requirements in 24 CFR part 35,
subparts A, B, J, and R apply. For
housing that receives project-based or
sponsor-based rental assistance, 24 CFR
part 35, subparts A, B, H, and R apply.
For residential property for which funds
under this part are used for acquisition,
leasing, services, or operating costs, 24
CFRpart 35, subparts A, B, K, and R
apply.
{1JBefore any assistance will be

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

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

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

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

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

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

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

recipient and subreciplent 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.
(h) 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
pro~.
(i) Retention of assistance after death,

incarceration, or institutionalization for
more than 90 days of qualifying
member. For permanent supportive
housing projects surviving, members of
any household who were living in a unit
assisted under this part at the time of
the qualifying member's death, long-
term incarceration, or long-term
institutionalization, have the right to
rental assistance under this section until
the expiration of the lease in effect at
the time of the qualifying member's
death, long-term incarceration, or long-
term institutionalization.

§578.17 Calculating occupancy charges
and rent.

(a) Occupancy agreements and leases.
Recipients and subrecipients must have
signed occupancy agreements or leases
(or subleases) with program participants
residing in housing.

(b) Calculation of occupancy charges.
Recipients and subrecipients are not
required to impose occupancy charges
on program participants as a condition
ofresiding in the housing. However, if
occupancy charges are imposed, they
may not exceed the highest of:
(1) 30 percent of the family's monthly

adjusted income (adjustment factors
include the number of people in the
family, age of family members, medical
expenses, and child-care expenses);
(2) 10 percent of the family's monthly

income; or
(3) If the family is receiving payments

for welfare assistance from a public
agency and a part of the payments
(adjusted in accordance with the
family's actual housing costs) is
specifically designated by the agency to
meet the family's housing costs, the
portion of the payments that is
designated for housing costs.
(4) Income. Income must be

calculated in accordance with 24 CFR
5.609 and 24 CFR 5.611(a). Recipients
and subrecipients must examine a
program participant's income initially,
and if there is a change in family
composition (e.g.,birth of a child) or a
decrease in the resident's income during
the year, the resident may request an
interim reexamination, and the
occupancy charge will be adjusted
accordingly.

(c) Resident rent. (1) Amount of rent.
(i) Each program participant on whose
behalf rental assistance payments are

made must pay a contribution toward
rent in accordance with section 3(a)(I)
of the U.S. Housing Act of 1937 (42
U.S.C. 1437a(a)(I»).
(ii) Income of program participants

must be calculated in accordance with
24 CFR5.609 and 24 CFR 5.611(a).

(2)Review. Recipients or
subrecipients must examine a program
participant's income initially, and at
least annually thereafter, to determine
the amount of the contribution toward
rent payable by the program participant.
Adjustments to a program participant's
contribution toward the rental payment
must be made as changes in income are
identified.
. (3) Verification. As a condition of
participation in the program, each
program participant must agree to
supply the information or
documentation necessary to verify the
program participant's income. Program
participants must provide the recipient
or subrecipient with information at any
time regarding changes in income or
other circumstancea that may result in
changes to a program participant's
contribution toward the rental payment.

5578.79 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.
5578.81 Term of commitment, repayment
of grants, and prevention of undue benefits.
(a) In general. All recipients and

subrecipients receiving grant funds for
acquisition, rehabilitation, or new
construction must operete the housing
or provide supportive services in
accordance with this part, for at least 15
years from the date of initial occupancy
or date of initial service provision ..
Recipient and subrecipients must
execute and record a HUD-approved
Declaration of Restrictive Covenants
before receiving payment of grant funds.
(b) Conversion. Recipients and

subrecipients carrying out a project that
provides transitional or permanent
housing or supportive services in a
structure may submit a request to HUD
to convert a project for the direct benefit
of very low-income persons. The request
must be made while the project is .
operating as homeless housing or
supportive services for homeless
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individuals and families. must be in
writing, and must include an
explanation of why the project is no
longer needed to provide transitional or
permanent housing or supportive
services. The primary factor in HUn's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
ge~phic area. '
(c) Repayment of grant funds. If a

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

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

property used for the project results in
the use of the property for the direct
benefit of very low-income persons;
(2)All the proceeds are used to

provide transitional or permanent
housing that meet the requirements of
this part;
(3) Project-based rental assistance or

operating cost assistance from any
federal program or an equivalent State
or local program is no longer made
available and the project is meeting
applicable performance standards.
provided that the portion of the project
that had benefitted from such assistance
continues to meet the tenant income
and rent restrictions for low-income
units under section 42(g) of the Internal
Revenue Code of 1986; or
(4)There are no individuals and

families in the Continuum of Care
geographic area who are homeless. in
which case the project may serve

individuals and families at risk of
homelessness.
§578.83 Displacement. relocation, and
acquisition.

(a) Minimizing displacement.
Consistent with the other goals and
objectives of this part, recipients and
subrecipients must ensure that they
have taken all reasonable steps to
minimize the displacement of persons
(families, individuals, businesses,
nonprofit organisations, 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) Temporaryrelocation. (1) Existing

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

(2)Existing Transitional Housing or
Pennanent Housing Projects Assisted
Under Title N of the McKinney- Vento
Act. Consistent with paragraph (c)(2)(ii)
of this section, no program participant
may be required to relocate temporarily
for a project if the person cannot be
offered a decent, safe. and sanitary unit
in the same building or complex upon
project completion under reasonable
terms and conditions. The length of
occupancy requirements in §578.79
may prevent a program participant from
returning to the proparty upon
completion (See paragraph (c)(2)(iii)(D)
of this section). Any program
participant who has been temporarily
relocated for a period beyond one year
must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section. Program
participants temporarily relocated in
accordance with the policies described
in this paragraph must be provided:
(i) Reimbursement for all reasonable

out-of-pocket expenses incurred in
connection with the temporary

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

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

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

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

conditions under which the program
participant will be able to occupy a
suitable. decent, safe, and sanitary
dwelling in the building or complex
upon completion of the project; and
(D)The provisions of paragraph

(b)(2)(i)of this section.
(c) Relocation assistance for displaced

persons. (1) In general. A displaced
person (defined in paragraph (c)(2) of
this section) must be provided
relocation assistance in accordance with
the requirements of the URA and
implementing regulations at 49 CFRpart
24. A displaced person must be advised
of his or her rights under the Fair
Housing Act. Whenever possible,
minority persons must be given
reasonable opportunities to relocate to
decent, safe, and sanitary replacement
dwellings, not located in an area of
minority concentration, that are within
their financial means. This policy.
however, does not require providing a
person a larger payment than is
necessary to enable a person to relocate
to a comparable replacement dwelling.
See 49 CFR 24.205(c)(2)(ii)(D).
(2)Displaced person. (I)For the

purposes of paragraph (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. 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 a notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date the recir.ient
or subrecipient obtains site contro , 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
(ii) For the purposes of paragraph (c)

of this section, the term "displaced
person" means any person (family,
individual, business, nonprofit
organization, or farm) that moves from
real property, or moves personal
property from real property,
permanently, as a direct result of
acquisition, rehabilitation, or
demolition for a project. This includes
any permanent, involuntary move for a
project that ismade by a program
participant occupying transitional
housing or permanent housing assisted
under Title IV of the McKinney-Vento
Act, if anyone of the following three
situations occurs:
(A)The program participant moves

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

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

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

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

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

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

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

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

eligible to remain in the building or
comflex upon project completion; or
(3 Other conditions of the move are

not reasonable.
(iii) Notwithstanding the provisions of

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

serious or repeated violation of the
terms and conditions of the lease or
occupancy agreement; the eviction
complied with applicable federal, State,
or local requirements (see §5.78.91);and
the recipient or subrecipient determines
that the eviction was not undertaken for
the purpose of evading the obligation to
provide relocation assistance;
(B)The person moved into the

property after the submission of the
application but, before signing a lease or
occupancy agreement and commencing
occupancy, was provided written notice
of the project's possible impact on the
person (e.g., the person may be
displaced, temporarily relocated, or
incur a rent increase) and the fact that
the person would not qualify as a
"displaced person" (or for any
relocation assistance provided under
this section), as a result of the project;
(Cl The person is ineligible under 49

CFR24.2(a)(9)(ii»j
(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 request, at any

time, HUD's determination of whether a
displacement is or would be covered
under this section.
(3) Initiation of negotiations. For

purposes of determining the formula for
computing replacement housing
payment assistance to be provided to a
displaced person pursuant to this

section, if the displacement is a direct
result of privately undertaken
rehabilitation, demolition, or
acquisition of the real property,
"initiation of negotiations" means the
execution of the agreement between the
recipient and the subrecipient, or
between the recipient (or subrecipient,
as applicable) and the person owning or
controlling the property. In the case of
an option contract to acquire property,
the initiation of negotiations does not
become effective until execution of a
written agreement that creates a legally
enforceable commitment to proceed
with the purchase, such as a purchase
agreement.

(d) Real property acquisition
requirements. Except for acquisitions
described in 49 CFR 24.101(b)(1)
through (5), the URA and the
requirements of 49 CFR part 24, subpart
B apply to any acquisition of real
property for a project where there are
Continuum of Care funds in any part of
the project costs.
(e)Appeals. A person who disagrees

with the recipient's (or subrecipient's, if
applicable) determination concerning
whether the person qualifies as a
displaced person, or the amount of
relocation assistance for which the
person is eligible, may file a written
appeal of that determination with tho
recipient (see 49 CFR 24.10). A low-
income person who is dissatisfied with
the recipient's determination on his or
her appeal may submit a written request
for review of that determination to the
local HUD field office.

5678.86 TImeliness standards.
(a) In general. Recipients must initiate

approved activities and projects
promptly.
(b) Construction activities. Recipients

of funds for rehabilitation or new
construction must meet the following
standards:
(1) Construction activities must begin

within 9 months of the later of signing
of the grant agreement or of signing an
addendum to the grant agreement
authorizing use of grant funds for the
project.
(2) Construction activities must be

completed within 24 months of signing
the grant agreement.
(3) Activities that cannot begin until

after construction activities are
completed must begin within a months
of the date that construction activities
are completed.
(c)Distribution. A recipient that

receives funds through this part must:
(1) Distribute the funds to

subrecipients (in advance of
expenditures by the subrecipients);
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(2) Distribute the appropriate portion
of the funds to a subrecipient no later
than 45 days after receiving an
approvable request for "suchdistribution
from the subreciplent: and

(3)Draw down funds at least once per
quarter of the program year, after
eligible activities commence.

§578.87 Limitation on use of funda.
(a) Maintenance of effort. No

assistance provided under this part (or
any State or local government funds
used to supplement this assistance) may
be used to replace State or local funds
previously used, or designated for use,
to assist homeless persons.

(b) Faith-based activities; (1) Equal
treatment of program participants and
program beneficiaries. (i) Program
panioipcnts. 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
charscter or affiliation. Recipients and
subrecipients of program funds shall
not, in providing program assistance,
discriminate against a program
participant or prospective program
participant on the basis of religion or
religious belief.

(ii) Beneficiaries. In providing
services supported in whole or in part
with federal financial assistance, and in
their outreach activities related to such
services, program participants shall not
discriminate against current or
prospective program beneficiaries on
the basis ofreligion, a religious belief,
a refusal to hold a religious belief, or a
refusal to attend or participate in a
religious practice.

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

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

funds as provided under the regulations
of this part without impairing its
independence, autonomy, expression of
religious beliefs, or religious character.
Such organization will retain its
independence from federal, State. and
local government, and may continue to
carry out its mission, including the
definition, development, practice, and
expression of its religious beliefs,
provided "that it does not use direct
program funds to support or engage in
any explicitly religious activities,
including activities that involve overt
religious content, such as worship,
religious instruction, or proselytization.
or any manner prohibited by law.
Among other things, faith-based
organizations may use space in their
facilities to provide program-funded
services, without removing or altering
religious art, icons, scriptures, or other
religious symbols. In addition, a
Continuum of Care program-funded
religious organization retains its
authority over its internal governance.
and it may retain religious terms in its
organization's name, select its board
members on a religious basis, and
include religious references in its
organization's mission statements and
other governing documents.

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

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

be used for the acquisition,
construction, or rehabilitation of
structures only to the extent that those
structures are used for conducting
eligible activities under this part. When
a structure is used for both eligible and
explicitly religious activities, program
funds may not exceed the cost of those
portions of the acquisition, new
construction, or rehabilitation that are
attributable to eligible activities in
accordance with the cost accounting
requirements applicable to the
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.

§578.89 Limitation on u.e of grant fund.
to aerve persona defined a. homelea.
under other federallawa.

(a) Application requirement.
Applicants that intend to serve
unaccompanied youth and families with
children and youth defined as homeless
under other federal laws in paragraph
(3) of the homeless definition in §576.2
must demonstrate in their application,
to HUD's satisfaction, that the use of
grant funds to serve such persons Is an
equal or groater priority than serving
persons defined as homeless under
paragraphs (1), (2), and (4) of the
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definition of homeless in §576.2. To
demonstrate that it is of equal or greater
priority, applicants mustshow that it is
equally or more cost effective in meeting
the overall goals and objectives of the
plan submitted under section
427(b)(1)(B)of the Act, especially with
respect to children and unaccompanied
youth.
(b)Limit, No more than 10 percent of

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

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

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

assistance to a program participant, the
recipient or subrecipient must provide a
formal process that recognizes the rights
of individuals receiving assistance
under the due process of law. This
process, at 8minimum, must consist of:
(1) Providing the program participant

with a written copy of the program rules
and the termination process before the
participant begins to receive assistance;
(2)Written notice to the program

participant containing a clear statement
of the reasons for termination;
(3)A review of the decision, in which

the program participant is given the
opportunity to present written or oral
objections before a person other than the
person (or a subordinate of that person)
who made or approved the termination
decision; and
(4)Prompt written notice of the final

decision to the program participant.
(c) Hard-to-house populations.

Recipients and subrecipients that are
providing permanent supportive
housing for hard-to-house populations
of homeless persons must exercise
judgment and examine all extenuating
circumstances in determining when
violations are serious enough to warrant
termination so that a program
participant's assistance is terminated
only in the most severe cases.

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

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

(b) Housing for specific
subpopulations. 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 8

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 Drlease 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

Drprovide 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) Affin1iatively 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,
famihel status, or handicap who are
least likely to apply in the absence of
special outreach, and maintain records
of those marketing 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 nand 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
ol'8..anizations).
(b) Continuum a/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,bccause 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-
making process or gain inside
information with regard to activities
assisted under this part, may obtain a
financial interest or benefit from an
assisted activity, have a financial
interest in any contract, subcontract, or
agreement with respect to an assisted
activity, or have a financial interest in
the proceeds derived from an assisted
activity, either for him or herself or for
those with whom he or she has
immediate family or business ties,
during his or her tenure or during the
one-year period following his or her
tenure.
(2)Exceptions. Upon the written

request of the recipient, HUDmay grent
an exception to the provisions of this
section on a case-by-case basis, taking
into account the cumulative effects of

the criteria in paragraph (d)(2)(lil of this
section, provided that the recipient has
satisfactorily met the threshold
requirements of paragraph (d)(2)(H)of
this section.
(i) Threshold requirements. HUDwill

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:
lA)Whether the exception would

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

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

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

was present before the affected person
was in the position described in
paragraph (c)(l) of this section;
(ElWhether 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;
(FJWhether 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)De/ined. Program income is the

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

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

(c) Rent and occupancy charges.
Rents and occupancy charges collected
from program participants are program
income. In addition, rents and
occupancy charges collected from
residents of transitional housing may be
reserved, in whole or in part, to assist
the residents from whom. they are
collected to move to permanent
housing.
§578.99 Applicability of other federal
requlrementa.
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 in §578.31.

(b) Section 6002 of th« 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 higbest 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

ATTACHMENT -----~---------.
PAGE __~_9...__. OF ._~.if!..... PAGES



45464 Federal Register / Vol. 77, No. 147/ Tuesday, July 31, 2012/ Rules and Regulations

(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, subrecipiont 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 Assistanco
Accountability and Transparency Act of
2006, as amonded 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) Applicability of OMBCirculars.

The requirements of 24 CFRpart 85-
Administrative Requirements for Grants
and Cooperative Agreements to State,
Local, and Federally Recognized Indian
Tribal Governments and 2 CFRpart
225-Cost Principles for State, Local
and Indian Tribal Governments (OMB
Circular A-87)-apply to governmental
recipients and subrecipients except
where inconsistent with the provisions
of this part. The requirements of 24 CFR
part 84-Uniform Administrative
Requirements for Grants and
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
Profit Organizations; 2 CFRpart 23G-
Cost Principles for Non-Profit
Organizations (OMBCircular A-122);
and 2 CFRpart 22o-Gost 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.
tg)Audit. Recipients and

subrecipients must comply with the
audit requirements of OMBCircular A-
133, "Audits of States, Local
Governments, and Non-profit
Organizations .••
(h)Davis-Bacon Act. The provisions

of the Davis-Bacon Act do not apply to
this program.

(i) Section 3 of the Housing and
UrbanDevelopment Act. Recipients and
subrecipients must, as applicable,
comply with Section 3 of the Housing
and Urban Development Act of 1968
and its implementing regulations at 24
CFRpart 135, as applicable.

Subpart G-Grant Administration
§ 678.101 Technical ••• I.tance.
(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
separetion 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
contrects, grants, or cooperative
agreements, when necessary, to
implement the technical assistance.
HUDmay also enter into agreements
with other federal agencies for awarding
the technical assistance funds.
§578.103 Recordkeeplng 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);
(ii) Evidence that the Continuum has

been established and operated as set
forth in subpart B of this part, including
published agendas and meeting
minutes, an approved Governance
Charter that is reviewed and updated
annually, a written process for selecting
a board that is reviewed and updated at
least once every 5 years, evidence
required for designating a single HMIS
for the Continuum, and monitoring
reports of recipients and subrecipients;
(iii) Evidence that the Continuum has

prepared the application for funds as set
forth in §678.9, including the
designation of the eligible applicant to
be the collaborative applicant.
(2) Unified funding agency records.

UFAs that requested grant amendments
from HUD, as set forth in §578.105,
must keep evidence that the grant
amendment was approved by the
Continuum. This evidence may include
minutes of meetings at which the grant
amendment was discussed and
approved.
(3)Homeless status. Acceptable

evidence of the homeless as status is set
forth in 24 CFR 576.500(b).
(4)At risk of homelessness status. For

those recipients and subrecipients that
serve persons at risk of homelessness,
the recipient or subrecipient must keep
records that establish "at risk of
homelessness" status of each individual
or family who receives Continuum of
Care homelessness prevention
assistance. Acceptable evidence is
found in 24 CFR 576.500(c).

(5) Records of reasonable 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 dontal 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 HUD and completed by the recipient
or subrecipient; and
(ii) Source documents (e.g.,most

recent wage statement, unemployment
compensation statement, public benefits
statement, bank statement) for the assets
held by the program participant and
income received before the date of the
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
(Iv)To the extent that source

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

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

subrecipient must keep records for each
program participant that document:
(iJThe 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
(il) Where applicable, compliance

with the termination of assistance
requirement in §578.91.

(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.
(Hj) 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 musLbe
supported by the same methods that the
organization uses to support the
allocation of regular personnel costs.

(11) Conflicts of interest. The
recipient and itssubrecipients must
keep records to show compliance with
the orgariizational conflict-of-interest
requirements in §578.95(c), the
Continuum of Care board conflict-of-
interest requirements in §578.95(b), the
other conflict requirements in
§578.95(d), a copy of the personal
conflict-of-int!3l'estpolicy 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) Affinnatively'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.
(ii) The recipient must retain

documentation of monitoring
subrecipients, including any monitoring
findings and corrective actions required.
(iii) The recipient and its

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

(17) Other records specified by HUD.
The recipient and subrecipients must
keep other records specified by HUD.
(6) Confidentiality. In addition to

meeting the specific confidentiality end
security requirements for HMIS data,
the recipient and its subrecipients must
dovelop 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 ofQrre 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 8S 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 tecoidretention. 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 participimt 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,
HUn, the HUDOffice of the Inspector
General, and the Comptroller General of
the United Slates, 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 aubrecipients that
are pertinent to the Continuum of Care
grant, in order to make audits,
examinations, excerpts, and transcripts.
These rights of access are not limited to
the required retention period, but last as
long as the records are retained.

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

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

(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 HUn and the
recipient. Significant grant changes
include a change ofrecipient, 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 recant NOFA.
Approval of shifting funds between
activities and changing subpopulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA. are
met.

(b) For Continuums having more than
one recipient. (1)The recipients or
subrecipients may not make any
significant changes to a project without
prior HUD approval, evidenced by a
grant amendment signed by HUD and
the recipient. Significant changes
include a change of recipient, a change
of project site, additions or deletions in
the types of eligible activities approved
for a project, a shift of more than 10
percent from one approved eligible
activity to another, a reduction in the
number of units, and a change in the
subpopulation served.
(2) Approval of substitution of the

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.

(c) Documentation of changes not
requiring a grant amendment. Any other
changes to an approved grant or project
must be fully documented in the
recipient's or subrecipient's records.

§578.107 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) IfHUD determines preliminarily

that the recipient or one of its
subrecipients has not complied with a
program requirement, HUD will give the
recipient notice of this determination
and an opportunity to demonstrate,
within the time prescribed by HUD and
on the basis of substantial facts and data
that the recipient has complied with the
requirements. HUDmay change the
method of payment to require the
recipient to submit documentation
before payment and obtain HUn'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 HUn
in order to show that the funds to be
drawn down will be expended on
eligible activities in accordance with all
p~am requirements.
(3) If the recipient fails to demonstrate

to HUD's satisfaction that the activities
were carried out in compliance with
program requirements, HUDmay take
one or more of the remedial actions or
sanctions specified in paragraph (b) of
this section.

(b) Remedial actions and sanctions.
Remedial actions and sanctions for a
failure to meet a program requirement
will be designed to prevent a
continuation of the deficiency; to
mitigate, to the extent possible, its
adverse effects or consequences; and to
prevent its recurrence.
(1) HUDmay instruct the recipient to

submit and comply with proposals for
action to correct, mitigate, and prevent
noncompliance with program
requiremants, including:
(i) Preparing and following a schedule

of actions for carrying out activities and
projects affected by the noncompliance,
including schedules, timetables, and
milestones necessary to implement the
affected activities and projects;
(li) Establishing and Tollowing a

management plan that assigns
responsibilities for carrying out the
remedial actions;
(iii) Canceling or revising activities or

projects likely to be affected by the
noncompliance, before expending grant
funds for them;
(iv) Reprogramming grant funds that

have not yet been expended from
affected activities or projects to other
eligible activities or projects;
(v) Suspending disbursement of grant

funds for some or all activities or
projects;
(vi) Reducing or terminating the

remaining grant of a subrecipient and
either reallocating those funds to other

ATTACHMENT •.••.9 .
PAGE •••~k...OF ••••~ •.. PAGES



Federal Register/Vol. 77, No. 147/ Tuesday, July 31, 2012/ Rules and Regulations 45467

subrecipients or returning funds to
BUD; and
(vii) Making matching contributions

before or as draws are made from the
recipient's grant.

(2) HUDmay change the method of
pa~ent to a reimbursement basis.
(3) HUDmay suspend payments to

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

a substitute recipient of HUD's
choosing.

(5) HUDmay deny matching credit for
all or part of the cost of the affected
activities and require the recipient to
make further matching contributions to
make up for the contribution
determined to be ineligible.
(6) BUD may require the recipient to

reimburse the recipient's line of credit
in an amount equal to the funds used for
the affected activities.
(7) HUDmay reduce or terminate the

remaining grant of a recipient.
(8) HUDmay condition a future grant.
(9) HUDmay take other remedies that

are legally available.
(c)Recipient sanctions. If the

recipient determines that a subrecipient
is not complying with a program
requirement or its subrecipient
agreement, the recipient must tale one
of the actions listed in paragraphs (a)
and (b) of this section.
(d) Deobligation. HUDmay deobligate

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

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

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

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

acquisition, rehabilitation, or new
construction for a project is less than the
total cost agreed to in the grant
agreement:

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

moved into units within 3months of the
time that the units are available for
occupancy: and

(6) The grant agreement may set forth
in detail other circumstances under
which funds may be deobligated and
other sanctions may be imposed.

§578.109 Closeout.
(a) In general. Grants will be closed

out in accordance with the requirements
of 24 CFR parts 84 and 85, and closeout
procedures established by HUD.

(b) Reports. Applicants must submit
all reports required by HUD no later
than 90 days from the date of the end
of the project's grant term.
(c)Closeout agreement. Any

obligations remaining as of the date of
the closeout must be covered by tho
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 hi paragraphs
(c)(1) through (4) ofthis section.
Dated:[uno Z8, Z012.

Mark JOhnstOD,
Assistant Secretary for Community Planning
and Development (Acting).
IFR Doc. 2012-175(6 Filed 7-30-12; 8:45 amJ
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AUTHIENTICAT1D9l!.J. GO\ItRNMENT
NfORM.•,:nO"

CPO

PART 200-UNIFORM ADMINISTRA·
TIVE REQUIREMENTS,COST PRIN·
CIPLES, AND -AUDIT REQUIRE·
MENTSFOR FEDERALAWARDS

Subpart A-Acronyms and
Definitions

Seo.
200.0 Acron.yms.
200.1 Definitions.
200.2 AOQuisition cost.
200.8 Advance payment.
200.. Allocation.
200.6 Audit finding.
200.6 Auditee.
200.7 Auditor.
200.8 Budget.
200.9 Central service cost allocation plan.
200.10 C&talog 01 Federal Domestic All81slr

a.nce (CFDA) number.
200.11 CFDA progl'&.mtitle.
200.12 Capital aasets.
200.13 Capital expenditures.
200.14 Cla.1m.
200.15 Claas of Federal awards.
200.16 Closeout.
200.17 Cluster 01 programs.
200.18 Oogn1za.ntagency for audit.
lllO.19 Cognizant Bll'encyfor indil'ect costs.
lllO.20 Computing devioes.
lllO.21 Compl1a.nceBupplement.
lllO.22 Contract.
200.23 Contractor.
200.24 Cooperative agreement.
200.25 Cooperative audit resolution.
200.26 Oorrective action.
200.27 Coat allocation plan.
200.28 Cost objeotive.
200.39 Coat Bbaring or matching.
200.30 CrOBB-cuttingaudit finding.
200.31 [R_rved]
200.32 Data UniversaJ. Numbering System

(DUNS)number.
200.88 Equipment.
200.34 Expenditures.
200.35 Feder •.l agenoy.
200.36 Federal Audit Clearinghouse (FAC).
200.37 Federa.l awarding agency.
200.88 Federal award.
200.39 Federal award date.
200.40 Federal fina.nolallUl8ista.nce.
200,41 Federal interest.
200.42 Federal program.
200.43 Federal sbare.
200.44 Final cost objective.
200.45 Fixed amount awards.
200.46 Foreign public entity.
200.47 Fore1gn organization.

200.48 General purpose equipment.
200.49 Generally Accepted Accounting Prin-

ciples (GAAP).
200.50 Generally Accepted Government Au-

diting Standards (GAGAS).
200.51 Gra.nt agreement.
200.52 HOSpital.
200.53 Improper payment.
200.54 Indian tribe (or "federally recognized

Ind1a.Dtribe ").
200.55 Institutions of H1gher Education

(lHEIl).
200.66 Indtrect (fac1l1tles & adm1n1etra.t1ve

(F&A» costs.
200.57 Indireot cost rate proposaJ..
200.68 Informa.tion technology systems.
200.59 Intangible property.
200.60 Intermediate coat objective.
200.61 Internal controll!.
200.62 Internal control over compl1ance re-

quirements for Federal awards.
200.63 Loan.
200.64 Loca.l government.
200.65 Major program.
200.66 Management decision.
200.6'1 Micro-purchase.
200.66 ModUled Total Direct Cost (MTDC).
200.89 Non-Federal entity.
200.70 Nonprofit organiu.tion.
200.71 Obligations.
200.72 Office of M~ment and Budget
. (OMB).
200.73 Oversight agency for audit.
200.74 PlLBIl-tbroughentity.
200.75 Partlcipa.nt support costs.
200.76 Performance goal.
200.7'1 Period of performance.
200.78 Personal property.
200.79 Peraonally Identifiable Information

(Pn).
200.80 Program income.
200.81 Property.
200.82 Protected Peraonally Identiflable In-

formatton (Protected PU).
200.83 Project cost.
200.84 Questioned cost.
200.65 Real property.
200.86 Recipient.
200.87 Reeearch and Development (R&D).
200.88 Simplified acquisition tbre6bold.
200.89 Special purposs equipment.
200.90 State.
200.91 Student Fina.ncial Aid (SFA).
200.92 Subaward.
200.83 Subrec1plent.
200.94 Supplies.
200.95 Termination.
200.96 Third-party in-kind contributions.
200.97 Unliquidated obligatiOns.
200.98 Unobligated balance.
200.99 Voluntary committed coet sharing.
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Subpart B~erol ProvIsIOns

200.100 Purpose.
200.101 AppUcab1l1ty.
200.102 Exceptions.
200.103 Authorities.
200.104 SupeJ'88881on.
200.105 Effect on other issuances.
200.106 Agency lmplementatlon.
200.107 OMBresponaibillties.
200.108 Inquiries.
200.109 Review date.
200.110 Eft'ect1vllfappllcab111tydate.
200.111 English lan&'llAi'e.
200.112 OonJllot of interest.
200.113 Mandatory dieclosurelS.

SUbpart c-Pr ••. Federal AWCI'd Require·
ments and Contents of Federal Awards

200.200 Purpose.
200.201 Use of grant agreements (inclulling

fixed amount awards). cooperative aa-ree-
ments. and contracts.

200.2D2 Requirement to provide public no-
tice of Federal flnancial ass1st&nce pro-
grams.

200.203 Notloee of flmding opportunities.
200.204 Federal awarding agency review of

merit of propoB&lB.
200.206 Federal a.warding a.gency review of

risk posed by applicants.
200.206 Sts.ndard application requirements.
200.:lD7 Specific conditione.
200.208 Oertlf1catlone and repl'llll8ntatlon8.
200.209 Pre-award costs.
200.210 In!orma.tlon contained In a Federal

a.ward.
200.211 Public a.ccess to Federal a.ward lnfor-

ma.tion.
200.212 SuspeIl810n and deba.rment.

SUbpart ~ Federal Award
Requirements

STA}.'DARDS FOR P'lNANClAL AND PROOIlAM
MANAGEMBNT

200.300 Statutory and national policy re-
quirements.

2OO.S01 Performance measurement.
200.302 Flnancl&! mlLllB4rement.
2OO.80S Internal contro18.
200.304 Bonds.
200.306 Pa.yment.
200.306 Cost Bharin8 or matching ..
200.307 Program mcome.
200.308 Revialon of budget and program

plana.
200.309 Perlod of performance.

PROPERTY STANDAIillS

200.310 Insurance coverage.
200.311 Rew property.
200.312 Federally-owned and exempt prop.

erty.
200.318 Equipment.

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

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

PBocUR.EKII:IIT STANDARDS

200.31'1 Procurementl5 by lltatee.
200.318 General procurement sts.nda.rds.
200.8111 Competition.
200.320 MethodB of procurement to be fol-

lOWed.
200.821 Contracting with small and minorlty

lna1nesaea, WOD18]l'.bume86 enterprises.
and la.bor llurplue &rea ftrms.

200.322 Procurement of recovered materials.
200.323 Contract cost and price.
200.324 Federal awarding agency Dr pass-

througb entity review.
200.825 Bonding requirements.
200.326 Contract prov1alons.

Pi:RJ'oRJoU.NOE AND FINANOIAL MONJ'l'OlUNG
AND REPoRTING

200.32'1 Financial reporting.
200.328 Monitoring and reporting program

performance.
200.829 Reporting on real property.

SUBll.ECIPIENTMONITORING AND MANAGEMENT

200.380 Subrecipient and contractor deter-
minations.

200.831 RequirementB for pass-through enti-
ties.

200.832 Fixed amount subawards.

RIilOORD RETENTIONAND ACCESS

200.333 Retention requirements for records.
200.834 Requests for tra.nefer of recorda.
200.83li Methods for collection, transm188lon

and etorage of ln1'ormatlon.
200.836 Acc8B8to records.
200.3S'1 ReetrictiOIlS on public aOO888 to

recorda.

REMEDIES FOR NONCOMPLIANCB

200.338 Remedies for noncompUance.
200.339 Termination.
200.840 Notification of termination require-

ment.
200.341 Opportunities to object, hearings

and appea.!s.
200.842 Effects of suspension and termi-

nation.

200.343 Closeout.

POST-CLOSEOUT ADJOSn.m:NT8 AND
COJ.,'TINUlNG REsPONBIBILlTIBS

200.844 Post-cloS8out adjUlltments and con-
tinuing reBponB1blUtles.

OOLLECTIONOF AMOUNTS DUE

200.845 Collection of amounts due.
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Subpart E-cost Principles

GENERAL PIlOVIl!JON5
200.400 Policy guide.
200.401 Appl1catioll.

BASIC CONSIDERATIONS

200.402 Composttioll of costs.
2OO.4OS Factom aIfect1Ilg a.llowab1llty of

eosta.
200.404 ReasoIl&ble coata.
200.405 Allocable costs.
200.406 Applicable credits.
200.40'1 Prior written approva.l (prior all-

prova.l).
200.403 L1m1tatiODon allOWaDceof costs.
200.409 SnBc1a.lcoJl8idera.t1oIls.
200.410 cOllection of una.llowable costs.
200.411 Adjustment oC previously negotiated

Indirect (F&A) cost rates conta.ln1ng un-
a.llowa.blecosts.

DIllJWTAND INDIRECT (F&A) CoBTf!
200.412 Clll8ll111cationof coste.
200.413 Direct ooets.
2OO.U4 Indirect (F&A) costa,
200.415 Required oertifiCiltions.

SPECIAL CONSIDERATIONS FOR STATES, LOCAL
GoVERJiNENTSAND I;NDlAN TRIBEs

me.Uti Cost a.lIoeation plans and indirect
cost propoeals.

200.417 Interagency service.

SPECIAL CoNSIDERATIONB FOR INBTlTUTIONIl OF
HIGHBR EDUCATION

200.418 Coste lDcurred by states and loca.l
governments.

200.419 Cost accounting standards and dis-
closure lltatement.

GENKRAL PROVISIONS FOR SEl.llCI'IID ITBMS OF
COST

me.420 Considerations for selected items of
cost.

200.421 Advertising and public relations.
200.422 Advisory councils.
200.423 Alcoholic beverages.
200.424 Alwnn1lae activities.
200.426 Audit services.
200.426 Bad debte.
200.427 Bonding costs.
200.428 Collections of1mproper payments.
200.429 Commencement a.nd convocation

coste.
me.430 Compenea.tlon-persona.l services.
200.431 Compensa.tlon-friDlre benefits.
200.432 Conferenoes.
200.433 Contingency provisions.
200.434 ContribUtions aDd dona.tions.
200.435 Defense and proeBcution of crlm1na.l

and civil prooeedinge, claims. appeals
and patent lntr1ngements.

200.436 Deprec1a.tion.
200.43'1 Employee hea.lth and welfare costs.

Pt. 200

200.438 Enterta.lnment ocsts.
200.439 Equipment and other capitaJ expend-

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

settlements.
200.442 Fund raising and investment man-

agement costs.
200.443 Gains and lossee on disposition of de-

prec1a.ble assets.
200.444 General cOBtaof government.
200.445 Goods or services for J)el'l!oIllllusa.
200.44tl Idle fac1llt1es and idle eapaclty.
200.44'1 Insurance and Indemn1fleation.
200.448 IntellectuaJ property.
200.4411 Interest.
200.460 Lobbying.
200.451 Losaell on other awards or contracts.
200.452 Ma.1nteD8.1lceand repair coats.
200.4.5S Materials and supplies costa, includ-

Ing costs of computing devices.
200.454 Membereh1pa, subscriptions. and pro-

fees10nal activity coets.
200.455 Organization cOBta.
200.456 Pa.rtIcipant support costs.
200.457 Plant and eeCllrlty COl!ts.
200.458 Pre-a.ward oosts.
200.469 Profesa1ona.! service coats.
200.460 Proposal coets.
200.461 Publ1C1ltlonand printing coets.
200.~ Rearrangement and reconversion

costs.
200.463 RecruitlDll" costs.
200.4114 Relooation ooste oC employees.
200.465 Rental costs of real property and

equipment.
200.466 Scholarships and student aid ooate.
200.46'1 8sll1ng aDdmarketing coste.
200.468 8pec1al1zed service tac1lltles.
200.469 Student activity ooats.
200.470 Taxes (including Value Added Tax).
200.471 Termination OOIIts.
200.4'12 Tra.In1ng and education costs.
200.473 Transportation costs.
200.4'74 Travel costs.
200.476 Truatees.

SUbpart F-Audlt Requirements

GENERAL

200.500 Purpose.

AUDIT8

200.501 Audit requirements.
200.502 Basis for detenninlng Federa.l

awards expended.
200.503 Relation to other audit require-

ments.
200.604 Frequency of audits.
200.506 Sanctions.
200.506 Audit costs.
200.507 Program-specific audits.

AUDITEES

200.608 Auditee responatblllties.
200.509 Auditor selection.
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§200.0

200.510 Financ!&! sta.tementa.
200.511 Audit findingsfollow-up.
200.612 Report submt88lon.

FEDBJl.ALAGENCIEII

200.513 Responsibilities.

AUDITORS

200.614 Scope of audit.
200.515 Audit reporttng.
200.616 Audit flncUnp.
200.517 Audit docwnentatlon.
200.618 Major program determiDatlon.
200.519 Crlteria for Federal program rlak.
200.620 Crlterla for a low-rlak auditee.

MANAGEMENT DlIlClSIONS

200.~ Management dec1a1on.
APPllNDIX I TO PART 200-FULL TExT OF No-

TICE OF FUNDING OPPORTIlNlTY
APPENDIX II TO PART 2OO-CONTJl.ACT PROVI-

SIONS FOR NON-FEDlIRAL ENTITY CON-
TRACTS UNDli:R FmlBRAL AWARDS

APPENDIX m TO PART 2OO--INDlRECT (F&A)
COSTS IDi:NTIFlOATION .urn ASSIGNME!I"T,
.urn RATB DIn'ERMlNATION FOR IN8'l'lTU-
TlONS OF HIGBli:R EDUOATION (DIEs)

APPENDIX IV TO PART 200-INDIRJWI' (F&A)
COSTS IDENTIFICATION .urn ASSIGNMENT,
.urn RATE DE'l'BRMlNATION FOR NONPROFIT
ORGANIZATIONS

APPENDIX V TO PART 200- STA'J'B/LOCAL oov-
ERJiMENTWlDE CD."TRAL SERVICE COST AL-
LOCATIONPLANS

APPENDIX VI TO PART 200-PUBLlc AssIST-
ANCECOST ALLocATION PLANs

APPENDIX VII TO PART 320-BTATEB AND
LocAL GoVERNMENT AND INDIAN TRIBB IN-
D!llBCT COST PRoPOSALS

APPENDIX vm TO PART 200-NONPROFIT OR-
GAJ-'lUTlONS EXlDIPTI:D FRoN BUBl'ART
E-CoST PJmIOIPLES OF PART 200

APPENDIX IX TO PART 2O~HoBPlTAL COST
PRINCIPLBS

APPENDIX X TO PART 200-DATA COLLBCTlON
FORM (FoRJd SF-8AC)

APPENDIX XI TO PART 2OO-COMPLlANCl: SUP-
PLEMENT

AUTHORITY: 31 U.S.C. 503

SoURCE: 78 FR 78608, Dec. 26, 2013, nnleaa
otherwlSe noted.

Subpart A-Acronyms and
Definitions
ACROl'."YMS

§ 200.0 Acronyms.

ACRONYM TERM

CAS Cost Accounting Standards
CFDA Catalog of Federal Domestic
Assistance

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

CFR Code of Federal Regulations
CMlA Cash Management Improve-
mentAct

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

EPA Environmental Protection Agen
cy

ERISA Employee Retirement Income
Security Act of 1974(29 U.S,C. 1301-
1481)

EUI Energy Usage Index
F&A Fa.c1l1t1esand Administration
FAC Federal Audit Clearinghouse
FAIN Federal Awa.rd Identification
Number

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

FAR Federal Acquisition Regulation
FFATA Federal Funding Account-
ab1l1ty and Transparenoy Aot of 2006
or Transparency Act-Publ1c Law
109-282,lL8 amended by section 6202(a)
of Public Law 1l()"252(31U.S.C. 6101)

FICA Federal Insurance Contribu-
tions Act

FOIA Freedom of Information Act
FR Federal Register
FI'E Full-time equiva.lent
GAAP Generally Accepted. Account-
ing Principles

GAGAS Generally Accepted Govern-
ment Auditing Standards

GAO Government Accountability Of-
fice

GOCO Government owned, contractor
operated

GSA General Services Adm1nistration
rns Institutional Base Salary
IRE Institutions of Higher Education
IRC Internal Revenue Code
ISDEAA Indian Self-Determination
and Education and .Assistance Act

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

PH Personally Identifiable Informa-
tion

PMS Payment Management System
PRHP Post-retirement Health Plans
PTE PaBlS-throughEntity
REUI Relative Energy Usage Index
SAM System for Award Management
SFA Student Financial Aid
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OMS Guidance

SNAP Supplemental Nutrition AB8ist-
ance Program

SPOC Single Point of Contact
TANF Temporary Assistance for
Needy Fam.1l1es

TFM Treasury Financial Manual
U.S.C. United States Code
VAT Value Added Tax
[78 FR 78608, Dec. 26, 2013, 8.& amended at 79
FR 75880, Dec. 19, 2014]

§ JOO.l Definitiona.
These are the definitions for terms

used in this part. Different definitions
may be found in Federal statutes or
regulations that apply more specifi-
cally to particular programs or activi-
ties. These definitions could be supple-
mented by additional instructional in-
formation provided in governmentwide
standard information collections.

§ 200.2 AcquiaitiODcost.
Acquisition C08t means the cost of the

asset including the cost to ready the
a.sset for its intended use. Acquisition
cost for equipment, for example, means
the net invoice price of the equipment,
including the cost of any modifica-
tions, attachments, accessories, or aux-
iliary apparatus necessary to make it
usable for the purpose for which it is
acquired. Acquisition oosts for soft-
ware includes those development costs
capitalized in accordance with gen-
erally accepted accounting principles
(GAAP). Ancillary charges, such as
taxes, duty, proteotfve in transit insur-
ance, fi'eight, and installation may be
included in or excluded fi'om the acqui-
sition cost in accordance with the non-
Federal entity's regular accounting
practices.

1200.3 Advance payment.
Advance payment means a payment

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

§200.4 Allocation.
Allocation means the process of as-

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

§200.9

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

§200.5 Audit fiDdine.
Audtt /i7U1ing means deficiencies

which the auditor is required by
§200.516Audit findings, paragraph (a)
to report in the schedule of findings
and questioned costs.

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

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

1200.7 Auditor.
Auditor means an auditor who is a

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

§200.8 Budget.
Bud.get means the financial plan for

the project or program that the Fed-
eral awarding agency 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.

§ 200.8 Central eerriee coat allocation
plan.

Central service cast 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 centralized basis to its depart-
ments and agencies. The costs of these
services may be allocated or billed to
users.
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§200.10

§200.10 Ca~ of Federal Domestic
A8si8tanCle(CFDA) number.

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

1200.11 CFDAprogram title.
CFDA program title means the title of

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

§200.12 Capital use •.••
Capital assets means tangible or in-

tangible assets used in operations hav-
Ing a useful life of more than one year
which are capitalized in accordance
with GAAP. Capital assets include:
(a) Land, bulldings (fac1l1ties), eQuip-

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

fioa.tions, replacements, rearra.nge-
ments, reinstallations, renovations or
alterations to oapital assets that mate-
rially increase their value or useful life
(not ordinary repairs and mainte-
nance).

§200.13 Capital expendi1ures.
Capital expenditures means expendi-

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

§200.14 Claim.
Claim means, depending on the con-

text, either:
(a) A written demand or written as-

sertion by one of the parties to a Fed-
eral award seeking as a matter of
right:
(1) The payment of money in a sum

certain;
(2) The adjustment or interpretation

of the terms and conditions of the Fed-
eral award; or
(3)Other relief arising under or relat-

ing to a Federal award.
(b) A request for payment that Is not

In dispute when submitted.

2 CFRCh. /I (1-1-15 Ecltlon)

1200.16 CI8JIII of Federal awardtl.
Class of Federal awards means a.group

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

§200.16 Closeout.
Closeout means the process by which

the Federal awarding agency or pass-
through entity determines that all lLP-

pl1cable adminilltrative actions and all
required work of the Federal award
have been completed and takes actfons
as described in §200.34S Closeout.

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

of closely related programs that share
common compliance requirements. The
types of clusters of programs are re-
search and development (R&D),student
financial aid (SFA), and other clusters,
"Other clusters" are as defined by OMB
in the compl1ance supplement or as
designated by a state for Federal
awards the state provides to its sub-
recipients that meet the definition of a
cluster of programs. When designating
an "other cluster," a state must iden-
tify the Federal awards included in the
cluster and advise the subrecipients of
compliance requirements applicable to
the cluster, consistent with t 200.331
Requirements for pass-through enti-
tles, paragraph (a). A cluster of pro-
grams must be considered as one pro-
gram for determining major programs,
as described in §200.5IB Major program
determination, and, with the exception
of R&D as described In 1200.501 Audit
requirements, paragraph (0), whether a
program-specific audit may be elected.

1200.18 Cognizant agency for audit..
Cognizant agency tOT audit means the

Federal agency desl.gna.tedto carry out
the reeponsibilities described In
§200,513RespoDsib1l1t1es,paragraph (a).
The cognizant agency for audit is not
nec6sSarUy ·the same as the cognizant
agency for Indirect costs. A list of cog-
nizant agencies for audit may be found
at the FACWeb site.
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§ZOO.IS Copizant agency for indirect
cona.

Cognizant agency for indtrect costs
means the Federal agency responsible
for reviewing, negotiating, and approv-
ing cost alloca.tion plans or indirect
cost proposals developed under this
part, on behalf of all Federal agencies.
The cognizant agency for indirect oost
18not necessarily the same as the cog-
n1zant ~ency for audit. For assign-
ments of cognizant agencies see the
folloWing:
(a) For IREs: Appendix m to Part

200-Indirect (FkA) Costs Ident1f1ca-
tion and Assignment, and Rate Deter-
mination for Institutions of Higher
Education (DIEs), paragraph C.ll.
(b) For nonprofit organizations: Ap-

pendix IV to Part 200-Indirect (F&A)
Costs Identifica.tion and Assignment,
and Rate Determination for Nonprofit
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 200-States and Local Govern-
ment and Indian Tribe Indirect Cost
Proposal, paragraph D.l.
[78 FR 7S608,Dec. 36, 2013, as amended at 79
FR 75880,Dec. 19, 2014]

§ZOO.JOComputing devicea.
Computing ctevices means machines

used to acquire, store, analyze, process,
and publish data and other informat1on
eleotronlcally, including accessories
(or "peripherals") for printing, trans-
mitting and receiving, or storing elec-
tronio information. See also §§200.94
Supplies and 200.68Information tech-
nology systems.

§280.21 Compliance supplement.
Compliance supplement means Appen-

dix XI to Part 2OO---ComplianceSupple-
ment (previously known 'as the Cir-
oular A-13SCompliance Supplement).

1200.22 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 of the transaction meets the
definition of a Federal award or
subaward (see 1200.92Subaward).

t 200.23 Conttador.
Contractor means an entity that re-

ceives a contract as dermed in §200.22
Contract.

f 200.24 Cooperative agreement.
Cooperative agreement means a legal

Instrument of financial assistance 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 prinoipal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to carry out a public purpose au-
thorized by a law of the United States
(see 31 U.S.C. 6101(3»; and not to ac-
quire property or services for the Fed-
eral Government or pass-through enti-
ty's direct benefit or use;
(b) Is distinguished from a grant in

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

opment agreement as defined in 15
U.S.C. 37108;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 meane the

use of audit follow-up techniques which
promote prompt corrective action by
improving communication, fostering
collaboration. promoting trust, and de-
veloping an understanding between the
Federal agenoy 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

partnerahips and working ooopera.-
tively with non-Federal entities and
their auditors; and non-Federal enti-
ties and their auditors working coop-
eratively with Federal agencies;
(0) A COCUBon current conditions and

corrective action going forward;
(d) Federal agenoies offering a.ppro-

priate relief for past noncomplianoe
when audits ahow prompt corrective
action ha.soccurred; and
(e) Federal agency leadership sending

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

§200.2& Corrective actioD..
Corrective action means action ta.ken

by the auditee that:
(a) Corrects ident1f1eddefloiencies;
(b) Produces recommended improve-

ments; or
(c) Demonetrates that audit findings

are either invalid or do not wa.rrs.nt
audltee action.

§200.27 Colt allocatioD plan.
Cost allocation plan means central

service cost a.lloca.tion plan or public
assista.nce cost a.llocation plan.

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

tion, activity, award, organizational
subdtviston. contract, or work unit Cor
which cost data are desired and for
which provision is made to accumulate
and measure the cost of processes,
products, jobs. capital profecta, etc. A
cost objective may be a major function
of the non-Federal entity, a particular
service or project, a Federal award, or
an indirect (Fa.c1l1ties & Administra-
tive (F&A» cost activity, a.s deecribed
in Subpart E-Cost Principles of this
Part. See also H200.44Final cost objec-
tive and 200.60Intermediate cost otneo-
tive.

§200~9 C08t sharing or matching.
Cost sharing or matching means the

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

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

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

§200.30 Cross-cuttmg audit finding.
Cross-cutting audit finding means an

audi t finding where the same under-
lying condit.ion or issue affects Federal
awa.rds of more than one Federal
awarding agency or pass-through enti-
ty.

1200.31 Disallowed coRa.
Disallowed costs means those charges

to a Federal awa.rd that the Federal
a.warding a~·enoyor pass-through enti-
ty determines to be unallowable, in &.C-

oordance with the applicable Federal
statutes, regulations, or the terms and
conditions of the Federal award.

§200.32 [Reserved]

§200.33 EquipDHlDt.
Equipment means tangible personal

property (including information tech-
nology systems) having a usef'ul1ife of
more than one year and a per-unit ac-
quisition cost which equals or exceeds
the lesser of the capita.l1zation level es-
ta.bl1shed by the non-Federal entity for
financial sta.tement purposes, or $5,000.
See also H200.12Ca.pita1 assets. 200.20
Computing devices, 200.48General pur-
pose equipment, 200.58 Information
technology systems. 200.89 Special pur-
pose equipment. and 200.94Supplies.

§200.34 ElEJHlDditures.
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 is dieclosed a.nd is con-
sistently applied.
(b) For reports prepared on a cash

basis. expenditures a.re the sum of:
(1) Cash disbursements for direct

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

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

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

ments and payments made to Bub-
recipients.
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(c) For reporta prepared on an ac-
cruaJ basis, expenditures are the sum
of:

(1) Cash disbursements for direct
charges for property and servtces:
(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 amounta owed by the non-Federal
entity for:
(i) Goods and other property re-

ceived;
(it) Services perfonned by employees,

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

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

UOO.35 Federal agency.
Federal agency means an "agency" as

defined at 5 U.S.C. 551(1) and further
clarified by 6 U.S.C. 552(f).

1200.36 Federal Audit Clearinlfho1l8e
(FAC).

F AC means the clearinghouse des-
ignated by OMB 8.B the repository of
record where non-Federal entities are
required to transmit the reporting
packages required by Subpart F-Audlt
Requirementa of this part. The mailing
address of the FAC is Federal Audit
Clearinghouse. Bureau of the Census,
1201E. 10th Street, Jeffersonville, IN
47132a.nd the web address is: http://hQr-
vegter.census.govlsacl. Any future up-
dates to the location of the FAC may
be found at the OMBWeb site.

i200.37 Federal awarding agency.
Federal awarding agencJI means the

Federal agency tha.t provides a Federal
award directly to a non-Federal entity.

§JOO.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 financiaJ assist-

ance that a non-Federal entity receives
directly from a Federal awarding agen-
cy or indirectly from a pass-through
entity, 88 described in §200.101Applica-
bility; or

§200.4O

(2) The cost-reimbursement contract
under the FederaJ Acquisition Regula-
tions that a non-Federal entity re-
ceives directly from a Federal award-
ing agency or indirectly from a pass-
through entity, as described in §200.101
Applicability.
(b) The instrument setting forth the

terms and conditions. The instrument
ill the grant agreement, cooperative
agreement, other agreement for asBiBt-
ance covered in paragraph (b) of §200.40
Federal financial assistance, or the
cost-reimbursement contract awarded
under the Federal Acquisition Regula-
tions.
(c) Federal award does not include

other contracts that a Federal agency
uses to buy goods or services from a
contractor or a contract to operate
FederaJ Government owned, contractor
operated fac1l1t1ee(GOCOe).
(d) See also definitions of FederaJ fi-

nancial assistance, grant agreement,
and cooperative agreement.

§200.89 Federal award date.
Federal award date means the date

when the Federal award is signed by
the authorized official of the Federal
awarding agency.

§ 200.40 Federal financial all8iBtauee.
(a) For granta and cooperative agree-

ments, Federal financial assistance
means asststance that non-Federal en-
tities receive or administer in the form
of:
(1)Granta;
(2)Cooperative agreements;
(3) Non-cash contributions or dona-

tions of property (including donated
surplus property);
(4)Direct appropriations;
(5)Food commodities; and
(6) Other f'mancial asststance (except

aesistance listed in paragraph (b) of
this section).
(b) For Subpart F-Audit Require-

ments of this part, Federal financial as-
sistance also includes assistance that
non-Federal entities receive or admin-
ister in the form of:
(1)Loa.ns;
(2)Loan Guarantees;
(3) Interest subsidies; and
(4) Insurance.
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(c) Federal financial assistance doee
not include amounts received as reim-
borsemen t for services rendered to in-
dlv1dua.ls lUI described in 1200.502Basis
for determin1ng FederaJ awards ex-
pended, paragraph (h) and (i) of this
part.

1200.41 Federal interest.
Federal interest means, for purposee of

§200.329Reporting on real property or
when used in connection with the ac-
quisition or 1mprovement of real prop-
erty, equipment. or supplies under a
Federal award, the dollar amount that
is the product of the:

(a) Federal share of totaJ 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 prograDL
Federal program means:
(a) All Federal awards which are as-

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

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

and (b) of this de11n1tion,a cluster of
programs. The types of clusters of pro-
grams are:

(1) Research and development (R&D);
(2) Student financia.l aid (SFA); and
(3) "Other clusters," as deecribed in

the definition of Cluster of Programs.
[78 FR 78608,Dec. 26, 2018,as unended at 79
FR 75880,Dec. 19,2014]

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

the total project costs that are paid by
Federal funds.

§200.44 Final COIlt objective.
Final cost objective means a cost ob-

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

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

11200.28 Cost objective and 200.60 Inter-
mediate cost objective.

§200.46 Fixed amount awards.

Fized amount awaTlU 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 Federa.l award reduces some of
the a.dm1n1strative burden and record-
keeping requirements for both the non-
Federal entity and Federal awarding
agency or pass-through entity. Ac-
countab1l1ty is based primarily on per-
formance and reeults. See §§200.201Use
of grant agreements (including fixed
amount awards), cooperattve agree-
ments. and contracts, paragraph (b)
and 200.332 Fixed amount subawards.

§200.46 Foreip public: entity.
Foreign public entity means:
(a) A foreign government or foreign

governmental entity;
(b) A public international organiza-

tion, which is an organization entitled
to enjoy privileges, exemptions, and
1mmunities as an international organi-
zation under the International Organi-
zations Immlinit1es Act (22 U.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 partially of one or more foreign
governments or foreign governmental
entities.

§200.47 Foreip organization.

Foreign organization means an entity
that is:
(a) A public or private organization

located in a country other than the
Un1ted States and its territorieB that is
subject to the laws or 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 Un1ted States that solicits
and receives cash contributions from
the general public;
(c) A charitable organization located

in a country other than the United
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States that 1s nonprofit and tax ex-
empt under the laws of its country 01
domicile and operation, and 15 not a
o.niversity, college, accredited degree-
granting institution of education, pri-
vate foundation, hospital, organization
engaged exclusively in research or sci-
entific activit16l!, church, synagogue,
mosque or other simUar entities orga-
nized primarily for religious purposes;
or
(d) An organization located in a

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

[7S FR 71l608,Dec. 26, 2013.&S amended at 79
FR 75880,Dec.19, 20141

§200.48 General purpose equipment.
General purpose equipment means

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

t 200.49 Generally Accer.ted Account-
ing PriDclplel (GAAP.

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

§200.60 Generally Accepted Govern·
ment Auditins Standards (GAGAB).

GAGAS, also known as the Yellow
Book, means generally accepted gov-
ernment auditing standards issued by
the Comptroller General of the United
States, which are applicable to finan-
cial audits.
[78 FR 78608,Dec. 26, 2018.as amended at 79
FR 75880,Dec.19.2014)

§200.61 Grant agreement.
Grant agreement means a legal instru-

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

§200.54

(a) Is used to enter into a relation-
ship the principal purpose 01 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 United States
(see 81 U.S.C. 6101(3»; and not to ac-
quire property or services for tbe Fed-
eral awarding agency or pass-through
entity's direct benefit or use;
(b) Is distinguished from a coopers-

tive a.greement in that it does not pro-
vide for substantial involvement be-
tween the Federal awarding agency or
pass-through entity and the non-Fed-
eral entity in carrying out the activity
contemplated by the Federal award.
(c) Does not include an agreement

that provides only:
(1) Direct United States Government

cash assistance to an individual;
(2) A Bubsidy;
(3) A loan;
(4) A loan guarantee; or
(5) Insurance.

§200.52 Hospital.
Hospital means a fac1l1ty licensed as

a hospital under the law of any state or
a fac111tyoperated as a hospital by the
United States, a state, or a subdivision
of a state.

1200.&3 Improper payment.
(a) lmurof}er 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-
tractua.l, administrative, or other le-
gally applicable requirements; and
(b) Improper payment includes any

payment to an ineligible party, any
payment for an ineligible good or serv-
ice, any duplicate payment, any pay-
ment for a good or service not received
(except for such payments where au-
thorized by law), any payment that
does not account for credit for applica-
ble discounts. and any payment where
insu1llcient or lack of documentation
prevents a reviewer from discerntng
whether a payment was proper.

§200.&4 Indian tribe (or "federally rec-
ognized Indian tribe").

Indian tribe means any Indian tribe,
band, nation. or other organized group
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or community, including any Alaska
Native village or regional or vil1&.ge
corporation as defined in or established
pursuant to the Alaska N&.tiveCl&.ims
Bettlement Act (48U.S.C. Chapter 88),
which is recognized as eligible for the
special programs. and services provided
by the United States to Indians be-
cause of their status as Indians (25
U.S.C. 450b(e». Bee annu&.lly published
Bureau of Indian Affa.1rslist or Indla.n
Entities Recognized a.nd Eligible to Re-
ceive Services.

§200.55 InBiitutioDB of Bisher Edu·
cation (IIIEe).

IHE is defined &.t20U.S.C. 1001.

§ 200,56 Indirect (facilitillll 41: admiDis·
tz-ative(F&A»eon..

Indirect (FillA) costs means those costs
incurred for a common or joint purpose
benefitting more than one cost objec-
tive, and not readily assignable to the
cost objectives specif1cally benefitted,
without effort disproportionate to the
results a.chieved. To fac1l1tate equi-
table distribution of indirect expenses
to the cost objectives served, It may be
necessary to establish a number of
pools of indirect (F&A) costs. Indirect
(F&A) cost pools must be distributed to
benefitted cost objectives on bases that
will produoe an equitable result in con-
sideration of rela.t1vebenefits derived.
['18 FR 78608, Dec. 26. 2018. as amended at 79
FR 76880,Dec. 19. 2014]

§ 200.67 Indirect cost rate propo•••.
Indirect cost Tate proposal means the

documentation prepared by a non-Fed-
eral entity to substantiate its request
for the establishment or an indirect
cost rate as described in Appendix m
to Part ~Ind1rect (F&A) Costs Iden-
tification and Assignment. and Rate
Determination for Institutions of High-
er Education (IHEs) through Appendix
vn to Part ~States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals of this part, and Appendix IX
to Part 200-Hospital Cost Principles.
['18 FR 78608, Dec. 26, 2013, as amended at 79
FR 76880.Dec. 19, 2014]

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

§200.58 Information technology sys·
tems.

Information technology SJ/stemsmeans
computing devices, ancillary equip-
ment, software, firmware, and similar
procedures, services (including support
services), and related resources. See
also §§200.20Computing devices and
200.33Equipment.

§200.69 Intangible property.
Intangible property means property

having no physical existence, such as
trademarks, copyrights. patents and
patent applications and property. such
as 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 IDtermedi.te coat objective.
Intermediate cost olliective means a

cost objeCtive that is used to accumu-
late Indirect costs or service center
costs that are subsequently allocated
to one or more indirect cost pools or
final cost objectives. See also 1200.28
Cost objective and §200.44Final cost
objective.

§200.61 Internal controls.
Internal controls means a process, im-

plemented by a non-Federal entity, de-
signed to provide reasonable assurance
regarding the achievement of objec-
tives In the following categories:
(&.)Effectiveness and emciency of op-

erations;
(b) Reliability of reporting for inter-

nal and external use; and
(c) Compliance with applicable laws

and regulations.

1200.62 Internal conirol over compli-
ance requirements for Federal
.warda.

Internal control over compliance re-
quirements for Federal awards means a
process implemented by a non-Federal
entity designed to provide reasonable
aseuranoe regarding the achievement
of the following ob,ectlves 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-
ports;
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(2) Maintain accountability over as-
sets; and
(3) Demonstrate compliance with

Federal statutes. regulations, and the
terme and conditions of the Federal
award;
(b) Transactions are executed in com-

pliance with:
(1) Federal statutes, regula.tions, and

the terms and conditions of the Federal
a.ward tha.t could have a.direct and ma.-
terial effect on a Federal progra.m; and
(2) Ally other Federal statutes and

regulations that are identified in the
Compliance Supplement; and
(0) Funds, property, and other assets

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

1200,63 Loan.
Loan means a Federal loan or loan

gua.ra.ntee received or administered by
a non-Federal entity, except as used in
the definition or 1200.80 Program in-
come.
(a) The term "direct loa.n" means a

disbursement or funds by the Federal
Government to a non-Federal borrower
under a contraot that requires the re-
payment of suoh funds with or without
interest. The term includes the pur-
chase of, or participation in, a loan
made by another lender and f"lnanclng
arrangements that defer payment for
more than 90days, including the sale of
a Federal Government asset on credit
terms. The term does not include the
aCQuisition of a federally guaranteed
loan in satiefaction of default cla1ms or
the price support loans or 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-
1111edby the borrower.
(c) The term "loan guarantee" means

any Federal Government guarantee, in-
surance. or other pledge with respect
to the payment of all or a part of the
prinoipal or interest on any debt obli-
gation of a non-Federal borrower to a
non-Federal lender, but does not in-
clude the insurance of deposfts. shares,
or other withdrawable accounts in ft-
nancial institutions.
(d) The term "loan guarantee com-

mitment" means a binding agreement
by a Federal awarding agency to make

§200.67

a loan guarantee when specified condi-
tions are fulfilled by the borrower, the
lender, or any other party to the guar-
antee agreement.

i 2OO.M Local,overnment.
Local government means any unit of

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

any public housing 8f!'ency under the
United States HOUSingAct of 1937;
(i) Special district;
(j) Sohool district;
(k) Intrastate district;
(1) Council of governments. whether

or not incorporated as a nonprofit cor-
poration under state law; and
(m) Any other agency or instrumen-

tality of a 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
1200.518 Major program determination
or a program identified as a major pro-
gram by a Federal awarding agency or
pass-through entity in accordance with
§200.503 Rela.tion to other audit re-
quirements, paragraph (e).

§200.66 Management decl.t;ion.
Management decision means the eval-

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

§200,67 Micro-purchase.
Micro-PUTChase means a purchase of

supplies or services using simpl1fted ac-
quisition procedures, the 8f!'gregate
amount of wlrlch does not exceed the
micro-purchase threshold. Micro-pm'-
chase procedures comprise a subset of a
non-Federal entity's small purchase
procedures. The non-Federal entity
uses such procedures in order to expe-
dite the completion of its lowest-dollar
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§200.68

small purchase transactions and mini-
mize the associated a.dministra.tive
burden and oost. The micro-purchase
threshold is set by the Federal Acquisi-
tion Regulation at 48 CFR Subpart 2.1
(Definitions). It is $3,000except as oth-
erwise disc\lS6tldin Subpart 2.1 of that
regulation, but this threshold is peri-
odically a.djusted for inflation.

§200.68 Modified Total Direct Collt
(MTDC).

MTDC means all direct sa1arles and
wages, a.pplicable fringe benefits, mate-
rials and supplies, services, travel, and
up to the first $25,000of each subaward
(regardless of the period of perform-
ance of the subawards under the
award). MTDC excludes equipment,
capttal expenditures, charges for pa-
tient care, rental costs, tuition remis-
sian, scholarships and fellowships, par-
ticipant support costs and the portion
of each subaward in excess of $25,000.
Other items may only be excluded
when necessary to avoid a serious in-
equity in the distribution of Indirect
oosts, and with the approval of the cog-
nizant agency for indirect costs.
[79 FR 7!i880. Dec. 19, 2014]

§200.69 Non.Federal entity.
Ntm- Federal entitJI means a state,

local government, India.n tribe, institu-
tion of higher education (DIE), or non-
profit orga.n1zatlon that carries out a
Federal award as a recipient or sub-
recipient.

1200.70 Nonprofit oJ"lfanizaiion.
Nonprofit organization means any cor-

poration, trust, association, coopera-
tive, or other organization, not mclud-
ing IHEs, tha.t:
(a) Is operated pr1ma.rily for sci-

entific, educational, service, chart-
table, or simllar purposes in the public
interest;
(b) Is not organized primarlly for

pront; and
(c) Uses net proceeds to maintain,

improve, or expand the operations of
the orga.niza.tion.

§JOO. 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 a.nd
services, contracts and subawards
made, and similar. transa.ctlons dw1ng
a given period that require payment by
the non-Federal entity during the same
or a future period.

1200.72 Office of Managemen~ and
Budget (OMB).

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

1200.73 Ovenight agency for audit.
Oversight agency for auclit means the

Federal awa.rding agency that provides
the predominant amount of funding di-
rectly to a non-Federal entity not as-
signed a cognizant agency for audit.
When there is no direct funding, the
Federal awarding agency which is the
predominant source of pass-through
funding must assume the oversight re-
sponsibilities. The duties of the over-
sight agency for audit and the process
for any reassignments are described 1n
§200.513 Responsibilities, paragraph (b).

1200.74 Pa8l ..&hJooqhentity.
PlUls-through entity means a non-Fed-

eral entity that provides a eubaward to
a subreoipient to carry out part of a
Federal program.

§200.75 Parlicipant .upport coeta.
Participant support com means direct

costs for items such as stipends or sub-
sistence allowances, travel allowances,
and registration fees paid 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 performa.nce expreB8ed&B a. tangible,
measurable objective, against which
actual a.ch1evement can be compared,
including a goal expreesed as a quan-
titative standard, value, 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 evaluated in
accordance with a.gency policy).

§200.77 Period of performance.
Period of performance means the time

during which the non-Federal entity
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may incur new obligations to carry out
the work authorized under the Federal
aWard. The Federal awarding agency or
p&8Il-throughentity must include start
a.nd end dates of the period of perform-
a.nee in the Federal award (see §§200.210
Information contained in a- Federal
a-ward paragraph (a)(5) and 200.331 Re-
quirements for pa.ss-through entities.
paragraph (a)(l)(lv».

1200.78 Pereonal property.
Personal property means property

other than real property. It ma-y be
tangible, having physical existence, or
intangible.

§200.79 Penonally Identifiable Infor-
mation (pm.

PII means information that can be
used to distinguish or trace an individ-
ual's identity, either alone or when
combined with other personal or iden-
tifying information that is linked or
linkable to a speciflc individual. Some
information that is considered to be
PII is available in public sources such
as telephone books, public Web Bites.
and university listings. This type of in-
formation is considered to be Public
PITand includes, for example, first and
last name, address, work telephone
number, email address. home telephone
number, and general educational cre-
dentials. The def1n1tion of Pll 1s not
anchored to any Single category of in-
fonnatlon or technology. Rather, it re-
quires a oase-by-oase assessment of the
specific risk that an individual can be
identlfled. Non-Pll can become Pll
whenever addi"tional information is
made publicly available, in a.ny me-
dium and from any source, that, when
combined with other a.vailable infor-
mation, could be used to identify an in-
dividual.

§200.80 Program income.
Program income means gross Income

earned by the non-Federal entity that
is directly generated by a supported ac-
tivity or earned as a result of the Fed-
eral award during the period of per-
formance except as provided in §200.307
paragraph (f). (See 1200.77 Period of
performance.) Program income in-
cludes but is not l1m1ted to income
from fees for services perfonned, 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, ncense
fees and royalties on patentB 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, cred1tB.
discounts. and interest earned on any
of them. See aleo 1200.407 Prior written
approval (prior approval). See also 35
U.S.C. 200-212 "Disposition of RightB in
Educational Awards" appUes to Inven-
tions made under Federal awards.
[78 FR 78608.Dec. 26. 2m3. as amended at 79
FR 76880.Dec. 19, 2014]

t ZOO.81 Property.
PropertJI means real property or per-

sonal property.

1200.82 Protected Personally Identifi·
able Information (Protected Pro.

Protected PII 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 l1m1ted to, social security number,
passport number, credit card numbers.
clea.rs.nces, bank numbers. biometrics,
date and place of birth, mother's maid-
en name, criminal, medical and finan-
cial records. educational transcripts.
This does not include Pll that 18 re-
quired by law to be disclosed. (See also
§200.79 Personally Ident1f1able Informa-
tion (Pll».

§200.83 Project cost.
Project cost means total a.llowable

costs incurred under a Federal award
and all required cost sharing and vel-
untarv committed cost sharing, includ-
ing third-party contributions.

§200.84 Questioned coat.
Questioned cost means a cost that is

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

or possible violation of eo statute, regu-
lation. or the terms and conditione of a
Federal a.ward, including for funds ueed
to match Federal funds;

91

ATTACHMENT _••_.12.__..__._.
PAGE _.J? OF _..~~.~ .. PAGES



5200.65

(b) Where the costa, at the time of
the audit, are not supported by ade-
quate dooumentation; or
(c) Where the costs incurred appear

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

1200.85 Re8I property.
Real property means land, including

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

§200.86 Recipient.
Recipient means a non-Federal entity

that receives a Federal Bowarddirectly
from a Federal awarding agency to
carry out an activity under a Federal
program. The term recipient does not
include subrectpients. See also 1200.69
Non-Federal entity.

