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CONTRACT FOR CONTINUUM OF CARE

34325
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 MENTAL HEALTH AMERICA OF

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

W. Broadway, Suite 5010, Long Beach, California 90802, and the CITY OF LONG BEACH,

a municipal corporation (the "City").

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

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

deals with the needs of the homeless; and

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

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

residents; and

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

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

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

has selected Organization as a sub-recipient 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 Eighteen Thousand Four Hundred

Seventy-Nine Dollars ($218,479) over the term of this Contract. Upon execution of

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

payments following receipt from Organization of billing statements in a form

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

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

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

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

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

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

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

stated in Attachment "8" to be exceeded.

D. Organization shall prepare monthly invoices and submit them

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

provided services. Organization shall attach cancelled checks and other

documentation supporting the charges and the amount of required matching funds

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

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

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

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

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

unauthorized expense of funds requiring written approval for budget changes or

modifications.

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

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

documentation supporting the charges incurred and required matching funds for all

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

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

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

invoices will be slightly slower during that time.

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

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

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

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

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

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

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

reimbursement to Organization due to failure of Organization to submit required

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

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

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

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

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

in loss of reimbursement of funds.

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

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

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

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

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

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

expenses in the invoice.

Section 5.

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

Contract shall be kept in accordance with generally accepted accounting principles

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

improperly used.

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

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

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

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

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

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

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

otherwise expressly stated by the representative.

C. Organization shall comply with HUD's Homeless Management

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

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

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

that comply with HMIS data and HUD reporting requirements.

D. If Organization spends Seven Hundred Fifty Thousand Dollars

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

submit an audit report to the City in accordance with 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
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A. Organization shall indemnify, protect and hold harmless City,

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

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

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

fair employment practices provisions of this Contract.

Section 8.

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

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

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

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

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

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

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

any purpose.

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

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

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

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

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

benefits or privileges of City employees.

Section 9. This Contract contemplates the personal services of

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

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

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

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

assignment or delegation.

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

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

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

omissions or misrepresentations committed by Organization, its officers,

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

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

individually "Claim").

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

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

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

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

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

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

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

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

requested, in the defense.

Section 11.

A. Organization shall procure and maintain at Organization's

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

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

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

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

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

subcontractors.

(1) Commercial general liability insurance (equivalent in scope

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

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

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

contractors liability, and products and completed operations liability. The

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

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

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

20 10 11 85 or CG 2026 11 85), and this insurance shall contain no special

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

Commission, and their officials, employees and agents.

(2) Workers' Compensation insurance as required by the

California Labor Code.

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

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

(4) Professional liability or errors and omissions insurance in

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

(5) Commercial automobile liability insurance (equivalent in

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

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

single limit per accident.

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

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

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

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

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

authorize the disbursement or expenditure of said funds.

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

Organization's Commercial General Liability insurance shall not exclude coverage

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

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

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

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

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

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

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

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

case by case basis.

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

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

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

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

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

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

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

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

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

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

voided by the insurer or cancelled by the insured.

C. Organization shall require that all contractors and

subcontractors that Organization uses in the performance of services under this

Contract maintain insurance in compliance with this Section unless otherwise

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

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

Organization shall deliver to the City certificates of insurance and required

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

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

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

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

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

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

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

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

relating to the insurance coverage required herein.

E. Any modification or waiver of these insurance requirements

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

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

may require that Organization, Organization's contractors and subcontractors

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

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

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

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

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

Section 12.

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

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

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

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

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

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

terminate in accordance with 24 CFR Part 578.81.

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

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

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

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

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

renovations using grant funds.

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

Development Services has completed an environmental review under 24 CFR Part

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

Organization of the completion and conditions of said environmental review.

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

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

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

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

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

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

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

or denominational institution or organization or an organization operated for

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

religious or denominational institution or organization.

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

in the following conduct:

(a) discriminate against any employee or applicant

for employment on the basis of religion;

(b) discriminate against any person seeking housing

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

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

religion;

(c) provide religious instruction or counselinq,

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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2 Organization certifies that it will comply with all documents,

available for such individuals, including mainstream resources.

I.

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".

8

9

10

11

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.

18

19

20

21

22

23

24
25

26
27

28

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

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

manner as stated for other notices.

Section 16. The City Manager or 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.
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MENTAL HEALTH AMERICA OF LOS
ANGELES, a California nonprofitcoJ)0n
By ~L
Name t)",~\O P\\.JON
Title e~\ Pe:-NT r c:e=cs

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

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

"City" Assistant City Manag r

This Contract is approved as to form on -..l...4~-.4--'---!, ' 2016.

,2016

___________ , 2016

__ 1-=-~1>------,2016
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By _
Name _
Tit Ie _

"Organization"

CITY OF LONG BEACH, a municipal
corporation

~~EXECUTEDPURSUANT
By ~TO SECTION 301 OF

City Manager IHE CiTY CHARTER.

City Attorney

By ~~=--+~~,.l..L--------
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City of Long Beach
2015 Continuum of Care (CoC) Program

Scope of Work

Agency: Mental Health America of Los Angeles

HUD Grant: CA0633U9D061508

Project Name: Homeless Assistance Program

CLB Contract: PENDING
-~;"';';;;'''';';''';'~--------II

Program Objective: The HAP serves as a satellite CES for the LB CoC system of care providing
integrated assessment and comprehensive services for homeless people with mental illness and those
with the dual diagnosis of mental health & substance abuse. These individuals are among those
described as chronic homeless; for many, illnesses such as schizophrenia or manic-depressive disorder
when coupled with very low or no income are a major factor perpetuating long-term homelessness. HAP
streamlines service delivery, minimizes barriers to obtaining and maintaining permanent housing, and
ultimately reduces the length of homelessness experienced by the specialized population. These services
include mental health treatment (evaluation & medication), client engagement, and case mgt. services to
help people find housing, obtain entitlements and linkage to mainstream benefits, life skills and
employment, all necessary to end homelessness. Additional services include access to substance abuse
recovery, work training, physical health care and referrals to legal and financial resources. Individuals are
triaged and assessed at time of intake for level of assistance needed using a standardized assessment
(VISPDAT). HAP coordinates with RRH, PSH projects and other intervention programs (both CoC and
non-CoC funded) & makes referrals based on assessment and appropriateness of program specific sub
populations such as veteran and mental health with prioritization given to CH households. HAP staff
participate in the Street Outreach Network, a multi-disciplinary team of staff, engaging CH and street
homeless individuals by using a comprehensive approach that is coordinated, yet flexible to address the
varying needs of the street homeless population. Outreach & engagement are an essential combination
to encourage homeless people with mental illness to accept help.

HAP's outreach specialists overcome barriers by meeting individuals where they are - on the streets, in
shelters, in hospitals and at the jail. Staff work toward building trusting relationships and encourage
individuals to come into the HAP drop-in center. HAP serves the entire LB community, emphasizing
outreach to areas where homeless people are known to gather because for many, services begin on the
streets. The HAP is a low-barrier, high-tOlerance, high-support daytime service site because it is one of
the primary places where the target population enters the CoC while providing a supportive, accepting
environment for those taking their first step off the streets. Many individuals will not make a connection to
the services that will help them find the solutions they need to leave the streets permanently without this
level of support. Using an active approach, homeless persons with mental illness are linked to
appropriate, targeted services within the Continuum. The CoC also provides participants with access to
SSI/SSDI TA through the local SOAR initiative led by Help Me, Help You, a partner co-located at the
MSC.

Outcomes/Performance Measures

Universe # Taraet # Tarqet %

Persons exiting to permanent housing
1 destinations (per data element 3.12 of the 2014

HMIS Data Standards) during the operating year.
75 30 40%

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

operating year or project exit.
55%75 41

Note: Universe number reflects project participant chart PIT
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City of Long Beach
Department of Health and Human Services

Homeless Services Division
Continuum of Care Program: Scope of Work

Coordinated Entry System
(CES)

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

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

Outreach and
Engagement

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

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

Prioritization for
Permanent Supportive
Housing (PSH)Placement

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

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

ATT ACHM£NT A......... /'
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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.

1,,;;');; .... ~U~~Pt,YLP~IWO!lM~~,1NPJ~TORS. - " J;:~ •..•,,).) " : HUO/J.s:,,;,.:t'c.·/ OBJ~}"';"""",' "'</"'': ~'l.';~''N" ,';. «:« ,", .. -. ' .' .><' .: \<,. "..:.'•• A~,..~.v~·~\"H''<-~~ '""",-". ~ :

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

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

Increase the number of persons served monthly
~ Increase persons served in emergency shelter, transitional housing projects and supportive 90%

services who exit to permanent housing destinations; increasing permanent housing placements
Increase residential project occupancy

~ Increase daily utilization of beds in emergency shelter, transitional housing and permanent
90%housing projects

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

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

Persons age 18 or older increase other cash income during operating year
)- Homeless adults being served in CoCprojects increase their other income (i.e. GR,551,SOAR, 54%

TANF, VA Benefits) from year to year and between their enrollment in the system and their exit
Reduce the number of persons experiencing homelessness for the first time - diversion/prevention

)- Decrease the number of people receiving CoCproject services for the first time
Reduce the length of time persons remain homeless lB - Less than

~ Change in the average and median length of time persons are in emergency shelter, transitional 9 months
housing and supportive services; HUD -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 pragrams)
',;>'" V·'WNGBEACH PERFORMANCEOBJECTIVES ' ..

Reduce the length of stay in Transitional housing project
Less than 9~ Reduction of persons who are moving from transitionol housing to permanent housing in less
monthsthan 9 months. 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;

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

effort to achieve more rapid placements into permanent housing.
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DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

24 CFR Part 578
[Docket No. FR~476-1-01 )

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, BUD.
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 BUD under the
McKinney-Vento Homeless Assistance
Act into a single grant program, and
revises the Emergency Shelter Grants
program and renames it the Emergency
Solutions Grants program. The HEARTH
Act also codifies in law the Continuum
of Care planning process, a longstanding
part ofHUD's application process to
assist homeless persons by providing
greater coordination in responding to
their needs. The HEARTHAct also
directs BUD 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 HUD can more
quickly be disbursed, consistent with
the HEARTHAct requirements, and
avoid any disruption in current
Continuum of Care activities.
DATES: Effective Date: August 30, 2012.

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

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

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

2. Electronic Submission of
Comments. Interested persons may
submit comments electronically through
the Federal eRulemaking Portal at
www.regulations.gov. BUD 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 electronicaJly.
Note: To receive consideration 88 public

comments, comments must be submitted
through one of the two methods specified
above. Again, 811 submissions musl refer to
the docket number and title of the rule.

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

Public Inspection of Public
Comments. All properly submitted
comments and communications
submitted to BUD will be available for
public inspection and copying betwoen
8 a.m. and 5 p.m. weekdays at the above
address. Due to security measures at the
HUDHeadquarters building, an advance
appointment to review the public
commonts 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.regnlations.gov.
FOR FURTHER INFORMATION CONTACT: Ann
Marie Oliva, Director, Office of Special
Needs Assistance Programs, Office of
Community Planning and Development,
Department of Housing and Urban
Development, 451 7th Street SW.,
Washington, DC 20410-7000; telephone
number 202-708-4300 (this is not a toll-
free number). Hearing- and speech-
impaired persons may access this
number through TTYby calling the

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

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

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

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

1. General Provisions (Subpart A):
The Continuum of Care program
includes transitional housing,
permanent supportive housing for
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subrecipients or returning funds to
HUD;and
(vii) Making matching contributions

before or as draws are made from the
recipient's grant.
(2)HUDmay change the method of

payment 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 HOD's
choosing.
(5)HODmay deny matching credit for

all or part of the cost of the affected
activities and require the recipient to
make further matching contributions to
make up for the contribution
determined to be ineligible.
(6) HUDmay require the recipient to

reimburse the recipient's line of credit
in an amount equal to the funds used for
the affected activities.
(7)HUDmay reduce or terminate the

remaining grant of a recipient.
(8) HUDmay condition a future grant.
(9)HUDmay take other remedies that

are legally available.
(c)Recipient sanctions. If the

recipient determines that a subrecipient
is not complying with a program
requirement or its subrecipient
agreement, the recipient must take one
of the actions listed in paragraphs (a)
and (b) of this section.
(d)DeobJigation.HUDmay deobligate

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

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

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

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

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

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

moved into units within 3 months of the
time that the units are available for
occupancy; and
(6)The grant agreement may set forth

in detail other circumstances under
which funds may be deobligated and
other sanctions may be imposed.

§578.109 C1oaeout.
(a) In general. Grants will be closed

out in accordance with the requirements
of 24 CFR parts 84 and 85, and closeout
procedures established by HUD.
(b)Reports. Applicants must submit

all reports required by HUD no later
than 90 days from the date of the end
of the project's grant term.
(c) Closeout agreement. Any

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

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

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

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

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

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

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

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

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

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

Mark Johnston,
Assistant Secretary for Community Planning
and Development (Acting).
IFR Doc. 2012-17646 Filed 7-30-12: 8:45 am)

BILLING CODE421H7-P
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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 16 years after the date that the
project site is first occupied, or used. by
program participants.

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

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

reporting requirements in 24 CFR parts
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 dste of initial service
provision, unless HUDprovides an
exception under §578.81(e).
§578.105 Grant and proJect change ••

(a) For Unified Funding Agencies and
Continuums having only one recipient.
(1) The recipient may not make any
significant changes without prior HUD
approval, evidenced by a grant
amendmant signed by HUD and the
recipient. Significant grant changes
include a change of recipient, a shift in
a single year of more than 10 percent of
the total amount awarded under the
grant for one approved eligible activity
category to another activity and a
permanent change in the subpopulation
served by anyone project funded under
the grant, as well as a permanent

proposed reduction in the total number
of units funded under the grant.
(2) Approval of substitution of the

recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.

(b) For Continuums having more than
one recipient. (1) The recipients or
subrecipients may not make any
significant changes to a project without
prior HUD approval, evidenced by a
grant amendment signed by HUD and
the recipient. Significant changes
include a change of recipient, a change
of project site, additions or deletions in
the types of eligible activities approved
for a project, a shift of more than 10
percent from one approved eligible
activity to another, a reduction in the
number of units, and a change in the
subpopulation served.

(2) Approval of substitution of the
recipient is contingent on the new
recipient meeting the capacity criteria in
the NOFA under which the grant was
awarded, or the most recent NOFA.
Approval of shifting funds between
activities and changing subpopulations
is contingent on the change being
necessary to better serve eligible persons
within the geographic area and ensuring
that the priorities established under the
NOFA in which the grant was originally
awarded, or the most recent NOFA, are
met.

(c) Documentation of changes not
requiring a grant amendment. Any other
changes to an approved grant or project
must be fully documented in the
recipient's or subrecipient's records.
§578.107 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 informetion
obtained from the records and reports
from the recipient and subrecipients, as
weH 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. HUD may change the
method of payment to require the
recipient to submit documentation
before payment and obtain HUD's prior
approval each time the recipient draws
down funds. To obtain prior approval,
the recipient may be required to
manually submit its payment requests
and supporting documentation to HUD
in order to show that the funds to be
drawn down wiH be expended on
eligible activities in accordance with all
program requirements.
(3) If the recipient fails to demonstrate

to HUD's satisfaction that the activities
were carried out in compliance with
program requirements, HUDmay take
one or more of the remedial actions or
sanctions specified in paragraph (b) of
this section.
(b) Remedial actions and sanctions.

Remedial actions and sanctions for a
failure to meet a program requirement
will be designed to prevent a
continuation of the deficiency; to
mitigate, to the extent possible, its
adverse effects or consequences; and to
prevent its recurrence.

(1) HUn may instruct the recipient to
submit and comply with proposals for
action to correct, mitigate, and prevent
noncompliance with program
requirements, including:

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

management plan that assigns
responsibilities for carrying out the
remedial actions;
(iii) Canceling or revising activities or

projects likely to be affected by the
noncompliance, before expending grant
funds for them;
(iv) Reprogramming grant funds that

have not yet been expended from
affected activities or projects to other
eligible activities or projects;
tv) Suspending disbursement of grant

funds for some or all activities or
projects;
(vi) Reducing or terminating the

remaining grant of a subrecipient and
either reallocating those funds to other
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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 subreqpient
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-manth
period following the evaluation.

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

subrecipient must keep records for each
program participant that document:

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

records of.the source and use of
contributions made to satisfy the match
requirement in §578.73. The records
must indicate the grant and fiscal year
for which each matching contribution is
counted. The records must show how
the value placed on third party in-kind
contributions was derived. To the extent
feasible, volunteer services must be
supported by the same methods that the
organization uses to support the
allocation of regular personnel costs.
(11) Conflicts of interest. The

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

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

recipient and its subrecipients must
document their compliance with the
faith-based activities requirements
under §578.87(b).
(14) 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 controctors. (1)
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
develop and implement written
procedures to ensure:
(1) All records containing protected

identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance will be kept secure and
confidential;
(2) The address or location of any

family violence project assisted with
COntinuuin. of Cpre funds will not be
made public, except with written
authorization of the person responsible
for the operation of the project; and
(3) The address or location of any

housing of a program participant will
not be made public, except as provided
under a preexisting privacy policy of the
recipient or subrecipient and consistent
with State and local laws regarding
privacy and obligations of
confidentiality;
(c) Period oJrecororetention. 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 homalessness or as
a homeless family or individual and
other program participimt records must
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(3)Must have established an
affirmative procurement program for the
procurement of recovered materials
identified in the EPAguidelines.
(c) Transparency Act Reporting.

Section 872 of the Duncan Hunter
Defense Appropriations Act of 2009,
and additional requirements published
by the Office of Management and
Budget (OMB), requires recipients to
report suhawards made either as pass-
through awards, subrecipient awards, or
vendor awards in the Federal
Government Web site www.[srs.govor
its successor system. The reporting of
award and subaward information is in
accordance with the requirements of the
Federal Financial Assistance
Accountability and Transparency Act of
2006, as amended by section 6202 of
Public Law 110-252 and in OMBPolicy
Guidance issued to the federal agencies
on September 14, 2010 (75 FR 55669).

(d) The Coastal BarrierResources Act
0[1982 (16 U.S.C. 3501 etseq.) may
apply to proposals under this part.
depending on the assistance requested.
[e) Applicability o[OMB Circulars.

The requirements of 24 CFRpart 85-
Administrative Requirements for Grants
and Cooperative Agreements to State.
Local, and Federally Recognized Indian
Tribal Governments and 2 CFRpart
225--Cost Principles for State, Local
and Indian Tribal Governments (OMB
Circular A-87)--apply to governmental
recipients and subrecipients except
where inconsistent with the provisions
of this part. The requirements of 24 CFR
part 84-Uniform Administrative
Requirements for Grants and
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
Profit Organizations; 2 CFRpart 23G-
Cost Principles for Non-Profit
Organizations (OMBCircular A-122);
and 2 CFRpart 22o--Cost Principles for
Education Institutions apply to the
nonprofit recipients and subrecipients,
except where inconsistent with the
provisions of the McKinney-Vento Act
or this part.