§200.87 Research and Development
(R&D).

R&D means all research activities,
both basio and applied, and all develop-
ment activities that are performed by
non-Federal entities. Tbe term re-
search also includes activities involv-
ing the training of individuals in re-
search techniques where such activities
ut111zethe same Cac1l1tlesas other re-
search and development activities and
where such activities are not included
in the instruction function.
"Research" is defined as Bosystem-

atic study directed toward 1uller sci-
entific knowledge or understanding 01
the subject studied. "Development" is
the 8ystematic use of knowledge and
understanding gained Cromresearch di-
rected toward the production 01usefu]
materials, devices, systems, or meth-
ods. including design and development
of prototypes and processes.

1200.88 Simplified acquisition thre&h.
old..

Simplified acquisition threshold means
the dollar amount below which a non-
Federal entity may purohase property
or services using small purchase meth-
ods. Non-Federal entities adopt small
purchase procedures in order to expe-
dite the purchase 01 items costing less
than the simplified acquisition thresh-
old. The simplified acquisition thresh-
old Is set by the Federal Acquisition

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

Regulation at 48CFR Subpart 2.1 (Deh-
nltions) and in accordance with 41
U.S.C. 1908.As or the publ1cat1on of
this part, the simplified a.cqu1sition
threshold te $150,000,but this threshold
is periodically adjusted for inflation.
(Also see defmition 01 §200.6'7Micro-
purchase.)

1200.89 Special purpose equipment.
Special purpose equipment means

equipment which Is used only 10r re-
search. medical, Bclentific, or other
technical activities. Examples of spe-
oial );)urpose equipment mclude micro-
soopes, x-ray machines, Burgical instru-
ments, and spectrometers. See also
H200.33 Equipment and 200.48General
purpose equipment.

liDO.90 State.
State means any state 01 the United

States, the District of Columbia, the
Commonwealth of Puerto Rico, U.S.
Virgin Islands, Guam, American
Samoa, the Commonwealth of the
Northern Mariana ISlands. and any
agency or instrumentality thereoC ex-
clusive of local governments.
['18 FR 78608.Dec. 26. 2013. as amended at 7ll
FR 7588(J. Dec. 19, 20141

1200.91 Student FiDanc!al Aid (SFA).
SFA means Federal awards under

those proe-ra.ms of general student aB-
sistance, such as those authorized by
Title IV of the Higher Education Act of
1965,as amended, (20U.S.C. 1070--1l199d),
which are adm1n1stered by the U.B. De-
partment 01 Education. and similar
programs provided by other Federal
agenoies. It does not include Federal
awards under programs that provide
fellowships or similar Federal award!!
to students on a competitive basis, or
for specified studies or research.

§200.91 Subaward.
Subaward means an award provided

by a pass-through entity to a Bub-
recipient 10r the subrecipient to carry
out part of a Federal a.ward received by
the pass-through entity. It does not in-
clude payments to a contractor or pay-
menta to an individual that is a bene-
nc1ary of a Federal program. A
subaward may be provided through any
form of legal agreement. including an
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agreement that the pass-through entI-
ty considers a contract.

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

tity that receives a subawa.rd from a
pa.88-through entIty to carry out part
of a Federal program; but does not in-
clude an indIv1dual that is a bene-
flciary of such program. A subrecipient
may also be a recipient of other Fed-
eral awards directly from a Federal
8.W&rolngagency.

§200.94 Supplies.
Supplies means all tangible personal

property other than those described In
§200.33EquIpment. A computing device
is a supply if the acquisition oost Is
less than the lesser of the capItaliza-
non level established by the non-Fed-
eral entity for f1na.ncialstatement pur-
poses or S5,OOO, rega.rdleBBof the length
of its useful life. See also §§200.20Com-
puting devices and 200.33EquIpment.

§200..90 Termination.
Tennination means the ending of a

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

§200.98 Third·party in·kind contribu·
tiona.

Third.-party in-kind. contributions
means the value of non-cash contribu-
tions (I.e., property or services) that-

(a) Benefit a federally assisted
project or program; and

(b) Are oontrlbuted by non-Federal
third parties, without charge, to a non-
Federal entity under a Federal award.

§ 200.97 Unliquidated obligations.
Unliquidated obligatio1l$ means, for fi-

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

§ 200.98 Unobligated balance.
Unobligated. balance means the

amount of funds under a Federal award
that the non-Federal entity has not ob-
ligated. The amount is computed by

§200.100

subtracting the cumulative amount of
the non-Federal entity's unlIquidated
obligations and expenditures of funds
under the Federal award from the cu-
mulative amount of the funds that the
Federal awarding agency or pass-
through entity a.uthorized the non-Fed-
eral entity to obligate.

§200.99 Voluntary committed cost
marin,.

Voluntary commttted. con sharing
means cost sharing specifically pledged
on a voluntary basil! in the proposal's
budget or tJle Federa.l award on the
pr.rt of the non-Federal entity a.nd that
becomes a binding requirement of Fed-
eral awa.rd.

Subpart &-General Provisions

1200.100 Purpose.
(a)(1) This part establlshes uniform

administrative requirements, cost
prlnoiples, and audit requirements for
Federal awards to non·Federal entities,
as descrIbed in §200.101Applicab1l1ty.
Federal a.warding agencies must Dot
Impose a.dditional or Inconsistent re-
quirements, exoept as provided in
§§200.102Exceptions and 200.210Infor-
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.
systema.tic and periodic oollection and
uniform submission by Federal agen-
cies of information on all Federa.l fi-
nancial assistance programs to the Of-
fice of Mana.gement and Budget (OMB).
It also establishes Federal policies re-
lated to the delivery of this informa-
tion to the public, including through
the use of electronic media. It pre-
scribes the manner in whioh General
Services Administration (GSA), OMB,
and Federal agencies that administer
Federal financial assistance programs
are to carry out their statutory respon-
sibilities under the Federal Program
Information Aot (81U.S.C. 6101-61(6).

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

Principles of this part establishes prin-
ciples for determining the allowable
costs incurred by non-Federal entitles
under Federa.l a.wa.rdfl.The principles
are for the purpose of cost determina-
tion and are not intended to identify
the circumstances or dictate the extent
of Federal Government participation in
the financing of a particular program
or project. The prtnoiples are designed
to provide that Federal awards bear
their fair share of cost recognized
under these principles except where re-
stricted or prohibited by statute.
(d) Single Audit RequiTements and

Audit Follow-up. Subpart F-Audit Be-
quiremente of this part Is Issued pursu-
ant to the Single Audit Act Amend-
ments of 1996, (51 U.S.C. 7501-7507). It
sets forth standards for obtaining con-
sistency and uniformity among Federal
agencies for the audit of non-Federal
entities expending Federal awards.
These provisions also provide the poli-
cies and procedures for Federal award-
ing agencies and pass-through entities
when usiJ;lgthe results of these audits.
(e) For OMB guidance to Federal

awarding agencies on Challenges and
Prizes, please see M-IO-11 Guidance on
the Use of Challenges and PrIzes to

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

Promote Open Government, i.6sued
March 8, 2010, or Its successor.

1200.101 Applicability.
(a) General applicabfltty to Federal

agencies. The requirements established
in this part apply to Federal agencies
that make Federal awards to non-Fed-
eral entities. These requirements are
applicable to all costs related to Fed-
eral awards.
(b)(l) AwlicabUity to different types of

Federal awards. The following table de-
scribes what portions of this part apply
to which types of Federal awards. The
terms and conditions of Federal awards
(including this part) flow down to sub-
awards to subreclplents unless a par-
ticular section of this part or the terms
and conditions of the Federal award
specifically indicate otherwise. This
means that non-Federal entities must
comply with requirements in this part
regardless of whether the non-Federal
entity is a recipient or subrecip1ent of
a Federal award. Pass-through entities
must comply with the requirements de-
scribed in Subpart D-Post Federal
Award Requirements of this part,
§§200.5SO Subrecipient and contractor
determinations through 200.532 Fixed
amount Subawards, 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 oondrttons of the Federal
award indicate otherwise.
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(2) Federal award of cost-reimbursement
contTact under the FAR to a non-Federal
entity. When a non-Federal entity 1s
awarded a cost-reimbursement con-
tract, only Subpart D-Post Federal
Award Requirements of this part,
§§200.330Subrecipient and contractor
determ1natlons through 200.382Fixed
a.mount Subawards (in addition to any
FAR rela.ted requ1rements for
suba.ward monitoring), Subpart E-
Cost Pi'inciples of th1s part and Sub-
part F-Audit Requirements of this

part are incorporated by reference into
the contract. However. when the Oost
Accounting Standard5 (CAS) are appli-
cable to tbe contract, they take prece-
dence over the requirements of thiE
part except for Subpart F-Audit Re-
quirements of this part when they are
in conflict In addition. coats that are
made unallowable under 10 U.S.C.
2324(e)and 41U.S.C. 4304(&)as descr1bed
in the FAR subpart, 31.2 and subpart
31.603are always unallowable. For re-
quirements other tban those covered in
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Subpart D-Post Federal Award Re-
quirements of thill part, §§200.330Bub-
recipient and contractor determina-
tions through 200.882Fixed amount
Subawards. Subpart E-Cost Principles
of this part and Subpart F-Audit Re-
quirements of this part, the terms of
the contract and the FAR apply.
(3) With the exception of Subpart F-

Audit Requirements of this part. which
is required by the Single Audit Act. in
any circumstances where the provi-
sions of Federal statutes or regulations
differ from the provisions of this part,
the provision of the Federal statutes or
regulations govern. This includes. for
agreements with Indian tribes, the pre-
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-
tities. or foreign Orgamzations. except
where the Federal awarding agency de-
termInes that the appl1cation 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 for §200.202Requirement

to provide public notice of Federal fi-
nancial &88istance programs and
S§200.330Subrecipient and contractor
determinations through 200.332Fixed
amount Suba.wardsof Subpart D-Post
Federal Awa.rd 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 standards of OMB
apply to subrecipients of Community
Services Block Grant funds pursuant to
42U.S.C.9916(a)(I)(B);
(2) Federal awards to local education

agencies under 20 U.S.C. 7'102-7'10Sb.
(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 Ecfrllon)

(4) Federal awards authortsed under
the Child Care and Development Block
Grant Act of 1990. as amended:
(i) Child Care and Development Block

Grant (42 U.S.C.9858)
(11) Child Care Mandatory and Match-

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

to provide public notice of Federal fi-
nancial ass1stance programs the guid-
ance In Subpart ~Pre-Federal Award
Requiremente and Contents of Federal
Awards of this part does not apply to
the following programs:
(1) Entitlement Federal awards to

carry out the following programs of the
Social Security Act:
(1) Temporary Assistance to Needy

Families (title IV-A of the Social Secu-
rity Act, 42U.S.C. 601-919);

(11) Child Support Enforcement and
Establishment or Paternity (title IV-D
or the Soclal Security Act, 42 U.S.C.
651-969b);
(111)Foster Care and Adoption Asstst-

ance (title IV-E of the Act, 42 U.S.C.
67(}-6790);
(tv) Aid to the Aged, Blind, and Dis-

abled (titles I. X. XIV, and XVI-AAJ3D
of the Act. as amended);
(v) Medical Assistance (Medicaid)

(title XIX of the Act. 42 U.S.C. 1396-
1396w-6)not including the State Med-
icaid Fraud Control program author-
ized by section 1903(aX6)(B)or the Se-
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.
139'7&&-139'7mm).
(2) A Federal award for an experi-

mental. pilot. or demonstration project
that .is also supported by a Federal
award listed in paragraph (e)(1) of this
section;
(8) Federal awards under subsection

412(e)of the Immigration and Nation-
ality Act and subsection 501(a) of the
Refugee Education ABBistanceAct of
1960(Pub. L. 96-422. 94 Stat. 1809).for
cash assistance, medical B.Bsistance,
and supplemental security income ben-
efits to refugees and entrants and the
administrat1ve C08ts 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, 42U.S.C. 1755),
(iii) Special Meal Assistance (eeotion

11 of the Act, 42U.S.C. 1759a),
(tv) Summer Food Service Program

for Children (section 13 of the Act, 42
U.S.C. 1761),and
(v) Child and Adult Care Food Pro-

gram (section 17 of the Act, 42 U.S.C.
1766).
(5) Entitiement awards under the fol-

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

the Act, 42U.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, 42 U.S.C. section
1776).

(6) Entitlement awa.rds for State Ad-
ministrative Expenses under The Food
and Nutrition Act of 2008(section 16 of
the Act, 7 U.S.C. 2025).
(7) Non-dieoretlonary Federal awards

under the following non-entitlement
programs:
(i) Special Supplemental Nutrition

Program for Women, Infants and Chil-
dren (section 17 of the Child Nutrition
Act of 1966)42U.S.C. section 1786;

(11) The Emergency Food Ass1stance
Programs (Emergency Food Assistance
Act of 1983)7 U.S.C. section 7501note;
and
(1ii) Commodity Supplemental Food

Program (section 5 of the Agriculture
and Consumer Protection Act of 1978)7
U.S.C. sectton 612cnote.
[78 FR 78608,Dec. 26, 2013, as amendedAt 79
FR 75880,Dec. Ill, 2014)

§~O,I02 Es:oeptiOUB.
(a) With the exception of Subpart F-

Audit Requirements of this part, OMB
may allow exceptions for classes of
Federal awards or non-Federal entitles
subject to the requirements of this part
when exceptions are not prohibited by
statute. However, 1n the interest of
maximum uniformity, exceptions from
the requirements of this part will be
permitted only in unusual cir-
cumstances. Exceptions for classes of

§200.103

Federal awards or non-Federal entities
will be published on the OMBWeb site
at www.whitehouse.govlomb.
(b) Exceptions on a caee-by-case basis

for individual non-Federal entities may
be authorized by the Federal awarding
agency or cognizant agency for indirect
costs, except where otherwise required
by law or where OMB or other approval
is expressly required by this part.
(c) The Federal awardiDg agency may

apply more restrictive requirements to
a class of Federal awards or non-Fed-
eral entities when approved by OMB, or
when, required by Federal statutes or
regulations, except for the require-
ments in Subpart F-Audit Requlre-
ments of this part. A Federal awarding
agency may apply lesB restrictive re-
quirements when making fixed amount
awards as defined in Subpart A-Acro-
nyms and Detlnitions of this pa.rt, ex-
cept for those requirements imposed by
statute or in Subpart F-Audlt Re-
quirements of this part.
(d) On a ca.se-by-case basis, OMB will

approve new strategies for Federal
awardB when proposed by the Federal
awarding agency 1n accordance with
OMB guidance (such aBM-13-17) to de-
velop additional evidence relevant to
addressing important policy challengeB
or to promote cost-effectiveness 1n and
acroae Federal programs. Proposals
may draw on the innovative program
designs discussed in M-I3-17 to expand
or improve the use of effective prac-
tices in delivering Federal imancial as-
sistance whlle also encouraging inno-
vation 1n service delivery. Proposals
submitted to OMB in accordance with
M-I3-17 may include requests to waive
requirements other than those in Sub-
part F-Audit Requlrements of this
part.
[78 FR 78608,Dec. 26. 201S. as amended at 79
FR ~6881,Dec.19, 2014]

§200.108 Authorities.
This part 1s issued under the fol-

lowing authorities.
(a) Subpart B-{}eneral Provisions of

this part through Subpart D-Post Fed-
eral Award Requirements of this part
are authorized under 31 U.S.C. 503 (the
Chief Financial Officers Act, Functions
of the Deputy Director for Manage-
ment), 81 U.S.C. 1111(Improving Econ-
omy and Efficiency of the United
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§2OO.104

States Government), 41U.S.C. 1101-1131
(the Office of Federal Procurement
Policy Act), Reorganization Plan No.2
of 1970, and Executive Order 11541
("Prescribing the Dutdes of the Office
of Mans.gement and Budget and the Do-
mestic Pollcy CouncBin the Executive
Office of the Pres1dent"), the Single
Audit Act Amendments of 1996, (31
U.S.C. 7601-7507),as well as The Federal
Program Information Act (Public Law
95-2roand Public Law 96-169,as amend-
ed, codified at 31U.S.C. 6101-6106).
(b) Subpart E-Cost Principles of this

part is authorized under the Budget
and Accounting Act of 1921,as amend-
ed; the Budget and Accounting Proce-
dures Act of 1950,as amended (31U.S.C.
1101-1125);the Chief Financial Officers
Act of 1990(31U.S.C. 503--004);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 Execut1ve omce of the
President."
(c) Subpart F-Audit Requirements

of this part is authorized under the
Single Audit Act Amendments of 1996,
(31U.S.C. 7601-7507).

t JOO.104 Supenetl8iOD.
As described in §200.110EffectIve/ap-

plicability date, this part supersedes
the following OMB guidance documents
and regulations under Title 2 of the
Code of Federal Regniations:
(a) A-21, "Cost Principles for Edu-

cational Institutions" (2 CFR part 2ro);
(b) A~7, "Cost Principles for State.

Local and Indian Tribal Governments"
(2CPR part 225)and also FEDERALREG-
ISTER notice 51FR 552(January 6, 1986);
(c) A-89, "Federal DomestIc Assist-

ance Program Information";
(d) A-102,"Grant Awards and Cooper-

ative Agreements with State and Local
Governments";
(e) A-llO, "Uniform AdministratIve

Requirements for Awards and Other
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
profit Organizations" (codified at 2
CFR 215);
(f) A-122, "Cost Principles for Non-

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

Gover:pments and Non-Profit Organiza-
tions "; and .

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

(h) Those sections of A-50 related to
audits performed under Subpart F-
Audit Requirements of tll1s part.
['18 FR 78608, Dec. 26, 2013. a8 a.mended at 79
FR 7688l1,Dec. 19, ~14]

t 200.105 Effect ODother i&8wmces.
For Federal awards subject to this

part, all administrative requirements,
program manuals, handbooks and other
non-regulatory materials that are in-
consistent with the requirements of
this part must be superseded upon Im-
plementation of this part by the Fed-
eral agency, except to the extent they
are required by statute or authorized
in accordance with the provisions in
§200.102Exceptions.

I JOO.106 Agency implementation.
Tbe specific requirements and re-

sponsibil1tles of Federal agencies and
non-Federal entities are ll11tforth in
this part. Federal agencies making
Federal awa.rds to non-Federal entities
must implement the language in the
Subpart C-Pre-Federal Award Re-
quIrements and Contents of Federal
Awards of this part through Subpart
F-Audit Requirements of this part in
codified regulations unless different
provisions are required by Federal stat-
ute or are approved by OMB.

§200.107 OMBresponsibilities.
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 imple-
mentation. Any exceptions will be sub-
ject to approval by OMB. Exceptions
will only be made in particular cases
where adequa.te justification is pre-
sented.

A200.108 Inquiries.
Inqu1r1esconcerning this part may be

directed to the Office of Federal Finan-
cial Mans.gement Office of Mans.ge-
ment and Budget. in Washington, DC.
Non-Federal entities' inquiries should
be addressed to the Federal awarding
agency. cognizant s.gency for indirect
coats, cognizant or overslght, s.gency
for audit, or pass-through entity as ap-
proprtate.
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§200.109 Review date.
OMB will review this part at least

every five years after December 26,
2013.

§200.110 Effective/applicability date.
(a) The standards set forth in this

part which a.ffect administration of
Federal awards issued by Federal
awarding agencies become effective
once implemented by Federal awarding
agencies or when any future amend-
ment to this part becomes final. Fed-
eral awarding agencies must imple-
ment the poliCies and procedures 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.326, non-Fed-
eral entities may continue to comply
with the procurement standards in pre-
vious OMB guidance (superseded by
this part as described in §2OO.104) for
one additional Dscal year after this
part goes into effect. If a non-Federal
entity chooses to use the previous pro-
curement standards for an additional
fiscal year before adopting the procure-
ment standards in this part, the non-
Federal entity must document this de-
cision In the1r internal procurement
policies.
(b) The standards set forth In Sub-

part F-Audit Requirements of this
part and any other standards whioh
apply directly to Federal agencies will
be effective December 26, 2018 and will
apply to audits of fiscal years begin-
ning on or after December 26, 2014.
[78 FR 78608,Dec. 26. 2013, e.s amendedat 79
FR 75882,Dec. 19, ~14l

§2OO.111 English language..
(a) All Federal financial assistance

announcements and Federal award in-
formation must be in the English lan-
guage. Applications must be submitted
in the English langua.ge and must be in
the terms of U.S. dollars. If the Federal
awarding agency receives applications
in another currency, the Federal
awarding agency will evaluate the ap-
plication by converting the foreign cur-
rency to Unlted States currency using
the date specified for receipt of the ap-
plication.

§200.200

(b) Non-Federal entities may trans-
late the Federal award and other docu-
ments Into another language. In the
event of inconsistency between any
terms and conditions of the Federal
award and any transla.tion into another
language, the English 1a.nguage mean-
ing w1ll control. Where a significant
portion of the non-Federal entity's em-
ployees who are working on the Fed-
eral award are not fluent in English,
the non-Federa.l entity must provide
the Federal a.ward In English and the
language(s) with which employees are
more familiar.

§200.112 Conflict of intere.t.
The Federal awarding agency must

establish conflict of interest poltctes
for Federal awards, The non-Federal
entity must disclose In writing a.ny po-
tential con!l1ct of Interest to the Fed-
eral awarding a.gency or pass-through
entity in accordance with applicable
Federal awarding agency policy.

nOO.1I3 Mandatory dilIcl_.
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 or pass-through
entity all violations of Federal crimi-
nal law involving fraud, bribery, or
gratuity violations potentially affect-
ing the Federal award. Fa11ure to make
required disclosures can result In any
of the remedies described in § 200.838
Remedies for noncompliance, including
suspension or debarment. (See also 2
OFR part ISO and 31 U.S.O. 3821).

Subpart C-f're-Federal Award
Requirements and Contents of
Federal Awards

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

agreements (including fixed amount
awards), oooperative agreements, and
contracts through 200.208 Cert1f1cations
and representations prescribe instruc-
tions and other pre-award matters to
be used in the announcement and appli-
cation process,
(b) Use of §§200.203 Notioes of funding

opportunities, 200.204 Federal awarding
agency review of merit of proposals,
200.205 Federal awarding agency review
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§200.201

of risk posed by appl1cants, and 200.207
Specific conditions, is required only for
competitive Federa.l awards. but ma.y
also be used by the Federa.l awarding
agency for non-competitive awards
where appropriate or where required by
Federal statute.
['18 FR ?8608. Dec.26. 2013. 808 amendedat 79
FR 76882.Dec.19, 2014)

§200.201 UIH! of grant agreementB (in·
cluding bed amount awarda), eo-
operative agreementa, and COD-
tram.

(a) Tne F'ederal awarding 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 (31 U.S.C. 6301-
08).
(b) Fixed Amount Awards. In addi-

tion to the options described in para-
graph (a) of this section. Federa.l
awarding agencies, or ps.5s-through en-
tities as permitted in §2OO.332 Fixed
amount suba.wards, may use fixed
amount awards (see 1200.45 Fixed
amount awards) to which the following
conditions apply:
(1) The Federal award amount is ne-

gotiated using the cost principles (or
other priCing information) as a guide.
The Federal aWarding agency or pass-
through entity may use fixed amount
awards if the project scope ie specifiC
and if adequate cost, historical. or unit
pricing data is 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-
ab1J1tyis based on performance and re-
sults. Except in the case of termination
before completion of the Federa.l
award, there is no governmental review
of the actual costs incurred by the non-
Federa.l entity in performance of the
award. Some of the ways in whioh the
Federal award may be paid include, but
are not limited to:
(i) In several partial payments, the

amount of each agreed upon in ad-
vance, and the "milestone" or event
triggering the payment also agreed
upon in advance, and set forth in the
Federal award;

2 CFR Ch. H (1-1-15 Eclltlon)

(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 a.ward; or,
(iii) In one payment at Federal award

completion.
(2) A fixed amount award cannot be

used in programs which require manda.-
tory cost Bha.r1ng or match.

(S) The non-Federa.l entity must cer-
tify in writing to the Federal awarding
agency or pass-through entity a.t the
end of the Federa.! award that the
pl'oject or activity 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 Federa.! award.
(5) Changes in principal investigator,

project leader, project partner, or scope
of effort must receive the prior written
approval of the Federal awarding agen-
cy or pUs-through entity.
['i8 FR '18608,Dec.26, 2013, as amended a.t 79
FR 75882,Dec.19, 2014)

§200.202 Requirement to provide pub-
Hc notice of Federal financial 88·
si8tance programs.

(a) The Federal awarding- agency
must notify the public of Federal pro-
grams in the Catalog of Federa.l Do-
mestic Assistance (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
aB8istance program information pro-
duced by the executive branch of the
Federal Government.
(2) The information that the Federal

awarding agenoy must submit to GSA
ror approval by OMB ie listed in para-
graph (b) of this section. GSA must
prescribe the format for the submis-
sion.
(S) The Federal a.wardingagency may

not award Federal financial assistance
without assigning it to a program that
has been included in the CFDA as re-
quired in this section unless there are
exigent circumstances requiring other-
wise, such as timing requirements im-
posed by statute.
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(b) For each program that awards
discretionary Federal awarda, non-dis-
cretionary Federal awards, loans, in-
surance, or any other type of Federal
financial assistance, the Federal
awarding agency must submit the fol-
lov.1ngiDfonnat1on to GSA:
(1) PrOgram Description, Purpoae,

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 align
with the stra.tegic goals and objectives
within the Federal awarding agency's
performance plan and should support
the Federa.l awarding agency's per-
formance measurement, management,
and reporting as required by Part 6 of
OMBCircular A-U;
(2) Identification of whether the pro-

gram makes Federal awards on a dis-
cretionary basis or the Federa.l awards
are prescribed by Federal sta.tute, such
as in the case of formula grants.
(3) Projected total amount of funds

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

Funds: The statutory authority for
funding the progra.m and, to the extent
possible, agency, Bub-agency, or, if
known, the spec1t1cprogram unit that
will issue the Federa.l awards, and asso-
ciated funding identifier (e.g., Treasury
Account Symbol(s»;
(5) Genera.l Eligibility Requirements:

The statutory, regulatory or other eli-
gibility factors or considerations that
detennine the applicant's qualification
for Federal awards under the program
(e.g., type of non-Federal entity); and
(6) Applicability of Single Audit Re-

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

1200.208 Notices of funding opportuni-
ties.

For competitive grants and coopera-
tive agreements, the Federal awarding
agency must announce specific funding
opportunities by prOviding the fol-
loWinginformation in a public notice:
(a) SUmmary In/ormation in Notices 0/

Funding Opportunities. The Federal

§200.203

awarding agency must display the fol-
lowing infonnation posted on the OMB-
designa.~d 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) Federa.l Awarding Agency Name:
(2)Funding Opportunity Title;
(3) Announcement Type (whether the

funding opportunity is the 1Irltial an-
nouncement of this funding oppor-
tunity or a modification of a pre-
viously announced opportunity);
(4) Funding Opportunity Number (re-

quired, if appl1ca.ble). 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, a.s well as for
any letters of intent or pre-applica-
tions. For any announcement issued
before a program's application mate-
rials are available, key dates also in-
clude the date on which those mate-
rials will be released; and any other ad-
ditional information, as deemed appli-
cable by the relevant Federal awarding
agency.
(b) The Federal awarding agency

must genera.lly make all funding op-
portunities available for application
for at least 60 calendar days. The Fed-
era.l awarding agency may make a de-
termination to have a less than 60cal-
endar day aval1ab1l1ty period but no
fun/l.1ng opportunity should be avail-
able for less than 30 calendar days un-
less exigent circumstances require as
detennined by the Federal awarding
agency head or delegate.

(c) Full Text of Funding Opportunities.
The Federal awarding agency must in-
clude the following information in the
full text of each funding opportunity.
For specific instructions on the con-
tent required in this section, refer to
Appendix I to Part 2~FulI Text of
Notice of Funding Opportunity to this
part.
(1) Full programmatic description of

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

cluding sufficient information to help
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§2OO.204

an applicant make an informed deci-
sion about whether to submit an appli-
cation. (See also §2OO.414Indirect
(F&A) costs, pa.ra.graph(c)(4».
(3) SpecifiC eligib1l1ty information,

including any factors or priorities that
affect an applicant's or its applica-
tion's eligibility for selection.
(4) Application Prepa.ra.tion and Sub-

mission Information, lnclud1ng the ILP-

plicable submission dates and time.
(6) Application Review Information

including the criteria and process to be
used to evaluate applications. See also
§§200.204Federal aWlU"dingl18ency re-
view of merit proposals and 200.206Fed-
eral awarding agency review of risk
posed by applicants. See also 2 CFR
part 2'7 (forthcoming at time of publi-
cation).
(6) Federal AWlU"dAdministration In-

formation. See also §200.2)0 Informa-
tion contained in a Federal award.
['78 FR 78608.Dec. 26. 2013, as a.mended a.t 79
FR 76882,Dec. 19, 2014J

§SOO.204Federal awarding agency re-
view of merit of propoeals.

For competitive grants or coopera-
tive agreements, unless proWblted by
Federal statute, the Federal awlU"dlng
l18ency 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 opportun1ty (see Appendix I
to tWs part, Full text of the Funding
Opportunity.) See also §llOO.20S Notices
of funding opportunities.

§2OO.J05 Federal awarding .,eDCY reo
view of risk pOlledby appliClUlia.

(a) Prior to making a Federal award,
the Federal award1ng' agency is re-
quired by 31 U.S.C. 3321and 41 U.S.C.
2313note to review information avail-
able through any OMB-destgnated re-
positories of governmentwide eUgi-
b1l1ty qual1f1cation or financial integ-
rity information, such as SAM Exclu-
sions and "Do Not Pay". See also SUIl-
penaron and debarment requ1rements
at 2 CFR part 180 as well as individual
Federal agency suspensron and debar-
ment regulations in title 2 of the Code
of Federal Regulations.
(b) In addition, for competitive

grants or oooperative agreements, the
Federal awarding agency must have in

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

place II. framework for evaluating the
rlskll posed by applicants before they
receive Federal awards. This evalua-
tion may inoorpora.te results or the
evaluation of the appl1cant's el1g1b1l1ty
or the quality of its application. If the
Federal awarding agency .determines
that a.Federal award will be made, spe-
cial conditions that oorrespond to the
degree or risk a.esessedmay be applied
to the Federal award. Criteria to be
evaluated must be described in the an-
nounoement of funding opportun1ty de-
scribed in §200.203Notices of funding
opportunities.
(c) In evaluating risks posed by appli-

cants, the Federal awlU"ding agency
may use a risk-based approach and
may consider any items such as the fol-
lowing: .

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

and abiUty to meet the manasement,
standards prescribed in this part;

(3) History of performance. The appli-
cant's record in managIng Federal
awards, if it is a.prior recipient of Fed-
era.l awards, includillg tdmelineee of
compliance with applicable reporting
requirements, conformance to the
terms and conditions of previous Fed-
eral awards, and if applicable, the ex-
tent to which any previously awarded
amounts will be expended prior to fu-
ture awards;
(4) Reports and findings from audits

performed under Sub])lU"tF-Audit Re-
quirements of tWs part or the reports
and f1ndings of any other available au-
dits; and
(5) The applicant's ab1l1ty to effec-

tively lmplement statutOry, regu-
latory, or other requirements imposed
on non-Federal entities.
(d) In a.ddition to this review, the

Federal awarding agency must comply
with the guidelines on governmentwide
suspension and debarment In 2 CFR
part 180, and must require non-Federal
entities to comply with these provi-
sions. These provisions restrict Federal
awarde, subawards and contracts with
certain parties that are debarred, sus-
pended or otherwise excluded from or
ineligIble for participation in Federal
programs or activities.
[78 FR '18608.Dec. 26, 2013, as a.mended a.t 79
FR '15882,Dec. 19, 2014J
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f JOO.206 Standard application reo
quirements.

(a) Paperwork clearances. The Federal
awarding agency may only use applica.-
tion information collections approved
by OMB under the Paperwork Reduc-
tion Act of 1995 and OMB's imple-
menting regulations in 6 CFR part 1320,
Controlling Paperwork Burdens on the
Public. Consistent with these require-
ments, OMB will authorize additional
information collections only on a lim-
ited basis.
(b) If applicable, the Federal award-

ing agency ma.y inform applicants and
rectpiente that they do not need to pro-
vide certain information otherwise re-
quired by the relevant information col-
lection.

§200.207 Specific conditioDll.

(a) The Federal awarding agency or
pass-through entity may impose addi-
ttonal 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.rd:1ngagency re-
view of risk posed by appl1cants;
(2) When an applicant or recipient

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

fails to meet expeoted performance
goals as described in §200.210 Informa.-
tion contained in a Federal award; or
(4)Wben an applicant or recipient is

not otherwise responefble.
(b) These addit10nal Federal award

conditions may include items such as
the following:
(1)Requiring payments as refmburse-

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 mono

itoring;
(5) Requiring the non-Federal entity

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

provals.

§200.210

(c) The Federal awarding agency or
pase-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 a.dditional re-

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

remove the additional requirement, if
applicable;
(4) The time a.llowed for completing

the actions if applicable, and
(5) The method for requesting recon-

sideration of the additional require-
ments 1mposed.
(d) Any specific conditions must be

promptly removed once the conditions
that prompted them have been cor-
rected.
[79 FR 75882. Dec. 19. lMl14]

1200.208 Certificationll and represen-
tatiOD&

Unless prohibited by Federal statutes
or regulations. each Federal awarding
agency or paBs-through entity is au-
thorized to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal stat--
utes, o.rregulatiOns on an annual basis.
Subm1se1onmay be required more fre-
quently if the non-Federal entity falls
to meet a requirement of a Federal
award.

§200.209 Pre-award C05tB.

For requirements on costs incurred
by the applicant prior to the start date
of the period of performance of the
Federal award, see 1200.458 Pre-award
costs.

t 200.210 IDformation contained in a
Federal award.

A Federal award must include the
following information:
(a) General Federal Award Infonnation.

Tbe Federal awarding agency must in-
clude the following general Federal
award information in each Federal
award:
(1) Recipient name (which must

ma.tch the name associated with ite
unique entity 1dentifier &.S defined at 2
CFR 26.315);
(2) Recipient's unique entity identi-

fier;
(3) Un1que Federal Award Identifica·

tion Number (FAIN);
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(4) Federal Award Date (see §200.39
Federal award date);
(5) Period of Performance Start and

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

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

Obligated;
(8) Total Amount of the Federal

Award;
(9) Budget Approved by the Federal

Awarding Agency;
(10) Total Approved Ooet Sharing or

Matching. where applicable;
(11) Federal award project descrip-

tion. (to comply with statutory re-
quirements re.s.. FFATA»;
(12) Name of Federal awardiDg agen-

cy and contact information for award-
ing offlcia.l,
(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 cha.rged 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:
(i) Administrative requiremente im-

plemented by the Federal awarding
agency as specified in-this part.
(ii) National pol1cy requirements.

These Include statutory, executive
order, other Presldentia.l direotive, or
regulatory requirements that apply by
specific reference and are not program-
specific. See §200.300 Statutory and na-
tional policy requirements.
(2) The Federal award must include

wording to incorporate, by reference,
the applicable set of general terms and
conditions. The reference must be to
the Web site at which the Federal
awarding agency maintains the general
terms and conditions.
(3) If a non-Federal entity requests a

COpyof 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 mam-
tain an archive of previous versions of
the general terms and conditions, with

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

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

(c) Federal Awarding Agency, Program,
or Federal Award Specific Terms and
Conditions. The FederaJ awarding agen-
cy may include with ea.ch Federal
award any terms and conditions nec-
essary to communicate requirements
that are in addition to the require-
ments outlined in the Federal awarding
agency's general terms and conditions.
Whenever pra.cticable, these specific
terms and conditions also should be
shared on a public Web site and in no-
tices of funding opportunities (as out-
lined in 1200.203 Notices of funding op-
portunities) in addition to being in-
cluded in a Federal award. See also
§200.206 Standard application require-
ments.
(d) Federal Award Performance Goals.

The Federal awarding agency must in-
clude in the Federal a.ward an indica-
tion of the timing and scope of ex-
pected performance by the non-Federal
entity as related to the outcomes in-
tended to be achieved by the program.
In some Instances (e.g., discretionary
research awards), this may be limited
to the requirement to submit technical
performance reports (to be evaluated in
accordance with Federa.l awarding
agency policy). Where appropriate, the
Federal award may include specific
performance goals, Indfcatore, mile-
stones, or expected outcomes (such as
outputs, or services performed or pub-
lic impa.cts 01any of these) with an ex-
pected timeline for accomplishment.
Reporting requirements must be clear-
ly articulated such that. where appro-
pria.te, performance during the execu-
tion of the Federal award has a stand-
ard aga.inst which non-Federal entity
performance can be measured. The
Federal awarding agency may include
program-speoiftc requirements, as a.p-
pl1cable. These requirements should be
aligned with agency strategic goa.ls,
strategic objectives or performance
goals that are relevant to the program.
See also OMB Circular A-H, Prepara-
tion, Submission and Execut10n of the
Budget Part 6 for de1'1nitions of stra-
tegic objectives and performance goals.
(e) Any other Information required

by the Federal awarding agency.
[78 FR 78608. Dec. 36, 2013, as amended at 79
FR 75882. Dec. 19. 2014]
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§200.111 Public accea to Federal
award information.

(a) In accordance with sta.tutory re-
quirements for Federal spending trans-
parency (e.g.. FFATA), except as noted
in this section. for applicable Federal
awards the Federal awarding agency
must announce all Federal awards pub-
licly and publish the required informa-
tion on a publicly a.vailable OMB-des-
ignated governmentwlde Web site (at
time of publ1cation.
W'lDW. USAspending .gov).
(b) Nothing in this section may be

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

f 200.112 Suspeusion and debarmeni.
Non-federal entitles and contractors

are subject to the non-procurement de-
barment and suspension regulatdone
implementing Executive Orders 12549
and 12689, 2 OFR 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 P'R 75883, Dec. 19, 2014J

SUbpart D-Posf Federal Award
Requirements

STANDARDS FOR FINANCIAL AND
PRoGRAM MANAGEMENT

§200.300 Statutory and national policy
requirement..

(a) The Federal awarding agency
must manage and administer the Fed-
eral award in a manner so as to ensure
that Federal funding Is expended and
associated programs are implemented
in full accordance with U.S. statutory
and publ1c polley requirements: includ-
ing, but not l1mited 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-
menta, 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
Federa.l a.wards, this includes the provi-
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 25 Financial Assistance Use
of Universal Identifier and Central
Contractor Registration and 2 OFR
part 170 Reporting Subaward and Exec-
utive Compensation Information. See
also statutory requirements for whie-
tleblower protections at 10 U.S.O. 2409,
41 U.S.O. 4712, and 10 U.S.O. 2324, 41
U.S.C. 4304 and 4310.

§200.801 Performance measurement.
The Federal a.warding agency must

require the rec1pient to use OMB-ap-
proved standard information collec-
tions when providing financial 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 accompl1shments of the
Federa.l award. Also, in 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
other non-Federal entitles to improve
program outcomes, share leBSons
learned, and spread the adoption of
promiSing praotices. The Federal
awarding agency should provide recipi-
ents with clear performance goals, in-
dicators, and milestones as described in
§200.210 Information contained in a
Federal award. Performance reporting
frequency and content should be estab-
lished to not only allow the Federa.l
awarding agency to understand the re-
Cipient progress but also to facllitate
Identification of promising practices
among recipients and build the evi-
dence upon which the Federal awarding
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agency's program and performanoe de-
cisions are made.
[78 FR 78608. Dec. 26. 2018. &8 amended B.t 79
FR 76888,Dec. 19. 3114]

1200.302 FinancialllUUUlllemllllt.
(a.) Ea.ch state must expend a.nd ac-

count :Corthe Federal award in a.ccord-
ance with state laWBand procedures for
expending and a.ccounting for the
state's own funds. In addition, the
state's and the other non-Federal enti-
ty's financial ma.nagement systems. in-
cluding records documenting compl1-
snce with FedersJ. statutes. regula-
tions, and the terms and conditions of
the Federal a.ward, must be sufficient
to permit the prepa.rat10n of reports re-
quired by general and program-spectno
terms and conditions; and the tracing
of funds to a. level of expenditures ade-
quate to establish tha.t such funds ha.ve
been used aocording to the Federal
statutes, regulatiOns, and the terms
and conditions of the Federal award.
See also 1200.450 Lobbying.
(b) The finanoial management sys-

tem of each non-Federal entity must
prov1de for the following (see also
11200.333 Retention requirements for
records, 200.334 Requests for tra.nsfer of
reoords, 200.335 Methods for collection,
transmission and storage of informa-
tion, 200.336 Access to records, and
200.337 Restrictions on public access to
records):
(1) Identiflcatlon. in its accounts, of

all Federal awards received and ex-
pended a.ndthe FederaJ programs under
which they were received. FederaJ pro-
gra.m a.nd Federal award identific&tion
must molude, as applicable, the CFDA
title and number, Federal awa.rd identi-
ncation number and year. name of the
Federal &gency, and name of the pass-
through entity, if any.
(2) Accurate. current, and complete

disclosure of the financia.l results of
eaoh Federal award or program in ac-
cordanoe with the reportin&' require-
ments set forth in §§200.S27 Financial
reporting and 200.328 Monitoring and
reporting program performanoe. If a.
Federal a.warding agency requires re-
porting on an accrual basis from a re-
cipient th&t maintains its records on
other than an aoomal basis. the reoipi-
ent must not be required to establish
an accrual accounting system. This re-

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

oipient may develop accrual data for
its reports on the basie oC an analysis
of the documentation on h&Dd. Sim1-
larly. a pass-through entity must not
require a subreclp1ent to establish an
accrual a.ccountlng system and must
allow the subrecipient to develop ac-
crual data for ita reports on the basis
of an ana]ysis of the dooumentation on
hand.
(3) Records that identify adequately

the source and application of funds for
federally-funded activities. These
records must contain information per-
ta1n1ng to Federal awards, authoriza-
tions, obligations. unobligated bal-
ancee. assets, expenditures, income and
interest and be supported by source
documentation.
(4) Effeotive control over, and ao-

countab1l1ty for, all funds, property.
and other assets. The non-Federal enti-
ty must adequately safeeuard &1]&ssets
a.ndassure that they are used solely for
authorized purposes. See §2OO.303 Inter-
nal controls.
(5) Comparison of expenditures with

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

the requirements of 1200.305 Payment.
(1) Written procedures for deter-

mining the allowab111tyof costs in &c-
cordance with Bubpart E-Cost Prin-
ciples of this part a.nd the terms and
conditions of the Federal awa.rd.

1200.303 Internal coutrob.
The non-FederaJ entity must:
(a) Establish and maintain effective

internal control over the Federal
award that provides reasonable assur-
ance that the non-Federal entity ill
managing the Federal award in compli-
ance with Federal BtatuteS. rei'ula-
tlons, and the terms and oonditions of
the Federal award. TheBe internal con-
trols should be in compUance with
guidance in "Sta.nda.rds for Internal
Control in the Federa.l Government"
issued by the Comptroller Genera.l of
the United States or the "Internal Con-
trol Integrated Framework", iseued by
the Committee of Sponsoring Orga.niza-
tions of the Treadway CommiBSion
(COBO).
(b) Comply with Federal statutes,

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

(d) Take prompt aotion when in-
ste.nces or noncompliance are ident1!1ed
including noncompliance ident11'1edin
audit findings.

(e) Take rea.sonable measures to sa.fe-
guard protected personally identifiable
information and other information the
Federal a.wa.rding agenoy or pass-
through entity designates as seneitive
or the non-Federal entity considers
sensitive consistent with !!.ppl1cable
Federal, state, local, and tribal laws re-
garding privacy and obl1gations of con-
fldentlal1ty.
['78 FR 78608. Dec. 26. 2013, &8 &mended at 79
FR 76883,Dec. 19, 2014]

.200.304 Bonds.
The Federal awarding agency may In-

clude a provision on bonding, insur-
ance. or both in the following cir-
cumstances:

(a) Where the Federal Government
guarantees or insures the repayment of
money borrowed by the recipient, the
Federal awarding agency, at its discre-
tion, may require adequate bonding
and insurance if the bonding and ineur-
ance requirements of the non-Federal
entity are not deemed adequate to pro-
tect the interest of the Federal Govern-
ment.

(b) The Federa.l awarding agency may
require adequate fidelity bond ooverage
where the non-Federal entity laoks suf-
ficient coverage to protect the Federa.l
Government's interest.

(c) Where bonds are required in the
situations described above, the bonds
must be obtained from companies hold-
ing oertificates or authority as accept-
able suret1es, as prescribed In 31 CFR
Part 223, "Surety Compe.nies Doing
Busine8l!with the United States."

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

erned by Treasury-State CMIA·agree-
ments and default procedures ood1fled
at 31 CFR Part 205 "Rules and Prooe-
dures for Emclent Federal-State Funds
Transfers" and TFM 4A-2000 Overall
Dtsburstng' Rules for All Federal Agen-
cies.

§200.305

(b) For non-Federal entities other
tha.n states, payments methods must
minimize the time elapsing between
the transfer of funds from the United
States Treasury or the pass-through
entity and the disbursement by the
non-Federal entity whether the pay-
ment is made by electronic funds
transfer, or Isauance or redemption of
checks, warrants, or payment by other
means. See also §200.302 Financial
management paragraph (b)(6). Except
as noted elsewhere in this part, Federal
agencies must require recipients to use
only OMB-approved standil.rd govern-
mentwide information oollection re-
quests to request payment.

(1) The non-Federal entity must be
paid in advance, provided it maintains
or demonstrates the willingness to
maintain both written procedures tha.t
minimize the time elapsing between
the transfer of funds and disbursement
by the non-Federal entity, and finan-
cial management systems that meet
the standards for fund control and ac-
countab1l1tyas established in this part.
Advance payments to a non-Federal en-
tity must be limited to the minimum
amounts needed and be t1med to be in
accordance with the actual, immediate
cash requirements of the non-Federal
entity in carrying out the purpose of
the approved program or pro3eot. The
timing and amount of advance pay-
ments must be as close as ill adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity
for direot program or project costs and
the proportionate share of any allow-
able indirect oosts. The non-Federal
entity must make timely payment to
contractors in a.coordanoe with the
contract provisions.

(2) Wbenever possible, advance pay-
ments must be consolidated to cover
anticipated cash needs for all Federal
awards made by the Federal awarding
agency to the rectptent,

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

(11)Non-Federal entities must be au-
thorized to submit requests for advance
payments and reimbursements at least
monthly when electronic fund transfers
are not used. and as often as they like
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when electronio transfers are used, in
accordance with the provisions of the
Electronic Fund Transfer Act (15
U.S.C. 1693-1693r).
(3) Reimbursement is the preferred

method when the requirements in para-
graph (b) cannot be met, when the Fed-
eral awarding ~ncy sets a specific
cond1tion per 1200.207SpecifiC condi-
tions, or when the non-Federal entity
requests payment by reimbursement.
Thie method may be used on any Fed-
eral award for construction, or if the
major portion of the construction
project is accompl1shed through pri-
va.te market financing or Federal
loans, and the Federal award con-
stitutes a minor portion of the project.
When the reimbursement method is
used, the Federal awarding agency or
pass-through entity must make pay-
ment within 30 calendar days after re-
ceipt of the billing, unless the Federal
awarding agency or pass-through enti-
ty reasonably believes the request to
be improper.
(4) If the non-Federal entity cannot

meet the criteria. for advance pa.yments
and the Federal &warding agency or
pa.es-through entity ha.s determined
that reimbursement is not feasible be-
cause the non-Federal entity lacks suf-
ficient working capital, the Federal
awarding"a~ency or pass-through enti-
ty may provide cash on a working cap-
ital advance basis. Under this proce-
dure, the Federal awarding agenoy or
pall8-through entity must advance cash
payments to the non-Federal entity to
cover its estimated diebursement needs
for an initial period generally geared
to the non-Federal entity's d1sbursing
cycle. There~r, the Federal award-
ing agency or pa.8ll-throughentity must
reimburse the non-Federal entity for
its actual cash disbursements. Use of
the working capital advance method of
payment requires that the pass-
through entity provide timely advance
payments to any subrecipients in order
to meet the subrecip1ent's actual cash
disbursements. The working capital ad-
vance method of payment must not be
used by the pass-through entity if the
reason for using this method is the un-
willingness or inab1lity of the pass-
through entity to provide timely ad-
vance payments to the subrecipient to

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

meet the subrecipient's actual cash dis-
bursements.
(5)Use of resources before requesting

cash advance payments. To the extent
available, the non-Federal entity must
d1sburse funds availa.ble 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 otherwise required by Fed-

eral statutes, payments tor allowable
costs by non-Federal entities must not
be withheld at any time during the pe-
riod of performance unless the cond1-
tions of §§200.20'1Specific conditions.
Subpart D-Post Federal Award Re-
quirements of this part, 200.338 Rem-
edies for Noncompliance, or one or
more of the following applies:
(1)The non-Federal entity has faUed

to comply with the project objectives,
Federal statutes, regulations, or the
terms and cond1tions of the Federal
award.
(Ii) The non-Federal entity is delin-

quent in a debt to the United States as
denned in OMB Guidance A-I29, "Poli-
cies for Federal Credit Programs and
Non-Tax Receivables." Under such con-
d1tions, the Federal awarding agency
or pass-through entity may, upon rea-
sonable notice, inform the non-Federal
entity that payments must not be
made for obligatione incurred after a
specified date until the conditions are
corrected or the indebtedness to the
Federal Government is liquidated.
(111)A payment withheld for failure

to comply with Federal award condi-
tions, but without suspension of the
Federal award, must be released to the
non-Federal entity upon subsequent
compliance. When a Federal award is
suspended. payment adjustments will
be made in accordance with 1200.342Ef-
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
payment must be made when the non-
Federal entity actually disburses the
withheld funds to the contractors or to
escrow accounts establ1Bhed to assure
sa.tisfactory completion of work.
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(7) Standards governing the use of
banks and othsr inetitutions as deposi-
tories of advance payments under Fed-
eral awards are ILB follows.
(I) The Federal awarding agency and

pass-through entity must not require
separate depository accounts for funds
provided to a non-Federal entity or es-
tabllsh any eligibility requirements for
depositories for funds provided to the
non-Federal entity. However, the non-
Federal entity must be able to account
for the receipt, obligation and expendi-
ture of funds.

(11) Advance payments of Federal
funds must be depOSited and main-
tained in insured accounts whenever
possible.
(8) The non-Federal entity must

maintain advance payments of Federal
awards in interest-bearing accounts,
unless the following apply.

(1) The non-Federal ent.ity receives
less than $120,000 in Federal awards per
year.

(11) The best reasonably available in-
terest-bea.r1ng account would not be ex-
pected to earn Interest In excess of $500
per year on Federal cash balances.
(iii) The depository would require an

average or minimum balance so high
that It would not be feasible within the
expected Federal '!oDdnon-Federal cash
resources.
(iv) A foreign government or banking

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

per year may be retained by the non-
Fsderal entity for administrative ex-
pense. Any additional Interest earned
on Federal advance payments depostted
in Interest-bearing accounts must be
remitted annually to the Department
of Health and Human Services Pay-
ment Management System (PMS)
through an electronic medium using ei-
ther Automated Clearing House (ACH)
network or a Fedwire Funds Service
payment. Remittances must include
pertinent Information of the payee and
nature of payment in the memo area
(often referred to as "addenda records"
by Financial InstitutiOns) as that will
assist in the timely posting of inter-
ested earned on federal funds. Perti-
nent details Include the Payee Account
Number (PAN) if the payment origi-
nated from PMS, or Agency informa-

§200.306

tion If the payment originated from
ASAP, NSF or another federal agency
payment system. The remittance must
be submitted as follows:

(1) For ACHReturns:
Routing Number: 061036706
Account number: 303000
Bank Name and Location: Credit Gateway-
ACH Receiver St. Paul, MN
(iI) For Fedwire Returns*:

Routing Number: 021030004
Account number: 75010501
Bank Name and Location: Federal Reserve
Ba.nk Tre8.ll NYClFunds Transfer DlviBlon
New York. NY

(. Please note organtzatiOD ln1tlatlng pay-
ment Is I1keIy to Incur •. cha.rire tram your
Flna.ncial Institution ror this type or pay-
ment)

(111) For International ACHReturns:
Beneficiary Account: Federal Reserve Ba.nk
of New YorklITS (FRBNYIlTS)

Bank: Cltib&nk N.A. (New York)
Swift Code: ClTIUS33
Account Number: 36838868
Bank Addre88: 388 Greenwich Street, New
York, NY l001SUSA

Payment Det&11s(Line 70):Agency
Name (abbreviated wben possible) and ALC
Agency POC: Michelle Haney. (SOl)492-5065

(iv) For recipients that do not have
electronic remittance capability,
please make check** payable to: "The
Department of Health and Human
Services."
Mail Check to Trea.sury approved loo)[bo][:

HHB Program Support Center. P.O. Box
630231.Atlanta. GA SO~Sl

(*. Please allow 4-6 weeks for proOBllBIngor a
payment by check to be applied to the appro-
priate PMB account)

(v) Any additional information/1n-
structtons may be found on the PMS
Web site at http:lh.vww.dpm.psc.govl.

[78 FR 78608. Dec. 36. 2013, as amended at 79
FR 75888. Dec. 19.2014)

.200.306 Cost shariDg or matching.
(a) Under Federal research proposals,

voluntary commitLed cost sharing 1s
not expected. It cannot be used as a
factor during the merit review of appli-
cations or proposals. but may be con-
sidered if 1t 1s 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 pollcy factors that
may be used to determine who may re-
ceive a Federa.1 award must be explic-
Itly described In the notice of funding
opportunity. See also §§200.414Indirect
(F&A) costs, 200.203Notices of funding
opportunities, and Appendix I to Part
200-Full Text of Notice of Funding Op-
portunity.
(b) For all Federal awards, any

shared costs or matching funds and all
contributions, inoludlng cash and third
party in-kind contributions, must be
accepted as part of the non-Federal en-
tity's cost sharing or matching when
such contributions meet a.ll of the fol-
lowing criteria:
(1) Are verifiable from the non-Fed-

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

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

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

Cost Pr1nciples 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 specifioally pro-
vides that Federal funds made avail-
able for such program can be a.ppliedto
matching or cost Bharing requirements
of other Federal programs;
(6) Are provided for in the approved

budget when reQuired by the Federal
awarding agenoy; a.nd
(7) Conform to other provisions of

this part, as applicable.
(c) Unrecovered indirect costs, in-

cluding indirect costs on cost sharing
or matching may be included as pa.rt of
cost sharing or matching only with the
prior approval of the Federal awarding
a.gency. Unrecovered indirect cost
means the differenoe between the
amount charged to the Federa.l award
and the amount which could have been
charged to the Federal award under the
non-FederaJ entity's approved nego-
tiated indirect cost rate.
(d) Values for non-Federal entity

oontributions 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 authorizes the non-Federal entity to
donate bulldlngs or land for construe-
tlonJfacil1tles acquisition projects or

2 CFRCh. U 0-1-15 Edition)

long-term use, the value of the donated
property for cost sharing or matching
must be the lesser of paragraphs (d}(l)
or (2) of this section.
(1) The value of the remaining life of

the property recorded in the non-Fed-
eral entity's accounting records at the
time of donation.
(2) The CUITent fair market value.

However, when there is sufficient jus-
tifioation, the Federal awarding agen-
cy may approve the use of the current
fair market value of the donated prop-
erty, even if it exceeds the value de-
scribed in (l) above at the time of dona-
tion.
(e) Volunteer services furnished by

third-party professiona.l and technical
personnel, consultants, and 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-FederaJ 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-Federa.l 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.
(0 When a third-party organization

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, necessary, allocable, and oth-
erwise allowable, and indirect costs at
either the third-party organIza.tion's
approved federally negot1ated indirect
cost rate or, a rate in accordance with
§200.414 Indirect (F&A) COBts, 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 ttems as equip-
ment, office supplies, laboratory sup-
plies, or workshop and classroom sup-
plies. Value assessed to donated prop-
erty included In the cost sharing or
matching share must not exceed the
fair market value of the J)roperty at
the time of the donation.
(h) The method used for determining

cost sharing or matching for third-
party-donated equipment, buildings
and land for which title passes to the
non-Federal entity may differ accord-
1ng to the purpose of the Federa.l
award, if paragraph (h)(l) or (2) of this
section applies.

(1) If the purpose of the Federal
award is to assist the non-Federal enti-
ty in the acquisition of equipment,
buildings or land, the aggrega.te value
of the donated property may be
claimed as cost sharing or match1ng.

(2) If the purpose of the Federal
award 1s to support a.ctivities that re-
quire the use of equipment, buildings
or land, normally only depreciation
charges for equipment and buildings
may be made. However, the fair market
value of equipment or other capital as-
sets and fair renta.l charges for land
may be allowed, provided that the Fed-
eral awarding agency has approved the
charges. See also §200.42O Consider-
ations for selected items of cost.

(1) The value of donated property
must be determined in a.ccordance with
the usual accounting policies of the
non-Federal entity, with the following
qualifications:

(1) The value of dona.ted la.nd 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.g., cer-
tified real property appraiser or Gen-
eral Services Administration rep-
resentative) and certified by a respon-
sible off1cial or the non-Federal entity
as required by the Uniform Relocation
Assista.nce 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 49 CFR part 24.
(2) The value of donated equipment

must not exceed the fair market value
of equipment of the same age and COD-
dition at the time of donation.

§200,307

(3) The value of donated space must
not exceed the fair rental value of com-
parable space as estabUshed by an inde-
pendent a.ppra.1sa.1of comparable space
and facU1ties in a privately-owned
building in the sa.me10ca.l1ty.
(4) The value of loaned equipment

must not exceed its fair rental value.
(J) For third-party in-k1nd contribu-

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

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

§ JOO.307 Prop"BDl income,
(a) General. Non-Federal entIties are

encouraged to earn income to defray
program costs where appropria.te.
(b) cos: of generating prOgTam income.

If authorized by Federal regulations or
the Federal a.ward, costs incidental to
the generation of program income may
be deducted !rom gross income to de-
term1ne program income, provided
these OOBtshave not been oharged to
the Federal award.
(c) Governmental Teve7lUes. Ta.xes, spe-

cial &8sBIl8ments, levies, fines, and
other such revenues ra.ised by a non-
Federal entity are not program income
unless the revenues are spec1fically
identified in the Federal award or Fed-
eral awarding agency regulationB as
program income.
(d) PToperty. Proceeds from the sale

of real property, equipment, or suppl1es
are not program income: such proceeds
will be ha.ndled in accordance with the
requirements of Subpart D-Post Fed-
eral Award Requ1rements of this part,
Property Sta.ndards 11200.811 Real prop-
erty, 200.818 Equipment, and 200.314
Supplies, or as specifically identified in
Federal statutes, regulations, or the
terms and conditions of the Federal
award.

(e) Use of program income. If the Fed-
eral awarding agency does Dot specify
in its regulations or the terms and COD-
ditions of the Federal award, or give
prior approval for how program income
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is to be used. paragra.ph (e)(1) of this
section must apply. For Federal awards
made to IREs and nonprofit research
institutions, if the Federal awarding
agency does not specify in its regula.-
tions or the terms and conditions of
the Federal award how program income
is to be used, paragraph (e)(2) of this
section must apply. In specifYing alter-
natives to paragraphs (e)(l) and (2) of
this section, the Federal awarding
agency may distinguish between in-
come earned by the recipient and in-
come earned by subrectptenta and be-
tween the sourcea, kinds, or amounts
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 specifl.ed must also be de-
ducted from expenditures.

(1) Dedu.ction. Ordinarily program in-
come must be deducted trom total al-
lowable costs to determine the net al-
lowable costs. Program income must be
used for current costs unless the Fed-
eral awarding agency authorizes other-
wise. Program income tha.t the nOD-
Federal entity did not anticipate at the
time of the Federal award must be used
to reduoe the Federal award and non-
Federal entity contributions rather
than to increase the funds committed
to the project.

(2) Addition. With prior approval of
the Federal awarding agency (except
for IHEs and nonprofit research lnsti-
tutiOI18,as described in paragraph (e) of
this section) program income may be
added to the Federal award by the Fed-
eral agency and the non-Federal enti-
ty. The program income must be used
for the purposes and under the condi-
tions of the Federal award.

(3) Cost sharing or matching. With
prior approval of the Federal awarding
agency, program income may be used
to meet the cost sharing or matching
requirement of the Federal award. The
amount of the Federal award remains
the sa.me.

<0 Income after the period of per[O"fm-
ance. There are no Federal require-
ments governing the disposition of in-
come ea.rned after the end of the period
of performance for the Federal award,
unless the Federal awarding agency
regulations or the terms and condi-
tions of the Federal award provide oth-

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

erwise. The Federal awarding agency
may negotiate agreements with recipi-
ents regarding appropriate uses of in-
come earned after the period of per-
formance as part of the grant closeout
process. Bee also §200.343Closeout.
(g) Unless the Federal statute, regu-

Iatdons, or terms and oonditions for the
Federal award provide otherwise, the
non-Federal entity has no obligation to
the Federal awarding agency with re-
speot to program income earned from
license fees and royalties for oopy-
righted material, patents, patent appli-
cattone , trademarks, and tnventtons
made under a Federal award to which
37 CFR part 401,"Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Awards, Contracts and Coopera-
tive Agreements" 1sapplicable.
[78 FR 78608, Dec. 26. 2013, as amended at 79
FR 75884.Dec. 19. 2014]

§200.808 BeviJliOD of budret and pro-
Jl'llDl plana.

(a) The approved budget for the Fed-
eral award summarizes the financial
aspects of the project or program as aIr
proved during the Federal award proc-
ess. It may include either the Federal
and non-Federal share (see §200.43 Fed-
eral share) or only the Federal share,
dependlng upon Federal awarding agen-
cy requirements. It must be related to
performance for program evaluation
purposes whenever appropriate.
(b) ReCipients are required to report

deviations from budget or projeot scope
or objective, and request prior approv-
als from Federal awarding agencies for
budget and program plan revisions, in
accorda.nce with this section.
(c) For non-constructlon Federal

awards, reoipients must request prior
approvals from Federal awarding agen-
cies for one or more of the following
program or budget-rela.ted reasons:
(1) Change in the ecope or the objec-

tive of the project or program (even if
there is no assooiated budget revision
requiring prior written approva.l).
(2) Change in a key person specified

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

project for more than three monthll, 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 Reseuch and Develop-
ment under Awards and Contracts with
Hospitals," or 48 CFR part 31, "Con-
tract Cost Principles and Procedures,"
as applicable.

(5) The transfer of funds budgeted for
J)articipant support costs as defined In
1200.75 Participant support costs to
other categories or expense.

(6) Unle8B descr1bed In the applica·
tion and funded in the approved Fed-
eral awards, the subawardlng. transfer·
ring or contracting out of any work
under a Federal award, including fixed
amount subawards as described in
§200.832 Fixed amount subawards. This
provision does not apply to the acquisi-
tion of supplies, material, equipment
or general support servioes.

(7) Changes In the approved cost-
sharing or matching provided by the
non-Feder&l entity. No other prior ap-
proval requirements for specific items
may be imposed unless an exception
has been approved by OMB. See also
§§200.102 Exceptions and 200.407 Prior
written approval (prior approval).

(8) The need ar1se1l for additional
Federal funds to complete the project.

(d) Except for requirements listed in
paragraph (c)(I) of this section, the
Federal awarding agency is authorized,
at Its option. to waive prior written ap-
provals required by paragraph (c) this
section. Such waivers may Include au-
thorlzlng 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 obl1gatton to re-
imburse such costa if for any reason
the recipient does not receive a Federal
award or if the Federal award is lees
than antiCipated and inadequate to

§200.308

cover such costs). See also §2OO.458 Pre-
award costs.

(2) Initiate a one-time extenaion of
the period of performance by up to 12
months unless one or more of the con-
ditions outlined in JliU'a.graphs(d)(2)(i)
through (111)of this section apply. For
one-time extensions, the recipient
must notify the Federal awarding
agency in writing with the supporting
reasons and revised period of perform-
ance at least 10 calendar days before
the end of the period of performance
specified in the Federal award. This
one-time extension may not be exer-
cised merely for the purpose of using
unobl1gated balances, Extenslona re-
quire explicit prior Federal awarding
agency approval when:

(1) The terms and conditions of the
Federal award prohibit the extension.

(U) The extension requires additional
Federal funds.

(111) The extension Involves any
change In the approved objectives or
scope of the project.

(3) Carry forward unobl1ga.ted bal-
ances to subsequent periods of perform-
ance.

(4) For Federal awards that support
research, unless the Federal awa.rding
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., reotpiente 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
S1mpl1f1edAcquisition Threshold and
the cumulative amount of such trans-
fers exceeds or Is expected to exceed 10
percent of the total budget as last ap-
proved by the Federal awarding agen-
cy. The Federal awarding agency can-
not permit a transfer that would cause
any Federal appropriation to be used
for purposes other than those con-
sistent with the appropriation.

(f) All other changes to non-construc-
tion budgets. except for the changes de-
scribed in paragraph (c) of this section.
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do not require prior approva.l (5OB also
1200.407 Prior written a.pproval (prior
a.pproval».
(g) For oonstructton Federal awards.

the reoipient 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 seotion applies.

(1) The revision results from cha.nges
in the soope or the objective of the
project or program.
(2) The need a.rises for additional

Federal funds to complete the project.
(8) A revision is desired which in-

volves speciflo costs for which prior
written approval requirementB may be
imposed conststent with applicable
OMB cost prinoiples listed in Subpart
E-Cost Principles of this part.
(4) No other prior approval require-

ments for budget revtstone may be im-
posed unless an exception has been ap-
proved by OMB.
(5) When a Federal awarding agency

ma.kes a Federal award that provides
support for constructdon and non-con-
struction work, the Federal awarding
agency may require the recipient to ob-
tain prior approval from the Federal
awarding agency before making any
fund or budget trll.Illlfers between the
two types of work supported.
(h) When requesting a.pprova.l 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-
oy indicates a letter of request llU!fioes.
(i) Within 30 calendar days from the

date of receipt of the request for budg-
et revistons, the Federal awarding
agency must review the request and
notify the recipient whether the budget
revisioIlll have been approved. I! the re-
vision is still under oonsideration a.t
the end of 80 calendar days. the Federal
awarding agenoy must inform the re-
cipient in wri tlng of the da.te when the
recipient may expeot the decision.
['18FE 78608. Dec. 26, 2013. as amended at 79
FE 75884.Dec.19.2014]

f 200.309 Period of performance.
A non-Federal entity may charge to

the Federal award onlY allowa.ble costs
incurred during the period of perform-
ance (except a.s described in 1200.461
Publication and printing costs) and

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

any costs incurred before the Federal
awarding agency or pase-through enti-
ty made the Federal award that were
authorized by the Federal awarding
agency or pa.ss-tbrough entity.
[78 FE 78608.Dec. 26. 2013. lIB amended at 79
FE 75884.Dec.19. 2014]

PROPERTYSTANDARDS

§200.310 Insurance coverage.
The non-Federa.l entity must, at a

minimum, provide the equivalent in-
surance coverage for real property and
equipment acquired or improved with
Federal funds a.s provided to property
owned by the non-Federal entity. Fed-
erally-owned property need not be in-
sured unless required by the terms and
condrtaona 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 originally authorized pur-
pose as long as needed for that purpose,
during which time the non-Federal en-
tity must not dispose of or encumber
its title or other interests.
(c) Disposition. When real property Is

no longer needed for the orig1nally au-
thorized purpose, the non-Federal enti-
ty must obtain disposition instructions
from the Federal awarding agency or
pass-through entity. The -tastructaons
must provide for one of the following
al ternativ8s:
(I) Retain title after compensattng

the Federal awarding agency. The
amount paid to the Federal awarding
agenoy 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 1m-
provementB) to the fair market value
of the property. However, in th050 situ-
ations where the non-Federal entity is
disposing of real property acquired or
improved with a Federal awa.rd and ac-
Q.uiring replacement real property
under the same Federal award, the net
proceeds from the disposition may be
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used as an offset to the cost of the re-
placement property.
(2) Sell the property and compensate

the Federal awarding agency. The
amount due to the Federal awarding
agency will be calculated by applying
the Federal awarding agency's peroent-
age of participation 1n the cost of the
original purchase (and cost of any im-
provements) to the proceeds of the sale
after deduction of any actual and rea-
sonable selling and f1x1ng-upexpenses.
If the Federal award bas not been
closed out, the net proceeds from sale
may be offset againllt the original cost
of the property. When the non-Federal
entity Is directed to sell property, sales
procedures must be followed that pro-
v1de for competition to the extent
practicable and result 1n the highest
possible return.

(3) Transfer title to the Federal
awarding agency or to a third party
designated/approved by the Federal
awarding agency. The non-Federal en-
tity is entltled to be paid an amount
calculated by applying the non-Federal
entity's percentage of participation 1n
the purchase of the real property (and
cost of any improvements) to the cur-
rent fair market value of the property.
(78 FR 78600. Dec. 26, :MI13. as amendedat 79
FR 75884. Dec. 19. 2014]

t 200.312 FederaDy-owned and exempt
property.

(a) Title to federally-owned property
rema.ins vested 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 ut1l1za-
tion.
(b) If the Federal awarding agency

has no further need for the property, it
must declare the property excess and
report it for disposal to the appropriate
Federal disposal authOrity, unless the
Federal 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 (15U.S.C. 3710u» to do-
nate research equipment to edu-

§2OO.313

catlonal and non-proftt organizations
in accordance with Executive Order
12999, "Educational Technology: Ensur-
ing Opportunity for All Children 1n the
Next Century."). The Federal awarding
agency must iseue appropriate 1nstruc-
ttons to the non-Federal entity.
(c) Exempt federally-owned property

means property acquired under a Fed-
eral award where the Federal awarding
agency has chosen to vest title to the
property to the non-Federal entity
without further obligation to the Fed-
eral Government, based upon the ex-
plicit terms and 'conditions of the Fed-
eral award. The Federal awarding agen-
cy may exercise this option when stat-
utory authority exists. Absent statu-
tory authority and specifiC terms and
conditions of the Federal award, title
to exempt federally-owned property ac-
quired under the Federal award re-
mains with the Federal Government.
[78 FR 78608, Dec. 26, :MI13. as amended at 79
FR 75884. Dec. 19, 2014]

§200.313 Equipment.
See also §200.439 Equipment and

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

and conditions set forth 1n this seetion.
title to equipment aeqUired under a
Federal award will vest upon acquisi-
tion in the non-Federal entity. Unless
a statute specifioally authorizes the
Federal agency to vest title 1n the non-
Federal entity without further obliga-
tion to the Federal Government, and
the Federal agency elects to do 80, 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 Cor the
purposes of the project.
(2) Not encumber the property with-

out approval of the Federal awarding
agency or pass-through entity.
(3)Use and dispose of the property 1n

accordance with paragraphs (b), (c) and
(e) of this section.
(b) A state must use, manage and dis-

pose of equipment acquired under a
Federal award by the state in accord-
ance with state laws and procedures.
Other non-Federal entities must follow
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paragraphs (c) through (e) of this sec-
tion.
(c) Use. (1) Equipment must be used

by the non-Federal entity in the pro-
gram or project for which it was ac-
quired 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 &.Ctivities
supported by the Federal awarding
agency, in the following order of pri-
ority:
(i) Activities under a Federal award

from the Federal awarding agency
which funded the orie-inal program or
project, then
(il) Activities under Federal awards

from other Federal awarding agencies.
This includes consol1dated equipment
for information technology systems.
(2)During the time that equipment is

used on the project or program for
which it was acquired, the non-Federal
entity must also make equipment
available for use on other projects or
programs currently or previously sup-
ported by the Federal Government,
provided that such use will not inter-
fere with the work on the projects or
program for which it was originally &.C-
qulred. First preference for other use
must be given to other programs or
projeots supported by Federal a.wardlng
agency that 11nlUlcedthe equipment
and second preferenoe must be given to
programs or projeots under Federal
awards from other Federal a.warding
agenoies. Use for non-federally-funded
programs or projeots is also permis-
sible. User fees should be considered if
appropria.te.
(3) Notwithstanding the encourage-

ment in §200.307program inoome to
earn progra.m 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 companiee charge for equiva-
lent services unless specilloally author-
ized by Federal statute for as long as
the Federal Government retains IUlin-
terest in the equipment.
(4) When acquiring replaoement

equipment, the non-Federal entity may

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

use the equipment to be repla.ced as a
trade-in or sell the property and use
the proceeds to offset the cost of the
replacement property.
(d) Management requirements. Prooe-

dures for managing equipment (includ-
ing repla.cement equipment), whether
acquired in whole or in part under a
Federal a.ward, until dispOsition takes
pla.oewill, aa a minimum, meet the fol-
lowing requirements:
(1) Property records must be main-

tained that include a.description of the
property, a serial number or other
identification number, the source of
funding for the property (inoluding the
FAIN), who holds title. the acquisition
date, and cost of the property. percent-
age of Federal participation in the
project costs for the Federal award
under which the property Wa.sa.cquired,
the location, use and condition of the
property. and lUlyultimate disposition
da.ta.including the da.te 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
lea.st once every two yea.rs.
(3) A control system must be devel-

oped to ensure adequate safeguards to
prevent loss, damage, or theft of the
property. Any 10s8, damage. or theft
must be investigated.
(4)Adequate maintena.nce procedures

must be developed to keep the property
in good oondition.
(5) If the non-Federal entity is au-

thorized or required to sell the prop-
erty, proper sales procedures must be
estabUshed 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 Federa.l a.warding ageD-
cy, except a.s otherw18e provided in
Federal statutes, regulations, or Fed-
eral awa.rding agency disposition iD-
struotions, the non-Federal entity
must request dlsposition instruotions
from the Federa.l awarding agency if
required by the terms a.ndconditions of
the Federal awa.rd. Disposition of the
equipment will be made a.s follows, 1n
aocordance with Federal awa.rding
agency disposition instructions:
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(1) Items of equipment with a current
per unit fair market value of $5,000or
less may be retained, sold or otherwise
disposed of with no further obligation
to the Federal awarding agency.

(2)Except as provided in §200.312Fed-
erally-owned and exempt property,
paragraph (b), or if the Federal aWard-
ing agency fails to provide requested
disposition instructions within 120
days, items of equipment with a cur-
rent per-unit fa.1r-market value in ex-
cese of $5,000ma.y be retained by the
non-Federal entity or sold. The Federal
a.warding agency is entitled to an
amount calculated by multiplying the
current market value or proceeds from
sale by the Feder&l awarding agency's
peroenta.ge of partiCipation in the cost
of the original purchase. If the equip-
ment is sold, the Federal awarding
agenoy may permit the non-Federal en-
ti ty to deduct and retain from the Fed-
eral share S500or ten percent of the
proceeds, whichever is Iess, for its sell-
ing and handling expenses.

(3) The non-Federal entity may
transfer title to the property to the
Federal Government or to an eligible
third party provided that, in such
cases, the non-Federal entity must be
entitled to compensation for its attrib-
utable percentage of the current fair
market value of the property.

(4) In casell where a non-Federal enti-
ty falls to take appropriate disposition
actions, the Federal awarding agency
ma.y direct the non-Federal entity to
take disposition &otions.
[78 FR 78608, Dec. 28, 2013, as amended at 79
FR 751184,Dec. 19, 2014]

1200.814 Suppliell.
See also §200.453Materials and sup-

plies costs, including costs of com-
puting devices.

(a) Title to supplies will vest in the
non-Federal entity upon acquisition. If
there is a residual inventory of unused
supplies exceeding $5,000in total aggre-
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 activities 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 maunsr as for equip-
ment. See §200.313Equipment, para-
graph (eX2)for the calculation method-
ology.
(b) As long as ths Federal Govern-

ment retains an interest in the sup-
plies, the non-Federal entity must not
use supplies acqu1red under a Federal
award to provide servioes to other or-
ganizations for a fee that 1s less than
prlva.te companies charge for equiva-
lent services, unless speo11'1callyau-
thorized by Federal statute.

§200.3115IDtangr"ble property.
(a.) Title to intangible property (see

§200.59 Intangible property) acquired
under a. Federal a.ward vests upon ac-
quisition in the non-Federal entity.
The non-Federal entity must use that
property for the originally-authorized
purpose, and must not encumber the
property without approval of the Fed-
eral awarding agenoy. When no longer
nseded for the originally authorized
purpose, disposition of the intangible
property must occur in accordance
with the provisions in 1200.318Equip-
ment paragraph (e).

(b) The non-Federal entity may copy-
right any work that ta subfect to copy-
right and was developed, or for which
ownership was acquired, under a Fed-
eral award. The Federal awarding agen-
cy reserves a royalty-free, nonexclu-
sive and irrevocable right to reproduce,
publish, or otherwise use the work for
Federa.l purposes, and to authorize oth-
ers to do so.

(c) The non-Federal entity is subject
to applicable regulatIons governing
patents and inventions. including gov-
ernmentwide regulations issued by the
Department of Commerce at 37 CFR
Part 401, "Rights to Inventions Made
by Nonpro1'1tOrganizations and Small
Business Firms Under Government
Awards, Contracts and Cooperative
Agreements .••

(d) The Federal Government has the
right to:

(1)Obtain, reproduce, publish, or oth-
erwise use the data produoed under a
Federal award; and

(2)Authorize others to receive, repro-
duce, publish, or otherwise use such
data for Federal purposes.

(e) Freedom of Information Act
(FOIA).
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(1) In response to a Freedom of Infor-
matron Act (FOIA)request for research
data. relating to published research
findings produced under a Federal
award that were used by the Federal
G<lvernment in developing an agency
action tha.t has the force and effect of
law, the Federal awarding agency must
request, and the non-Federal entity
must provide. within a rea.sonable
time. the research data so that they
can be made available to the public
through the procedures established
under the }<'OIA.If the Federal award-
ing agency obtains the research data
solely in response to a FOIA request,
the Federal awarding agency ma.y
charge the requester a reasonable fee
eQualing the full incremental cost of
obtaining the research data. This fee
should reflect OOBtsincurred. by the
Federal agency a.ndthe non-Federal en-
tity. This fee is in addition to any fees
the Federal awarding agency 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
(ii) A Federal agency publicly and of-

ficially cites the research findings in
support of an agency action that has
the force and effect of law. "Used by
the Federal G<lvernment in developing
an &gencyaction that has the force and
effect of law" is defined as when an
agency publ1cly and omcially cites the
research findings in support of an agen-
cy action that has the force a.nd effect
of law.
(8) Research data means the recorded

factual material commonly accepted in
the scientifio community as necessary
to validate research f1ndings. but not
any of the following: preliminary anal-
yses, drafts of scient1flc papers. plans
for future research. peer reviews. or
communications with colleagues. This
"recorded" ma.terial excludes physical
objects (e.g., laboratory samples). Re-
search data also do not include:
(i) Trade secrets, commercial infor-

mation, materials necesaary to be held
confidential by a researcher unt11 they
are published, or similar information
which is protected under law; and

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

(11) Personnel and medical informa-
tion a.nd similar informa.tion the dis-
closure of which would constitute a
clearly unwarranted invasion of per-
sona.lpriva.cy, such as informa.t1on that
could be used to identify a particular
person in a.research study.
[78 FR 78608, Dec. 26, 3>1.3, l1.Il amended a.t 79
FR 758&4.Dec. 19. 3>14]

§200.316 Property trust relatioD8hip.
Real property. equipment, and intan-

gible property, that are acquired or im-
proved with a Feders.l award must be
held in trust by the non-Federal entity
as trustee for the benefic1aries of the
project or program UDder which the
property was acquired or improved.
The Federal awarding agency may re-
Quire the non-Federal entity to reoord
li8Jl8 or other a.ppropriate notices of
record to indicate that personal or real
property has been acQuired or improved
with a Federal a.ward and that use and
dispos1tion conditions a.pply to the
property.

PROCUREMENT STANDARDS

§200.317 Procurement. by siates.
When procuring property and serv-

ices under a. Federal award. a state
must follow the same pol1oiesand pro-
oedures 1t uses for procurements from
its non-Federal funds. The state will
oomply with §200.322Procurement of
reoovered materials and ensure tha.t
every purchase order or other contract
1noludes a.ny ctauaes required by sec-
tion 1200.326 Contract provisions. All
other non-Federal entities, including
subrecipients of a state. will follow
§1200.318 Genera.l procurement stand-
ards through 200.326Contract provi-
sions.

§200.318 General procurement stand·
ards.

(a) The non-Federal entity must use
its own docwnented procurement pro-
cedures which reflect a.pplicable State.
local. and tr1bal laws and regulations.
provided that the procurements con-
form to a.ppl1cableFederal la.wand the
sta.ndards identified in this part.
(b) Non-Federal ent1tles must main-

tain overBight to ensure tha.t contra.c-
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 standards of conduct
covering conflicts of interest and gov-
erning the actions of its employees en-
gaged 1n the selection, award and ad-
ministration of contracts. No em-
ployee, officer, or agent may partici-
pate in the selection, award, or admin-
istration of a contract supported by a
Federal award if he or she has a real or
apparent conflict of 1nterest. Such a
conflict of 1nterest would arise when
the employee, officer, 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 tndicated here-
in, has a. flnancia.l or other interest 1n
or a tangible persona.l benefit from a.
firm considered for a contract. The of-
ficers, employees, a.nd agents of the
non-Federal entity may neither solicit
nor accept gratuities, favors, or any-
thing of monetary value from contrao-
tors or parties to subcontracts. How-
ever, non-Federal entities may set
standardl! for s1tuations in which the
financial 1nterest 18not substantial or
the gift is an unsolicited item of nomi-
nal value. The standards of conduct
must provide for discipl1nary actions
to be appl1ed for violations of such
standards by omcera, employees, or
agents of the non-Federal entity.

(2) If the non-Federal entity has a
parent. affillate, or subsidiary organi-
zation that is not a state, local govern-
ment, or Indian tribe, the non-Federal
entity must also ma1nta1n written
standards of conduct covering organi-
zational conflicts of 1nterest. Organiza-
tional conflicts of interest means that
beca.use of relationships with a parent
compa.ny, affilia.te, or subsidiary orga-
nlza.tion, the non-Federal entity is un-
a.ble or appears to be unable to be im-
partial in conducting a procurement
action involv1ng a related organiza.-
tion.

(d) The non-Federal entity's proce-
dures must avoid acquisition of unnec-
essary or duplicative items. Consider-
ation should be given to consolldatlng
or breaking out procurements to ob-
tam a more economical purchase.
Where appropriate, an analysis will be
made of lease versus purchase al ter-

§200.318

natives, and any other appropriate
analysis to determine the most eco-
nomical approach.

(e) To foster greater economy and ef-
ficiency, and In accordance with efforts
to promote cost-effective use of shared
services across the Federal Govern-
ment, the non-Federal entity Is encour-
aged to enter into state and local 1nter-
governmental agreements or 1nter-en-
tity agreements where appropriate for
procurement or use of oommon or
sbared goods and services.

(f) The non-Federal entity is enoour-
aged to use Federal excess and surplus
property In lieu of purchas1ng new
equipment and property whenever such
use Is feasible and reduces project
costs.

(g) The non-Federal ent1ty Is encour-
aged to use value eng1neering clauses
in contracts for construction projects
of sufficient size to offer reasonable op-
portunities for cost reduotions. Value
engineering 1s a systematic and cre-
ative analysIs of each contract item or
task to ensure that Its essential nine-
tion is provided at the overall lower
cost.

(b) The non-Federal entity must
award contracts only to responsible
contractors possessing the ability to
perform successfully under the terms
and conditions of a proposed procure-
ment. Consideration will be given to
such matters as oontractor mtegrlty,
compliance with public policy, record
of past performance, and financial and
technical resources. See also §200.212
Suspension and debarment.

(i) The non-Federal entity must
maintaiD records sufficient to detall
the history of procurement. These
records will include, but are not nec-
essarily limited to the following: ra-
tionale for the method of proourement,
selection of oontract type, oontractor
selection or rejection, and the basis for
the contraot price.

<nO) The non-Federal entity may use
a time and material!! type contraot
only after a determination that no
other contract is suitable and if the
contract includes a celllng price 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:

(I) The a.ctual cost of materials; and
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(it) Direct labor hours charged at
rued hourly rates tha.t reflect wages,
general and a.dm1n1stra.tive expenses,
and profit.

(2) Since this formula generates an
open-ended contract price, a time-and-
ma.terials contract provides no positive
profit incentive to the oontra.ctor for
cost control or la.bor emclency. There-
fore, each contract must set a ceiling
price that the contractor exceeds at its
own risk. Further, the non-Federal en-
tity awarding such a contract must IUI-

sert a high degree of oversight in order
to obtain reuonable aesnrance tha.t
the contractor is using eMclent meth-
ods and effective cost controls.

(k) The non-Federal entity alone
must be responsible. in accordance
with good administrative practice and
sound business judgment, for the set-
tlement of all contractual and a.dminis-
tratlve issues a.rising out of procure-
ments. These iseuee include, but are
not limited to, source evalua.tion, pro-
tests, disputes, and claims. These
standards do not relieve the non-Fed-
eral entity of any contractual respon-
sibilities under its contracts. The Fed-
eral awarding agency will not sub-
stitute its judgment for that of the
non-Federal entity unless the matter is
primarily a Federal conoern. Viola-
tions of law will be referred to the
local, state, or Federal authority ha.v-
ing proper lurtedictlon.
['18 FR 78608, Dec. 26, 2013, &8 amended at 79
FR 76884, Dec. 19, 2014]

§200.3111 Competition.
(a) All procurement transactions

must be conduoted in a. ma.nner pro-
viding full and open competition con-
sistent with the standa.rd8 of this BeC-

tlon. In order to ensure objective con-
tractor performanoe and el1minate un-
fair competitive advantage, contrac-
tors that develop or dra.ft specInca-
tions, requirements, statements of
work, or invitations for bids or re-
quests for proposa.ls must be excluded
from oompeting for such proourements.
Some of the situations considered to be
restrictive of competition include but
a.renot limited to:

(1) Placing unreascnable require-
ments on firms in order for them to
qualify to do business:

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

(2)Requiring unneoessary experience
and exceeslve bonding:

(3) Noncompetitive pricing pra.otlces
between firms or between a.ff111ated
companies;

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

(5) Organizational conil1ots of inter-
est;

(6) Specifying only a "brand name"
product instea.d of allowing "an equa.l"
product to be offered and describing
the performance or other relevant re-
quirements of the procurement; and

(7) Any arbitrary action in the pro-
ourement prooess.

(b) The non-Federal entity must con-
duct procurements in a ma.nner that
prohibits the use of statutorily or ad-
mInistratively imposed state, loca] , or
tribal geographical preferences in the
ev.aluation of bids or proposals, except
in those cases where applicable Federal
statutes expressly mandate or encour-
age geographic preference. Nothing in
this section preempts state licensing
laws. When contracting for arohitec-
tural and engineering (AJE) services,
geographIc location ma.y be a selection
criterion provided its a.pplication
leaves an appropriate number of qua.li-
fled firms, given the nature and size of
the project, to compete for the con-
tract.

(c) The non-Federal entity must have
written procedures for procurement
transactions. These procedures must
ensure tha.t all solicitations:

(1) Incorporate a clear and accurate
desoription of the technical require-
ments for the materIal, product, or
service to be procured. SUChdescrip-
tion must not, in competitive prooure-
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 oharacteristics and
standards to which it must conform if
It is to sa.tisf'y its intended use. De-
tailed produot speoifications should be
avoided if at all possible. When it Is
impractical or uneconomical to ma.ke a
clear and accurate description of the
technical requirements. a "brand name
or equivalent" description may be used
as a means to deOne the perfonnance
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or other l!a.lient requirements of pro-
curement. The specific features of the
named brand which must be met by of-
fers must be clearly stated; and
(2) Identify all requirements which

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

sure that all prequa.l1f1edlists of per-
sons, firms, or products which are used
in acquiring goods and services are cur-
rent and Include enough quaUfIed
sources to ensure maximum open and
free competition. Also, the non-Federal
entity must not preclude potential bid-
ders from qualifying during the sol1cl-
tation period.
[78 FR 78608,Dec. 26, 201S.as amended at 79
FR 76885, Dec.19. 2014]

§200.820 Methode of procurement to
. be followed.
The non-Federal entity must use one

of the following methods of procure-
ment.
(a) Procurement by micro-purchases.

Procurement by micro-purchase is the
acquisition of 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 mtcro-puronaeee eq-
uitably among qualified suppliers.
Micro-purchases may be awarded with-
out soliciting competitive quotations if
the non-Federal entity considers the
price to be reasonable.
(b) Proourement by small purchase

prooedures. Small purchase procedures
are those relatively simple and Infor-
mal proourement methods for securing
services, supplies, or other property
that do not cost more than the Sim-
plified Acquisition Threshold. If small
purchase procedures are used, price or
rate quotations must be obtained 1rom
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 Bum or unit price) is awarded to
the responsible bidder whose bid. con-
forming with all the material terms
and conditions of the Invitation fer
bids, is the lowest In price. The sealed
bid method is the preferred method for

§200.320

procuring construction, if the condi-
tions in paragraph (c)(1) of this seotion
apply.
(1) In order for sealed bidding to be

feasible, the following conditione
should be present:
(I) A complete, adequate, and real-

istic speoification or purchase descrtp-
tion is available;
(il) Two or more responsible bidders

are willing and able to compete effec-
tively for the businees; and
(Iii) The proourement lends itself to a

firm fixed price oontraot and the selec-
tion of the successful bidder can be
made principally on the ba.sis of price.
(2) If sealed bids are used, the fol-

lowing requirements apply:
(1) Bids must be solicited from an

adequate number of known suppliers,
providing them Bufficient response
time prior to the date set for opening
the bids, for state, local, and tribal
governments, the invitation for bids
must be publically advertised;
(ii) The invitation for bids, which

will Include any spec1flcatlons and per-
tinent attachments, must define the
items or services In order for the bidder
to properly respond;
(ill) All bids will be opened at the

time and place prescribed in the invita-
tion for bids, and for local and tribal
governments, the bids must be opened
publicly;
(iv) A flnn thed prioe oontract award

will be made in writing to the lowest
responsive and responsible bidder.
Where specified In bidding documents,
factors such a.s discounts. transpor-
tation cost, and life cyole oosts must
be considered in determining which bid
is lowest. Payment discounts will only
be used to determine the low bid when
prior experience indicates that such
disoounts are usually taken advanta.ge
of; and
(v) Any or all bids may be rejected if

there is a sound documented reason.
(d) Procurement by competitive pro-

posals. The technique of competitive
proposale Is norma.lly 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 oonditions
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
publ1cized and identify all evaluation
fa.ctors and their relative importance.
Any response to publtotsed requests for
proposals must be considered to the
max1mum extent practica.l;

(2) Proposals must be solicited from
an adequate number of qualified
sources;

(3) The non-Federal entity must have
a written method for conducting tech-
nical evalua.tlons of the proposa.ls re-
ceived and for selecting reoipients;

(4) Contracts must be awarded to the
responstble firm whose proposal 1s
most advantageous to the program.
with price and other factors consid-
ered; and

(5) The non-Federa.l entity may use
competitive proposal procedures for
qualificat1ons-ba.sed procure ment of ar-
chitectural/engineering (AlE) profes-
siona.l services whereby competitors'
qualifica.tions are evaluated and the
most qualified competitor is selected,
subject to negotiation of fair and rea-
sonable compensation. The method,
where price is not used as a selection
factor. can only be used in procure-
ment of AlE professional services. It
cannot be used to purch8.8e other types
of services though AlE firms are a po-
tential source to perform the proposed
effort.

(e) [Reserved]
(f) Procurement by noncompetitive

proposals. Procurement by non-
competitive proposals is procurement
through solicitation of a proposal from
only one source and may be used only
when one or more of the following ctr-
oumstances apply:

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

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

(9) The Federa.l awarding agency or
pa.ss-throue-h entity expressly author-
izes noncompetitive proposals in re-
sponse toa written request from the
non-Federal entity; or

(4) After solicitation of a number of
sources. competition is determined in-
adequate.
[78 FR 78608. Dec. 26, 2013, as amended a.t 79
FR 75885, Dec. 19, 2014]

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

f 200.321 ContractiDg with small and
minority buBine--, women's bUli-
nUl enterpriBeB, and labor surplus
area firmB.

(a) The non-Federal entity must take
all necessary affirmative steps to as-
sure that minority businesses, women's
business enterprisea, and labor surplus
area firms are used when possible.

(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
businesses, and women's business en-
terprises are solicited whenever they
are potentia.l souroes;

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

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

(5) Using the services and assistance,
as appropriate, of such organillations as
the Small Business Administration and
the Minority Business Development
Agency of the Department of Com-
merce; and

(6) Requiring the prime contractor, if
subcontracts are to be let, to take the
affirroa.tive steps listed in paragraphs
(1) through (5) of this section.

§200.822 Procurement of recovered
materi •••.

A non-Federal entity that is a state
agency or agency of a political subdivi-
sion of a state and its contractors must
comply with section 6002of the Solid
Waste Disposal Act, as amended by the
Resource Coneervation 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-
tncable, consistent with maintaining a
satisfactory level of competition,
where the purchase price of the item
exceeds $10,000 or the value of the
quantity aoquired during the preceding
fiscal year exceeded 510,000;procuring
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solid waste management services in a
manner that maximizes energy and re-
source recovery; and establishing an af-
firmative procurement program for
procurement of recovered materials
identified in the EPA guidelines.
[78 FR 78608. Dec. 26. 2013. a8 amended at 79
FR 76885,Dec. 19, :lOU]

t 200.323 Contract coat and price.
(a) The non-Federal entity must per-

form a cost or price analysis in connec-
tion with every procurement aotion in
excess of the Simplilled Acquisttton
Threshold including contract modinca-
tiona. The method and degree of anal-
ysis is dependent on the facts sur-
rounding the particular procurement
situation, but as a starting point, the
non-Federal entity must make inde-
pendent estimates before receiving bids
or proposals.
(b) The non-Federal entity must ne-

gotiate profit as a separate element of
the price for ea.oh contract in which
there is no prioe compet1tion and in all
cases where cost analysiS Is performed.
To establish a fair and reasona.ble prof-
it, consideration must be given to the
complexity or the work to be per-
formed, the risk borne by the con-
tractor, the contractor's investment,
the amount of subcontracting, the
quality of its record of past perform-
ance, and Industry profit rates In the
surrounding geographical area for
s1milar work.
(c) Costs or prices based on estimated

costs Cor contracts under the Federal
award are allowa.ble only to the extent
that costs incurred or cost estimates
included in negotiated prices would be
a.llowable for the non-Federal entity
under Subpart E-Cost Principles of
this part. The non-Federal entity may
reference its own cost principles that
comply with the Federal cost prin-
ciples.
(d) The cost plus a percentage of cost

and percentage of construction cost
methods of contract1ng must not be
used.

§200.324 Federal awardi~ agency or
pass-through entity reVIew.

(a) The non-Federal entity must
make available, upon request of the
Federal awarding agency or pass-
through entity, technical speclllca-

§200.324

tions on proposed procurements where
the Federal awarding agency or pass-
through entity believes such review Is
needed to ensure that the item or serv-
ice specified is the one being proposed
for acquisition. This review generally
will take place prior to the time the
spectncatton Is incorporated into a so-
licitation dooument. However, If the
non-Federal ent1ty desires to have the
review accomplished after a solicita-
tion has been developed, the Federal
awarding agency or pass-through enti-
ty may still review the speCifications,
with such review usually limited to the
technical aspecte of the proposed pur-
ohase.
(b) The non-Federal entity must

make avallable upon request, for the
Federal award1ng agency or pass-
through entity pre-procurement re-
view, procurement documents, such as
requests for proposals or invitations
for bids, or independent cost estimates,
when:
(1) The non-Federal entity's procure-

ment procedures or operation fa11s to
oomply with the procurement stand-
ards in this part;
(2) The procurement is expected to

exceed the Simplified Aoqulsition
Threshold and is to be awarded w1thout
comnetrtton or only one bid or offer is
received in response to a solicitation;
(3) The procurement, which is ex-

pected to exceed the Simplified Acqui-
sition ThreshOld, specifies a "brand
name" product;
(4) The proposed contract Is more

than the Simplified Acqu1sltion
Threshold and is to be a.warded to
other than the apparent low bidder
under a sealed bid procurement; or
(5) A proposed contract modification

changes the ecope of a contract or in-
creases the contract amount by more
than the Simplified Aoquisition
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
th1s part.
(1) The non-Federal entity may re-

quest that its procurement system be
reviewed by the Federal awarding
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§200.325

agency or pall6-through entity to deter-
m1ne whether its system meets these
standards in order for its system to be
certified. Genera.lly. these reviews
must occur wbere there is continuous
high-dollar funding, and third pa.rty
contracts are awarded on a. regular
basis;
(2) The non-Federal entity may self-

certify its procurement system. Such
self-certlfication must not limit the
Federal awarding agency's right to sur-
vey the system. Under a. self-certifi-
cation procedure, the Federal awarding
agency may rely on written assurances
from the non-Federal entity that it is
complYing with these standards. The
non-Federal entity must cite specJf1c
policies, procedures, regulations, or
standards as being in compliance with
these requirements and have its system
available for review. .

§200.3215 Bonding requirementa.
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
bond1ngpolicy and requirements of the
non-Federal entity provided that the
Federal awarding agency or pass-
through entity has made a determtna-
tion that the Federa.l interest is ade-
quately protected. 11' 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 b1d
price. The "bid guarantee" must con-
sist of a firm commitment such as a
bid bond. cert1f'1edcheck, or other ne-
gotiable instrument a.ccompanying a.
bid as assurance that the bidder will.
upon acceptance of the bid, execute
such contractual documents as may be
required within the time spec1f'1ed.
(b) A performance bond on the part of

the contractor for 100 percent of the
contract price. A "performance bond"
is one executed 1n connection with a.
contract to secure ful1lllment of all the
contractor's obllga.tions under such
contract.
(c) A pa.yment bond on the part cf the

contra.ctor for 100 percent of the con-
tract price. A "payment bond" is one
executed in connection with a contraot
to aesure payment as required by law

2 CfR Ch. U (1-1-15 EdHlon)

of all persons supplying labor and ma-
terial in the execution of the work pro-
vided for 1n the contract.

§200.326 Contract provillioDli.
The non-Federal entity's contracts

must contain the a.pplicable provisions
described in Appendix II to Part 200-
Contract Provisions for non-Federal
Entity Contracts Under Federal
Awards.

PERFORHANOE AND FINANCIAL
MONITORDlG ANDREPORTING

§200.327 FiDaDcial reporting.
Unlees otherwise a.pproved by OMB,

the Federal awarding a.gency may so-
licit only the standard, OMB-approved
governmentwlde data elements for col-
lection of financia.l information (at
time of publication the Federal Finan-
cial Report or such future collections
as may be approved by OMBand listed
on the OMB Web site). ThiS informa-
tion must be collected with the fre-
quency required by the terms and con-
ditions of the Federal award, but no
less frequently than annually nor more
frequently than Quarterly except 1n un-
USW1.1 circumstanoes, for example
where more frequent reporting is nec-
essary for the effective monitoring of
the Federal award or oould 8ignifi-
cantly affeot program outcomes. and
preferably in coordination with per-
formance reporting.

200.128 Moniiorin, IIDd reporting pro-
gram performauce.

(a) MonItoring by the non-Federal enti-
ty. The non-Federa.l entity is respon-
sible for oversight of the operations of
the Federal award 8upported activities.
The non-Federal entity must monitor
its activities under Federal awards to
assure compl1ance with applicable Fed-
eral requirements and performance ex-
pecta.ttons are being achieved. Moni-
toring by the non-Federal entity must
cover each program, function or activ-
ity. See also §200.331Requirements for
pass-through entities.
(b) Non-construction performance re-

ports. The Federa.!· awarding agency
must use standard, OMB-approveddata
elements for collection of performance
information (including performance
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progress reports, Research Perform-
a.nce Progress Report, or such tuture
collections as may be approved by OMB
and listed on the OMB Website).

(1) The non-Federal entity must sub-
mit performance reports at the inter-
val required by the Federal awarding
agency or pass-through entity to best
Inform improvements In program out-
comes and productivity. Intervals must
be no less frequent than annually nor
more frequent than quarterly except In
unusual circumstances, for example
where more frequent reporting is nec-
essary for the effective monitoring of
the Federal award or could signifi-
ca.ntly a.ffect program outcomes. An-
nual reports must be due 90 calendar
days after the reporting period; quar-
terly or semtannual reports must be
due 30 calendar days after the report-
ing period. Alternatively, the Federal
awarding agenoy or pass-through enti-
ty may require a.nnual reports before
the anniversary dates of multiple year
Federal awards. The final performa.nce
report will be due 90 calendar days
after the period of performance end
date. If a just1f1ed request 18submitted
by a non-Federal entity, the Federal
agency may extend the due date for
a.nyperformance report.

(2) The non-Federal entity must sub-
mit performance reports using OMB-
approved governmentwide sta.ndard in-
formation oollections when prOviding
performa.nce information. As appro-
priate in accordance with above men-
tioned Information collections, these
reports w1ll contain, for each Federal
award, brief informat.ion on the fol-
lowing unless other collections are ap-
proved by OMB:

(i) A comparison of aotual accom-
plishments to the objectives of the
Federal award established for the pe-
riod. Where the accomplishments of
the Federal award can be quantified, a
computation of the cost (for example,
related to units of accomplishment)
may be required If that Information
will be useful. Where performance
trend data and analysis would be in-
formative to the Federal awarding
agency program, the Federal awarding
agency should include this as a per-
forma.nce reporting requirement.

(ii) The reasons why established
goals were not met, if a.pproprlate.

§2DD.329

(iii) Additional pertinent Information
incl uding, when appropriate, analysis
and explanation of cost overruns or
high unit coste.

(c) Construction performance reports.
For the most part, onsite technical in-
spections and certified percentage of
completion data are relied on hea.vily
by Federal awarding agencies and pass-
through entitles to monitor progress
under Federal awards and subawards
for construction. The Federal awarding
agency may require additional per-
formance reports only when considered
necessary .

(d) Significant developments. Event!;
may occur between the scheduled per-
forma.nce reporting datee that have sig-
nificant impact upon the supported ac-
tivity. In such cases, the non-Federal
entity must inform the Feder!lolaward-
Ing agency or pass-through entity as
soon as the following types of condi-
tions become known:

(1) Problems, delays, or adverse con-
ditione which will materially impair
the ability to meet the objective of the
Federal award. This disclosure must in-
clude a statement of the action taken,
or contemplated, and any assistance
needed to resolve the situation.

(2) Favorable developments which en-
able meeting time schedules and objec-
tives sooner or at less cost than a.ntloi-
pated or producing more or different
beneficia.l results than originally
pla.nned.

(e) The Federal awardiIJ.g'agency may
make site visits as warranted by pro-
gram needs.

(f) The Federal awarding agency may
waive any performance report required
by this part if not needed.

§200.329 Reporting on real property.
The Federal awarding agency or pass-

through entity must require a non-Fed-
eral entity to submit. reports at least
annually on the status of real property
in which the Federal Government re-
tains an Interest, unless the Federal in-
terest in the real property extends 15
years or longer. In those Instances
where the Federal interest attached is
for a period of 15 years or more, the
Federal a.warding agency or pass-
through entity, at its option, may re-
quire the non-Federal entity to report
at various multi-year frequencies (e.g.,
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every two years or every three yeaI'll.
not to exceed a 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 nve yea.rs).

SUB RECIPIENT MONlTORING AND
MANAGlWENT

§200.330 Subreclpient and contractor
determinatioD8.

The non-Federal entity may concur-
rently receive Federal a.wards as a re-
cipient. a subreoipient, and a con-
tractor, dependl.ng on the substance of
its ~ements with Federal awarding
agencies and pass-through entities.
Therefore, a pass-through entity must
make caee-bz-caae determinations
whether each agreement it makee for
the d1Bbursement of Federal program
fUnds casts the party reoeiving the
funds in the role of a subreciprent or a
oontractor. The Federal awarding
agenoy may supply and require recipi-
ents to oomply with additional guid-
ance to support these determinations
provided such guidance does not con-
flict with this section.
(a) Subreciptenu. A suba.ward is for

the purpose of oa.rrying out a portion of
a Federal award and creates a Federal
assistance relationship with the sub-
recipient. See 1200.92 Suba.ward. Char-
acteristics which support the olassi-
fication of the non-Federal entity a.sa
subrectpient inolude when the non-Fed-
eral entity:
(1) Determines who is eligible to re-

ceive what Federal asststance;
(2) Has its performance measured in

relation to whether objectives of a Fed-
eral program were met;
(3) Has responsibility for pro-

gramma.tio decision ma.king;
(4) Is reepcnstbte for adherence to ap-

plicable Federal program requirements
specified in the Federal award; and
(5)In accordance with its agreement,

uses the Federal.1'unds to oa.rry out a
program for a public purpose Ilpecified
in authorizing statute. a.s opposed to
providing goods or services for the ben-
ent of the pass-through entity.
(b) Contractors. A contract is for the

purpose of obtaining goods and servtcea
for the non-Federal entity's own use

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

and creates a procurement relationship
with the contractor. See 1200.22 Con-
tract. Characteristics indicative of a
procurement relationship between the
non-Federal entity and a contractor
are when the non-Federal entity re-
ceiving the Federal fUnds:

(1) Provides the goods and services
within normal business operatdcns:
(2) Provides similar goods or services

to many different purchasers;
(3) Normally operate8 in a competi-

tive environment;
(4) Provides goods or services that

are ancille.ry to the operation of the
Federal program; and
(5) Is not subject to oompliance re-

quirements of the Federal program as a
result of the agreement, though 8imilar
requirements may apply for other rea-
8011fl.

(c) Use of judgment in making deter-
mination. In determining whether an
agreement between a pass-through en-
tity and another non-Federal entity
casts the la.tter as a subreotjdent 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 a.ll cases, and the p8.SB-
through entity must use judgment in
cla.ssifying each agreement as a
subaward or a procurement contract.

§200.881 Requiremenu for pa8ll-
through eutitie8.

All palls-through entities must:
(a) Ensure that every subaward is

clearly identified to the subrecipient as
a 8ubaward and includes the following
information at the time of the
subaward and if any of these data ele-
ments change. include the ohanges in
subsequent subaward modification.
When some of this information is not
available, the pass-tbrough entity
must provide the best information
aveJla.ble to describe the Federal award
and subaward. Required informa.tion
includes:
(1)Federal Award Identification.
(i) Subrecipient name (which must

match the name associated with itl!
unique entity identifier);
(11) Subrec1pient's unique entity

identifier;
(iii) Federal Award Identifioation

Number (FAIN);
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(iv) Federal .Award Date (see 1200.39
Federal award date);
(v) Subaward Period of Performance

Start and End Date;
(vi) Amount of Federal Funds Obli-

gated by this action;
(v11)Total Amount of Federal Funds

Obligated to the subreoipient;
(viii) Total Amount of the Federal

Award;
(ix) Federal award project descrip-

tion, as required to be responsive to
the Federal Funding Accountab1l1ty
and Transparency Act (FFAT.A);
(x) Name or Federai awarding agency,

pass-through entity, and contact Infor-
mation for awarding offlcial,
(xi) CFDA Number and Name; the

pasB-through entity must identify the
dollar amount made available under
each Federal award and the CFDA
number at time or disbursement;
(xli) Identification of whether the

award is R&D;and
(xiiI) Indirect cost rate for the Fed-

eral award (Including if the de minimis
rate Is charged per §200.414 Indirect
(F&A)costs).
(2) All requirements imposed by the

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 award.
(3)Any additional requirements that

the pa.as-through entity imposes on the
subrecipient in order for the paes-
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 subreciptent and the Federal Gov-
ernment or, If no such rate exists, ei-
ther a rate negotiated between the
paes-through entity and the sub-
recipient (In compliance with thill
part), or a de minimis indirect cost
rate as de11ned in §200.414 Indirect
(F&A) costs, paragraph (0 of this part.

(S) A requirement that the sub-
recipient permit the pass-through enti-
ty and auditors to have access to the
subrecrpient.'e records and flnancia.l
statements as necessary for the pass-
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 subreclplent's risk

of noncompliance with Federal stat-
utes, regulations, and the terms and
conditions or the subaward for purposes
of determining the appropriate sub-
recipient monitoring described In para-
graphs (d) and (e) or this section, which
may include consideration of such fac-
tors as:
(1) The subreciplent's prior experi-

ence with the same or similar sub-
awards;
(2) The results of previous audits In-

cludlng' whether or not the sub-
recipient receives 8 Single Audit In ac-
cordance with Subpart F-.Audit Re-
quirements of this part, and the extent
to which the eame or Bimilar subaward
haa been audited as a major program;
(3) Whether the subreclplent has new

personnel or new or substantially
changed systems; and
(4) The extent and results of Federal

awarding agency monitoring (e.g., If
the subreclplent also receives Federa]
awards directly trom a Federal award-
Ing agency).
(c) Consider imposing specific

subaward conditions upon a sub-
recipient if appropriate as described in
§200.2O'7 Spec1f1cconditions.
(d) Monitor the activities of the sub-

recipient as necessary to ensure that
the subaward is used Cor authorized
purposes, in compliance with Federal
statutes, regulations, and the terms
and condrtdons of the subaward; and
that subaward performance goals are
achieved. Pa.ss-through entity moni-
toring of the eubrectptent, must in-
olude:
(1) Reviewing financial and perform-

ance reports required by the pass-
through entity.
(2) Following-up and ensuring that

the subreclplent takes timely and a.p-
proprlate action on all deficiencies per-
taining to the Federal award provided
to the subreciplentrrom the pass-
through entity detected through au-
dita, on-site reviews, and other means.
(3) Issuing a.management decision ror

audit findings pertaining to the Fed-
eral award provided to the subreoipient
from the pass-through entity as re-
quired by §200.62]Management deci-
sion.
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(e) Depending upon the pa.sa-through
entity's assessment of risk posed by
the subrecipient (as described in para-
gra.ph (b) of this section), the following
monitoring tools may be useful for the
pass-through entity to ensure proper
lI.CCountab1lityand compliance with
program requirements and achieve-
ment of performance goals:
(1) Providine 8ubrecipients with

training and technical assistanoe on
program-related matters; and
(2) Performing on-site reviews of the

subrecipient's program operations;
(3) Armnging for agreed-upon-proce-

dures engagements as described in
§200.425Audit services.
(0 Verify that every subrecipient is

audited as required by Subpart F-
Audit Requirements of this part when
it is expeoted that the subrecijnent'e
Federal awards expended during the re-
spective fiscal year equaled or exceeded
the threshold set forth in 1200.501Audit
requirements.
(g) Coneider whether the results of

the subrecipient's audits, on-site re-
views, or other monitoring indicate
conditione that necessitate a.djuet-
ments to the pass-through entity's own
records.
(h) Consider taking enforcement &C-

tion against noncompliant subrecipf-
ents es desoribed in 1200.388Remedies
for noncompliance of this part and in
program regulations.
[78 FR '18608,Dec. 26, 2018, as amended at ~9
FR ~5885,Dec. 19, 2014]

§200.332 Fixed amount 8ubawardtl.
With prior written approval from the

Federal awarding agency, a pass-
through entity may provide subawards
baaed on fl..xedamounts up to the Sim-
plified Acquisition Threshold, provided
that the subawards meet the require-
ments for fixed amount awards in
§200.201Use of grant agreements (in-
oluding tlxed amount awards), ooopera-
tive agreements, and contracts.

RECORD RETENTION AND ACCESS

§ 2OO.3SlJ Retention requireDUlnu for
records.

Financial records, supporting docu-
ments, statistical records, and all
other non-Federal entity records perti-
nent to a Federal award must be re-

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

tatned for a period of three years from
the date of submission of the final ex-
penditure report or, for Federal awards
that are renewed quarterly or annu-
ally, from the date of the submission of
the quarterly or annual financial re-
port, respectively, aa reported to the
Federal awarding agency or pass-
through entity in the case cf a sub-
recipient. Federal awarding agenoies
and pass-through entities must not im-
pose any other record retention re-
quirements upon non-Federal entities.
The only exceptions are the following:
(a) If any lit1gation. claim, or audit

is started before the expiration of the
3-year period. the records must be re-
tained until all litigation, claims, or
audit findings involving the records
have been resolved and final action
taken.
(b) When the non-Federal entity is

notified in writing by the Federal
awarding agency, cognizant agency for
audit, oversight agenoy for audit, cog-
nizant agenoy for indireot oosts, or
paas-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 f1na.1
disposition.
(d) When records 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) Records for program income

transactions alter the period of per-
formance. In BOrne oases recipients
must report program income after the
period of performance. Where there is
such a requirement, the retentron pe-
riod for the records pertaining to the
earning of the program inoome starts
from the end of the non-Federal enti-
ty's fiscal year in which the program
income is earned.
(0 Indirect cost rate proposals and

cost allocations plans. This paragraph
applies to the following types of docu-
ments and their supporting records: in-
direct cost rate computations or pro-
posals, cost allocation plans, and any
similar accounting computations of
the rate at which a particular group of
costs is ohargeable (such as computer
usage chargeback rates or composite
fringe benefit rates).
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(1) If submitted for negotiation. If the
proposal, plan, or other computation is
required to be submitted to the Federal
Government (or to the pa.ss-through
entity) to form the basis for negotia-
tton of the rate. then the S-year reten-
tion period for its supporting records
starts from the date of such submis-
sion.

(2) If not submItted tOT negotiation. If
the proposal, plan, or other computa-
tion ill not required to be submttted to
the Federal Government (or to the
pass-through entity) for negotiation
purposes, then the a-year retention pe-
riod for the proposal, plan, or computa-
tton and Its supporting recorda starts
from the end of the fisoal year (or
other acoounting period) covered by
the proposal, plan. or other compute-
tion.

§200.334 ReCJ11llllUlfor transfer of
recordll.

The Federal awarding agenoy must
request transfer of certain records to
its custody from the non-Federal enti-
ty when it determines that the records
polll!eSB long-term retention value.
However, in order to avoid dupl1cate
reoordkeeping, the Federal a.warding
agenoy may make arrangements for
the non-Federal entity to retain any
records tha.t are continuously needed
for joint UBe.

t 200.336 Methods for coUection, trane·
m1aelon and etorage of information.

In aooordance with the May 2018Ex-
eoutive Order on Making Open and Ma-
ohine Rsadable the New Default for
Government Information, the Federal
awarding agency and the non-Federal
entity should, whenever practicable,
collect, transmit, and store Federal
award-related information in open and
machine readable formats rather than
in closed formats or on paper. The Fed-
eral awarding agency or paee-through
entity must always provide or accept
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 agenoy or pass-through entity must
not require more than an original and
two coptea. When original records are
electronio and cannot be altered. there
Is no need to oreate and retain paper

§200.337

coptes. When original records are
paper, eleotronic versions may be sub-
stitl1ted through the use of dupl1cation
or other forms of electronic media pro-
vided that they are subject to perlodio
quality control reviews, provide rea-
sonable safegl1ardBagainst alteration.
and remain readable.

§200.336 Access to recorde.
(a) Records of non-Federal entities.

The Federal awarding agency, Inspec-
tors General. the Comptroller General
of the United Sta.tes, and the pass-
through entity, or any of their author-
ized representa.tives, must have· the
right of access to any documents, pa-
pers, or other records of the non-Fed-
eral entity which are pertinent to the
Federal a.ward. in order to make au-
dits, examinations. excerpts, and tran-
scripts. The right also includes timely
and reasonable access to the non-Fed-
eral entity's personnel for the purpose
of interview and discussion related to
suoh documents.
(b) Only under extraordinary and

rare ciroumstances would such access
include review of the true na.me of vic-
tims of a. orime. Routine monitoring
cannot be oonsidered extraordinary and
rare circumstances that would neces-
sitate access to this information. When
scceee to the true name of victims of a
crime 1snecessary, appropriate steps to
protect this sensitive information must
be taken by both the non-Federal enti-
ty and the Federal awarding agency .
.AIJ.ysuch access, other than under a
court order or subpoena pursuant to a
bona. fide confidential investigation,
must be approved by the hea.d of the
Federal awarding agency or delega.te.
(c) Expiration of right of access. Tbe

rights of access in this section are not
limited to the required retention pe-
riod but last as long as the records are
retained. Federal awarding agenoies
and pass-through entities must not im-
pose any other acceBB requirements
upon non-Federa.l entities.

§200.337 Restrictions OD public access
to recorda.

No Federal awarding agency may
place restrictions on the non-Federal
entity that limit public access to the
records of the non-Federal entity perti-
nent to a Federal award. except for
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protected personally identif'1able 1nfor-
matdon (PII) or when the Federal
awarding agency can demonstrate that
suoh reoords will be kept confidential
and would have been exempted fi'om
disolosure pursuant to the Freedom of
Information Act (5 U.S.C. 552)or con-
trolled unclassified information pursu-
ant to Exeoutive Order 13556if the
records had belonged to the Federal
awarding agency. The Freedom of In-
formation Act (5 U.S.C. 552) (FOIA)
does not apply to those records that re-
main under a non-Federal entity's con-
trol except as reQ.uired under §200.315
Intangible property. Unless required by
Federal, state, local, and tribal stat-
ute, non-Federal entities are not re-
quired to permit publio aocess to their
records. The non-Federal entity's
records provided to a Federal agency
generally will be subject to FOIA and
applicable exemptions.
['18 FR 78608, DBC. 26. 2018. 8.8 amended at 19
FR 16886, Dec. 19, 2014J

REMEDIES FOR NONCOMPLIANCE

§200.838 Remediesfor noncompliance,
If a non-Federal entity fails to com-

ply with Federal statutes, regulations
or the terms and conditions of a Fed-
eral award, the Federal awa.rding agen-
cy or pass-through entity may impose
additional concUtions, as desoribed in
§200.207Speoif1coonditions. If the Fed-
eral awarding agency or pass-through
entity determines that noncompliance
cannot be remed1ed by imposing addi-
tional conditions, the Federal awarding
agency or pass-through entity may
take one or more of the following ac-
tions, as appropria.te in the cir-
cumstances:
(a) Tempora.rlly withhold cash pay-

ments pending correction of the defi-
ciency by the non-Federal entity or
more severe enforcement action by the
Federal awarding agency or pass-
through ent1ty.
(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 oompliance.
(c) Wholly or partly suspend or ter-

minate the Federal award.
(d) Initiate suspension or debarment

proceedings as authorized under 2 OFR
part 180and Federal awarding agency

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

regulatiOns (or in the case of a pass-
through entity, recommend such a pro-
ceeding be initiated by a Federal
awarding agency).
(e) Withhold further Federal awards

for the project or program.
(f) Take other remedies that may be

legally available.

t 200.389 Termination.
(a.)The Federal award may be termi-

nated in whole or in part as follows:
(1) By the Federal award1llg a.gency

or pass-through entity, if 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 awa.rding agency

or pass-through entity with the con-
sent of the non-Federal entity, in
which case the two parties must agree
upon the termina.tion 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 a.warcUngagen-
cy or pass-through entity written noti-
fica.tion setting forth the reasons for
suoh 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 case
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 awa.rcUng
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 awa.rding agency or pass-
through entity and the non-Federal en-
tity remain responsible for compliance
with the requirements in §f2OO.343
Closeout and 200.344 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 term1na.ted

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 termmatdon 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 notify any
other relevant governmentwide sys-
tems or entities of any Indications of
poor performance as required by 41
U.S.C. 417band 31 U.S.C. 3321 and im-
plementing guidance at 2 CFR part 71
(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. 8.8 amended at 79
FR 15885.Dec. 19. 2014]

1200.341 Opportunities to object, hear-
iDp anel appeals.

Upon taking any remedy for non-
compliance, the Federal awarding
agency must provide the non-Federal
entity an opportunity to object and
provide' information and documenta-
tion challenging the suspension or ter-
mination action, in accordance with
written processes and procedures pub-
lished by the Federal awarding agency.
The Federal awarding agency or pass-
through entity must oomply with any
requIrements for hearingS, appeals or
other administratIve proceedings to
which the non-Federal entity is enti-
tled under any statute or regulation
applicable to the action Involved.
[18 FR 78608, Dec. 26, 2013, as amended at 79
FR 75885,Dec. 19. 2014]

1200_342 Effects of luspelUlion and ter-
miDation.

Costs to the non-Federal entity re-
sulting Crom obligations incurred by
the non-Federal entity during a sus-
pension or after termination of a Fed-
eral award or subaward are not allow-
a.bleunless the Federal awarding agen-
cy or pass-through entity expressly au-
thorizes them in the notice of suspen-

§200.343

sion or termination or subsequently.
However, costs during suspension or
after termination are allowable if:
(a) The costs result from obligations

which were properly incurred by the
non-Federal entity before the effective
date of suspension or 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 which the ter-
mination takes effect.

OLOSEOUT

1200.M3 ClolMlOut.
The Federal awarding agency or pass-

through entity will close-out the Fed-
era.l award when 1t determines that all
a.pplicable administrative actions and
all required work of the Federal award
have been completed by the non-Fed-
eral entity. This section spec1fies the
actions the non-Federal entIty and
Federal awarding agency or pass-
through entity must take to complete
this process at the end of the period of
performance.
(a) The non-Federal entity must sub-

mit, no later than 90 calendar days
after the end date of the period of per-
formance, all financial, performance.
and other reports 8.8 required by the
terms and conditions of the Federal
award. The Federal awarding agency or
pass-through entity may approve ex-
tensions when requested by the non-
FedersJ entity.
(b) Unless the Federal awarding agen-

cy or pass-through entity authorizes an
extension, a non-Federal ent1ty 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 spec1f1ed in
the terms and conditions of the Federal
award.
(c) The Federal awarding agency or

pass-through entIty must make prompt
payments to the non-Federal entity for
allowable reimbursable costs under the
Federal award being closed out.
(d) The non-Pedera; entity must

promptly refund any balances of unob-
ligated cash that the Federal awarding
agency or pass-through entIty pa1d in
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advance or paid and that are not au-
thorized to be retained by the non-Fed-
eral entity for use in other projects.
See OMB Circular A-129 and see
§200.345 Collection of a.mounts due, for
requirements rega.rding unreturned
amounts that become delinquent debts.
(e) Consistent with the terms and

conditions ot the Federal awa.rd. the
Federal awarding agency or p&88-
through entity must make a. settle-
ment for any upwa.rd or downwa.rdad-
justments to the Federal eha.reof costa
after closeout reports are received.

(!) The non-Federal entity must ac-
count for any real and pe1'llona.lprop-
erty acquired with Federal fUndsor re-
oeived from the Federal Government in
accordance with "200.310 Insurance
coverage throu~h 200.316 Property trust
relationship and 200.329 Reporting on
real property.
(g) The Federal awarding agenoy or

pass-through entity should complete
all closeout actions for Federal awards
no later than one year after receipt and
acceptance ot all required final reports.
[78 FR 78608. Dec. 26. 2013. &.S amendedat 79
FR 76886, Dec. 19, 2014]

POST-CLOSEOUT ADJUSTMENTS AND
CONTINUING Rli:SPONSffilLlTlES

§200.344 Poet-c10ee0ui acliuatments
and cODtinuing reBpOusibilitiElli.

(a) The closeout of a Federal awa.rd
d068not affect any of the following:
(1)The right of the Federal awarding

agency or pass-through entity to dis-
allow costs and recover funds on the
basis of a later audit or other review.
The Federal awarding agency or pass-
through entity must make any cost
disallowance determination and notify
the non-Federal entity within the
record retention period.
(2)The obligation of the non-Federal

entity to return any funds due as a re-
sult of later refunds. correotions, or
other transactions including final indi-
rect cost rate adjustments.
(3) Audit requirements in Subpart

F-Atldit Requirements of this part.
(4) Property management and dis-

poeition requirements in Subpart D-
Poet Federal Award Requirements of
this part, §§ 200.310 Insurance Coverage
through 200.316 Property trust relation-
ship.

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

(5) Records retention as required in
Subpart D-Post Federal Award Re-
quirements of this part. §§200.S33 Re-
tention requirements for records
through 200.337 Restr1ctions on public
access to records.
(b) After closeout of the Federal

award, a relationsh1p created under the
Federal award may be modi1l.ed 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-Federal entity referred
to in paraln'aph (a.) of this section, in-
cluding those tor property management
as applicable. a.re considered and provi-
sions made for continuing responsibil-
ities of the non-Federal entity. as ap-
propriate.
[78 FR 78008. Dec. 26. 2013. a.a amended at 79
FR 76886, Dec. 19, 2014]

COLLECTION op AMOUNTS DUE

1200..345 Collection of amounts due.
(a) Any funds paid to the non-Federal

entity in excess of the amount to
which the non-Federal entity is finally
determined to be entitled under the
terms of the Federal award constitute
a. debt to the Federal Government. If
not paid within 90 calendar days after
demand. the Federal awarding agency
may reduce the debt by:
(1) Making an adminietrative offset

against other requests for re1mburse-
ments;
(2) Withholding advance payments

otherwise due to the non-Federal enti-
ty;or
. (3)Other action permitted by Federal
statute.
(b) Except where otherwise provided

by statutes or regulations, the Federal
awarding agency will charge interest
on an overdue debt in accordance with
the Federal Claims Collection Stand-
ards (31CFR parts 900 through 999). The
date from which interest is computed
is not extended by litigation or the til-
ing of any form of appeal.
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SubpartE~ost Principles
GENERAL PROVISIONS

f JOO.400 Pollcy guide.
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 application of sound man-
agement practices.

(b) The non-Federal entity asBumes
responsibility for administering Fed-
eral flmds in a manner oonsistent with
underlying agreements, program objec-
tives, and the terms and conditions of
the Federal award.

(e) Tbe non-Federal ent1ty, in rec-
ognition of its own unique combination
of staff, facilities, and exper1ence, has
the primary responsibutty for employ-
ing whatever form of sound organiza-
tion and management techniques may
be neceBBary in order to assure proper
and efficient administration of the
Federal award.

(d) The application of these cost prin-
ciples should require no significant
changes in the internal accounting
policies and practices of the non-Fed-
eral entity. However, the a.ccounting
practices of the non-Federal entity
must be consistent with these cost
pr1nciples and support the a.ccumula.-
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 oost allocation plans or indi-
rect oost proposale, 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 variatfons
exist in the treatment of a. given cost
Item by the non-Federal entity, the
reasonableness and equity of such
treatments should be fully oonsidered.
See §200.56Indirect (fac1I1tles& admin-
Istrative (F&A» costs.
(!) For non-Federal entities that edu-

cate and engage students in research,
the dua.l role of students as both train-
ees and employees (including pre- and

12000401

post-doctoral stam contributing to the
completion of Federal awards for re-
search must be recognized In the appli-
cation of these pr1nciples.

(g) The non-Federal entity may not
earn or keep any pront resulting from
Federal financial aBBietance,unlese ex-
plicitly authorized by the terms and
oonditions of the Federal award. See
also §2OO.307Program income.
['78 FR 78608, Dec. 26, 2013, &.8 amended at 79
FR 75885, Dec. 19, 2014]

1100.401 Application.
(a) General. These principles must ba

used in determining the allowa.ble costs
of work performed by the non-Federal
entity under Federal awards. These
princ1ples also must be used by the
non-Federal entity as a. guide in the
pricing of fixed-prioe contracts and
subcontraots where costs are used in
determining the a.ppropria.te pr1ce. The
principles do not apply to:

(1) Arrangements under which Fed-
eral financing 1s in the form of 10aDl!,
scholarships, felloWBhips, traineeships,
or other fixed amounts based on such
Items as sdueatdcn allowance or pub-
lished tuition rates and fees.

(2) For IREs, cap1tation awards,
which are awards based on case counts
or number of beneno1aries acoording to
the terms and conditions of the Federal
award.

(3) Fixed amount awards. Bee also
Subpart A-Acronyms and Definitions,
§§200.45 Fixed amount awards and
200.201Use of grant agreements (includ-
ing fixed amount awards), cooperatIve
agreements, and oontracts.

(4) Federal awards to hospitals (see
Appendix IX to Part 200-Hoeplta.l Cost
Principles).

(5) Other awards under which the
non-Federal entity Is not required to
account to the Federal Government for
actual oosts inourred.

(b) Federal Contract. Where a. Federal
contract awarded to a. non-Federal en-
tity ie subject to the Cost Accounting
Standards (CAS), it incorporates the
a.pplioa.bleCAS clauses, Standards, and
CAS administration requirements per
the 48CFR Chapter 99 and 48 CFR part
30 (FAR Part 30). CAS a.pplies direotly
to the CAS-covered contract and the
Cost Aocounting Standards at 48 cFR
parts 9904or 9905takes precedence over
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the cost principles in this Subpart E-
Cost Principles of this part with re-
spect to the allocation of costs. When a
contract with a non-Federa.! entity Is
subject to full CAS coverage, the al-
10wab1lity of certa.1n costs under the
cost principles will be affected by the
a.!location provisions of the Cost Ac-
counting Standards (e.g., CAS 414-48
CFR 9904.414,Cost of Money as an Ele-
ment of the Cost of Facilities Capital.
and CAS 417-48 CFR 9904.417.Cost of
Money as an Element of the Cost of
Capita.! Assets Under Construction).
apply rather the a.!lowability provi-
sions of i200.449In tarest. In complying
with those requirements, the non-Fed-
era.! entity's application of cost ac-
counting practices for estimating. ac-
cumulattng, and reporting costs for
other FederaJ awards and other cost
objectives under the CA8-covered con-
tra.ct still must be consistent with its
cost accounting practices for the CAS-
covered contracts. In all cases, only
one set of accounting records needs to
be maintained for the allocatton of
costs by the non-FederaJ entity:
(c) E:remptions. Some no,nproflt orga-

nizations. because of their size and na-
ture of opera.tions, can be considered to
be similar to for-pront entities for pur-
pose of appl1cab1l1ty of cost prinoiples.
Such nonprofit organizations must op-
erate under Federal cost principles ap-
plicable to for-profit entities located at
48CFR 31.2. A listing of these organiza-
tions is oontained in Appendix VIII to
Part 200--Nonpront Organizations Ex-
empted From Subpart E-Cost Prin-
ciples of this part. Other organizatiOns.
as approved by the cognizant ~ency
for indirect costs, may be added from
time to time.

BABIC CONSIDERATIONS

§200.402 Compo.ition of costa.
Total cost. The total cost of a Federal

award ill the sum of the allowable di-
rect and a.!locable indirect costs less
any applicable credits.

1200.403 Faotor'll affectinlf allowability
of costa.

Except where otherwise authorized
by statute, costs must meet the fol-
lowing genera.! criteria In order to be
allowable under Federa.! awards:

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

(a) Be necessary and reasonable for
the performance of the Federal award
and be a.!locable thereto under these
principles.
(b) Conform to any limitations or ex-

clusions set forth in these principles or
in the Federal award as to types or
amount of cost items.
(c) Be consistent with policies and

procedures that apply uniformly to
both federally-financed and other ac-
tivities of the non-Federal entity.
(d) Be accorded consistent treatment.

A cost may not be &.8Signedto a Fed-
eral award as a direct cost if any other
cost incurred for the same purpose in
like circumstances has been allocated
to the Federal award as an indirect
cost.
(e) Be determined In accordance with

generally acoepted a.ccounting prin-
ciples (GAAP), except, for state and
local governments and Indian tribes
only, as otherwise provided for in this
part.
(f) Not be inoluded as a cost or used

to meet cost sharing or matching re-
quirements ot' any other federally-fi-
nanced program in either the current
or a prior period. See also §200.306Cost
sharing or matohing paragraph (b).
(g) Be adequately documented. See

also H200.300Statutory and national
policy requirements through 200.909Pe-
riod of performance of this part.

t 200.404 Reuonable COIIta.

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 a.t the time the decision was
made to inour the cost. The question of
reasonableness Is particularly impor-
tant when the non-Federal entity is
predominantly federa.lly·funded. In de-
termining reesonableneee of a given
oost, consideration must be given to:
(a) Whether the cost is of a type gen-

era.!ly recognized as ordinary and nec-
essary for the operation of the nOD-
Federal entity or the proper and effi-
cient performance of the Federal
award.
(b) The restraints or requirements

imposed by such factors &.8: BOundbusi-
ness pra.ctices; arm's-length bar-
gaining; Federal, state, local, tribal,
and other laws and regnlatlons; and
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terms and conditions of the Federal
awa.rd.
(c) Market prices for comparable

goods or services Cor the geographic
area.
(d) Whether the indiv1dus.ls con-

cerned acted with prudence in the cir-
cumstances considering their respon-
sib1l1ties to the non-Federal entity, its
employees, where applicable its stu-
dents or membership, the public at
large, and the Federal Government.
(e) Whether the non-Federal entity

significantly deviates from its estab-
lished practices and pollcies rega.rdlng
the incurrence oC costs, which may
unjustifiably increase the Federa.l
award's cost.
[78 FR 78608. Dec. 26. lID13.a8 amended at 79
FR 75885, Dec. 19, lID14]

§ 200.4011 Allocable costs.
(a) .Acost Is a.llocable to a particula.r

Federal award or other cost objective if
the goode or services involved are
chargeable or 8.8S1gnableto that Fed-
eral award or cost objective in accord-
ance with relative benefits received.
This standard is met if the cost:
(1) Is incurred specifically for the

Federal award;
(2) Benefits both the Federa.l award

and other work of the non-Federal en-
tity and can be distributed in propor-
tions that may be approximated using
reasonable methods; and
(3) 18 necessary to the overall oper-

a.tion of the non-Federal entity and ill
ll.SSignablein part to the Federal award
in acoordance with the prinCiples in
this subpart.
(b) .All activities which benefit from

the non-Federal entitY'1Iindirect (F&.A)
cost. including unallowable activities
and donated services by the non-Fed-
eral entity or third parties, will receive
an appropriate allocation of indirect
costs.
(c) Any cost allocable to a partaoular

Federal award under the principles pro-
vided for in this part may not be
charged to other Federal awards to
overcome fund deficiencies. to avoid re-
strictions imposed by Federal statutes,
regulations, or terms and conditions of
the Federal awards, or for other rea-
sons. However, this prohibition would
not preclude the non-Federal entity
from shifting costs tha.t are allowable

§200A06

under two or more Federal awards in
accordance with existing Federal stat-
utes, regulations, or the terms and con-
ditions of the Federal awards.
(d) Direct cost allocation principles.

If a cost beneflts two or more projects
or activities in proportions that can be
determined without undue effort or
cost, the cost must be a.llocated to the
projects based on the proportional ben-
efit. If a cost benefits two or more
projects or activ1ties in proportions
that cannot be determined because of
the interrelationship of the work in-
volved, then, notwtthstantUng 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-
cificaJly authorized under a Federal
award, the costs are assignable to the
Federal award regardless of the use
that may be made of the equipment or
other capital asset involved when no
longer needed for the purpose for which
it was originally required. See also
§§200.310 Insurance coverage through
200.316 Property trust relationship and
200.439 Equipment and other capital ex-
pendi tures.
(e) If the contract is subject to CAS,

costs must be allocated to the contract
pursuant to the Cost .Accounting
Standards. To the extent that CAS is
applicable, the allocation of costs in
accordance with C.AStakes precedence
over the allocation provisions in this
part.
[78 FR 78608, Deo. 26, 2013, a8 amended at 79
FR 76886. Dec. 19, 2014]

t 200,406 Applicable credits.
(a) Appl1cable credits refer to those

receipts or reduction-of-expenditure-
type transaotions tha.t offset or reduce
expense items allocable to the Federal
awa.rdas direct or indireot (F&.A)costs.
Examples of such traneactlons are: pur-
chase discounts, rebates or allowances,
recoveries or indemnities on losses, in-
surance refunds or reba.tes, and adjust-
ments of overpayments or erroneous
charges. To the extent that such cred-
its acoruing to or received by the non-
Federal entity rela.te 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 1n8ta.nces, the amounts
received from the Federal Government
to flnance activities or service oper-
ations of the non-Federal entity should
be treated as applicable credits. Spe-
cifically, the concept of netting such
credit items (including any amounts
used to meet oost sharing or matching
requirements) must be recognized in
determining the rates or amounts to be
charged to the Federal award. (See
§§200AS6 Depreciation and 200.468Spe-
cialized service fac1llties, for areas of
potential application in the matter of
Federal financing of activitIes.)
[78 FR 78608, Dec. 26, 2013, as amended a.t 79
FR 75885,Dec. 19, 2(14)

§200.407 Prior written approval (prior
.pproval).

Under any given Federal award, the
rea.sonableness and a.llocablUty of cer-
tain items of costs may be diffioult to
determine. In order to avoid subse-
quent disallowance or dispute based on
unreasonableness or nonaliocabllity,
the non-Federal entity may seek the
prior written approval of the cognizant
agency for indirect costs or the Federal
awa.rding agency in advance of the in-
currence of special or unusual costs.
Prior written approval Ilhould include
the tlmeframe or scope of the agree-
ment. Tbe absence of prior written ap-
proval on any element of C08twill not,
in itself, affect the reasonableness or
allocability of that element, unless
prior approval is specifically required
for allowab1l1ty as descrtbed under cer-
tain circumstances in the following
sections of this part:
(a) §2OO.201Use of grant agreements

(including fixed amount awards), coop-
erative agreements, and contracts,
paragraph (b)(5);
(b) 1200.306Cost sba.ring or matching;
(c) §200.807Program inoome;
(d) 1200.308Revision of budget and

program plans;
(e) 1200.311Real property;
(0 1200.318Equipment:
(g) 1200.382Fixed amount subawards;
(h) §200.413Direct costs, paragraph

(c);
(1) §200.430 Compensation-personal

services, paragraph (h);
(j) 1200.431Compensation-fringe ben-

efits;
(k) 1200.438Entertainment costs:

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

(l) §200.439Equipment and other cap-
ital expenditures;
(m) 1200.440Exchange rates:
(n) §2OO.441Fines, penalties, damages

and other settlements;
(0) §200.442Fund raising and invest-

ment management costs:
(P) §2OO.446Goods or services for per-

sonal use;
(q) §200.447 Insurance and indem-

nification;
(r) 1200.454Memberships, subscrip-

tions, and professional activity costs,
paragraph (c);
(s) 1200.455Organization costs;
(t) 1200.456Participant support costs:
(u) §200.458Pre-award costs:
(v) §200.462Rearrangement and re-

conversion costs:
(w) §2OO.467Selling and marketing

costs;
(x) §200.470Taxes (including Value

Added Tax); and
(y) §200.474Travel costs.

[78 FR '18608,Dec. 26, 2013, as amended at 79
P'R 7158811, Dec. 19. 2014)

§200..408 Limitation on allowance of
COlIt..

The Federa.l awa.rd 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 in accordance with the prm-
Ciples in this pa.rt, the amount not re-
coverable under the Federal award may
not be charged to the Federal award.

1200.409 Special consider.doBB.
In addition to the basic consider-

ations regarding the allowab1l1ty of
costs highlighted in this subtitle, other
subtitles in this part describe special
considerations and requirements appli-
cable to states, local governments. In-
dian tribes, and IHEs. In addition. cer-
tain provisions among the Items of cost
in this subpart, are only applica.ble to
certain types of non-Federal ent1ties,
as specified in the following sections:
(a) Direct and Indirect (F&A) Costs

(§§200.412 Classification of oosts
through 200.415Required cert11lcations)
of this subpart:
(b) Specia.l Considerations for StateB,

Local Governments and Indian Tribes
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(§§2OO.416 Cost allocation plans and in-
direct cost proposals and 200.417Inter-
agency service) of this subpart; and
(c) Special Considerations for Insti-

tutions of Higher Education (§§200.418
Costs incurred by states and local gov-
ernments and 200.419 Cost a.ccounting
standards and disclosure statement) of
this subpart.

§200.410 CollectioD of unaUowable
costa.

Pa.yments made for costs determined
to be unallowable by either the Federal
a.warding 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 aooordance
with instructions from the Federal
agency that determined the costs are
unallowable unless Federal statute or
regula.tion directs otherwise. See a.lso
Subpart D-Post Federal Award Re-
quirements of this part, §§200.300 Stat-
utory and national policy requirements
through 200.309Period of performance.

t 200.411 Ad,julltmeDt of previously ne-
gotiated indirect W&A) cost rates
CODtaining 1D18Ilowabie costa.

(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 condltions of a Federal
award; or
(2) Are unallowa.ble because they are

not a.llocable to the Federal awardts),
must be adjusted, or a refund must be
ma.de, in accordance with the require-
ments of this section. These adjust-
ments or refunds are del!lignedto cor-
rect the proposals used to establish the
rates and do not constitute a reopening
of the rate negot1at1on. The adjust-
ments or refunds will be made regard-
lellllof the type of rate negotiated (pre-
determined, 11na.1. 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 ea.cb year

§200.413

involved and a cash refund (including
interest chargeable in acoordance with
applicable regulations) w11lbe 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 avo1d dupli-
cate recovery of the unallowable costs
by the Federal Government.
(d) For rates covering the current pe-

riod, e1ther a rate adjustment or a re-
fund, as described in paragraphs (b) and
(c) of this section, must be required by
the cognizant agency for indirect costs.
The choice of method must be at the
discretion of the cognizant agency for
indirect costs, based on 1ts judgment as
to which method would be most prac-
tical.
(e) The amount or proportion of unal-

lowable costs included in each yaa.r's
rate w111be assumed to be the same as
the amount or proportion of unallow-
able costs included in the base year
proposal used to establish the rate.