(£) Lead-based paint. The Lead-Based
Paint Poisoning Prevention Act (42
U.S.C. 4821-4846), the Residential
Lead-Based Paint Hazard Reduction Act
of1992 (42 U.S.C. 4851-4856). and
implementing regulations at 24 CFRpart
35. subparts A, B, H. J. K.M. and R
apply to activities under this program.
19)Audit. Recipients and

subrecipients must comply with the
audit requirements of OMBCircular A-
133, "Audits of States. Local
Governments. and Non-profit
Organizations ."
[h) Davis-Bacon Act. The provisions

of the Davis-Bacon Act do not apply to
this program.

(I) Section 3 of the Housing and
UrbanDevelopment Act. Recipients and
subrecipients must, as applicable,
comply with Section 3 of the Housing
and Urban Development Act of 1968
and its implementing regulations at 24
CFRpart 135, as applicable.

Subpart G-Grant Administration

1678.101 Technical assistance.
(a)Purpose. The purpose of

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

means the transfer of skills and
knowledge to entities that may need. but
do not possess, such skills and
knowledge. The assistance may include.
but is not limited to. written
information such as papers, manuals,
guides. and brochures; person-to-person
exchanges; web-based curriculums.
training and Webinars. and their costs.
(c) Set-aside. HUD may set aside

funds annually to provide technical
assistance, either directly by HUD staff
or indirectly through third-party
providers.
(d)Awards. From time to time, as

HUD determines the need. HUDmay
advertise and competitively select
providers to deliver technical
assistance. HUDmay enter into
contracts.~ts.orcooperative
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
subreclpients 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 Care"meets the
requirements of §578.5(b);
[i1)Evidence that the Continuum has

been established and operated as set
forth in subpart B of this part, including
published agendas and meeting
minutes. an approved Governance
Charter that is reviewed and updated
annually. a written process for selecting
a board that is reviewed and updated at
least once every 5 years. evidence
required for designating a single HMIS
for the Continuum, and monitoring
reports of recipients and subrecipients;
(iii) Evidence that the Continuum has

prepared the application for funds as set
forth in §578.9. including the
designation of the eligible applicant to
be the collaborative applicant.
(2) Unified funding agency records.

UFAs that requested grant amendments
from HUD. as set forth in §578.105.
must keep evidence that the grant
amendment was approved by the
Continuum. This evidence may include
minutes of meetings at which the grant
amendment was discussed and
approved.
(3)Homeless status. Acceptable

evidence of the homeless as status is set
forth in 24 CFR 576.500(b).

(4) At risk of homelessness status. For
those recipients and subrecipients that
serve persons at risk of homelessness,
the recipient or subrecipient must keep
records that establish "at risk of
homelessness" status of each individual
or family who receives Continuum of
Care homelessness prevention
assistance. Acceptable evidence is
found in 24 CFR 576.500(c).

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

incidence of domestic violence. dating
violence, sexual assault. or stalking.
only if the original violence is not
already documented in the program
participant's case file. This may be
written observation of the housing or
service provider; a letter or other
documentation from a victim service
provider. social worker. legal assistance
provider. pastoral counselor. mental
health provider. or other professional
from whom the victim has sought
assistance; medical or dental records;
court records or law enforcement
records; or written certification by the
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84.42 (for private nonprofit
ors.anizations).

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

(c) Organizationiil conflict. An
organizational conflict of interest arises
when, because of activities or
relationships with other persons or
organizations, the recipient or
subrecipient is unable or potentially
unable to render impartial assistance in
the provision of any type or amount of
assistance under this part, or when a
covered person's, as in paragraph (d)(1)
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 ofthe 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 grant
an exception to the provisions of this
section on a case-by-case basis, taking
into account the cumulative effects of

the criteria in paragraph (d)(2)(ii) of this
section, provided that the recipient has
satisfactorily met the threshold
requirements of paragraph (d)(2)(li) 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) oftbis section, HUD must
conclude that the exception will serve
to further the purposes of the
Continuum of Care program and the
effective and efficient administration of
the recipient's or subrecipient's project,
taking into account the cumulative
effect of the following factors, as
applicable:
(A)Whether the exception would

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

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

withdrawn from his or her functions,
respOlisibilities, 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)(1) of this section;
(E)Whether undue hardship will

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

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

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

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

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

during the grant term shell 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
raserved, in whole or in part, to assist
the residents from whom. they are
collected to move to permanent
housing.
§578.99 Applicability of other federal
requIrements.
In addition to the requirements set

forth in 24 CFR part 5, use of assistance
provided under this part must comply
with the following federal requirements:
(a)Environmental review. Activities

under this part are subject to
environmental review by HUD under 24
CFRpart 50 as noted in §578.31.

(b) Section 6002 of 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
Recovary Act. In accordance with
Section 6002, these agencies and
persons must:
(1) Procure items designated in

guidelines of the Environmental
Protection Agency (EPA) at 40 CFRpart
247 that contain the highest percentage
of recovered materials practicable,
consistent with maintaining a
satisfactory level of competition, where
the purchase price of the item exceeds
$10,000 or the value of the quantity
acquired in the preceding fiscal year
exceeded $10,000:
(2) Procure solid waste management

services in a manner that maximizes
energy and resource recovery: and
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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 alilitance 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 a minimum, must consist of:

(1) Providing the program participant
with a written copy of the program rules
and the termination process before the
participant begins to receive assistance;

(2) Written notice to the program
participant containing a clear statement
of the reasons for termination;

(3) A review of the decision, in which
the program participant is given the
opportunity to present written or oral
objections before a person other than the
person (or a subordinate of that person)
who made or approved the termination
decision; and

(4) Prompt written notice of the final
decision to the program participant.

(c) Hard-to-house populations.
Recipients and subrecipients that are
providing permanent supportive
housing for hard-to-house populations
of homeless persons must exercise
judgment and examine all extenuating
circumstances in determining when
violations are serious enough to warrant
termination so that a program
participant's assistance is terminated
only in the most severe cases.

§578.93 Fair Houalng 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
subpopulotions. Recipients and
subrecipients may exclusively serve a
particular homeless subpopulation in
transitional or permanent housing if the
housing addresses a need identified by
the Continuum of Care for the
geographic area and meets one of the
following:

(1) The housing may be limited to one
sex where such housing consists of a
single structure with shared bedrooms
or bathing facilities such that the
considerations of personal privacy and
the physical limitations of the
configuration of the housing make it
appropriate for the housing to be limited
to one sex;

(2) The housing may be limited to a
specific subpopulation, so long as
admission does not discriminate against
any protected class under federal
nondiscrimination laws in 24 CFR 5.105
(e.g., the housing may be limited to
homeless veterans, victims of domestic
violence and their children, or
chronically homeless persons and
families).

(3) The housing may be limited to
families with children.

(4) If the housing has in residence at
least one family with a child under the
age of 18, the housing may exclude
registered sex offenders and persons
with a criminal record that includes a
violent crime from the project so long as
the child resides in the housing.

(5) Sober housing may exclude
persons who refuse to sign an
occupancy agreement or lease that
prohibits program participants from
possessing. using, or being under the
influence of illegal substances and/or
alcohol on the premises.

(6) If the housing is assisted with
funds under a federal program that is
limited by federal statute or Executive
Order to a specific subpopulatlon, 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 CFR pari 574 may be
limited to persons with acquired
immunodeficiency syndrome or related
diseases).

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

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

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

(1) Affirmatively market their housing
and supportive services to eligible .
persons regardless of race, color,
national origin, religion, sex, age,
familial status, or handicap who are
least likely to apply in the absence of
special outreach, and maintain records
of those 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 end remodies
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 of1973 (24
CFR part 8), and Titles II and illof the
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
integreted setting appropriate to the
needs of persons with disabilities;

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

(a) Procurement. For the procurement
of property (goods, supplies, or
equipment) and services, the recipient
and its subrecipients must comply with
the codes of conduct and conflict-of-
interest requirements under 24 CFR
85.36 (for governments) and 24 CFR
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(2) Distribute the appropriate portion funds as provided under the regulations
of the funds to a subrecipient no later of this part without impairing its
than 46 days after receiving an independence, autonomy, expression of
approvable request for "suchdistribution " religious beliefs, or religious character.
from the subrecipient; and Such organization will retain its

(3) Draw down funds at least once per independence from federal, State, and
quarter of the program year, after local government, and may continue to
eligible activities commence. carry out its mission, including the

definition, development, practice, and
§678.87 Limitation on use of funds. expression of its religious beliefs,

(a) Maintenance of effort. No providedthat it does not use direct
assistance provided under this part (or program funds to support or engage in
any State or local government funds any explicitly religious activities,
used to supplement this assistance) may including activities that involve overt
be used to replace State or local funds religious content, such as worship,
previously used, or designated for use, religious instruction, or proselytization,
to assist homeless persons. or any manner prohibited by law.

(b) Faith-based activities. (1) Equal Among other things, faith-based
treatment of program participants and organizations may use space in their
program beneficiaries. (i)Program facilities to provide program-funded
participants. Organizations that are services, without removing or altering
religious or faith-based are eligible, on religious art, icons, scriptures, or other
the same basis as any other religious symbols. In addition, a
organization, to participate in the Continuum of Care program-funded
Continuum of Care program. Neither the religious organization retains its
Federal Government nor a State or local authority over its internal governance,
government receiving funds under the and it may retain religious terms in its
Continuum of Care program shall organization's name, select its board
discriminate against an organization on members on a religious basis, and
the basis of the organization's religious include religious references in its
character or affiliation. Recipients and organization's mission statements and
subrecipients of program funds shall other governing documents.
not, in providing program assistance, (4) Alternative provider. If a program
discriminate against a program participant or prospective program
participant or prospective program participant of the Continuum of Care
participant on the basis of religion or program supported by HUD objects to
religious belief. the religious character of an

(ii) Beneficiaries. In providing organization that provides services
services supported in whole or in part under the program, that organization
with federal financial assistance, and in shall, within a reasonably prompt time
their outreach activities related to such after the objection, Undertake reasonable
services, program participants shall not efforts to identify and refer the program
discriminate against current or participant to an alternative provider to
prospective program beneficiaries on which the prospective program
the bl!Bisof religion, a religious belief, participant has no objection. Except for
a refusal to hold a religious belief, or a services provided by telephone, the
refusal to attend or participate in a Internet, or similar means, the referral
religious practice. must be to an alternate provider in

(2) Separation of explicitly religious reasonable geographic proximity to the
activities. Recipients and subrecipients organization making the referral. In
of Continuum of Care funds that engage making the referral, the organization
in explicitly religious activities, shall comply with applicable privacy
including activities that involve overt laws and regulations. Recipients and
religious content such as worship, subreciplents shall document any
religious instruction, or proselytization, objections from program participants
must perform such activities and offer and prospective program participants
such services outside of programs that and any efforts to refer such participants
are supported with federal financial to alternative providers in accordance
assistance separately, in time or with the requirements of
location, from the programs or services §578.103(a)(13). Recipients shall ensure
funded under this part, and that all subrecipient agreements make
participation in any such explicitly organizations receiving program funds
religious activities must be voluntary for aware of these requirements.
the program beneficiaries oIthe HUD- (5) Structures. Program funds may not
funded programs or services. be used for the acquisition,

(3)Re1igious identity. A faith-based construction, or rehabilitation of
organization that is a recipient or structures to the extent that those
subrecipient of Continuum of Care structures are used for explicitly
program funds is eligible to use such 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 oIthe 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 CPR parts 84 and
85).

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

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

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

acquisition, rehabilitation, or new
construction;

(3) Short- or medium-term rental
assistance and acquisition,
rehabilitation, or new construction;

(4) Rental assistance and leasing; or
(5) Rental assistance and operating.
(d) Program fees. Recipients and

subrecipients may not charge program
participants program fees.

t 578.89 L1mllaUon on use of grant funda
to serve persona defined as homele.s
under other federal laws.

(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 greater priority than serving
persons defined as homeless under
paragraphs (1), (2), and (4) of the
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(B)After the owner (or person in
control of the site) issues iI notice to
move permanently from the property, or
refuses to renew an expiring lease, if the
move occurs after the date the recipient
or subrecipient obtains site control, as
evidenced in accordance with
§578.25(b), if that occurs after the
application for assistance; or
(C)Before the date described under

paragraph (c)(2)(i)(A)or (B)of this
section, if the recipient or HUD
determines that the displacement
resulted directly from acquisition,
rehabilitation, or demolition for the
project: or '
(D)By a tenant of a building that is

not assisted under Title IV of the
McKinney-Vento Act; if the tenant
moves after execution of the agreement
covering the acquisition, rehabilitation,
or demolition of the property for the
project; or
[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 is 'made by a program
participant occupying transitional
housing or permanent housing assisted
under Title IV of the McKinney-Vento
Act, if anyone of the following three
situations occurs:
(A)The program participant moves

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

(B) The program participant is
required to relocate temporarily, does
not return to the building or complex,
and anyone of the following situations
occurs:

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

o~pocketexpensesincurredin
connection with the temporary
relocation:

(2) The program participant is not
eligible to return to the building or
comflex upon pr01ect 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.
(iil) Notwithstanding the provisions of

paragraph (c)(2)(i) or (il) ofthis section.
a person does not qualify as a
"displaced person" if:
(AJThe person has been evicted for

serious or repeated violation of the
terms and conditions of the lease or
occupancy agreement; the eviction
complied with applicable federal, State,
or local requirements (see §578.91); 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 ofthe project;
(C)The person is ineligible under 49

CFR24.2(a)(9)(ii»;
(D)The person is a program

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

was not displaced as a direct result of
acquisition, rehabilitation,or
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 ofreal
property for a project where there are
Continuum of Care funds in any part of
the project costs.
(e)Appeals. A person who disagrees

with the recipient's (or subrecipient's, if
applicable) determination concerning
whether the person qualifies as a
displaced person, or the amount of
relocation assistance for which the
person is eligible, may file a written
appeal of that determination with the
recipient (see 49 CFR 24.10). A low-
income person who is dissatisfied with
the recipient's determination on his or
her appeal may submit a written request
for review of that determination to the
local HUD field office.

S678.86 TImeliness standarda.
(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 9months 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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individuals and families, must be in
writing, and must include an
explanation of why the project is no
longer needed to provide transitional or
permanent housing or supportive
services. The primary factor in HUD's
decision on the proposed conversion is
the unmet need for transitional or
permanent housing or supportive
services in the Continuum of Care's
geo~phic area. '

(cl Repayment of grant funds. If a
project is not operated as transitional or
permanent housing for 10 years
following the date of initial occupancy,
HUDwill require repayment of the
entire amount of the grant used for
acquisition, rehabilitation, or new
construction, unless conversion of the
project has been authorized under
paragraph (b) of this section. If the
housing is used for such purposes for
more than 10 years. the payment
amount will be reduced by 20
percentage points for each year, beyond
the 10-year period in which the project
is used for transitional or permanent
housing.

(d) Prevention of undue benefits.
Except as provided under paragraph (e)
of this section, upon any sale or other
disposition of a project site that received
grant funds for acquisition.
rehabilitation. or new construction,
occurring before the 15-year period, the
recipient must comply with such terms
and conditions as HUDmay prescribe to
prevent the recipient or subrecipient
from unduly benefiting from such sale
or disposition.
(e)Exception. A recipient or

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

proparty used for the project results in
the use of the property for the direct
benefit of very low-income persons;
(2) All the proceeds are used to

provide transitional or permanent
housing that meet the requirements of
thisfart;
(3 Project-based rental assistance or

operating cost assistance from any
federal program or an equivalent State
or local program is no longer made
available and the project is meeting
applicable performance standards,
provided that the portion of the project
that had benefitted from such assistance
continues to meet the tenant income
and rent restrictions for low-income
units under section 42(g) of the Internal
Revenue Code of 1986; or
(4)There are no individuals and

families in the Continuum of Care
geographic area who are homeless, in
which case the project may serve

individuals and families at risk of
homelessness.
§678.83 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 crgamzations, and farms) as a
result of projects assisted under this
part. "Project," as used in this section,
means any activity or series of activities
assisted with Continuum of Care funds
received or anticipated in any phase of
an undertaking.
(b) Temporary relocation. (1) Existing

Building Not Assisted under Title 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 property upon
completion (See paragraph (c)(2)(lii)(D)
of this section). Any program
participant who has been temporarily
relocated for a period beyond one year
must be treated as permanently
displaced and offered relocation
assistance and payments consistent with
paragraph (c) of this section. Program
participants temporarily relocated in
accordance with the policies described
in this paragraph must be provided:

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

relocation. including the cost of moving
to and from the temporarily occupied
housing and any increase in monthly
rent/occupancy charges and utility
costs; and
(li) 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 notrequire providing 8
person a larger payment than is
necessary to enable a person to relocate
to a comparable replaceniant dwelling.
See 49 CFR 24.205(c)(2)(ii)(D).

(2) Displaced person. (i) For the
purposes of paragraph (el of this section,
the term "displaced person" means any
person (family. Indtvlduel.bueinese,
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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project must provide supportive
services for residents of the project and
homeless persons using the project,
which may be designed by the recipient
or participants. Each recipient and
subrecipient of assistance under this
part must conduct an ongoing
assessment of the supportive services
needed by the residents of the project,
the availability of such services, and the
coordination of services needed to
ensure long-term housing stability and
must make adjustments, as appropriate.
(f)Residential supervision. Each

recipient and subrecipient of assistance
under this part must provide residential
supervision as necessary to facilitate the
adequate provision of supportive
services to the residents of the housing
throughout the term of the commitment
to operate supportive housing.
Residential supervision may include the
employment of a full- or part-time
residential supervisor with sufficient
knowledge to provide or to supervise
the provision of supportive services to
the residents.

lRJ Participation of homeless
incfividuals. (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; o! otherwise in constructing,
rehabilitating, maintaining, and
operating the project, and in providing
supportive services for the project.
lh) Supportive service agreement.

Recipients and subrecipients may
require the program participants to take
part in supportive services that are not
disablllty-related services provided
through the project as a condition of
continued partlclpation 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
progI'!lDl.

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

§578.77 Calculating occupancy charges
and rent.

(il) Occupancy agreements and leases.
Recipients and subrecipients must have
signed occupancy agreements or leases
(or subleases) with program participants
residing in housing.

(b) Calculation of occupancy charges.
Recipients and subrecipients are not
required to impose occupancy charges
on program participants as a condition
ofresiding in the housing. However, if
occupancy charges are imposed, they
may not exceed the highest of:
(1) 30 percent of the family's monthly

adjusted income (adjustment factors
include the number of people in the
family, age of family members, medical
expenses, and child-care expenses);
(2) 10 percent of the family's monthly

income; or
(3) If the family is receiving payments

for welfare assistance from a public
agency and a part of the payments
(adjusted in accordance with the
family's actual housing costs) is
specifically designated by the agency to
meet the family's housing costs, the
portion of the payments that is
designated for housing costs.
(4) Income. Income must be

calculated in accordance with 24 CFR
5.609 and 24 CFR 5.611(a). Recipients
and subrecipients must examine a
program participant's income initially,
and if there is a change in family
composition (e.g.,birth of a child) or a
decrease in the resident's income during
the year, the resident may request an
interim reexamination, and the
occupancy charge will be adjusted
accordingly.
(c) Resident rent. (1) Amount of rent.