DmECTAND INDIRECT (F&A)COSTS

§200.412 Cla•• ilicatiOD of costa.
There is no universal rule for

classifying certain costs as either di-
rect or indirect (F&A) under every ac-
counting system. A cost may be direct
w1th respect to some specific service or
function, but indirect with respect to
the Federal award or other final cost
objective. Therefore. 1t Is essential
that each item of cost incurred for the
same purpose be treated consistently
in like circumstances either as a direct
or an indirect (F&A) cost in order to
avoid possible double-charging of Fed-
eral a.wards.Guidelines for determining
direct and indirect (F&A)costs charget'l
to Federa.l awa.rds are provided in this
subpart.

§200.418 Direct collt8.
(a) General. Direct costs a.re those

costs that can be identified speoifically
w1th a particular final cost objective,
such as a Federal award, or other inter-
nally or externally funded a.ctivity, or
that can be directly assigned to such
activities relatively easily with a higb
degree of accuracy. Costs incurred for
the same purpose in like circumstances
must be treated consistently as either
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direct or indirect (F&A) costs. See also
1200.405 Allocable costs.
(b) Application to Federal awards.

Identification with the Federal award
rather than the nature of the goods and
services involved is the determining
factor in distingu1sh1ng direct from in-
direct (F&A) costs of Federal awards.
Typical costs charged direotly to a
Federal a.ward are the compensatton of
employees who work on that award,
their related fringe benefit coats, the
costs of mater1als and other itsms of
expense incurred for the Federal award.
If directly related to a specifiC award,
certain costs that otherwise would be
treated as indirect costs may also in-
clude extraordinary utility consump-
tion, the cost of materials lluppl1ed
from stock or services rendered by spe-
oia.lizedfacilities or other inatitutional
service operations.
(c) The salaries of administrative and

clerical staff should normally be treat-
ed II.B indireot (F&A) costs. Direct
charging of these costs may be appro-
priate only if all of the following cond1-
tione are met:
(1) Administrative or clerical serv-

ices are integral to a project or activ-
ity;
(2) Individuals involved can be spe-

cifically ident1fl.edwith the project or
activity;
(3) Such oosts are explicitly included

in the budget or have the prior written
approval of the Federal awarding agen-
cy;and
(4) The costa are not also recovered

as indirect costs.
(d) MinoT' items. Any direct cost of

minor amount may be treated as an in-
direct (F&A) cost for reasone of practi-
cality where such accounting treat-
ment for that item of cost is consfst-
ently applied to all Federal and non-
Federal cost objectives.
(e) The costs of certain activities are

not allowable as charges to Federal
awards. However, even though these
costs are unallowable for purposes of
computing oharges to Federal awards,
they nonetheless must be treated as di-
rect costs for purposes of determin1ng
indireot (F&A) cost rates and be allo-
cated their equitable share of the non-
Federal entity's indirect coste if they
represent activities which:
(1)Include the salaries of personnel,

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

(2)Occupy space, and
(3)Benefit from the non-Federal enti-

ty'S indirect (F&A)costs.
(!) For nonprofit organizations, the

costs of aotivities performed by the
non-Federal entity primarily as a serv-
ice to members, clients, or the general
public when stgn1f1cant and 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)Maintenance of membership rolls,

subscrtptione, publications, and related
functione. See also §200.454 Member-
ships, subscriptions, and professional
activity costs.
(2) Providing services and informa-

tion to members, legislative or admin-
istrative bodies, or the public. See also
§§200.4M Memberships, subscriptions,
and professional activity costs and
200.450 Lobbying.
(3) Promotion, lobbying, and other

forms of public relatione. See also
§§200.421 Advertising and public rela-
tiona and 200.450 Lobbying.
(4) Conferences except those held to

conduct the general administration of
the non-Federal entity. See also
1200.432 Conferences.
(6) Maintenance, protection, and in-

vestment of special funds not used in
operation of the non-Federal entity.
See also 5200.442Fund raising and in-
vestment management costs.
(6) Adm1n1Btration of group benefits

on behalf or members or clients, in-
cluding life and hospital insurance, an-
nuity or retirement plans, and finan-
cIal aid. See also 1200.431 Compensa-
tion-fringe benefits.
[78 FR 78608,Dec. 36, 2013, a& amended a.t 79
FR 76886,Dec. 19, 2014]

§200.414 Indirect (FAA) costa.
(a) Facilities and Administration Classi-

fication. For major IHEs and major
nonprofit organizations, indireot (F&A)
costs must be classified within two
broad categories: "Facilities" and
"Administration." "Facilities" is de-
fined as deprectatdon on buildings,
equipment and ca.pital improvement,
interest on debt associated With cer-
tain buildings, equipment and capital
improvements, and operations and
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maintenance expenses. ••Administra-
tion" is defined as general administra.-
tion and general expenses such &8 the
director's office, accounting, personnel
and all other types of expenditures not
listed specifically under one of the sub-
categories of "FacUities" (including
cross allocations from other pools,
where applicable). For nonprofit orga-
nizations, library expenses are included
in the "Administration" category; for
institutions of higher education, they
are included in the "Facilities" cat-
egory. Major IEEs are defined as those
required to use the Standard Format
for SubmiB8ionas noted in Appendix ill
to Part 200--Indireot (F&A)Costs Iden-
t1f1cation and Assignment, and Rate
Determination for Institutions of H1gh-
er Education (lHEs) paragra.ph C. 11.
Major nonprofit organizations are
those which receive more than $10mil-
lion dollars in direct Federal funding.

(b) Diversity of nonprofit organizations.
Because of the diverse characteristics
and a.coounting practices of nonprofit
organizatione, it is not possible to
specifY the types of cost which may be
clAssified as indirect (F&A) cost in a.11
situations. Identification with a Fed-
eral Award rather than the na.ture of
the goods and services involved is the
determining factor in distinguishing
direct from indirect (F&A) costs of
Federal awards. However, typical ex-
a.mplesof indirect (F&A) cost for many
nonprofit organizations may include
deprecla.tlon on buildings and equip-
ment, the costs of operating and main-
taining fac1l1tles, and general adminis-
tration and genera.l expenses, such as
the salaries and expenses of executive
officers, personnel administration, and
accounting.

(c) Federal Agency Acceptance of Nego-
tiated Indirect Cost Rates. (See also
§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 Federa.l statute or regula-
tion, or when Approved by a Federal
awarding Agency head or delegate
based on documented justification as
described In paragraph (c)(3) of this
section.

§200.414

(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 pollcles, procedures and
general decision making criteria that
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 cf funding opportunity the poli-
cies relating to indirect cost rate reim-
bursement. matching, or cost share as
a.pproved under paragraph (e)(l) of this
section. As appropriate, the Federal
agency should incorporate discussion
of these policies into Federal awarding
agency outreach activities with non-
Federal entities prior to the posting of
a notice of funding opportunity.

(d) Pass-through entities are subject
to the requirements in §200.831Re-
quirements for pass-through entities,
paragraph (a)(4).

(e) Requirements for development
and submission of indirect (F&A) cost
rate proposals and cost allocation
plans are contained in Appendices m-
vn and Appendix IX lIB follows:

(1) Appendix m to Part liDO-Indirect
(F&A) Costs Identiftcation and Assign-
ment, and Rate Determination for In-
stitutions of Higher Education (IREs);

(2) Appendix IV to Part 200-Indirect
(F&A) Costs Ident11lcation and AB8ign-
ment. and Rate Determination for Non-
profit 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 VII to Part 200-States
and Local Government and Indian
Tribe Indirect Cost Proposals: and

(6) Appendix IX to Pa.rt 200-Hospital
Cost Principles.

(f) In addition to the procedures out-
lined In the appendices in paragra.ph (e)
of this section, any non-Federal entity
that has never received a negotiated
indirect cost rate, except for those non-
Federa.l entities described in Appendix
VII to Part 2O()-states and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals, pa.ragra.ph D.l.b, may elect
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to charge a de minimis rate of 10%of
modified total dIrect oosts (MTDC)
which may be used Inde11nItely.As de-
scribed in §2OO.403Factors affecting al-
lowab1l1tyof coste, costs must be con-
sistently charged as either indirect or
direct OOBts,but may not be double
charged or InconslBtently charged as
both. H chosen, this methodology once
elected must be used consistently for
all Federal awards until such time as a
non-Federal entity chooses to nego-
tiate for a rate, which the non-Federa.l
entity may apply to do at any time.

(g) Any non-Federal enttty that has a
current federally negotiated indirect
cost rate may apply for a one-time ex-
tension of the rates in that agreement
for a period of up to four years. This
extension will be subject to the review
and approval of the cognizant agency
for indirect costs. H an extension is
granted the non-Federal entity may
not request a rate review until the ex-
tension period ends. At the end of the
4-year extension, the non-Federal ent1-
ty must re-apply to negotiate a rate.
Subsequent one-time extensions (up to
four years) are perm1tted if a renegoti-
ation is completed between each exten-
sion request.
[78 FR 78608,Dec. 26. 2013. as amended at 79
FR 76886,Dec. 19, 2014)

§200.416 Required certification ••
Required cert111cations inolude:
(a) To assure that expenditures are

proper and in accordance with the
terms and oonditions of the Federal
award and approved project budgets,
the annual and final fiscal reports or
vouchers requesting payment under the
a.greements must include a cert111-
cation, signed by an official who Is au-
thorized to legally bind the non-Fed-
eral entity, which rea.ds as follows: "By
signing this report, I certify to the best
or my knowledge and bellef that the re-
port ts 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 crtminal, civil or administrative
penalties for fraud, false statements,
false claims or otherwise. (U.S. Code

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

Title 18, Section lOOland Title 31. Sec-
tions 3729-3'730and 3801-3812)."
(b) Certification of cost allocation

plan or indireot (F&A) cost rate pro-
posaL Each cost allocation plan or in-
direct (F&A) cost rate proposal must
comply with the following:
(1)A proposal to establish a cost allo-

cation plan or an indireot (F&A) cost
rate, whether subm1tted 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 Cert111cateof
Cost Allocation Plan 01' Certificate of
Indirect Costs as set forth in Appen-
dioesm through vn, and Appendix rx.
The cert11lcate must be Signed on be-
half of the non-Federal entity by an in-
dividual at a level no lower than vice
president or chief financial officer of
the non-Federal entity that submits
the proposal.
(2) Unless the non-Federal entity has

elected the option under §:nJ.414Indi-
rect (F&A) costs, paragraph (f), the
Federal Government may either dis-
allow all indirect (F&A) costs or uni-
laterally establlsh such a plan or rate
when the non-Federal entity falls to
submit a certified proposal for estab-
lishing such a plan or rate in accord-
anoe with the requirements. Such a
plan or rate may be based upon audited
historical data or such other data that
have been furnished to the cognizant
agency for indirect oosts and for which
it can be demonstrated that all unal-
lowable costs have been excluded.
When a oost allocation plan or indirect
cost rate is unllaterally esta.bl1shedby
the 'Federal Government because the
non-Federal entity failed to submit a
certified proposal. the plan or rate es-
tablished wm be set to ensure that po-
tentially unallowable costs will not be
reimbursed.
(c) Certifications by non-profit orga-

nizations as appropriate that they did
not meet the definition 01 a major non-
profit organization as defined in
§200.414Indirect (F&A) costs, para-
graph (a).
(d) See also §200.450Lobbying for an-

other required certification.
['18 FR 78608.Dec. 26. 2013, as amended at 79
FR75886.Dec.19.2014]
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SPECIAL CONSIDERATIONS FOR STATES,
LocAL GOVERNMENTS AND INDIAN
TRIBES

§200.416 Coat allocation plaDJIand in·
direct co.t proposals.

(a) For states, local governments and
Indian tribes, certain services, such 8.B
motor pools, computer centers. pur-
cha.sing, a.ccounting, etc., a.re provided
to operating agencies on a centralized
basis. Since Federal awa.rds a.re per-
formed within the individual operating
agencies, there needs to be a process
whereby these central service costs can
be identified and 8.Bslgnedto benefitted
activities OD a reasonable and con-
sistent nasts. The central service cost
allocation plan provides that process.

(b) Individual operating agencies
(governmental department or agency),
normally oharge Federal awards for in-
direot 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 awarde. Indirect
costs include:

(1) The indirect costs originating in
each department or agency of the gov-
ernmental unit carrying out Federal
awards and

(2) The costs of central governmental
services distributed through the oen-
tral service cost allocation plan and
nob otherwise treated a.sdirect costs.

(c) The requirements for development
and submission of cost allocation plans
(for central service costs and public as-
sistance programs) and indirect cost
rate proposals are contained in appen-
dices IV, V and VI to this part.

t 200.417 Interagency aervice.
The cost of services provided by one

agency to another within the govern-
mental unit may inolude allowa.ble di-
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 servioe. These services do not in-
clude centralized services included in
central service cost allocation plans as
described in Appendix V to Part 200-

§2oo.419

State/Local Government and Indian
Tribe-Wide Central Service Cost Allo-
cation Plans.

SPECIAL CONSIDERATIONS FOR
INSTITUTIONS OF HIGHER EDUCATION

§200.418 eo.ts incurred by lltates and
local government..

Costs incurred or paid by a state or
local government on behalf of its IHEs
for fringe benefit programs, such a.s
pension coste and FICA and any other
costs specifically incurred on behalf of,
and in direct benefit to, the IHEa, are
allowable costs oi such !HEll whether
or not these costs are recorded in the
accounting records of the institutions.
subject to the following:

(a.) Tbe costs meet tbe requirements
of §§200.402 Composition of costs
through roD.411 Adjustment of pre-
viously negotiated indirect (F&A) oost
rates containing unallowable costs, of
this subpart;

(b) The costs are properly supported
by approved cost allocation plans in ac-
cordance with applicable Federal cost
accounting principles in this part; and

(c) The costs a.re not otherwise borne
directly or indirectly by the Federal
Government.

§200.419 Cost accounting standards
and di8cloeare statement.

(a) An !HE that receives aggregate
Federal awards totaling $50million or
more in Federal awards subject to this
part in its most recently completed f1s-
cal year must comply with the Cost
Acoounting Standards Board's cost ac-
counting standa.rds located at 48 CFR
9905.501.9905.502,9905.505,and 9905.506.
CAS-covered contracts awarded to the
IREs are subject to the CAS require-
ments at 48 CFR 9900through 9999and
49CFR part 30 (FAR Part SO).

(b) Disclosure statement. An IRE that
receives aggregate Federal awards to-
ta11ng $50 million or more subject to
this part during its most recently com-
pleted fiscal year must disclose their
cost accounting practices by filing a
Disclosure Statement (D8-2), which is
reproduced in Appendix III to Part
2DO-Indirect (F&A) Costa Identif1ca-
tion and Assignment, and Rate Deter-
mination for Institutions of H1gher
Education (IREs). With the approval of
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the cognizant agency for indirect costs,
an !HE may meet the D8-2 submiseion
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 submitted to

the cognizant agency for indirect costs
with a copy to the !HE's cognizant
agency for audit.
(2) An !HE is responsible for main-

taining an accurate D8-2 and com-
plying with disclosed cost accounting
practices. An !HE must flle amend-
ments to the OB-2 to the cogniZant
agenoy for indireotcosts six months in
advance of a disclosed 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 will be
needed for review or there are concerns
with the potential change within the
six months pertod. Amendments of a
08-2 may be submitted at any time.
Resubmlaafon of a complete, updated
D8-2 is discouraged except when there
are extensive changes to disclosed
practices.

(3) Cost and funding adjustments. Cost
adjustments must be made by the cog-
nizant ll€"encyfor indirect costs if an
IHE fails to comply with the cost poli-
cies in this part or fa1ls to consistently
Collowits established or disclosed cost
accounting practtcee when estimating,
accumulating or reporting the costs of
Federal a.wards, a.nd the aggregate cost
impact on Federal awards is material.
The cost adjustment must normally be
made on an aggregate basis for a.ll af-
fected Federal awards through an ad-
justment of the mE's future F&Acosts
rates or other means considered appro-
priate by the cognizant agency for indi-
rect costs. Under the terms of CAScov-
ered contracts, adjustments in the
amount of funding provided may also
be required when the estimated pro-
posal oosts were not determined in ac-
cordance with established cost ac-
counting practices.

(4) Overpayments. Excese amounts
paid in the aggregate by the Federal
Government under Federal awards due
to a noncompl1ant cost a.ccounting
practice used to estima.te, accumulate,

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

or report oosts must be credited or re-
funded, as deemed appropriate by the
cognizant agency for indirect costs. In-
terest appl1cable to the excess amounts
pa.id 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
cnanaes. Changes from one compliant
cost accounting practice to another
oompliant practice that are approved
by the cognizant agency for indirect
oosts may require cost adjustments if
the change has a material effect on
Federa.l a.wards and the ohanges are
deemed appropriate by the cognizant
agency for indirect costs.

(6) Responsibilities. The oognizant
agency for indirect cost must:
(i) Determine cost adjustments for

all Federal awards in the aggregate on
behalf of the Federal Government. Ac-
tions of the cognizant agency for indi-
rect cost in making cost a.djllstment
determinations must be coordinated
with all affected Federa.l 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 D8-2 adequately discloses
the IHE's cost accounting practices
and that the disclosed practices are
compliant with applicable CAS and the
requirements of this part.
(11i)Distribute to all affected Federal

awarding agencies any D8-2 determina-
tion of a.dequacy or noncompliance.
[78 FR 7ll6Oll.Dec. 26, 2013, 8.11 amended at 79
FR 76886,Dec. 19, 20t4J

GENERAL PRoV18IONS FOR SELECTED
ITEMS OF COST

§200.420 CondderatloDS for lielected
itellUl of c08t.

This section provides principles to be
applied in establishing the allowability
of certain items involved in deter-
mining cost, in addition to the require-
ments of Subtitle n. Basic Consider-
ations of this subpart. These principles
apply whether or not a.particular item
of cost is properly treated as direct
oost or indirect (F&A) cost. Failure to
mention a particular Item of cost is
not intended to imply that it is either
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allowable or unallowable; rather, deter-
mination as to allowability in each
case should be based on the treatment
provided for similar or related items of
cost, and based on the principles de-
scribed in §§200.402 Composition of
costs through 200.411 Adjustment of
previously negotiated indirect (F&A)
cost rates containing unallowa.ble
costs. In case of a disorepanoy between
the provisions of a specific Federal
award and the provisions below, the
Federal award governs. Criteria out-
lined in §200.40S Factors affecting al-
lowab1l1ty of COlts must be applied in
determining allowability. See 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 administrat1ve coste. Adver-
tls1ng media include magazines, news-
papers, radio and television, direct
mail, exhibits, electronic or computer
transmittals, and the l1ke.

(b) The only allowable advertISing
costs are those which are solely for:
(1) The recruitment of personnel re-

quired by the non-Federal entIty for
performanoe of a Federal award (See
also §200.463 Recruiting costs);

(2) The procurement of goods and
services for the performance of a Fed-
eral award;
(3) Tbe disposal of scrap or surplus

materials acquired In the performanoe
of a Federal award exoept when non-
Federal entities are reimbursed Cor dis-
posal costs at a predetermined amount:
or

(4) Program outreaoh and other spe-
cific purposes neoessary to meet the re-
quirements oC the Federal award.

(c) Tbe term "publ1o relations" in-
cludes community. relations and means
those activities dedicated to mamtam-
ing the image of the non-Federal entity
or maintaining or promoting under-
standing and favorable relations with
the community or public a.t; large or
any segment of the public.

(d) The only allowable publ1c rela-
tiona costs are:

(1) Costs specifically required by the
Federal award;

(2) Costs of communicating with the
public and press pertainIng to spec1fic

§200.42A

a.ctivities 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 lia.i-
son with news media and government
public relations officers, to the extent
that such actIvities are limited to com-
munication and l1aison necessary to
keep the public informed on matters of
pubUc concern, such as notices of fUnd-
ing opportunities, finanoia.l matters,
etc.
(e) Unallowa.ble advertising and pub-

lic relations costs include the fol-
lowing:

(1) All advertising and public rela.-
tions costs other than as speclfled In
para.grll.phs(b) and (d) of this section;

(2) Costs of meetings, conventdons,
convocations, or other events related
to other activities of the entity (see
also §200.432 Conferences), including:

(i) Costs of displays, demonstrations,
and exhibits;

(11) Costs of meeting rooms, hospi-
tality suttee, and other speoial Cacili-
ties used in conjunction with shows
and other special events; and

(ill) Salaries and wages oC employees
engaged in setting up and displaying
exhibits, making demonstrations, and
providing briefings;
(3) Costs of promotional items and

memorab1l1a, Including models, gifts,
and souvenirs;

(4) Costs of advertising and public re-
lations designed solely to promote the
non-Federal entity.

§200.422 Advisory councilB.
Costs Incurred by advisory councils

or committees are unallowable unless
authorized by statute, the Federal
awarding agency or as an indirect cost
where allocable to Federal awards. See
§200.444 General costs of government,
applicable to states, local governments
and Indian tribes.

§ 200.423 Alcoholic beverage •.
Costs of alcoholic beverages are unal-

lowable.

§200.424 Alumni/Be Bctivitie ••
Costs incurred by IHEs for, or in sup-

port of. alumni/ae activities are unal-
lowable.
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§200.425 Audit em-vices.
(a) A reasonably proportionate share

of the costs of audits requ1red by. and
performed in accordance with, the Sin-
gle Audit Act Amendments of 1996(31
U.S.C. 7501-7507), as implemented by re-
qutrements of this part. are allowable.
However. the following audit costs are
unallowable:
(l) Any costs when audits required by

the Single Audit Act and Subpart F-
Audit Requirements of this part have
not been conducted or have been con-
ducted but not in accordance there-
with; and
(2) Any costs of auditing a non-Fed-

eral entity that is exempted from hav-
ing an audit conducted under the Sin-
gle Audit Act and Subpart F-Audit
Requirements of this part because its
expenditures under Federal awards are
less than $750.000 during the non-Fed-
eral entity's flsoa.l year.
(b) The coste 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 COBtof agreed-
upon-procedures engagements to mon-
itor subreclpients (in a.ccordance with
Subpart D-Post Federa.l Award Re-
quirements of this part, "200.330 Sub-
recipient and contractor determina-
tions through 200.332 Fixed Amount
SubawardB) who are exempted from the
requirements of the Single Audit Act
and Subpart F-Audit Requirements of
this part. This cost is allowa.ble only if
the agreed-upon-procedures engage-
ments are:
(1) Conducted in a.ccordance with

GAGASattestation standards;
(2) Paid for and arranged by the pass-

through entity; and
(3) L1mited in I!COpeto one or more of

the fonowing types of compliance re-
quirements: activities allowed or
unallowed; a.llowa.ble costs/cost prin-
ciples; eligibility; and reporting.

§200.426 Bad debta.
Bad debts (debts which have been de-

termined to be uncollectable), Includ-
ing losses (whether actual or esti-
mated) arising from uncollectable ac-
counts and other claims, are unallow-

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

able. Rela.ted collection costs. and re-
lated legal costs, arising from such
debts after they have been determined
to be uncollectable are also unallow-
able. See also 5200.428Collections of
improper payments.

§200.427 Bondius coda.
(a) Bonding costs arise when the Fed-

eral awarding agency requires aesur-
ance against finanCial loss to itself or
others by reason of the act or default
of the non-Federal entity. They arise
also in instanoes where the non-Fed-
eral entity requires similar asaurance,
including: bonds as bid, performance,
pa.yment, advance payment, infringe-
ment, and fidelity bonds for employees
and omcials.
(b) Costs of bonding required pursu-

ant to the terms and conditions of the
Federal award are allowable.
(0) Coste of bending required by the

non-Federal entity in the general con-
duct of its operations are allowable as
an indirect cost to the extent that such
bonding is in accordanoe with eound
business practice and the rates and pre-
miums are rea.sonable under the cir-
cumstances.

§200.428 CollectioDll of improper pay-
ments.

The costs incurred by a non-Federal
entity to recover improper payments
are a.llowable as either direct or indi-
rect costs, as appropriate. Amounte
collected may be used by the non-Fed-
eral entity in accordance with cash
management standards set forth in
§200.305 Payment.

t 200.429 Commencement and convOCA'
tion colts.

For mEs, costs incurred for com-
mencements and convocations are un-
allowa.ble, except as provided for in Ap-
pendix m to Part 200-Ind1rect (F&A)
Costs Identification and Assignment,
a.nd Rate Determination for Institu-
tions of Higher Education (mEs), para-
graph (B)(9) Student Adm1nistration
and Services, as student activity costs.

I200.430 CompeDllation-pe1'll0Dal
Ilervicea.

(a) General. Compensation for per-
sonal services includes all remunera-
tion, paid currently or accrued, for
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services of employees rendered during
the period of performance under the
FederaJ award, including but not nec-
essarily limited to wages and saJaries.
Compensation for personal services
may also include fringe benefits which
are addreesed in §200.431Compensa-
tion-fringe benefits. Costs of com-
pensation are allowable to the extent
that they satisfy the spectnc require-
ments of this part, and that the total
compensation for individual employ-
ees:
(1) Is reasonable for the servioes ren-

dered and conforms to the establ1shed
written policy of the non-Federal enti-
ty consistently applied to both Federal
and non-FederaJ 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 8.8

provided in paragraph (i) of this sec-
tion, Standards for Documentation of
Personnel Expenses, when applicable.
(b) Recuonablenus. Compensation for

employees engaged in work on Federal
awards will be considered reasonable to
the extent that it is consistent with
that paid for similar 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, compensation w1l1be con-
sidered reasonable to the extent that it
is comparable to that paid for similar
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 entity. Unless an arrange-
ment is speCifically a.uthorized by a
Federal awarding agency, a non-Fed-
eral entity must follow its written non-
Federal entity-wide pol1cies and prac-
tices concerning the permissible extent
of professional services that can be pro-
vided outside the non-Federal entity
for non-organizational compensation.
Where such non-Federal entity-wide
written pol1cles do not exist or do not
adequately define the pennissible ex-
tent of consulting or other non-organi-
zational activities undertaken for
extra outside pay, the Federal Govern-
ment may require that the effort of

§200.A30

professional staff working on Federal
awards be allocated between:
(1) Non-Federal entity activities. and
(2) Non-orga.niza.tional professional

activities. If the Federal awarding
agency considers the extent of non-or-
ganizational professional effort exces-
sive or inconsistent with the oonfliots-
of-interest terms and conditions of the
Federal award, a.pproprlate arrange-
ments governing compensation will be
negotiated on a case-bp-case basis.
(d) Unallowable costs. (1) Costs which

are unallowable under other sections of
these principles must not be allowable
under this section solely on the basis
that they constitute personnel com-
pensation.
(2) The allowable compensation for

certain employees is subject to a. ceil-
ing in accordance with statute. For the
amount of the ce111ngfor cost-reim-
bursement oontracts, the covered com-
pensatton subject to the ceiling, the
covered employees, and other relevant
provisions, see 10 U.S.C. 2324(e)(1)(P).
and 41 U.S.C. 1127and 4304(a)(16).For
other types of Federal awards, other
statutory ce1ltngs may apply.
(e) Special considerations. Special con-

siderations in determining allowab1l1ty
of compeneatton will be given to any
change In a non-Federal entity's com-
pensa.tion policy resulting in a substan-
tial increase in its employees' level of
compensation (particularly when the
change was concurrent with an in-
crease in the ratio of Federal awards to
other act1vities) or any change In the
treatment of a.llowability of specifiC
types of compensation due to ohanges
in Federal pollcy.
(f) Incentive compensation. Incentive

compensation to employees based on
cost reduction, or efficient perform-
ance, suggestion awards, safety awards,
etc .• is aJlowable to the extent that the
overall compensation is determined to
be reasonable and such costs are paid
or accrued pursuant to an agreement
entered into in good faith between the
non-Federal entity and the employees
before the services were rendered, or
pursuant to an establ1shed 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 compensation is rear
sonable for the actual personal services
rendered rather than a distribution of
ea.rn1ngs in excess of costs. This may
include direotor's and exeoutive com-
mittee member's fees, incentive
awards, allowances for off-site pay, in-
centive pay, location allowances, hard-
sh1P pay, and cost-of-living differen-
tials.
(h) Institutions of higher education

(IHEs). (1) Certain conditions require
special consideration and possible limi-
tations in determining allowable per-
sonnel oompensation costs under Fed-
eral awards. Among such conditions
are the following:
(i) Allowable activities. Charges to

Federal awards may include reasonable
amounts for activ1ties contributing
and directly related to work under an
agreement, such as delivering special
lectures about specific aspects of the
ongoing activ1ty, writing reports and
articles, developing and maintaining
protocols (human, animals, eto.), man-
aging substanceBlchemlcals, managing
and seouring projeot-specific data, co-
ordinating research subjects, partici-
pating in appropriate seminars, con-
sulting with colleagues and graduate
students, and attending meetings and
conferenoes.
(11) Incidental activities. Incidental

activities for wh1ch supplemental oom-
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 dt-
reotly oharge payments of incidental
activities, such activities must either
be specifioally provided for in the Fed-
eral award budget or receive prior writ-
ten approval by the Fedew awa.rd1ng
agenoy.
(2)Salal1l basis. Charges for work per-

formed on Federal awards by fa.culty
members during the academic year are
allowable at the IBS rate. Except as
noted in para.gra.ph(h)(l)(I1) of this sec-
tion, in no event will charges to Fed-
eral awards, irrespective of the basis of
computation, exoeed the proportionate

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

share of the IES for that period. This
prinoiple applies to all members of fac-
ulty at an institution. IBS is denned as
the annual oompensation paid by an
IRE for an individual's appointment,
whether that individual's time Is spent
on research, instruction, administra-
tion, or other activities. ms excludes
any income that an individual earns
outside of duties performed for the
IRE. Unless there is prior approval by
the Federa.l awarding agency. charges
of a faculty member's salary. to a Fed-
eral award must not exceed the propor-
tionate share of the ms for the period
during which the faculty member
worked on the award.

(3) Intra-Institution of Higher Ec1.u-
cation (IHE) consulting. Intra-IHE con-
sulting by faculty Is assumed to be UD-

dertaken as an mE obligation requir-
ing no compensation in addition to
IBS. However. in unusual cases where
consultation is across departmental
lines or involves a separate or remote
operation, and the work performed by
the faculty member is in addition to
his or her regular responsibilities, any
charges for such work representing ad-
ditional compensation above IBS are
allowable provided that such con-
sulting arrangements are specifically
provided for in the Federal award or
approved in writing by the Federal
awarding agency.
(4) Extra Service Pay normally rep-

resents overload compensation, subject
to iiultitutional compensation policies
for services above and beyond ms.
Where extra service p&y is a. result of
Intra-IRE consulting, it is subject to
the same requirements of paragraph (b)
above. It is allowable if all of the fol-
lowing conditions are met:
(1) The non-Federal entity estab-

lishes ooIisistent written policies whioh
apply uniformly to all faculty mem-
bers, not just those working on Federal
a.wards.
(11) The non-Federal entity estab-

l1shes a consietent written definition of
work covered by ms which is specific
enough to determine conclusively when
work beyond that level has occurred.
This may be described in appointment
letters or other documentations.
(11i) The supplementation amount

paid is commensurate with the IBS
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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
pa.y ranges est&bliahed by and docu-
mented in writing or otherwise a.pplioa-
ble to the non-Federal entity.

(v) The tot&l sa.la.riescharged to Fed-
eral awa.rds including extra service pay
are subject to the Standards of Docu-
mentation as described in paragraph (i)
of this section.

(5) Periods outside the academic year.
(i) 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 awards
during periods not included in the base
salary period will be at a. rate not in
excess of the ms.

(ii) Charges for teaching activities
performed by faculty members on Fed-
eral awa.ros during periods not included
in ma period will be based on the nor-
mal written policy of the IRE gov-
erning compensation to faculty mem-
bers for teaching a.ssignmentB during
such periods.

(6) Part-time facultJI. Charges for work
performed on Federal awards by fac-
ulty members having only part-time
appointments w1ll be determined at a
rate not in excess of that regularly
paid for part-time assignments.

(7) Sallbatical leave costs. Rules for
sabbatical leave are as follow:

(1) Costs of leaves of absence by em-
ployees for performance of graduate
work or sa.bbatical study, travel, or re-
search are allowable provided the mE
has a uniform written policy on sab-
batical leave for persons engaged in in-
struotion and persons enga.ged in re-
search. Such costs will be allocated on
an equitable basis a.mong all related
activities of the !HE.

(ii) Where sabbatica.l leave is in-
cluded in fringe benefits for which a
cost is determined for assessment as a
direct cha.rge, the aggrega.te amount of
such aeseesmente applicable to all
work of the institution during the base
period must be reasonable in relation
to the IHE's actual experience under
Its sabbatical leave policy.

(8) Salary rates for non-faculty mem-
bers. Non-faculty full-time professional
personnel may also earn "extra service

§200.430

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 Per-
sonnel Expenses (1) Charges to Federal
awa.rds 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-
na.l control which provides reasonable
aesuranoe that the charges are accu-
rate, allowable, and properly allocated;

(li) Be incorporated into the official
reoords of the non-Federal entity;

(111)Reasonably reflect the total ac-
tlv1ty for which the employee Is com-
pensated by the non-Federal entity.
not exceeding 100% of compensa.ted ac-
tivities (for mE. this per the !HE's def-
inition of mS);

(iv) Encompass both federally as-
sisted and all other activities com-
pensated by the non-Feder&l 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 ponctes and practices of the
non-Federal entity (See paragraph
(h)(1)(11)above for treatment of inci-
dental work for mEs.); and

(vi) [Reserved]
(vU) Support the distribution of the

employee'S sa.lary or wages a.mong 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 a11o-
oated using different allocation bases;
or an unallowable activity and a dlreot
or indirect cost activity.

(vi11) Budget estimates (i.e., esti-
mates determined before the services
are performed) alone do not quallfy as
support for oharges to Federal awards.
but may be used for interim acoounting
purposes, provided that:

(A) The system for est&blishlng the
estimates produces reasonable approxi-
mations of the activity actually per-
formed; .

(B) Significant changes in the cor-
responding work activity (as defined by
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the non-Federal entity's written poli-
cies) are ident1fied and entered into the
records in a timely manner. Short term
(such as one or two months) Duotua-
tion between workload categories need
not be considered as long as the diB-
tribution of salaries and wages 1s rea-
sonable over the longer term; and
(C) The non-Federal entity's system

of internal controls includes processes
to review after-the-fa.ct 1Dterim
charges made- to a Federal awards
baeed on bude"et estimates. All nec-
essary adjustment must be made such
that the final amount charged to the
Feders.l award is accurate, allowable,
and properly allocated.
(ix) Because practices vary as to the

activity const1tut1Dg a full workload
(for IllEs, rnS), records may reDect
categories of activities expressed as a
percentage distrlbution of total activi-
ties.

(x) It Is recognized that tea.ching, re-
search, service, and adm1Distra.tion are
often 1Dextrlcably 1Dtermlngled in an
a.cadem1csetting. When recording sala-
ries and wages charged to Federal
awards for mEs, a precise aeaeesment
of factors that contribute to costs Is
therefore not always feasible, nor is it
expected.
(2) For records which meet the stand-

ards required in paragraph (i)(l) 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 (FLSA) (29
CFR part 516), charges for the salaries
and wages of nonexempt employees, in
addition to the supporting documenta-
tion described in this section, must
also be supported by records 1Ddicat1Dg
the total number of hours worked each
day.
(4) Salaries and wages of employees

used in meeting cost sharing or match-
ing requirements on Federal awards
must be supported 1Dthe same manner
lIBsalaries 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. II (1-1-15 EdiHon)

in place of or in addition to the records
described in paragraph (1) if approved
by the cognizant, agency for indirect
cost. Such systems may include, but
are not limited to, random moment
sampling, "rolling" time studies, case
counts, or other quantifiable measures
of work performed.
(i) Substitute systems which use

sampling methods (primarily for Tem-
porary Assistance for Needy Families
(TANF), the Supp1ementaJ Nutrition
A~sistance Program (SNAP), Medicaid,
and other public IIBsistance programs)
must meet acceptable statistical sam-
pling standards including:
(A) The sampling universe must in-

clude all of the employees whose sa.1a-
ries and wages are to be allocated
based on sample results except as pro-
vided in paragraph (i)(5)(111)of this sec-
tion;
(B) The entire time period involved

must be covered by the sample; and
(C) The results must be statistically

va.lid and applied to the period being
sampled.
(ii) Allocating charges for the sam-

pled employees' supervisors, olerical
and support staffs, based on the results
of the sampled employees, will be ac-
ceptable.
(111)Less than full compllance with

the statistioal sampling standards
noted 1D subsection (5)(i) may be ao-
oepted 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 that the system proposed by the
non-Federal entity will result in lower
costs to Federal awards than a system
'which complies with the standards.

(6) Cognizant agencies for indirect
costs are enoouraged to approve alter-
native proposals based on outcomes
and milestones for program perform-
ance where these are clearly docu-
mented. Where approved by the Federal
cOgn1mnt agency for indirect costs,
these plans are a.coeptable as an alter-
native to the requirements of para-
graph (i)(l} of this section.
(7)For Federal awards of similar pur-

pose activity or instances of approved
blended funding, a Don-Federal entity
may submit performance plans that in-
corporate funds from multiple Federal
awards and account for their combined
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use .based on performance-oriented
metrics, provided that such plans are
approved in advance by all involved
Federal awarding agenoies. In these in-
stances, the non-Federal entity must
submit a request for waiver of the re-
quirements based on documentation
that describes the method of charglng
coste, relates the charging of costs to
the specific activity that is applicable
to all fund sources, and is based on
quantifiable measures of the activity
in relation to time charged.

(8) For a non-Federal entity where
the records do not meet the standards
described in this section. the Federal
Government may require personnel ac-
tivity reports, including prescribed cer-
tifioations, or equivalent documenta-
tion that support the records as re-
quired in this sectIon.
[78 FR 78608.Dec. 26, 2013. &8 arnended at 79
FR 76886.Dec.19.2014]

1200.431 Compenllation......fringe bene-
fits.

(a) Fringe benefits are allowances
and services provided by employers to
their employees as compensatIon in ad-
dition to regular salaries and wages.
Fringe benefits include, but are not
limited to, the costs of leave (vacation,
family-related, sick or m1l1ta.ry), em-
ployee insurance, pensions, and unem-
ployment benefit plans. Except as pro-
vided elsewhere in these principles, the
costs of fringe benefits are a.llowable
provided that the benefits are reason-
able and are required by law, Don-Fed-
eral entity~mployee agreement, or an
establ1Bbed policy of the non-Federal
entity.
(b) Leave. The cost of fringe benefits

in the form of regular compensation
paid to employees during periods of au-
thorized absences from the job, such a.s
for annual leave, family-related leave,
sick leave, holidays, court leave. mili-
tary leave, administrative leave, and
other similar benefits, are allowable if
all of the following criteria are met:
(1) They are provided under estab-

liBbedwritten leave policies;
(2) The costs are equitably allocated

to all related activities. including Fed-
eral awards; and,
(3) The accounting basis (cash or ac-

crual) selected for costing each type of
leave is consistently followed by the

§2oo..431

non-Federal entity or specified group-
ing of employees.
(I) When a non-Federal entity uses

the cash basis of accounting, the cost
of leave is recognized in the period that
the leave is taken and paid for. Pay-
ments for unused leave when an em-
ployee retires or terminates employ-
ment are allowable in the year of pay-
ment.
(11) The accrual basis may be only

used for those types of leave for which
a l1ablllty a.s defined by GAAP exists
when the leave Is earned. Wben a non-
Federal entity uses the accrual basis of
accounting, allowable lea.ve costs are
the lesser of the amount accrued or
funded.
(c) The cost of fringe benefits in the

form of employer oontributions or ex-
penses for social security; employee
life, health. unemployment, and work-
er's compensation Insurance (except as
indicated in §200.447 Insurance and in-
demnification); pension plan costs (see
paragraph (i) of this section); and other
similar benefits are allowable, provided
such benefits are granted under estab-
lished written policies. Such benefits.
must be allocated to Federal awards
and all other activities in a manner
consistent with the pattern of benefits
attributable to the individuals or
group(s) or employees whose salaries
and wages are ohargeable to suoh Fed-
eral awards and other activities, and
charged as direct or indirect oosts in
accordance with the non-Federal enti-
ty's accounting practices.
(d) Fringe benefits may be assigned

to cost objectives by ident1fYing spe-
cific benefits to specifio individual em-
ployees or by allocating on the basis of
entity-wide salaries and wages of the
employees receiving the benefits. When
the allocation method is used, separate
allocations must be made to selective
groupings of employees, unless the
non-Federal entity demonstrates that
costs in relationship to salaries and
wa.ges do not differ significantly for
different groupe of employees.
(e) Insurance. See also 1200.447 Insur-

ance and indemnification, paragraphs
(d)(l) and (2).
(1) Provisions for a reserve under a

self-insurance program for unemploy-
ment oompensation or workers' com-
pensation are allowable to the extent
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tha.t the prov1s1ons 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 hs.d insurance been purchased to
cover the risks. However, provisions for
self-insured liabilities which do not be-
come payable for more than one year
after the provision is made must not
exceed the present value of the l1abll-
ity.
(2) Costs of insurance on the lives of

trustees, officers, or other employees
holding positiOns of similar responat-
bilityare allowable only to the extent
that the insurance represents addi-
tional compensation. The costs of such
insurance when the non-Federal entity
is named lUI beneficia.ry are unallow-
able.
(3) Actual clums pa.id to or on behalf

of employees or former employees for
workers' compensation, unemployment
compensation, severance pay, and simi-
lar employee benefits (e.g., post-retire-
ment health benefits), are allowable in
the year of payment provided that the
non-Federal entity follows a consistent
costing policy.

(f) Automobiles. Tha.t portion of auto-
mobile costs furnished by the entity
that relates to persona.l use by employ-
ees (including transportation to and
from work) is unallowable lUI fringe
benefit or indirect (F&A) costs regard-
leBSof 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 establ1shed pohctes of the
non-Federal entity are allowable, pro-
vided that:
(1) Suoh pohcies 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) Tbe costs assigned to a given fis-

cal year are funded for all plan partici-
pants within six months after the end
of that year. However, Increases 'to nor-
mal and pa.st service pension costs
caused by a delay in funding the actu-
arial lia.b1l1tybeyond 30 calendar days
after each quarter of the year to which

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

such costs are assignable are unallow-
able. Non-Federal entity may elect to
follow the "Cost Accounting Standard
for Composition and Measurement of
Pension Costs" (48 CFR 9904.412).
(5) Pension plan termination insur-

ance premiums paid pursuant to the
Employee Retirement Income Security
Aot (ERISA) of 1974 (29 U.S.C. 1301-1461)
are allowable. Late payment charges
on anch premiums are unallowable. Ex-
ctse taxes on accumulated funding defi-
ciencies and other penalties imposed
under ERISA are unallowable.
(6) Pension pIa!! costs 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-as-you-go method, allowable costs
will be limited to those representing
actual payments to retirees or their
beneficiaries.

(11) Pension costs calculated using an
actuarial cost-ba.sed method recognized
by GAAP are a.llowable for a.given fiB-.
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 adjust-
ment 18 made to compensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursement and the non-Federal enti-
ty'S contribution to the pension fund.
Adjustments may be made by 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 eXC688of the actuar1ally
determined amount for a fiscal year
may be used as the non-Federal enti-
ty's contribution in future periods.
(iv) When a non-Federal entIty con-

verts to an acceptable actuarial cost
method, as defined by GAAP, and funds
pension costs in accordance with this
method, the unfunded liability at the
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time of conversion is allowable if am-
ortized over a period of years in accord-
ance with GAAP.

(v) The Federal Government must re-
ceive an equitable share of any pre-
viously allowed pensIon costs (includ-
ing earnings thereon) which revert or
inure to the non-Federal entity in the
form of a refund, withdrawal. or other
credit.

(h) Post-Retirement Health. Post-re-
tirement health plans (PRHP) refers to
costs of health ineurance or health
services not included in a pension plan
covered by paragraph (g) of this seotion
for retirees and their spouses. depend-
ents. and survivors. PRHP costs may
be computed using a pay-as-you-go
method or an acceptable actuarial cost
method in accordance with established
written policies of the non-Federal en-
tity.

(1) For PRHP financed on a pay-as-
you-go method, allowable costs will be
limited to those representblg 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 per10d (or a later perIod
a.greed to by the cognizant agency) are
allowable in the year funded. The Fed-
eral cognizant agenoy for indirect costs
may a.gree to an extension of the six
month per10d if an appropriate adjust-
ment is made to compensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursements and the non-Federal enti-
ty's contributions to the PRHP fund.
AdNstments may be made by cash re-
fund. reduction in current year's PRHP
costs. or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in excess of contributions
to the PRHP fund.

(3) Amounts funded in excess of the
a.ctuarially determined amount for a
fiscal year may be used as the Federal
Government's contribution in a future
period.

(4) When a non-Federal entity con-
verts to an acceptable actuarial cost
method and funds PRHP costs in ac-
cordance with this method, the initial

§200.431

unfunded liability attributable to prior
years is allowable if amortized over a
period of years in acoordance with
GAAP, or. if no such GAAP period ex-
ists, over a period negotiated with the
cognizant agency for indirect. costs.

(5) To be allowa.ble in the current
year, the PRHP costs must be paid ei-
ther to:

(1) An insurer or other benefit pro-
vider as current year costs or pre-
miums, or

(11)An insurer or trustee to maintain
a trust fund or reserve for the Bolepur-
pose of providing post-retirement bene-
fits to retirees and other beneficiar1es.

(6) The Federal Government must re-
ceive an equitable share of any
a.mounts of previously allowed post-re-
tirement benefit costs (including earn-
ings thereon) which revert or inure to
the non-Federal entity in the form of a
refund, withdrawal, or other credit.
(j) Severance Pay. (1) Severance pay.

also commonly referred to as dismissal
wages, 1s a payment in addition to reg-
ular salaries and wages, by non-Federal
entities to workers whose employment
is being terminated. Costs of severance
pay are allowable only to the extent
that in each oase, it is required by (a)
law, (b) employer-employee agreement,
(c) established polley 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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of its fair share. in any specific pay-
ment. Prior approval by the Federal
awarding agency or cognizant agency
for indirect cost. as appropriate, is re-
quired.
(3) Costs incurred in certain sever-

ance pay packa.ges 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 prevailing practices for
the non-Federal entity in the United
States, are unallowable. unlesa they
are necessary for the performance of
Federal programs and approved by the
Federal awarding agenoy.
(5)Sever&,Jlcepayments to foreign na-

tionals employed by the non-Federal
entity outside the United States due to
the termination of tbe foreign national
as a result of the closing of, or curtail-
ment of activities by, the non-Federal
entity in that country, are unallow-
able, unless they are necessary for the
performance of Federal programs and
approved by the Federal awarding
agency.mel) For /HEt 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 acoordance with established
non-Federal entity policies, and are
distributed to all non-Federal entity
activities on an equitable basis. Tui-
tion benefits for famlly members other
than the employee are unallowable.
(2) Fringe bene!1ts in the form of tui-

tion or remission of tuition for indi-
vidual employees not employed by
IHEs are limited to the tax-free
amount allowed per section 127of tbe
Internal Revenue Code as amended.
(3) IREs may offer employees tuition

waivers or tuition reductions for un-
dergraduate education under IRC Sec-
tion 117(d)as amended, provided that
the benefit does not dfscrfminate in
favor of highly compensated employ-
ees. Federal relmbursement cf tuition

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

or remission of tuition is also limited
to the institution for which the em-
ployee works. See §200.466Scholarships
and student aid costs, for treatment of
tuition remission provided to students.
(k) For IHEs whose costs are paid by

state or local governments, fi'inge ben-
ent programs (such as pension costs
and FICA) and any other benefits costs
specifically incurred on behalf of, and
in d1rect benefit to, the non-Federal
entity, are allowable costs of such non-
Federal entities wbether or not these
costs are recorded in the ' accounting
records of the non-Federal entities,
subject to the following:
(1) The costs meet the requirements

of Basio oonsrderauons in §§200.402
Composition of costs through 200.411
AdjuBtment of previously negotiated
indirect (F&A) cost rates oontaining
unallowable costs of this subpart;
(2) The costs are properly supported

by approved cost allocation plans in ac-
cordance with appl1cable Federal cost
accounting principles; and
(3) The costs are not otherwise borne

directly or indirectly by the Federal
Government.
(78 Fa 78608.Dec. 26, ~13. 8.1! amended a.t 79
FR 76886, Dec. 19, 2014]

§ JOO.4S2 Conferencell.
A conferenoe iBdefined as a meeting.

retreat, seminar, Bymposium. work-
shop or event whose primary purpose is
the dissemination of technical infor-
mation beyond the non-Federal entity
and is necessary and reaecnable for
aucceesful performance under the Fed-
eral award. Allowable oonference costa
pa1d by the non-Federal entity as a
sponsor or host of the conference may
include rental of fa.cilities, speakers'
fees. costs of meals and refreshments,
local transportation, and other items
incidental to such conferences unless
further restricted by the terms and
oonditions of the Federal award. AI;
needed, the costs of identifying, but
not providing. locally available depend-
ent-ca.re resources are allowable. Con-
ference bosts/sponsors must exercise
discretion and judgment in ensuring
that conference costs are appropriate.
necessary and managed in a manner
that minimizes costs to the Federal
awa.rd. Tbe Federal awarding agency
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may authortze exceptions where appro-
priate for programs including Indian
tribes, children, and the elderly. See
also §§200.4S8 Entertainment costs,
200.466 Pa.rtic1pant support costs,
200.474Tra.vel costs, and 200.475Trust-
ees.

§200.433 Contingency proviaioDB.
(a) Contingency is that part of a

budget estimate or future costs (typi-
cally of large oonstruotion projeots, IT
systems, or other items as approved by
the Federal awarding agency) which is
associated with possible eventB or con-
ditions arising from causes the precise
outcome of whioh ill 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 cha.p.ges, unfore-
seen risks, or extraordinary events
may not be inoluded.
(b) It is permissible for contingency

amounts other than those excluded in
pa.ragraph (a) of this section to be ex-
pllci tly included in budget estimates.
to the extent they are necessary to im-
prove the precision of those estimates.
Amounts must be estimated using
broadly-accepted cost estimating
methodologies. speci!led In the budget
documentatton of the Federal award.
and accepted by the Federal awarding
agency. AB such. oontingency amounts
are to be included in the Federal
award. In order for actual oosts in-
curred to be allowable, they must com-
ply with the cost princ1ples and other
requirements in this part (see also
§§200.300Statutory and national policy
requirements through 200.809Period of
performance of Subpart D of this part
and 200.403 Factors affecting allow-
ability of costs); be necessary and rea-
sonable for proper and efficient accom-
plishment of project or program objec-
tives. and be verifiable from the non-
Federal entity's records.
(c) Payments made by the Federal

awarding agenoy 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, except as
noted in §§200.431 Compensation-

§200.434

fringe benefits regarding self-insur-
ance. pensions, severance and post-re-
tirement health costs and 200.447Insur-
anoe and indemnification.
['18FR 78608. Dec. 26. 2018. as amended at 79
FR 75886.Dec. 19. 2014]

§200.484 Contributions and donations.
(a) Costs of contributions and dona-

tions, including cash. property, and
services, from the non-Federal entity
to other entities, are unallowable.
(b) The value of services and property

donated to the non-Federal entity may
not be charged to the Federal award ei-
ther as a direct or indirect (F&A)cost.
The value of donated servioes and prop-
erty may be used to meet cost sharing
or matching requirements (S88 §200.300
Cost sharing or matching). Deprecia-
tion on donated a.ssetBIs permitted in
accordance with §200.436Depreciation,
as long as the donated property is not
counted towards cost sharing or
matching requirements.
(c) Services donated or volunteered

to the non-Federal entity may be fur-
nished to a non-Federal entity by pro-
fessional and technical personnel, con-
sultants, and other sk1lled and un-
skilled labor. The value of theseserv-
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 §200.806
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 allocab1Uty of regular
personnel services.
(e) The following provisions apply to

nonprofit organizations. The value of
services donated to the nonprofit org&-
niza.tion utilized in the performance of
a direct cost actlv1ty must be consid-
ered in the determination of the non-
Federal entity's indirect cost rate(s)
and. accordingly, must be allocated a
proportionate share of applicable indi-
rect costs when the following ctr-
cumstances exist:
(1) The aggregate value of the serv-

ices Is material;
(2) The services are supported by a

significant amount of the indireot
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costs incurred by the non-Federal enti-
ty;
(I) 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 a.wa.rd,the indirect coste allocated
to the services will be considered as a
part of the total coste oC the project.
Such indirect costs may be reimbursed
under the Federal a.ward or used to
meet cost sharing or ma.tching require-
ments.

(f) Fair market value of donated
services must be computed as described
in §200.306Cost sharing or matching.
(g) Personal Property and Use of

Space.
(1) Donated personal property and

use of space may be fW'Dishedto a non-
Federal entity. The value or the per-
sonal property and space may not be
charged to the Federal award either as
a direct or indirect cost.
(2) The value of the donations may be

used to meet cost sharing or matching
share requirements under the condi-
tions described in §1200.300Statutory
and national polioy requirements
through 200.309Period 01 performance
of subpart D 01 this part. The value of
the donations must be determined in
accordance with §§200.300Statutory
and national polioy requirements
through 200.309Period of performance.
Where donations are treated as indirect
costs, indirect cost rates will eepara.te
the value 01 the donations so that re-
imbursement will not be made,
['78FR 78608, Dec. 26, 2013, &8 amended at 79
FR 75886, Dec. 19, 2014]

1200.485 DefeD118aDd j)l'08eCution of
criminal aDd civil proceedings,
claims, appeal8 aDd pateut infrinp'
meDta.

(a) Definitions for the purposes of
this seotion.

(1) Conviction means a judgment or
conviction of a criminal offense by any
court of competent juriBdiction, wheth-
er entered upon verdict or a. plea, in-
cluding a conviction due to a plea of
nolo contendere.

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

(2) Costs inolude the services of in-
house or private COUDsel,accountante,
consultants, or others engaged to as-
sist the non-Federal entity before, dur-
ing, and after commencement oCa judi-
cial or administrative proceeding, that
bear a direct relationship to the pro-
ceeding.

(3) Fraud means:
(1) Aots of fraud or corruption or at-

tempta to defraud the Federal Govern-
ment or to corrupt its agente,

(11) Acts that constdtute a cause Cor
debarment or suspension (as specified
in agency re~latjons), and
(iii) Acta which violate the False

Claims Act (31U.S.C. 3729-3732)or the
Anti-kickback Act (41 U.S.C. 1S20a.-
7b(b».

(4) Penalty does not include restitu-
tion, reimbursement, or compensatory
damages.

(5) Proceeding includes an investiga-
tion.
(b) Costs. (1) Except as otherwise de-

scribed herein, coste inourred in con-
nection with any criminal, civil or ad-
ministrative prooeeding (including fil-
ing of a false certification) commenced
by the Federal Government, a. state,
local government. or foreign govern-
ment, or joined by the Federal Govern-
ment (including a proceeding under the
False Claims Act), against the non-
Federal entity, (or commenced by third
parties or a current or former em-
ployee of the non-Federal entity who
submits a whistleblower complaint of
reprisal in accordance with 10 U.S.C.
2409or 41U.S.C. 4712),are not allowable
if the proceeding:

(1) Relates to a violation of, or failure
to comply with, a Federal, state, local
or foreign statute. regulation or the
terms and oonditions of the Federal
award. by the non-Federal entity (in-
cluding its agents and employees); and

(U) Results in any of the following
diepo8itions:
(A) In a criminal proceeding, a con-

viction.
(B) In a civil or administrative pro-

ceeding involving an allegation of
fraud or similar misconduct, a deter-
mination of non-Federal entity liabil-
ity.
(C) In the case of any civil or admin-

istrative proceeding, the disallowance
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of costs or the imposition of a mone-
tary penalty, or an order issued by the
Federal awarding agency head or dele-
gate to the non-Federal entity to take
corrective action under 10 U.S.C. 2409
or 41 U.S.C. 4712.
(D) A final decision by a.n a.ppropriate

Federal official to debar or suspend the
non-Federal entity, to rescind or void a
Federal award, or to terminate a Fed-
eral award by reason of a violation or
failure to comply with a statute, regu-
lation, or the terms and conditions of
the Federal award.
(E) A disposition by oonsent or com-

promise, if the action could have re-
sulted in any of the dispositions de-
scribed in para.graphs (b)(l)(Il)(A)
through (D) of this sectlon.
(2) If more than one proceeding in-

volves the same alleged misconduct,
the costs of all such proceedings are
unallowable if any results in one of the
dispositions shown in paragraph (b) of
this section.
(c) If a proceeding referred to in para-

graph (b) of this section is commenced
by the Federal Government and is re-
solved by consent or compromise pur-
suant; to an agreement by the non-Fed-
eral entity and the Federal Govern-
ment, then the oosts incarred may be
allowed to the extent specifically pro-
vided in such agreement.
(d) If a proceeding referred to in para-

graph (b) of this section is commenced
by a state, local or foreign government,
the authorized Federal omcial may
allow the coste incurred if such author-
ized official determines that the coste
were incurred as a result of:
(1) A specific term or oondition of the

Federal award, or .
(2) Specific written direction of an

authorized official of the Federal
awarding agency.
(e) Coste inourred in connection with

proceedings described in paragraph (b)
of this section, which are not made un-
allowable by that subsection, may be
allowed but only to the extent that:
(1) The coste are reasonable and nec-

essary In relation to the administra-
tion of the Federal award and activt-
tietl required to deal with the pro-
oeeding and the underlying cause of ac-
tion;
(2) Payment of the reasonable, nec-

essary, allocable and otherwise allow-

§200A35

able costs incurred is not prohibited by
any other provision(s) of the Federal
award;
(3) The coste are not recovered from

the Federal Government or a. third
party, either directly as a result of the
proceeding or otherwise; and,
(4) An authorized Federal official

must determine the percentage of coste
allowed considering the complexity of
litigation, generally accepted prin-
ciples governing the a.ward 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 pa.ragraph (c)
of this section has explicitly consid-
ered this 80 percent limitatiOn and per-
mitted a higher percentage, then the
full amount of costs resulting from
that agreement are allowable.
(f) Costs incurred by the non-Federal

entity in connection with the defense
of suits brought by ite 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 relier necessary
to make such employee whole, where
the non-Federal entity was found liable
or settled, are unallowable.
(g) Costs or prosecution or claims

against the Federal Government. in-
cluding appeals or final Federal agency
decisions, are unallowable.
(h) Costs of legal. accounting, and

consultant services. and related coste,
incurred In connection with patent in-
fringement litigation, are unallowable
unless otherwise provided for in the
Federal award.

(1) Costs which may be unallowable
under this section, including directly
associated costs, must be segregated
and accounted ror separately. During
the pendency of any proceeding covered
by paragraphs (b) and (f) of this sec-
tion, the Federal Government must
generally withhold payment of sucb
coste, However, if in its best interests,
the Federal Government may provide
for conditional payment upon provtston
of adequate security, or other adequate
assurance, and a.p-eement to repay all
unallowable costs, plus interest, if the
costs are subsequently determined to
be unallowable.
['78 FR 78608, Dec. 26, 2013. Il.l! amended a.t 79
FR 75886, Dec. 19, 2(14)

155

ATTACHMENT ..•J2.. _
PAGE ._-'1~t__. OF _J1~L.PAGES



§200.436

§200.436 Depreciation.
(a) Depreciation is the method for al-

locating the cost of fixed assets to peri-
ods benefitting from asset use. The
non-Federal entity may be com-
pensated for the use of its buildings,
capttal improvements, equipment, and
software proiecte ca.pital1zedin accord-
ance with GAAP, provided that they
are used, needed in the non-Federal en-
tity's activities, and properly a.lloca.ted
to Federal awards. Such compensation
must be made by computing deprecfa-
tion.
(b) Ths allocation for depreciation

must be made in accordance with AIr
pendices ill through IX.
(c) Depreciation is computed apply-

ing the following rules. The computa-
tion of depreciation must be baaed on
the acquiertton cost of the a.esets in-
volved. For an asset donated to the
non-Federa.l entity by a third party, its
f&1rmarket value at the time of the do-
nation must be considered as the acqui-
sition cost. Such &88etsmay be depre-
c1&tedor claimed as matching but not
both. For the purpose of computing de-
preciation, the acquisition cost will ex-
clude:
(1)The cost of land;
(2) Any portion of the cost or build-

ings and equipment borne by or do-
nated by the Federal GQvernment. irre-
spectfve of where title was originally
vested or where It is presently located;
(3) Any port10n 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:
(1) The period of useful service or

useful life established in each case for
usable capital assets must take into
consideration such factors &5 type of
construction, nature of the equipment,
technologica.l developments in the par-
ticular area, bistorica.l data, and the
renewal and replacement policies fol-
lowed for the individual Items or class-
es of assets involved.
(2) The depreciation method used to

charge the cost of an asset (or group of
assets) to accounting periods must re-
flect the pa.ttern of consumption of the

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

asset durin, its useful life. In the ab-
senoe of clear evidence indicating that
the expected consumption of the asset
will be significantly greater in the
early portions tha.n in the la.ter por-
tions of its useful life, the stra.1ght-Ilne
method must be presumed to be the &Ir
propriate method. Depreciation meth-
ods once used may not be cha.nged un-
less approved in advance by the cog-
nizant agenoy. The depreciation meth-
ods used to oa.lculate the depreoiation
amounts for indirect (F&A) rate pur-
poses must be the same methods used
by the non-Federal entity for its fina.n-
cial statements.
(3) The entire building, including the

shell and all components, may be treat-
ed as a single asset and deprec1ated
over a single useful life. A building
may also be divided into multiple com-
ponents. Each component item may
then be depreciated over its estimated
useful life. The building components
must be grouped into three general
components of a building: building
shell (including construotion 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 gl&88warelwashers). In ex-
ceptional oases, 8. oognizant agency
may authorize a non-Federal entity to
use more than these three groupings.
When a non-Federal ent1ty elects to de-
preciate its buildinrs by its compo-
nents. the same depreotatdon methods
must be used for ind1rect (F&A) pur-
poses and financial statements pur-
poses, as described in paragraphs (d)(1)
a.nd(2) of this section.
(4) No deprecIatIon ma.y be allowed

on any assets that ha.ve outlived the1r
depreciable 11ves.
(5) Where the depreciation method 1s

introduced to replace the use a.llow-
ance method, deprectatdon must be
computed a.s if the asset ha.d been de-
preciated over its entire 11fe(i.e., from
the date the asset was acquired and
ready for use to the date of disposal or
wlthdra.wal from service). The total
amount of use allowance and deprecia-
tion for an asset (inoluding imputed de-
preciatton app11ca.bleto periods prior
to the conversion from the use allow-
ance method as well as depreciation
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a.fter the conversion) may not exceed
the total acquisition cost of the asset.
(e) Charges lor depreciation must be

supported by adequate property
records, and physical inventories must
be taken at least once every two years
to ensure that the assets exist and are
usable, used, and needed. Statistical
sampling techniques may be used in
taldng these inventories. In addition,
adequate depreciation records showing
the amount or deprectatton taken each
period must also be maintained.
[78 FR 7Ba. Dec. 28, 2013. &S amended at 79
FR 75886.Dec. 19. 2014]

§200.437 Employee health and welfare
costs.

(a) Costs incurred in accordance with
the non-Federal entity's documented
pol1cies for the improvement of work-
ing conditions, employer-employee re-
lations, employee health. and employee
performance are allowable.
(b) Such costs will be equitably ap-

portioned to all activities of the non-
Federal entity. Income generated from
any or these activities w1ll be credited
to the cost thereof unless such income
has been irrevocably sent to employee
welfare organizations.
(c) Losses resulting from operating

food servtoes are allowable only if the
non-Federal entity's objective is to op-
erate such services on a break-even
basis. Losses sustained because of oper-
ating objectives other than the above
are allowable only:
(1)Where the non-Federal entity can

demonstrate unusual circumstances;
and
(2) With the approval of the cog-

nizant agency lor indirect costs.

§200.438 Entertainment COIIh.

Costs of entertainment. including
amusement, diversion, and social ac-
tivities and any ssaoctated costs are
una.llowable. except where specific
costs that might otherwise be consid-
ered entertainment have a pro-
grammatic purpose and are author12ed
either in the approved budget for the
Federal award or with prior written ap-
proval of the Federal awarding agency.

1200.439

§200.439 Equipment and other capital
expenditures.

(a) See §§200.13 Capital expenditures,
200.33 Equipment, 200.89 Special pur-
pose equipment, 200.48 General purpose
equipment. 200.2 Acquisition cost, and
200.12 Capital assets.
(b) The lollowing rules of allow-

ab1l1ty 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 s.warding agency or pass-
through entity.

Col) Capital expenditures for special
purpose equipment are allowa.ble as di-
rect costs, provided that items with a
unit cost of $6,(1()() or more have the
prior written approval or the Federal
awarding agency or pass-through enti-
ty.
(3) Capital expenditures for improve-

ments to land. buildings, or equipment
which materially increase their value
or useful life are unallowable as a di-
rect cost except with the prior written
approval of the Federal awarding agen-
cy. or pass-through'entity. See §200.436
Depreciation, for rules on the allow-
ability of depreciation on buildings,
capital improvements, and equipment.
See also §200.465 Rental costs of real
property and equipment.
(4)When approved as a direct charge

pursuant to paragraphs (b)(l) through
(3) of this section, capital expenditures
w1ll be charged in the period in which
the expenditure is incurred, or as oth-
erwise determined appropriate and ne-
gotiated with the Federal award1Dg
agenoy.
(5) The unamortized portion of any

equipment written off as a result or a
change in capitalization levels may be
recovered by continuing to claim the
otherwise allowable depreoia.tion on
the equipment, or by amortizing the
amount to be wri tten off over a period
of years negotiated with the Federal
cognizant agency for indirect cost.
(6) Cost of equipment dteposa). If the

non-Federal entity is instructed by the
Federal awarding agency to otherwise
dispose of or transfer the equipment
the costs of such disposal or transfer
are allowable.
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(7) Equipment and other capital ex-
penditures are unallowable II.B indirect
costs. See 1200.436 Depreciation.
['18 FR 78608, Dec. 36, 2013, as amended at 79
FR 75886,Dec. Ill, 2014]

§200.440 ExcbBD,e rates.
(a) Cost. increases tor fluctuations in

exchange rates are allowable coste sub-
ject to the availability of funding.
Prior approval of exchange rate fluc-
tuations is required only when the
ch~e results in the need for addi-
tional Federal funding. or the in-
creased coste reBUlt in the need to 61g-
nif1cantly reduce the scope of the
project. The Federal awarding agency
must however ensure that adequate
funds are available to cover currency
fluctuations in order to avoid a viola-
tion of the Anti-Deficiency Act.
(b) The non-Federal entity Is re-

quired to make reviews of local cur-
rency gains to determine the need for
additional federal funding before the
expiration date of the Federal award.
Bubsequent a.djuetmenta for currency
inoreases may be allowable only when
the non-Federal entity provides the
Federa.l awarding agency with ade-
quste 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.
['18 FR 78608, Dec.26.2013,as amended at 79
FR 76886,Dec. 19, 2GB]

§2OOM1 Fines, penalties, dam..aees
and other settlements.

COllteresulting from non-Federal en-
tity violations of, alleged violations at,
or failure to comply with, Federal,
state. tribal. local or foreign laws and
regulations are unallowable, except
when incurred as a result of compli-
ance with specific provisions of the
Federal award, or with prior written
approval of the Federal awarding &.gen-
cy. See also 1200.435 Defense and pros-
ecution of criminal and civil pro-
ceedings. claims, appeals and patent
infringements.

§200.442 Fund raiaiDtr and investment
mauagement cons.

(a) Costs of organized fund raising,
including financial campaigns. endow-

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

ment drives. solicitation of gifts and
bequests. and similar expenses incurred
to raise capital or obtain contributions
are unallowable. Fund raising costs for
the purposes of meeting the Federal
program objectives are allowable with
prior written approval from the Fed-
eral awarding agency. Proposal costs
are covered in 1200.460 Proposal costs.
(b) Coste of investment counsel and

staff and similar expenses incurred to
enhance income from investments are
unallowable except when associated
with investments covering pension,
self-insurance, or other funds which in-
clude Federal participation allowed by
this part.
(c) Costs related to the physical cue-

tody and control of monies and securi-
ties are allowable.
(d) Both allowa.ble and una.1lowa.ble

fund ra.1sing and investment activities
must be allocated. as an appropriate
share of indirect costs under the condi-
tions described in 1200.413 Direct costs.

12OOM3 Gains and 10_ on disposi.
tiODof depreciable assets.

(a) Gains and Iossee 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 grouplng(s) in
which the property was included. The
amount of the gain or lOS8to be in-
cluded as a credit or charge to the ap-
propriate &Bsetcost grouping(s) Is the
difference between the amount realized
on the property and the undepreciated
basis of the property.
(b) Gains and 10s86sfrom the disposi-

tion of depreciable property must not
be recognized as a separate credit or
charge under the following conditions:
(1) The gain or lollS Is processed

through a depreCiation account a.nd 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

as part of the purchase price of a simi-
lar item and the gain or loss is 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 1200.447 Insur-
ance and indemnification.
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(4) Compensation for the use of the
property was provided through use al-
lowances in lieu of depreciation.
(5) Gains and losses arising !rom

mass or extraordinary sales, retire-
ments, or other disposit.ions must be
considered on a case-by-case basis.
(c) Gains or Iosses of any nature aris~

ing from the sale or exchange of prop-
erty other than the property covered in
paragraph (a) of this section, e.g., land,
must be excluded in computing Federal
award coete,
(d) When assets a.oqu1red with Fed-

eral funds, in part or wholly, are dis-
posed of, the distribution of the pro-
ceeds must be made in accordance with
"200.310 InBura.noo Coverage through
200.316Property trust rela.tlonsh1p.
['78 FR 78608, Dec. 26, 2013. as amended at 79
FR 75886. Dec. 19. 2ll14J

* 200.4« General costs of government.
(a) For states, loca.l governments,

a.nd Indian TI1bee, the general costs of
government are unallowable (except as
provided in §2OO.474 Travel costs). Unal-
lowable coste inolude:
(1) Salaries and expenses of the Office

of the Governor of a state or the chief
executive of a local government or the
chief executive of an Indian tribe;
(2) Salaries and other expenses of a

state legislature, triba.l council, or
similar local governmental body, such
as a connty supervisor, city council,
school board, etc., whether incurred for
purposes of legislation or executive di·
rection;
(3) Coste of the jndicial 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 crimina.l and civil pro-
ceedings, claims, appeals and patent
infi1ngements); and
(5) Coate 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.
['78 FR 78608. Dec. 26. lIlI13. lUI amended a.t 79
FR 75886. Dec. 19. 2014J

§JOO.446Goods or eerviees for per-
sonal use,

(a) Costs of goods or services for per-
sona.l use or the non-Federal entity's
employees are unallowable regardless
of whether the cost is reported as tax-
able income to the employees.
(b) Costs of housing (e.g., deprecia-

tion, maintenanoe, ut1l1ties, fur-
nishings, rent), housing allowances and
personal living expenses are only al-
lowable as direct costs regardless of
whether reported as taxable income to
the employees. In addition, to be a.llow-
able direct costs must be approved in
advance by a Federal awarding agency.