(i) Each program participant on whose
behalf rental assistance payments are

made must pay a contribution toward
rent in accordance with section 3(a)(1)
of the U.S. Housing Act of 1937 (42
U.S.C. 1437a(a)(1)).
(ii) Income of program participants

must be calculated in accordance with
24 CFR5.609 and 24 CFR 5.611(a).
(2)Review. Recipients or

subrecipients must examine a program
participant's income initially, and at
least annually thereafter, to determine
the amount of the contribution toward
rent payable by the program participant.
Adjustments to a program participant's
contribution toward the rental payment
must be made as changes in Income are
identified.
. (3) Verification. As a condition of
participation in the program, each
program participant must agree to
supply the information or
documentation necessary to verify the
program participant's income. Program
participants must provide the recipient
or subreclpient with information at any
time regarding changes in income or
other circumstances that may result in
changes to a program participant's
contribution toward the rental payment.

1578.79 LImitation on transitional
housing.
A homeless individual or family may

remain in transitional housing for a
period longer than 24 months, if
permanent housing for the individual or
family has not been located or if the
individual or family requires additional
time to prepare for independent living.
However, HUD may discontinue
assistance for a transitional housing
project if more than half of the homeless
individuals or families remain in that
project longer than 24 months.

1578.81 Term of commitment, repayment
of grants, and prevention of undue beneflla.
(a) In general. All recipients and

subrecipients receiving grant funds for
acquisition, rehabilitation, or new
construction must operate the housing
or provide supportive services in
accordance with this part, for at least 15
years from the date of initial occupancy
or date of initial service provision ..
Recipient and subrecipients must
execute and record a 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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comprehensive outreach plan, including
specific steps for identifying homeless
persons and referring them to
appropriate housing and services in that
geo~phic area.
(h) Renewing HPC status. If the

Continuum was designated an HPC in
the previous federal fiscal year and used
Continuum of Care grant funds fur
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.
HUDwill publish the application to

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

§ 578.69 Coop.ratlon among entltl •••
An HPC must cooperate with HUD in

distributing information about its
successful efforts to reduce
homelessness.
§578.71 HPC-ellglble actlvlll •••
In addition to using grant funds for

the eligible costs described in subpart D
of this part, recipients and subrecipients
in Continuums of Care designated as
HPCsmay "alsouse grant funds to
provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set forth in 24 CFR
576.103 and 24 CFR 576.104, if
necessary to prevent the individual or
family from becoming homeless.
Activities must be carried out in
accordance with the plan submitted in
the application. When carrying out
housing relocation and stabilization
services and short- and/or medium-term
rental assistance, the written standards
set forth in § 578.7(a)(9)(v) and
recordkeeping requirements of 24 CFR
576.500 apply.

Subpart F-Program Requirements

) § 578.73 Matching requirement ••
(a) In general. The recipient or

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

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

subrecipientmay use funds from any
source, including any other federal
sources (excluding Continuum of Care
program funds), as well 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
ordar to be used as matching funds for
a grant awarded under this program.
(c) In-kind contributions. (1) The

recipient or subrecipient may use the
value of any real property, equipment,
goods, or services contributed to the
project as match, provided that if the
recipient or subrecipient had to pay for
them with grant funds, the costs would
have been eligible under Subpart D, or,
in the case ofHPCs, eligible under
§578.71.
(2)The requirements of 24 CFR 84.23

and 85.24 apply.
(3)Before grant execution, services to

be provided by a third party must be
documented by a memorandum of
understanding (MOU)between the
recipient or subrecipient and the third
party that will provide the services.
Services provided by individuals must
be valued at rates consistent with those
ordinarily paid for similar work in the
recipient's or subrecipient's
organization. If the recipient or
subrecipient does not have employees
performing similar work, the rates must
be consistent with those ordinarily paid
by other employers for similar work:in
the same labor market.

(1) The MOU must establish the
unconditional commitment, except for
selection to receive a grant, by the third
party to provide the services, the
specific service to be provided, the
profession of the persons providing the
service, and the hourly cost of the
service to be provided,
(ii) During the term of the grant, the

recipient or subrecipient must keep and
make available, for inspection, records
documenting the service hours
provided.
§578.75 General operations.

(a) State and local requirements. (1)
Housing and facilities constructed or
rehabilitated with assistance under this
part must meet State or local building
codes, and in the absence of State or
local building codes, the International
Residential Code or International
Building Code (as applicable to the type

of structure) of the International Code
Council.
(2) Services provided with assistance

under this part must be provided in
compliance with all applicable State
and local requirements, including
licensing requirements.
(b) Housing quality standards.

Housing leased with Continuum of Care
program funds, or for which rental
assistance payments are made with
Continuum of Care program funds, must
meet the applicable housing quality
standards (HQS) under 24 CFR 982.401
of this title, except that 24 CFR
982.401(j) applies only to housing
occupied by program participants
receiving tenant-based rental assistance.
For housing rehabilitated with funds
under this part, the lead-based paint
requirements in 24 CFR part 35,
subparts A, B, J, and R apply. For
housing that receives project-based or
sponsor-based rental assistance, 24 CFR
part 35, subparts A, B, H, and R apply.
For residential property for which funds
under this part are used for acquisition,
leasing, services, or operating costs, 24
CFRpart 35, subparts A, B, K, and R
apply.
(1) Before any assistance will be

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

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

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

than very young children, may not be
required to occupy the same bedroom or
living/sleep~ room.
(2) Ifhouseliold 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 a/supportive
services. To the extent practicable, each
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of Care activities. This does not include
staff and overhead costs directly related
to carrying out activities eligible under
§ 578.43 through § 578.57, because those
costs are eligible as part of those
activities. Eligible administrative costs
include:

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

the recipient's staff, the staff of
subrecipients, or other staff engaged in
program administration. In charging
costs to this category, the recipient may
include the entire salary, wages, and
related costs allocable to the program of
each porson 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 complianco with program
requirements;
(E) Preparing reports and other

documents directly related to the
program for submission to HUD;
(F) Coordinating the resolution of

audit and monitoring findings;
(G) Evaluating program results against

stated objectives; and
(H) Managing or supervising persons

whose primary responsibilities with
regard to the program include such
assignments as those described in
paragraph (a)(I)(i)(A) through (G) of this
section.
(ii) Travel costs incurred for

monitoring of subrecipients;
(iii) Administrative services

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

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

supplies, and rental and maintenance
(but not purchase) of office space.

(2) Training on Continuum of Care
requirements. Costs of providing
training on Continuum of Care
requirements and attending HUD-
sponsored Continuum of Care trainings.
(3) Environmental review. Costs of

carrying out the environmental review
res'ponsibilities under §578.31.

(b) Sharing requirement. (1) UFAs.1f
the recipient is a UFA that carries out
a project, it may use up to 10 percent
of the grant amount awarded for the
project on project administrative costs.
The UFA must share the remaining
project administrative funds with its
subrecipients.

(2)Recipients that are not UFAs. If the
recipient is not a UFA, it must share at
least 50 percent of project
administrative funds with its
subrecipients.

§578.61 RelocaUoncoat••
(a) In general. Relocation costs under

the Uniform Relocation Assistance and
Real Property Acquisition Policies Act
of 1970 are eligible.
(b) Eligible relocation costs. Eligible

costs are costs to provide relocation
payments and other assistance to
persons displaced by a project assisted
with grant funds in accordance with
§578.83.

§578.63 Indirect costs.
(a) In general. Continuum of Care

funds may be used to pay indirect costs
in accordance with OMB Circulars A~7
or A-122, as applicable.
(b) Allocation. Indirect costs may be

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

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

Subpart E-Hlgh-Performlng
Communities

§678.66 Standards.
(a) In general. The collaborative

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

application must be submitted at such

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

Continuum of Care program funds
received in the preceding year were
expended;

(2) A specific plan for how grant
funds will be expended; and

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

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

Continuum of Care's HMIS that it meets
all of the following standards:

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

individuals and families who leave
homelessnoss, less than 5 percent
become homeless again at any time
within the next 2 years; or the
percentage of individuals and families
in similar circumstances who become
homeless again within 2 years after
leaving homelessness was decreased by
at least 20 percent from the preceding
federal fiscal year.
(iii) HMIS coverage. The Continuum's

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

respect to Continuums that served
homeless families and youth defined as
homeless under other federal statutes in
paragraph (3) of the definition of
homeless in § 576.2:
(A) 95 percent of those families and

youth did not become homeless again
within a 2-year period following
termination of assistance; or
(B) 85 percent of those families

achieved independent living in
permanent housing for at least 2 years
following termination of assistance.
(2) Reliable data generated from

sources other than the Continuum's
HMIS that is provided in a narrative or
other form prescribed by HUD that it
meets both of the following standards:
(i) Community action. All the .

metropolitan cities and counties within
the Continuum's geographic area have 8
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potential program participants, are
eligible.
(i) Eligible costs include the outreach

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

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

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

(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
(il) The salary and benefit packages of

the recipient and subrecipient staffwho
directly deliver the services.

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

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

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

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

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

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

§578.57 Homeless Management
Information 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 HUn-
approved training on HMIS and
programs authorized by Title IV of the
McKinney-Vento Homeless Assistance
Act;
(ix) Paying staff travel costs to

conduct intake; and
(x) Paying participation fees charged

by the HMIS Lead, as authorized by
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;
(li) 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) lfthe recipient or subrecipient is

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

funded under this section must comply
with the HMIS requirements.

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

subrecipient may use up to 10 percent
of any grant awarded under this part,
excluding the amount for Continuum of
Care Planning Activities and UFA costs,
for the payment of project '
administrative costs related to the
planning and execution of Continuum
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(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.
(i) Services include instruction or

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

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

(6) Employment assistance and job
training. The costs of establishing and
operating employment assistance and
job training programs are eligible,
including classroom, online 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:
(0) Books and instructional material;
(E)Counseling or job coaching; and
(F)Referral to community resources.
(7JFood. 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.
(li) 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 ofrental 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
ab1lity 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.
(li) Component services or activities

may include receiving and prepering
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.
conDict 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;
(il) 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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assisted unit to protect their health and
safety.

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

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

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

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

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

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

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

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

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

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

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

this section is vacated before the
expiration of the lease, the assistance for
the unit may continue for a 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.

0) Leases. (1) Initial lease. For project-
based, sponsor-based, or tenant-based
rental assistance, program participants
must enter into a lease agreement for a
term of at least one year, which is
terminable for cause. The leases must be
automatically renewable upon
expiration for terms that are a minimum
of one month long, except on prior
notice by' either party. .

(2) lmtiallease 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 ,.Nlc ••.
(a) In general. Grant funds may be

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

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

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

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

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

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

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

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

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

not described 88 an eligible cost under
this section is not an eligible cost of
providing supportive services using
Continuum of Care program funds. Staff
training and the costs of obtaining
professional licenses or certifications
needed to provide supportive services
are not eligible costs.

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

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

(2) Assistance with moving costs ..
Reasonable one-time moving costs are
eligible and include truck rental and
hiring a moving company.
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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
acqulstttcn,

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

§578.49 Leulng.
(a) USB. (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(a), or organizations
that are members of ilpartnership,
where the partnership owns the
structure, unless HUD authorized an
exception for good cause.
(2) Any request for an exception must

include the following:
(i)A description of how leasing these

structures is in the best interest of the
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 ronts
being charged for comparable units,
taking into account the location, size,

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

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

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

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

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

(8) Transition. Beginning in the first
year awards are made under the
Continuum of Care program, renewals of
grants for leasing funds entered into
under the authority of title IV, subtitle
D of the Act as it existed before May 20,
2009, will be renewed either as grants
for leasing or as rental assistance,
depending on the characteristics of the
project. Leasing funds will be renewed
as rental assistance if the funds are used
to pay rent on units where the lease is
between the program participant and
the landowner or sublessor. Projects
requesting leasing funds will be
renewed as leasing if the funds were
used to lease a unit or structure and the
lease is between the recipient or
subrecipient and the landowner.

§578.51 Rental1••I.lance.
(a) Use. (1) Grant funds may be used

for rental assistance for homeless
individuals and families. Rontal
assistance cannot be provided to a
program participant who is already
receiving rental assistance, or Jiving in
a housing unit receiving rental
assistance or operating assistance
through other federal, State, or local
sources.

(1) 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 adminiatered
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 firat year and in a specific area
for the remainder of their period of
participation. Program participants who
are receiving rental assiatance in
transitional housing may be required to
live in a specific structure for their
entire period of participation in
transitional housing.

(1) Up to 5 years worth of rental
assistance may be awarded to a project
in one competition.
(2) Program participants who have

complied with all program requirements
during their residence retain the rental
assistance if they move within the
Continuum of Care geographic area.
(3) Program participants who have.

complied with all program requirements
during their residence and who have
been a victim of domestic violence,
dating violence, sexual assault, or
stalking, and who reasonably believe
they are imminently threatened by harm
from further domestic violence, dating
violence, sexual assault, or stalking
(which would include threats from a
third party, such as a friend or family
member of the perpetrator of the
violence), if they remain in the assisted
unit, and are able to document the
violence and basis for their belief, may
retain the rental assistance and move to
a different Continuum of Care
geographic area ifthey move out of the
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from this requirement if the Violence
Against Women Act of1994 (42 U.S.C.
13925 et seq.) or the Family Violence
Prevention and Services Act (42U.S.C.
10401 et seq.) prohibits the recipient
carrying out the project from making its
housing conditional on the participant's
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. ssa includes street
outreach.

(4) HMIS. Funds may be used by
HMISLeads 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) HomeJessness 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
compareble databaser.and
(8) Establish and carry out a

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

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

§578.39 Continuum of Care planning
actlvltle •.
(a) In generol. Collaborative

applicants may use up to 3 percent of
their FPRN, or a maximum amount to be
established by the NaF 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 area

that the Continuum of Care will serve;
(3) Developing a Continuum of Care

system;
(4) Evaluating the outcomes of

projects for which funds are awarded in
the geographic area, including the
Emergency Solutions Grants program;

(5)Participating in the consolidated
planes) of the jurisdiction(s) in the
geographic area; and

(6J 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.

1578.41 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 NaF A,
whichever is less, for fiscal control and
accounting costs necessary to assure the
proper disbursal of, and accounting for,
federal funds awarded tosubrecipients
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.
1578.45 Rehabilitation.
(a) Use. Grant funds may be used to

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

1578.47 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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(3) Funding. Awards and increases to
awards made upon appeal will be made
from next avai.able funds.
_ (d) Competing Continuums of Care.
(1) In general. If more than one
Continuum of Care claims the same
geographic area, HUDwill award funds
to the Continuum applicant(s) whose
application(s) has the highest total
score. No projects will be funded from
the lower scoring Continuum, No
projects that are submitted in 'two or
more competing Continuum of Care
applications will be funded.
(2) Who may appeal. The designated

applicant(s) for the lower scoring
Continuum may appeal HUD's decision
to fund the application(s) from the
competing Continuum by filing a
written appeal, in such form and
manner as HUDmay require by Notice,
within 45 days of the date ofHUD's
announcement of the award.

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

In general. An applicant may appeal to
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;
(il) A copy of the jurisdiction's

response stating the reasons for denial,
including the reasons the proposed
project is not consistent with the
jurisdiction's Consolidated Plan in
accordance with 24 CPR91.500(c); and
(iii) A statement of the reasons why

the applicant believes its project is
consistent with the jurisdiction'S
Consolidated Plan.
(3)Jurisdiction response. The

jurisdiction that refused to provide the
certification of consistency with the
jurisdiction's Consolidated Plan shall
have 10 days after receipt of a copy of
the appeal to submit a written
explanation of Olereasons originally
given for refusing to provide the
certification and a written rebuttal to
any claims made by the applicant in the
appeal.
(4)HUDreview. (i) HUDwill issue its

decision within 45 days of the date of
HUD's receipt of the jurisdiction's

response. As part of its review, HUD
will consider: .

(A) Whether the applicant submitted
the request to the appropriate political
jurisdiction; and
(B) The reasonableness of the

jurisdiction's refusal to provide the
certificate.
(ii) If the jurisdiction did not provide

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

Subpart D-Program Components and
Eligible eosts
§578.37 Program components and uses of
aaalstance.
(a) Continuum of Care funds may be

used to pay for the eligible costs listed
in §578.39 through §578.63 when used
to establish and operate projects under
five program components: permanent
housing; transitional housing;
supportive services only; HMIS; and, in
some cases, homelessness prevention.
Although grant funds may be used by
recipients and subrecipients in all
components for the eligible costs of
contributing data to the HMIS
designated by the Continuum of Care,
only HMIS Leads may use grant funds
for an HMIS component. Administrative
costs are eligible for all components. All
components are subject to the
restrictions on combining funds for
certain eligible activities in a single
project found in §578.87(c). The eligible
program components are:

(1) Permanent housing (PH).
Permanent housing is community-based
housing, the purpose ofwhich is to
provide housing without a designated
length of stay. Grant funds may be used
for acquisition, rehabilitation, new
construction, leasing, rental assistance,
operating costs, and supportive services.
PH includes:

(1) Permanent supportive housing for
persons with disabilities (PSHj. PSH can
only provide assistance to individuals
with disabilities and families in which
one adult or child has a disability.
Supportive services designed to meet
the needs of-the program participants
must be made available to the program
participants.
(ii) Rapid rehousing. Contlnuum of

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

a homeless individual or family, with or
without disabilities, move as quickly as
possible into permanent housing and
achieve stability in that housing. When
providing short-term and/or medium-
term rental assistance to program
participants, the rental assistance is
subject to §578.51(a)(1), but not
§578.51(a)(1)(i) and (il); (a)(2); (c) and
(f) through (1); 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.
(0) May provide supportive services

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

once annually, that the program
participant lacks sufficient resources
and support networks necessary to
retain housing without Continuum of
Care assistance and the types and
amounts of assistance that the program
participant needs to retain housing. The
recipient or subrecipient may require
each program participant receiving
assistance to notify the recipient or
subrecipient of changes in the program
participant's income or other
circumstances (e.g., changes in
household composition) that affect the
program participant's need for .
assistance. When notified of a relevant
change, the recipient or subrecipient
must reevaluate the program
participant's eligibility and the amount
and types of assistance that the program
participent 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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proposed project or activities by
combining (layering) assistance under
this program with other governmental
housing assistance from federal, State,
or local agencies, including assistance
such as tax concessions or tax credits.

§578.31 Environmental review.