§200.446 Idle 'acilities and idle capac·
ity.

(a) As used in this section the fol-
lowing terms have the meanings set
forth in this section:
(1) Fac111ties means land and build-

ings or any portion thereof. equipment
individually or oollectively, or any
other tangible capital asset. wherever
located, and whether owned or lea.sed
by the non-Federal entity.
(2) Idle faoilities means completely

unused facilities that are excess to the
non-Federal entity's current needs.
(3) Idle ca.paclty means the unused

capacity of partially used facilities. It
is the difference between:
(i) That which a. fa.c1l1ty could

achieve under 100 percent operating
time on a.one-shift basis less operating
interruptions resulting from time lost
for repairs, setups, unsatisfactory ma-
terials, and other normal delays and;
(11)The extent to which the fac111ty

was actually used to meet demands
during the accounting period. A multi-
shift basis should be used if it can be
shown that this amount of usage would
normally be expected for the type of fa-
cility involved.
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(4) Cost of Idle 1acllities or idle ca-
paolty means costs such as mainte-
nance, repa1r, housing, rent, ll.ndother
related costs, e.g., Insurance, interest.
and depreciation. These costs could in-
clude the costs of idle public safety
emergenoy facilities, telecommunI-
cations. or :Information technology sys-
tem capacity that is built to withstand
major fluctuations in load, e.g., con-
soUdated data. centers.
(b) The costs of idle facilities are un-

allowable except to the extent that:
(I) They are necessary to meet work-

load requtrementa which may fluctuate
and are allocated appropriately to all
benefiting programs; or
(2) Although not necessary to meet

fluctuations :In workload. they were
necessary when acquired and are now
idle because of changes in program re-
quirements, efforts to achieve more ec-
onomical operations, reorganization,
termination. or other causes which
oould not have been reasonably fore-
seen. Under the exception stated in
this subsection, costs of idle fac1l1t1es
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 fac111-
ties.
(c) The costs of Idle capacity are nor-

mal costs of doing business and are a
factor in the normal fluctuations of
usaae or ind1rect cost rates from period
to period. Buch costs are allowable,
provided that the capaoity is reason-
ably anticipated to be neceesary to
carry out the purpose of the Federal
award or was originally reasonable and
is not subject to reduction or elimi-
nation by use on other Federal awards.
subletting, renting, or sale, in accord-
ance with sound business, economic, or
security practices. Widespread idle ca-
pacity throughout an entire fao1l1ty or
among a group of assetshav:lng sub-
stantially the aa.me function may be
considered Idle facilities.

§ 200.447 lDeurance 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-

nectton with the general conduct of ac-

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

tlvities are allowable subject to the
following limitations:
(1) Types and extent and cost of cov-

erage are in accordance with the non-
Federal entity's poUoy and sound busi-
ness practice.
(2) Costs of insurance or of contribu-

tions to any reserve covering the risk
of lOBSof. or damage to, Federal Gov-
eniment property are unallowable ex-
cept to the extent that the Federal
award1ng agency has specifically 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 positaons of similar respon-
sibilities are allowa.ble only to the ex-
tent tha.t the insurance represents ad-
ditional compenaatton (see 1200.431
Compensation-fringe benefits). The
cost of such insurance when the non-
Federal entity is Identified as the bene-
ficiary is unallowable.
(5) Insurance a.gainst defects. Costs of

insurance with respect to any costs in-
curred to correct defects in the non-
Federal entity's ma.terials or work-
manship are unallowable.
(6) Medical l1ab1l1ty(malpractice) in-

suranoe. Medical liability insurance is
an allowable cost of Federal research
programs only to the extent that the
Federal research programs :Involve
human subjecte or tra1n1ng of partici-
pants in research techniques. Medical
lia.bllity insurance costs must be treat-
ed as a direot cost and must be as-
signed to individual projeots based on
the manner in which the insurer allo-
cates the risk to the population cov-
ered by the insurance.
(c) Actua.l losses which could have

been oovered by permissible insurance
(through a self-insurance program or
otherwise) a.re unallowable. unless ex-
pressly provided for in the Federal
award. However. coats incurred because
of losses not covered under nominal de-
ductible insurance coverage provided
in keeping with Bound management
prs.ctice, and minor losses not covered
by insurance, such as spoilage. break-
age, and disappearance of small hand
tools, which occur in the ordina.ry
course of operations. are a.llowable.
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(d) Contributions to a reserve for cer-
tain self-insurance programs inoluding
workers' compensation, unemployment
compensation, and severanoe pay are
allowable snbfect to the following pro-
visions:
(1) The type of coverage and the ex-

tent of coverage and the rates and pre-
miums would have been allowed had in-
surance (including reinsurance) been
purchased to cover the risks. However,
provision for known or reaeonably estd-
mated self·insured liabilities, which do
not become payable for more than one
year after the provtsion is made, must
not exceed the discounted present
value of the l1ab1l1ty.The rate used for
disoounting the liabil1ty must be deter-
mined by giving consideration to such
factors as the non-Federal entity's set-
tlement rate for those liab1l1ties and
Its investment rate of return.
(2)Earnings or investment income on

reserves must be credited to those re-
serves.
(3)(1)Contributions to reserves must

be based on sound actuarial principles
using historical experience and reason-
a.ble assumptions. Reserve levels must
be analyzed and updated at least bien-
nially for each major risk being in-
sured and take into account any rein-
surance, coinsurance, etc. Reserve lev-
els related to employee-related cov-
erages will normally be limited to the
value of claims:
(A) Submitted and adjudicated but

not paid;
(B) Submitted but not adjudioated;

and
(C) Inourred but not submitted.
(m Reserve levels in excess of the

amounts based on the above must be
Identified and justified in the cost allo-
cation plan or indirect cost rate pro-
posal.
(4) Accounting records, actuaria.l

studies, and cost allocations (or bil-
lings) must recognize any significant
differences due to types of insured risk
and 10sSBBgenerated by the various in-
sured a.ct1vities or agencies of the non-
Federal entity. If individua.l depart-
ments or agencies of the non-Federal
entity experience significantly dif-
ferent levels of olaims for a particular
risk, those differences a.re to be recog-
nized by the use of separate a.llocations

§200.448

or other techniques resulting in an eq-
uitable allocation.
(5) Whenever funds are transferred

from a self·insurance reserve to other
accounts (e.g.. generaJ fund or unre-
stricted account), refunds must be
made to the Federal Government for
its share of funds transferred. including
earned or imputed interest from the
date of transfer and debt interest, if ap-
plicable. chargea.ble in a.ooordancewith
applica.ble Federal cognizant agency
for indirect cost, claims collection reg-
ulations.
(e) Insurance refunds must be credo

ited a.gainst insurance costa in the yea.r
the refund is received.
(f) Indemnification includes securing

the non-Federal entity a.gainst liabil-
ities to third persons and other losses
not compensated by insurance or obh-
erwise. The Federal Government is ob-
ligated to indemnify the non-Federal
entity only to the extent expressly pro-
vided for 1n the Federal award, except
as provided in para.gra.ph (c) of this sec-
tion.

§200.448 Intellectual property.
(a) Patent costs. (1) The following

costs related to securing patents and
copyrights a.re allowa.ble:
(I) Costs of preparing disolosures, re-

ports, and other documents required by
the Federal award, and of searching the
art to the extent necessary to ma.ke
such disclosures;
(ii) Costs of prepar1ng documents and

a.ny other patent oosts in oonnection
with the filing and prosecution of a.
United States patent application where
title or royalty·free Iioenee is required
by the Federa.l Government to be con-
veyed to the Federal Government; and
(l1i) General counseling services re-

lating to patent and oopyright matters,
such as advice on patent and copyright
laws. regulations, clauses. and em-
ployee intellectual property agree-
ments (See also § 200.459 Professional
service costs).
(2) The following costs rela.ted to se-

curing patents and oopyrights a.re unal-
lowable:
(I) Costs of preparing disclosures. re-

ports, and other documents, and of
searohing the art to ma.ke disclosures
not required by the Federal a.ward;
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(11)Costs in connection with filing
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 l1cense to the Federal
Government.
(b) ROllalties and other costs Ior use of

patents and copyrights. (1) Royalties on
a patent or copyright or amortization
or the cost oC acquiring by purchase a
copyright, patent, or rights thereto,
necesl58l'Yfor the proper performance
of the Federal award are allowable un-
less:
(I) The Federal Government already

has a license or the right to Creeuse of
the patent or copyright.
(ii) The patent or copyright has been

adjudicated to be invalid, or has been
a.dministratively detennined to be in-
valid.

(111) The patent or copyright Is con-
sidered to be unenforceable.
(iv) The patent or copyright is ex-

pired.
(2) Special care should be exercised in

determining reasonableness where the
royalties may have been arrived at as a
result of less-than-arm's-length bar-
gaining, such as:
(1)Roya.lties paid to persons, includ-

ing corporations, a.ff1l1atedwith the
non-Federal entity.
(li) Royalties paid to unaffiliated

parties, including oorporations, under
an agreement entered into in con-
templation that a Federal award would
be made.
(11i)Royalties paid under an agree-

ment entered into after a Federal
award Is made to a non-Federal entity.
(3) In a.ny case involving a patent or

copyright fonnerly 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. as unended at 79
FR 76886.Dec. 19. 2014J

§ 200.449 Interest.
(a) General. Costs incurred for inter-

est on borrowed capital, temporary USB
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 EdiHon)

assets are allowable, subject to the
conditions in this section.
(b)(1) Capital assets is defined ae

noted in §200.12 Capital assets. An
asset cost includes (as applicable) ac-
quisition costs, construction costs, and
other costs capitalized in accordance
withGAAP.
(2) For non-Federal entity fiscal

years beginning on or after January 1,
2016, inta.ng1.bleassets include patents
and computer software. For software
development projecta, only interest at-
tributable to the portton of the project
costs capitalized in accordance with
GAAP Is 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 asset costs to ac-

quire fac1l1ties and equipment are lim-
ited to a fair market value availa.ble to
the non-Federal entity from an unre-
lated (arm's length) third party.
(3) The non-Federal entity obta.1ns

the financing via an arm's-length
transaction (that is, a transaction with
an unrelated third party); or claims re-
imbUrsement of actual intereet cost at
a rate available via such a traneaction.
(4) The non-Federal entity limits

claims for Federa.l reimbursement of
interest costs to the least expensive al-
ternative. For example, a oapital lease
may be determined less costly than
purchasing through debt financing, in
which oase reimbursement must be
limited to the amount of interest de-
termined if leasing had been used.
(5) The non-Federal entity expenses

or capitalizes allowable interest cost in
accordance with GAAP.
(6) Earnings generated by the invest-

ment of borrowed funds pending their
disbursement for the asset costs 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.

(J) The following conditions must
apply to debt arrangements over $1
m1llion to purchase or construct facili-
ties, unless the non-Federal entity
makes an initial equity contribution to
the purchase oC 2.'ipercent or more. For
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this purpose, "initial eqwty contribu-
tion" means the amount or value of
contributions made by the non-Federal
entity for the acqutsrtton of facilities
prior to occupancy.
(i) The non-Federal entity must re-

duce claims for 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.
(ti) The non-Federal entity must im-

pute interest on excess cash flow &B fol-
lows:
(A) Annually, the non-Federal entity

must prepare a cumulative (from the
inception of the project) report of
monthly cash inflows and outflows, re-
gardless of the fUnding source. For this
purpose, inflows consist of Federa.) re-
imbursement for deprectatton, amorti-
zation of capitalized construction in-
terest, a.nd annual interest cost. Out-
flows consist of1n1tial equity contribu-
tions, debt principal payments (less the
pro-rata share attributable to the cost
of land), and interest payments.
(B)To compute monthly oa.shinflows

a.nd outflows, the non-Federal entity
must divide the annual amounts deter-
mined in step (1) by the number of
months in the year (usually 12) that
the building is in service.
(C) For any month in which cumu-

lative cash inflows exceed cumulative
outflows, interest must be calculated
on the excess inflows for that month
and be treated 80S a reduction to allow-
able interest cost. The rate of interest
to be used must be the three-month
Treasury bill olosing rate as of the last
business day of that month.
(8)Interest attributable to a fully de-

preoiated asset is unallowable.
(d) Additional conditions for states,

local governments and Indian tribes.
For costs to be allowable, the non-Fed-
eral entity must have incurred the in-
terest costs for buildings after October
I, 1980,or ror land and equipment after
September 1, 1995.
(1)The requirement to offset interest

earned on borrowed funds against cur-
rent allowable interest cost (paragraph
(c)(5), above) also applies to earnings
on debt service reserve funds.
(2)The non-Federal entity will nego-

tiate the amount of allowable interest
cost related to the acquisition of facili-

§200,450

ties with asset costs of $1 million or
more, B.B outlined in paragraph (c)(7) of
this section. For this purpose, a non-
Federa.l entity must cons1der only cash
inflows and outflows attributable to
that portion of the real property used
for Federal awards.
(e) Additional conditions for IREs.

For costs to be allowable, the !HE
must have incurred the interest costs
after September 23, 1982,in connection
with acquisitions of capital assets that
OCCUlTedafter that date.

(0 Additional condition for nonprofit
organizations. For costs to be allow-
able, the nonprofit organization in-
curred the interest costs after Sep-
tember 29, 1995,in connection with ac-
quisitions of capital assets that oc-
curred after that date.
(g) The interest allowab1l1ty provi-

sions of this section do not apply to a
nonprofit orga.nlzation subject to "full
coverage" under the Cost Accounting
Standards (CAS), as defined at 48 CFR
9903.201-2(a).The non-Federal entity's
Federal awards are instead subject to
CAS 414 (48 CFR 9904.414),"Cost of
Money as an Element of the Cost of Fa-
cilities Capital", and CAS 417 (48CFR
9904.417),"Cost of Money as an Element
of the Cost of Capital Assets Under
Construction" .

I JOO.4liO~b1ing.
(a) The cost of certain influencing ac-

tivities associated with obtaining
grants, contracts, cooperative agree-
ments, or loa.ns is an unallowable cost.
Lobbying with respect to certain
grants, contracts, cooperative agree-
ments, and loa.ns is governed by rel-
evant statutes, including among oth-
ers, the provisions of 31 U.S.C. 1352,as
well as the common rule, "New Re-
strictions on Lobbying" published a.t 55
FR 6786(February 26, 1990),including
definitions, and the Office of Ma.nage-
ment and Budget "Governmentwide
Guida.nce for New Restriotions 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 c.nallowable. Improper influence
means any influence that induces or
tends to induce a Federal employee or
officer to give consideration or to act
regarding a Federal award or regu-
latory matter on any basis other than
the merits of the matter.

(c) In addition to the above, the fo)-
lowing restrictions are applicable to
nonpront 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 local
election, referendum, initiative. or
similar procedure, through in-kind or
cash contributions, endorsements, pub-
licity, or similar activity;

(Ii) Establishing, administering, con-
tributing to, or paying the expenses of
a political party, campaign, pol1tlcal
action committee, or other organiza.-
tlon established 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

a.ny pending Federal or state legisla-
tion through communication with any
member or employee of the Congress or
state legislature (Including efforts to
infiuence state or local officials to en-
gage in Similar lobbying activity);
(0) The enactment or modification of

any pending Federal or state legisla-
tion by preparing, distributing, or
using publicity or propaganda, or by
urging members of the general publiC,
or any segment thereof, to contribute
to or participate in any mass dem-
onstration. march, rally, fund raising
drive, lobbying campaign or letter
writing or telephone campa.1gD;or
(D) Any government official or em-

ployee in conneotion with a decision to
sign or veto enrolled legislation;

(rv) Legislative l1a1sonactivities, in-
cluding attendance a.t legislative ses-
sions or committee hearmga, gathering
information regarding legislation, and
a.nalyzing the effect of legislation,
when such activities are carried on in
support of or in knowing preparation
for an effort to engage in unallowable
lobbying.

2 CFR Ch. II (l-1-15 EditiOn)

(ll) The following activities are ex-
cepted from the coverage of paragraph
(c)(1)of this section:

(i) Technical 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 COngrBBBor a state 1egis1a.ture, or
subdivision, member, or cognizant staff
member taereon, in reeponse to a docu-
mented request (including a Congres-
sional Record notice requesting testi-
mony or statements for the reoord at a
regularly scheduled hearing) made by
the non-Federal entity's member of
oongress, legisla.tive body or a subdivi-
sion, or a cognizant staff member
thereof, provided such information Is
readily obtaina.b1e and can be readily
put in deliverable form, and l'urther
provided that costs under this section
for travel, lodging or meals are unal-
lowable c.n1ess incurred to offer testi-
mony at a regularly scheduled Congres-
sional hearing pursuant to a written
request for such presentation made by
the Chairman or RankIng Minority
Member of the Committee or Sub-
committee conducting such hea.rings;

(ii) Any lobbying made c.nallowable
by paragraph (o)(l)(1i1) of this seotion
to 1.ntluence state legislation in order
to direotly reduce the cost, or to avoid
material Impairment of the non-Fed-
eral entity's a.uthority to perform the
grant, contract, or other agreement; or

(Ui) Any actIvity specifically author-
ized by statute to be undertaken with
funds from the Federal award.

(tv) Any activity excepted from the
definitions of "lobby1ng" or "influ-
encing legislation" by the Internal
Revenue Code prOvisions that require
nonprofit organtsatdons to limit their
partictpataon In direct a.nd "grass
roots" lobbying activities in order to
retain their charitable deduction sta.-
tus and avoid punItive excise taxes,
I.R.C. H501(oXS),501(h),4911(a), mclud-
Ing:

(A) Nonpartisan s.nalysls, study, or
resea.rch reports;
(B) Examinations a.nd discUBBionsof

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, total lobbying costs must be sep-
a.rately identified in the indirect (F&A)
cost rate proposal, and thereafter
treated as other unallowable activity
coets in acoordance with the proce-
dures of §200.413Direct coste.

(vi) The non-Federal entity must sub-
mit as part of its annual indireot
(F&A)cost rate proposal a certification
that the requirements and standards of
this section have been complied with.
(See also §200.U5 Required certifi-
oations.)

(vii)(A) Time logs, calendars, or simi-
lar records are not required to be cre-
a.ted for purposes of complying with
the record keeping requirements in
§200.302 Financial management with
respect to lobbying costs during any
particular calendar month when:

(1) Tbe 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 five-year pe-

riod, the non-Federal entity has not
matertallz misstated allowa.ble or un-
a.llowable costs of any nature, includ-
ing legislative lobbying costs.
(B) When conditions in paragraph

(c)(2)(vii)(A)(J) and (2) of this section
are met, non-Federal entities are not
required to establish records to support
the allowa.b1l1tyof ola.imed costs in a.d-
dition to records alrea.dy required or
maintained. Also, when conditions 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 aa a basis for disallowing
costs by contesting estimates of lob-
bying time spent by employees during
a calendar month.

(viii) The Federal awarding agency
must establish procedures for resolving
in advance, in consultation with OMB,
any significant questions or disagree-
ments concerning the interpretation or
application of this section. Any such
advance resolutions must be binding in
any subsequent settlements, audits, or
investigations with respect to that
grant or contract for purposes of inter-

§200A53

pretation of this part, provided, how-
ever, that this must not be construed
to prevent a contractor or non-Federal
entity !rom contesting the lawfulness
of such a determination.

§1OO.41HLossea on other awards or
contraeta.

Any excess of costs over income
under any other award or contract of
any nature is unallowable. Tb1s 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 flat amounts for indirect (F&A)
costs. Aleo, any excess of costs over au-
thorized funding levels transferred
from any award or contract to another
award or contract is una.llowable. 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.

§200.452 Maintenance and repair
coats.

Costa incurred for ut1l1ties, insur-
ance, security, necessary maintenance,
janitorial services, repair, or upkeep of
buildings and equipment (including
Federal property unless otherwise pro-
vided for) which ne1ther add to the per-
manent value of the property nor ap-
preciably prolong its intended life, but
keep it in an effioient operating condi-
tion, are allowable. Costs incurred for
improvements which add to the perma-
nent value of the buildings and equip-
ment or appreciably prolong their in-
tended life must be trea.ted as capital
expenditures (see 1200.439Equipment
and other capital expenditures). These
costs are only a.llowa.bleto the extent
not paid through rental or other agree-
ments.

§200.453 Materials and 8Uppliea C081a.
includin, coeta of computinlf de-
vices.

(a) Coats incurred for materials, sup-
plies, and fabricated parts necessary to
carry out a Federal award are allow-
a.ble.

(b) Purchased materials and supplies
must be charged at their actual prices,
net of applicable credits. Withdrawa.ls
from general stores or stockrooms
must be charged at their actual net
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cost under any recognized method of
pricing inventory withdrawals. constat-
ently applied. Incoming traneportation
charges are a proper part of ma.terials
and supplies costs.

(c) Materials and supplies used for
the performance of a Federal awa.rd
may be charged as direct costs. In the
specific ca.se of computing devices,
charging as direct costs is allowa.ble for
devices tha.t are essential and a11o-
cable, but not solely ded1ca.ted, to the
performance of a Federal award.

(d) Where federally-donated or fur-
nished materials are used in per-
forming the Federal aW&rd,such ma.te-
rials will be used without charge.
[78 FR 78608,Dec. 26, 2018, lUI amended at 79
FR 76887.Dec. 19. 2OH]

§200.454 Membenhipl, sublCriptiona.
and profMllicmal activity c08t8.

(a) Costs of the non-Federal entity's
membersh1p in business, technica.l, and
professional organiza.tions are a.llow-
able.

(b) Costs of the non-Federal entity's
subscriptione to business, prof6881onal,
and technica.l per1od1cals are allowable.

(c) Costs of membership in any civic
or community organ1za.tion are a.llow-
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 membership in organiza-
tions whose primary purpose is lob-
bying are unallowable. See also 1200.450
Lobbying.

§200.455 Organization COlilta.

Costs such as incorporation fees, bro-
kers' fees, fees to promoters, organizers
or manag-ement consultants, attorneys,
accountants, or investment ccunselor,
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.

t 200.456 Particip_t support cOlilta.
Partdctpant, support costs as defined

in §200.75Participant support costs are
allowable with the prior approval of
the Federal awa.rd1ngagency.

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

§200.457 Plant and 8eC1lI"ity costs.

Necessary and reasonable expenses
incurred for protection and security of
facilit1es, 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 expend1tures
for plant security purposes are subject
to 1200.439 EQ.uipmentand other capital
expenditures.
['18FR 78608,Dec. 26, 2013, as amended at 79
FR 75887,Dec. 19. 2014]

§200.468 Pre-a'ward eOflt ••

Pre-award costs are those incurred
prior to the effective date of the Fed-
eral a.ward directly pursuant to the ne-
gotiation and in anticipation of the
Federal 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 ha.ve been allowable if
incurred after the date of the Federa.l
a.ward and only with the written ap-
proval of the Federal awarding agency.

1200.459 Professional service 008t&.

(a) Costs of professional and consult-
ant services rendered by persons who
are members of a particula.r profession
or possess a spec1a.1skill, and who are
not officers or employees of the non-
Federal entity. are allowable, subject
to para.graphs (b) and (c) when reason-
a.ble in relation to the services ren-
dered and when not contingent upon
recovery of the costs from the Federal
Government. In a.dd1tion, legal and re-
lated services are limited under
§200.485 Defense and prosecution of
criminal and civil prooeedings, claims,
appeals and patent 1nfr1ngements.

(b) In determining the allowab1lity of
costs In a particular ca.se, no single fac-
tor or any speoial combination of fac-
tors 1snecessarily determinative. How-
ever, the following factors are relevant:

(1) Tbe nature and scope of the serv-
1,cerendered in relation to the service
required.
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(2) The neceB8ity of contracting for
the service. considering the non-Fed-
eral entity's capability in the par-
ticular area,
(8) The past pattern of sueh coste.

particularly in the years prior to Fed-
eral awards.
(4) The impact of Federa.l a.wards on

the non-Federal entity's business (i.e.,
what new problems have arisen).
(5) Whether the proportIon of Federal

work to the non-Federal entity's total
business Is such as to Influence the
non-Federal entity in favor of incur-
ring the cost, particularly where the
servIces rendered are not of a con-
tinuing nature and have l1ttle relatIon-
ship to work under Federal awards.
(6) Whether the service can be per-

formed more economically by direct
employment rather than contracting.
(7) The qua,lifications of the indi-

vidual or concern rendering the service
and the customary fees charged. espe-
cially on non-federally funded activi-
ties.
(8) Adequacy of the contractual

agreement for the service (e.g., descrip-
tion of the service, estimate of time re-
quired, rate of compensation, a.nd ter-
mination provisions).
(c) In addition to the factors in para-

graph (b) of this sectIon, to be allow-
able, retaIner fees must be supported
by evidence of bona fide services avail-
able or rendered.

§100.460 Prop08aJ com.
Proposal oosts are the oosts of pre-

paring bids, proposals, or a.ppl1catlons
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
a.ccounting period of both successful
a.nd unsuccessful bide a.nd proposals
normally should be treated as indirect
(F&A) costs and allocated currently to
all activities of the non-Federal entity.
No proposal costs of past accounting
periods will be allocable to the current
period.

§200.461 PublicatiOD aDd printiD~
eosts.

(a) Publication costs for electronic
and print media, including distribu-
tion, promotion, and general handling

§200.463

are a.llowable. If these costs are not
identifia.ble with a particular cost ob-
jective, they should be allocated as in-
direct costs to all benefiting activities
of the non-Federal entity.
(b) Page charges for professional

journal publications are allowable
where:
(1) The publications report work sup-

ported by the Federal Government; and
(2) The charges are levied impartially

on all items published by the journal,
whether or not under a Federal award.
(8) The non-Federal entity may

charge the Federal award before close-
out for the costs of publication or shar-
ing of research results if the costs are
not incurred during the period of per-
formance of the Federal a.ward.

S200.462 .Rearrangement and recon-
version costs.

(a) Costs incurred for ordinary and
normal rearrangement and alteration
of fac111tles are allowable as indirect
costs. Special arrangements and alter-
ations costs incurred specifically for a
Federal award are allowable as a direct
cost with the prior approval of the Fed-
eral awarding agency or pass-through
sntity.
(b) Costs incurred in the restoration

or rehabilitation of the non-Federal en-
tity's faci11ties to approximately the
same condition exiBting immediately
prior to commencement of Federal
awards, less oosts related to normal
wear and tear, are allowable.

§200.468 Recruiting eoste.
(a) Subject to paragraphs (b) a.nd (c)

of this section, and provided that the
size of the staff recruited and main-
tained is in keeping with workload re-
quirements. costs of "help wanted" ad-
vertising, operating costs of an em-
ployment oIDCfilnecessary to secure
and maintain an adequate staff. costs
of operating an aptitude and edu-
cational testing program, travel costs
of employees while engaged in recrui t-
ing personnel, travel costs of 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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Federa.l entity uses employment agen-
cies, oosts not in excess of standard
commercial ra.tes for such services are
a.llowable.

(b) Special emoluments, fringe bene-
fits. and salary a.llowances incurred to
a.ttract professional personnel that do
not meet the test of reasonableness or
do not conform with the established
practices of the non-Federa.l entity. are
unallowable.
(c) Where relocation oosts incurred

incident to recra1tment of a new em-
ployee have been funded in whole or in
part to a Federal award, and the newly
hired employee resigns for reasons
within the employee's control within 12
months after hire. the non-Federal en-
tity will be required to refund or credit
the Federal share or such relocation
costs to the Federal Government. See
also §2oo.464 Relocation costs of em-
ployees.
(d) Short-term. travel visa. costs (as

opposed to longer-term. immigration
visas) are generally allowable expenses
that may be proposed as a direct cost.
Since short-term viBallare issued for a
spec1fic period and purpose, they can be
clearly identif1ed as directly connected
to work performed on a Federa.l award.
For these costs to be directly charged
to a Federal award. they must:

(1) Be critical and necessary for the
conduct of the project;
(2) Be allowable under the applicable

cost principles;
(3) Be oonsistent with the non-Fed-

era.l entity's cost accounting practices
and non-Federa.l entity policy; and
(4) Meet the def1nltion of "direct

cost" as described in the applicable
cost principles.
(78 FR 71MlDB,Dec. 26. 2013. a.s lI.IIlended at 79
FR 7588'1,Dec. 19, 2014]

f 200.464 Relocation coate of employ-
eell.

(a) Relocation costs are costs inci-
dent to the permanent change of duty
assignment (for an indefinite period or
for a stated period of not less than 12
months) of an existing employee or
upon recruitment of a new employee.
Relocation costs are allowable, subject
to the limitations described in para-
graphs (b). (c), and (d) of this section.
provided that:

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

(1) The move Is for the benefit of the
employer.

(2) Reimbursement to the employee
Is in accordance with an established
written policy ooneiatently followed by
the employer.

(3) The reimbursement does not ex-
ceed the employee's actual (or reason-
ably estimated) expenses,
(b) Allowable relocation costs for

current employees are limited to the
following:

(1) The costs or transportation of the
employee. members of his or her Imme-
diate family and his housenold, and
persona.l effects to the new location.
(2) The costs of finding a new bome,

sucb as advance tripe by employees and
spouses to locate living qua.rters and
temporary lodging during the transi-
tion period, up to maximum period of
30 oa.lendar days.
(3) Closing coste, such as brokerage,

lega.l, and appraisal fees, incident to
the disposition of the employee's
former borne. These costs, together
with those described in (4), are limited
to B per cent of the sales price of the
employee's former home.

(4) The contInuing costs of ownership
(for up to six months) of the vacant
former home after tbe settlement or
lease date of the employee's new per-
manent bome, suob as maintenance of
buildings and grounds (exclusive of fix-
ing-up expenses), utilities. taxes, and
property insuranoe.

(5) Other necel!8&ry and reasonable
expenses normally incident to reloca-
tion. sucb as the costs of ca.nceling an
unexpired lease, transportation of per-
sonal property, and purchasing insur-
anee against loss of or damages to per-
sonal property. The cost of canceling
an unexpired lease Is limited to three
timee the monthly rental.
(c) Allowable relocation coste for new

employees are l1m1ted to those de-
scribed in paragraphs (b)(I) and (2) of
l.b1ssection. 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 bire,
the non-Federal entity must refund or
credit the Federa.l Government for its
share of the cost. However, the costs of
travel to an oversea.s location must be
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considered travel costs in accordance
with §200.474 Travel costs. and not this
§200.464 Relocation costs of employees.
for the purpose of this paragraph if de-
pendents are not permitted at the loca-
tion for any reason and the costs do
not include costs of transporting
household goods.

(d) The following costs related to re-
location are unallowable:

(1) Fees and other oosts assooiated
with acquiring a new home.

(2) A loss on the sale of a former
home.

(3) Continuing mortgaga pI1ncipal
and interest payments on a home being
sold.

(4) Income taxes paId by an employee
related to reimbursed relocation costs.
[78 FR 78808, Dec. 26, 2013, as amendedat 79
FR 75887,Dec. 19. 2014J

§200.465 Rental eosts of real property
and equipment,

(a) Subject to the limitations de-
scribed in paragra.phs (b) through (d) of
this section. rental costs are allowable
to the extent that the ra.tes are reason-
able in light of such factors as: rental
costs of comparable property. if any;
market conditions in the area; alter-
na.tives ava.1lable; and the type, life ex-
pectacoz, condition, and value of the
property leased. Rental arrangements
should be reviewed periodically to de-
termine if circumstances ha.ve changed
and other options are available.

(b) Rental costs under "sa.le and lease
back" a.rrangemente are allowable only
up to the amount that would be al-
lowed had the non-Federal entity con-
tinued to own the property. ThIs
amount would inolude expenses such as
depreciation. maintenance, taxes, and
insurance.

(c) Rental costs under "less-than-
arm's-length" leases are allowable only
up to the amount (as explained in para-
graph (b) of this section). For this pur-
pose, a less-than-arm's-length lease is
one under which one party to the lease
agreement is able to control or sub-
stantially 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, ornoer, or key em-
ployee of the non-Federal entity or an
immediate family member, either di-
rectly or through corporations, trusts,
or similar arrangements in which they
hold a controlling interest. For exam-
ple, the non-Federal entity may estab-
lish a separate corporation for the sale
purpose of owning property and leasing
it back to the non-Federal entity.

(4) Family members Include one
party with any of the following rela-
tionships to another party:

(1) Spouse, and parents thereof;
(11) Children, and spouses thereof;
(iii) Pa.rents, and spouses thereof;
(iv) Siblings, and spousee 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 aiflnity whose close association with
the employee is the equivalent of a
family relationship.

(5) Rental costs under leases which
are required to be treated as capital
lea.ses under GAAP are allowable only
up to the amount (as explained in para-
graph (b) of this section) that would be
allowed had the non-Federal entity
purchased the property on the date the
lea.seagreement was exeouted. The pro-
visions of GAAP must be used to deter-
mine whether a lease is a capital lease.
Interest costs related to capital leases
a.re allowa.ble 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 any property owned
by any individuals or entities affiliated
with the non-Federal entity, to include
commercial or residential real estate.
for purposes such as the home office
workspace is unallowable.
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I ZOO.486 Scholarship. and lltudent aid
costs.

(a) Costs of scholarships. fellowships,
and other programs of student aid at
IREs are allowable only when the pur-
pose of the Federal award 15 to provide
training to selected participants and
the charge is approved by the Federal
awa.rding agency. However, tuit10n reo
mission and 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 ao-

tivities necess/W-y to the Federal
award;
(2) Tu1tion remission and other sup-

port are provided in accordance with
established policy of the !HE and con-
sistently provided in a like manner to
students in return for s1m11aract1vities
conducted under Federal awards as
well a.sother activities; and
(3) During the academic period, the

student is enrolled in an advanced de-
gree program at a non-Federal entity
or affiliated institution and the aettvt-
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 IRE's practdee to stmi-

larly compensate students under Fed-
eral awards as well a.s other a..ctlvlties.
(b) Charges for tultion remission and

other forms of oompensa.tion paid to
students as, or in lieu of, salaries and
wages must be subject to the reporting
requirements in §200.450 Compensa-
tion--personal servtces, and must be
treated a.sdirect or indirect cost in ao-
cordance with the actual work being
performed. Tuition remission may be
charged on an average rate basis. See
also §200.431 Compensation-fringe ben-
efits.

1200.487 Selling and marketing coete.
Costs of selling and marketing any

produots or services of the non-Federal
entity (unless allowed under 1200.421
Advertising and public relations.) are
unallowable, except as direct costs,
with prior approval by the Federal

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

awarding agency when necessary for
the performance of the Federal award.

§200.468 Specialized aervice facilities.
(a.)The costs of services provided by

highly complex or specialized·facilities
operated by the non-Federal entity,
such as computing fa..c1l1t1es,wind tun-
nels, and reactors are allowable, pro-
vided the charges for the services meet
the conditions of either paragraphs (b)
or (c) of this section, and, in addition,
take into account any items of income
or Federal f1nancing that qualify as ap-
pl1ca.blecredits under 1200.406 Applica-
ble cred1ts.
(b) The costs of such services, when

material. must be charged directly to
appl1ca.ble aw&rds based on actual
usage of the eervices on the basis of a
schedule of rates or established meth-
odology that:
(1)Does not discriminate between ac-

tivities under Federal awards and other
act1vities of the Don-Federal entity, in-
cluding usage by the non-Federal enti-
ty for internal purpoaes, and
(2) Is designed to recover only the ago

gregate coets of the services. The costs
of each service must. constat normally
of both its direct costs and its allocable
share of all indirect (F&A) costs. Rates
must be adjusted at least biennially,
and must take into consideration overt
under appl1ed costs of the previous pe-
riod(s).
(0) Where the costs incurred for a

service are not material, they may be
allocated as indirect (F&A) costs.
(d) Under some extraord1na.ry cir-

cumstances, where it 1s in the best in-
terest of the Federal Government and
the non-Federal entity to establish al-
ternative costing arrangements, such
arrangements may be worked out with
the Federal cognizant agency for indi-
rect costs.

1200.469 Student activity costs.
Costs incurred for intramural a..ct1vi-

ties, student publications, student
clubs, and other student aotivities, are
unallowable, unlese specifically pro-
vided for in the Federal award.

§ 200.470 Taxes (including Value
Added Tax).

(a) For states. local governments and
Indian tribes:
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(1) Taxes that a governmental unit is
legally required to pay are allowable,
except for self-88Ile88edtaxes that dis-
proportionately affect Federal pro-
grams or changes in tax 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 identification of the amount of un-
allowable taxes would require an inor-
dinate amount of effort, the cognizant
agency for indirect costs may accept a
reasonable approximation thereof.

(b) For nonprofit organizations and
IHEs:

(1) In general, taxes whioh the non-
Federal entity is required to pay and
whioh are paid or a.ocrued in accord-
ance with GAAP, and payments made
to local governments in lieu of taxes
whioh are commensura.te with the local
government services reoeived are al-
lowable, except for:

(1) Taxes from whioh exemptions are
avallable to the non-Federal entity di-
rectly or which are avallable to the
non-Federal entity based on an exemp-
tion afforded the Federal Government
and, in the latter case, when the Fed-
eral awarding agenoy makes ava.ila.ble
the neoessary exemption oertificates,

(li) Special assessments on land
which represent capital improvements,
and

(111)Federal income taxes.
(2) Any refund of taxes, and any pay-

ment to the non-Federa.l entity of in-
terest thereon, which were allowed as
Federal award coste, 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.

§20004' 1

(c) Value Added Tax (VAT) Foreign
taxes charged for the purchase of goods
or servicee 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 awards as direct or indirect
costs. To the extent that such credits
accrued or received by the non-Federal
entity relate to allowable cost, these
costs must be credited to the Federal
awarding agency either as costs or cash
refunds. If the costs are credited back
to the Federal award, the non-Federal
entity may reduce the Federal share of
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 TerminatiOD costa.
Termination of a Federal award gen-

erally gives rise to the incurrence of
costs, or the need for speoial treatment
of costs, whIch would not have arisen
had the Federal award not been termI-
nated. Cost principles covering these
items are eet forth in this section.
They are to be used in confunctton
with the other provistons of thIs part
In termination situations.

(a) The cost of items reasonably usa-
ble on the non-Federal entity's other
work must not be allowable unless the
non-Federal entity submits evidence
that it would not retain such items at
cost without susta1n1ng a 1088. In de-
ciding whether such items are reason-
ably usable on otber 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 a.s evidence that such items are
reasonably usable on the non-Federal
entity's other work. Any acceptance of
common items as allocable to the ter-
minated portion of the Federal award
must be limited to the extent that the
Quantities or such items on hand, In
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transit, and on order are in excess of
the reasona.ble quantitative require-
ments of other work.
(b) If in a particular case, despite a.11

reasona.ble efforts by the non-Federa.l
entity, certain costs cannot be discon-
tinued immediately after the effective
date of termination, such costs are
genera.lly allowable within the limita-
tions set forth in this part, except that
any such costs continuing after termi-
nation due to the negligent or w1llful
failure of the non-Federal entity to dis-
continue euch costs must be unallow-
able
(c) Loss of useful value of special

tooling, machinery, and equipment is
generally allowable if:
(1) Such specia.l tooling, special ma-

chinery, or equipment is not reason-
ably capable of use in the other work of
the non-Federa.l entity,
(2) The interest of the Federa.l Gov-

ernment is protected by transfer of
title or by other means deemed appro-
priate by the Federa.l awarding agency
(see also §200.313 Equipment, paragraph
(d), and
(3) The 10s8of useful value for any

one terminated Federal award is lim-
Ited to that portion of the acquisition
cost which bears the same ratio to the
total acquisition cost as the termi-
nated portion of the Federa.l award
bears to the entire terminated Federa.l
award and other Federal awards for
which the speciaJ tooling, machinery,
or equipment was acquired.
(d) Rental costs under unexpired

leases are generally allowable where
clearly shown to have been reasonably
necessary for the performance of the
terminated Federal award less the re-
siduaJ vaJue of such leases, if:
(1) The amount of such rental

claimed does not exoeed the reasonable
use value of the property leased for the
pertod of the Federa.l award and such
further period as may be reasonable.
and
(2) The non-Federa.l entity makes aJI

reasonable efforts to terminate. assign,
settle, or otherwise reduce the cost of
such lease. There also may be included
the cost of altera.tions of such leased
property, provided such altera.tions
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

followine' are genera.liy allowable:
(1) Aooounting. legal, clerical, and

s1milar costs reasonably neoeesars' for:
(i) The prepara.tion and presentation

to the Federa.l awarding a.gency of set-
tlement claims a.nd supporting data
with respect to the terminated portion
of the FederaJ award. unless the termi-
na.tion is for cause (see Subpart D-
Post Federa.l AW&1'dRequirements of
this pa.rt, §1200.338 Remedies for Non-
oompliance through 200.342 Effeots of
Suspension and termination); and
(11)The termination and settlement

of subawards.
(2) Reasonable costs for the storage.

transportation, proteotion, and disposi-
tion of property provided by the Fed-
era.l Government or a.cquired or pro-
duoed for the Federa.l award.
(f) Claims under subawards. including

the allocable portion of olaims which
are common to the FederaJ a.ward 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)oosts.
The indirect costs so allocated must
exclude the same and similar costs
claimed directly or indirectly as settle-
ment expenses.'

• 200.472 TrainiD, aDd educatioD cosia.
The cost of training and education

provided Cor employee development is
allowable.

§200.473 TranSportatiOD eo&t8.

Coats incurred for freight, express.
cartage, posta.ge, and other transpor-
tation services relating either to goods
purchased, in process, or delivered, are
allowable. When such costs can readily
be identified with the items involved,
they may be charged directly as trans-
portation costs or a.dded to the cost of
such items. Where identification with
the materials received cannot readily
be made, inbound transportation cost
may be charged to the approprla.te 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 costa.
(a) General. Travel costs are the ex-

penses for transportation, lodging. sub-
sistence, and related items incurred by
employees who are in travel status on
official businesa of the non-Federal en-
tity. Such costs may be cbarged on an
actual ccst basis. on a per diem or
mileage basis in lieu of actual costs in-
curred, or on a combination of the two.
provided the method used is 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 of officials cov-
ersd by that section are allowable with
the prior written approval of the Fed-
eral awarding agency or paBS-through
entity when they are specifically re-
lated to the Federal award.
(b) Lodging ana subsistence. Costs in-

ourred by employees and officers for
travel, including costs of lodging, other
subsistence, and incidental expenses,
must be considered reasonable and oth-
erwise allowable only to the extent
sucb costs do not exceed cba.rges nor-
mally allowed by the non-Federal enti-
ty in its regular operations as the re-
sult of the non-Federal entity's written
travel policy. In addition, if these costs
are charged directly to the Federal
award documentation must justifY
that:
(1) PartiCipation of the individual is

necessary to the Federal award; and
(2) The costs are reasonable and con-

sistent with non-Federal entity's es-
tablished travel polfey.
(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:

§2oo.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

(111) Axe only temporary during the
travel period.
(2) Travel costs for dependents are

unallowable, except for travel of dura.-
tion of six months or more with prior
approval of the Federal awarding agen-
cy. See also §200.482 Conferences.
(d) In the absence of an acceptable,

written non-Federal entity policy re-
garding travel costs, the rates and
amounts establ1shed under 5 U.S.C.
5701-11, ("Travel and Subsistence Ex-
penses; Mileage Allowances"), or by
the Administrator of General Services,
or by the President (or his or her des-
ignee) pursuant to any provisions of
such subchapter must apply to travel
under Federal awards (48 CFR 31.205-
46(&».
(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 ao-
oommodations would:

(1) Require circuitous routing;
(11) Require travel during unreason-

able hours:
(111) Excessively prolong travel;
(iv) 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 f1rst-class or business-
olase airfare to be allowable in such
cases.
(2) Unlees a pattern of avoidance Is

detected, the Federal Government will
generally not question a non-Federal
entIty's determinations that cus-
tomary standard airfare or other dis-
count airfare is unavailable for specific
trips if the non-Federal entity can
demonstrate that such airfare was not
a.vailable in the specific case.
(f) Air travel by otner than commercial

carrier. Costs of travel by non-Federal
entity-owned, -leased, or -chartered
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aircraft include the cost of lease, char-
ter, operation (including personnel
costs), maintenance, depreciation, in-
surance, and other rela.ted costs. The
portion of such costs that exceeds the
cost of airfare as provided for in para-
graph (d) of this sectdon, is unallow-
a.ble.
['78FR 78608, Dec.26, 2018, a.s amendedat 79
FR7588'1,Dec.19. 2014J

f 200.475. Tru,.teea.
Travel and subsistence costs of trust-

ees (or directors) at IHEs and nonprofit
crganiutlons are allowable. See also
§200.474 Travel costs.

Subpart F-AudH Requirements
GENERAL

§200~ Purpeee,
Th18part sets forth standards for ob-

ta1n1.ng oonsistency and uniformity
among Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards.

Aunrrs

§2oo.liOI Audit requirements.
(a) Audit required. A non-Federal enti-

ty that expends $750,000 or more during
the non-Federal entity's fiscaJ year in
Federal awards must ha.ve a single or
program-speoific audit conduoted for
that year in accordance with the prov1-
sions of this p&rt.
(b) Single audit. A non-Federal entity

that expends $750.000 or more during
the non-Federal entity's fisoal yea.r in
Federal awards must have a single
audit conducted in accordance with
1200.514 Rcopll of audit except when it
elects to have a program-specific audit
conducted in a.ccordance with para-
graph (c) of thiB section.
(c) Program-specijic audit election.

When an auditee expends Federal
awards under only one Federal pro-
gram (excluding R&D) and the Federal
program's statutes, regulatiOns, or the
terms and conditions of the Federal
award do not require a financial state-
ment audit of the auditee, the auditee
may elect to have a program-specific
audit conducted In accordance with
§ 200.507 Program-specific audits. A pro-
gram-epectnc audit may not be elected

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

for R&D unless all of the Federal
awards expended were received from
the same Federal agency, or the same
Federal agency and the same pass-
through entity, and that Federal agen-
cy, or paSB-throug'h entity in the case
of a subrecipient. approves in advance
a program-llpecific audit.

(d) E:remptlon when Federal awards u-
pended are less than S750,()()().A non-Fed-
eral entity that expends less than
S750,OOOduring the non-Federal entity's
fisca.l year in Federal awards is exempt
from Federal audit requirements for
that year, except as noted in §200.508
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-
ates a FFRDC may elect to treat the
FFRDC a.s a separate entity for pur-
poses of this part.

(0 Subrectpients aJUt Contractors. An
auditee may simultaneously be a re-
cipient, a subrec1plent, and a con-
tractor. Federal a.wa.rdBexpended as a
recipient or a subreciplent are subject
to audit under this part. The payments
received for goods or services provided
as a oontractor 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-
v1deda.s a contractor.

(g) Compliance responsibility for con-
tractors. In most cases, the auditee's
compliance responslb111ty for oontrac-
tors 1s only to ensure that the procure-
ment, receipt, and payment for goods
and services comply with Federal stat-
utes, regulations, and the terms and
condrttons or Federal awa.rdB.Federal
award compliance 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 complr-
a.nce. Also, when these procurement
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transactions relate to a major pro-
gram, the 8COpeof 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-pro!it subrecipient. Since thill

part does not apply to for-profit sub-
recipients, the pass-through entity is
responsible' for establishing require-
ments, as neceseary, to ensure compli-
ance by for-profit subrecipients. The
agreement with the for-profit sub-
recipient must describe applicable
compliance requirements and the lor-
profit subrecipient's compliance re-
sponsibility. Methods to ensure compli-
ance for Federal awards made to for-
profit subreclpients may include pre-
award audits, monitoring during the
agreement, and post-award audits. See
also §200.331Requirements for pas&-
through entities.
['18 FR 78608, Dec. 26, 2013, a.s amendedat 79
FR 76887,Dec. 19, 2014J

§200.502 ~. for determining Fed-
eral awardB eqMlDded.

(a) Determining Federal awards ex-
pended. The determination of when a
Federal award is expended must be
based on when the aotivity related to
the Federal award occurs. Generally,
the activity pertains to events that re-
quire the non-Federal entity to comply
with Federal statutes, regulations, and
the terms and conditions of Federal
awards, such as: expenditure/expense
transactions aseociated with awards in-
cluding grants, cost-reimbursement
contracts under the FAR, compacts
with Indian Tribes, cooperative agree-
ments, and direct appropriations; the
disbursement of funds to subreclplents;
the use or loan proceeds under loan and
loan guarantee programs; the receipt of
property; the receIpt or surplus prop-
erty; the receIpt or use of program in-
come; the distribution or use of food
commodities; the disbursement of
amounts entitling the non-Federal en-
tity to an interest subsidy; and the pe-
riod when insurance is in force.
(b) Loan and loan guarantees (loans).

Since the Federal Government Is at
risk for loans until the debt Is repaid,
the follOwing guidelines must be used
to calculate the value of Federal
awards expended under loan programs,

§200-S02

except as noted in paragraphs (c) and
(d) of th1s section:
(1) Value of new loans made or re-

ceived during the audit period; plus
(2) Beginning or the audit period bal-

ance of loans from previous years for
which the Federal Government Imposes
continuing compliance requirements;
plus
(3) Any interest subsidy, cash, or ad-

ministrative cost allowanoe received.
(c) Loan and loan guarantees (loans) at

IHEs. When loans are made to students
of an !HE but the IRE does not make
the loans, then only the value of loans
made during the audit period must be
considered Federal awards expended in
that audit period. The ba.lance of loans
for previous audit Pilriods is not in-
cluded as Federal awards expended be-
cause the lender accounts for the prior
ba.lances.

(d) Prior loan and loan guarantees
(loans). Loans, the proceeds of wh1ch
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 oomplianoe require-
ments other than to repay the loans.
(e) Endowment funds. The cumulative

balance of Federal awards for endow-
ment funds that are federally re-
stricted are considered Federal awards
expended in each audit period in which
the fUndsare still restrioted.
en Free rent. Free rent received by

itself is not considered a Federal award
expended under this part. However, free
rent received as part of a Federa.l
award to carry out a Federal progra.m
must be included in determining Fed-
eral awards expended and subject to
audit under this part.
(g) Valuing non-cash ass1stance. 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-el1g1ble
indivlduale are not considered Federal
awards expended under this part. .
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(I) Medicaid. Medioaid payments to a
subreclpient for providing patient care
services to Medicaid-eligible individ-
uals are not considered Federal awards
expended under this part unless a state
requires the funds to be treated as Fed-
eral awards expended because reim-
bursement is on a cost-reimburssment
basis.
(j) Certain loans provided bJi the Na-

tional Credit Union Adminbtration. For
purposes of this part, loans made from
the National Credit UIiion Share Insur-
ance Fund and the Central Liquidity
Facility that are funded by contribu-
tions from insured non-Federal entities
are not considered Federal awards ex-
pended.
[78 FR 78608, Dec. 26, l!Ol3, as amended at 79
FR 75887, Dec. 19, 2014]

§200.503Relation to other audit reo
quiremenia.

(a) An audit conducted in accordance
with this part must be in lieu of any fi-
nancial audit of Federal awards which
a non-Federal ent,ity is required to un-
dergo under any other Federal statute
or regulation. To the extent that such
audit provides a Federal agency with
Lhe information it requires to carry
out its responsibilities under Federal
statute or regulation, a Federal agency
must rely upon and use that informa.-
tion.
(b) Notwithstanding subsection (a), a

Federal agency, Inspectors General, or
GAOmay conduct or arrange for addi-
tional audits which are necessary to
carry out its responsibilities under
Federal statute or 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-
ditiona.l audits, except that the Federal
agency must plan such audits to not be
duplicative of other audits of Federal
awards. Prior to commencing such an
audit, the Federal agency or pass-
through entity must review the FAC
for recent audits submitted by the non-
Federal entity, and to the extent such
audits meet a Federal agency or pass-
through entity's needs, the Federal
agency or pass-through entity must
rely upon and use such audits. Anyad-
ditional audits must be planned and
performed in such a way as to bu1ld

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

upon work performed, including the
audit documentation, sampling, and
testing already performed, by other
auditors.
(c) The provisions of this part do not

limit the authority of Federal agencies
to conduct, or arrange for the conduct
of, audits and evaluations of Federal
awards. nor limit the authority of any
Federal agency Inspector General or
other Federal offic1s.l.For example, re-
quirements that .may be appUcable
under the FAR or CAS and the terms
and conditions of a cost-reimbursement
contract may include additional appU-
cable audits to be conducted or ar-
ranged for by Federal agencies.
(d) Federal agency to pay for addi-

tional audits. A Federal agency that
conducts or arranges for additional au-
dits must, consistent with other appli-
cable Federal statutes and regulations,
arrange for funding the full cost of
sucb additional audits. .
(e) Request for a program to be au-

dited as a major program. A Federal
awarding agency may request that an
auditee have a particular Federal pro-
gram audited as a major program in
Ueu of the Federal awarding agency
conducting or arranging for the addi-
tional audits. To allow for planning,
such requests should be made at least
180 calendar days prior to the end of
the fiscal year to be audited. The
auditee, after consultation with its
auditor, should promptly respond to
such a request by informing the Fed-
eral awarding agency whether the pro-
gram would otherwise be audited as a
major program using the risk-based
audit approach described in 1200.518
Major program determination and. if
not, the estimated incremental cost.
The Federal awa.rdlng agency must
then promptly confirm to the audltee
whether it wants the program audited
as a major program. If the program is
to be audited as a major program based
upon this Federal awarding agency re-
quest, and the Federal awarding agen-
cy agrees to pay the full meremental
costs, then the auditee must have the
program audited as a major program. A
pass-through entity may use the provi-
sions of this paragraph for a sub-
rec1pient.
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§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 audit must cover both
years within the biennial period.

(a) A state, local government, or In-
dian tribe that is required by constitu-
tion or statute, in effect on January I,
1987, to undergo its audits less fre-
quently than annua.lly, is permitted to
undergo Its audits pursuant to this
part biennia.11y.'!'his requirement must
still be in e..-'fectfor the biennia.1period.
(b) Any nonpro1lt orga.ntzation that

had biennial audits for all blennia.l pe-
rrode ending between July I, 1992,and
Janua.ry 1, 1995, 18permitted to under-
go ita audita pursuant to this part bi-
ennially.

1200.500 BanetiOD8.
In oases of oontinued inabil1ty or un-

willingness to have an audit conducted
in accordance with this part. Federa.l
agencies and p&8B-through entrnes
must take appropria.te action &8 pro-
vided in §200.338 Remedies for non-
compl1ance.

§200.506 Audit costs.
See §200.425 Audit services.

§ 200.507 Prognun-specU'lc audits.
(a) Program-specific audit guide avail-

able. In many cases, a program-specific
audit guide will be available to provide
specific guidance to the auditor with
respect to internal controls, compli-
ance requirements, suggested audit
procedures, and audit reporting re-
quirements. A listing of current pro-
gram-specific audit guides can be found
in the oompl1a.nce supplement begin-
ning with the 2014supplement includ-
ing Federal awarding agency contact
information and a Web site where a
copy of the guide can be obtained.
When a current program-specific audit
guide Is available, the auditor must
CallowGAGAS and the guide when per-
Corminga program-specific audit.
(b) Program-specific audit guide not

available. (1) When a current program-
specIfic audit guide Is not available,
the audltee and auditor must ha.ve ba-
sically the same responsibilities for the

§200.507

Federal program as they would have
for an audit of a ma.jor program in a
single audit.
(2) The auditee must prepare the fi-

nancial statement(s) for the Federal
program that includes, at a minimum,
a schedule of expenditures of Federal
awards for the program and notes that
describe the significant accounting
policies used in preparing the schedule,
a summary schedule of prior audit find-
ings consistent with the requirements
of '200.511 Audit findings follow-up,
para.graph (b), and a corrective action
plan consistent with the requirements
of §200.511 Audit findings 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-
nal controls over the Federal program
consistent with the requirements of
§200.514Soope of audit, paragraph (c)
for a major program;
(111)Perform procedures to determine

whether the audit6e has complied with
Federal statutes, regulations, a.nd 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
§200.514Scope of audit, paragraph (d)
for a ma.jor prorram;
(iv) Follow up on prior audit findings,

perform procedures to assese the rea-
sonableness of the summary schedule
of prior audit findings prepared by the
auditee in accordance with the require-
ments of 5200.511 Audit findings follow-
up, and report, as a current year audit
finding, when the auditor concludes
that the summary schedule of prior
audl t findings ma.ter1a.lly misrepre-
sents the status of any prior audit find-
ing; and
(v) Report a.ny audit findings con-

ststent with tbe requirements of
1200.516 Audit findings.
(4) The auditor's report(s) may be in

the form of either combined or sepa-
rate reports and ma.y 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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(i) An opinion (or disclaimer of opin-
ion) as to whether the financial state-
ment(s) of the Federal program 18pre-
sented fairly in all material respects in
accordance with the stated accounting
policies;
(ii) A report on internal control re-

lated to the Federal program, which
must describe the scope of testing of
internal control and the results of the
tests;
(iii) A report on compliance which in-

cludes an opinion (or d1scla1mer of
opinion) as to whether the audttee
complied with laws, regulat1ons, and
the terms and conditions of Federal
awards which could have a direot and
material effect on the Federal pro-
gram; and
(iv) A schedule of findings and ques-

tioned costs for the Federal program
that includes a summary of the audi-
tor's results relative to the Federal
program in a format consistent with
§200.516 Audit reporting, paragraph
(d)(l) and findings and questioned costs
consistent with the requirements of
§200.516 Audit reporting, paragraph
(d)(3).
(c) Report submission for prOgTa.m--spe-

cific audits. (1) The audit must be com-
pleted and the reporting required by
paragraph (c)(2) or (c)(3)of this section
submitted within the earlier of 30 oal-
endar days after receipt of the audi-
tor's report(s). or nine months after
the end of the audit period, unless a
different period 18 spec11'1edin a pro-
gram-speoific 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 progra.m-spec11'1caudit

guide is available, the aud1tee 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 progra.m-spectnc
audit guide.
(3) When a program-spectttc audit

guide is not available, the reporting
paokage for a program-specific audit

2 CFR Ch.U 0-1-15 EditiOn)

must consist of the financial state-
mentes) of the Federal program, a sum-
mary schedule of prior audit findings,
and a corrective action plan as d&-
scribed in paragraph (b)(2) of this sec-
tion. and the auditor's report(s) de-
scribed in paragraph (b)(4) of th18 sec-
tion. The data collection form prepared
in a.ccordancewith §200.512Report sub-
mtsston, paragraph (b), as a.pplicable to
a program-specifiC a.udit, and one copy
of this reporting package must be elec-
tronically submitted to the FAC.
(d) Other Bections of this part mall

appll/. Program-specific audits are sub-
ject to:

(1) 200.500Purpose through 200.503R&-
lation to other audit requirements,
paragraph (d);
(2) 200.504 Frequency of audits

through 200.506Audit costs;
(3) 200.508 Auditee responsib1Uties

through 200.509Auditor selection;
(4) 200.511Audit findings follow-up;
(5) 200.612Report submission. para-

graphs (e) through (b);
(6) 200.513Responsibilities;
(7) 200.516Audit ftndings 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. :16,1I018, ae amended at '19
FR 7li887.Dec. 19. 2014]

AUDlTEES

§ 200.1108 Auditee relipOo8ibllitie8.
The auditee must:
(a.)Procure or otherwise a.rrange for

the audit required by this part in ac-
cordance with §200.509Auditor selec-
tion, and ensure it is propexly per-
formed and submitted when due in ac-
oordance with §200.512Report submis-
sion.
(b) Prepare appropriate ftnancial

statements, including the schedule of
expenditures of Federal a.wards in ac-
cordance with §200.610Financial state-
ments.
(c) Promptly follow up and take cor-

rective action on audit findings, in-
cluding preparation of a. summary
schedule of prior audit findings and a.
corrective action plan in accordance
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with 1200.611Audit findings follow-up,
paragraph (b) and §200.511Audit find-
ings follow-up, paragraph (c), respec-
tively.
(d) Provide the auditor with aocess to

personnel, accounts, books, records,
supporting documentation, and other
informat1on as needed for the auditor
to perform the audit required by this
part.

1200.509 Auditor I18lection.
(a) Auditor pTQCUTement.In procuring

a.udit services, the a.uditee must follow
the procurement standards prescribed
by the Procurement Standards in
1§200.3l7 Procurement by states
through 20.326Contract provisions of
Subpa.rt 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 high-quality audits. In re-
questing proposals for a.udit services,
the objectives and scope of the audit
must be ma.de clear and the non-Fed-
eral entity must request a copy of the
audit organiu.t1on's peer review report
which the auditor is required to pro-
vide under GAGAS. Factors to be con-
sidered in eva.luatlng each proposal for
a.udlt services include the responsive-
ness to the request for proposal. rel-
evant experience, availability of staff
with profeeional qual1f1cations and
technical abilities, the results of peer
and external quality control reviews,
and price. Whenever possible, the
auditee must ma.ke positive efforts to
ut1l1ze small businesses, minority-
owned firms, and women's business en-
terprises, in procuring audit services as
stated in 1200.321 Contracting with
small and minority businesses, wom-
en's businese enterprises, and labor
surplus &reafirms, or the FAR (48CFR
part 42),as appl1cable.

(b) Restrk:tion on auditor preparing in-
direct cost proposaa. 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 a.uditee during the prior
yea.r exceeded $1 million. This restric-
tion applies to the base yea.r used in
the preparation of the indirect cost
proposal or cost allocation plan a.nd
any subsequent years in which the re-

§200.510

suIting indirect cost agreement or cost
allocation plan is used to recover costs.
(c) Use of Federal auditors. Federa.1

auditors may perfonn all or pa.rt of the
work required under thie part if they
comply fully with the requirements of
this pa.rt.

t 200.510 Financial statements.
(a) Ftnancial statements. The auditee

must prepare financial statements that
reflect its financial position, results of
operationll or changell In net assets,
and, where approprtate, cash flows for
the f'iecal yea.r audited. The financial
statements must be for the same orga-
nizational unit and fiscal yea.r that is
chosen to meet the requirements of
thill pa.rt. However, non-Federal entity-
wide financial statemente may also in-
clude departments, agencies. and other
organizational units that ha.ve separate
audits in accordance with 1200.514
Scope of audit, paragraph (a) and pre-
pare separate financia.1Iltatements.

(b) Schedule of expenditures of Federal
awards. The auditee muet also prepa.re
a schedule of expenditurell of Federal
awa.rde for the period covered by the
auditee's financial statements which
must include the total Federal awards
expended as determined In accordance
with §200.502 Basis for determining
Federal awa.rds expended. While not re-
quired, the audltee may choose to pro-
vide Informa.tion requested by Federal
awa.rdlng agencies and pass-through
entities to make the schedule easier to
use. For example, when a Federal pro-
gram has multiple Federal award
years, the auditee may list the amount
of Federal awa.rds expended for each
Federal awa.rd year sepa.rately. At a.
minimum, the schedule must:
(1) List individual Federal programs

by Federal agency. For a cluster of pro-
grams, provide the cluster name, list
individual Federal programs within the
cluster of programs. and provide the
applicable Federal agency name. For
R&D, total Federal awa.rds expended
must be shown either by individual
Federal awa.rd or by Federal agency
and major subdivision within the Fed-
eral agency. For example, the Nationa.l
Institutes or Health is a major subdivi-
sion in the Department of Health and
Human Services.
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(2) For Federal awards received as a
subreciptent, the name of the pass-
through entity and identifying number
assigned by the pass-through entity
must be included.
(a) Provide total FederaJ awards ex-

pended for each individual Federal pro-
gram and the CFDA number or other
Ident1!y1ngnumber when the CFDA in-
formation is not available. For a clus-
ter of pro~ams also prov1de the total
for the cluster.
(4) Include the total amount provided

to subrecipients from each Federal pro-
gram.
(5) For loan or loan guarantee pro-

grams described in §200.502 Basis for
determining Federal a.wards expended,
paragraph (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 ror loan or loan
guarantee programs in the schedule.
(6) Include notes that desoribe that

significant accounting pol1cles 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.26, 2013, as amendedat 79
FR75887, Dec.19,2Ol4J

f 200.511 Audit find.iDp follow·up.
(a) General. The auditee is responsible

for Collow-upand corrective action on
all audit findings. As part of this re-
sponllib1l1ty,the a.uditee must prepare
a.summary schedule of prior audit find-
l.ngs.The a.uditee must also prepare a
correct1ve action plan Cor ourrent year
audit findings. The summary schedule
of prior audit findings and the correc-
tive actton plan must Include the ref-
erence numbers the auditor assigns to
audit llndtngs under §200.516 Audit
findings, paragraph (c). Since the sum-
mary schedule may include audit tlnd-
l.ngs from multiple years, it must in-
clude the fiscal year in which the find-
ing initially occurred. The corrective
action plan and summary schedule of
prior audit findings must include tlnd-
ings relating to the tlnanclal state-
ments which are required to be re-
ported in accordance with GAGAS.
(b) SummaTY schedule of prior audit

findings. The summary schedule of

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

prior audit findings must report the
status of all audit findings inoluded in
the prior audit's schedule of findings
and questioned costs. The SUJJlIllAJ"Y
schedule must aleo include audit find-
ings reported in the prior audit's sum-
mary schedule of prior audit findings
except audit tlndingB listed as cor-
reoted in accordanoe with paragraph
(b)(l) of this section, or no longer valid
or not warranting further action in ac-
cordance with paragraph (b)(a) of this
section.

(1) When a.udit findings were fully
corrected, the summary schedule need
only list the audit findings and state
that oorrecttve action was taken.
(2) When audit findings were not cor-

rected or were only partially corrected,
the summary schedule must describe
the reasons Corthe tlnding's recurrence
and planned corrective action, and any
partial corrective action taken. When
corrective action taken is sign11loantly
different from corrective action pre-
v10usly reported in a corrective action
plan or in the Federal agency's or pass-
through entity's management decision,
the summary schedule must provide an
.explanation.
(8) When the auditee believes the

audit findings are no longer val1d or do
not warrant further action, the reasons
for this position must be described in
the summary schedule. A valid reaeon
for considering an audit finding as not
warranting further action is tha.t all of
the following have occurred:
(1) 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
llnding: and
(111)A management decision was not

issued.
(c) Corrective action plan. At the com-

pletion of the audit, the auditee must
prepare, in a document separate from
the auditor's findings described in
1200.516 Audit findings, a corrective ac-
tion plan to a.ddress each audit finding
included in the current year auditor's
reports. The corrective action plan
must. provide the name(s) oC the con-
tact person(s) responsible for correc-
tive action, the oorrective action
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planned, and the anticipated comple-
tion date. If the auditee does not agree
with the audit findings or believes cor-
rective action is not required. then the
corrective action plan must include an
explanation and specific reasons.

t 200.512 Report IlUbmiuioD.
(a) General. (1) The audit must be

completed and the data collection form
described in paragraph (b) of this sec-
tion and reporting package described in
paragraph (c) of this section must be
submitted within the earUer of 30 cal-
endar days after receipt of the audi-
tor's report(s), or nine months after
the end of the a.udit period. If the due
date falls on a Saturday, Sunday, or
Federal holiday, the reporting package
Is due the next business day.
(2)Unless restricted by Federal stat-

utee or regulatiOns, the auditee must
make copies available for publio in-
spection. Auditees and auditors must
ensure that their respective parts of
the reporting package do not include
protected personally identifiable infor-
mation.
(b)Data Collection. The FAC is the re-

poSitory of record ror Subpart F-Audlt
Requirements of this part reporting
packages and the data collection form.
All Federal agencies, pass-through en-
tities and others interested in a report-
Ing package and data collection form
must obtain it by accessing the FAC.
(1)The audrtee must submit required

data elements described in Appendix X
to Part 200-Data Colleotion Form
(Form SF-8AC), which state whether
the audit was completed in accordance
with th1e part and provides informa.-
tion about the audttee, its Federal pro-
grams. and the results or· the audit.
The data must include information
available from the audit required by
this part that is neoeeearv for Federal
agencies to use the audit to ensure in-
tegrity ror Federal programs. The data
elements and format must be approved
by OMB, available from the FAC, and
Include collections of information from
the reporting package described in
paragraph (c) of this section. A senior
level representative of the auditee
(e.g., state controller, director of fi-
nance, chief executive omcer, or cbief
financial officer) must sign a state-
ment to be included as part of the data

§200.512

collection that says that the auditee
complied with the requirements of this
part, the data were prepared in acoord-
ance with this part (and the instruc-
tions accompanying the form), the re-
porting package does not include pro-
tected person&1lyidentifiable informa-
tion, the informa.tion included in its
entirety Is accurate and complete, and
that the FAC is authorized to make the
reporting package and the form pub-
licly available on a Website.

(2) Exception fOT Indian Tribes and
Tribal Organizations. An auditee that is
an Indian tribe or a tribal organiza.tion
(as defined in the Indian Self-Deter-
mination, Education and ABBistance
Act (ISDEAA), 25 U.S.C. i50b(l» may
opt not to authorize the FAC to make
the reporting package publicly avail-
able on a Web site, by excluding the au-
thorization ror the FAC publication in
the statement described in paragraph
(b)(l) of this section. If this option is
exercised, the auditee becomes respon-
sible for submitting the reporting
package directly to any pass-through
entities through which it has received
a. Federal award and to pass-through
entities for which the summary sched-
ule of prior audit findings reported the
status of any findings related to Fed-
eral awards that the pass-through enti-
ty provided. Unless restricted by Fed-
eral statute or regulation, if the
auditee opts not to authorize publica-
tion, it must make copies of the report-
ing package available for publlc inspec-
tion.
(3)Using the information included in

the reporting package described in
paragraph (c) of this sectton, the audi-
tor must complete the appl1cable data
elements of the data collection form.
The a.uditor must sign a statement to
be included as part of the data oollec-
tion form that indicates, at a min-
imum. the source of the information
included In the form, the a.uditor's re-
sponsib1l1ty for the information, tba.t
the form is not a substitute for the re-
porting package described in paragraph
(c) of this section, and that the content
of tbe form is I1mited to the collection
of information prescribed by OMB.
(c) Reporting package. The reporting

package must include the:
(1) Financia.l statements and sched-

ule of expenditures or Federal awards
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discussed In 1200.610Financial state-
ments, paragraphs (a) and (b), respec-
tively;
(2) Summary schedule of prior audit

1lndings discussed in §200.511Audit
findings follow-up, paragraph (b);
(8) Auditor's report(s) di8Cussed in

1200.616Audit reporting; and
(4) Corrective action plan discussed

in 1200.511Audit findings follow-up,
paragraph (c).
(d) Submission to FAC. The auditee

must electronically submit to the FAC
the data collection form described in
paragraph (b) of this section and the
reporting package described in para-
gra.ph(c) of this section.
(e) Requests for management letters

is8Ued by the auditor. In response to re-
quests by a Federal agency or pa.8S-
through entity. auditees must submit a
copy of any management letters issued
by the auditor.
(f) Report retention requirements.