(a) Activities under this part are
subject to environmental review by
HUD under 24 CFR part 50. The
recipient, or subrecipient shall supply
all available, relevant information
necessary for mID 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 mID 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 axpend HUD or
local funds for such eligible activities
under this part, until mID has
performed an environmental review
under 24 CFR part 50 and the recipient
or subrecipient has received mID
approval of the property.

§678.33 Renewal ••

(a) In general. Awards made under
this part and title IV of the Act, as in
effect before August 30, 2012 (the
Supportive Housing Program and the
Shelter Plus Care program), may be
renewed to continue ongoing leasing,
operations, supportive services, rental
assistance, HMIS, and administration
beyond the initial funding period. To be
considered for funding, recipients must
submit a request in a form specified by
HUD, must meet the requirements of
this part, and must submit the request
within the time frame established by
HUD.

(b)Length of renewal. HUD may
award up to 3 years of funds for
supportive servicos, loasing, HMIS, and
operating costs. Renewals oftenant-
based and sponsor-based rental
assistance may be for up to one year of
rental asslstence. Renewals of project-
based rental assistance may be for up to
15 years of rental, assistance, subject to
availability of annual appropriations.

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

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

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

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

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

(d) Review criteria. (1) Awards made
under title IV of the Act, as in effect
before August 3D, 2012 are eligible for
renewal in the Continuum of Care
program even if the awardees would not
be eligible for a new grant under the
program, so long as they continue to
serve the same population and the same
number of persons or units in the same
type of housing as identified in their
most recently amended grant agreement
signed before August 30, 2012. Grants
will be renewed if mID receives a
certification from the Continuum that
there is a demonstrated need for the
project, and mID finds that the project
complied with program requirements
applicable before August 30, 2012. For
purposes of meeting the requirements of
this part, a project will continue to be
administered in accordance with 24
CFR 582.330, if the project received
funding under the Shelter Plus Care
program, or 24 CFR 583.325, if the
project received funding under the
Supportive Housing Program.
, (2) Renewal of awards made after
August 30,2012. Review criteria for
competitively awarded renewals made
after August 30, 2012 will be described
in the NOFA.

(e) Unsuccessful projects. HUD may
renew a project that was eligible for
renewal in the competition and was part
of an application that was not funded
despite having been submitted on time,
in the manner required by HUD, and
containing the information required by
HUD, upon a finding that the project
meets the purposes of the Continuum of
Care program. The renewal will not
exceed more then one year and will be
under such conditions as mID deems
appropriate.

(0 Annual Performance Report
condition. mID 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
llUD deems unacceptable or shows
noncompliance with the requirements
of the grant and this part.

1578.35 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
applicetion 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. IfHUD finds that the solo
applicant was not permitted to .
participate in the Continuum of Cere
planning process in a reasonable
manner, then mID may award a grant
to the solo applicant when funds next
become available and may direct the
Continuum of Cere to take remedial
steps to ensure reasonable participation
in the future. HUD may also reduce the
award to the Continuum's applicant(s).

(c) Denied or decreased ftiiiding. (1)
Who may appeal. Eligible applicants
that are denied funds by 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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(i) Subrecipients will maintain the
confidentiality of records pertaining to
any individual or family that was
provided family violence prevention or
treatment services through the rroject;
(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 ere 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 ere not debarred or
suspended from doing business with the
Federal Government; and
(vi) Subrecipients will provide

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

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

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

children into account when families ere
placed in housing and will, to the
meximum 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 HUO's minimum requirements
and the victim service provider uses
that system instead;
(10) To follow the written standards

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

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

and conditions as HUDmay establish by
NOFA.
§578.25 Site control.
(a) In general. When grant funds will

be used for acquisition, rehabilitation,
new construction, operating costs, or to
provide supportive services, the
recipient or subrecipient must
demonstrate that it has site control
within the time frame established in
section §578.21 before HUDwill
execute a grant agreement. This
requirement does not apply to funds
used for housing that will eventually be
owned or controlled by the individuals
or families served or for supportive
services provided at sites not operated
by the recipient or subrecipient.
(b)Evidence. Acceptable evidence of

site control is a deed or lease. If grant
funds will be used for acquisition,
acceptable evidence of site control will
be a purchase agreement. The owner,
lessee, and purchaser shown on these
documents must be the selected
applicant or intended subrecipient
identified in the application for
assistance.
(c) Tax credit projects. (1) Applicants

that plan to use the low-income housing
tex 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
subrecipient must be the sole managing
member.
(2) If grant funds are to be used for

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

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

(a) States or units of generallocaJ
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 Urban
Development Reform Act of 1989 (42
U.S.C. 3545) and 24 CFR part 4, subpart
A. An applicant must submit
information in its application on other
sources of governmental assistance that
the applicant has received, or
reasonably expects to receive, for a
proposed project or activities. HUD's
review of this information is intended to
prevent excessive public assistance for
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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.
(il) Seventy-five percent of the

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

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

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

(0) Calculating a Continuum of Care's
maximum award amount. (1) Establish
the PPRN amount. First, HUDwill total
the PPRN amounts for each
metropolitan city, urban county, other
county, and insular area claimed by the
Continuum as part of its geographic
area, excluding any counties applying
for or receiving funding from the Rural
Housing Stability Assistance program
under 24 CFRpart 579.
(2) Establisli1ngrenewal demand.

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

PPRN or renewal demand for the
Continuum of Care is the FPRN, which

is the base for the maximum award
amount for the Continuum.

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

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

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

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

1678.21 Awarding funds.
(a) Selection. 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.

1578.23 ExecuUng grant agreements.
(a)Deadline. No later than 45 days

from the date when all conditions are
satisfied, the recipient and HUDmust
execute the grant agreement.

(b) Grunt agreements. (1) Multiple
applicants for one Continuum. If a
Continuum designates more than one
applicant for the geographic area, BUD
will enter into a grant agreement with
each designated applicant for which an
award is announced.

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

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

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

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

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

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

subrecipients that:
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humans must be counted as unsheltered
homeless persons.
(ii) Persons living in emergency

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

by HUDby Notice.
(3) Conducting an annual gaps

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

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

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

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

projects in the geographic area;
(3)Determine if one applii::ation for

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

1578.13 Remedial actlo'n.
(a) H HUD finds that the Continuum

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

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

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

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

S578.15 Eligible applicants.
(a) Who may apply. Nonprofit

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

(b) Designation by the Continuum of
Care. Eligible applicant(s) must have
been designated by the Continuum of
Care to submit an application for grant
funds under this part. The designation
must state whether the Continuum is
designating more than one applicant to
apply for funds and. if it is, which
applicant is being designated as the
collaborative applicant. H 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.
S578.17 OVerview of application and grant
award proc•••.
(a)Formula. (1) After enactment of the

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

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

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

(a)(2)(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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subgrant from the recipient to carry out
a project.

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

Unified Funding Agency (UFA) means
an eligible applicant selected by the
Continuum of Care to apply for a grant
for the entire Continuum, which has the
capacity to carry out the duties in
§576.11(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 E8tabllshlng 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
§576.95(b). The board must:
(1)Be representative of the relevant

organizations and of projects serving
homeless subpopulations: and
(2) Include at least one homeless or

formerly homeless individual.
(c) Transition. Continuums of Care

shall have 2 years after August 30, 2012

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

§678.7 Responslbllltle. of the Continuum
ofCare.

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

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

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

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

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

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

subrecipients to establish performance
targets appropriate for population and
program type. monitor racipient 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:
(6) 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 addross 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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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 e: regular sleeping
accommodation for human beings,
including a car, park, abandoned
building, bus or train station, airport, or
camping ground;
(ii) An individual or family living in

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

institution where he or she resided for
90 days or less and who resided in an
emergency shelter or place not meant
for human habitetion 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 ofthe Runaway and
Homeless Youth Act (42 U.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
(42 U.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 (42U.S.C. 11434a):

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

instability as measured by two moves or
more during the 60-day period
immediately preceding the date of
applying for homeless assistance; and
(iv) Can be expected to continue in

such stetus 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 inClividual or family who:
(i) Is fleeing, or is attempting to flee.

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

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

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

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

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

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

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

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

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

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

in the provision of assistance.
A private nonprofit organization does

not include governmental organizations,
such as public housing agencies.

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

Project means a group of eligible
activities, such as HMIS costs, Identified
as a project in an application to HUD for
Continuum of Care funds and includes
a structure (or structures) that is (are)
acquired. rehabilitated, constructed, or
leased with assistance provided under
this part or with respect to which HUn
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 hoven means. for the purpose of
defining chronically homeless,
supportive housing that meets the
following:
(1) Serves hard to reach homeless

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

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

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

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

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

Subrecipient means a private
nonprofit organization, State, local .
government, or instrumentality of State
or local government that receives a
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·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;

(U) Does not have sufficient resources
or support networks, e.g., family,
friends, faith-based or other social
networks, immediately available to
prevent them from moving to an
emergency shelter or another place
described in paragraph (1) of the
"Homeless" definition in this section;
and
(iii) Meets one of the following

conditions:
(A)Has moved because of economic

reasons two or more times during the 60
days immediately preceding the
application for homelessness prevention
assistance;

(B) Is living in the home of another
because of economic hardship;
(C)Has been notified in wnting that

their right to occupy their current
housing or living situation will be
terminated within 21 days of the date of
appllcatton 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)Live~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) ofthe 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. 114348(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 8 centralized
or coordinated process designed to
coordinate program participant intake
assessment and provision of referrals. A
centralized or coordinated assessment
system covers the geographic area, is
easily accessed by individuals and
families seeking housing or services, is
well advertized, and includes a
comprehensive and standardized
assessment tool.

Chronically homeless. (1) An
individual who:

(I) Is homeless and lives in a place not
meant for human habitation, a safe
haven, or in an emergency shelter; and
(li) Has been homeless and living or

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

inclusive, who has a substantial
developmental delay or specific
congenital or acquired condition, may
be considered to have a developmental
disability without meeting three or more
of the criteria described in paragraphs
(1)(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 (ESC)
means the grants provided under 24
CFRpart 576.

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

(1) Evaluate whether the proposed
collection of information is necessary
for the proper performance of the
functions HUD, including whether the
information will havo practical utility;

(2) Evaluate the accuracy of HUD's
estimate of the burden of the proposed
collection of information;

(3) Enhance the quality, utility, and
clarity of the information to be
collected; and

(4) Minimize the burden of the
collection of Information on those who
are to respond, including through the
use of appropriate automated collection
techniques or other forms of information
technology; e.g., permitting electronic
submission ofresponses.

Interested persons are invited to
submit comments regarding the
information collection requirements in
this rule. Comments must refar to the
proposal by name and docket number
(FR-5476-I-Ql) and be sent to: HUD
Desk Officer, Office of Management and
Budget, New Executive Office Building,
Washington, DC 20503, Fax: (202) 395-
6947, and Reports Liaison Officer,
Office of the Assistant Secretary for
Community Planning and Development,
Department of Housing and Urban
Development, 451 Seventh Street SW.,
Room 7233, Washington, DC 20410-
7000.

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

List of Subjects in 24 CFR Part 578
Community facilities, Continuum of

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

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:

PART 578-CONTINUUM OF CARE
PROGRAM

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

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

award process.
578.19 Application process.
578.21 Awarding funds.
578.23 Executing grant agreements.
578.25 Site control.
578.27 Consolidated plan.

I 578.29 Subsidy layering.
578.31 Environmental review.
578.33 Renewals.
578.35 Appeal.
Subpart D-Program Components and
Eligible Coats
578.37 Program components and uses of

assistance,
578.39 Continuum of Care planning

activities.
578.41 Unified Funding Agency costs.
578.43 Acquisition.
578.45 Rehabilitation.
578.47 New construction.
578.49 Leasing.
578.51 Rental assistance.
578.53 Supportive services.
578.55 Operating costs.
578.57 Homeless Management Information

System.
578.59 Project administrative costs.
578.61 Relocation costs.
578.63 Indirect costs.
Subpart E-Hlgh·Periormlng Communities
578.65 Standards.
578.67 Publication of application.
578.69 Cooperation among entities.
578.71 HPC·eligible activities.
Subpart F-Program Requ'lrementll
578.73 Matching requirements.
578.75 General operations.
578.77 Calculating occupancy charges and

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

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

acquisition.
578.85 Timelincss standards.

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

serve persons defined es homeless under
other federal Iaws.

578.91 Termination of assistance to
program participants.

578.93 Fair Housing and Equal
Opportunity.

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

requirements.
Subpart G-Grant Administration
578.101 Technical assistance.
678.103 Recordkeeping requirements.
578.105 Grant and project changes.
578.107 Sanctions.
578.109 Closeout.

Authority: 42 U.S.C. 11371 et seq., 42
U.S.C.3535(d).

Subpart A-General Provisions

§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 homeleseness:

·(3) Promote access to and effective
utilization of mainstream programs by
homeless individuals and families; and

(4) Optimize self-sufficiency among
individuals and families experiencing
homelessness.

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

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

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

Applicant means an eligible applicant
that has been designated by the
Continuum of Care to apply for
assistance under this part on behalf of
that Continuum.
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have a significant economic impact on
a substantial number of small entities.
Notwithstanding RUD'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 RUD's objectives as
described in this preamble.

Executivo Order 13132, Federalism
Executive Order 13132 (entitled

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

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

Paperwork Reduction Act
The information collection

requirements contained in this interim

REPORTING ANO RECORDKEEPING BURDEN

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:

Number of Response Total annual Burden hours Total annualInformationcollection respondents frequen~ responses per response hours(average

§ 578.5(a) Establishing the ceo .......................................... 450 1 450 8.0 3,600
§578.5(b) Establishing the Board ........................................ 450 1 450 5.0 2,250
§57B.7(a)(1) Hold coe Meetings ........:............................... 450 2 900 4.0 3,600
§ 578.7(a)(2) Invltallonfor NewMembers ........................... 450 1 450 1.0 450
§57B.7(a)(4) AppointcommHtees ........................................ 450 2 900 0.5 450
§ 57B.7(a)(5)Governance charter ........................................ 450 1 450 7.0 3,150
§57B.7(a)(6) and (7) Monitorperformance and evaluation 450 4 450 9.0 4,050
§576.7(a)(8) Centrsllzed or coordinated a668SSment sys-
tem .......... ;......................................................................... 450 1 450 8.0 3,600

§57B.7(a)(9) WrlUenstandards ........................................... 450 1 450 5.0 2,250
§578.7(b) DeSignate HMIS.................................................. 450 1 450 10.0 4,500
§ 578.9 AppHcellonfor funds ............................................... 450 1 450 180.0 81,000
§ 578.11(c) Develop coe plan ............................................. 450 1 450 9.0 4,050
§578.21(c) Satisfying conditions ......................................... B,OOO 1 8,000 4.0 32,000
§ 578.23 Executing grant agreements ................................. 8,000 1 8,000 1.0 8,000
§57B.35(b) Appeal--6olo ..................................................... 10 1 10 4.0 40
§ 578.35(c) Appeal--denled or decreased funding ............. 15 1 15 1.0 15
§ 578.35(d) AppeaJ--.competlngCoC .................................. 10 1 10 5.0 50
§578.35(e) AppeaJ-Consolldated Plan cartHlcatlon .......... 5 1 5 2.0 10
§ 57B.49(a)--leaslng exceptions ......... :............................... 5 1 5 1.5 7.5
§ 57B.65 HPC Standards ..................................................... 20 1 20 10.0 200
§57B.75(a)(1) State and locel requlrements--epproprtate
service provision ............................................................... 7,000 1 7,000 0.5 3,500

§ 578.75(a)(1) State and local requlrements-houslng
codes ................................................................................ 20 1 20 3.0 60

§578.75(b) Housing quaHtystandards ................................ 72,BOO 2 145,600 1.0 145,600
§57B.75(b) Suitable dwellingsize ....................................... 72,800 2 145,600 O.OB 11,648
§578.75(c) Meals ................................................................. 70,720 1 70,720 0.5 35,360
§57B.75(e) Ongoing assessml;lllt of supportive services .... B,OOO 1 8,000 1.5 12,000
§578.75(f) Residential supervision ...................................... 6,600 3 19,800 0.75 14,B50
§578.75(g) Partlclpallonof homeless Individuals ............... 11,500 1 11,500 1.0 11,500
§578.75(h) Supportive service agreements ........................ 3,000 100 30,000 0.5 15,000
.§ 578.n(a) Signed leases/occupancy agreements ............. 104,000 2 20B,ooo 1.0 208,000
§578.n(b) Calculallng occupancy charges ........................ 1,840 200 368,000 0.75 276,000
§ 57B.n(c) Calculating rent ................................................. 2,000 200 400,000 0.75 300,000
§57B.81(a) Use restriction ................................................... 20 1 20 0.5 10
§578.91(a) Termlnallon of assistance ................................. 400 1 400 4.00 1,600
§578.91(b) Due process for termlnallon of assistance ....... 4,500 1 4,500 3.0 13,500
§ 578.95(d}-Conmct-of-lnterest exceptions ........................ 10 1 10 3.0 30
§ 57B.103(a)(3) Documenting homelessness ...................... 300,000 1 300,000 0.25 75,000
§57B.103(a)(4) Documenting at risk of homeless08ss ....... 10,000 1 10,000 0.25 2,500
§57B.103(a)(5) Documenting Imminent threat of harm ....... 200 1 200 0.5 100
§ 578.103(a)(7) Documenting program participant records 350,000 6 2,100,000 0.25 525,000
§57B.103(a)(7) Documenting case management ............... 8,000 12 96,000 1.0 96,000
§578.103(a)(13) Documenting faith-based actMtles .......... 8,000 1 B,OOO 1.0 8,000
§57B.103(b) Confidentialityprocedures .............................. 11,500 1 11,500 1.0 11,500
§ 57B.105(a) GranVproJectchanges-UFAs ........................ 20 2 40 2.0 BO
§578.105(b) GranVprojectchanges-muHlple project appli-
cants ................................................................................. BOO 1 800 2.0 1,600

Total .............................................................................. ........................ ........................ ........................ ........................ 1,921,710.5
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has been discussed in this preamble, the
foundation for the Continuum of Cere
regulations is the criteria and
requirements provided in NOFAs for the
Continuum of Cere Homeless Assistance
Grants Competition program, which
HUD has funded for more than 10 years.
Through the Continuum of Care
Homeless Assistance Grants
Competition program, HUDprovided
funding for the Supportive Housing
program, the Shelter Plus Care program,
and the Section 8 Moderate
Rehabilitation Single Room Occupancy
program. The HEARTHAct
consolidated these three competitive
programs into the statutorily established
Continuum of Cere 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
HUll is contemplating in its reguletions
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 19569
Under Executive Order 12866

(Regulatory Planning and Review), a
determination must be made whether a
regulatory action is signi1;icantand,
therefore, subject to review by the Office
ofManagement and Budget (OMB)in
accordance with the requirements ofthe
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(1)(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 HEARTIJ
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 Cere planning
process. To the extent permitted by the
HEARTHAct and where feasible, the
regulations build-in flexibility for
grantees, based on experience in
administering the Continuum of Care
program to date. Given the transition
from administrative operation of the
Continuum of Care program to statutory
operation of the Continuum of Care
program, this interim rule would also
have no discernible impact upon the
economy.
The-docket file is available for public

inspection in the Regulations Division,
Office of the General COUDsel,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 (this,is not a toll-free
number). Individuals with speech or
hearing impairments may access this
number via TTY by calling the Federal
Relay Service at 800-877-8339.
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 800-877-8339.
Unfunded Mandates Reform Act

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

The Regulatory Flexibility Act (5
U.S.C. 601 et seq.) generally requires an
agency to conduct a regulatory
flexibility analysis of any rule subject to
notice and comment rulemalcing
requirements, unless the agency certifies
that the rule will not have a significant
economic impact on a substanti8I
number of small entities. This rule
solely addresses the allocatlcn and use
of grant funds under the new
McKinney-Vento Act homeless
assistance programs, as consolidated
and amended by the HEARTH Act. As
discussed in the preamble, the majority
of the regulatory provisions proposed by
this rule track the regulatory provisions
of the Continuum of Care program, with
which prospective recipients of the
Supportive Housing program and the
Shelter Plus Cere 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 PIUBCare program, grantees
have not advised that such requirements
are burdensome. Therefore, HUD has
determined that this rule would not
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confidentiality of records pertaining to
any individual provided family violence
prevention or treatment services under
this program. The interim rule requires
written procedures to ensure the
security and confidentiality of all
records containing personally
identifying information of any
individual or family who applies for
and/or receives Continuum of Care
assistance.