Auditees must keep one copy of the
data collection form desoribed in para.-
graph (b) of this section and one copy
of the reporting package described in
paragraph (c) of this section on f1.lefor
three years from t.he date of submis-
sion to the FAC.
(g) FAC responsibilities. The FACmust

make available the reporting packages
received in accordance with paragraph
(c) of this section and §200.50'7Pro-
gram-specific audits, paragraph (c) to
the public, except for Indian tribes ex-
ercising the option in (b)(2)of this sec-
tion, and maintain a data base of com-
pleted audits, provide appropriate in-
formation to Federal agenCies, and fol-
low up with known auditees that have
not submitted the required data collec-
tion forms and reporting packages.
(h) Electronic filing. Nothing In this

part must preclude electronic submis-
sions to the FAC in such manner as
may be approved by OMB.
['78 FR 78608. Dec. 36, 2013, a.s amended. at 79
FR 75887. Dea. 19. 2(14)

FEDERAL AGENCIES

1200.518 RNpoD8ibilitiea.
(0.)(1) Cognizant agency for audit re-

sponsib1l1tles.A non-Federal entity ex-
pending more than $50m111iona year in
Federal awards must have a cognizant
agency for audit. The designated cog-

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

nizant agency for audit must be the
Federal awarding agency that provides
the predominant amount of direct
funding to a non-Federal entity unless
OMB designates a specific cognizant
agency Cor audit.
(2) To provide Cor continuity of cog-

nizance, the determination of the pre-
dominant amount of direct funding
must be based upon direct Federal
awards expended in the non-Federal en-
tity's tisoal years 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

which audit cognizance is determined,
a Federal awarding agency with cog-
nizance for an auditee may reassign
cognizance to another Federal award-
ing agency that provides subetantial
funding and agrees to be the cognizant
agency for audit. Within SO calendar
days after any reassignment, both the
old and the new cognizant agency for
audit must provide notice of the
change to the FAC, the auditee, and, if
known, the auditor. The cognlzant
agenoy Cor audit must:
(I) Provide technical audit advice and

liaison assistance to auditees and audi-
tors.

(11) Obtain or conduct quaUty control
reviews on selected audits made by
non-Federal auditors, and provide the
results to other interested organiza-
tions. Cooperate and provide support to
the Federal agency deSignated by OMB
to lead a governmentwtde project to
determine the quality of single audits
by providing a statistically reliable es-
timate of the extent that single audits
conform to applicable requirements,
standards, and procedures; and to make
recommendations to address noted
audit quality Issues, including rec-
ommendations for any changes to ap-
plicable requirements, standards and
procedures indicated by the results of
the project. This governmentwide 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.
(ill) Promptly inform other affected

Federal agencies and appropriate Fed-
eral law enforcement officials of any
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direct reporting by the audi tee or its
auditor required by GAGASor statutes
and regulations.

(iv) 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. 8ignif1cant prob-
lems or quality issues consistently
identified through quality control re-
views of audit reports must be referred
to appropriate state licensing ag'enctes
and professional bodies.

(v) Advise the auditor, Federal
awarding agencies, and, where appro-
pr1ate, 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 audltee must work with
the auditor to take corrective action.
If corrective action Is not taken, the
cognizant agency for audit must notify
the auditor, the auditee, and applicable
Federal awarding agencies and pass-
through entities of the facts and make
recommendations ror follow-up aotion.
Major Inadequacies or repetitive sub-
standard performanoe by audltors must
be referred to appropriate state licens-
ing agencies and professional bodies for
disCiplinary action.

(vi) Coordinate, to the extent prac-
tical, audits or reviews made by or for
Federal agencies that are in a.ddition
to the audits made pursuant to this
part, 80 that the addltional audits or
reviews build upon rather than dupli-
cate audits performed in accordance
with this part.

(vii) Coordinate a management deci-
sion for CroBB-cuttingaudit findings (as
defined in 1200.80 Cross-cutting audit
finding) that affect the Federal pro-
grams of more than one agency when
requested by any. Federal awarding
agency whose awards are included in
the audit finding of the auditee.

(v1ii) Coordinate the audit work and
reporting responB1b1Utiesamong audi-
tors to achieve the most cost-effective
audit.

Ox) Provide advice to auditees as to
how to handle changes in fisoal years.

(b) Oversight agency for audit re-
sponslb1l1t1es.An auditee who does not
have a designated cognfza.nt agency for
audit will be under the general over-
sight of the Federal agenoy determined

§200.513

in accordance with §200.73 Oversight
agency for audit. A Federal agency
with oversight for an auditee may reas-
sign oversight to another Federal agen-
cy that agrees to be the oversight
agency for audit. Within 30 calendar
days after any reassigmnent. both the
old and the new oversight agency for
audit muat provide notice of the
change to the FAC, the auditee, and, if
known, the auditor. The oversight
agency ror audit:

(1) Must provide technical advice to
audltees and auditors as requested.

(2) May assume all or some of the re-
sponstb1l1ties normally performed by a
cognizant agency for audit.

(c) Federal awarding agency respon-
sibilities. The Federal awarding agency
must perform the following !or the
Federal awards it makes (See also the
requirements of §200.210 Information
contained in a Federal award):

(1) Ensure that audits are completed
and reports are received in a. timely
manner and in accordance with the re-
quirements of this part.

(2) Provide technical advice· and
counsel to auditees and auditors as re-
quested.

(3) Follow-up on audit findings to en-
sure that the recipient takes appro-
priate and timely corrective action. As
part of audit follow-up, the Federal
awarding ageDCYmust:

(i) Issue a management decision as
prescribed in 1200.521 Ma.nagement de-
cision;

(11)Monitor the recipient taking ap-
propriate and timely corrective action;

(iii) Use cooperative audit resolution
mechanisms (see §200.25 Cooperative
audit resolution) to Improve Federal
program outcomes through better
audit resolution, rotlow-up, and correc-
tive aotion; and

(iv) Develop a baseline, metrics, and
targets to track, over time, the effec-
tiveness of the Federal agency's proc-
ess to follow-up on audit nndtngs and
on the effeotiveness or Single Audits in
improving non-Federal entity account-
ab1l1ty and their use by Federal award-
ing agencies in making award deci-
sions.

(4) Provide OMB annual updates to
the compliance supplement and work
with OMB to ensure that the cornplf-
a.noesupplement focuses the auditor to
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test the compliance requirements most
likely to cause improper payments.
fraud. waste. abuse or generate a.udit
finding for which the Federal 'awarding
agency will take sanctions.
(6) Provide OMBwith the name of a

single audit accountable official from
among the senior policy officials of the
Federal awarding agenoy who must be:
(i) Responsible for ensuring that the

agenoy fulfills all the requirements of
paragraph (0) of this section and effec-
tively uses the single audit process to
reduce improper payments and improve
Federal proiTam outcomes.
(ii) Held accountable to improve the

effectiveness of the single audi t process
based upon metrics as described in
paragraph (c)(3)(iv) of this section.
(iii) Responsible for designa.ting the

Federal agency's key management sin-
gle audit liaison.
(6) Provide OMB with the name of a

key management single audit liaison
who must:
(i) Serve as the Federa.l awarding

agllI1cy'smanagement 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 a.udit follow-up;
1dentifYiDghigher-risk non-Federal en-
tit1es; providing input on single a.udit
and follow-up policy; eIihancing the
utility of the FAC; and studying ways
to use single audit results to improve
Federal award accountab1l1ty and best
practicee.
(iii) OVersee tra.1n1ngfor the Federal

awarding agency's program manage-
ment personnel rela.ted to the single
audit process.
(iv) 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 finding!! 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)

(v11i)Support the Federal awarding
agency's single audit accountable offi-
cial's mission.
[78FR 78608.Dec.26.2013,as &meniledat 79
FR75887.Dec.19.20141

AUDlTORS

§JOO.614 Scope of audit.
(a) General. The audit must be oon-

ducted in accordance with GAGAS.The
audit must cover the entire operations
of the audttee, or. at the optton of the
auditee, such audit must include a se-
ries of aud1ts that cover departments,
agencies, and other organizational
units that expended or otherwise ad-
ministered Federal awards during such
audit period, prov1ded that each such
aud1t must encompass the financial
statements and BChedule of expendi-
tures of Federal awards for each such
department, agency, and other organi-
zational unit. whioh must be consid-
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 statemenis, The auditor

must determine whether the financial
statements of the aud1tee are presented
fairly in all material respects in ac-
cordance with genera.lly accepted ac-
counting principles. The auditor must
also determine whether the BCheduleof
expenditures of Federal awards is stat-
ed fairly in all material respects in re-
lation to the auditee's financial state-
ments as a whole.
(c) Internal control. (1) The compli-

ance supplement provides guidance on
internal controls over Federal pro-
gTams 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 Organizations 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
sufficient to plan the audit to support
a low assessed level of control risk of
noncompliance for major programs.
(8) Except as provided ill 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 assessed level
of control risk for the assertions rel-
evant to the oomphance requirements
for each major program; and
(ii) Perform testing of internal con-

trol as planned in paragraph (c)(3)(i) of
this section.
(4) When internal control over some

or a.ll of the compliance requirements
for a major program are likely to be in-
effective in preventing or detecting
noncompliance, the planning and per-
forming of testing described in para-
graph (c)(3) or this eectton are not re-
quired for tbose compliance require-
ments. However, the auditor must re-
port a significant deficiency or mate-
rial weakness in accordance with
§200.516Audit findings, aBSees the re-
lated oontrol risk at the maximum,
and consider whether additional com-
pliance tests are required because or
ineffective internal control.
(d) Compliance. (1) In addition to the

requirements of GAGA8, 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) Tbe principal complianoe require-

ments appl1cable to most Federal pro-
grams and the compliance require-
ments of the largest Federal programs
are included in the compliance supple-
ment.
(S) For the compl1ance requtrements

related to Federal programs contaJned
in the compliance supplement, an audit
or these compliance requirements will
meet the requirements of this part.
Where there have been changes to the
compliance requirements and the
changes are not reflected in the com-
pliance supplement, the auditor must
determine the current compliance re-
quirements and modify the audit proce-
dures accordingly. For those Federal
programs not covered in the compli-
ance supplement, the auditor must fol-
low the compliance supplement's guid-
ance for programs not included in the
supplement.'
(4) The oompllanoe testing must in-

clude tests of transactions and such
other auditing procedures necessary to

§200.515

provide the auditor sufficient appro-
priate audit evidence to support an
op1nion on compl1ance.
(e) Audtt follow-up. Tbe auditor must

'follow-up on prior audit findings, per-
form procedures to assess the reason-
ableness of the summary sohedule of
prior a.udit· findingS prepared by the
auditee in accordance with §200.511
Audit Cindings follow-up paragraph (b),
and report. as a current year audit
flndtng, when the auditor concludes
that the Bummary schedule of prior
audit findings ma.terially misrepre-
sents the status of a.nyprior audit find-
ing. The auditor must perform audit
follow-up prooedures regardless of
whether a prior audit finding relates to
a major program ~ the ourrent yea.r.
en Data CoUection Form. As required

in §200.612 Report submission para-
graph (b)(S), the auditor must complete
and sign specified sections oC the data.
collection Corm.
[78 FR 78608. Dec. 26, zas. as amended at 79
FR 76887. Dec. 19. 2014]

§200.515 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. Tbe 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) a.s to whether the financial state-
ments are presented fairly in all mate-
rial respects In accordance with gen-
erally accepted accounting prinoiples
and an opinion (or disclaimer of opin-
ion) as to whether the schedule of ex-
penditures or Federal awa.rds is fairly
stated in all material respects in rela-
tion to the financial 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-
mente. This report must describe the
scope of testing of internal oontrol and
compliance and the results of the tests.
and. where applicable. it will refer to
the separate schedule of findings and
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questioned costs described in para-
graph (d) of this section.
(c) A report on compliance for each

major program and a report on internal
control over complia.nce. This report
mnst describe the scope of testing of
internal control over compl1a.nce, in-
clude an oplDJon or discla.imer of opin-
ion as to whether the a.uditee complied
with Federal statutes, regula.tions, and
the terms a.nd conditions of Federal
awards which oould have a direct a.nd
material effect on each major prOlJram
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 summary of the auditor's re-

sults, which must include:
(1) The type of report the auditor

issued on whether the financial state-
ments audited were prepared in accord-
ance with GAAP (i.e., unmodified opin-
ion, qual1f1edopinion, adverse opinion,
or disclaimer of opmion);
(U)Where applicable, a statement

about whether significant deficiencies
or material wea.knesses in internal con-
trol were disolosed by the audit of the
financial statements;
(111)A statement as to whether the

audit disclosed any noncomplia.nce
that is material to the financial state-
ments of the auditee;
(rv) Where a.pplicable, a statement

about whether significant deficiencies
or material weaknesses in internal con-
trol over major programs were dis-
closed by the audit;
(v) The type of report the auditor

issued on compl1a.nce for major pro-
grams (I.e., unmodified opinion, quali-
fied oplDJon, adverse opinion, or dis-
claimer of opinion);
(vi) A statement as to whether the

audit disclosed any audit findings that
the auditor Is required to report under
§200.516Audit findinIJSparagraph (a);
(vii) An identification of major pro-

grams by listing each individual major
program; however in the case of a clus-
ter of programs only the cluster name
as shown on the Schedule of Expendi-
tures of Federal Awards is required;
(viii) The dollar threshold used to

distinguish between Type A and Type B
programs, as described in §200.518

2 CFRCh. n 0-1-15 Edition)

Major program detennination para-
graph (b)(I), or (b)(3) when a recaloula-
non of the Type A threshold is re-
quired for large loan or loan guaran-
tees; and
(ix) A statement as to whether the

a.uditee qual1fied as a low-risk auditee
under §200.520Criteria for a low-risk
auditee.
(2) Findings relating to the financial

statements which are required to be re-
ported in acoordance with GAGAS.
(3) Findings a.nd questioned costs for

Federal awards which must include
audit findings &8 defined in §200.516
Audit findings, paragraph (a).
(1) Audit findings (e.g., internal con-

trol findings, compliance findings,
questioned costs, or fraud) that relate
to the same issue must be presented as
a single audit finding. Where practical,
audit findings should be organized by
Federal agency or pass-through entity.
(11) Audit findings that relate to both

the finanoial statements and Federal
awards, as reported under paragraphs
(d)(2) and (d)(3) of this seotion, respec-
tively, must be reported in both sec-
tions of the schedule. However, the re-
porting in one section of the schedule
may be in summary form with a ref-
erence to a detailed reporting in the
other section of the schedule.
(e) Nothing in this part precludes

oombining of the audit reporting re-
quired by this section with the report-
ing required by §200.512Report submis-
sion, paragraph (b) Data Collection
when allowed by GAGAS and Appendix
X to Part 200--Data Collection Form
(Fonn SF-SAC).
[78 FR 7lI6Ilti,Dec. 26, 2013, as amended at 79
FR 76887,Dec. 19, 2014]

t 200.616 Audit findinp.
(a) Audit findings reported. The audi-

tor must report the following as audit
findings in a schedule of findings a.nd
questioned oosts:
(1) Significant defiCiencies and mate-

rial weaknesses in internal control
over major programs and slgnifica.nt
instances of abuse relating to major
programs. The auditor's determination
of whether a deficiency in internal con-
trol is a signifloant deficiency or mate-
rial weakness for the purpose of report-
ing an audit finding is in relation to a
type of compliance requirement for a

186

ATT ACHM ENT . .Q__....._.
PAGE ••..1lQ. OF ••.~~ .. PAGES



OMI Guidance

major program identified in the Com-
pliance Supplement.
(2) Ma.terial noncompliance with the

provisions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awards related to a major pro-
gram. The auditor's determina.tion of
whether a.noncompliance with the pro-
visions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awaros Is material for the pur-
pose of reporting an audit finding is in
rela tion to a type of compliance re-
quirement for a major program identi-
fied in the compliance supplement.
(3) Known questioned costs that are

greater than S25.000 for a type of com-
pliance requirement for a major pro-
gram. Known questioned costs are
those specifically identified by the
auditor. In evaluating the effect of
questioned costs on the opinion on
compliance, the auditor considers the
best estimate of total costs questioned
Oike1y questdoned costs), not just the
questioned costs speCifically ident11led
(known questioned costs). The auditor
must also report known questioned
costs when Ukely questioned costs are
greater than $25,000 for a type of com- .
pliance requirement for a major pro-
gram. In reporting questioned costs,
the auditor must include information
to provide proper perspective Corjudg-
ing the prevalence and consequences of
the questioned oosts.
(4) Known questioned costs that are

greater than S25,OOO for a Federal pro-
gram which is not audited as a major
program. Except for audit follow-up,
the auditor is not required under this
part to perform audit prooedures for
such a Federal program; therefore, the
auditor w11l normally not find ques-
tioned costs for a program that Is not
audited as a major program. However,
if the auditor does become aware of
questioned costs for a Federal program
that is not audited as a ma.jor program
(e.g., as part of audit follow-up or other
audit procedures) and the known ques-
tioned costs are greater than $25,000,
then the auditor must report this as an
audit finding.
(5) The circumstances concerning

why the a.uditor's report on compliance
for each major program is other than
an unmodified opinion, unless such cir-
cumstances are otherwise reported as

§200.516

audit findings in the schedule of find-
Ings and questioned costs for Federal
awards.
(6) Known or likely fraud affecting a

Federal award, unless such fraud is
otherwise reported as an audit finding
In the schedule of findings and Ques-
tioned costs for Federal awarde. This
paragraph does not require tbe auditor
to report publicly information which
could compromise investigative or
legal proceedinge or to make an addi-
tional reporting when the auditor con-
firms that the fraud W88 reported out-
side the auditor's reports under the di-
rect reporting requirements of GAGAS.
(7) Instances where the results of

audit follow-up procedures disclosed
that the summary scbedule of prior
audit findings prepared by the auditee
in accordance with 1200.511 Audit find-
ings follow-up, paragraph (b) materi-
ally misrepresents the status of any
prior audit finding.
(b) Audit finding detail and clarity.

Audit findings must be presented in
sufficient detail and clarity for the
auditee 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, 88 applicable, in
audit findings:
(1) Federal program and specific Fed-

eral award identification including the
CFDAtitle and number, Federal award
identtncatlon number and year, name
of Federal agency, and name of the ap-
plicable pass-through entity. When in-
formation, such as the CFDA title and
number or FederliJ award identification
number, is not avallable, the auditor
must provide tbe best information
available to describe the Federal
award.
(2) The criteria or specific require-

ment upon whicb the audit finding is
based, including the Federal statutes,
regulations, or the terms and condi-
tdons of the Federal awards. Criteria
generally iQ,entify 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 a.s a ba.sis for recommenda-
tions for corrective action.

(S) The poll8ible a.sserted effect to
provide sufficient information to the
auditee and Federal agency, or pass-
throu&'h entity in the ca.se of a sub-
reoipient, to permit them to determine
the cause and effect to Cacilitate
prompt and proper corrective action. A
statement of the effect or potential ef-
fect should provide a clear, logical link
to establish the impact or potential
impact of the difference between the
condition and the criteria.

(6) Identification of questioned costs
and how they were computed. Known
questioned costs muat be ident1fted by
applicable CFDA number(s) and appli-
cable Federal award identification
number(s).

(7) Information to provide proper per-
speotive for judging the prevalence and
consequences of the audit findings,
such as whether the audit findings rep-
resent an isolated instance or a sys-
temic problem. Where appropriate, in-
stances identified must be related to
the universe and the number or cases
examined and be qtlB.ntifiedin terms of
dollar value. The auditor should report
whether the sampling was a statis-
tically val1d sample.

(8) Identification of whether the
audit finding was a repeat or 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.

(0) 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.S12
Report submtssfon, paragraph (b) to
allow for easy referencing of the audit
findings during follow-ttp.

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

1200.617 Audit documeniatioD.
(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 auditee, unless the auditor is noti-
fied in writing by the cognizant agency
Cor audit, overs1ght &g8Jlcyfor audit.
cogn1za.ntagency for 1ndirect costs. or
pass-through entity to extend the re-
tention pertod. When the auditor is
aware that the Federal agency. pass-
through entity, or auditee 1s con-
testing an audit finding, the auditor
must contact the parties contesting
the audit finding for guidance prior to
destruction of the audit documentation
and reports.

(b) Acces3 to audit documentation.
Audit documentation must be made
available upon request to the cogniza.nt
or oversight agency for audit or Its des-
ignee. cognizant agency for 1ndirect
cost, a Federal agency, or GAOat the
completion of the audit, as part of a
qua11ty review, to resolve audit find-
ings, or to carry out oversight respon-
sibilities consistent with the purposes
of this part. Access to audit docu-
mentation includes the right of Federal
agencies to obtain copies of a.udit docu-
mentation, as Is reasonable and nec-
essary.

1200.618 Major P1'OIl'aDI determina-
tion.

(a) General. The a.uditor must use a
risk-based approach to determine
which Federal programs are major pro-
grams. This risk-based approach must
1nclude(}ons1deratlon of: current and
prior audit experience. overs1ght by
FederaJ 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 Feder&l programs,
which must be labeled Type A pro-
grams. Type A programs are defined as
Federal programs with Federal awards
expended during the a.udit period ex-
ceeding the levels outlined in the table
in this paragraph (b)(l):
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TOllII Federal ewanls "".
pended

Equal 10 or 0lIElMd $7SO,ooo
bIA _ than or lIquallD
$25 rRIlon.

Exceed $25 m1110nbUt foal
than or ~I to $100 mi-
lion.

Exceed $100 milan bUtIe"
than or 8qua/1o $1 billion.

Exceed $1 ~ion but Ie••
Ihan or etJIOI to $10 bilion.

Exceed $10 -. bul_
lhan or eqlMI to $20 bIIIon.

Exceed $20 _ .......••.. _•._

S750.ooo.

TOIaI -..01 awaros ex·
pended _ .03.

SS million.

T""'I Federal award.n·
pended _ .003.

$30 rriIIion.

Tollli Fede ••• _rd. ex·
pended _ .0015.

(2) Federal programs not labeled
T'ype A under paragraph (b)(l) of this
section must be labeled Type B pro-
grams.
(3) The inclusion of large loan and

loan guarantees (loans) must not result
in the exclusion or other programs as
Type A programs. When a FederaJ 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 FederaJ program providing
loans if the value ol Federal awards ex-
pended for loans witbln the program
comprises fifty percent or more of the
total FederaJ awards expended lor the
program. A cluster of programs is
treated as one program and the value
of FederaJ a.wards expended under a
loan program is determined as de-
scribed in §200.502Basis lor deter-
mining Federal awards erpended.
(4) For biennial audits permitted

under §200.504Frequency or audits, the
determmatlon of Type A and Type B
programs must be based upon the Fed-
eral awards expended during the two-
year period.
(c) Step two. (1) The auditor must

identifY Type A programs which are
low-risk. In making this determina-
tion. the auditor must consider wheth-
er the requirements in 1200.519Criteria
for Federal program risk paragraph (c),
the results of audit follow-up, or any
changes in personnel or systems affect-
ing the program indicate significantly

5200.518

increased risk and preclude the pro-
gram trom being low risk. For a Type
A program to be considered low-risk, it
must have been a.udited as a major pro-
gram in at least one of the two most
recent audit periods (in the most re-
oent audit period in the case of a bien-
nial audit). and, in the most recent
audit period. the program must have
not had:
(1) Internal control deficienoies

which were identified as material
weaknesses in the a.udltor's report on
internal control for major programs as
required under §200.515Audit report-
ing, pa.ra.graph(c);
(11)A modified opinion on the pro-

gram in the auditor's report on major
programs as required under §200.515
Audit reporting, paragraph (c); or
(iii) Known or likely questioned costs

that exceed five percent of the total
Federal awards expended for the pro-
gram.
(2) Notwithstanding paragraph (0)(1)

of thiB section, OMB may a.pprove a
Federal awarding agency's request that
a Type A program may not be consid-
ered low risk for a. certain recipient.
For example, it may be necessary for a
large Type A program to be audited &8

a. major program each year at a par-
ticular recipient to allow the Federal
awarding agency to oomply with 31
U.S.C. 3515. The Federal awarding
agency must notify the recipient and,
if known, the a.uditor of OMB's ap-
proval at least 180calendar days prior
to the end of the fiscal year to be au-
dlted.
(d) Step three. (1) The auditor must

Identify Type B progralIlJl which are
high-risk using professional judgmen t
and the criteria in 1200.519Criteria for
Federal program risk. However, the
auditor Is not required to Identify more
high-risk Type B programs than at
leallt one fourth the number ol low-rlsk
Type A programs Identified as tow-rtsk
under Step 2 (paragraph (c) ol this sec-
tion). Except lor known materiaJ weak-
ness in internal control or compliance
problems as discussed in §200.519Cri-
teria for Federal program risk para-
graphs (b)(I), (b)(2), and (0)(1), a single
criteria in risk would seldom cause a
Type B program to be considered bigh-
risk. When Identifying which Type B
programs to risk assess, the auditor is
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encouraged to use an approaoh which
provides an opportunity for different
high-risk Type B programs to be au-
dited as major over a period of time.
(2)The auditor Is not expected to per-

form risk assessments on relatively
small Federal programs. Therefore, the
auditor is only required to perform risk
assessmenta on Type B programs that
exceed twenty-five percent (0.25)of the
Type A threshold determined in Step I
(paragraph (b) of this section).
(e) Step four. At a minimum, the

auditor must audit all of the following
as major programs:
(1) All Type it.. programs not identi-

fied as low risk under step two (para-
graph (c)(I) of this section).
(2)All Type B programs Identified as

high-risk under step three (paragraph
(d) of this section). '
(3) Such additional programs as may

be necessary to oomply with the per-
centage of coverage rule discussed In
paragraph (0 of this section. ThIs may
require the auditor to audit more pro-
grams as major programs than the
Dumber of Type A programs.
(f) Percentage of coverage rule. If the

auditee meets the criteria 1Il §200.520
Criteria for a low-risk audltee, the
auditor need only audIt the major pro-
gra.ms identified 1Il Step 4 (paragrapl!
(e)(I) and (2) of this section) and such
additIonal Federal programs with Fed-
eral awards expended that, in a.ggre-
gate, all major ~ograms encompass at
least 20 percent (0.20)of total Federal
awards expended. Otherwise, the aud1-
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, 1Ilaggregate, all
major progra.ms encompass at least 40
percent (0.40)of total Federal awards
expended.
(g) Documentation of risk. The auditor

must include 1Il the audit documenta-
tion th~ risk analysis process used In
determ1Illng 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 m applying the risk-based ap-
proach to determine major programs
must be presumed correct. Challenges
by Federal agencies and pass-through

2 CFRCh. II (1-1-16 Edition)

entItles must only be for clearly im-
proper use of the requirements In this
part. However, Federal agencies and
pass-through entitlss may provide
auditors guidance about the risk of a
particular Federal progra.m and the
audttor must consider this guidance in
determining major programs in audits
not yet completed.
[78 FR 786Oll,Dec. 26, 2013,&8 ameuded at 79
FR 7S88'1. Dec. 19. 2014]

I200JlI9 Criteria for Federal p...-ramrisk. -- •...

(a) General. The auditor's determina-
tion should be based on an overall eval-
uation of the risk of noncompliance oc-
curring that could be material to the
Federal program. The auditor muat
consider criteria, such as described 1n
paragraphs (b), (c), and (d) of this sec-
tion, to identify risk in Federal pro-
gra.ms. Also, as part of the risk anal-
ysis, the auditor may wish to discuss a
particular Federal program with
auditee management and the Federal
agency or pass-through entity.
(b) Current and prior audit experience.

(1)Weaknesses 1IlInternal control over
Fsderal programs would Indicate high-
er risk. Consideration should be given
to the control environment over Fed-
eral progr&ms and such factors as the
expectation of management's adher-
ence to Federal statutes, regulations,
and the terms and conditiona of Fed-
eral awards a.nd the competence and
experience of personnel who administer
the Federal programs.
(1) A Federal program a.dm1Ilistered

under multiple internal cont.rol struc-
tures may have higher risk. When as-
sessing risk in a large single audit, the
auditor must consider whether weak-
nesses ate isolated 1Il a single oper-
ating unit (e.g., one college campus) or
pervasive throughout the entity.
(11)When s1gn1f1cantparts of a Fed-

eral program are passed through to
subreclp1ents, a wea.kBystem for mom-
toriIlg subrecipients would indicate
higher risk.
(2) Prior audit findings would indi-

cate higher risk, particularly when the
situations identified in the audit find-
ings could have a significant impact on
a Federal program or have not been
corrected.
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(3)Federal programs not recently au-
dited as major programs may be of
higher risk than Federal programs re-
cently audited a.s major programs with-
out audit f"lndings.
. (c) Overnght ereraised. by Federal agen-

cies and pass-through entities. (1) Over-
sight exeroised by Federal agenoies or
pass-through. entities could be used to
assess risk. For example, recent moni-
toring or other reviews performed by
an oversight entity that disclosed no
significant problems would indicate
lower risk, whereas monitoring that
disclosed significant problems would
indicate higher risk.
(2) Federal agencies, with the concur-

rence of OMl3, 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 na.ture of a Federal pro-
gram may indicate risk. Consideration
should be given to the complexity of
the program and the extent to which
the Federal program contracts for
goods and services. For example, Fed-
eral programs tha.t disburse funds
through third party contracts or have
eligibility criteria may be of higher
risk. Federal programs primarily in-
volving staff payroll costs may have
high risk for noncompliance with re-
quirements of 1200.430 Compensation-
personal servioes, but otherwise be at
low risk.

(2) The phase of a Federa.l program in
its Ufe cyole at the Federal agency
may indicate risk. For example, a new
Fedsral 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 inorease
risk.
(3) The phase of a. Federal program in

its life oycle at the auditee may indi-
ca.te risk. For example. during the first
and last years that an auditee partici-
pates in a Federal program, the risk
ma.y be higher due to start-up or close-
out of program activities and staff.
(4) Type B programs with larger Fed-

eral awards expended would be of high-
er risk than programs with substan-

§200.520

tially smaller Federal awards ex-
pended.

§200.520 Criteria for a low·risk
auditee,

An auditee that meets all of the fol-
lowing conditions for each of the pre-
ceding two audit periods must qualify
as a low-risk auditee and be eligible for
reduced audit coverage in accordance
with §200.518 Major program deter-
mination.
(a) Single audits were performed on

an annual basis in accordance with the
provisions of thIs Subpart, including
submitting the data oollection form
and the reporting package to the FAC
within the timeframe specified in
1200.512 Report submission. A non-Fed-
eral entity that has biennial audits
does not qualify as a low-risk auditee.

(b) The auditor's opinion on whether
the f1nancial statements were prepared
In accordance with GAAP. or a basis of
accounting required by state law. and
the auditor's in relation to opinion on
the schedule of expenditures of Federal
awards were unmod1lled.
(c) There were no dellcienciee in in-

ternal control which were identified as
material weaknesses under the require-
ments of GAGAS.
(d) The auditor did not NUlOrta sub-

stantial doubt about the auditee'B abj}-
ity to continue as a going concern.
(e) None of the Federal ProgT8Jl1Bhad

audit findings from any of the fol-
lowing In ei ther of the preceding two
audit periods in which they were classi-
fied as Type A programs:

(1) Internal control deficiencieB that
were identified as matsrial weaknesses
in the auditor's report on internal oon-
trol for major programs as required
under §200.515 Audit reporting, para-
graph (c);
(2) A modified opinion on a major

program in the a.uditor's report on
major programs as required under
§2OO.515 Audit reporting, paragraph (c);
or
(3) Known or likely 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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1200.521

MANAGEMENT DSC[SIO:NS

§200.521 Management decision.

(a) General. The management deci-
sion must clearly state whether or not
the audit flnd1llg Is susta1ned, the rea-
sons for the decision, and the expected
auditee action to repay disa.liowed
costs, ma.ke financial adjustments, or
take other action. If the auditee has
not completed corrective action, a
timetable. for follow-up should be
given. Prior to iSSuing the manage-
ment deolsion, the Federal agency or
pass-through entity may requeet addi-
tional information or documentation
from the &udltee, Including a request
for auditor assurance related to the
documentation, &8 a way of mitigating
disallowed costs. The management de-
cision should describe a.ny appeal proc-
ess available to the auditee. While not
required, the Federal agency or p&8S-

through entity may also issue a man-
agement deotsion on findings relating
to the tln8.l1cia1 statements which are
required to be reported in accordance
withGAGA8.
(b) Federal agency. As provided in

§200.513 Responslb1l1tles, paragraph
(a)(7), the cognizant agenoy for audit
must be responsible for coordinating a
management decision for audit tlnd-
ings that affect the programs of more
than one Federal agency. As provided
in i200.513 Responsibilities, paragraph
(c)(3), a Federal awarding agency is re-
sponsible for Issuing a ma.na.gement de-
otston for findings that relate to Fed-
eral awards it makes to non-Federal
entities.

(0) Pass-through entity. As provided in
1200.331 Requirements for p&88-through
entities, paragraph (d), the paes-
through entity must be responsible for
issuing a management decision for
audit findings that relate to Federal
awards it makes to subrecipients.
(d) Time requirements. The Federal

awarding agency or pass-through enti-
ty responsible for i~uing a ma.nage-
ment deoision must do so within six
months of acceptance of the audit re-
port by the FAC. The auditee must ini-
tiate and proceed with corrective ac-
tion as rapidly as possible and correc-
tive aotion should begin no later tha.n
upon receipt of the audit report.

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

(e) Reference numbers. Ma.nagement
decisions must 1nclude the reference
numbers the auditor assigned to each
audit finding in accordance with
§200.516 Audit findings paragraph (c).

ApPJl:NDIXI TO PART 200-FULL TExT OF
NOTICE OF FuNDING OPPORTUNITY

The tull text of the notice of funclJ.J1gOP-
portun1ty Is organized in eectaoas. The re-
quired format outlmed In this appendix indl-
catell lmme41a.tely follow1llg the title of each
eeetlon whether that eeotion Is required in
every announcement or Is a Federal a.wazd-
~ ll&'encyoption. The ronna.t Is de8Jped 80
tha.t slmUax types of lnformll.tion will appea.r
in the aame sections in announcemente or
different Fedll1'&lfunding opportunities. To-
ward that end, there Is text in each of the
followin&'sectiODl!to describe the types of in-
forma.tion that a. Federal a.wa.rd1ngagency
would include in that eecnoa oC a.n actual
announoement.
A Federal a.wa.rd1ngagency tha.t wishes to

include iJJ.!ormation that the rOl'lIlllotdoes not
spec1tlcally d18euasmay addreall that Bubject
in wha.tever section(s) ill most appropriate.
For elUUllple,if a Federal a.warding agency
cnooses to addre88 performance &'oal8m the
announcement. it might do BOm the flDld1ng
opportunity descriptiOll, the application con-
tent, or the reponln&' requirements.
Similarly, when this format calla for a.

type of mformation to be m a partioulAr sec-
tion, a. Federal awa.rd1ng a.gency wiIlh1ng to
addres8 that subjeot in other sectioDl! may
elect to repea.t the informa.tion in those 88C-
tiODl!or WlBcrosa references between tbe sec-
tiODl!(there should be hyperl1nks for crOBB-
references m a.ny elsctronic verB1oDl!oC the
announcement). For ua.mple, a. Federa.l
awardiug agency ma.y wa.nt to mcillde Sec-
tion A iJJ.!orma.tionabout the typea of non-
Federal entities who are eligible to apply.
The format Bpeoitles a etandard looatioD for
that informa.tion In Section C.l but does DOt
preclude repeating the informa.tion in Sec-
tlon A or creating' a Cl'088 reference between
Section A a.nd C.1, as long as a potential ap-
pllca.nt can f1nd the information quickly and
e8llily from the standard loca.tion.
The seotions of the full text of the an-

nouncemsnt are described in the following
ps.ragra.phs.

A. PRoGRAM DKBCRIPl'ION-Ri:QUIRED

Thill section contains the full protrrll.D1de-
acription of the funding opportWlity. It may
be 8lI long 8lI needed to adequately commu-
nicate to potential a.pplicants the area.a in
which funding may be provided. It describes
the Federal awa.rd1ngagency's funding prior-
ities or the technical or focus a.rea.sin which
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the Federal awa.rd1ngagency inteitds to pro-
vide as~ce. As appropriate. It m&y In-
clude any program history (e.g., whether this
Is a new program or a new or changed area of
program emphasls). Tb1a section may com-
municate indicators of lluccellIIfulprojecte
(e.g., if the program encourages coll&bo-
ratlve efforts) and may include examples of
projeots that have been funded previously.
This section also may inolude other informa-
tion the Federal awarding agency deems nee-
eeeary, and must at a minImum Include cita-
tions Cor authorizing statutes and regula-
tions for the funding opportunity.

B. FEDDAL AWAJID INFORMATION-REQUIRED

This section provides sufnc1ent informa-
tion to help an applicant make an Informed
deCision about whether to submit a propos&l.
Relevant inform&tion oould include the total
amount of funding that the Federal awarding
agency expeots to a.ward through the an-
nouncement; the antiolpated number of Fed-
eral awards; the expected amounts of indi-
vidual Federal awards (which may be a
range); the amount of funding per Federal
a.ward. on average, experienced in previous
years; and the antiCipated start dates and
periods of performance for new Federal
awards. ThIs section also should addreea
whether appUcations for renewal or sup-
plementation of existing projects are eligible
to compete with appUcations for new Fed-
eral awards.
This section also must indicate the type(s)

of assistance Instrument (a.g., grant, oooper-
ative agreement) that may be awarded If ap-
plications are suocessful. If cooperative
agreements may be awarded. this aection ei-
ther should deacribe the "subetantlal in-
volvement" that the Federal awarding agen-
cy expects to have or should reference where
the poteDtlal applicant can find that infor-
mation (e.g., in the funding opportunity de-
scription in A. Program De8crlptlon--Re-
quired or Federal award administration in-
formation In Bection D. Application and
Bubmi88lon Information). If procurement
contracts also may be awarded, this must be
stated.

C. ELIGmn.JTY INFORMATION

This section a.ddresses the consideratione
or factors that determine applie&nt or a.ppl!-
cation el1gib1l1ty. ThIs includee the el1g1-
blUty of pa.rtlcular types of applicant organl-
zatlODS,any factors affecting the el1g1b1l1ty
of the prinCipal investigator or project direc-
tor, and any criteria tha.t make particular
projeotl! ineUgible. FedeJ'al agencies should
make clea.r whether an applicant's failure to
meet an ·ellglbility criterion by the time of
an a.ppl1cation deadUne will reeult in the
Federal awardlng agency returning the ap-
plication without review or, even though an
applloa.tion may be reviewed. will preclude

pt_200, App. I

the Federal awarding agency from mald..ng a.
Federal award. Key elementl! to be a.ddreeaed
are:

1. Eligible Applicant.!-Requlred. Announce-
mentl! must clearly identifY the types of en-
tities tha.t are el1g1bleto apply. If there are
no restriotions on el1g1b1l1ty, this section
may simply indioa.te that all potential appli-
cants are eligible. If there &farestrictions on
el1gib1l1ty, it Is important to be clear &bout
the specl11c types of entities that &fe el1g1-
ble. not just the typo that are ineligible.
For example, If tbe program Is limited to
nonprofit organizations subject to 36 U.S.C.
501(c)(3)of tbe t&x code (28 U.S.C. 501(c)(8».
the announcement should say BO. S1m1larly.
it is better to state explicitly that Native
Amerloa.n t..'"ib&lorganizations are 6ll81ble
than to 8.8Ilumethat they oa.nI1II&JIlbl.guously
infer that fl'om a statement that nonprofit
organizations may a.pply. EUrib1l1ty also can
be expressed by exception. (e.g., open to all
types of domestic applicants other than indi-
viduals). Th18 section should refer to any
portion of Section D specIfYing dooumenta-
tlon that must be submitted to support an
eligibility determination (e.g., proof of
501(c)(8)status as determined by the Internal
Revenue Service or an authorilling tribal res-
olution). To the e~tent that any fuDding re-
striction in Section D.e CoUldaffect the ell-
g1bll1ty of an applicant or project. the an-
nouncement must either restate that restric-
tion In this IIBction or provide a cross-ref-
erence to itl! deecriptioD in Section D.e.

2. Cod Sharing or Matching-Required. An-
nouncements must state whether there Is re-
quired coat sha.ring, match1n&', or COBtpar-
ticipation without which an a.ppl1oatlon
would be ineligible (If cost 8h&r1ngIs not re-
quired, the announcement must explicitly
say so). Required cost sha.ring may be a. cer-
tain percentage or amount, or may be in the
form of contributioJl8 of specified items or
a.ctlvitiea (e.g., provision of equipment). It 1&
important tha.t the announcement be clear
about any restrictions on the typea of cost
(e.g., in-kind contributions) that are aooept-
a.bIeas coat 8ha.rlng.Cost Ilharing as an eligi-
bility orIterion includes requlrementl! based
in statute or regulation. as deecribed in
1200.806Cost sharing or matching of this
Part. Th18 section should refer to the appro-
priate portiones) of section D. Application
and Submission Information 8tat1Dgany pre-
award requirements for submission of letters
or other documentation to verity commit-
mentl! to meet cost-sharing requirements If a
Federal award Is made.

3. Other-Requjred., jf appljoable. If there are
other eligibility orIteria (I.e.• criteria tha.t
have the effect of making an a.pplie&tion or
project Ineligible for Federal awards, wheth-
er referred to as "rBllJ)llnsiveness" orIteria,
"go-no go" criteria, "threshold" criteria, or
In other wa.ys), must be clearly stated and
must include a reference to tbe regulation of

193
DATTACHMENT _ •••_ ••_ ••_.

PAGE . !~_J.__OF ~.~~_ PAGES



pt. 200, App.1

requirement tha.t dellcribes the restriction,
lUIappl1cable. For ezample, if entities tba.t
have been found to be in violation of a par·
tlcular Federal .tatute are inel1g1ble, It Is
importa.nt to u.y so. This section mUllt al80
state any limit on the number DCa.ppl1ca·
tions an applicant may submit under the an-
nouncement and make clear whether the
l1mitation la on the submitting organ1z&tion,
individual inveatig&torIprog1'llJIldirector', or
both. Thla section should &lao &ddreas any
el1g1billty criteria ror beneficiaries or Cor
program partlolptUlts other than Federal
award recipients.

D. APPLICATION AND SUBMISSION INFOllMATION

1. AddrU8 to Requut Application Packllofll'-
Required. Potential applicants must be told
how to get &ppl1cation forms, kits. or other
materia.l.&needed to &Pply (IC th18 announea-
ment contalnll everything needed, this sec-
tion need only aa.y so). AIl Internet address
where the materi&l8 can be accell8Bd IB ac-
ceptable. However, s1nce high-speed Internet
a.ccesa la not yet unlverea.lly &va.ll&ble{or
downloading documents, and appl1cants may
have additional acosBBibWty reQuirements.
there also should be a way Corpotentlal ap-
pl1cante to request paper coplea of materla18.
BUch lUIa U.S. Poeta.l Service mailing ad-
dreee, telephone or FAX number, Telephone
Device for the Deaf (TDD), Text Telephone
(TTY) number, and/or Federal Information
Relay Service (FIRS) number.

2. Content and Form of Application Submis·
stan-Required. Th1a section must identify
the required content of an appl1catlon and
the fOrmllor formate th&t an &pplicant must
use to submit It. If any rBQulrements are
stated elsewhere because they are general reo
quirements tba.t apply to multiple programs
or funding opportunities, tbia section should
refer to where tboIle requirements may be
found. ThIs section &lao should inolude reo
qulred Corms or formats lUIpart of the an·
nouncement or etate where the applicant
may obtaln them.
This section should specifically address

content and form or Cormat requirements
Cor:
I. Pre·&ppllcationa. letter8 of intent. or

white papers reQuired or encouraged (see
Seotion D.4), Including any limitations on
the number of pa&'esor other formatting reo
qulrements aImilar to those for Cull&ppllca-
tions.
11.The application lUIa whole. For all Bub-

.mtastons, this would Include any limitations
011 the numbar oC pages, rant ala and type-
face, margine, paper a1ze, number of coplee,
and sequence or &lI88JIlblyrequirements. If
electronic subm18llion la permitted or re-
quired, this could Inolude apec1al require-
ments for forma.tttng or 8lgna.turee.
ill. Component pieces oC the appl1cation

(e.g.. if all copiee of the application must
bear origlnal signatures on the race page or

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

the program narrative ma.y not exceed 10
pa.ges). Th1a includes any pieces that may be
6ubmltted separately by third partiss (e.g.,
references or letters confirming commit-
mente from third partiea that will be eon-
trlbutlng a portion of any required cost shar·
ing).
Iv. Informa.tion tba.t Buccesaful applicants

must BUbmit after notiftoation of Intent to
make a.Federal award, but prior to a Federal
award. Th1a could Include evidence DCcom-
pllanos with requirements relating to human
subjeots or Information needed to comply
with the National Environmental Policy Act
(NEPA) (42U.S.C. 4321-437Oh).
S. Unique entittl identifier and SyBtem fOT

AwaTd Management (SAM)-Required.
Th1a paragra.ph mut state olearly that

ea.oh appl10ant (unl8BBthe applicant la an In-
dividual or Federal awa.rd1ngagency that la
excepted !rom those requirements under 2
CFR 125.110(b)or (c), or has an exoeption ap-
proved by the Federal aW&rdlng agency
undsr a CFR 125.110(d»is required to: (1) Be
registered in SAM before submitting its ap-
plication; (Ii) provide a.a valld unique entity
identiller in Its application; and (ill) con-
tinue to maintain an active SAM reg1Stra.-
tion with current information at all times
during which it has an active Federal award
or an application or pl&nunder coneider&tion
by a Federal awarding agency. It &leomust
state th&t the Federal awa.rd1ngagency may
not make a Federal award to an applicant
until the appl1cant has complied with all ap-
plicable unique entity IdentUler and SAM reo
Qulrements and, if an applicant has not fully
complied with the requlrementa by the time
the Federal awarding agency is ready to
make a Federal award, the Federal &ward1ng
agency may determine that the applicant Is
not qual1fied to receive a Federal award and
use that determiJlatioll &6 a be.slafor making
a F'ederal award to another appl1ca.nt.
4. SubInl.uion Datu and Times-Required.

Announcements must Identify due datas and
times Cor all Bubmissions. Th1a includes not
only the full applloatlone but al80 any pre-
l1m1nary Bubmlsslons (e.g., letters of intent.
white papers. or pre-appllcations). It also in-
eludes any other submlseloll8 of infonnation
before Federal award that are separate from
the Cull appl1catlon. If the fUnding oppor-
tunity la a general announcement that is
open for •. period of time with no spectno doe
datea Cor applloatione, th18 Bection should
sa.y BO.Note that· the infonnation on dat.ea
th&t is included in this eeot1on also must ap-
pear with other overview information in &10-
c&tion preceding the full text of the an-
nouncement (see 1200.203Notices of funding
opportunities of this Part).
Each type of BUhm1selonshould be des-

ignated lUIencouraged or required and, If reo
qulred, any deadline date (or dates, if the
Federal awarding agency pla.ns more than
one cycle of application subrmasion, review,
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a.DdFederaJ award II.Dderthe announcement)
should be specified. The announcement must
state (or provide a reference to another docu-
ment that states):
1. Any deadline ill terms oCa date and local

time. If the due date Wis on a Saturday,
Sunday, or Federal holiday, the reporting
pe.ckage Is due the next busrness day.
ii. What the deadline means (e.g., whether

It Ie the date and time by which the Federal
awarding agency must receive the applica-
tion, the date by whlch the application must
be postmarked, or something else) and how
that depends, If at all, on the submlesion
method (e.g., man, eleotronic, or personal!
courier delivery).
iii. The effect of mlesing a deadline (e.g.,

whether late appllcatlons Are neither re-
viewed nor considered or are reviewed and
considered under Bornscircumstances).
Iv. Bow the receiving Federal omce deter-

mines whether an a.ppl1cation or pre-appl1ca-
tion has been submitted before the deadline.
Tb1s Includes the form of acceptable proof of
ma.U1ngor aystem-generated documentation
or receipt date and time.
ThIs section aJso may illdicate whether,

when, and in what form the applicant w1llre-
ceive an &Cknowledgement of receipt. Tb1s
inform&tlon should be dleplayed ill waYllthat
will be ll88Y to understand and use. It can be
dlmcult to extract all needed information
trom narrative paragra.pbs, even when they
are well wrttten. A tabular form for pro-
viding a Il11lDJIlal'Yof the information may
help applicants for BOrneprOgnLDllIand gtve
them what effectively could be a checkllet to
verify the oompleteness of their applloatlon
package before submiBBion.

5. intergovernmental .Revtew-Requlred, if ap-
plicable. If the funding opportunity is subject
to Executive Order l23'72, ''Intergovern-
mantaJ Review of Federal Programs," the
notice must say BO.In alertiJlg applicants
that they must contact their etate's Single
Point or Contact (SPOO) to find out about
and comply with the state's process under
Exeoutive Order 12372. It may be usef'lll to in-
form potential applicants that the names
and addreslles of the 8POCBare llsted In the
ames of Management and Budget's Web site.
1DWW. whltehovn.govlomb/grantBlBpoc.html.

6. Funding Remicttons-Requlred. Notioea
mus~ include 1n!ormation on f'onding restrlc-
tlons In order to allow an appl1cant to de-
velop an application and budget consistent
with program requirements. Examples are
whether construction is an aJlowable activ-
ity, if there are any limitations on direct
costs such as foreign travel or eqnipment
purohases, and if there are any limite on in-
direct costa (or fac1Uties and a.dm1nlatratlve
costa). Applicants must, be advised if Fecleral
awards will not aJlow reimbursement of pre-
Federal award costs.

7. Other Sulmri8Bion Requlrements- Required.
ThIs section must address a.ny other subm1s-

pt, 200, App. r
sion requirements not included in the other
pa.ragra.ph.8of thle section. Tble might In-
clude the format of eullmU!lslon,i.e., paper or
electronic, ror each type of reqUired anbmte-
slon. Applicants should not be required to
submlt In more than one format and th1e sec-
tion should indicate whether they may
choose whether to Bubm1t applicat10ns in
hard copy or electronlca.lly, may 8ubmit only
in hard copy, or may submit only electronl-
ca.lly.
Th1s sectdnn also must indicate where all-

pl1oatioI1ll(and any pre-appllcations) must be
subm1tted If sent by postaJ man, electronic
me&l1ll,or hand-delivery. For postal mail
8ubm1aslon,thle must, include the name of an
office, ornctal, individual or funct10n (e.g.,
appl1catlon receipt center) and a complete
maUiDg address. For electronic submieaion.
this must include the URI.. or emall address;
whether a pauword(e) Ie required; whether
particular software or other electronic capa-
bilities are required; what to do In the event
of ayatem problema and a point of contact
who will be ava.ilable in the event the appli-
oant experiences technloa.l d1fficult1e8.1

E. APPLICATION REVIEW lNJPORMATlON

1. Cr/teria-Reqldred. ThIs section must ad-
dress the criteria that the Federal a.wa.rd1Jlg
agency will W1e to evaluate appl1catloI1ll.
Tb1s includes the merit and other review cri-
teria that evaJuators will WIeto judge appli-
cations, including any etatutory, regulatory,
or other preferences (e.g., minority status or
Native American trlbaJ preferenoes) that
11'111be appl1ed In the review proC888.These
criteria are distinot from el1g1billty criteria.
that are addreesed before an application 18
&ecepted for review and any program pol1cy
or other f&etora that are applied dminl" the
selection prooess, a.fter the review procees Is
completed. The intent Ie to make the appli-
cation proceea transparent 80 appl1cante can
make informed declaiona when prepar1ng
their appl1catlons to ma.z1mlse fa.1rnees of
the procees. The announcement 8hould clear-
ly describe all criteria., inCluding any sub-
criteria. If criteria vary in importance, the
announcement should specify the relative
percentagee, weights, or other means ueed to
dist1nguleh among tbem. For statutory, reg-
ula.tory, or other preferenoes, the announce-
ment should provide a detaUed uplan&tion
of those preferences with an expllcit indica.-
tion of their effect (e.g., whether they result
In additlonaJ points beinl" assigned).

1With T1lspect to electronlo methods for
providing information about funding .oppor-
tunities or accepting applicants' submissions
of 1n!ormatlon, each Federal awa.rd1ngagen-
cy 111 responsible for oompllance with Section
508 of the Rehabilitation Act of 1973 (29
U.S.C. 794d).
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If an applicant's propoaod cost sharing w1ll
be conaidered in the review proeeea (llll op-
poeed to be1Dgan ellgib1l1ty criterion de-
scribed in Section 0.2). the announcement
must, BPec1t1oa.llyaddre8llhow it will be oon-
Bidered (e.g., to llll81gna oerta.1n number of
additional points to applicants who offer
coat sharl.nlf. or to break ties amone applica-
tions with equivalent IlCores&iter evaluation
aga1D8tall other factors). If ooet ah&r1ngwill
not be considered in the evaluation, the an-
nouncement Bhould say BO, BO that there 1&
no amblgulty for potential applicants. Vague
statements that cost ah&r1ng18encouraged.
w1thout clar1f1cation &8to what that means,
are unhelpful to applicants. It also 1&impor-
tant that the announcement be clear about
any restrictions on the types of cost (e.g., in-
kind contributions) that are acceptable Il.ll

cost Bha.ring.
2. Review cmtl Selection PTocess-R.equi1'ed..

Th1Bsection may vary in the level of deta.1l
provided. The announcement must list any
program policy or other factors or elements,
other than mer1t cr1tll1'ia,that the select1Dg
ornctal may use 1n selecting applications for
Federal award (e.g., geographioa.l dispersion.
program balance, or diversity). The Federal
awarding agency may &180include other ap-
propriate deta.1l8. For example, th1a eection
may indicate who 1&responsible ror evalua-
tion against the merit criteria (e.g., peers ex-
ternal to the Federal awarding agency or
Federal awarding agency personnel) and/or
who makes the t1n&lselections for Federal
awards. If there is a multi-phase review proc-
e8II(e.g.• an external panel advising internal
Federal awarding agency personnsl who
makll t1n&lrecommendAtions to the deo1dlng
omc1&l),the announcement may descr1be the
.phases. It &laomay iJlclude: the number of
people on an evaluation panel and how it op-
entes, the way reviewers are selected, re-
viewer qual111oations.and the way that con-
!l1cts of intBreBt are avoided. With respect to
electronic methods for providing informa-
tion abollt funding opportunities or accept-
ing applicants' llubJn1as1onsof information,
ea.ch Federal awarding agency is respoJl81ble
for compliance with Section 608 of the Reha-
b1Utation Act of 19'13(29U.S.O. 794d).
In addition, if the Federal awarding agency

permits applicants to nominate suggested re-
viewers or their applications or suggest those
they reel may be in&pproprla.te due to a eon-
!l1ct of intertlllt, th ••t information Bhould be
iJlcluded in thiS sectacn.

3. Anticipated Announcement 11nd. Fe4er111
Award Date,-Opltonai. This section is in-
tended to provide applicants with informa-
tton they can use for pl&IUl1ngpurpOBell.If
there is a single a.pplicr.tion deadline fol-
lowed by the simultaneous review of all a.p-
pUcatiOJ18,the Federal awarding agency can
include in thiS section information about ths
anticipa.ted dates for announcing or noti-
tying successful and unsuccessful applicants

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

and tor having Federal awards 1npla.ce. If ap-
plicatioJlll ue received and evaluated on a
"rolling" bas1s at different times during an
extended period, it may be appropriate to
give applicants an estimate of the time need-
ed to process an a.pplication and notify the
applicant or the Federal awarding agency's
deciaion.

F. FEDBRAL AWAlID ADMINlSTRA.TION
INlPOtl.NA TION

1. FetUTal Award Notlc_Required.. This
section must addreBBwhat a IlUcC8llBf'Ulappli-
cant can expect to receive following. salec-
tion. If the Federal awarding agency's prac-
tice 18 to provide a separate notice stating
tha.t an appl1cr.t1onhas been &elected before
it a.ctua.lly makes the Federal award. this
section would be the pla.ce to 1ndica.te that
the letter 18not an authorization to begin
performance (to the extent that 1t allows
cha.r&ing to Federal awards of pre-award
ccsta at the non-Federal entity', OWIlrisk).
This section Bhould iJldicr.te that the notice
of Federal ••ward B1gnedby the gr&nts oUlcer
(or equivalent) 1&the authorizing document,
a.nd wbether it 1&provided through postal
ma.ll or by electronic mea.na a.nd to whom. It
also may r.ddreu the timing, form, and con-
tent of notiflcations to unsuoceBBful appli-
cants. See also 1200.210 Information con-
tained tn a Federal ••ward.

2. AdnUniBtTative and. National PollC1/ Re-
quirements-Required.. This section must Iden-
t1Cy the usw &dmin1IItrative and national
policy requirements the Federal awarding
agency's Federal awards may include. Pro-
viding this Information lets a potential ap-
plicant idenWY any requirements with
which it would have cWticulty complying if
its application is Bllcceesful. In those CUBS,
early notifica.tion about the requirements al-
lows the potent1al applicant. to decide not to
apply or to take needed actions before re-
ceiving the Federal ••ward. The announce-
msnt nead not include all of the terms and
conditions or the Federal award. but may
reter to a document (with information about
how to obtain it) or Internet Bite where ap-
pllcr.nts can see the terms and oonditions. If
this tund1Dgopportunity wW lead to Federal
awards with acme special terma and condi-
tions tI1&td1tfer from the Federal awartUng
&ireDcy'suaw (sometimes ca.lled "gener&l")
terms and condit10na, thia section ahould
highlight those apecla.l terms and conditions.
Doing so will alert applicants that have re-
ceived Federal awards from the Federal
a.warding agency previously and might Dot
otherwise expect d1ffenmt terms and condi-
tions. For the same reason, the announce-
ment Bhould inform potent1al appliClUlts
a.bout spec1a.lrequirement.s that could apply
to particulr.r Federal a.wards after the review
of applications and other information, b&8ed
on the particular ctreumstances of the effort
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to be supported (e.g., if h\Ull&Ilsubjects were
to be involved or if some Bitu&tioIlSmay Jus-
tUy epecial terms on intelleotual property,
data Ilharing or security requirements).
3. Repotij1l4l-Required. This section must

inolude general information about the type
(e.g., flnanc1al or perfonnance), frequency,
a.nd means of llubmiBBion (paper or elec-
tronic) at post-Federal award reporting re-
quirements. Higblight any special reportiDg
requirements for Federal awards under this
Cunding opportunity that differ (e.g., by re-
port type, frequency, fori:nJformat, or cir-
cumataacee tor 1188) from wbat the Federal
awarding agency's Federal awards usually
require.

G. FEDERAL AWARDING AGENCY OONTAt"l'(S}-
RIlQUlR.BD

The announcement must give potentia.l ap-
plicants 8. point(s) of contact tor &Dewering
quest10ns or hslping with problems whlle the
funding opportunity ill open. The intent of
this requirement ill to be &l! helpful as po&-
stble to potent1a1 appl1cante, 80 the Federal
awarding agency should conBider approaches
such ae giving:
'1. Points or contact who ma.y be reached in
multiple ways (e.g., by telephone, FAX, and!
or email, B.Ilwell &l! regular mail).
U. A fax or emaU a.ddreB8that mUltiple

people aceese, BO tbat someone will respond
even if others a.re unexpectedly absent dur-
ing critical periods.
Ui. Different contacts for distinct kinds of

help (e.g., one for questions or programmatic
content and a second tor a4m1n1atratlve
questions).

H. 0TmIR. DIFORKATION-OPTIONAL

This section ma.y include a.ny additional
information that wUl aesiet a potential ap-
plicant. For example, the section might:
i. Indicate whether th1s is a new program

or a one-time initiative.
ii. Mention related programs or other up-

com1J1ll'or ongoing Federal awarding agency
fnIlding opportunities tor &im11a.ractivities.
iii. Include current Internet addreesee for

Federal awarding agency Web sitae that ma.y
be useful to an applicant in understanding
the program.
iv. Alert appl10ants to the need to identify

proprietary intonnation a.nd inform tbem
about the way the Federal awarding agency
will handle It.
v. Include certain routine notices to appll-

ca.nts (e.g., that the Federal Government ill
not obUgated to make any Federa.l a.wa.rd&8
a result or the announcement or tbat only
grants omcers can bind the Federal Govern-
ment to the expenditure of funds).

Pt, 200, App. II

APPENDIX n TO PART 2O~N'IRACT
PROVISIONS FOR NON-FEDER.AL ENTI-
TY CONTRA<n'S UNDER FEDERAL
AWARDS

In addition to other provisions required by
the Federa.l agenoy or non-Federal entity. all
contracte made by the non-Federal enLity
under the Federal award must contain proVi-
sions covering the following. &l! applicable.
(A) Contraote Cormore than the s1mpl1t1ed

acqu1a1Lion threshold currently Bet at
SlliO,OOO, whlch Is the in11a.tlon adjusted
a.mount determined by the Civil1an Agency
Aoqu1altion Councll a.ndthe Defense Acquisi-
tion Regulations Council (CoUllcile) as au-
tbor1zed by 41 U.S.C. 1908,mnst ad4resa ad-
m1n1Iltrative, contractual, or legal remedies
in 1D8tanoee where contraotors Violate or
breach contract terms, a.nd provide for BUch
sa.nctions and penalties ae appropr1a.te.
(B) All contracts in eXOBB8of $10,000must

address termination for cause and for con-
venience by the non-Federal entity includtDg
the manner by which it '11'111be e1reoted a.nd
the basis for settlement.
(0) Equal Employment Opportunity. Ex-

cept &l! otherwise provided onder 41 CFR
Part 50, all contracts that meet tbe de1ln1-
tion of "federally aBBiatedconstruction con-
tract" in 41CFR Part 60-1.3must include the
equal opportunity clause provided under 41
CPR 6O-1.4(b),in accorda.noe with Executive
Order 11246, "Equal Employment Oppor-
tunity" (30 FR 12319.12935.3 CFR Part, 1964--
1965Camp., p. 339),a8 a.mended by Executive
Order 113'16, "Amending Executive Order
11:146Relating to Equal Employment Oppor-
tunity," and implementing regulations at oU
CFR pa.rt 60, "OffI.ce 01 Federal Contract
Compliance Programs, Equal Employment
Opportunity, Department of Labor."
(D) Dav1&-Ba.conAot, &8amended (40'(;'.8.C.

3141-3148).When reqnired by Federal program
legialatlon, all prime oonstruotion contraote
in excess of 12,000a.warded by non-Federal
entities must inolude a proV1a1onCorcompli-
ance with the Davis-Bacon Act (40 U.S.C.
3141-3144,and 31U-3148)ae supplemented by
Department of Labor regulations (29 CFR
Part 5, "Labor Standards Provisions Appl1-
cable to Contracts Covering Federally Fi-
nanced and AB811ltedConstruction"). In ac-
cordance with the etatute, contractore must
be required to pay wages to laborers and me-
chanica at a.rate not lees than the prevaUlng
wages specified in a wage detennlnation
made by the Secretary or Labor. In addition,
contractors must be required to pay wages
not leBSthan once a week. The non-Federal
entity must, place a copy of the current pre-
va1l1ngwage determination iB8uedby the De-
partment at Labor In each eolicltation. The
deo1a1onto award a contract or subcontract
must be conditioned npon the ILCCBpts.nceof
the wage determination. The non-Federal en-
tity muet report all suapected or reported
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violations to the Federal awarding agency.
The contracts must also include 8. provision
for compli&noe with the Copeland "Antl-
Kickback" Act (40 U.S.C. 3145), &8 supple-
mented by Department of Labor regulations
(29 CFR Part 3, "Contractors &nd Sub-
contraotoJ'll on Public Building or Public
Work J'1na.ncedin Whole or in Part by Loa.ns
or Granm from the United States"). The Act
provides that e&eh oontr&ctor or sub-
recipient must be prohibited from inducing,
by any mea.na, any person employed in the
COIIBtruction,completlon, or repair of public
work, to &1veup ponypart of the oompensa.-
tion to which he or she Is otherwiae entitled.
The non-Federal entity muat report a.UBUB-
pected or reported vtolataone to the Federal
awarding a.gency.

(El) Contract Work H011l'll and Sa.!ety
Sta.ndardB Aot (40 U.S.C. 3'101-3708).Where
applJ.oa.ble,a.Ucont;raota awarded by the non-
Federal entity in excess of $100,000that in-
volve the employment of mech&nics or labor-
ere must include a provlllion for complia.nce
with 40U.S.C. 3702and 3'104.&8 supplemented
by Department DfLabor regulations (29 CFR
Part 6). Under 40U.S.O. 3'102of the Act, each
contractor mast be required to compute the
wagee of every mecha.n1c and laborer on the
ba.Bieof a sta.nda.rd work week of 40 hours.
Work in excese of the st.a.ndard work week III
permlsBible provided that the worker III com-
p8J1ll8,tedat a r•.te of not less than one and a
half timeB the b&8icrate of pay for a.Uhours
worked in excess of 40 hours in the work
week. The requ1rementa of 40 U.S.C. 3'104are
applloa.ble to oonetruotion work and provide
that no labDnlr or mecha.n1c mat be re-
quired to work in surrcundinp or under
working conditions which are unsaDitary.
h&za.rdousor dangerous. Thase raquiremanta
do not a.pply to the purohaeee of 8UpplJ.llllor
mater1alll or a.rt1cleBord1nar1ly ava.1la.bleon
the open ma.rket, or aontzacta for transpor-
tation or tra.nsm1saion of Intell1gence.
(F) Rights to Inventicms Made Under a

Contract or Agreement. If the Federal •.ward
meeta the dennltion of "tund1ng agreement"
under 37 CFR 1401.2 (a) and the recipient or
Bubrecipient wiahea to enter into •. contract
with •. 8I1la.Ubua1nesa flrm Drnonprofit org•.-
n1za.tion regarding the substitut10n of par-
ties, &8Bignment or performance of experl-
menta.l, deve1opmenta.l, or reeea.rch work
under that "fundiDg agreement," the recipi-
ent or 8ubreolptent must comply with the re-
qutrementa of 37CFR Part 401,"~hta to III-
ventions Made by Nonprofit Organ1zat1ops
and Sma.ll Bueine8e Firmll Under Govem-
ment Grants, Contracta and Cooperatlve
AgreementB," and any implementlng reeula-
tions isaued by the a.Wardlng&gency.
(G) Clea.nAir Act (42U.S.C. 7401-7671q.)and

the Federal Water polllltlon Control Act (33
U.S.C. 1261-1387), &8 a.mended-Contracta and
Bubgra.nta of amounta in excellll of $160.000
must contain a provia1on that reQuire8 t.he

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

non-Federal award to agree to comply with
all applicable eta.ndarda, orders or regula-
tiOIIBtsaued purllU&Dtto Ule Clean Air Act
(42 U.S.C. 7401-'16'1lq)and the Federa.l W•. ter
Pollution Control Act as amended (33 U.S.C.
1251-188'1).Violationa mU8t be reported to the
Federal awarding agency and the Re&1onal
Office oC the Env1ronmental Protection
Agency (EPA).
(H) Debarment and Suspension (Executive

Orders 12M9 and 12689)-A contract award
(eee 2 CFR 180.220)must not be made to par-
tte8 lIlIted on the governmentwide exolualoIll!
in the System for Award Management
(SAM>, in accordance with the OMB gnide-
lines at 2 CFR 180that 1mplement EJ;ecutive
Ordera 12549(3 CFR part 1986 Comp., p. 189)
and 12689 (3 CFR part 1989 Camp., p. 2M),
"Debarment and Suspension." SAM Exclu-
sions ccntams the na.mee of parties debe.rred,
15UBpended,or otherwiee elloluded by agen-
c1es, as well &8 parties declared meJJg1ble
under 8tatutory or regulatory authority
other than Executive Order 12549.
(1) Byrd Anti-Lobbying Amendment (81

U.S.C. l362)-Contractors that apply or b1d
for an award exceeding $100,000must me the
required cert1f1cation. Each tier cert1f1es to
the tier above that it wUl not and has not
used Federal appropr1a.ted fonde to pay any
person or organization Corinfluencing or at-
tempting to influence a.n officer or employee
of any &geney, a member oC Congress, omcer
or employee of OOngre88,or an employee oC a.
member of COngrellllin connection with ob-
t.a.lnl.ng any Federal contract, grant or a.ny
other award covered by 81 U.S.C. 1952. Each
tier must aleo diecloee any lobbying with
non-Federal fundll that ta.kes place in con-
nection with obta1n1Dg any Federa.l award.
Such dillclosuree are forwarded tram tier to
tier up to the non-Federal award.
(J) See 1~.322 Procurement of recovered

mater1als.
['18 FR 78608,Dec. 26, 2OIS,&B amended at 79
FR 75888,Dec. 19,2014]

ApPENDIX m TO PART 2OO-INDIRECT
(F&A) COSTS IDENTJFlCATJON AND
ASSIONMENT, AND RATE DETERMINA-
TION FOR INSTITUTIONS OF HIOHER
EDUOATION (IHES)

A.GENERAL

Th1s a.ppendlx provides criteria for identi-
fYing and computlng indirect (or indirect
(F&lA» rates at IHElI (tnatltutions). Ind1rect
(F&A) ccets a.re thoee that a.re incurred for
common Dr joint objectives and therefore
ca.nnot be identified readily and ap8c11lcally
with II. pa.rt1cular sponeored project, an in-
structional activity, or any other 1Il1ltitu-
tlonal actlvity. See 8ubeection B.l, Defini-
tion of FacUities and .A.dm1nistration, for a
diacusaion of the componenta of indirect
(F&lA)oosta.
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1. Major Functions of an Institution

Refers to instruction, organized research,
other sponsored a.ctlvltles and other institu-
tional activities &8defined in this secncn:
a. tnstructum. means the teaching and

tra1D1ngactivities of an Institution. Except
for research tra1n1ng &8 provided in sub-
BBctlonb, th18 term includes all teach!ng and
tr&1n1ngactivities, whether they are offered
for credits toward a degree or certlQcate or
on a non-credlt basiB, and whether they are
offered through regu]a.r academic depart...
ments or Beparate dlv1B1ons,such as a Bum-
mer Bchooldlvtmon or an extenaion divtmon.
Also coD81deredpazt oC thl8 major function
are departmental research, a.nd, where
agreed to, un!veralty reaaa.rcl..