Gront 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 intarim rule provides
contingencies that must be met before
HUDwill approve the grant
amendment. These contingencies are
necessary to ensure that recipients meet
the capacity requirements established in
the NOFA and to ensure that eligible
persons within the geographic area are
better served and, since the Continuum
of Care program is a competitive
program, that the priorities established
under the·NOFA continue to be met.
Any changes to an approved grant or
project that do not require a grant
amendment, as set forth in this section,
must be fully documented in the
recipient's or subrecipient's records.

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

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

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

IIL 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.
HUDwill remove the regulations in
these parts by a separate rule (if no
grants exist) or will replace them with
a savings clause, which will continue to
govern grant agreements executed prior
to the effective date of the HEARTHAct
regulations.
IV. Conforming Regulations
In addition to establishing the new

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

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

2 The Administrative Procedure Act (5 u.s.c.
Subchapler 11)(APA). which govlll'DIfederal
rnl8maldng. provides in section 553(a) thai mattel8
involving a military or foreign affair. function of the
United Stales or a mailer relating 10federalll8ency

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

it would be contrary to the public
interest to delay promulgation of the
regulations for the Continuum of Care
program.s Congress has provided
funding for this new program in the
Consolidated and Further Continuing
Appropriations Act, 2012 (Pub. L. 112-
55, approved November 18, 2011) (FY
2012 Appropriations Act). The FY 2012
Appropriations Act. under the account
for Homeless Assistance Grants,
appropriates not less than $1.593 billion
for the Continuum of Care and Rural
Housing Stability programs. While
many federal programs, including HUD
programs, received a reduction in
funding in the FY 2012 Appropriations
Act, Congress increased funding for
HUD's homeless assistance grants.
including the Continuum of Care
program, Additionally, the Conference
Report accompanying the FY 2012
Appropriations Act (House Report 112-
284) states in relevant part, as follows:
"The conferees express concern that
HUD continued to implement pre-
HEARTHgrant programs in FY 2011,
due to a lack of regulations. The
conferees direct HUD to publish at Jeast
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 HEARTH can
begin to govern the delivery of homeless
assistance funding." (See Conf. Rpt. at
page 319. Emphasis added.) Given this
congressional direction, HUD is issuing
this rule providing for regulations for
the Continuum of Care program as an
interim rule. Having intarim 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

mllDlI8"ment or paraonnel Dr to public properly.
loans, grant •• benefit., or conlracll are axempt from
the adVllDCllnotice and public commant
requirement of lI8Ctlona553(b) end (c) of the APA.
In iu regulations in 24 CFR 10.1. HUD baa walved
the exemption for advance noUce and public
comment for matters that relate to public properly,
loans, grants, benefit •• or contract •• and hal
committed to undertake noUce IlDdcomment
rulemaldng for th8lle matters.
• Although HUD's regulation in 24 CFR 10.1

provide that HUD will involve public participatioD
in its rulemaldng. this "'8l11ation also provid •••that
notice and public procedure will be omitted IfHUD
determines in a particular cua or cllllS of cues that
notice and public procedure are impracticeble.
unnecessary, or contrary 10tho pubHc interest.
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section. a change in the factual scenario
may change the analysis.
One clarifying example is as follows.

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

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

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

"preventing involuntary family
separation" requirement set forth in
Section 404 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 commenta from
Continuum of Care-funded recipients on
this requirement. HUD invites
comments about the difficulty that
recipients are going to experience, if
any. in implementing this requirement.
In addition to comments about the
difficulties, HUD invites communities
that have already implemented this .
requirement locally to describe their
methods for use in HUD's technical
assistance materials and for posting on
the HUDHomeless Resource Exchange.

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

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

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

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

advertise and competitively select
providers to deliver technical
assistance. HUDmay enter into
contracts, grants, or cooperative
agreements to implement the technical
assistance. HUD may also enter into
agreements with other federal agencies
when awerding 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 imd clarify the
documentation that HUD requires for
assessing compliance with the program
requirements. The recordlceeping
requirements for documenting homeless
status were published in the December
5,2011, Defining Homeless final rule.
Because these recordlceeping
requirements already went through a 60-
day comment period, HUD is not
seeking further comment on these
requirements. Additionally,
recordlceeping requirements with
similar levels of specificity apply to
documentation of "at risk of
homelessness" and these requirements
can be found in §576.500(c) of the
Emergency Solutions Grants program
interim rule published on December 5,
2011. Because the documentation
requirements pertaining to "at risk of
homelessness" were already subject to a
60-day public comment period. HUD is
not seeking additional comment on
these requirements. Further
requirements are modeled after the
recordkeeping requirements for the
HOME Investment Partnerships Program
(24 CPR 92.508) and other HUD
regulations.
Included along with these changes are

new or expanded requirements
regarding confidentiality, rights of
access to records, record retention
periods, and reporting requirements.
Most significantly, to protect the safety
and privacy of all program perticipants,
the Continuum of Care rule broadens
the program's confidentiality
requirements. The McKinney-Vento Act
requires only procedures to ensure the

ATTACHMENT _. ~._. __.••
\~ tt'OPAGE ..........•. OF ••• ••_.• PAGES



Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations 45437

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 program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program, that organization
shall, within a reasonable time frame
after the date of the objection, refer the
beneficiary to an alternative provider.
While HUD will benefit from OMB
guidance on other provisions of the
Executive Order, specifically those
which the Working Group is charged to
provide recommendations, the
"referral" provision of the Executive
Order is one that HUDbelieves it can
immediately put in place. 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.

Termjnation 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 tho due
process of law. Recipients may resume
assistance to a participant whose
assistance has been terminated.
Recipients that are providing

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

over this requirement from the Shelter
Plus Care program.

Fair Housing and Equal Opportunity
requirements. The Continuum of Care,
as well as its members and
subrecipients, are required to comply
with applicable civil rights laws.
Section 578.93, addressing
nondiscrimination and equal
opportunity requirements, is provided
to offer greater direction to recipients
and subrecipients on the use of grant
funds. Section 578.93(a) states that the
nondiscrimination and equal
opportunity requirements set forth in 24
CFR 5.105(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 Rehabilitation Act of
1973 (Section 504), and title D 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
subreciplents may limit admission or
provide a preference to certain
subpopulations of homeless persons and
families who need the specialized
services providad 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 federal
statute or executive order to a specific
subpopulation, the housing may be
limited to that subpopulatlon.
Section 578.93(liJ(7J provides

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

recipients may limit admission to or
provide a preference for the housing to
subpopulations of homeless persons and
families who need the specialized
supportive services that are provided in
the housing. The regulation contains the
following examples: Substance abuse
addiction treatment, domestic violence
services, or a high-intensity package
designed to meet the needs of hard-to-
reach homeless persons. However,
§578.93(b)(7) further states that while
tho housing may offor services for a
particular type of disability, no
otherwise eligible individual with 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 nonexhaustive, 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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services, the recipient may require
program participants to participate in
those services. By contrast, in a program
that offers services but whose purpose is
not substance abuse treatment, a
recipient may not require a person who
is an alcoholic, for example, to sign a
supportive service agreement at initial
occupancy stating that he or she will
participate in substance abuse treatment
services as a condition of occupancy.
All program participants must, however.
meet all terms and conditions of
tenancy, including lease requirements.
If. as a result of a person's behavior
stemming from substance use, a person
violates the terms of the lease, a
recipient may consider requiring
participation in services 'or any other
action necessary in order for such a
person to successfully meet the
requirements of tenancy.
. Finally, the interim rule clarifies that
in units where the qualifying member of
the household has died, or has been
incarcerated or institutionalized for
more than 90 days. assistance may
continue until the expiration of the
lease in effect at the time of the
qualifying member's death.
incarceration. or institutionalization.

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

Timeliness standards. Recipients
must initiate apf,roved activities and
projects prompt y. 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 compete for

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

were prompted by Executive Order
13279. Equal Protection of the Laws for
Faith-Based and Community
Organizations, issued by President Bush
on December 12. 2002. and published in
the Feder~ Register on December 16.
2002 (67 FR 77141). Executive Order
13279 set forth principles and
policymaldng criteria to guide federal
agencies in ensuring the equal
protection of the laws for faith-based
and community organizations.
Executive Order 13279 "Vasamended by
Executive Order 13559 (Fundamental
Principles and Policymaking Criteria for
Partnerships With Faith-Based and -
Other Neighborhood Organizations).
issued by President Obama on
November 17, 2010, and published in
the Federal Register on November 22.
2010 (75 FR 71319).
ExecutiveOrder1~55gexpandson

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
discriminete against current or
prospective program beneficiaries on
the basis of religion. a religious belief.
a refusal to hold a religious belief. or a
refusal to attend or participate in 8
religious practice. The Executive Order
directs that organizations that engage in
explicitly religious activities (including
activities that involve overt religious
content such as worship, religious
instruction, or proselytization) must
perform such activities and offer such
services outside of programs that are
supported with direct federal financial
assistance (including through prime
awards or subawards). separately in
time or location from any such programs
or services supported with direct federal
financial assistance, and participation in
any such explicitly religious activities
must be voluntary for the beneficiaries
of the social service program supported
with such federal financial assistance.
For purposes of greater clarity and
comprehensibility, the Executive Order
uses the term "explicitly religious" in
lieu of "inherently religious." The
Executive Order further directs that if a
beneficiary or prospective beneficiary of
a social service program supported by
federal financial assistance objects to
the religious character of an
organization that provides services
under the program. that organization
shall. within a reasonable time after the
date of the objection. refer the
beneficiary to an alternative provider.
Executive Order 13559 provides for

the establishment of an Interagency
Working Group on Faith-Based and
Other Neighborhood Partnerships
(Working Group) to review and evaluate
existing regulations, guidance
documents. and policies, and directs the
OMB to issue guidance to agencies on
uniform implementation following
receipt of the Working Group's report.
On April 27, 2012. the Working Group
issued its report. recommending a
model set of regulations and guidance
for agencies to adopt.t
HUD intends to wait for OMB

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

1The report Is available at: http://
Ivww.whllehouIB.govlsJt.sldefau}I/fiJ"./upJoadsl
finalfaithbaGlldworkinggroupreporl·pdf·
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have the right to decline having their
data entered into the HMIS. HUD uses
bed-coverage rates and service-volume
coverage rates as a proxy for measuring
the rate of inclusion of persons who are
present for services or housing in the
HMIS. This is a measurable standard,
and HUD defines the calculation in the
HMIS rule; therefore, the measurement
will be consistent between Continuums.
Continuums must use reliable data

from other sources and presented in a
narrative form or other format
prescribed by HUD to measure two
standards: Community action and
renewing HPC status. Section 424(d)(4)
of the McKinney-Vento Act establishes
another standard for HPCs, which is
"community action." This statutory
section provides that communities that
compose the geographic area must have
actively encomaged homeless
individuals and families to participate
in housing and services available in the
geographic area and included each
homeless individual or family who
sought homeless assistance services in
the data system used by that community
for determining compliance. HUD has
defined "communities that compose the
geographic area" to mean the entire
geographic area of the Continuum. This
definition will also provide consistency
of measurement since most 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 these
activities were effective at reducing the
number of persons who became
homeless in that community, to be
renewed as a HPC.

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

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

Eligible activities. Recipients and
subrecipients in Continuums that have
been designated an HPC may use grant
funds to provide housing relocation and
stabilization services and short- and/or
medium-term rental assistance to
individuals and families at risk of
homelessness as set for in the
Emergency Solutions ~rants program.
All eligible activities discussed in this
section must be effective at stabilizing
individuals and families in their current
housing, or quickly moving such
individuals and families to other
permanent housing. This is the only
time that Continuum of Care funds may
be used to serve nonhomeless
individuals and families. Recipients and
subreclplents using grant funds on these
eligible activities must follow the
written standards established by the
Continuum of Care in §678.7(a)(9)(v),
and the recordkeeping requirements set
for the Emergency Solutions Grants
program rule.
Program Requirements (Subpart F)
All recipients of Continuum of Care

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

Matching. The HEARTHAct allows
for a new, simplified match
requirement. All eligible funding costs
except leasing must be matched with no
Iess 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 end 85
establish uniform administrative
requirements for HUDgrants. 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 II.Pflies to administration
funds, as weI as Continuum of Care
planning costs and UFA's financial
management costs. All match must be
spent on eligible activities as required
under subpart D of this interim rule,
except that recipients and subrecipients

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

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

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

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

the purpose of the project is to provide
substance abuse treatment services,
recipients and subrecipients may
require program participants to take part
in such services as a condition of
continued participation in the program.
For example, if a Continuum of Care
recipient operates a transitional housing
program with substance abuse treatment
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services; therefore, moves outside of the
geographic area where the provider can
effectively deliver and monitor service
coordination are allowed only under
exceptional circumstances. HUDhas
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 ront, to pay for any damage
to housing due to the action of the
program participant, one-time, per
program participant, per unit. This
assistance can be provided only at the
time the program participant exits the
housing unit.

Supportive services. Grant funds may
be used to pay eligible costs of
supportive services for the special needs
of program participants. All eligible
costs are eligible to the same extent for
program participants who are
unaccompanied homeless youth;
persons living with Human
Immunodeficiency Virus (lllV)1
Acquired Immune Deficiency Syndrome
(AIDS)(lllV/AIDS); 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.

Indirect costs. Indirect costs are
allowed as part of eligible program
costs. Programs using indirect cost
allocations must be consistent with
Office of Management and Budget
(OMB)Circulars A-87 and A-122, as
applicable. OMBCircular A-87 and the
regulations at 2 CFRpart 225 pertain to
"Cost Principlas 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 necessary under
§578.17(b), Applications will be posted
on the HUDWeb site (www.hud.gov)for
public comments. In addition to HUD's
review of the applications, interested
members of the public will be able to
provide comment to HUD regarding the
applications.

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

Standards. In order to qualify as an
HPC, a Continuum of Care must
demonstrate through reliable data that it
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 episodes
for individuals and families in similar
circumstances was reduced by at least
10 percent from the preceding year; (2)
that less than 5 percent of individuals
and families that leave homelessness
become homeless again any time within
the next 2 years, or the percentage of
individuals and families in similar
circumstances who became homeless
again within 2 years after leaving
homelessness was decreased by at least
20 percent from the preceding year; and
(3) for Continuums of Cere that served
homeless families with youth defined as
homeless under other federal statutes,
that 95 percent of those families did not
become homeless again within a 2-year
period following termination of
assistance and that 85 percent of those
families achieved independent living in
permanent housing for at least 2 years
following the termination of assistance,
The McKinney-Vento Act requires

that HUD set forth standards for
preventing homelessness among the
subset of those at the highest risk of
becoming homeless among those
homeless families and youth defined as
homeless under other federal statutes,
the third measure above, one of which
includes achieving independent living
in permanent housing among this
population. HUD has set forth the
standards of 95 percent and 85 percent.
HUD recognizes that these standards are
high, but standards are comparable to
the other standards in the Act, which
are high. It is HUD's position that HPCs
should be addressing the needs of those
homeless individuals within their
communities prior to receiving
designation of 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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available to UFAs related to establishing
fiscal controls will be added to a CoC's
FPRN to establish the CoCmaximum
award amount.

Leasing. Under this interim rule, grant
funds may be used to pay the costs of
leasing a structure or structures, or
portions of structures, to provide
housing or supportive services. The
interim rule further clarifies that leasing
means that the lease is between the
recipient of funds and the landlord.
HUDrecognizes 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 §576.51j
therefore, since the Continuum of Care
program authorizes both leasing and
rental assistance, the rule provides for
an allowance for projects originally
approved to carry out leasing to renew
and request funds for rental assistance,
so long as the rental assistance meets'
the requirements in §578.51. The rule
provides that a recipient of a grant
awarded under the McKinney-Vento
Act, prior to enactment of the HEARTH
Act, must apply for leasing if the lease
is between the recipient and the
landlord. notwithstanding that the grant
was awarded prior to the HEARTHAct
amendments to the McKinney-Vento
Act.
The interim rule provides that leasing

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

projects for leasing may require that
program participants pay an occupancy
charge (or in the case of a sublease, rent)
of no more than 30 percent of their
income. Income must be calculated in
accordance with HUD's regulations in
24 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
without having to become homeless
again. The recipient may also limit the
movement of the assistance to a smaller
area if this is necessary to coordinate
service delivery.
Under this interim rule, the only

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

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

family member of the perpetrator of the
violence. HUD requires that the program
participant provide appropriate
documentation of the original incident
of domestic violence, dating violence,
sexual assault, or stalldng, 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 providen 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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by filing a written appeal within 45 days
of the date of HUO's announcement of
the award. HUO will notify applicant of
its decision on the appeal within 60
days of the date of HUD's receipt of the
written appeal.
Program Components and Eligible Costs
[Subpart D}

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

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 requBst for comment. While
HUD's experience with the Supportive
Housing and Shelter Plus Care programs
is the basis for HUD's deterlilination 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 Contlnuums 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 mm, 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 of total funds made
available to pay for administrative costs
related to Continuum of Care planning.

HUD is defining "of the total funds
made available" to mean FPRN, the
higher of PPRN or renewal demand, in
the interim rule. HUD has determined
that FPRN strikes the correct balance, as
it is the higher of PPRN or renewal
demand. This will help Continuums of
Care (CoC)balance: (1) Having sufficient
planning dollars to be successful in its
duties and compete for new money
(which would be the PPRN), and (2)
being able to monitor and evaluate
actual projects in operation (and plan
for renewal demand). The
administrative funds related to COC
planning made available will be added
to a CoC's FPRN to establish the 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 Q>Cplanning 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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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, BDda
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 BDdContinuum of Care
planning costs and UFA costs, if any.
Similarly, these two grant agreements
will cover the entire geographic area
BDda 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.
HUDhas provided this optional
exception because it understands the
unique role that victim service
providers have within the Continuum of
Care.

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

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

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

Annual Performance Report. The
interim rule also provides that HUD
may terminate the renewal of any grant'
and require the recipient to repay the
renewal grant if the recipient fails to
submit a HUDAnnual 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 seetlon 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 seleetlon criteria set
forth in seetlon 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
HUDwill award funds to the
Continuum applicant(s) whose
application(s) has the highest total score
and that no projects from the lower
scoring Continuum of Care will be
funded (and that any projects submitted
with both applications will not be
funded). To appeal HUD's decision to
fund the competing Continuum of Care,
the applicant(s) from the lower-scoring
Continuum of Care must file the written
appeal in such form and manner as
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 th~
appeals and no later than 45 days after
the date of receipt of an appeal, HUD
will make a decision.
Section 422(h) of the McKinney-Vento

Act provides the authority for a solo
applicant to submit an application to
HUD and be awarded a grant by HUD
if it meets the criteria under section 427
of the McKinney-Vento Act. The interim
rule clarifies that a solo applicant must
submit its application to HUD by the
deadline established in the NOFA to be
considered for funding. The statute also
requires that HUD establish an appeal
process for organizations that attempted
to participate in the Continuum of
Care's process and believe they were
denied the right to reasonable
participation, as reviewed in the context
of the local Continuum's process. An
organization may submit a solo
application to HUD and appeal the
Continuum's decision not to include it
in the Continuum's application. IfHUD
finds that the solo applicant was not
permitted to participate in the
Continuum of Care process in a
reasonable manner, then HUDmay
award the grant to that solo applicant
and may direct the Continuum to take
ramedial 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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the NOFA, to be set aside to provide a
bonus, and the amount necessary to
fund Continuum of Care planning
activities and UFA costs from the total
funds made available for the program
each fiscal year. On this amount, HUD
will use the following process to
establish an area's PPRN. First, 2
percent of the total funds available shall
be allocated among the four insular
areas (American Samoa, Guam, the
Commonwealth of the Northern
Marianas, and the Virgin Islands) based
upon the percentage each area received
in the previous fiscal year under section
106 of the Housing and Community
Development Act of 1974. Second, 75
percent of the remaining funds made
available shall be allocated to
metropolitan cities and urban counties
that have been funded under the
Emergency Solutions Grants program
(formerly known as the Emergency
Shelter Grants program) every year since
2004. Third, the remaining funds made
available shall be allocated to
Community Development Block Grant
(CDBG)metropolitan cities and urban
counties that have not been funded
under the Emergency Solutions Grants
program every year since 2004 and all
other counties in the United States and
Puerto Rico.

Recognizing that in some federal
fiscal years, the amount available for the
formula may be less than the amount
required to renew all existing projects
eligible for renewal in that year for at
least one year, HUD has included a
method for distributing the reduction of
funds proportionally across all
Continuums of Care in § 578.17(a)(4) of
this interim rule. HUD will publish the
total dollar amount that each
Continuum will be required to deduct
from renewal projects Continuum-wide,
and Continuums will have the authority
to determine how to administer the cuts
to projects across the Continuum.

Specific request for comment. HUD
specifically requests comment on the
method established in §578.17(a)(4) to
reduce the total amount required to
renew all projects eligible for renewal in
that one year, for at least one year, for
each Continuum of Care when funding
is not sufficient to renew all projects
nationwide for at least one year.

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

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

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

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

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

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

An applicant may provide assistance
under this program only in accordance
with HUD subsidy layering
requirements in section 102 of the
Housing and Urban Development
Reform Act of 1989 (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.

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

The interim rule requires that site
control be established by each recipient
receiving funds for acquisition,
rehabilitation funding, new
construction, or operating costs, or for
providing supportive services. HUD has
determined that the time to establish
site control is 12 months for projects not
receiving new construction, acquisition,
or rehabilitation funding, as stated
under section 426(a) of the McKinney-
Vento Act, not 9 months as stated under
section 422(d) of the McKinney-Vento
Act, for projects receiving operating and
supportive service funds. HUD's
determination on the time needed to
establish aite 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

AITACHMENT ~ .. ... _
PAGE ...JQ..-.OF ':\!Q..•. PAG~



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 Contlnuums

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 Plants)
within the geographic area, and
consulting With State and local
government Emergency Solutions
Grants program recipients within the
Continuum of Care on the plan for
allocating Emergency Solutions Grants
program funds and reporting on and
evaluating the performance of
Emergency Solutions Grants program
recipients and subrecipients.

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

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

designated Corfunding. 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.

Umfied Funding Agencies. To be
designated as the Unified Funding
Agency (UFA) for the Continuum of
Care, the Continuum must select the
collaborative applicant to apply to HUD
to be designated as the UFA for the
Continuum. The interim rule establishes
the criteria HUDwill use when
determining whether to designate the
collaborative applicant as a UFA. These
standards were developed to ensure that
collaborative applicants have the
capacity to manage the grant and CBITY
out the duties in 578.11(b), and are
described below.
The duties of the UFA established in

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

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

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

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

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

Determining the Continuum's
maximum award amount. The total
amount for which a Continuum of Care
is eligible to apply and be awarded is
dotermined through a four-step process,
including the following factors: A
Continuum's PPRN amount; renewal
demand; any additional increases in
amounts for leasing. rental assistance,·
and operating costs based on Fair
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. HUD will 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



45428 Federal Register/Vol. 77, No. 147/Tuesday, July 31, 2012/Rules and Regulations

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

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

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

that the requirements it imposes
regarding centralized or coordinated
assessment systems will best help
communities use their resources
effectively and best meet the needs of all
families and individuals who need
assistance. Questions that HUD asks
commenters to specifically address are:
What barriers to accessing housing/
services might a centralized or
coordinated intake system pose to
victims of domestic violence? How can
those barriers be eliminated? What
specific measures should be
implemented to ensurt' 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 life 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
cantralized or coordinated assessment
system may create for victims of
domestic violence, dating violence,
sexual assault, or stalking who are
seeking emargency shelter services due
to immediate danger, regardless of
whether they are seeking services
through a victim service provider or
nonvictim service provider.
Another duty set forth in this part, is

the requirement to establish and
consistently follow written standards

when administering assistance under
this part. These requirements,
established in consultation with
recipients of Emergency Solutions
Grants program funds within the
geographic area, are intended to
coordinate service delivery across the
geographic area and assist Continuums
of Care and their recipients in
evaluating the eligibility of individuals
and families consistently and
administering assistance fairly and
methodically. The written standards can
be found in §578.7(a)(9) of this intarim
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(1)(2)of the McKinney-Vento Act. In
addition, the Continuum is responsible
for reviewing, revising, and approving a
privacy plan, security plan, and data
quality plan for the HMIS and ensuring
consistent participation of recipients
and subrecipients in the HMIS.

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

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

explicitly provided in section 402(1)of
the Act, HUD has included them to
facilitate and clarify the Continuum of
Care planning process. Consistent with
the goals of the HEARTH Act, HUD"
strives, through this interim rule, to
provide a comprehensive, well-
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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 earher 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 Hun for grant
funds. HUDchose this approach
because the Continuum might not be a
legal entity, and therefore cannot enter
into enforceable contractual agreements,
but is the appropriate body for
establishing and implementing
decisions 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 Acl
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. HUD requires two
characteristics for all board
compositions. These characteristics are
that the Board must be representative of
the subpopulations of homeless persons
that exist within the geographic area,
and include a homeless or formerly
homeless person. Continuums will have
2 years from the effective date of the
interim rule to establish a board that
meets the criteria established in this
section. No board member may
participate or influence discussions or
decisions concerning the award of 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. Hun did not implement them
at this stage in order to seek public
comment prior to implementing them as
requirements. HUD proposes that all
boards must have 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. Hun is requesting
comment on all of these proposed
requirements; however, Hun
specifically requests comments from
Continuums of Care and ESG recipients
on the requirement that the Board
include an ESG recipient as part of its
membership. HUD invites ESG
recipients and Continuums to share
challenges that will be encountered
when implementing this requirement.
Ensuring that ESGrecipients are
represented on the Board is important to
HUD; therefore, in communities where
ESG recipients and/or Continuums do
not feel this requirement is feasible,
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 HUD to
measure the Continuum of Care's
performance in reducing homelessness
by looking at the overall performance of
the Continuum, as opposed to
measuring performance project-by-
project as was done prior to the
enactment of the HEARTIi Act. This
Continuum of Care performance
approach results in cooperation and
coordination among providers. Second,
because Continuums of Care will have
grants of up to 3 percent of Final Pro
Rata Need (FPRN) to be used for eligible
Continuum of Care planning costs, HUD
is requiring more formal decision-
making and operating standards for the
Continuum of Care. This requirement
ensures that the Continuums have
appropriate funding to support planning
costs.
One of the duties established in this

interim rule is the requirement that the
Continuum establish and operate a
centralized or coordinated assessment
system that provides an initial,
comprehensive assessment of the needs
of individuals and families for housing
and services. As detailed in the
Emergency Solutions Grants program
interim rule published on December 5,
2011, through the administration of the
Rapid Re-Housing for Families
Demonstration program and the
Homelessness Prevention and Rapid Re-
Housing program, as well as best
practices identified in communities,
HUD has learned that centralized or
coordinated assessment systems are
important in ensuring the success of
homeless assistance and homeless
prevention programs in communities. In
particular, such assessment systems
help communities systematically assess
the needs of program participants and
effectively match each individual or
family with the most appropriate
resources available to address that
individual or family's particular needs.
Therefore, 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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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 (0)
that practices nondiscrimination in the
provision of assistance.' " In HUD's
regulatory definition of "private
nonprofit organization," HUD clarifies
that the organization's accounting
Systemmust be functioning and
operated in accordance with generally
accepted accounting principles. HUn
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. HUn'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 HUn's definition
of "project" in this interim rule, the
eligible activities described in section
423(a) of the McKinney-Vento Act have
been identified. In the regulatory text,
HUDhas clarified that it is a group of
one or more of these eligible costs that
are identified as a project in an
application to HUD for Continuum of
Care funds.

Recipient is defined to mean an
applicant that signs a grant agreement
with HUD. 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-Vanto 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 (ii) awards
the funds to project sponsors to carry
out the projects." All of the activities
specified by the statutory definition are
in the rule: (A) and (B) are contained in
the definition and (C)is covered in the
sections of the rule dealing with 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, ~'s position is that the
term remains relevant for
implementation of the Continuum of
Care program and, therefore, HUD
proposes to include the term in the
Continuum of Care program regulations.
The term "safe haven" is used for
purposes of determining whether a
person is chronically homeless. The
housing must sarve hard-to-reach
homeless persons with severe mental
illness who came from the streets and
have been unwilling or unable to
participate in supportive services. In
addition, the housing must provide
24-hour residence for eligible persons
for an unspecified period, have an
overnight capacity limited to 25 or

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

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

Tronsitionaf}JOusing is based on the
definition of "transitional housing" in
section 401 of the McKinney-Vento Act,
as follows: "The term 'transitional
housing' means housing, the purpose of
which is to facilitate the movement of
individuals and families 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 cennot be funded under
the Continuum of Care program. The
regulatory definition clarifies that, to be
transitional housing. program
participants must have signed a lease or
occupancy agreement that is for a term
of at least one month and that ends in
24 months and cannot be extended.

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

In general. The statutory authority for
the Continuum of Care program is
section 422 of the McKinney-Vento Act.
As stated under section 1002 of the
HEARTHAct, one of the main purposes
of the HEARTH Act is to codify the
Continuum of Care planning process.
Consequently, under this interim rule,
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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 ofthe phrase "where each
homeless occasion was at least 15
days." The concerns raised about this
phrase, used for the first time in a
definition of "chronically homeless,"
has caused HUD to reconsider
proceeding to apply a definition that
includes this phrase, without further
consideration and opportunity for
comment. In this rule, HUD therefore
amends the definition of "chronically
homeless" in the Consolidated Plan
regulations to strike this phrase. The
removal of this phrase returns the
definition to one with which service
providers are familiar. The following
hlghllghts 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 recaive Continuum of Care
planning funds.

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

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

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

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

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

organized to carry out the
responsibilities required under this part
and that is composed of representatives
of organizations including nonprofit
homeless providers, victim service
providers. faith-based organizations,
governments, businesses, advocates,
public housing agencies, school
districts, social service providers,
mental health agencies. hospitals.
universities, affordable housing
developers, law enforcement,
organizations that serve homeless and
formerly homeless veterans, and
homeless and formerly homeless
persons. These organizations consist of
the relevant parties in the geographic
area. Continuums are expected to
include representation to the extent that
the type of organization exists within
the geographic area that the Continuum
represents and is available to participate
in the Continuum. For example, if a
Continuum of Care did not have a
university within its geographic
boundaries, then HUD would not expect
the Continuum to have representation
from a university within the
Continuum.

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

High-performing community is
defined to mean the geographic ares
under the jurisdiction of a Continuum of
Care that has been designated as a high-
performing community by HUD. Section
424 of the McKinney-Vento Act
provides that HUD shall designate, on
an annual basis. which collaborative
applicants represent high-performing
communities. Consistent with HUD's
substitution of the term "Continuum of
Care" for "collaborative applicant." the
definition of "high-performing
community" in this interim rule
provides for designation of Continuums
of Care that represent geographic areas
designated as high-performing
communities. The standards for
becoming a high-performing community
can be found in §578.65 of this interim
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Assistance programs. Upon publication
of this rule, those FY 2012 funds will be
available for distribution, as governed
by these Continuum of Care regulations.
I. Background-HEARllI Act
On May 20, 2009, the President

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

implement the HEARTHAct with
rulemaking that focused on the
definition of "homeless." HUD
published a proposed rule, entitled
"Defining Homeless" on April 20, 2010
(75 FR 20541), which was followed by
a final rule that was published on
December 5, 2011 (76 FR 75994). The
Defining Homeless rule clarified 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
requirements for Homeless Management
Information Systems (HMIS),for proper
data collection and maintenance of the
database, and ensures the
confidentiality of the information in the
database. Today's publication of the
interim rule for the Continuum of Care
program continues HUD's
implementation of the HEARTHAct.
This rule establishes the regulatory

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

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

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

Subpart C of the McKinney-Vento
Homeless Assistance Act establishes the
Continuum of Care program. The
purpose of the program is to promote
communitywide commitment to the
goal of ending homelessness: provide
funding for efforts by nonprofit
providers, and State and local
governments to quickly rehouse
homeless individuals and families while
minimizing the 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, ip order to meet the
purpose of the HEARTH Act,
established in section 1002(b), and the
goals of "Opening Doors: Federal
Strategic Plan to Prevent and End
Homelessness," the Continuum of Care
must be involved in the coordination of
other funding streams and resources-
federal, local, or private-of targeted
homeless programs and other
mainstream resources. In many
communities, the Continuum of Care is
the coordinating body, while in other
communities it is a local Interagency
Council on Homelessness (both would
be acceptable forms of coordination
under this interim rule). As noted
earlier, HUD published on December 9,
2011, a proposed rule to establish HMIS
regulations in accordance with the
HEARTHAct. However, while the
HEARTHAct directed that regulations
be established for HMIS, HMIS is not
new to many HUD grantees. Until
regulations for HMIS are promulgated in
final, grantees should continue to follow
HUD's existing HMIS instructions and
guidance.
The following provides an overview

of the proposed rule.
General Provisions (Subpart A)

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

ATrACHMENT •••••_••••.••••.•
PAGE _ ••~ ••••. OF ••_!:L~.. PAGES



Federal Register/Vol. 77, No. 147lTuesday, July 31, 2012/Rules and Regulations 45423

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, HUDdistinguishes between
"Continuum of Care," "applicant," and
"collaborative applicant." A '
"Continuum of Care" is a geographically
based group of representatives that
carries out the planning responsibilities
of the Continuum of Care program, as
set out in this regulation. These
representatives come from organizations
that provide services to the homeless, or
represent the interests of the homeless
or formerly homeless. A Continuum of
Care then designates certain
"applicants" as the entities responsible
for carrying out the projects that the
Continuum has identified through its
planning responsibilities. A
, "Continuum of Care" also designates
one particular applicant to be a
"collaborative applicant." The
collaborative applicant is the only entity
that can apply for a grant from HUD on
behalf of the Continuum that the
collaborative applicant represents.

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

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

by statute, 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. Pragram 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 Contlnuums of Care that
best meet application requirements to be
designated a high-performing
community (HPC).An HPC may use
grant funds to provide housing
relocation and stabilization services,
and short- and/or medium-term rental
assistance to individuals and families at
risk of homelessness. This is the only
time that Continuum of Care funds may
be used to serve individuals and
families at risk of homelessness.

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

respond to and work toward the goal of
eliminating homelessness. This interim
rule provides greater clarity and
guidance about planning and
performance review to the more than
430 existing Centlnuums of Care that
span all 50 states and 6 United States
territories. As reported in HUD's Annual
Homelessness Assessment Report to
Congress, there were approximately 1.59
million homeless persons who entered
emergency shelters or transitional
housing in FY 2010. HUD serves
roughly half that many persons, nearly
800,000 annually, through its three
programs that will be consolidated into
the Continuum of Care program under
the McKinney-Vento Act as amended by
the 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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PART 200-UNIFORM ADMINISTRA.
TIVE REQUIREMENTS,COST PRIN·
CIPLES, AND -AUDIT REQUIRE·
MENTSFOR FEDERALAWARDS

Subpart A-Acronyms and
DefInitions

ACROllrYldB

Sec.
200.0 AcroD.YlIlS.
200.1 DetiD.itiona.
200.2 Acqll1&tion cost.
200.8 Advance payment.
200.. Allocation.
200.6 Audit finding.
200.6 Auditee.
200.7 Auditor.
200.1 Budget.
200.9 Central service cost allocatioll pl&n.
200.10 C&t&logof Federal Domestic A861st-

ance (CFDA) number.
200.11 CFDA pronam title.
200.12 Capital assets.
200.13 Capital ezpendituree.
200.1{ Cla1m.
200.15 Claes of Feder&J awarda.
200.16 Closeout.
200.17 Cll1llter of progr&.IJl8.
200.18 CO(fIl1zantagency for audit.
200.19 Coa'nizant agellcy for indirect costs.
200.31 Computing devioes.
200.21 Compliance 8upplem8Jlt.
200.22 Contract.
200.23 Contractor.
200.24 Cooperative agreemellt.
200.25 Cooperative audit resolutaon.
200.26 Correotive action.
200.27 Cost allocation plan,
200.211 Coet objeotive.
200.29 Cost Bba.ring or match1ng.
200.30 Crose-cutt1ng audit finding.
200.31 [Reserved]
200.92 Data Universal Numberillg Systsm

(DUN8) number.
200.88 Equi)lDlent.
200.34 Expenditures.
200.35 Federal ageIlOY.
200.86 Federal Audit Clea.rtnghoU88 (FAC).
200.37 Federal awarding agency.
200.38 Federal aWard.
200.38 Federal award date.
200.40 Federal financial &88istance.
200.41 Federal interest.
200.42 Federal Pl'O/lTBJJl.
200.43 Federal ahare.
200.44 Final coat objective.
200.45 Fixed amount awards.
200.46 Foreign public entity.
200.47 Foreign ol'lr&nization.