(1) Sponsored iMtntction and trainJng means
spec1flc instruotlonal or tra1n1ng actiVity as-
tabllBhed by grant, contract, or cooperative
agreement. For purposes of the cost pr1n-
clplllll, this activity may be considered a
major function even though an 1nstitation's
accounting treatment may Include it in the
instruction flmctlon.
(2) Departmental ruearch means research,

development and scholarly activities that
are not organized resea.rch and, con-
sequently, are not separately budgeted and
accounted for. Departmental research, for
purpo888 of this document, iBnot conetdered
&8 a major funotion, but &8 a put of the in-
stractlon function of tha inst! tu tlon.
(3) Only manda.tory cost sharing or cost

shartng specinc&lly committed In the project
budget mast be included in the organized re-
search bue for compating the indirect (F&A)
C08trate or reQected in any a.Uocation of in-
direct costs. Balary costs above statutory
11mJtsare not coD81deredcost sharing.
b. Organized reseClrch means aJJ reaearch

and development a.ctivitlee or an inlltltutlon
that are lIepa.rately budgeted and accounted
for. It includllll:
(1) Sponsored research means all research

&nd development a.ctlvitlell that are spon-
sored by Federal and non-Federal agencies
&ndo1'll'a.nJza.tloIl8.Th1Bterm incladea activi-
ties involving the tra1n1ng of individuals in
research technlquee (commonly called re-
search tra1n1ng) where Bach actiVities utll1ze
the sa.me facilities &8 other research and de-
velopment &etivltles and where sueh activi-
ties are not included in the inetru.ction func-
tion.
(2) Univerlfty reBeClrch means all research

a.nd development a.ctlvltlee that are sepa-
ra.tely badgeted and accounted tor by the In-
stitution under an internal application of in-
stitutional funds. Unlversity resea.rcb, for
purposes of this docwnent, must be com-
bined with eponsored reeearch under the
function of o1'll'antzedresearch.
c. Other lflOTISored lJCtivities means progra.me

and projects f1na.nced by Federal and non-
Federal agenclee and o1'll'&Illza.tlonswhioh in-

Pt, 200, App, III

volve the perfonnance of work other than in-
struction and o1'll'anizedresearch. Examples
of Bucb PI'Oll'ram8and projects are health
service projects and oommunlty service pro-
grams. However, when any of these activities
are undertaken by the 1nstitution withoat
outside IIUPport, they may be claself1ed as
other Institutional a.ctivitieB.
d. Other lnatltwtional ~viUee means all ac-

tivlties or an Institution except for 1nIltruc-
tdon, departmental reeearch, organized re-
search, and other eponaored activities, lUI de-
fined in th1Bsection; indirect (F&A) ccst ao-
tivltles Identified in th18 Appoindill:paza-
graph B. ldent11lcation and assignment of In-
direct (F&tA)coste; and epec1alIzed l!lerVicea
fac1l1tlee described in 1200.468 SpeCIalized
servtce fao1llties of this Part.
Examples of other institutional activities

inclade operation of residence halls, dining
halls, hospitals and ollnlca, student unions,
intercollegiate athletiCB, bookllt0re8, faculty
housing, student apaztments, guest houses,
chapels, theatere, publio museums, and other
etmilar aaxillary enterpri888. Th1Bdefinition
also includee any other catsgories of activi-
ties, costs of which are "unallowable" to
Federal awards, unle88 otherwise indicated
in an award.

2. Orjterla for Distribution

a. Base period. A base period Cor distribu-
tion of indlreot (F&A) oosts iB the period
daring which the costs are Incurred, The
base period normally should coincide with
the fiscal year established by the institntion,
but in any event the base period should be so
selected as to avoid inequities In the diB-
tribution of coats.
b. Need fOT coif groupjngs. The overall ob-

jective of the indirect (F&A) cost allocation
proC8B8ie to dietribllte the indirect (F&A)
costs described in Section B, Identification
and a88ignment of Indirect (P'&tA)costs, to
the major functions of the institution in pro-
portiOIIBreaaonably coneistent with the na-
tare and ezten t of their use of the 1nst1tu-
tion's re8OurcBl!.In order to achieve this ob-
Jective, It may be neoeasary to provide for
eelecti ve dtetribution by eetabl1Bh1ngsepa.-
rate group1nge of cost within one or more of
the indireot (F&A) cost categor1ee referred
to In subeectlon B.l, Definition of Fa.cilltiel!l
and Adm1nllltration. In general. the cost
groupings establiBhed within a category
should constttute, in e&eh case, a pool of
thoea Items of expense that are cone1dered to
be of like nature in terms of their relative
contribution to (or decree of remotsn888
from) the particular cost objecttves to which
dtetribution iB appropriate. Cost groupings
should be establ1shed coD81deringthe general
guides provided in subeectaon c of this sec-
tion. Each Bucbpool or coat groaplDg should
then be distributed individually to the re-
lated cost objectives, uetng the distribution
baIle or method mOl!lta.ppropriate in ltght of
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the guidel1nea eet forth In subsection d of
t.h1JIsection.
c. GeM7'a1 comJdeTatiom on cost gToupings.

The extent to which Ilep&r&tecoat groupings
and selective d18trlbutlon would be appro-
priate at an lnIltltution is a matter of Judg-
ment to be determined on a C&8e·by-caee
baBI15.Typical l5ltua.tions which may wa.rra.nt
the eat&bllahment of two or more separate
coat group1Jlgll(baaed on acoount cla8s1f1ca-
tion or a.nalyBls) within an lnd1r&ct (F&A.)
cost category Include but are not limited to
the following:

(1) U oerta1n Items or categortes of expense
relate solely to one of the major functione of
the 1nIltitution or to 11188than all functions,
such expenael5ahould be eet alIlde as a sepa.-
rate oost grouping for direct a.aatgnment or
selective allocation In accordance with the
guidee provided in subsections b and d.
(2) U any typM of upenae ord1Darily treat-

ed ae general adm1D18tn.tion or dep&rt-
mental a.dm1D1atrationare charged to Fed-
eral a.wardaas direct coats, expenses a.ppl1ca-
ble to other activitiee of the lnIltitutlon
when Incurred for the same pUrpoBeain like
ctrcumstancea must, through separate QOBt
groupings. be excluded from the ind1rect
(F&A) costs allocable to those Federal
awa.rd8 and included in the direct cost of
other actlv1tiea for coat allocation purpOliea.
(3) If it le determined that cert&iDexpen.ses

a.re Corthe support of a service unit or facll-
ity whoae output le IIWlCllptlbleof meseure-
ment on a. workload or other quantitative
ba81e.euch expenBB8should be Bet aside as a
eeparate oost grouping for d18trtbution on
lIuch baa1e to organized resea.rcb. instruc-
tional. and other activltiea at the lnstitution
or within the department.
(4) If activitiea provide tbeir own pur-

ch&l5lng.pereonnel adm1D1etra.t1on.building
maintenance or s1m11a.r service. the dilltrtbu-
tlon of general adm1D1etration and general
expenaea. or operation and ma.1Dtenance ex-
penB88 to auch activities should be a.ccom-
pl1ehed through COBtgroupings which include
only that portion of central lndirect (F&A)
costs (such as for overall IIl8.Il&ll'ement)
wbich are properly allooable to BUchactivi-
ties.

(6) U the 1n8titution elects to treat friDge
benefits as Indirect (F&A) ch&l'll'es. such
oOlitsshould be set aBide as a aepa.rate cost
grouping for selective distribution to related
coet objectlvll8.
(6) The number of aeparate cOlitgroupings

within a category should be held wlth1n
practical l1m1ta. after taldng into conBlder-
at10n the mater1&llty of the amounts In-
volved and the dell'ree of precision attainable
through lese selective methods of distribu-
tion.
d. Selection of d18tr1bution method.
(l) Actual conditions muat be taken lnto

account In selecting the method or baae to
be used 1n distributing individual cost

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

groupings. The eeeential conBideratioD in se-
lecting a baBe le that it be the one beat suit-
ed for &ee1gningthe pool of costs to cost ob-
jectlvll8 In accordanoe with benellts derived;
with a traceable cause·a.Dd-effect relation·
ship; or with logic and rea.eon, where neither
benefi t nor a caua&-and-elfect relat1OJlsh1pIe
detennlnable.
(2) If a C08t grouping CIl.D be identified di-

rectly with the coo llbJective benefttted. it
should be aeetped to that coat objective.
(3) If the expenBBBIn a coet grouping a.re

more generaJ in nature. the d18trlbution may
be based on a cost anal.yBleBtudy which reo
sults In an equitable d1etr1butlon of the
coats. 8uch cost analyale studill8 ma.y take
lnto conelderation weighting factors. popu-
lation. or space occupied 11 appropriate. Coat
analysle studies. however. mast (a) be appro·
prtately documented In euftlclent detail for
subsequent review by the cognizant agency
for 1ndirect cOlItIS.(b) dletrlbute the cOllteto
the related cost objectlvBB In accordance
with the relative benefits dertved. (c) be st&-
tlBtically BOUnd.(d) be performed spec111caUy
at the institution at which thll reeultlS are to
be used, and (e) be reviewed per10dic&lly. but
not Ieee freQuentJy tha.n rate negotia.t1one.
updated 11 nBCll8Ba.rY.and ased oonalaten tly.
~ &eeUDlptlOnsmade In the study mast be
Bt&ted and explalned. The USBof cost anal·
yale studies and periodic changll8 In the
method of cost dletrlbution mwst be fully
justified.
(4) If a. C08t analys1e etudy le not per-

formed. or if the study does not result in an
equitable dletrlbutlon of the coats. the die-
trlbution muat be made In accordanoe with
the appropriate base cited in Section B. Iden·
t111cation and &lIIl1BDmentOf lnd1rect (F&A.)
coste, unlesa one of the followiIIg conditions
lemet:
(a) It can be demonatrated that the use of

a different base would result In a more equi·
table allocation of the coets. or that a more
readily ava1!&blehue would not increase the
coats charged to Federal a.wa.rd8.or
(b) The lnIltltutlon Qual111esfor. and elects

to use. the eimpl1f1edmethod for computing
indirect (F&A) coat rates dellCribed in sec-
tlon D. Bimplified method for llJll&1linstitu·
tions.
(6) Notwithstanding subBBot1on(8). effec·

tive July 1. 1998. a cost a.naly81eor base other
than that In Section B must not be used to
dletrlbate ut111ty or student services coste.
IIIlltead. subsections B.4.c Operation and
maintenance expenses. may be used in the
,recovery or utility costs.
e. Order of distribution.
(1) Indirect (F&A) ccets are the broa.d cat-

egories of costa 'diecQB8BdIn Section B.l.
Definitions of Facllitiee and Adm1nietration
(2) DepreCiation. lnterest expBnll88. oper-

ation and maintena.nce expenses. and general
a.dm1n1etrative and ll'eneral BXJlBnsll8should
be allocated In that order to the remaining
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Indirect (F&A) coat categoriee B8well M to
the major functions a.nd spec1aJtzed service
Ca.ellltles of the Instltutlon. Other cost cat-
egories may be allocated In tbe order deter-
mined to be most appropriate by the InBtltu-
tlons. Wben oross a.llocatlon of costs Is made
8.8 provided in subsection (3), this order or al-
location does not apply.
(3) Normally an Indlrect (F&A) cost cat-

egory w1l1be considered closed once it bae
been allocated to other coet objectlves. a.nd
costa may not be subsequently allocated to
It. However, a CI'OBBallocation of costs be-
tween two or more indirect (F&A) cost cat-
egories ma.y be used 1r sucb &llocation will
reeul t In a more equitable allocation of
coste. If a eross &llocation iBueed, an appro-
priate mod1t1catlon to the composition of
the Indirect (F&A) cost categories described
In Section B Is required.

B. IDlINTlI"ICATION AND AS5IGNMENT OF
INDIRECT(F&A) COSTS

1. Definition oJ Facilities and Adminbtration

See 1200.414 Indirect (F&A) ooets which
providee the ba.BlBfor these indirect cost re-
quirements.

2. DepreciatIon

a. The expeneee under this beading are the
portion of the oosts of the InBtltutlon'&
buildings, capital Improvements to land a.nd
buildlngs. a.nd equipment which are oom-
puted In accordance with 1200.436 Deprecia-
tion.
b. In the absence of the &lternativ88 pro-

vided for In Section A.2.d, Selection of dis-
tribution method, the expEllll!BSIncluded In
thiB category must be allocated In the fol-
lowing manner:
(1) Depreclat10n on buildings used exclu-

sively In the conduct or a single function,
and on capital improvements a.nd equipment
need In such buildings, must be aBBigned to
that function.
(2)Depreciation on bulld1ng8 used for more

tha.n one fuootlon, a.nd on caplt&! improve-
ments a.nd equipment used In such bulld1ng8,
must be allocated to the Indivldu&l functions
performed In each bullding on the bB81s of
usable Illluars feet of space, excluding eom-
mon areas such 8.8 hallways, stairwells. and
rest rooms.
(3) Deprecla.tlon on buildlngl;. capita.! im-

provements a.nd equipment related to space
(e.g.. Indivldu&l rooms. laboratories) used
jointly by more thAn one function (&8 deter-
mined by the users of the spa.ee) must be
treated B8 follows. The cost of ea.eh jOintly
used unit of spa.oemust be allocated to bene-
nttlng functioIlll on the ba.slBof:
(a) The empl<>yei! full-time equivalents

(FTBs) or salaries and w&ges of those Indf-
vidua.) functions benefitting from the use of
that epa.ce; or
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(b) Institution-wide employee FTEe or sa.)-
aries and wages applicable to the benefitting
major functioIlll (see Section A.1) of the in-
stitution.
(4) Deprecia.tion on certain capital Im-

provements to land, such &8 paved parking
areas. fences. B1dewaiks, and the like, not in-
cluded In the cost of bulldl..ngs, must be allo-
cated to user categories of etudents and em-
ployees on a full-time equivalent baBiB.Ths
amount allocated to the student category
must be aBBlgnedto the iIllltruCtiOn function
or the institution. The amount allocated to
the employee category must be further allo-
cated to the major functions of the institu-
tion in proportion to the aala.r1es a.nd wa.ges
of all employees applicable to those rune-
trons,

3. Interest

Intereet on debt a.BBoclated with certain
buildings. equipment and capital improve-
ments, B8 defined In 1300.449 Interest. must
be classified &8 an expenditure under the cat-
egory Fac1l1t1es. These ooate must be allo-
cated In the same manner as the depreota-
tlon on the buildings, equipment and capital
improvements to which the Interest relates.

4. Operation and Maintenance Erpewes

a. The expenses under tb1s heading are
those that have been Incurred for the admin-
iBtra.tion. supervision, opera.tion. ma.lnte-
nance, preservation, and proteotlon of the In-
stitutlon's pbyB1cal plant. They Include ex-
penses nonnally Incurred for suoh items &8
janitorial and utWty serv1cea; repairs and
ordinary or norma.l a.Jterations of buildings,
furn.lture and eQulpmant; care or grounds;
m.a.1ntenance and operation of bu1Idlngs and
other plant facllltiBII; security; earthQuake
and diBB8ter preparedDeee; environment&!
sa.fety; haZardous waste disposal; property.
liabWty and a.J1otJier insurance rela.tIng to
property; space and oaplt&! leasing; facility
pla.nn1ng and ma.na.gemsnt; and centra.l re-
ceiving. The operation and maintenance ex-
pense category should a.lBoinolude its allo-
cable share of fringe benefit costs. deprecia-
tion, and Interest costs.
b. In the absence of the alternatives pro-

vided for In Section A.2.d, the expenses in-
cluded in this category must be allocated In
the same manner a.s described In subeectdon
2.b for depreolatlon.
c. A utWty cost adjustment of up to 1.3

percentage points may be Included In the ne-
gotiated Indlreot cost rate of the IRE for or-
ganized research. per the computation alter-
natives In para.gra.pbs (c)(I) and (2) or tb1s
seotlon:
(1)Where space Ie devoted to a single funo-

tlon and metering allowe unambfguous meas-
urement of usage related to that spa.ce, costs
must be &BBlgnedto the function loca.ted in
tha.t space.
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(2) Where space 18 allOCAtedto d1fiereDt
functions and metering does not allow unam-
biguous meaaurement of usage by fllDCtion,
coste muat, be allocated as follows:
(1)Utilities 00BtIlshould be apportioned to

functions in the same maJlJlBras deprecia-
tion, based on the calculated differenoe be-
tween the slte or buildllll' actual square foot-
age for monitored research laboratory space
(ette, building, floor, or room), and a sepa-
rate oalculation prepared by the IRE usiIII'
the "effeotive square footage" described in
subBectlon (c)(2XU)or th1Bsection.
(il) "Effectlve square footage" allocated to

retIIl&rchlaboratory space mut be calculated
as the actual sqUlU'Bfootage timee the rel-
ative energy ut1l1za.tion index (REUl) posted
on the OMll Web Bite at the time of a rate
determination.
A. This index 18 the ratio of a laboratory

energy use index (lab EUI) to the cor-
respondlJll' index for overall average college
or un1verslty space (college EUI).
B. In July 3112.values for these two indices

(taken respectively from the Lawrence
Berkeley Labora.tory "Labe tor the 21st Cen-
tury" benchmarking tool http://
labI21benchmaTldfl9.lbl.gov!CurnpareData.php
and the U8 Department or Energy "BuUd-
inill Energy Databook" and http://
buildtngadatabook.eren.doe.govICBECS.aspx)
were 310 kBtulsq ft-yr. and 165 kBtulsq ft-:vr.,
so that the adjuatment ratlo 18 2.0 by this
methodology. To retain curreDCY.OMBwill
adjust the EUI numbers from time to time
(no more often than annually nor lees often
than every 5 years), usiIII' reliable and pub-
licly dieclosed data. Current values of both
the EUIs and the REUI will be posted on the
OMBWsb site.

5. General Administration and General Expenau

a. The expenses under th1B heading are
those that have been incurred for the lreDeral
executlve and a4m1n1Btrative offioes of edu-
cational lnstltutions and other expenses of a
general cha.raoter which do not relate 80lely
to anYmajor funotion of the inStitution; i.e.,
solely to (1) instruction, (2) organised re-
6e&l:Ch.(3) other sponsored activities, or (4)
other 1Dstitutional activities. The general
adminiatration and general expense category
ahould alBo lnolude lts allocable ahare of
frinlre benefit costs, operation and m&1Dte-
nanoe expense. depreolation, and intereet
costs. Examples of general admin1Btration
and general expenBBllInclude: those expenses
1Dourre4by a.dmiD18trative ott1oestbat serve
the entire university eyetem of which the in-
stitution 111a part; central oftices of the in-
stitution such as the President'e or
Chancellor's offioe, the offices for iDBtitu-
tion-wide financial ma.nagement, business
servrces, budget and plann1Dg, personnel
management, and SAfety and risk manage-
ment; the office of the General CoUD88I;and
the operatlons of the oentral administrative

2 CFR en II (1-1-15 EdHlon)

management information systems. General
admlnlstration and general expenses must
not inolude eXpeJl8ll8incurred within non-
university-wide d8&IlS'oIDoes, academio de-
partmBDts, organized research unl1.8,or e1ml-
lar organizational units. (Bee 8ubsection 6,
Departmental a.dmiDistratlon expanses.)
b. In the abeenee of the alternatives pro-

vlded for in Seotion A.2.d, thll expensee 1D-
eluded in this catBirOrymut be grouped flrat
aooordlJll' to common major funotions of the
lnlItitution to which they render Bervices or
provide benefits. The aggregate expenses of
es.ch l[rOUpmut then be allocated to serv-
iced or benefitted funotions on the moditled
total cost basis. ModiOed total coets oonsist
or the same elements as those in Section C.2.
When an activity included in this indireot
(F&A) coat oatell'ory provides a service or
product to another 1nBtitution or orga.nisa.-
tion, an appropr1a.te adjllBtment must be
made to either the expenBBllor the b&Bisof
allocation or both, to a8Ilure a proper alloca-
tlon of costs.

6. Depanmental Administration Expenses

a. The expenses under th1B heading a.re
those that have been ineurred for admill1s-
tratlve and eupporting services that benefit
common or jo1Dt departmental activltles or
objectives in academic doana' omces, see-
demic departments and div1Biona,and orga-
nlsed resea.rch units. Organized reeearob
units include BUchunits as inStitutes, study
centers, and reBearch centers. Departmental
adm1n1Btration expenses are subject to the
followina l1m1tatione.
(1) Academic d8&IlS' offioee. SalarI88 and

operating eapensee are l1m1ted to thOY at-
tributable to admin1etrative funotions.
(2)Academio departments:
(a) Salaries and fringe benefits attrlb-

utable to the admin1strative work (iIlcIudlJll'
bid a.nd proposal preparation) of faculty un-
cluding department heads) a.nd other proCell-
Bional personnel conduoting research and/or
instruction, must be allowed at a rate of 3.6
percent of modified total d1rect oosta. Th1B
oategory does not include profeBBionaIbusi-
nll8ll or profeeeiona! a4m1n1Btrative otfioers.
This allowa.nce must be addlld to the com-
putation of the indireot (F&A) cost rate ror
major funotions in Bection C, Determination
and appl1cation of indireot (FckA) oost rate
or rates; the expenses covered by the allow-
anoe must be excluded fi'om the depart-
mental adminiatration cost POOl.No docu-
meDtation ls required to support this allow-
ance.
(b) Other adm1n1Btrative and supporting

expensee incurred within academio depart-
ments are allowable provided they are trea.t-
ed cons1Btently in Uke circumstances. This
would Include expenaee such as the salanes
of aecretarial a.nd clerical atatJa, ths salariee
of administrative omeara and aasiBtants,
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travel. oMoe auppliee. steckrocme, and the
like.
(3)Other fringe benefit costa a.pplicable to

the sa.laries and wages included in sub-
sectloDII(1) and (2) &I'll allowable. as well as
an appropriate share ot general adm1n18tra-
tlon and general expenses, operation and
maintsnance expenses. and deprec1a.tlon.
(4) Federal agencies may authorize reim-

blU'llBmentof additiona.l C06t1l for department
heads and faculty only in exceptional cases
where an Institution can demonstrate undue
hardship or detriment to project perform-
ance. .
b. The following guidelines apply to the de-

termination of departmental &dm1nlstratlve
costs u direct or indirect (FolIA)costa.
(1) In developing the departmental admin-

iStration cost pool, spectal care should be ex-
ercised to ensure that costs incurred for the
same purpose in like circumstances are
treated coDll1Stently&II either direct or indl-
reot (F&A) coets. For example. salarlas ot
technical staff, laboratory supplies (e.g.•
chemicals), telephone toll charges, animals.
animal care costs, computer oosts, travel
costa, and spec1al1zed shop costs must be
treated u direct coats wherever Identitlable
to a pa.rt1oula.rcost objective. Direct charg-
ing of these coets may be aooomplished
through specific Ident111ca.tionof individual
costs to benefittiug cost objectives, or
through recharge centers or epeeia.lized serv-
Ice fa.oilities, a.s appropriate under the ctr-
cumstancea. See H200.413 D1reet coata, para-
graph (c) and 200.468 Specla11Sedservice fa-
cllitles.
(2) Itsms such as office supplies, postage.

local telephone costa, and memberships must
normally be treated as indirect (F&A) coste.
c. In the a.bsence of the altel'D&tives pro-

vided for in Section A.2.d, the expen888 in-
cluded in this catsgory must be allocated as
follows:
(1) The adminiBtrative expenses of the

dean's office of each college and school must
be allocated to the academic deputments
within that college or school on the modlfted
total cost bae1S.
(2) The adm1nlatra.tive expeD888 oC each

academic department, and the department's
share of the expenaee allocated in eubsection
(1)must be allocated to the appropriate func-
tloDII of the department on the modifted
total cost basis.

7. Spo1l.SOTed Projects Administration

a. The eXp8Dllesunder this heading a.re lim-
Ited to those incurred by a sepa.rate organi-
za.tion(s) establlshed primarily to adminiSter
sponsored projects, inoluding such fUDctions
as grant and contract a.dmin1stratlon (Fed-
eral and non-Federal), speolal security, Pl1l'-
chaBing,personnel, &dm1nl.stration,and edit-
ing and publishing of rasea.rch and other re-
ports. They inolude the salaries and expenses
of the head of such organization, assistants.
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and immediate etaff, together with the sala-
ries and expenses of personnel engaged in
supporting activities D1A1ntLinedby the or-
ganization, lUch as stock rooms, print shope.
and the like. This category wo includes an
allocable share of fringe benen t coste, gen-
eral .admin1lltration and general expeDBes.
operation and maintenance 8ltPBll8es,and de-
preciation. Appropriate adjustments will be
made for services provided to other tI1nctions
or or~a.n1za.tions.
b. In the absencll of the alternatives pro-

vided for in Section A.2.d, the expensell in-
Cluded in thlll category must be allocated to
the ma.jor t\1nctioDIIof the inatitution under
which the spoIl8ored proJeots are conduoted
on the ba81Sof the mod1f1edtotal coat of
sponsored projects.
c. An appropriate adjustment must be

made to el1m1nate any dupl1cate charges to
Federal awards when this category lnoludelS
s1mila.r or identical activities as those in-
cluded in the general administration and
general expeIl8e category or other Indirect
(FatA) cost items, BUchas accountlug, pro-
ourement, or personnel admlnlBtratlon.

8. LibraTl/ Expenses

a. The expensee under thiB headiug are
those that have been incurred for the oper-
ation of the llbrary, inoluding the coet of
books and library materials purcbased tor
the library. leu any iteme of llbrary income
that QualifY as applicable ored.1ts under
1200.406 Appllcable credits. The libra.ry ex-
pense category should also include the fringe
benefits appllcable to the aala.r1es&lidwages
inoluded therein, &II a.PPropriate share or
general admIn1Stration and general expeDll6,
operation and maintenance SxpeIIIIB,and de-
prec1a.tion. Coste incurred in the parchues
of rare books (museum-type books) with no
value to Federal award!! should not be allo-
cated to them.
b. In the &beeuee of the alternatives pro-

vided Cor in Section A.2.d, the expsnaes in-
cluded in this category must be allocated
firSt on the basis of primary categories of
users, including students. proCessional em-
ployees, and other users.
(1) The student category muat consist of

fUll-time equivalent students enrolled at the
institution, regardlB8llof whether they earn
credits toward a degree or oertifica.te.
(2) The professional employee category

must consiBt of all faculty members and
other profeBBionalemployees of the instJ.tu-
tion, on a tI111-timeequivalent be.Ilis. This
category may al80 include POBt-4octor&te
Cellowsand graduate students.
(8) The other users category must constst

of a rea.sonable factor as determined by insti-
tutional records to account for all other
users of library facilities.
c. Amount allocated in pe.ragraph b of this

section must be assigned further as follows:
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(1) The amount in the student category
must be 8.88i&'nedto the instruct10n function
of the institution.
(2) The amoant in the prof_Ional em-

ployee CLtegOry must be LBB1gnedto the
major functlone of the 1netltution in propor-
tion to the aa.la.r1eaaDd wa.ges of all {&Culty
members a.nd other prof_lonal employees
applicable to those functione_
(8) The r.moant in the other users category

must be lIS.6lgnedto the other 1netitutlonal
activities !Unction of the institution. .

9. Stuaent Administration aM Servicea
a. The e~ under this head1Dg are

th088 that ha.ve been incurred for the a.dm1D-
!etra.tio!l of student affaJra and for services
to students, includ.1ng upeD88B of auch ac-
tivities as deane of students, a4m1Ba1ona,reg-
ietra.r, couneeling and placement services,
student advisers, student health and tnnr-
m&ry services, catalogs, and commence-
ments a.nd convOca.tions. The sa.la.ries oC
members of the a.ca.demicate-a whose respon-
sib1llties to the institution require adm1n1a-
tra.tive work that beneOts sponaored projects
may also be included to the extent thAt the
portion charged to student adm1n1stratio:n 1e
detenirtned in accord&nce with Subpart E-
Cost Principles of this Part. Th18 expenae
categOry &lao includes the tr1Jige benefit
costs applicable to the ular1es and wages in-
cluded therein, an a.pproprie.te sha.re of gen-
eral &.dm1nietration Uld general expeneeB,
operation &.Ddm&.iDtena.nce, interest ex-
pense, and dllprec1e.tlon.
b. In the absence of the a.lternatlves pro-

vided for in Sect10n A.2.d, the expenaea in
this category moat be allocated to the in-
struction function, and subsequently to Fed-
eral a.wa.rdein that function.

10. OII.llt lOT IndiTed (F41A) Ezpen8eB Otner-
wise l'TotJided lOT bll the FedeTa1 Govern-
ment
a, The items to be &.Dcumulatedunder this

hea.ding are the retmbW'llBmente and other
pa.yments from the Federa.l Government
which are made to the institution to support
solely, speolftca.lly, LDddirectly, in whole or
in part, a.ny of the administrative or service
activities deacrlbed in subsections 2 through
9.
b. The lteme in th1e group must be trea.ted

&.8 &credit to the atrected ind1vldual indireCt
(F&A) cost category before thAt category 1e
alloc&ted to beneftttlng functions.

O. DB'J'KlUoIDiATIONAND ApPLICATlON OP
INDIRECT (F&A)COST RATE ORRATES

1. Indirect (F &:.04) Cost Pools

a, (1) Subject to subsectaon b, the separate
categories or indirect (F&A) costs allocated
to each major function of the 1natltutlon as
prescribed in para.graph B of. this paragraph

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

C.l Idsnt1f1cation and &88l.gnmentor indirect
(F&A) costs, must be aggregated a.nd treated
&.8 a. common pool for thAt function. The
amount in aa.oh pool must be d1vided by the
diBtrtbution base described in subsection 2 to
arrive at a Bingle indirect (F&A)cost rate for
each function.
(2) The rate for each function Is uaed to

diBtrtbute Indirect (F&A) oosts to ind1vidual
Federal awuds of thAt function. Since a
common pool 1e establ1ehed for each major
function of the institution, a. separate 1nd1-
rect (F&A) coat rate would be established for
each of the major functiOns described in Bec-
tion A.l under which Federal awa.rdlla.re car-
ried out.
(S) Each inetitution's lnd1rect (F&A) cost

nte process must be a.ppropria.tely dell1gned
to snsure that Federal .ponsors do not in
any way subeldize the 1nd1ract (F&A) costs of
other sponsors, speclflca.lly activities spon-
aored by industry and foreign governmente.
Aocord1ngly, aa.oh allocation method uaed to
Identity and allocate the indirect (F&A) cost
poola, a8 described in 8ect1onl A.2, Criteria.
for d1etr1bution, and B.2 through B.9. must
contain the t'ull amoant of the 1natitution's
mod1f1ed total coste or other a.pproprlate
onlta of mea.aurement used to make the com-
putatiODB. In add1tion, the final rate diB-
tr1but1on baae (as defined in subsectton 2) Cor
each major function (organIsed researCh, in-
struction, etc., &.8 described In Section A.I,
Major funotions of an 1netitution) must con-
tain all the programs or activitlee wblch uti-
lize the Ind1rect (F&A) costs allocated to
that major function. At the time an Indirect
(F&A) cost propoea.l is submitted to a cog-
nizant agency for indirect coste, ea.ch inBti-
tutlon must describe the proce8BIt UBIl8 to
ensure that Federal funds a.re not used to
sube1d1se Industry and foreign government
funded progrlLlD8.
b. In some lnetanC8s a.a1ngle rate b&.a1stor

use &.Dreesthe boud on all work within a
major function at an 1natitutlon mLYnot be
appropriate. A single rate for research, for
example. might not take into account those
different environmental factors and other
conditions which may affect llublltAntially
the 1nd1ract (F&A) costa applicable to a par-
t1cular segment of I'888&l"Cbat the lnetitu-
tion. A particular segment of research may
be that perfonned under a. single sponsored
~ement or it may colllliet of research
under a group of Federal awarda performed
in a common environment. The environ-
mental factors are not l1m1ted to the pbys-
lca.l location or the work.. Other important
factors a.re the level of the admInistrat1ve
support reqWI"ed,the na.ture oC the fa.o1l1tiell
or other resources employed, the Bclentific
d1aclpl1nea or technica.l ,killa involved, the
organizational arrangements used. or any
combination thereof. If a particular segment
of a sponsored agreement 1eperformed with-
in an environment which appears to genera.te
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a signifiC&.Dtly different level of Indirect
(F&A) costs, prov181onsshould be mfLdefor a
separate indirect (F&A) coet. pool applicable
to such work. Tbe separate indirect (FckA)
cost pool should be developed during the reg-
ular course of the rate determination proeees
and the separate indirect (F&A) cost rate re-
sultinS" therefrom should be ut1l1zed; pro-
vided it Is determined that (1) such indirect
(FatA) cost rate d11fers slgn1!1caotJy from
tha.t which would h&ve been obtained under
subllectlon a, and (2) the volume or work to
which such rate would &pply is material in
relation to other Federal awards &tthe IIIl!ti-
tutton.

2. The Distribution Basis

Indirect (F&A) costs must be distributed to
applicable Federal awards and other benent-
tlng activities within each major function
(see section A.l, Major !unctiona of an insti-
tution) on the basis or modU1ed total dirsct
costs (MTDC). collllistlng of all ealaries and
was-ea, frin8"e benefits, rnater1a1s and SUI>-
pUes, services, travel, and up to the flrIIt
125,000 of each suba.ward (retrardless of the
period covered by the Buba.ward).MTDC Is
defined in 1200.68 ModU1edTotal Direct Cost
(MTDC).For this purpose, an Indirect (F&A)
cost rate should be determined for each of
the sepa.rate indireot (FatA) cost pools devel-
oped pursuant to subaection 1. The rate in
each case should be stated &llthe percentage
which the amount of the particular Indirect
(FatA) cost pool Is of the modU1ed total di-
reot oosts IdentlOed with sucb pool.

3. NegotiGWi Lump Sum for ln4irect (Ftfl:A)
Costs

A nes-otlated fixed &lDOUIltin lieu or indi-
rect (F&A) costs may be appropriate ror eelC-
contained, off-campus, or pl1marl1y subcon-
traoted activities where the benefits derived
from an lnlltJtutlon's indirect (F&A) services
cannot be readUy determined. Such nes-o-
tlated indirect (FckA)costs will be treated &ll
an of!8et before allocation to Instruction, or-
ga.n1zedresearcb, other sponsored activities.
and other institutional activities. Tbe base
on which such remaining expenaes are allo-
Dated shoald be appropriately adjusted.

4. Predetermlned Rates for Indirect (Ftfl:A) CO&ts

Publio Law 8'1-638 (768t&t. 437)lUI &.mended
(U U.8.C. 4708) authorises the use of pre-
determined rates in deterl'll1n1n8"the "indi-
rect costs" (Indirect (F&A) costa) applicable
under researob agreements with educational
InstltutloDB. The stated objecUvee of the l&w
are to simplify the administration of eost-
type research and development contracts (in-
cluding grants) with educational InBtitu-
tlollB. to facUlt&te t.be preparation of t.beir
buds-ets, and to permtt .more expeditious
closeout of such contracts when the work Is
completed. In view of t.be potent1&! adn.%l-

pt. 200, App. III

tas-es offered by this procedure, negotiation
of predetermined rates for Indirect (F&A)
coets for a perIod of two to four years should
be the norm in thoee situatioDB where tbe
cost experlenoe and other pertinent facts
available are deemed Bamclent to enable the
partiee involved to reach an informed jads--
ment as to the proba.ble level of Indirect
(F&A) coste during the ensuing a.ocountl.ng
periods.

5. NegoUo.Wi Fired Rates and Carru-Forward
Prtnnsums

When a fixed rate Is DeIl'otiated in advance
for a fiscal year (or other time period). the
over- or UIlder-recovery for that year may be
included lUI an adjustment to the indirect
(F&A) cost ror the next rate nes-otiation.
When the rate is negotiated before the carry-
forward adjll8tment is determtned, the carry-
forward amount may be appUed to the next
subsequent rate negotiation. When such ad-
jUBtments are to be made, each fixed rate ne-
gotiated in advance ror a.given period will be
computed by applying the expected indirect
(F&A) costs allooa.ble to Federal awards tor
the for9C&8tperiod plus or minoa the carry-
forward adjustment (over- or under-recovery)
from the prior period, to the forecast d1s-
tribuUon base. Unrecovered amounts UIlder
Iump-sum allT99ments or coet-1Ihar1ngprovi-
sione of prior Ye&l'llmUllt not be carried ror-
ward for OOIll!ldera.tlonin tbe new rate nego-
tiation. There must, however. be an advance
UIlderstand1nlr In each oa.se between the In-
stitution and the cognizant atl'ency for indi-
rect costs lUI to whether these d1!ferences
w111be coIll!idered in the rIote negotiation
rather than maklns- the determination aftsr
the d1fferenoes are known. Further, lnlltitu-
tioDBelecting to use this cUTy-forward pro-
vision may not BubeeQusntly change without
prior approval of the oo8'l1iza,Dtagency for
Indirect costs. In the event that an inIItltu-
tion retarIll! \0 a post-determined rate, any
over- or under-reoovery d1lr1ngthe period in
which negotiated fixed ra.tes a.nd carry-for-
ward provisions were followed will be In-
clllded In the subsequent post-detsrmlned
rates. Where multiple rates are used. the
8&IDeprocedure w111be applicable for deter-
m1n1ngeach n.te.

6. Provlslonal and Final Rates for IndIrect
(FilA) CO&t&

Where the cognizant agency for Indirect
costs determtnee that cost experience and
other pertinent ra.cte do' not jllStify the use
of predetermtned ratee, or a flzed rate with
a cUTy-forward, or if the parties cannot
agree on a.n eQult&blerate, a proviB1onalrate
must be established. To prevent subllta.nt1&!
overpa,yment or underp&yment, the provi-
sional rate may be adjusted by the cognizant
agency for Indirect costs during the instita-
tion's Decal year. Predetermined or 11:xed
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rates may replace provl81onal rates at any
time prior to the close of the instl tu tion 's
fiscal year. It a provisional rate is not re-
placed by a predetermined or fixed rate prior
to the end of the institution's ftBcal year. a
final rate will be established and upward or
downward adjuat.mente wIDbe ma.debaaed on
the a.ctual allowable coste incurred for the
pertod involved.

7. Fixed Rates for the Life of the Spon8ored
Agreement

Except as provided in pa.ragraph (cXl) of
1200.414 Indirect (F&tA)coste. Federal agen-
cies mUllt U1lethe negotiated rates, muet
paragraph (b)(l) for ind1rect (F&A) coate in
effect at the time of the initial award
throughout the life of the Federal award.
Award levels for Federal awards may not be
adjuated 111tuture years as a result of
changes in negotiated rates. "Negotiated
rates" per the rate agreement include final.
f1:xed,and predetermined rates ILDdexclude
prov1a1onalrates, "Life" ror the purpose of
th18 8ubeectlon mea.n.eeach competitive seg-
ment of a project. A competitive segment 18
a period of years approved by the Federal
awa.rd1ngagency at the time of the Federal
award. If negotiated rate agreemente do not
extend through the life of the Federal award
at the time of the initiAl award, then the ne-
gotiated rate ror the last year of the Federal
award must be eItended through the end of
the life of the Federal award.
b. Except as provided 1111200.414 Indirect

(F&tA)coste, when an educatloD&lIn8tltution
does not have a negotiated rate with the
Federal Government at the time of an award
(beca.uaethe eduoationalinstltution ls a new
reolplent or the pa.rt1es C8JIIlotreach agree-
ment on a rate). the provisional rate uaed at
the time of the award must be adjusted once
a rate ls negotiated and approved by the oog-
nlzant agency for Indirect coste.

8. Limitation on Reimbursement of
Administrative Coats

a. Notwithstanding the provisions of eub-
eection C.I.a, the &dm1llletrative coste
charged to Federal awards awarded or
amended (including continuation and re-
newal awards) with effeotlve dates beg1nn1ng
on or after the start or the institution's l1rst
nacal year whioh begins on or after Ootober
I, 1991,must, be limited to 26% of modified
total dlreot costs (as det1ned in subeectlon 2)
for the total of General Adm1nletratlon and
General Expenaee; Departmental Adm1n1s-
tratlon, Sponsored Projecte Adm1nletra.tlon,
and Student Adm1n1etratlon and Services
(Including their allocable share of deprecia-
tion. Interest 008te, operation and mainte-
nance expenees, and friDge benefIte costs, &8
provided by Section B. Identlf1catlon and as-
signment of Indirect (F&tA) coste, ILDdall
other types of expenditures not listed spe-

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

c111callyunder one of the lIubcategOrtellof f•....
cUitIes in Section B.
b. Institutions should not cbaIllfe their ac-

counting or cost allocation methods If the ef-
feet Ie to change the cha.rg1ngof a particular
type of cost trom F&A to direct, or to recla.s-
BUy costs, or Increase allocatiOns from the
adm1n1etrative poole Identil1ed in paragraph
B.I of tb1s Appendix to the other F&A cost
pools or fringe benefits. Cognizant agenoies
for indirect cost are authorized to allow
changes where an institution's charging
practices are at variance with acceptable
praotlces followed by a substantial majority
of other institutions.

9. Alternati!le Metho/l for Administrative COBts

a. Notwithstanding the provlelons of sub-
section C.I.a, an institution may elect to
claim a l1xed allowance tor the "Admin1&-
tratlon" portion of Indirect (F&tA)costa. The
allowance could be either :14% of modified
total direct coata or a percentage equal to
91W. of the most recently negotiated flxed or
predetermined rate tor the cost pools in-
cluded under "Adminiatra.tlon" lL6 deflned 111
Section B.l, whichever ill leas. Under th18 al-
ternatave, no coet propoea.lneed be prepared
for the "Adm1n1stratlon" portion of the indi-
rect (F&A)cost rate nor Ie turther Ident111ca-
tion or documentation of these ooste re-
quired (see subsection 0). Wbere a negotiated
ind1rect (F&tA)cost agreement Incilldes this
altern&tlve, an institution must make no
turtber obargell for the expenditure cat-
egories descr1bed In Section B.ll, General ad-
mtn1etration and general expensee, Section
B.6, Departmental a.dm1n1etration expenses.
Section B.7, Sponsored projecte adm1n1stra-
tion, and Section B.S, Student adm1n1stra-
tion and services.
b. In narotia.tlons ot rates for subeequent

periods, an institution that bas elected the
option of subsection a may continue to exer-
cise It at the eame rate without further Iden-
tification or documentation of costs.
c. If an institution elects to accept a

threshold rate as de11nedin subsection a of
this seotion. It Is not required to perform a
detailed &D&lyB1aof ita &dm1n1stratlve coste.
However. in order to compute the fac1lltlee
componenta of ite Indirect (F&A) cost ra.te,
the institution must reconcile ite indirect
(F&A) cost proposal to Its 11na.nc1&lstate-
mente and make appropriate adjustments
and reela.ssitications to Ident1!y the ooste of
each major fUnot1on as det1ned in Section
A.1, as well as to identify and allocate the fa.-
cilitlee componente. Adm1n1stratlve costs
that are not ident111edas such by the lnatl-
tutlon's accounting system (such as thoae in-
curred in academiC departmental wID be
cl&ae1f1eda.ainstnlctional coste for purposea
ot reoonclling indirect (F&A) cost proposals
t.o flnanclal ststementa and allocating rac111-
tiea C08te.
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10_Individual Rate Components

In order to provide mutually agreed-upon
inCormation Cormanagement purposes, each
indirect (F&A) cost rate negotiation or de-
tenntnation most include development oC a
rate tor each indirect (F&A)cost pool ail well
as the overall indirect (F&A)cost rate.

11. Negotiation and Approval of Indirect (Fd!A)
Rate

a. Cognizant agency for indirect costs Is
det1ned in Subpa.rt A-Acronyme and Defini-
tions.
(1) COBtnegotiation cognizance is aseigned

to the Depart.ment of Health and Human
Services (BRS) or the Department of De-
Ieillle'BCMoe of Nav.sJ.Resaarcli (DOD),nor-
mally depending on which oCthe two agen-
cies (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 oases
where neither HIlS nor DOD provides Fed-
eral Cunding to an educational institution,
the cognizant agency for indirect ooste &8-
signment must default to HHS. Notwith-
standing the method for cognizance deter-
mination described in this section, other a.r-
rangemente for cognlaance of a pa.rticular
educational Institution may also be based in
part on the typea of research performed at
the educational inet1tution and must be de-
cided based on mutual agreement between
HH8 and DOD_Where a non-Federal entity
only receives Cundsas a subreciplent. 1200.831
Requirements Corpass-tbrough entities.
(2)After cognizance is established, it must

continue for a ftve-yea.r period.
b. Acceptance or rates. See 1200.414 Indi-

reot (F&A)oosts.
c. Correcting deDcienc1es_The cognizant

agency for indirect costs muat negotiate
changes needed to correct 8YIltems deD-
ctenctes relating to accountabillty tor Fed-
eral awards. Cognizant agenciBl!tor indirect
costs must address the concerns of other af-
fected agencies, J&8appropriate. and must ne-
gotiate special rates for Federal agencies
that are required to llmit recovery of indi-
rect costs by statute.
d. Resolving questioned costs. The cog-

n1Z&1ltagency for indirect costs must con-
duct any necessary negotiatioIlB with an edu-
cationalinatltutlcn regarding amounts ques-
tioned by audit tha.t are due the Federal
Government related to costs covered by a ne-
gotiated agreement.
e. Reimbursement. Reimbursement to cog-

n1za.nt agencies tor indirect coste for work
performed under this Part may be made by
reimbursement bllUng under the Economy
Act, 31U.S.C. 1585.
f. Procedure for establlshlng facilities and

e.dmin1strative rates must be established by
one oC the following methods:

pt. 200, App. IJJ

(1) Formal negotiation. The cognbant
agency Cor Indirect coBtll i.e responsible for
negotiating and approving rates Cor an edu-
cational institution on behalf er all Federal
&«enciee.Federal awarding agencies that do
not have COIl'lliza.ncefor Indirect coste, must
notify the cognizaDt agency for indirect
costs of speCifiCconcerns (I.e., a need to es-
tsbllsh special coet rates) which could affect
the negot1a.tlon process. The cogn1zant agen-
cy for ind1rect COl!tsmust address the con-
cerns of all interested agencies, &8 appro-
priate. A pre-negotiation conference ma.y be
scheduled among aU interested agencies. if
necellsary. The cogn1za.ntagency for Indirect
costs muat then a.rr&JJB8 a negotiation con-
ference with the Bducationallnatitution.
(2)Other than formal negotiation. The cog-

nizant agency for indirect coste and edu-
cational institution may reach an agreement
on rates without a tormal negotiation con-
ference; for example, through correspond-
ence or use of the simpllned method de-
scribed In this section D of this Appendix.
g. FormaJlzing determinations and agree-

ments. The cogn1sa.nt agency for indirect
costs must Corm&lizeall determinations or
agreements reached with an educatlona.l in-
stitution and provide copies to other agen-
cies having an interest. Determtna.tlons
should include a description of any adjost-
mente. the actual amount. both dollar and
percsntage adjusted. and,the reason tor mak-
ing adjulltments.
h. Disputes and d1sagreemente. Where the

cognizant agency tor indirect costs is unable
to reach agreement with an educationa1in-
stltution with regard to ra.tss or audit reBO-
lution, the appeal system of the cogn1za.nt
&«ency Cor indirect c08ts must be followed
Corresolution of the disagreement.

'lZ. Stanoord Format for Submission

For facUlties and administrative (Indirect
(F&A» rate proposals. educatiOnal institu-
tions most use the standard format, shown
in section E or this appendix, to submit their
indirect (F&A) rate proposa.l to the cog-
nizant agency Cor Indirect costs. The cog-
n1z&ntagenoy for indirect costs may, on an
institution-by-instltution basiS, grant excep-
tions tI'om all or portions or Part IT of the
standa.rd format requirement. This require-
ment doss not apply to educational iJl8titu-
tions that ose the slmpllned method for cal-
culating indirect (F&A) rates, &8 deeor1bedIn
Section D of this-Appendix.
As provided in section C.I0 of this appen-

dix, ea.chF&A cost rate negotiation or deter-
mination must include development or a.rate
for each F&A cost pool as well as the overall
F&Arate.
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D. 6IMPLIJ'IBD MBTHOD FOR 6MALL
INSTITUTIONS

J. General

a..Where the total direct cost of work eov-
ered by thi8 Part a.t lUI institution does not
exceed $10 million In a OBcalyear, the 1IIm-
pllfied procedure d8llCl1bedin BubllectioDll2
or S may be used in determinlD8' allowable
1Dd1rect (F&A) coste. Under thi8 IlImpUfled
procedUl'e, the IDIltitution'B most recent an-
mal fiDanclal report and lmmedlately avail-
able supporting 1Dformation mut be utilized
as a baa1alor determining the indirect (F&A)
cost rate applicable to all Fed.ers.l awards.
The IDIltltutlon may use either the aa.la.ries
and wagea (see ilubllectlon 2) or modiflad
total direct coste (see subsectacn S) as the
distribution ba.s1ll.
b. The IIImpl11ledprocedure sbould not be

used wbere It produoes results whioh appear
inequitable to the Federal Government or
the 1DIltitution. In any such case, indireot
(F&A) costs should be determined thro11ll'b
use of the regular procedure.

2. Slmpltjlea PTocedUTe-SalaTi~ and Wages
Bl1$e

a. Establillb the total amount of saJarlee
and wages paid to s.ll employees or the IDIltl-
tution.
b. Establlsh an indirect (F&A) cost pool

consiet1Dg or the expenditUl'eB(exclusive of
capital items and. other costs specifically
identified ILS unallowa.ble) whiob oustomarily
are cla8Il1fled under the following titles or
the1r equlvs.lentll:
(1) General adm1D1atrati01land genersJ ex-

penaes (exoluslve of coats of student admin1ll-
tration and servioee, student activities, stu-
dent aid, and 8cbol&rBb1pa).
(2) Operation and maintenance of phYsical

plant and depreciation (after appropriate ad-
justment for oosts applicable to other mstd-
tutlonal actlvl UN).
(3)Library.
(4) Department admin18tratlon expenses,

whioh will be computed as 20 percent of the
salaries and BxpeDIleSor deans and beads of
departments.
In those cases where expenditures oiaaBi-

fled under subseotion (1) have previouslY
been allooa.ted to other institutional aotivl-
ties, they may be included in the indirect
(F&A) oost pool. The total amount of lIlLla-
nes and w&&,esincluded in the indirect (P'&A)
cost pool mWltbe aeparately identi11ed.
c. Establish a Balary and wage d18tr1butlon

balle, determined by deducting from the total
of es.lariBSand W&lresas establlllbed in sub-
section a from the amount ot saJarlee a.nd
wages Included under subsection b.
d. BIltabl1ah the indirect (F&A) cost rate,

detBrmined by divld1Dgthe amount in the In-
direct (F&A) cost pool, subsection b, by the

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

amount or the distribution base, subsection
c.
e. ApplY the indirect (F&A) oost rate to di-

rect 8&laries and wagee for individual agree-
ments to determine the amount of indirect
(F&A)C08tsallocable to suob agreemente.

3. Simpllfted PTocedur~Modified Total DIrect
C08tBase

a. Establlah the total coste Incurred by the
lnIltltution for the base period.
b. Establ1Bh an indirect (F&A) cost pool

oODll18tingoCthe expenditures (exclusive of
capital itema a.nd other C08ts spec1flcally
identified as unallowable) whiob oustomarily
are ciaaBined under the foUow1Dgtitles or
their equivlllents:

(1) GenersJ admiD18tration and gBnBrs.lex-
peDlle8(exclusive of costs of etudent adru1n1ll-
tration and servtces, student activ1tiee, stu-
dent aid. and sobolarehlpa).
(2) Operation and maintenance of physical

plant and depreciation (after a.ppropriate ad-
Justment for coets applicable to other 1n8U-
tutional activities).
(3) Library.
(t) Department admtn1etratlon expenses,

whiob will be oomputed as 20 percent of the
se.lartea a.nd eltpeDllBBor deans and beads of
departments. In those C&llBBwhere expendi-
tures olaas111ed under subllection (1) have
previously been allooa.t.ed to other institu-
tional activIties, they may be included in the
indirBot (F&A) cost pool. The mod11ledtotal
direct costs amount inoluded in the indirect
(P&A) cost pool must be separately identl-
fled.
c. Establlllb a modifled total direct cost

distribution base, as defiDed in 6ectlon C.2,
The distribution baa1a, that conBiste of all
lnIltltution's direct fUnCtioDll.
d. Establleh the indirect (F&A) cost rate.

determined by dividing thB amount in the in-
direct (F&A) cost pool, lubsection b, by the
amount oC the d18tr1botion base, subsection
c.
e. ApplY the indirect (F&A) cost rate to

the modifled total direct coste for individual
agreements to determine the amount of indi-
rect (F&A) costs allocable to suob agree-
ments.

E. DOCUMENTATION REQtlIRBMBNTS

The standard format for documentation re-
quirements lor indirect (indirect (F&A» rate
proposals for cla.im1Dgcosts under the 1'118'-
ular metbod 18 available on the OMB Web
site here: /i.ttp:I/www.whltBhouse.goviombl
I/Tanu.,JOT7TU.

F. CERTIJI'ICATION

1. Certt}icati01l of ChaTge3
To assure that expenditures for Feders.l

a.warde are proper a.nd in accordance with
the agreement documents a.nd a.pproved
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project budgetll, the annual azul/or flDal fie-
cal reportll or vouchere request1ng payment
UDderthe agreementll will Include a certUl-
cation, Bigned by an authorized oMC1al of
the an1veretty, which reads "By a1gn1Dgthis
report. I certify to the best of my lmowledge
&.Ddbelief that the report is true, complete,
LUdaccurate, and the expenditaree, disburse-
mentll aniScash recelptll are for the purPOlles
&.Ddintent set forth in the award documente.
I am aware that aDY Wse. fiCtitiOOll, or
frauiSulent information, or the om1salon of
any material fact, may subject me to crimi-
nal, civil or administrative penalties for
fraud, falae atatementll, faIlle cla1ma or oth-
erwise. (U.S. COde.Title 18, Section 1001 and
Title 31, Sections ~33 and 3801-31112)".

2. Certification ollndiTect (FrflA) CosU

a. Policy. Cognizant agencies must not ac-
cept a proposed indirect cost rate unless
BUchcoetll bve been certified by the edu-
cational lnBt1tation 081ng the Certltlcate of
Indirect (F&A) Coets set forth in subsection
F.2.c
b. The certlflcate must be signed on behalf

of the institution by the chief tlnanclal offi-
cer or an individual dellignated by an indi-
vidual at a level no lower than vice president
or chief financial 9fficer.
An indirect (FckA)cost rate Is not binding

upon the Federal Government if the moat re-
cent required proposal from the lnBtltutlon
hall not been certlfl.ed. Where It Is neceseary
to establish indirect (F&A) cost rates, and
the institution has not submitted a cert1f'1ed
proposal Cor establi8h1ng euch rates In ac-
cordance with the requtremente of this "sec-
tion, the Federal Government must UD1lAter-
ally establish such rates. Such rates may be
based upon audited historical data or sucb
other data that have been famished to the
cogntza.nt agency for indirect coste and for
which It can be demonstrated that all anal-
lowable costs have been excluded. When indi-
rect (F&A) cost rates are UD1lAterallyestab-
lished by the Federal Government because of
fallure oC the illlltitution to submit a cer-
tified proposal Coreetabl1ah1ng euch rates In
accordance with thU section, the ratllll 88·
ta.bliBhedwill be set at a level low enough to
enBUl'e that potent1ally unallowable costs
will not be relmbl1l'8ed.
c. CeTti/iCOte. The oertlfIoate required by

t.h1ssection m118tbe in the following form:

CERTIFICATE OF 1NDIRECl' (F&A) COSTS
This is to certify that to the beet of my

knowledge and belief:
(1) I have reviewed the indirect (F&A) cost

proposal submitted herewith;
(2)All costs included in this proposal {iden-

tlfy date] to establish b1lllng or f'1nal indi-
rect (F&A) collts rate tor (identify period
covered by rate] are allowable In accordance
with tbe requirements of the Federal agree-

pt. 200, App, IV

ment(s) to which they apply and with the
cost principles applicable to those agree-
mentll. '
(3) Thia proposal doea not include any coste

which are anallowable under applicable cost
prinCiples such lUI (without limitation): pub-
lic relations coets, oontrlbutions and dona-
tions, entertainment costs, [lnea and pen-
alties, 10bby1Dgcoete, and defense of fraud
proceedings; and
(4) All coetll Included in this proposal are

properly allocable to Federal a.greementll on
'the ba.Ilis of a benef'1cial or caull&lrelation-
ship between the expenses incurred and the
agreements to which they are allocated In
accordanoe with applicable requirements.
I "eclare that t.l.lecore@.'OingIs true and cor-
rect.

IDBtitution of mgher Education:
Signature:
Name of Official:
Title:
Date of Execution:
[78 FR 78608. Dec. 26, 2013, as amended at 79
FR 75888, Dec. 19, 2014]

APPENDIX IV TO PART 200-INDIRECT
(F&A) COSTS IDENTIFICATIONAND
ASSIGNMENT,AND RATE DlII'I'BllltUNA-
TION FOR NONPROFIT ORGANIZA-
TIONS

A.GENERAL
1. Indirect costa are those that have been

incurred for common or joint objectives and
cannot be raadlly identified with a par-
ticular flnal cost objective. DireCt cost of
minor amoante may be treated lUI Indirect
ooete Wlder the oonditions described in
1200.413 Direct coete paragraph (d) of this
Part. A1'ter direct costs have been deter-
mined and a.saigned directly to awards or
other work &6 appropriate, indirect coste are
tbose remaining to be allocated to benefit-
ting eoet objectives. A cost may not be allo-
cated to a Federal award all an Indirect cost
1f any other cost Incurred for the same pur-
pose, in like clrcumatanceB, bas been aB-
signed to a Federal award as a direct cost.
"Major nonprofit organizations" are de-

flned In 1200.414 Indirect (F&A) costs. See in-
direct coet rate reporting requiremente in
sections B.2.e and B.3.g oC this Appendix.

B. ALLOCATION OF INDIREC"I' CosTS Al/Il
DETERMINATION OF INDIR.ECT COsT RATES

1. GeneTal

a. If a nonprofit organlzatlon haa only one
major fanotion, or where all ita major func-
tions benefit from ite Indlreot coate to ap-
proximately tbe ea.me degree. the allocation
of indirect costa and the computation of an
Indirect cost rate may be sccomplished
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through slmpllfled allocation procedures. UI
d88C11bedin section B.2 of th1eAppendix.
b. If an orp.n1zation ha.lI several major

functions which benefit from its indirect
cOllts In varying degrees, allocation of indi-
rect costs m&y requ1re the accumulation of
such coste into separate cost groupings
which then are allocated individually to ben-
efitting functions by means of a base which
best maaeures the relative degree of benefit.
The indirect coets allocated to each function
are then d1atributed to individual Federal
awa.rds and other activities included In tbat
function by me&IIBof an indirect coat rate(a).
c. The determination of what constitutes

an organ1z&tion's major functions will de-
pend on Its purpose in being; the types of
services it renciers to the publlc, ita clients.
and its members: and the amount of effort It
devotes to such activities as CUndraiaiDg,
public information and membel"llhip activi-
ties.
d. SpecUICmethods for allocating indirect

costs and computing Indirect coet ra.tes
along with the conditions under which each
method should be used are described in sao-
tion B.2 through B.ll of this Appendix.
e. The base period ror the alloca.tion of in-

direct coste Is the period In which such costs
are inourred and accumulated for allocation
to work performed iD that period. The base
period normally abould coincide ~th the or-
ga.n1za.tion's f18cal year but, in any event,
must be so selected as to avoid inequities in
the alloca.tion of tbe costs.

2. Simplified Allocation Method

a. Where an orga.nizatlon's major funotions
benefit (tom its indirect costs to approxi-
mately the aame degree, the alloca.tlon of In-
direct oosts may be accompllshed by (i) sepa-
rating the O1'll'&Illza.tion'etotal coste for the
base period UI either direct or indirect, and
(11) dividing the total allowable indirect
costs (net of appllcable credits) by a.n equi·
table d1etributlon baae. The result of this
process Ie a.n indirect cost rate which Is used
to d1atribute 1ndi.rect costs to individU&!.
Federal awards. The ra.te abould be expreeeed
as the percentage which the total amount of
allowable Indirect costs bears to the base ee-
lected. This method should aleo be used
where an organ1za.tion ha.8 only one major
function encompaesing a number of indi·
vidual projects or activities, a.nd may be
uaed where the level of Federal awards to an
organlzation is relatively small.
b. Both the direct coets and the indirect

costs must exclude capital expenditures and
unallowable coets. However, unallowable
costs wblch represent activities must be ta-
cluded in the direct coste under the condi-
tions described in 1200.413 Direct costa. para.
gra.ph(e) of th1ePart.
c. The distribution baBe may be total dI·

rect costs (excluding capital expenditures
and other distorttng items, such &8 sub-

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

awarda for 125,000or more). direct eeJa.ries
and wages, or other base which results in an
equitable dletribution. The dlatribution base
must exclude participant support coets Il8de-
tined in 1200.75Participant BUpportcosts.
d. Except where a speCial rate(s) Ie re-

qu1red in accordance with section B.&of thle
Appendix. the indirect. oost rate developed
under the above pr1nc1ples Ie applicable to
all Federal awards of the organ1za.tion. If a
special rate(s) Ie required. appropriate modi-
fications mUllt be made in order to develop
the specia.J.rate(s).
e. For a.n organ1za.tlon that receivee more

than 110mlllion in Federal funding of direct
costa in a t1ecal year. a breakout of the indi-
rect cost component into two broad cat-
egories. Facillties and Adm1n1etration as de-
fined in section A.S of th1e Appendix. is re-
qu1re4. The rate in each case must be stated
as the percentage which the amount of the
particular indirect COltcategory (i.e., Facill·
ties or Adm1n1etration) 1s of tbe diIltribution
base ident1fted With tbat category.

3. Multiple Allocation Base Method.

a. General. Where an organlza.tlon's indi-
rect costs benefit its major functions in
varying degrees. indirect coets must be accu-
mulatsd into separate cost group1nga, as de·
scr1bed in subJl&rlllrr&phb. Ea.ch grouping
must t.hen be allooated individually to bene-
fitting tunctlons by means or a base which
best meaaUl'ellthe relative beneflta. The de-
fault allocation bases by cost. pool are de-
8crlbed 1n Il8CtionB.S.c of th1e Appendix.
b. !dentmoation of indirect costa. Cost

grouplnp must be establlahed so as to per·
mit the allocation oC each grouping on the
baB1sof benefits provided to the major func-
tions. Each grouping must constitute a pool
of expenses that are of 11ll:echaracter In
terms of functions they benefit and in terms
of the allocation b&IIewhich best meuures
the relative benefits provided to each ruao-
tion. Ths groupings are cl&llB11ledwithin the
two broad categories: "Facil1ties" and "Ad-
ministration," lUI described in section A.S of
th1eAppendix. The indirect cost pools are de-
nned Il8follows:
(1) Depreciation. The expenses under th1e

heading are the portion of the costs of the
organ1za.tlon's buildings, capital improve·
mente to land and buUdinp, and equipment
which are computed 1n accordance with
1200.486DeprecIAtion.
(2) Intereet. Intereet on debt aaaoc1ated

with certain buUd1nga, equipment and cap-
ital Improvements are computed in a.coord-
a.ncewith 1200.i49 Interest.
(S) Operation and maintenance expenses.

The expenses under th1e heading are thoae
that have been incurred for the administra-
tion operation, malntena.nce, preservation,
and protection of the organ1za.tion'8 physical
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plant. They Include expenses normally in-
curred for Bucb ttems as: janitorial and utll-
tty services; repain and ordinary or normal
alterations of bulldiDgII,fIlrDIture and equip-
ment; care of grOtulde;maJntenance and op-
eration of buildlDgB and other plant f&c1Il-
ties; seourity; earthquake and dleaster pre-
pa.redDese; environmental safety; ba.za.rdous
waste disposal; property, liability and other
Insurance relating to property; space and
capital leasing; fa.c1lity planning and man-
agement; and oentral receiving. The oper-
ation and maintenance expIlnee8 category
must also Include Its allocable share of
fringe benefit coste, depreciation, and inter-
est costa.
(4) General administration and general ex-

penseB.The expeIl8ellunder tll18 heading are
those that bave been Incurred for the overall
general executive and administrative offices
of the orga.nJ.za.tionand other expenses of a
general nature which do not relate solely to
any major functton of the orga.nJ.za.tlon.Th18
category must a.l8o Include Its allocable
share of fringe benefit OOBts,operation and
ma.lntenance expense, deprectation, and in-
terest coste. Examples of tbiIl category In-
clude central offices, such as the director's
office, the omoe of finance, bDBln888serv-
Ices, budget and planning, personnel, ll&fety
and risk management, general counsel, man-
agement Information systems, a.nd library
costs.
In developing this cost pool, special care

should be exero1sed to ensure that COBtsIn-
curred for the IllUDepurpoee In like cir-
cumstances are treated conststently as ei-
ther direct or Indirect costs. For example,
salaries of technical sta.t'f, project supplies,
project pnblication. telepbone toll charges,
computer coste. travel costs. and specialized
&erviCISCOltsmust be treated as direct costs
wherever ldenttnable to a particular pro-
gram. The salaries aild wages of a.dmln18tra-
tin and pooled clerical staff shoald nor-
mally be treated as Indirect costs. DIrect
cbarg1ng oC these cow may be appropriate
as described In 'lIOO.US Direct Costs. Items
such &8 office BUPPneS.pOBtage, local tele-
phone COBts,periodicals a.nd membereh1ps
should normally be treated &8Indirect coste.
c. Allocation bases. Actual oonditlons

must be taken Into account In selecting the
base to be used In allocating the expeDBElIlIn
each grouping to benefitting fUnctions. The
essent1al oonB1deration In selecting a method
or a base is that It 18the one best suited for
assigning the pool of coste to cost objectives
In accordance with beneflts derived; a trace-
able cause and effect relatiollBh1p; or logic
and reason. where neither the cause nor the
effect of the relationship Is determina.ble.
When an allocation can be made by &881gn-
ment of a cost group1ng directly to the func-
tion benentted, the allocation must be made
In that manner. When the expenses In a cost
grouping are more general in nature, the al-

pt. 200, App, IV

location must be made throngh the DBeof a
selected base which produces results that are
equitable to botb the Federal Government
and the organization. The diBtr1butlon must
be made In accordance with the basee da-
scribed bereln unlees It can be demonstrated
that the use of a different base woald reault
in a more equitable allocation of the costs,
or that a more read1ly avaJlable base would
not Increase the costs cba.rged to Federal
awuds. The results of special coat studies
(such as an eng1neer:lng utility study) must
not be used to determine and allocate the In-
d1reot eosta to Federal awards.
(1) Depreciation. Depreciation expenses

must be alloaated in the following manner:
(a) Depreolatlon on buUdtnp used exclu-

sively In the conduct of a single function,
and on capital improvements and equipment
used In BUchbuildings, must be assigned to
that function.
(b) Depreo1&t1onon buildings used for more

than one maotron, and on capital improve-
ments and equipment used In such buildings.
must be allocated to the individual functions
performed In each buDding on the ba.81sof
usable square feet of space, excluding com-
mon areas, sucb as b&llways. stairwells, a.nd
rsstrooms.
(c) Depreciation on buildingB, capital im-

provements and equipment related spa.ce
(e.g., individual rooms. and 'laboratories)
used jointly by more than one function (as
determined by the users of the sp&Oe)must
be treated as folloWll.The coat of each joint-
ly used unit of space must be allocated to
the benefitting functions ODthe basis of:
(1)the employees and other DBeraon a tuIl-

time equivalent CFTE)ba.s1sor lI&lar1esand
wages of those individual functions benent-
ting Cromthe use of that space; or
(11) organ1zation-wlde employee FTEll or

Bala.r1esand wages applicable to the benefit-
tlng functions of the organlzatlon.
(d) Depreciation on certa.in capital im-

provements to land, such IS paved parking
are&/!,fences. BidewalkB.and the like. not in-
cluded In the cost of buildlDgB.must be allo-
cated to user categories on a FTE be.sls and
distributed to major functions In proportion
to the 8&laries and wages or all employees
applicable to the funotlons.
(2) Interest. Interest costs must be allo-

cated In the same manner as the deprecia-
tion on the bulldiDgB.equipment and capital
eqnipment to which the Interest relates.
(3) Operation and maintenance expenses.

Operation and maJntenanoe expenses must
be allocated In the same manner as the de-
preciation.
(4) General admtntstratiOD and general ex-

penses. General administration and general
expenses must be allocated to benefitting
functlon's based on modlned total coste
(MTC).The MTC iBthe modil1ed total direct
costs (MTDC), as described In Subpart A-
Acronyms and DeflnitionB of Part 200, plus
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the allocated ind1rect cost proportion. The
eXJ)eD8ellincluded in th1Bca.tegory could be
grouped first acoord1ng to major functions of
the organization to which they render serv-
Ices or provide benefits. The aggregate ex-
penses of each group must then be allocated
to bene1!.ttingfunctions based on MTC.
d. Order of d18trlbution.
(1) Indirect C08t categories con.a1ating of

deprec1a.tlon,interest, operation and mainte-
nance, and Il'eneral adm1n1etratlon and gen-
eral expenses must be allocated in that order
to the rema1ning indirect cost ca.tegorlea as
well as to the major functions or the organi-
zation. Other cost ca.tegorles should be 1.110-
ca.ted in the order determined to be m08t ap-
propriate by the organization. Thl8 order of
allocation does not apply if aroll/l allocation
of costs Is made as provided In section B.3.d.2
or th18Appendix.
(2)Normally, an Indlreot coot category will

be considered closed once It has been allo-
cated to other coat objeCtives, and costs
must not be subsequently allocated to It.
However, a C1'Oll8 allocation of coats between
two or more indirect costs categories oould
be used If BUchallocation will result in a
more eQuitable allocation of coats. If a cross
allocation Is used, an appropriate moditlca-
tlon to the composition of the indirect cost
categorieB 18requ1red.
e. Application of indirect cost rate or

rates. Except where a spec1a.1indirect cost
rate(s) 18required in acoordanoe with eeotlon
B.5 of th1BAppendix. the eeparate groupings
of indirect costs allocated to each major
function must be aggrBi'&tedand treated as a
common pool for that function. The coats in
the common pool must then be diatrlbuted to
individUAl Federal a.wa.rd8included in that
function by use of •. BinIl'leindirect cost rate,

C. D18trlbutlon baai8. Indirect costs mUllt
be diatributed to applicable Federal awarcie
and other beneOtt1Dg activities Within each
major function on the bas1e of J4TDC (see
definltlon in 1200.68 Modified Total Direct
Coat (J4TDC)of Part 200,
g. IndividUAl Rate Components. An indi-

rect coat rate must be determined for each
separate indirect cost pool developed. The
rate lD each case must be stated as the per-
centage which the amount oCthe particular
indirect cost pool 18or the d18trlbutlcn haee
Identified with that pool. Each ind1rect coet
rate negotla.tlon or determination agreement
must include development of the rate for
eacb indirect cost pool as well &8 the overall
indirect cost rate. The indirect cost pools
must be cla.sslfted Within two broad oat-
egorles: "Facilities" and "Administration,"
lUIdescribed in sectdon A.S oC this AppendiJr:.