200.48 GBIleral purpose equipmBIlt.
200.49 Gellerally Accepted Accounting Prin-

ciples (GAAP).
200.50 Generally Accepted Governmellt Au-

diting 8taDda.rdB(GAGA8).
2OO.1i1 Grant agreement.
2OO.1i2 HOBp1tal.
2OO./iS Improper P&YlIlBIlt.
200.54 IndiaJl tribe (or "federally recognized

Indian tribe").
2OO.1i5 Institutions of H1gber Education

(IHEB).
200.56 Indirect {mcllitie8 Ix. a.dmin18trative

(F&A» coste.
2OO.li7 Indirect cost rate proposal.
200.66 Informatioll teclwology SY8tems.
200.69 IntaDg1ble property.
200.60 Intermediate cost objective.
200.81 Internal contro18.
200.112 Intemal control over compliance re-

Qu1rementll for Federal awards.
200.63 Loan.
200.84 Local government.
2OO.6Ii Ml\.jor prog-ram.
200.68 Management decision.
200.67 Micro-purchaae.
200.68 Mod1tled Total Direct Cost (MTDC).
200.89 NOll-Federal entity.
200.70 Nonprofit orga.n1zation.
200.71 Obligations.
200.72 omce of Managemellt and Budget
• (OMB).
200.73 Oversight agency for audit.
200.74 PlI88-through eatity.
200.75 Part1ciP&Ilt support costs.
200.78 Performance Iroal.
200.77 Perlod of performance.
200.78 PeJ'l!Onalproperty.
200.79 PersoJla.lly Idelltifiable Informatioll<pm.
200.80 Program income.
200.81 Property.
200.82 Protected PllJ'BOnally Identifiable In-

formation (Protected pm.
200.83 Project cost.
200.84 Qu9Btioned cost.
2OO.BIiReal property.
200.86 Recipient.
200.87 Research and Development (R&D).
200.88 Simplified acquisition threehold.
200.89 Special purpose equipment.
200.90 State.
200.91 Studellt Financial Aid (SFA).
200.92 Subaward.
200.93 Subrecipient.
200.94 Supplies.
200.95 Terminatioll.
200.96 Third-party in-kind contributions.
200.97 UJ1liquidated obligations.
200.98 Unobligated balance.
200.99 Voluntary COmmitted COlItsharing.
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PI. 200

SUbpart B-General Provisions

200.100 Purpolle.
200.101 Appl1cablllty.
200.102 Exceptions.
200.103 Authorities.
200.104 Superaeea1on.
200.105 EtfBCton other wuancell.
200.106 Agency tmplementatlon.
200.107 OMBrespDDBibilltiee.
200.108 Inquiries.
200.109 Review date.
200.110 Etfectlvefappl1c&b1l1tydate.
200.111 Engl1llh lan&'\l&lrB.
200.112 Con1l1otof interest.
200.118 Ma.ndatory di8closurell.

SUbpart c--f»re-Federal AWOId Require·
ments and Contents of Federal Awards

200.200 Purpose.
200.201 UIl8 of grant r.greementll (Including

axed &.mountawards), cooperr.tive ll&Tee-
mente, and contractll.

200.202 Requirement to provide public no-
tice of Federal flnanc1a.l 8.8Il1stancepro-
grams.

200.203 Notioea of funding opportunities.
200.204 Federal &wa.rding a.gency review of

merit of propoaa.ls.
200.206 Fedara.! &wa.rding a.gency review or

riIlk posed by appUoa.ntll.
200.206 Standard application requirements.
200.20'7 Specific CODditions.
200.208 Certiaca.t1ons and representetions.
200.208 Pre-&w&rdcosts.
200.210 Inform&tion contained in a Federa.!

award.
200.211 Public acceas to Federal aw&rd Infor-

m&tion.
200.212 Suepenaion and debarment.

Subpart D-PoIt FederalAward
Requirements

STANDARDS FOR P'JNANClAL .ANDPROGRAM
MANAGEMBNT

200.300 Statutory and n&tlonal poUcy re-
qulrementll.

200.801 Performance me&8urement.
200.302 Flnancl&! management.
200.808 Intern&i controlS.
200.304 Bonds.
200.306 P&yment.
200.306 Coat ab&ring or match1ng.
200.307 Program income.
200.808 Revieion 01 blldget and program

plans.
200.309 Period of performance.

PROPERTY STANDARllS

200.310 Insurance coverage,
200.311 Re&lproperty.
200.812 Federally-owned and exempt proJ>-

erty.
200.8]8 Equipment.

2 CFRCh. "(1-1-15 EditiOn)

200.314 Suppl1es.
200.315 Intangible property.
200.316 Property truet relationship.

PllOCtJR.BIO:NT STANDARDS

200.31'1 Procurements by states.
200.316 General procurement standa.rds.
200.319 Competition.
200.320 Methode 01 procurement to be fol-

lowed.
200.821 Contra.ctmg with em&ll and minority

businesses. women'. buineB6 enterprises.
and abor surplus &rea tIrmB.

200.322 Proclll'BJIlent of recovered mater1&la.
200.323 Contract COBtand Jlrice.
200.324 Federal a.warding agency or p&Ill!-

througb entity review.
200.825 Bonding requirementll.
200.828 Contract prov1s1ona.

PERJ'ORMANOE AND FINANCIAL MONITORING
AND REPoRTING

2OO.S2'1 F1n&nc1a.lreporting.
200.828 Monitoring and reporting program

performance.
200.829 Reporting on rea.! property.

SUBll.EOlPlKNT MONITORING AND MANAGKMBNT

200.830 Subreoipient and contractor deter-
mina.tions.

200.331 Requirements for pa.8&-througb enti-
ties.

200.332 Fixed amount eubawa.rds.

REcORD RETENTION AND ACCBSS

200.388 Retention requirementll for reoordB.
200.334 RequestB for transfer of records.
200.335 Methods for collection, transm1sslon

and stora.ge of information.
200.336 Acceu to records.
200.83'1 Restrictions on publ1c a.OC88Ato

records.

RBMBDIES FOR NONOOMPLlANCB

200.838 RemetUee for noncompl1ance.
200.839 Termin&t1on.
200.340 Notifica.tion of term1n&tion require-

ment.
200.341 Opportunities to object, bearings

and appe&ls.
200.342 Effects of suspension and termi-

nation.

CLosEOUT

200.343 Cl08eout.

P08T-CLOSEOUT ADJuSTMElITS .AND
CONTINUING REsPONSnm...rrIBS

200.844 Post-closeout adjuetrnentll and con-
tinuing responll1blUties.

COLLI!lCTION OF AMOUNTS DuE

200.845 Collection of Amountll due.
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OMI Guidance

SUbpart (-cost PrlncJplea

GENERAL PMV15JONS

200.400 Policy guide.
200.401 Appl1catJ.on.

BASIC CONSIDERATIONS

200.402 CompoSItion of costs.
200.403 Factors affecting allowa.b1JJty of

costs.
200.404 Reasonable coats.
2OO.4O/i Allocable ooste.
200.406 Appllea.ble cred1ts.
200.40'1 Prior written approval (prior ap-

proval).
200.408 Lim1tation on allowance of costs.
200.409 Spectal coJl81derations.
200.410 Collection of unallow&ble costs.
200.411 Adjustment of prevl0Ullly negotiated

Ind1reet (F&A) cost rates conta.1n1ng un-
allowa.ble costs.

DIR.IWI' AND Il>'DIRECT (F&A) CoBTB
200.412 Clll8811l.cationof coste.
200.418 Direct eosts.
200.414 Indirect (F&A) coate.
200.415 Required cert11lcatlona.

SPECIAL CONSIDERATIONS FOR STATES, LOCAL
GoVER!lJlENTS AND I;NDIAN TB.Imls

200.416 Cost allocation plans and indirect
cost propD8&lB.

200.417 Interagency service.

SPECIAL CONSIDERATIONS FOR INSTITUTIONS OF
HlGRKR EDUCATION

200.418 Coste lJlcurred by Btates and loC&!
govenunents.

200.419 Cost accounting standa.rds and dia·
closure Iltatement.

GENERAL PROV15lONB roR SELIJCTIID lTBMB OF
COST

200.420 C0Il81derations for selected ltema of
cost.

200.421 Advert1B1ngand public relations.
200.422 Advisory counolls.
200.423 Alcohol1c beverages.
200.424 AIllDIII1Iaeactivities.
200.425 Audit services.
200.426 B&ddebts.
200.427 Bonding costs.
200.428 Collections ofimproper payments.
200.429 Commencement and convocation

costs.
2OO.4llO Compensation-personal servtces.
200.431 Compensa.tlon-frin&'e benefits.
200.432 Conferences.
200.483 Contingency provil\iODB.
200.484 Contributiollll and dona.tions.
200.435 De!enae and PI'OI\scution of crim1n.&l

and o1vll proceedings, claims. appea.ls
and patent intringements.

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

pt. 200

200.438 Enterta.inment ooate.
200.489 Equipment &00other capital expend-

itures.
200.440 Exchange rates.
200.441 Fines, pena.ltles, da.ma.ges and other

lIettlements.
200.442 Fund ra.1sing and investment man-

agement costs.
200.448 Ga.1naand losses on disposition of de-

preciable assets.
200.444 General costs of government.
200.445 Goods or servicea for personal use.
200.446 Idle fac1JJtJ.esand idle capacity.
200.447 Imurance and indemn1fication.
200.448 Intellectual property.
200.4411 Interest.
200.460 Lobbying.
200.451 Loeaell on other a.wards or contr&ets.
200.452 Ma.1ntena.nceand repair COI\ts.
200.453 Materials and lIuppUes costs. includ·

ing com of computing devices.
200.454 J4embereh1pll, IIUbIIcr1ptions.and pro.

lell81ona.lactivity coats.
200.455 01'll'8D1z&tioncom.
200.456 Participant support costs.
200.467 Plant ADd aeourtty coats.
l!OO.~ Pre-award 008\6.
200.469 ProfeBB1onalservice costs.
200.460 Proposal costs.
200.481 Publ1catiOD a.Dd.printing COI\ts.
2OO.~ Rea.rra.ngement and reconversion

costs.
200.463 RecruIting costs.
l!OO.4114 Reloca.tlon OOBtsof employees.
200.465 Rental costs of rea.! property and

equipment.
200.488 Scholarships and student aid costs.
200.487 SBillng and marketing ooste.
200.468 Spec1a.l1zedlIl8l"Vicelao1JJtiee.
200.489 Student actiVity costs.
200.470 Taxes (includ1nc Value Added Tax).
200.471 Termination coets.
200.472 Tra.1ning and education coets.
l!OO.478 TranIlportation costs.
200.4'74 Tra.vel coats.
200.476 Trustees.

Subpart F-Aucit Requirements

GENKRAL

200.500 PW'POse.

AUDITS

200.501 Audit requirements.
200.602 Ba.s1s for determining Federal

awards expended.
200.503 Relation to other audit require-

mente.
200.504 Frequency of audits.
200.506 Sanctions.
200.506 Audit coets.
200.507 Program·specific audits.

AUDITlI:E8

200.608 Auditee responsib1l1ti88.
200.509 Auditor selection.
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§200.0

200.510 F1DanclaJ Bta.tementa.
200.511 Audit find1nge follow-up.
200.512 Report submtseton.

FEDlIRAL AGENOIEIl

200.513 ReBponsibilit.1ee.

AUDITOll.S

200.614 Scope of audit.
200.515 Audit reporting.
200.616 Audit flndjJlp.
200.517 Audit docwnenta.t.1on.
200.618 Major program determina.t.1on.
200.519 Criteria for Federal program riak.
200.520 Criteria ror a low-risk &Uditee.

MANAGEMENTDECISIONS

200.li2l Management decision.
APPENDIX I TO PART :lOO-FULL TExT OF No-

TICE OJ' FllNDDlG OPPORTllNlTY
APPKNDIX II TO PART 2OO-CONTRACT PROVI-

SIONS FOR NON-FEDlIRAL ENTITY CON·
TRACTS UmlJI:R FEDBRAL Aw.AB.DS

APPENDIX m TO PART :lOO-INDmBOT (F&A)
COSTS IDi:NTIFIOATION AIm A851GNMENT,
AIm RATB DI!l'1'EIlXINATION FOR INBTlTU-
TIONS OF HIGIlJI:REDUCATION (IHES)

APPKNDIX IV TO PDT 3lO-1ND1RBCT (F&A)
COSTS IDENTII"ICATION AIm ASaIGNMENT,
AIm RATIiIDBTIIIlMINATION FOR NONPROFIT
ORGANIZATIONS

APPENDIX V TO PART 200- STAT&'LOCAL oov-
ERlllOilNTWlDE CENTRAL SERVICE COST AL-
LOCATIONPLANS

APPENDIX VI TO PART 200-PUBLIc ASaIST-
ANOBCosT ALLocATION PLANs

APPENDIX VII TO PART 22O-STATES AND
LocAL GoVBRNMENT AIm INDIAN TRmB IN-
DIRECT COST PRoP0&AL8

APPKNDIX vm TO PDT 200-NONPROFIT OR-
GANIM-TIONS EXlDa"J'ED FRoN SUBPART
E--CosT PRDl<lIPLES OF PART 200

APPENDIX IX TO PART 2Olh-HOBl'JTAL ooer
PRDlClPLBS

APPBNDIX X TO PART 200-DATA OOLLBC'I'ION
FORM (FORM SF -8AC)

APPENDIX XI TO PART 2OO-COlIPLIANCi: SUP-
PLEMENT

AUTHORITY: 31U.S.C. 603
SOURCE: 78 FR 78608, Dec. 26. ~13, unlesB

otberw1Se noted.

Subpart A-Acronyms and
Definitions
ACRONYMS

§ 200.0 Acronyms.

ACRONYM TERM

CAS Cost Accounting Standards
CFDA Catalog of Federal Domestic
Assistance

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

CFR Code of Federal Regulations
CMl.A Cash Management Improve-
ment Act

COG Councils OfGoven:unents
COSO Committee of Sponsoring Orga-
niEat10ns of the Treadwa.y Commis-
sion

EPA Environmental Protection Agen
cy

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

EUI Energy Usage Index
F&A Fac1l1ties and Adm1niBtration
FAC Federal Audit Clearinghouse
FAIN Federal Award Identification
Number

FAPIIS Federal Awardee Perform-
ance a.nd Integrity Information Sys-
tem

FAR Federal Acquisition Regulation
FFATA Federal Funding Account-
a.b1l1tyand Transparency Act of 2006
or Transparency Act-Publ1c La.w
109-282,a.samended by section 6202(a)
of Public Law 110-252(31 U.S.C. 6101)

FICA Federal Insurance Contribu-
tions Act

FOIA Freedom of Information Act
FR Federal Register
FI'E Full-time equivalent
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
IBS InBtitutional Base Salary
!HE Institutions of Higher Education
me Internal Revenue Code
ISDEAA Indian Self-Determination
and Education and Assistance Act

MTC Modified Total COBt
MTDC Modified Total Direct COBt
OMB Office of Management a.ndBudg-
et

PII Personally Identifiable Informa-
tion

PMS Payment Management SyBtem
PRHP Post-retirement Health Plans
PTE Pass-througb Entity
REUI Relative Energy Usage Index
SAM SYBtemfor Award Management
BFA Student Financial Aid
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OMS Guidance

SNAP Supplemental Nutrition Assist-
ance Program

SPOC Single Point of Contact
TANF Temporary Assistance for
Needy Fam1l1es

TFM Treasury Financial Manual
U.S.C. United States Code
VAT Value Added Tax
[78 FR 78608, Dec. 36, 2013, &.6 amended at 79
FR 75880,Dec. 19, 2014]

f 20().l Definitions.
Thsse 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 additiona.l instructional in-
formation provided in governmentwtde
standard information collections.

1 200.2 AcquUition cost.

Acquisition cost means the cost of the
asset including the cost to rea.dy the
asset for its intended use. Acquisition
cost for equipment, for example, means
the net invoice price or the equipment,
including the cost of any modifica-
tions, attachments, accessories, or aux-
iliary apparatus necessary to make it
usable for the PIll'P08e for which It is
acquired. AcquiSition oosts for soft-
ware includes those development costs
capitalized in accordance with gen-
erally accepted accounting principles
(GAAP). Anc1llary charges, such as
taxes, duty, proteotlve in transit insur-
ance, :!relght, and installation may be
included in or excluded :!romthe acqui-
sition cost in accordance with the non-
Federal entity's regular accounting
practioee.

1200.3 Advance payment.
Advance payment means a payment

that a Federal awarding a.gency 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.
Allocotion 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 assigning a
cost(s) directly to a final cost objective
or through one or more intermediate
cost objectives.

§200.6 Audit fiDdiDg.
Audtt firu1ing means deficiencies

which the auditor is required by
§200.516 Audit f1ndings, paragraph (a)
to report in the schedule of findings
and questioned costs.

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

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

UOO.7 Auditor.
AuditOT means an auditor who is a

pub11c accountant or a Federal, state,
local government. or Indian tribe audit
organization, which meets the general
standards specified for external audi-
tors in generally accepted government
auditing standa.rds (GAGAS). The term
auditor does not include internal audi-
tors of nonprofit organizations.

['19FR 75880. Dec. 19. 2014]

§ZOO.8Buqet.
Budget means the financial plan for

the projeot or program that the Fed-
eral awarding agency or pass-through
entity approves during the Federal
award process or in subeequent 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 eervice cOBt allocation
plan.

Central service cost allocation plan
means the documentatdon identifying,
accumulating, and a.lloca.ting 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 ma.y be allocated or billed to
users.
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1200.10 Catalolr of Federal Domestic
AlI.illtanee(CFDA)Dumber.

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

1200.11 CFDAprogram title.
CFDA 'J)TOgTam title means the title of

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

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

tangible a.ssets used in operations hav-
Ing a useful life of more than one year
which are capitalized in a.ocordance
with GAAP.Oapltal a.ssets include:
(a) Land. buildings (facilities). 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-

fications, replacements. rearrange-
ments. reinstallations, renovations or
alterations to capital assets that mate-
rially increase their value or useful life
(not ordinary repairs and mainte-
nance).