4. Di1'ecl Allocatton Method

a. Some nonprofit organizations treat all
coste as direct costs except general adminis-
tration and general expenses. These orga.nl-
zatione generally separate their costs Into

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

three basic categories: (1) General adm1n1e-
tration and general expenses, (11) fund-
raI&IJIg,a.nd (111)other direct functions (in-
olud1ng projecta performed under Federal
awards). JolDL costa, such as depreciation.
rental costa, operation and maintenance of
tac1litiea. telephone expense8, and the like
are prorated IndividUAlly as direct DOststo
eacb category a.nd to each Federal award or
other activity using a base most appropriate
to the particular cost being prorated.
b. Thl8 methOd 18a.ocept.a.b1e,provided each

jOint cost Is prorated using a baee which ac-
curately measuree the benetlts provided to
eacb Federal award or other activity. The
baaea must be eetabllBhed in accordance with
rea.sona.blecrtterta, and be supported by cur-
rent data. Th1e method 18 compatible With
the Standards of Accounting a.nd Financial
Reporting for Voluntary Health and Welfare
Organtzatlons 1S&uedjointly by the National
Health Council, Inc., the National Aesembly
of Voluntary Health and Social Welfare Or-
ganizations, and the United Way or America.
c. Under th1Bmethod, indlreot costs con-

sist exclusively of general admIn18tration
and general expenea. In all other feeP8C"",
the organization's indirect coet rates must
be computed lD tJl.esame manner lUIthat de-
ecrlbed in eectlon B.2 Slmpll1!.edallocation
method of this Appendix.

5. Speclallndirect Cod Rates

In some lnBtanoes, a single lDdirect oost
rate tor all activities of an organization or
Cor each major function of tJl.e organ1za.tion
may not be appropriate. since It would not
take into a.coount thoee different factors
which may Bubstantlally affect the indirect
costs applicable to a partloular segment of
work. For this purpose, a pArticular segment
of work may be that performed under a sin-
gle Federal award or It may consist of work
under a. group oC Federal awa.rd8performed
In a common envirOnment. Theee factore
may include the physical location oC the
work, the level or admin1etrative support re-
quired, the nature of the facilities or other
resources employed, the SCIentificdlsolplinee
or techDlcal skille involved. the organiza-
tional attlLZlgements used, or &ny combina-
tion thereof. When a particular segment of
work Is performed in an envirOnment which
appears to generate a lIIillnlticantly different
level or indirect coets, provlelons mould be
made Cora separate indirect cost pool appU-
cable to such work. The separa.te indirect
coet pool should be developed during the
couree oCthe regular allocation procees, and
the separate Indirect coet rate resulting
therefrom should be used. provided It 18de-
termined that (I) the rate differs slgni1'l-
cantl:y from that which would have been ob-
tained under sections B-2,B.3, and B.4 of th1e
Appendix, and (11) the volume of work to
which the rate would apply Is material.
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C. NEGOTIATION AND ApPROVALOF lNDDU1CT
COST RATES

1. De/illition3

As used in this section, the folloWingterms
have the me&Dingl;set forth In this section:
a. Cogniz41lt age1lCl/ for i1ldirect costs means

the Federal agency responBlble for negoti-
a.ting and approving indJrect cost rates for a
nonprofit organ1z&tion on behalf of all Fed-
eral agencies.
b. Predeteml1ned rllte means an indirect cost

rate, appllcable to & specJ.fied current or tu-
ture period, ueu&1Jythe org&D1z&t1on'sft8ca.1
year. The rate Ie baaed on an estimate of the
costs to be Incurred during the period. A pre-
determined rate is not subject to adJust-
ment.
c. Ftred T4te meana an indirect cost rate

which has the same oha.racter1etlC8u a pre-
determined rate, exoept that the difference
between the estimated costs and the actual
C08tsof the period covered by the rate is car-
ried forward as an adJlll!tment to the rate
computation of a subsequent period.
d. Final rate means an indJrect cost rate

a.ppllcable to a specified past period which ie
baaed on the actual costs of the period. A
tina) rate 1enot 8ubject to adjustment.
e. Provlstonal rate or trilling Tate means a

temporary indirect coet rate appUcable to a
specified pertod which is used for funding, in-
terim reimbursement. and reporting indirect
costa on Feder&! awards pending the estab-
lishment of Afinal ra.te for the period.
f. IMlreet cost proposal means the docu-

mentation prepa.red by an organ1ZlLtlonto
8ublltantlate Its claim for the reimbursement
of indirect coete. This proposal provides the
ba.Bisfor the reView and negotiation lea.dlng
to the establieJlment of an organiza.tion's in-
direct cost rate.
g. Cost objective means a.funotion, organJza.-

tlonal subdlv1s1on, contract, Federal award,
er other work un1t for which oost data are
desired and for which provision Is made to
a.ccuml1late and measure the coet of proc-
esses, projects, jobs and capltallzed projects.

2. Negotiation and APflToval of J/4tes

a. Unless different arrangements are
agreed to by the Federal agencies concerned,
the Federal agency with the largsst dolar
value of Federal awards With an oi-ganlzation
wID be deslgna.ted lUIthe cogn1Bant agency
for Indirect coste for the negotiation and ap-
proval of the ~direct cost rates and, wbere
necel!llll.l"Y,other rates sucb as frIDge benefit
and computer charge-out rates. Once an
agency Is ase1gned cognizance for a par-
tlcula.r nonprofit organlza.tion. the 1Ul81gn-
ment w1ll not be cbanged unlese tbere 1e a
shift in the dollar volume of the Federal
awards to the organlzation for At least three
years. All concerned Federal agencle8 must
be given the opportunity to participate in

pt, 200, App. IV

the negotiation prooese but, after a rate bas
been agreed upon, It w1ll be accepted by all
Federal agencies. When a Federal agency has
reason to believe that special operating Cac-
tors affecting lte Federal awards necessitats
special Indirect cost rates in accordance
with section B.1i of this Appendix, It will,
prior to the time the rates are negotiated.
notify the oogn1sant agency for indirect
C08ts. (See a.1so1200.414 Indirect (F&A) costs
of Part 200.) Where a non-Federal entity only
receives funds a.s a suhrecipient, see the re-
quirementa of 1200.331 Requirements for
p&8B-throughentities.
b. Except as othetwtse provided In 1200.414

Indirect (F&!A)costa paragraph (e) of tbls
Part, a nonprofit organization which has not
previously established an ind1reot cost rate
With a. Federal agency must submit ita 1n1-
tial indirect cost proposal immediately a.ttsr
the org&D1z&tionIs adViiled that a Federal
award will be made and, in no event, later
than three months a.fter the ettective date of
the Federal award.
c. Unless approved by the cogn1z&ntagency

for indirect coste in accordance with 1200.414
IndJrect (F&A) costs paracrAph (0 of this
Part, organizations that have preViously es-
tabllshed indirect cost ratee must submit a
new indirect cost proposal to the cognizant
agency tor indirect costa within six months
a.fter the CI08Sof each tl8C8.1.year.
d. A predetermined rate may be negotiated

Coruse on Federal awards where there 1erea-
sonable 8.8Surance,b8.8lldon past experience
and rellable projection of the organ1zation's
costs, that the rate is not likely to exceed a
rate based on the organization's actual coste.
e. Fixed rates may be negotiated wbere

predetenn1ned rates are not considered AP-
propriate. A fixed rate, however, must not be
negotiated If (I) all or a Bubllta..ntialportion
of the organization's Federal awards are ex-
pected to expire bsfore the carry-forward ad-
jU8tment can be made; (U) the mix ot Federal
and non-Federal work at the org&D1z&tlonIs
too erratic to permit an equitable carry-tor-
ward adjl1Btment; or (W) the orga.nizatlcn's
operations fiuctua.te elgn1f1cantly from year
to year.
f. Prov1elonal and tlnal rates must be nego-

tiated where neither predetermined nor fixed
rates are appropriate. Predetermined or
fixed rates may repla.ce provisional rates at
any time prior to the close of the orge.niz&-
tion's fiBca.J. year. If that event does not
occur, a Ilnal rate will be established and up-
ward or downward adjustments will be made
bued on the actual allowable costs Incurred
Corthe period involved.
g. The results of each negotIation must be

formalized In a written sgrsement between
the cognl.zant agency for indirect costs and
the nonprofit orga.nization. The cognizant
a.gency Corindirect costs must make a.vAiI-
able copies of the agreement to all concerned
Federal agencies.
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h. If 11 diIIpute ari8es in a negotJatJon of an
indirect cost rate between the cogn1sant
agency for ind1rect costs and the nonprofit
organization, the disputs must be resolved in
accordanoe with the appeals procedures of
the ooenizant a&'enoyfor indil'8Otoosts.
1.To the extsnt that problems are encoun-

tered among the Federal &genci88in connec-
tion with the negotiation and approval proc-
8SS, OMB will lend assistance as required to
resolve such problema in a timely manner.

D. Certification ofIDdlrect (F&A)Costs
(1) Required Oertification, No proposal to

eatablish indirect (F&A) oost rat.ea must be
acceptable unl8llll such costs have been cer-
tWed by the non-proflt Organiza.tiODusing
the Certificate of Indirect (F&A) Costs set
forth in section j. of thl6 appendix. The cer-
tUlcate must be signed on behalf of the orga-
niza.tion by an lndividllal at a level no lower
than vice president or chief financial omcer
for the organization.
(2) Each indirect cost rate proposal must

be accompa.nied by a certJfication in the fol-
lowing Corm:

Cert11lcate oC Indirect (F&A)Costs

This Is to certu'y that to the best of my
knowledge and bellef:
(1) I have reviewed the indirect (F&A) cost

proposal submitted herewith;
(2) All cOlltsincluded in thl6 proposal [iden-

tify date] to establlah b1lllng or flnal indi-
rect (F&A) costs rate for [1dentlfy period
covered by rate] are allowa.ble in acoorda.noe
with the requirements of the Federal awardll
to which they apply and with Subpart E-
Coat Prinoiples of Part :100.
(S) This proposal does not include any costs

which are unallowa.ble under Subpart E-
Cost Princ1ples of Part 200 auch as (without
Ilm1tatJon): publfe relations costs, contribu-
tions and donations, entertainment costs,
filies and pena.ltles, lobbying costa, and de-
fenB8ot fraud proceedings; and
(4) All costs included in this proposal are

properly allocable to Federal awardll on the
basis of a beneficial or ca\l8al relationsbip
between the expeD88llinourred and the Fed-
eral awlll'da to. which they are allocated in
accorda.ncewith applicable requirements.
I declare that the foregoing 1strue and cor-

rect.
Nonprofit Organizat10n:
Signatnre:
Name of Official:
Title:
Date of Execution:

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

APPENDIX V TO PART 200-STATBJLoCAL
GoVERNMBNTWIDE CENTRAL SERVICE
COST ALLOCATION PLANS

A.GENERAL

1. Most governmental units provide certain
services, such a6 motor poole, computer cen-
ters, purcbae1ng, accounting, etc., to oper-
ating agenoie8 on a centralized basis. S1nce
federally-aupported awardll are performed
within the individual operating agencies,
there needs to be a proC8ll8whereby these
central 118rvioecoets can be identified and
aaa1gned to benefitted activities on & reason-
able and conalstent basis, The central service
cost allocation plan provides that proceB6.
All coats and other data used to distribute
the COBtsincluded in the plan should be sup-
ported by formaJ. accounting and other
records that w1l1support the propriety of the
coats aes1gned to Federal awardll.
2. Guidelines and illustrations of central

servioe cost allocation plana are provided in
a. brochure published by the Department of
Health and Human Services .entitled "A
Guide fOT State, Local and Indian Tribal Gov-
ernnwt1lU: Con Pr11lClpla and PTocedu~es fOT
Deveiopi'll/1 Cost Allocation Plana and Indirect
Cost RaUl for Agreement! with the Federal
Government." A OOpyof this brochure ma.y be
obtained from the HHS Coat Allocation Serv-
ices or at their Web site at h.ttps:/I
raUl.psc.gOlJ.

B. DEFINI'I'ION8
1. Agency or operaU1ll1 agency means an or-

ganizationa.l unit or Bu1Hl1vl8ionwithin a
governmental unit that is responsible for the
performance or admJn18tration of Federal
awa.rds or aotJv1tiee of the governmental
unit.

2. AUocoted central sennces meana central
Il8rviclll!that benell' operating agencies but
are not billed to the agencies on a Cee-Cor-
ll81'V:Ioeor B1m1larbaets. Theae coets are allo-
cated to benefitted agencies on acme reason-
a.ble buill. Examplell of sucb services might
Include g8llera.l a.ccounting, personnel ad-
m1n1etration, purcha.elng, etc.
3. mUed central servicu means central serv-

ices that are billed to benefitted ~nciee or
projlT8ma on an lBdividllal fee-tor-service or
s1m1lar ba.aIs. Typical examples of billed cen-
tral servioes include oomputer services,
tran8portation services, 1neur&nee, and
tringe beneftts.
4. Cognizant agency fOT indi~ect costs is de-

fined in 1200.19 OO&'nH.a.ntagenoy tor indireot
oosts of this Part. The determination of cog-
nizant agency for indirect COlltsfor states
and local governments Is described in aection
F.l. Nelrotia.tion and Approval of Oentral
Bervtoe Plans.
5. Madur local government means local gov-

ernment that receives more than $100 m1ll1on
1n direct Federal awarde subject to this Part.
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C. SCoPE OF THlI CENTRAL BERVICB COST
ALLocA nON PLANs

The central service cost aUooa.tlon pla.n
w1ll include all central service costs that
will be cla.1med(either as a billed or an allo-
cated cost) under Federal awards and will be
documented as described in section E. Costs
or central services omitted !'rom the plan
will not be reimbursed.

D. SUBMISSIONREQUIRI!:MXNTS

1. mach 8tate will submit a pl.a.nto the De-
partment or Health and Human Services ror
each year in which It cl&1mscentral service
costs under Federal awa.rds. The pI.a.nehould
include (a) a projection or the next year'e al-
iocated central BernCe ooat {based either on
actual costs for the most recently completed
year or the budget projection ror the com1Ilg
year), and (b) a reconc1l1ation of actual allo-
cated central service costs to the estimated
costs used lor either tbe most recently com-
plated year or the year immediately pre-
ceding the moat recently completed year.
2. Each major local government 1Bal80 re-

quired to Bubmit •. plan to ite cogn1sa.nt
agency lor indireCt costs annually.
3. All other local governments cla.1m1ng

central service costs must develop a plan in
accordance with the requlreme:ats deecrlbed
in this Part and maintain the plan and re-
lated supporting documentation ror audit.
These local governments are not required to
submlt their pllU1llror Federal approval un-
less they a.re specifically requested to do 80
by the cognizant agency for indirect coste.
Where a local government only receives
funds as a suhrecip1ent, the p8.8ll-throughen-
tity will be reepona1ble for monitoring the
subreciplent's plan.
4. All central service cost allocation plane

will be prepared and, when reqntred, sub-
mitted within six months prior to the begin-
ning of each of the governmental unit's fis-
cal yell.l'llIn which It proposes to claim cen-
t.ral service costs. Extensions may be grant-
ed by the cognizant agency for indireot oosts
on a caBe-by-oasebasis.

E. DoCUMBNTATlON Rl!lQUlREMBNTS FOR
BUBIoU'ITED PLANS

The documentation requirements described
in this section may be modified. expanded. or
reduced by the cogn1sa.utagency for 1nd1rect
costs on a case-by-case bae1B.For exa.mple,
the requirements may be reduced for those
central eervices which have little or no im-
pact on Federal awards. Conversely, if a re-
view of a plan Indicates that certain addi-
tional Information 1Bneeded, and will likely
be needed in future years. It may be rou-
tinely requested in future plan 8ubmlsslons.
Itemll marked with an aster1Bk (.) should be
submitted only once; subsequent plans
should merely Indicate any Cbang88since the
last plan.

pt. 200, App. V

1. GenMal

All proposed plans must be accompanied by
the following: an organ1za.tion chart BUen-
ciently detailed to 8how operations Including
the central service activities or the state!
local government whether or not they are
shown as benefitting from central service
functions: a copy oC the Comprehensive An-
nual Financial Report (or a copy of.the Exec-
utive Budget if budgetsd costs are being pro-
posed) to BUPportthe allowable colltll oC eacb
cent.ral service activity included in the plan:
and. a certification (see subsection 4.) the t
tbe plan was prepared in lLllcordance wltb
tb1s Part, contains only allowable coste, and
was prepared in a manner that treated 81mi-
lar coste ooDB1stent!y among the varioue
Federal a.Ward8 and between Federal and
non-Federal awardslactivltiee.

2. AUocated Central SmJices

For each allocation central service·, the
plan must also include the following: a brief
description of tbe service, an Identification
of the unit rendering the service and the op-
erating agencies receiVing the service, the
items of expense included in the cost of the
service, the method used to distribute the
cost or the service to benefitted agenclee,
and a summary schedule showing the alloca-
tion or eacb service to the spec1tlobenefitted
agencies. If any self-insurance funds or
!'rIngebenefits C08teare treated as a.llocated
(rather than b1lled) central servic88, docu-
mentation discu88ed in 8ubsection8 3.b. and
c. must also be inoluded.

3. BlUed Service8

a, General. The informa.tion deecr1bed in
th1Bsection must be provided cor a.ll b1lled
central servlcee. Including intema.l service
funds, self-ineuraDoe funds, &nd !'ringe ben-
entfunde.
b. Intema.l service funds.
(1) For each intema.l service fund or 81m!-

lar activity with an operating budget oC 55
million or more, the plan must include: a
brier description of each 8ervice: a balance
sheet ror each fund based on individual ac-
counts contained in the governmental unit's
accounting system: a revenue/expenses state-
ment, with revenues broken out by source,
e.g., regular billings, interest earned, etc.: a
listing of all non-operat1ng transfers (as de-
fined by Generally Accepted Accounting
Principles (GAU» into and out or the fund;
•. description of the proceduree (method-
ology) used to charge the ooets of each serv-
ice to users, including bow billing rates are
determined: a schedule oC current rates; &Dd,
a schedule comparing total revenues (mclud-
1n.gImputed reveDues) generated by the eerv-
ice to the allowable coste DC the service, a8
determined under this Part, with an expla-
nation of bow varianceB will be handled.
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(2) Revenues must consist of all revenues
generated by the service, includ1ng unbilled
and uncollected revenuee. If sorne users were
not b1lled Cor the services (or were not b1lled
at the tun rate for that cla.8II oC users), a
schedule shoWing the full imputed revenues
ll880clated with these uaers must be pro-
vided. E%penseamust be broken out by ob-
Ject cost categories (e.g.• ll&larllll!,lluppll88,
etc.).
c. Self-insurance /'Iln48. For each self-inaur-

anee fund, the plan must include: the fund
bala.nce sheet; a &ta.t.ementOf revenue and
exPenses Includ1ng. a summary of biillngs
and c1&1mllpaid by apncy; a llattng of all
non-operating tr&DBIereinto and out of the
fund; the type(s) of rlak(s) covared by the
fund (e.g., automobile liab1llty, workers'
compensation, eto.); an explanation of how
the level of fund contributions are deter-
mined, tnclud.ing a copy of the current actu-
arial report (with the actuarial ll88umptions
used) 1f the contributiona are determined on
an actllArial buill; and, a dellCl'1ptionof the
procedures wsed to charge or alloe&te fund
contributions to benefitted activitiee. Re-
serve levale in exoees of cla1m8 (1) 8ubmitted
and adjudicated but not pa.1d,(2) lubmltted
but not adjudicated, and (3) incurred but not
submitted must be Identified and expla.1ned.
d. Fringe benefitl. For tr1nge benefit coete.

the plan must include: a 118tingof fr1nge ben-
ents provided to covered employees, and the
overall annual cost of each type of benent;
current frtnge benefit policies; and proce-
dures used to charge or allocate the costs oC
the benents to benefitted activities. In addi-
uon, Cor pension and postrret1rement health
insurance pla.ne, the following information
must be provided: the governmental unit's
funding policies, e.g., legiBl&tivebUIe. trust
~eementa, or 8tate:-mandated contribution
rules, 1C difCarent from actua.rtally deter-
mined rates; the penaion plan's costa accrued
for the year; the amount funded, and date(e)
of funding; a copy of the current actuarial
report (illcluding the actuarial assumptions);
the plan trustee's report; and, a. schedule
trom the activity showing the value of the
interest cost &88oc1atedwith late funding.

I. Required Certification

Each central service oost allocation plan
w1llbe a.ccompanied by a certification in the
following form:

CERTIFlCATE OF COSTALLOCATION
PLAN

This 18to oert1Cythat I have reviewed the
oost allocation plan submltted herewith and
to the best of my knowledge and beUet:
(1)All costs included in th1aproposal [1den-

t1fy date] to eetabllsh cost allocations or bU-
11ng8for [Identify pertod covered by plan] are
allowable ill acoordLnce with the require-
ments of this Part and the Federal award(s)

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

to which they apply. Unallowable costs have
been adjusted for In allocating costa as indi-
cated in the coat allocation plan.
(2) All costa included in this proposal are

properly allocable to Federal awards on the
basis of a benefiCial or cauaal relationehlp
between the expenses illcurred and the Fed-
eral awards to which they are allocated in
accordance with applicable requirements.
Further, the same costs that have been
treated as 1nd1rect oosts have not been
clalmed as d1reot costa. S1m1la.r types of
coats have been accounted for cOnailltentJy.
I declare that the foregoing is true and cor-
rect.

Governmental Un1t:
Signll.ture:
Name of Orncllil:
Title:
Da.te of Exeoution:

F. NEGOTIATION AND ApPROVAL OPCEN'1'BAL
SBRVICE PLANs

1. Fetkral Cognizant Aslencu lor Indirect Costs
Arngnmentllor Cost. NegoU4tton

In general, unleas different arrangements
are agreed to by the concerned Federal &gen-
etes, for central service cost allocation
plans, the coen1:z,antagency responsible for
review and approval Is the Federal agency
with the largest dolla.r value of total Federal
awards with a governmental unit. For indi-
reot oost ra.tes and departmental indirect
cost allocation plans. the cogn1u.nt agency
18the Federal agency with the largest dollar
value of direct Federal awards with a govern-
mental unlt or component, a.a appropriate.
Once dealgnatad a.a the oogn1za.ntagency for
indirect coats, the Federal agency must re-
ma.1n 80 for a period of five yea.re. In addi-
tion, the following Federal a.renci88 cont1Jlue
to be reapons1hle for the Indicated govern-
mental entities:

Department of Health ana Human Servtces-
Publ1c a.aalatance and state-wide cost aUoca.-
tion plana for all states (Includ1ng the Dia-
met of Columbia and Puerto Rico), state
and local hosp1tale, libraries and heal t.h dis-
mete.

Department of the Interior-Indian trtbal
governments, territorial governmente. and
state and local park and recreational dis-
tricts.

Department 0/ Labor-State and looal laber
deputments.

Department 0/ Education-8chool dlatricts
and state and local education agencies.

Department 0/ Agriculture-State a.nd local
agriculture departments.

Department 0/ Tran"portation-State and
100alairport and port AU thori tiel a.nd tra.nsl t
districts.

Department of Commerce-State and local
economic development dlatricts.
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Department of Houlling and Urban DeVfllop-
ment-State and 1008.1houll1ng and develop-
ment districts.

EnlriTonmental Protection Agencv-State and
local water and sewer districts.

2. Rev/ew

All proposed oentral service cost a.lloca.tion
plans that are required to be submitted wID
be revlewel1, negot1a.ted, and approved by the
cognizant agency Cor indirect coste on a
timely ba8ill. The oognizant agency for indi-
rect coats will review the proposal within six
months of receipt of the propoll8.l and either
negotiatet'approve the propoeaJ or adv1lle the
governmental unit of the additional docu-
mentation needed to eupportJevaluate the
proposed plan or the cba.ngB8 requIred to
make the proposal acceptable. Once an
agreement with the governmental nn1t hall
been reaohed, the al1'8ement 11'111be aooepted
and uBedby all Federal agendee, unIllll8 pro-
hibited or 11mited by statute. Where a Fed-
eral awarding agency has rea.son to believe
that special operating factors aftecting lte
Federal awards necessitate special conslder-
a.t1on, ths tlmding agency w111,prior to the
time the plans are negotiated, notify the
cognlsant agency for lnd1rect coste.

J. .Agreement

The results of each negotiation must be
formalized In a written agreement between
the cognizant agency for ind1rect coste and
the governmental nn1t. Thill agreement w11l
be snbJect to re-opentng if the agreement ill
subeeqnently found to violate a statute or
the Infonn&tion upon which the plan was ne-
got1&ted Is la.ter found to be materially In-
complete or 1ne.courate. The results of the
negotiation must be made avallable to all
Feder&llli'enciee for their use.

4. .Adjurtments

Negotiated cost allocation Jllans based on a
propoll8.l later found to ha.ve included coste
t.ba.t: (a) are unallowable (I) as specified by
law or regulation, (11)as Identified in subpart
F, General Prov1llloDll for selected Items of
Cost of this Put, or (111)by the terms and
conditions of Federal awards. or (b) are nnal-
lowable because they a.re clearly not allo-
cable to Federal awards, must be adjusted, or
a. reru.nd mult be made a.t the option of the
cognizant agency for indirect costs, includ-
Ing earned or Imputed Interest from the date
of transfer and debt intereet. if applicable,
cba.rgeabla in accorda.nce with applicable
Federal cognlsa.nt agency for Indirect ooste
reguIatione. Adjustmente or cash retunds
may include. at the option of the cogntzant
agency for Indirect costs. ea.rned or Imputed
interest from the date of eXpenditure and de-
llnqnent debt Interest, If appllcable, charge-
a.ble in a.ccordance with a.ppllcable cogntzs.nt
agency claims coUection regulations. These

pt. 200, App. V

a.djnstmente or retunds are deelgned to cor-
reot the pla.ns and do not constl tu te a re-
opening of the negotiation.

G. OTHERPOLICIES

J. Billed Central Sef'v/ce .Activities

Each billed central servIce activity must
separately account for all revenues (includ-
1ng Imputed revenues) generated by the serv-
Ice. expenses Inourred to f'ornl.sh the eervlce,
and profltll0B8.

Z. Working Capttlll Ruervu
lnterna.l service tlmde are dependent upon

a. reasonable level of working capital reserve
to operate from one 1l1!11ngcycle to the next.
Chargee by an internal aerviee activity to
provide Cor the BStabllahment and ma.inte-
nance of a reasonable level of working cap-
ital reserve. in a.ddttion to the full recovery
of oosts, are allowable. A worklng capital re-
serve as part of reta.1ned ea.rnlnp of up to 6()
calendar days cash expenses for norma.! oper-
ating purposes is considered reasonable. A
working capital rBServe exceeding 60 cal-
endar days may be approved by the cog-
nizant agency for indirect coste in excep-
tional cases.

3. CaTTJI-Forward. .Ad.j1atmmts of AUocoted
Central Sef'v/ce Costs

Allocated central service costs are llBually
negotiated and approved for a future Osca.l
year on a "fixed with carry-forward" basis.
Under th1ll procedure. the fixed amounts for
the future yea.r covered by agreement are
not subject to adjustment for that year.
However. when the actual coste ot the year
Involved become known, the dHferenoee be-
tween the flxed amounts previoullly approved
&Ddthe actual coste w1ll be cLlT1sd forward
&Dd used as an adjustment to the flxed
amounte eetabl1Bhed for a later year. This
"carry-forward" procednre applies to all cen-
tral servioes whose costs were fixed In the
approved plan. However, a carry-forward ad-
justment is not permitted, for a.central serv-
Ice activity that was not included In the ap-
proved plan, or for unallowa.ble costs that
must be reimbursed Immediately.

4. Ad.j1atments of Bilud Central Services

Billing rates used to charge Federal awards
must be based on the est1ma.ted coats of pro-
viding the services, including an estlma.te of
the allocable central service coets. A com-
pe.rison of the revenne generated by each
billed service (including total revenues
whether or not billed or collected) to the ac-
tual allowa.ble coste of the service will be
made a.t least annually. a.nd an adjustment
w11lbe made for the difference between the
revenue and the allowa.ble coste. These ad-
jultmente will be made through one of the
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Collowingadjustment methods: (a) a cash re-
fund including earned or imputed interest
fi"omthe date of transfer and debt interest, tc
applicable. chargeable in accordance with
appl1cable Federal cognizant agency for indi-
rect coats reguJatioIlll to the Federal Govern-
ment tor the Federal share of the adjust.-
ment.. (b) credits to the amounts charged to
the individnal programs. (c) adjustments to
future bllltng rates, or (d) adjustments to al-
located central service costs. Adjustments to
allocated oentral services will not be per-
rn1tted where the total amount of the adjust-
ment tor a pa.rtioular service (Federal share
and non-Federal) sh&re exceeds ~600.000. Ad-
justment methods ~ include, lotthe option
of the coll"D1za.ntagency, earned or imputed
interest from the date er expenditure and de-
linquent debt interest. it appl1cable. charge-
a.ble in accordance with applicable cogn1Za.nt
&!renDYola1mecollection reguia.tioIlll.

5. RecOt'ds RetentIon

All centra.l service cost alloca.tion plans
and rela.ted documenta.tion used as a. ba.sill
Cor ola.im1ng coats under Federal awa.rds
must be retained tor a.udit in accordance
with the records retention requirements oon-
ta.tned in Suhpe.rt D-Poet Federal Award
Requirements. ot P&.rt200.

6.AppeaU

If a dispute ariees in the negotiation of a
plan between the cogn1za.Dt&!rencyfor indi-
rect ooate and the governmental unit., the
disputs must be resolved in accordance with
the appeals procedures oC the cognizant.
agency Corindirect costa,

7. OMS Amstance

To the extent that problems are eaceun-
tared among the Federal agencies or govern-
mental units in oonnectlon with the negotia.-
tion and approval proceas, OMBwill lend as-
lI18tance, as required. to resolve euch prob-
lems in a timely manner.

APPENDIX VI TO PART 200-PUBLIC
ASSISTANCE COST ALLOCATION PLANS

A.GENERAL
Federally-fln&nced progr&D18a.dminilItered

by Bta.tepublic a.as1stance agencies are Cund-
ed predom1nAtely by the Department of
Health and Human Services (HHS). III sUIr
port of its stew&rdah1p requirements, HHa
has published requirements Cor tbe develoIr
ment, documenta.tion. submlssion. negotia.-
taon, and approval at publtc aes18tance oost
allocation plaIlll in Subpart E oC o!O CFR P&.rt
95.All administrative costs (direct and indi-
rect) are normally charged to Federal awa.rds
by imPlementing the pnblfc assistance coet
allocation plan. This Appendix extends these
requirements to all Federal awardlng agen-
Oi88whose progra.ma are adminietered by a

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

state public ase18tance agency. Major feder-
ally-fiDanoed. programs typioally admtnte-
tared by state public as8illtance agenciea in-
clude: Temporary Aid to Needy FamUies
(TANF). Medlcatd, Food Sta.mps. Child Sup-
port Enforcement. Adoption Assistance and
Foster Care, and Social Services Block
Grant.

B. DBFINlTlONB
1. State pullile as.ti8tance aQe1IC1/means a

state ~nDY a.dmtntaterinlr or supervie1ng
the a.dmtn1atration of one or more public a.e-
1118ta.nceprograms operated by the sta.te as
identified in Subpart E or 46 CFR Part 95.
For the purpoae ot this Appendix. theee pr0-
grams include all programs admiDtstered by
the sta.te publtc aastatance agency.

2. State public asmtanc:e atle7IClI COIU means
all costs incurred by. or allocable to. the
Bta.te public a.as1stance agency. except ex-
penditures for tiDanoial ase18tance, medica.!
contractor pa.ymsnts. tood stamps, and pay-
ments for services and goods provided di-
rectly to program recipients.

C, POLICY
Sta.ts publ1c assistance agencies wm de-

velop. document and implement, and the
Federal Government will review. negotiate.
and approve, public a.eeistance cost alloca-
tion plans in accordance with Subpart E of 45
OFR Put 95. Tbe plan will inolude all pro-
grams admtn1stered by the state publ10 as-
silltance agency, Where a letter of approval
or disapproval 18transmitted to a eta.te pub-
ltc a.eeistance agencY in accordanoe with
Subpart E, tbe letter wUl apply to all Fed-
eral &!renoiesand programs. The rema1n1ng
I18CtionaoC th18 Appendix (except tor the re-
quirement for cet"tillca.tion) summarize the
provtstonB oC Subpart E ot 4~ CFR Part 1I1i.

D. SUBMlBSION, DocUMENTATION. AND AP-
PROVAL OFPUBLIo ASSISTANCE COST ALLo-
OATIONPLANS
1. Sta.te public assilltance agenCies are re-

quired to promptly submit amendments to
tbe cost allocation plan to HHB for review
and approval.
2. Under the coordination process outlined

in section E, Review of Implementation of
Approved Plans, &tlected Federal agencies
will review all new planB and plan amend-
ments and provide comments. as a.ppro-
prtate. to HHS. Tbe effeotive date at the plan
or ple.n amendment will be the llrst day oC
the calendu quarter following the event
that required the amendment. unleas an-
otber date is Bpeo11lcallyapproved by HHS.
HHS. as the cognJza.nt agency tor indirect
costs acting on behalf of all &UectedFederal
agencies, will. as necell88.1'Y.conduct negotia.-
tions witb the Bta.tepubl1c assistance agency
and will inform the sta.te &!rllncyof thll AC-

tion taken on the plan or plan amendment.
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E. REvIEW 0 •• IMPLEMENTATION OF APPROVED

PLANs

1. Blnce public &881stancecost eJloca.tion
plane are of a narrative nature, the review
during the plan approval process comillte of
evaluating the appropriateness of the pro-
posed grouplnge of costs (cost centers) and
the related allocation bases. AB such, the
Federal Government needs some assurance
that the coat eJlocatlon plan b&e been imple-
mented as a.pproved.Th1s 18 a.ccompl1shedby
reviews by the Federal awa.rd1ng agenoies,
single audite, or audita conduoted by the the
cogn1z&ntagency for Indirect coste.
2. Where inappropriate chargel!l affecting

more than one Federal awa.rding agenoy are
Identified. the cornIza,nt HHS ooet !legotia-
tlon omce will be a.dv1Hdand wUl take the
lead In resolving the Issue(s) &8provided for
In Subp&.rtE of 46 CFR Part 95.
S. U a diapute arIse8 in the negotiation of

a pla.n or from a. d1e&llowanceinvolving two
or more FedereJ awarding agencies, the dis-
pute must be resolved in accordance with the
a.ppealsprocedures set out in 46 CFR Part 16.
DIBputes Involving only one FedereJ award-
Ing agency will be resolved In acoordance
with the Federal awarding agency's appeal
proC88B.
4. To the extent tha.t problems are eneoun-

tered among the FedereJ awarding agencies
or governmental unite In connection with
the negotiation and approval process, the Of-
floe of Management and Budget will lend as-
sistance, as required, to resolve such prob-
lems In a timely manner.

F. UNALLOWABLE COSTS
Claim8 developed under approved cost allo-

cation plans will be balled on allowable COllte
ae Identified In this Part. Where unallowable
coste have been cla.lmed and re1mbuned,
they will be refUnded to the program that re-
Imbursed the unallowable cost wng one of
the following methods: (a) a ca.sh refund, (b)
Offset to a subsequent ola.1m,or (0) cred1te to
the amounte charged to Indivldu.a.lFederal
a.wa.rds. Cash refUnds, offsets, and cred1te
may include at the option of the cogniz&Dt
agency for Indirect cost, earned or Imputed
Interest from the date of expenditure and de-
linquent debt Interest, If applicable, charge-
able In accordance with applicable cogniz&Dt
agency for Indirect oost cla.1me collection
regulations.

APPENDIX vn TO PART ~TATES AND
LoCAL GoVERNMENT A1>'D INDIAN
TRIBE INDIRECT COST PROPOSALS

A. GENIIRAL
1. Indirect coste are those that have been

Incurred for common or joint purposes.
These coste benefit more than one cost ob-
jective and CB.DDotbe readily Identified with
a. particular final cost objective without ef-

PI, 200, App. VII

fort dillproportionate to the resulte achieved.
After direct coste bave been determined and
a.sslgned directly to FedereJ awa.rds and
other activities as a.ppropria.te. Indirect coste
are those rllma1n1ngto be allocated to bene-
ntted COltobjectives. A cost may not be al-
located to a. FedereJ award lUIan Indirect
cost If any other cost Incurred for the earne
purpose, In like C1rcumBt.e.nCes,b&e been as-
signed to a FBderal award lUIa direct cost.
2. Indirect ooete Include (a) the indirect

costs origiDa.tIng In each department or
ageney of the governmenta.l unit carryIn.g
out Federal awa.rds and (b) the ooetl! of cen-
tral governmental servloes distributed
through the central service cOllt allocation
plan (ae d88Cr1bedIn Appendix V to Part
200-Statefi.ocal Government and Indla.n
Tribe-Wide CentreJ Service Coet Allocation
Plans) and not otherwise treated ae direot
costs.
S. Indirect coste are normally charged to

Federa.l awa.rdBby the use of an Indireot cost
rate. A separate Indirect cost rate(s) IBusu-
ally neoessary for each department or a.pn-
cy of the governmental 11ll1tclaiming indi-
rect costs under Federal awa.rdl!.GuidellnBll
and Illustrations of 1ndtreot ooet proposals
are provided In a brochllJ'9 pub11ahedby the
Department of Health and Human Services
entitled "A Guide for SLaw and Local Govern-
ment Agencies: COlt Principles and PrOCedUnll
fOT Establishing Cost AUocatlO1l Plaru and Indi·
rect Cod Rates lor Grants and ContTacts 1Dith
the Federal Governmtnt." A oopy of thl8 bro-
chure may be obtained from the HIlS Cost
Alloca.tion Services or a.t their Web site at
https:llrates.prc.goll.
4. Because of the diverse characterletlcs

and accounting practioes of govemmental
unite, the types or ooste which may be ol&88i-
ned as indirect coste ca.nnot be spectned In
all e1tuations. However, typloal examp18llof
Indirect coete ma.y include certain state!
local-wide central service costs, general ad-
ministration or the non-Federal entity ac-
counting and personnel semcee performed
withln the non-FedereJ entity, depreciation
on buUdlnga and equipment, the costs of op-
erating and maintaining faollities.
6. Th1BAppendix d08ll not applY to etate

public B.SII1stanceagencies. Th_ agencies
should refer Instead to Appendix VI to Part
200-Public A8111eta.nce Coet Allocation
Pla.ns.

B. DEFINITIONS

1. BlUe means the accumulated direct costs
(normally either total direct salaries and
wages or total direct coste exolu81veof any
extraordinary or dIBtorttng expenditures)
used to distribute Indirect coate to indi-
vidual Federal awards. The direct cost baee
seteoted should result In each FedereJ award
bearing a fair share of the indirect oosts In
reaeonable relation to the benefite received
from the coste.
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2. Base period for the alloca.tion of indirect
coats is the period In which such cOllt8are In-
curred and accumul&ted Cor&1location to ac-
tivities performed in that period. The baae
period normally should oolncide with the
government&1 unit's fisc&1Yll&l', but In any
event, must be so IIelected as to avoid inequi-
ties In the &1loca.tionof costs.
3. Cogmsant agency for IncUrect costs means

the Feder&1agency responsible for reviewing
and approving the govermnent&1unit's indi-
rect cost rate(s) on the beh&lfof the Federal
Government. The cognUant agency for indi-
rect COBtII auignment. is described In Appen-
dix V, ssct.1on F, Negotiation and Approval
of Oentral Service PlaJ1&.

4. Final Tate me8.D8an 1nd1rectcost rate ap-
plica.ble to a spec1f1edpast period which Is
baaed ODthe actual allowable costs of the pe-
riod. A fIn&1audited rate Is not Bubject to
ilodJustment.

5. Fi:re.d rate means an indirect coat rate
which baa the same characteristics as a pre-
determined rate, except that the differeDce
between the est.1mated coats and the actual,
allowable costs of the period covered by the
rate is carried forward as an adjustment to
the rate computation of a subsequent period.
6. IndiTect cod pool is the accumulated

costs that jointly benefit two or more pro-
grams or other coat obJectives.
7. 11Ulirect cod rate Is a device for deter-

minIng In a rea.aonable manner the proPQr-
tion of Indirect costs each program should
bear. It Is the rat.1o (S%presaedas a percent-
age) ot the Indirect costs to a direct COBt
base.
8. In4irect co,l Tate proposal means the doc-

umentat.1on prepared by a governmental unit
or subdivision thereof to substantiate its re-
quest ror the establ1ehment of an Indirect
cost rate.

9. PTedeteTmine.d rate means an Indirect coat
rate, applicable to a specified current or fu-
ture period, usually the government&1 unit's
fllloa.lyear. Thia rate is based on an est.ima.te
of the costs to be Incurred dl1riIl8"the period.
Except under very unusu&1circumstances, a
predetermined rate is not subject to adjust-
ment. (Because of legal COJIBtraints, pre-
determined rates are not permitted for Fed-
eral contracts; they may, however, be used
for grants or cooperative 8.lrreements.) Pre-
determined rates may not be used by govern-
ment&1 units that hAve not submitted and
negotiated the rate with the cognizant agen-
cy ror Indirect costs. In view of the PQtent1al
advantages offered by this procedure, nego-
t.1ation of predetermined rates for Indirect
costs for a period of two to four yeare should
be the norm In those situations wbere the
cost e%perience and other pertinent facts
availa.ble are deemed IlUtncient to enable the
parties involved to reach an informed Judg-
ment as to the probAble level of Indirect
costs during the eDlluingaccountIng periods.

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

10. PTovt&iona.l rau means a temporary indi-
rect cost rate applicable to a speclfled period
which is used for fundIng, Interim reimburse-
ment, and reportlng Indirect costs on Fed-
eral awards pending the establlehment of a
"flnal" rate tor that period.

C. ALLOCATION OF DmmBCT 008TS AND
IllITERMINATION OlP lNDIRJlCT OOST RATES

1. General

a. Where a government&1 unit's depart-
ment or agency has only one major function,
or where &11its major f'unCtiOIlSbenefit from
the Indirect coats to appro%imateIy ths same
degree. the allocation of Indirect costs a.nd
the oomputation of an indirect cost rate may
be accomplished through simplliled a.iloca-
tion procedures as described In subsection 2.
b. Where a government&) unit'a depart-

ment or agency has several major timot.1ona
which benefit mm its Indirect coets In VU'Y-
ing degrees. the &110ca.tionot indirect C081.8
may require the accumu1&t.1onof such costs
into separate cost groupin&'awhich then are
allocated individually to benefittsd tunc-
tiona by mll&Illlot a base which best meas-
ures the relative degree of benefit. The indi-
rect coats allocated to each function are
then distributed to individu&1 Federal
awards and other activltiee included In that
tunctron by mea.ns ot an Indirect COIltrate(s).
c. Specific methods tor allocatIng Indirect

coats and oomputlng Indirect coat rates
along with the conditions under which ea.ch
method should be used are described in Bub-
sections 2, Sand 4.

2. Simplified Metlwd

a. Where a non-Feder&1 entity's major
f'unctiOIlSbensflt from its indirect costs to
appro%1mately the lI8.llledegree, the alloca-
tion ot Indirect costs may be accomplished
by (1) classifyIng the non-Feder&1 entity's
total costs for the base period as either di-
rect or indirect, and (2) dividJ.ngthe tot&11Ll-
lowable Indirect coats (net of applica.ble
credits) by an equitable distribution base.
The result of thia process is an 1nd1rect cost
rate which is used to distribute indirect
coats to individual Feder&1awards. The rate
should be expressed as the percentage which
the tot&1amount of allowable Indireot costs
beare to the baae selected. This method
should also be Wled where a govermnental
unit's department, or agency has only one
major function encompassIng a number of In-
dividu&1projects or activit.1ea. and may be
used where the level of Federal awards to
that department or agency i& rela.tlvely
6Ul&11.
b. Both the direct ooats and the Indirect

coats must exclude ca.pltal expenditures and
unallowable coete. However, unallowable
coats must be included In the direct coste if
they represent activities to which indirect
coats are properly allocable.
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c. The diatribution base mAY be (1) tota.l di-

rect coets (excluding capital expenditures
and other distorting Items, such a.s pal!8-
through fl1llds, BUbcontracts iII excess of
S2li,OOO, partioipant support costs, ete.), (2)
direct aalar1es and wages. or (3) another base
which results In an equitable distribution.

3. MvlUple Allocation Ba,e Method

a. Where a non-Federal entity's lndlrect
coete benefit ite major functions In varying
degrees, suoh ooets must be a.cou.mulated
Into separate cost grouplngs. Each grouping
must then be allocated Individually to bene-
fitted t'lmotloDBby me&llll oC & base which
beet measures the relative benefite.
b. The cost groupings Mould be eetabl1llhed

eo as to permit the allocation oC ea.ch group-
1ng on the basis oCbeneflts provided to the
major funotions. Each groupiDg Mould con-
stltuts a pool of expenses that are of like
character In terms of the t'lmctioDBthey ben-
efit and 1n terms of the allocation base
which beet measures the relative benefIte
provided to each t'lmction. The number of
separate groupings should be held within
practical limite. ta.kiDg Into consideration
the materi&llty of the amounts Involved and
the degree of preclalon 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 funotions. When an allocation can be
made by asBignment of a coet grouping di-
rectly to the fUnction benefitted, the alloca-
tion must be made 1n that manner. When the
expeIIBesIn a grouping are more general in
nature, the allocation Ilhould be made
through the use of a 88l.ectedbase which pro-
duces reeults that are equitable to both the
Federal Government and the governmental
unit. In general, any oost element or related
factor aasoc1ated with the governmenta.l
unit's activities Is potentially adaptable for
USB as an allocation base provided that: (1) it
can rea.diIy be expreased 1n terms of dollars
or other quantitative meaeurea (tota.l dlreot
oosts. direot ea.larles and wages. Iltaff houre
applied, square feet used, hours of Ull&ll'e.
number of doouments processed, population
served, and the like), and (2) it 1f;common to
the benefitted functions during the ba.8epe-
riod.
d. Ebroept where a epecial Indirect cost

rate(8) 18 required In aeoordance with para-
graph (C)(4) of th1f!Appendix, the separate
lITOuplngllof indirect coate allocated to eacb
major fl1llotion must be aggregated and
treated all a common pool for that function.
The costs In the common pool must then be
distributed to individual Federal awarda in-
cluded In that function by use of a single in-
direct cost rate.
e. The d1etrlbution base used 1n computing

the indirect oost rate for each function may
be (1) total direct costs (excluding capital ex-
penditures and other distorting items sucb

Pt. 200, App. VII

aa p&88-throughfI1IIds,8Ub&wa.rdaIn excelS of
SZ,OOO, participant support coete, etc.), (2)
direct sa.larlee and wages, or (3) another bue
whicb results In an BQUitable distribution.
An Indirect 008t rate should be developed for
ea.ch separate Indirect COIltpool developed.
The rate in eacb case should be stated as the
percentage relationship between tbe par-
ticular indirect ooet pool and the distribu-
tion baBeIdentified with that pool.

4. SpecIa.l Indirect Cart Rotes

a. In some Instanoes, a BIngle1nd1rect cost
rate for all &et1vities of a non-Federal entity
or for ea.cbmajor t'lmction of the agency may
not be appropr1&te. It may not take Into ac-
count those different factors wbloh may Bub-
stantially a.1rectthe indirect costs applicable
to a particular JlI'Oi'r&!Ilor group of pro-
grams. The factors may Include the phYSical
location of the work, the level of admtn1stra-
tiVBsupport required, the nature of the fa-
oillties or other resource. employed, the or-
ganizational arJ'&I1CBID8ntsused, or any com-
bination thereof. When a partloular Federal
award Is carried out In an envirOnment
which appeare to generate a algnltl.cantly
di1Ierent level of Indirect costs, provie1on8
should bs made for a 88parate Indirect oost
pool applicable to that Federal award. The
separate Indirect cost pool should be devel-
oped during the course of the regular alloca-
tion prOCB88.and the 88parate Indirect cost
rate resulting therefrom should be used, pro-
vided that: (1) The rate differa slgn1tl.cantly
Cram the rate which would have been devel-
oped under paragraphs (C){2) and (CX3) of
thla Appendix. and (2) the Federal award to
which the rate woul4 apply 1a material in
amount.
b. Where Federal statutes restrlot the re-

Imbursement of certa1n Indirect COIlts. It
may be neoees&ry to develop a epactal rate
[or the affected Federal award. Where a "re-
stricted rate" Is requ1red., the aame proce-
dure for develop~ a non-restricted rate will
be lLBedexcept for the additional step of the
elimination from the indirect COlltpool thOlle
coste for which the law prohibIts reimburse-
ment.

D. SUBKISSION AND I><><lmONI'ATlON OF
PRoPOl5AL8

1. Submi,sion of IndIrect Co,t Rote Pl"oposals

a, All departments or agencies of the •.ov-
ernmeDtal unit des1rlDg to cl&IJDIndirect
coste under Federal awa.rdl!must prepare La
indirect COIltrate proposal and related docu-
mentation to support tho88 coete. The pro-
posal and related dooumentatlon must be re-
tained for audit In accordance with the
recorda retention requirements contained In
5200.833 Retention Requirements for Recorda.
b. A •.overnmental department or agency

unit that reCl!iv811more than S36 million In
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direct Federal rundiDg mWlt submit Ita lIIdi-
rect cost rate propoaal to Ita cogn1Z&ntagen-
cy Corind1rect costa. Other governmental de-
partment or agency must develop an lIIdirect
cost propolS&l111accorda.nce with the require-
menta of this Part and ma1ntalll the propoB&l
and related BUpportJ.ngdocumentation for
audit. Theee governmlllltal departments or
agenc1lll!1are not required to eubm1t their
proposa.le UDlIlBllthey are apec111c&llyre-
quested to do 80 by the COi"Dizant agency for
lIIdirect coats. Where a non-Federal entity
only recelvllB Cunde a8 a aubrec1pient, the
p&llB-throUlfhentity w11lbe responsible for
ne~ot1a.ting and/or mon1tor1lli the aubrecipi-
ent's lIId1reot costa.
c. Ea.c:bIndian tribal government dll81rl.ng

reimbursement of 1Ild1rect.OOIItsmust, submit
Ita lIIdirect oost propoB&lto the Department.
oCthe Interior (Ita cognizant agency for lIIdi-
rect costs).
d. Indirect cost proposals must be devel-

oped (and, when required. submitted) within
ailt montha a.fter the close of the govern-
mental unit's f18ca1year, unlll8llan exception
16approved by the cogn1za.ntagency for lIIdl-
rect costs. If the proposed central aerv1ce
COBt allooation plan for the same period ha.B
not been approved by that time, the lIIdirect
oost proposal may be prepared including an
amount for central slll'V1C68tha.t 16based on
the la.tll8t federalJ.y-a.pprovedcentral service
coat allocati01l plan. The difference between
theBe central service &mounts and the
smounta ultimately approved will be com-
pensated for by an adjustment in a subse-
Quent period.

2. Documentation of Proposals

The following must be lIIcluded with each
lIId1rect coat proposal:
&. The rates propoeed., includinir sube1d1ary

work aheeta and other relevant data.., (ll'OSS
referenced and reconcUed to the fin&nc1&l
data noted in sllbaection b. Allocated oentral
service coats w11lbe supported by tha sum-
mary table 1ncluded 111the approved oentral
servioe cost allocation plan. Th1a summary
table 16 not reqll1red to be submitted with
the indirect coat proposal if the central serv-
Ice coat allocation plan Cor the same f16cal
year ba.B been approved by the cognizant
agency for indirect coats and la av&llabls to
the funding agency.
b. A. copy oCthe f1.ns.ncialdata (f1Ilanclal

statemente. comprehensive annual t1n&nclal
report, executive budgate. a.ccount1Jlg re-
porte, etc.) upon which the rate Is baaed. A.d-
jUlltmente reaultlng mm the use of
unaudited data will be recognized, where ap-
propria.te, by the Federal cogn1Z&ntagency
for indirect costa 111a subeeqllent proposal.
c. The approxtmate amount oC direct b&ee

coste incurred under Federal awarda. Theee
costs should be broken out between salaries
and wages and other direct costa.

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

d. A ohart mowing the organ1sational
structure or the agency dur1llg the period for
which the propoeal applies. along with a
functional statement(e) noting the duties
and/or reeponsibUities of all units that com-
prise the ageDCY.(Once thill ill 8ubm1t;ted,
only revisions need be Bubmitted with subse-
quent proposals.)

3. ReqWred certijicaAlm.

Ba.ch indireot cost rate propoB&lmust be
accompanied by a certifiCAtion in the fol-
lowing form:

CBRTD'ICATE 0)1'INDIRECT COSTs

TbiJl is to certltY that I have reviewed the
indirect cost rate pi'opoBal submitted here-
wIth and to the best of my knowledge and
belief:
(1) All costs included in thla propoaal [Iden-

tify date] to establish bUling or f1n&1indi-
rect coste rateB tor [IdentItY period covered
by rate] are allowable in accordance with the
requirements oC the Federal a.ward(a) to
which thay apply and the provle1ons of this
Part. Unallowa.ble coste have been a.djusted
for 1n allocating costs as lnlliCAtedIn the in-
direct cost propoeal
(2) All cost&!included in thlB propoeal a.re

properly alloca.ble to Federal awarda on the
b&eis of a. benefioial or caua&l relatlonehlp
between the eltJleIlllBllincurred aDd the agree-
mllllts to which they are allocated 1n accord-
ance with applicable requirements. Further,
the same ccets that have been treated as in-
direct coate have not been clalmed as direct
coste. Blmilar types of coets have been ac-
counted for conslatentiy and the Federal
Government will be notUled of any account-
lIIg changes that would affect the predeter-
mlnedrate.
I declare that the foregoing la true and cor-
rect.

Governmental Unit:
Slgna.ture:
Name or OMclal:
Tille:
Date oCEXIlCUtioD:

E. NlWOTlATlON AlIDAPPRovAL 0)1'RATBS.

1. Indirect cost rates will be reviewed, ne-
gotiated, and approved by the cognlza,nt
agency on a timely basla. Once a rate ha.B
been agreed upon, it w11l be aooepted and
used by all Federal agenciB8 unleea prohib-
Ited or limited by statate. Where a Federal
awarding agency ha.Breason to believe that
8pec1&loperating factors r.ffectlng lte Fed-
eral awarde necell8Uate spec1&lindirect cost
rates, the Cundlng agency will. prior to the
time the rates are negotiated, notifY the COg-
nizant; agency for indirect costs.
2. The use oC predetermined rates. if al-

lowed, 16 encouraged where the cogn1z&nt
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agency for indirect costa hall reasonAble as-
suranoe bll.8ed on put experience and rell-
able projection of the non-Federal entity's
costa, that the rate iB not likely to exoeed a
rate based on actual ooeta. Long-term &«Ttl6-
menta ut1l1ztng predetermined rates extend-
ing over two or more yea.rs are encouraged,
wbare appropriate.
3. The rtllluita of each negot1a.tlon must be

fonna11zed in a written agreement between
the oognizant &Keneyfor Indirect oosta and
the governmental unit. This agreement '91'111
be subject to re-opentng if the agreement Ie
subsequently found to violate a statute, or
the information upon which the plAnwas ne-
gotiated I.Blater found to be materially in-
complete or lna.ccurate. The agreed upon
rates must be made av&llable to all Federal
agenc1ee for tbair use.

4. Refunds must be made if propoeals are
later found to have included coste that (a)
are unallowable (I) &8 specified by law or reg-
ulation, (11)lI.8Identified In tllOO.420 Consider-
ations for selected Items of cost. of this Part,
cr (111) by the term. and conditions of Fed-
eral aw&l'ds. or (b) are unallowable beoauee
the~' are clearly not allocable to Federal
awards. Thlllle adjustments or refunds wlll be
made regardlllllll of the type of rate nego-
tiated (predetermined. final. ftxed. or provi-
sional).

F. OTHER POLICIES

I.FnngeB~fitRaUs
If overall fringe benefit rates are not ap-

proved for tbe governmental unit &8 p&rt of
the central service cost alloca.tion plan,
these rates '91'111be reviewed, negotiated and
approved for individual recipient agencies
during the Indirect cost negotiation procBBll.
In these cases, a proposed tringe benefit rate
computation Mould accompany tbe indirect
cost proposal. U frl.nge benefit rates are not
u&ed at the recipient agency level (t.e., tbe
agency speclnca.lly Ident1f\es trl.nge benefit
costa to individual employees), the govern-
mental unit Mould 80 advise the cognizant
agency for indirect coste.

2. Billed Services Provided bll the Recipient
ARency

In eome cases, governmental dep&rtments
or agencies (oomponents or the govern-
mental unit) provide and bill for services
slmUar to thoee covered by centra.! service
cost allocation plans (e.g'.. computer cen-
ters). Where thie occurs, the governmental
departments or agenoies (componente of the
governmental unit)Bhould be guided by the
requirements in Append!J: V rela.ting to the
development of billing rates and documenta.-
tion requ1rementa, and should advise the
cognizant agency Cor Indirect costs of any
b111ed services. Reviews or these types of
services (Including reviews of cost1nglbllllng
methodology, proClts or lossee, etc.) will be

PI. 200, App. VIII

made on a case-by-oase basis u warranted by
the ciroumstancea Involved.

3.Indirect Cost Allocatlon.s Not Using RaUs
In certa.1n situations, governmental de-

partments or aarencles (components of the
governmental unit), beca.Wleof the nature or
their Federal awarda, may be required to de-
velop a. coat alloca.tlon pJan that d1lltrlbutes
Indirect (and, in some C&8SB, direct) costa to
the speclflc funding source •. In these caees, a
narrative cost allocation methodology
Mould be developed, documented, main-
tained Cor audit, or submltted, as appro-
priate, to the oogniBant agency for indirect
costs Correview, negotiation. and approval.

4. Appeals

If a dispute a.r1eeain a.negotiation of an in-
direct cost rate (or other rate) between the
cogntzant agency for 1nd1rBCtcosts and the
governmental unit. the dispute must be re-
solved In accordance with the a.ppea.laproce-
dures of the cogntzant agsncy for indirect
costs.

5. Collection 01 Unallowable CosU and
Erroneoull Pa1f1l\ents

Costs spec1f\cally Identlfled as unallowable
and charged to Federal a.wards either di-
rectly or indirectly will be refunded (includ-
IDg interest cb&rgeable in accordance with
a.ppllcable Federal cognlzant agency for Indi-
rect costs regulations).

6. OMB Aulatance

To the extent that problems are encoun-
tered among the Federal agencies or govern-
mental unita in connection with the negotia-
tion and approval proceaa, OMBwill lend &8-
slatance, as reQ.ulred, to resolve sucb prob-
lems In a timely ma.nner.
['18 FR 78608. Dec. 36, llO13, as amended at 79
Fa 75889, Dec. 19, 2014J

APPENDIXvm TO PART ~NONPROFrr
ORGANIZATIONS EXEMPTED FROM
SUBPART E-COST PRINCIPLES OF
PART 200

1. Advance Technology Institute (ATI).
Charleston. South Carollna

2. Aerospace Corporation, E1 Segundo. Cali-
fornia

3. American Institutes of Researcb (AIR).
Waeblngton. DC

4. Argonne National Laboratory. Chicago, D-
llnois

S. AtomiC Casualty Commission, WlI.8h-
ington, DC

6. Battelle Memorial Institute.
HeadQ.uartered in Columbus. Ohio

7. Brookbaven National Laboratory. Upton,
NewYork
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pt. 200, App. IX

8. Charles Stark Draper Labora.tory, Incor-
porat.ed, Cambridge, I4a.sIla.chu8ett8

9. CNA Corporation (CNAC), Alexa.ndria., Vir-
g1nja

10. Environmental Institute oC Michigan,
Ann Arbor, Michigan

11. Georgia lnBt1tut.e of Technology/Georgia
Tech Applied Research CorporatiOJ1lGeor-
lfla. Tech Reaea.rch Institute, Atlanta,
Georlfla.

12. Ha.nford Environmental Health FOWlda-
tion, Richland, Waahington

13_TIT Research IDatitute, Chicago, Iil1nols
14. Institute of Ga.s Technology. Chicago, D-
llnoiB

15. Institute for DeCense AnalY8iB, Alexan-
dria, Virginia

16. LMI, MoLea.n, VL-glnia
17. Mitre Corporation, Bedford, Ma.ssachu-
eetts

lB. NobliB, Inc., FallB Charch. Virginia
19. National Radiological Astronomy Obeerv-
atory, Green Bank. West Virginia

20. NatiOJJ&l Renewable Energy Labora.tory,
Golden, Colorado

21. Oak Ridge Associated Univeraitias. Oak
Ridge. Tennessee

22. Rand Oorporation, Santa Monica, Cali-
forn1&

23. Reeea.rch Tria.ncle Institute, Researoh
Triangle Park, North Oarolln&

24. Rivel'81de Research Institute, New York,
New York

25. South Ca.rolln& Research Authority
(SORA), Charleston, South Carolina

26. Southern Reeearch Institute, Bir-
mingham, Alabama

27. Southwest Research Institute, Ban Anto-
n1o, Tex8.8

26. B1UIntern.t.tion&l, Menlo Park, California
29. Byra.cU.5e RelIearch Corporation, Syra-
cuse, New York

2 CFR en, II (1-1-15 EdlHon)

SO.Univers1ties Research AsSOCiation, Incor-
porated (National Acceleration Lab), Ar-
gonne, illinois

31. Urban Institute, WaBhin&'tonDC
32. Non-profit insurance companies. such as
Blue CraBSand Blue Shleld Organizations

33. Other non-profit OIYaniz&tions as nego-
tiated with Federal awardlng agencies

APPENDIX IX TO PART 200-HOSPlTAL
COST PRINCIPLES

Based on initial feedbe.ck, OMBpropoaes to
establiBh a review procese to consider ex1Bt-
in&'bospltal coat determine how beat to up-
date and align them with th1B Part. Until
such time a.a rev1Bed guidance 18 propoaed
and implemented for hospitals, the Bx1Bting
principles located at 45 CFR Part 75 Appen-
dix E, entitled "Principles for Determining
C08t Applicable to Reeea.rch and Develop-
ment Under Grants and Contracts with Hoe-
pita.l8," remain in effect.

['1B FR 78608, Dec. 26, 2013, as amended at 79
FR 75889, Dec. 19, 2014]

APPENDIX X TO PART 200--DATA
COLLECTION FORM (FORM SF-SAC)

The D&ta Collection Form SF-SAC i8
avatlable on the FAC Web site.

APPENDIX XI TOPART 2OO--COMPLIANCE
SUPPLEMENT

The compllance SuPplement Is av&1la.ble on
the OMB Web site: (e.g. for 2013 here http://
lOlUW. whiteh-ou.e./JoviomblciTcularS/)

PARTS 201-299 [RESERVED]
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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

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)

BUS INESS ASSOCIATE AGREEMENT

AIT ACHMENT J2 .
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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

~ATTACHMENT .•••••- •••••.•.••
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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

ATTACHMENT ...J~ .._
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Business Associate Agreement
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agrees to promptly make any amendment(s) to protected health
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

i. Internal Practices. Business Associate agrees to make internal
practices, books, and records, including policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary determining the
Business Associate's compliance with the Privacy Rule.

j. Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECH Act.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 20) of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

3. PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate,
provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the

ATTACHMENT ~ ..
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B}.

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502{j)(1).

4. PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this special restriction and has paid out
of pocket in full for the health care item or service to which the
protected health information solely relates.

c. Business Associate shall not directly or indirectly receive payment
or remuneration in exchange for protected health information,
except with the prior written consent of Covered Entity and as
permitted by law, including HIPAA and the HITECH Act. This
prohibition shall not effect payment by Covered Entity to Business
Associate.

5. OBLIGATIONS OF COVERED ENTITY.
a. Notification of Limitations in Notice of Privacy Practices. Covered

Entity shall notify Business Associate of any limitation(s) in its
notice of privacy practices of covered entity in accordance with 45
CFR § 164.520, to the extent that such limitation may affect
Business Associate's use or disclosure of protected health
information.

b. Notification of Change or Revocation of Permission. Covered entity
shall notify Business Associate of any changes in, or revocation of,
permission by individual to use or disclose protected health
information, to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.

c. Notification of Restrictions. Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health
information.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY. Covered Entity shall
not request Business Associate to use or disclose protected health
information in any manner that would not be permissible under the Privacy
Rule if done by Covered Entity, except that this restriction is not intended

f:::.
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and shall not be construed to limit Business Associate's capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7. TERM AND TERMINATION.
a. Term. The term of this Agreement shall be effective upon

execution, and shall terminate when all of the protected health
information provided by Covered Entity to Business Associate, or
created or received by Business Associate on behalf of Covered
Entity, is destroyed or returned to Covered Entity, or, if it is
infeasible to return or destroy protected health information,
protections are extended to such information, in accordance with
the termination provisions in this Section.

b. Termination for Cause. Upon either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c. Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity. or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that
returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health
information to those purposes that make the return or

ATIACHMENT ••.••••~ •.•- .•-
t., IvPAGE •.....••..•. OF •••••_••_. PAGES



Business Associate Agreement
Page 7

destruction infeasible, for so long as Business Associate
maintains such protected health information.

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents are named
as an adverse party.

9. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended.

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and
the HITECH Act.

10. LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

12. INDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents (collectively in this Section
referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or
not reduced to judgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the
duties under this Agreement or any alleged negligent or intentional act,

ATTACHMENT •..•••~ ••••..•.•
'1 10PAGE _ ....•...•. OF .••.•.•••... PAGES



Business Associate Agreement
Page 8

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. AM'BIGUITY. 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.

\SAIT ACHM ENT •.•.•••••••.••.•..
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly executed with all of the formalities required by law as of the date first stated herein.

IAOi.\«(\ §\-atH V{-kyqo,s \V\IMhv't;
(Name of Business Associate)

a ro.\,~rY\it\. IAC"Pl'V~
(corporation, partneF9RiJ:',iru~Ji¥iBU81)

~/'3 ,20~

CITY OF LONG BEACH, a municipal
corporation

"City"

The foregoing Agreement is hereby approved as to form this &day of

~'20~.

EXECUTED PURSUANT

/
TO SECTION 301 OF

By _---'~..=...:::::...- TH:..:..;:EcrN CHARTEr ••
City Manager or designee

.Assistant City Manager
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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 determined
that the recipient of federal assistance funds knowingly rendered an erroneous
certification, in addition to other remedies available to the Federal Government, the
department or agency with which this transaction originated may pursue available
remedies, including suspension and/or debarment.

2. The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement is entered, if at any time the recipient of Federal
Assistance funds learns that its certification was erroneous, when submitted or has
become erroneous by reason of changed circumstance.

3. The terms "covered transaction," "debarred," "suspended," "ineligible," "lower tier
covered transaction," "participant,- "person," ·primary covered transaction,"
"principal," "proposal," and "voluntarily excluded," as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549.

4. The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled "Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions," without
modification, in all lower tier covered transactions and in all solicitations for lower tier
covered transactions.

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred, suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification is erroneous. A participant may decide the method and frequency by
which it determines the eligibility of its principals. Each participant may, but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this

ATfACHMENT f.__.__
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Page 2

clause. The knowledge and information of a participant is not required to exceed
that which is normally possessed by a prudent person in the ordinary course of
business dealings.

8. Except for transactions authorized under Paragraph 4 of these instructions, if a
participant in a covered transaction knowingly enters into a lower tier covered
transaction with a person who is suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available
to the Federal Government, the department or agency with which the transaction
originated may pursue available remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24
CFR Part 24 Section 24.510, Participants' Responsibilities require this certification.

1. The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from participation in this
transaction by any Federal department or agency.

2. Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this certification, such participants shall attach an
explanation to this document.

Agreement Number: It.~lfS'\Atl,OO~\C:;CtO Contract Agency: U"~ a.t4\-ts iJ(.tfA~ h'lliMlvtJ

Authorized Representative: &eocla Ihr-e-cd± IXtCvhVe.. D)rfCtor
/ I It

Date
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 670-4000 • FAX: (562) 570~O"9

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 his/her knowledge and belief, that:

1, No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned, to any person for influencing or attempting to influence an officer or
employee of an agency, a Member of Congress, an officer or employee of Congress,
or an employee of a Member of Congress in connection with the awarding of any
Federal contract, the making of any Federal grant, loan or cooperative agreement,
and any extension, continuation, renewal, amendment or modification of said
documents.

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or an employee
of a Member of Congress in connection with this Federal contract, grant. loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "Disclosure Form to Report Lobbying" in accordance with its instructions.
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3. The undersigned shall require that the language of this certification be included in
the award documents for all sub-awards at all tiers (including subcontracts, sub-
grants, and contracts under grants, loans, and cooperative agreements) and that all
sub-recipients shall certify and disclose accordingly.

4. This certification is a material representation of fact upon which reliance was placed
when this transaction was made or entered into. Submission of this certification is a
prerequisite for making or entering into this transaction imposed by SeCtion 1352
Title 31, U.S. Code. Any person who fails to file the required certification shall be
subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such failure.

Name and Title oftuthOriZed Representative:

Si9~U~~

Contract Agency: \Ak),k(l ~s V~J.tv",Y\"> \111",qh~u

BcwUcrot± lXe{v~ J),rtC1D\

'6/3/ Jto

Agreement Number: CMii'I)\Ul\I)ClJI'}ot2

Date
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