§200.13 Capi~a1expeDditurea.
Capital e~iture& means expendi-

tures to aoqutre capital a.ssets or ex-
penditures to make additions, improve-
ments. modifications, replacements,
rearrangements. reinstallations, ren-
ovations, or a.lteratlons to capital as-
sets that materially tncrease their
value or usefu1life.

§ 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 Interpreta.tion

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 CFt Ch. II (1-1-15 Edition)

1200.16 Clan of Federal awarcU.
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 ClOlMlOut.
Closeout means the process by which

the Federal awarding agency or pass-
through entity determines that all ap-
plicable administrative actions and all
required work of the Federal award
have been completed and takes actions
as described In §2OO.343 Closeout.

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

of closely related programs that share
common compliance requirements. The
types of clusters of programs are re-
search and development (R&D),student
financial aid (SFA), and other clusters.
"Other clusters" are as defined by OMB
In the compliance supplement or as
designated by a state for Federal
awarde the state provides to lte sub-
reciptenta 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 appl1cable to
the cluster. consistent with t 200.331
Requirements for pass-through enti-
ties, paragraph (a). A cluster of pro-
grams must be considered as one pro-
gram for determ1n1ngmajor programll,
lIB described in §200.518Major program
determination. and, with the exception
of R&D as described in 1200.501 Audit
requirements. paragraph (c), whether a
program-specific audit may be elected.

1200.18 Cognizant agency for audit.
Cogntzant agency for audit means the

Federal agency designated to carry out
the responBibilities described in
§200,513 Responslb1l1t1es,paragraph (a).
The cogntzant, agency for audit is not
necessarily the same as the cognizant
agency for Indirect costs. A list of cog-
nizant agencies for audit ma.y be round
at the FACWebsite.
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§JOe)'}9 Cognizant agency for indirect
com.

Cognizant agency fOT ind1Tect COSI.3

means the Federal agency responsible
for reviewing, negotiating, and approv-
ing cost allocation plans or indirect
cost proposals developed under this
ps.rt on behalf of all Federal agencies.
The cognizant agency for indirect oost
is not necessarily the same as the cog-
nizant agency for audit. For assign-
ments of cognizant agencies see the
follow1Ilg:
(a) For IREs: Appendix m to Part

200-Ind1rect (F&A) Costs Identifica-
tion and Assignment, and Rate Deter-
mination for Institutions of Higher
Education (IHEs), paragraph C.ll.
(b) For nonprofit orga.n1zations: Ap-

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

Appendix V to Part 200-State/Local
Governmentwide Central Service Cost
Allocation Plans, paragraph F.l.
(d) For Indian tribes: Appendix VII to

Part ~tates and Local Govern-
ment and Ind1a.n Tr1be Indirect Cost
Proposal, paragraph D.l.
['18FR 78608,Dec. 26, 2013, as amended at 79
FR 75880.Dec. 19, 2014]

I JOO.JOCompu~ devices.
Computing devices means macbines

used to acquire, store, analyze, process,
and publish data and other informat1on
electronically, including accessories
(or "peripherals") for printing, trans-
mitting and receiving, or storing elec-
tronic information. See alBO §§200.94
Supplies and 200.68Information tech-
nology systems.

§210.21 Compliance supplement.
Compliance supplement means Appen-

dix XI to Part 2OO-Compl1anceSupple-
ment (previously known "as the Cir-
cular A-13SCompliance Supplement).

§200.22 Contraet.
Contract means a legal instrument by

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

5200.25

strument, even if 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 Contrador.
Contractor means an entity that reo

ceives a contract as defined in §200.22
Contract.

§200.24 Cooperative agreement.
Cooperative agreement means a legal

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

ship the principal purpose of which is
to transfer a.nyth1ng 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(8»; and not to ac-
quire property or services for the Fed-
eral Government or pass-through enti-
ty's direct benefit or use;
(b) Is distinguished from a grant in

that it provides for substantial involve-
ment between the Federal aWlLJ'ding
agency or pa.ss-through entity and the
non-Federal entity in carrying out the
activity oontemplated by the Federal
a.ward.
(c) The term does not include:
(1) A cooperative research and devel-

opment agreement as defined in 15
U.S.C. S71O&.;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.

t 200.J5 Cooperative a1Uii1resolution.
Cooperative audit resolution means the

use of aud1t follow-up techniques which
promote prompt corrective action by
improving communication, fostering
collaboration, promoting trust, and de-
veloping an understanding between the
Federal agency and the non-Federal en-
tity_ This approach is based upon:
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(&) A strong commitment by Federal
agency and non-Federal entity leader-
ship to program integrity;
(b) Federal agencies strengthening

partneJ'llhipe and working ooopera.-
tively with non-Federal entities and
their auditors; and non-Federal enti-
ties and their a.uditors working coop-
eratively with Federal agencies;
(c) A rooue on current conditions and

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

priate relief for past nonccmpltance
when audits show prompt corrective
a.ction has occurred; and
(e) Federal agency leadership sending

a clear message that continued failure
to correct conditions identified by au-
dits which are likely to cause improper
payments, fraud, waste, or abuse is un-
acceptable and w1llresult in sanctions.

A200.26 Conoeetive action.
Corrective action means action taken

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

ments; or
(c) Demonstrates that audit findings

are either invalid or do not warrant
audltee action.

§ 200.27 Colt allocation plan.
Cost allocation plan means central

service cost allocation plan or public
assistance cost allocation plan.

A200.28 Coat objedive.
Cost objective means a program, func-

tion, activity, awa.rd, organizational
subdivision, contract, or work unit for
which cost data are desired and for
which provtston is made to accumulate
and measure the cost or processes,
products, jobs, capital projects, 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 (Facilities & Administra.-
tive (F&A» cost activity, as described
In Subpart E-Cost Principles of this
Part. See also H200.44 Final cost objec-
tive and 200.60 Intermediate cost objec-
tive.

§200.~9 Colt sharing or matching.
Cost sharing or matching means the

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

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

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

§200.30 ero-euttiDg audit finding.
Crou-cutting amm finding means an

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

1200.81 Disallowed costs.
Disallowed costs means those charges

to a Federal award that the Federal
awarding agency or pass-through entd-
ty determines to be unallowable. 111 ac-
cordance with the a.pplicable Federal
statutes, regulations, or the terms and
conditions of the Federal award.

1200.82 [Reserved]

§200.33 Equipment.
Equipment means tangible pereonal

property (lnclull.1ng information tech-
nology systems) having a. usef'ul life of
more than one year and a per-unit ac-
quisition cost which equals or exceeds
the lesser of the capitalization level es-
tablished by the non-Federal entity for
financial statement purposes, or $5,000.
See also H200.12 Capital aasets, 200.20
Computing devices, 200.48 General pur-
pose equipment, 200.58 Information
technology systems, 200.89Specia.l pur-
pose equipment. and 200.94 Supplies.

§200.84 EEpIlIlditurell.
Expenditures means charges made by

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

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

basis. expendituree are the sum of:
(1) Cash disbursements for direct

charges tor property and services;
(2) Tbe amount of indirect expense

charged;
(3) Tbe value of third-party In-kind

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

ments and payments made to sub-
recipients.
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(e) For reports prepared on an ae-
crual basis. expenditureS are the sum
of:
(1) Cash disbursements for direct

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

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

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

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

ceived;
(11) Services performed by employees.

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

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

§200.36 Federal agency.
Federal agency means an "a.gency" as

def1ned at 5 U.S.C. 551(1)and further
cla.rif1edby 5 U.S.C. 552(f).

§200.36 Federal Audit C1earin~hoU8e
(FAC).

FAC means the clearinghouse des-
ignated by OMB as the repository of
record where non-Federal entities are
required to transmit the reporting
packages required by Subpart F-Audit
Requirements of this part. The ma.iling
addrese of the FAC is Federal Audit
Clearinghouse. Bureau of the Census.
1201E. 10th Street. Jeffersonville. IN
47132and the web addreSS ts: http://har-
ve!ter.cemu.s.govlsacl. AIJ.y future up-
dates to the location of the FAC may
be found at the OMBWebsite.

1200.37 Federal awarding agency.
Federal awardi119 agency means the

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

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

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

a.ncethat a Don-Federal entity receives
directly from a Federal awarding agen-
cy or indirectly from a pass-through
entity. as described in §200.101Applica-
bility; or

5200.40

(2) The cost-reimbursement contract
under the Federal Acquisition Regula-
tions that a non-Federal entity re-
ceives directly from a Federal award-
ing agency or indirectly from a pass-
through entity. as described in §200.101
Applicability.
(b) The instrument setting forth the

terms and conditions. The instrument
is the grant agreement. cooperative
agreement. other agreement for assist-
ance covered in paragraph (b) of 1200.40
Federal financial assistance, or the
cost-reimbursement contract a.warded
under the Federal Acquisition Regula-
tions.

(e) Federal award does not include
other contracts that a. Federal agency
uses to buy goods or services from a
contractor or a contract to operate
Federal Government owned. contractor
operated facilities (OOC08).
(d) See also definitions of Federal fi-

nanctal assistance, grant agreement.
and cooperative agreement.

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

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

1100.40 Federal financial BNiBtaDee.
(a) For grants and cooperative agree-

ments. Federal financial assistance
means assistance that non-Federal en-
tities receive or administer in the form
of:
(1)Grants;
(2)Cooperative a~eements:
(3) Non-cash contributions or dona-

tions of property (including donated
surplus property):
(4)Direct appropriations;
(5)Food commodities; and.
(6) Other financial a.ssistance (except

assistance listed in paragraph (b) of
this section).
(b) For Subpart F-Audlt Require-

ments of this part. Federal financial as-
sistance also includes assistance that
non-Federal entities receive or admin-
ister in the form of:
(1)Loans;
(2)Loan Guarantees;
(3) Interest subsidies; and
(4) Insurance.
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§200.41

(c) Federal financial assistance does
not include amounts received Allrelm-
barsement for serv1ces rendered to in-
dividuals 8.8 descr1bed in 1300.502 BaBis
for determining Federal awards ex-
pended, paragraph (h) and (i) of this
part.

I 200.41 Federal interest.
Federal interest means, for PUrpOS86of

§200.829 Reporting on rea.l property or
when used in connection with the ac-
quisition or improvement of real prop-
erty. equipment, or supplies under a.
Federal a.ward, the dollar amount that
is the product of the:
(a) Federal share of total project

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

property, improvements, or both, to
the extent the costs of a.cQu1rlngor im-
proving the property were included as
project coets.

I 200.42 Federal prograua.
Federal prOgTaTnmeans:
(a) All Federal awards which are as-

signed a.single number in the CFDA.
(b) When no CFDA number 1s as-

Signed, all Federal awards to non-Fed-
era.l entities from the same agency
ma.de for the same purpose must be
combined and considered one progra.m.
(c) Notwithstanding paragraphs (a)

and (b) of this denn1tion, a. cluster of
programs. The types of clusters of pro-
grams are:

(1) Research and development (R&D);
(2) Student nnancia.1 aid (BFA);and
(8) "Other clusters," as described in

the definition of Cluster of Programs.
[78 FR 78808,Dec. 26, 2018. as amended at 711
FR 75880.Dec. 19. 2014]

§ 200.48 Federal share.
Federal 8hare means the portion of

the total project costs tha.t are pa.idby
Federal funds.

1200." Final cost objective.
Final con objective means a cost ob-

jective which has a.lloca.ted to it both
direct and indirect costs and, in the
non-Federal entity's accumula.tion sys-
tem, is one of the final accumulation
pointe, such 8.8 a particular award, in-
terna.l project, or other direct activity
of a. non-Federal entity. See also

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

11200.28 COBtobjective and 200.60 Inter-
mediate cost objective.

§200.45 FD:ed lIDlount awards.
Fixed amount awards mea.ns a type of

grant agreement under which the Fed-
eral awarding agency or pass-through
entity provides a llPec1ficlevel of sup-
port without regard to a.ctual costs in-
curred under the Federal awa.rd. This
type of Federa.1award reduces some of
the administrative burden and record-
keeping requirements for both the non-
Federal entity and Federal awarding
agency or pass-through entity. Ac-
countab1lity 1s based primarily on per-
formance and results. See §§200.201 Use
of grant agreements (including fixed
amount awa.rde), coopera.t1ve agree-
ments, and contracts, paragraph (b)
and 200.882 Fixed 1l.II10untsubawards.

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

governmental entity;
(b) A pubUc international organiza-

tion, which Is an organization entitled
to enjoy privileges, exemptions, and
immunities as an international organi-
zation under the International Organi-
zations ImmUnities Act (22 U.S.C. 288-
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.

1200.47 Foreip organization.
Foreign organization means an entity

that is:
(a) A public or private organization

located in a country other than the
United Btates and its territories that is
subject to the laws or the country in
which it is loca.ted, irrespective of the
citizenship of project staff or pla.ce of
performance;
(b) A private nongovernmental orga-

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

in a country other than the United
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States that is nonprofit and tax ex-
empt under the laws of its country of
domic1le and operation. and is not a
university. college. s.ccredited degree-
granting institution of education. pIi-
vate foundation. hospital, organization
engaged exclusively in research or sci-
entific activities, church, synagogue.
mosque or other similar entities orga-
n1zed prtmarlly for religious purposes;
or
(d) An organization located in a

country other than the United States
not recognized as It Foreign Public En-
tity.
["Ill FR 78608. Dec. 26. 2018, loS amended at 79
FR 75880,Dec. 19, 2014]

1200.48 General purpose equipment.
General purpose equipment means

equipment which Is not limited to re-
search, medical, scientific or other
technical activities. Examples include
office equipment and furnishlDgs, mod-
ular offices, telephone networks, tnror-
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.

15100.49 Generally _~pted Aceount-
ing Princlplee (GAAP).

GAM hal! the meaning specified in
s.coounting standards issued by the
Government Accounting Standards
Board (GASB) and the Financial Ac-
counting Standards Board (FASB).

§200.50 Generally Accepted Govern·
ment Auditint Standards (GAGAS).

GAGAS. also known as the Yellow
Book. means generally acoepted gov-
ernment auditing standa.rds 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]

t 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:

§2oo.54

(a) Is used to enter into a relation-
ship the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to carry out a public purpose au-
thoIized by a law of the United StateB
(see 81 U.B.C. 6101(3»; and not to ac-
quire property or services for tbe Fed-
eral awarding agency or pass-through
entitY'1!direct benefit or use;
(b) Is distinguished from a coopera-

tive agreement in that it does not pro-
vide for substantta! involvement be-
tween the Federal awarding agency or
pase-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 eubeidy;
(3)A loan;
(4)A loan guarantee; or
(5) Insurance.

§200.62 H08JIital.
Hospital means a facility licensed as

a hospital under the law of any state or
a.fac111tyoperated as a hospital by the
Unlted States, a state, or a subdivision
of a state.

1200.&3 Improper payment.
(a) Improper paJiment means any pay-

ment tbat should not have been made
or that was made in an incorrect
amount (including overpayments and
underpayments) under statutory, con-
tractual, administrative, or other le-
gally applicable requirements; and
(b) Improper payment includes any

payment to an inellgible party, any
payment for an ineligible good or serv-
lee, 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 a.ppl1ea-
ble discounts, and any payment where
insu1ficient or lack of documentation
prevents a reviewer from discerning
whether a payment was proper.

§200M Indian tribe (or "federally ree-
opized Indian tribe").

Indian tribe means any Indian tribe,
band, natdon, or other organized group
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§200.55

or community, including any Alaska
Native village or regional or villa.ge
corporation as defined in or established
pursuant to the Alaska Native Claims
Settlement Act (48U.S.O. Chapter 88),
which Is recognized as elipble for the
special programs. and services provided
by the United States to Indians be-
cause of their status as Indians (25
U.S.O. 450b(e». See alUlually published
Bureau of Indian Affairs list of Indian
Entities Recognized and Eligible to Re-
ceive Services.

§200.55 ImtitutiOJUI of Bigh_ Edu·
eatioD (IDEs).

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

§200.56 Indirect (facilities .I: admiDiB·
ntive (F&A» com.

Indirec: (F&A) costsmeans those costs
incurred for a common or joint purpose
benefitting more than one cost objec-
tive, and not readily assignable to the
cost objectives specif1cally benefitted,
without effort disproportionate to the
results achieved. To facU1tate 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 produce an equitable result in con-
sideration of relative benefits derIved.
[78 FR 78608.Dec.26.2013.as amended at 79
FR 76880,Dec.19, 2014)

§ 200.07 Indirect co.t rate propo ••••
Indirect cost rate proposal means the

documentation prepared by a non-Fed-
eral entity to substantiate its request
for the estabUshment of an indIrect
cost rate as described in Appendix ill
to Part ~Ind1rect (F&A) Costs Iden-
tification and AssIgnment, and Rate
Determination for Institutions of High-
er Education (IREs) through Appendix
vn to Part 200-States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals of this part, and Appendix IX
to Part 200-Hospital Cost Principles.
[78 FR 78608, Dec. 26,2013. a. amended at 79
FR 76880.Dec.19.2014)

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

§200.58 Information technology BYli'
tam..

Information technology systems means
computing devices, ancillary equip-
ment, software, firmware, and similar
procedures, services (including support
eervices), and related resources. See
also 1§200.2OOomputing devices and
200.33Equipment.

§ZOOJl9 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 agreementll, stock and
other instruments of property owner-
ship (whether the property is tangible
or intangible).

§200.60 Intermediate cori objective.
Intermediate COlt objective means a

cost objective that is used to accumu-
late indirect costs or service center
costs that are subsequently allocated
to one or more indirect cost pools or
final cost objectives. See also 1200.28
Cost objective and §200.44Final cost
objective.

1200.61 Internal controls.
Internal ctmtrols 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;
(a) Effectiveness and efficiency of op-

erations;
(b) Reliability of reporting for Inter-

nal and external use; and
(c) Oompliance with applicable laws

and regulations.

1100.62 Internal CODtroJover compli·
ance requirement. tor Federal
awarda.

Internal control over compliance re-
quirements for Federal awards means a
process implemented by a non-Federal
entity designed to provide reasonable
assurance regarding the aohievement
of the following objectives for Federal
awards:
(a) Transactions are properly re-

corded and accounted for, in order to:
(1) Permit the preparation of reUa.ble

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
terms and oonditions of the Federal
award;
(b) Transactions are executed in com-

pliance with:
(1) Federal statutes, regulations, and

the terms and conditions of the Federal
award that could have a direct and ma-
terial effect on a Federal program; and
(2) Any other Federal statutes and

regulations that are identifled In the
Compliance Supplement; and
(c) Funds, property, and other aseets

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

§200.61 Loan.
Loan means a Federal loan or loan

guarantee received or administered by
a non-Federal entity, except as nsed in
the definition of 1200.80 Program in-
come.

(a) The term "direot loan" means a
disbursement of funds by the Federa.l
Government to a non-Federal borrower
under a contraot that requires the re-
payment of such funds with or without
interest. The term includes the pur-
cha.se of, or participation in, a loan
made by another lender and financing
arrangements that defer payment for
more than 90 days, including the sale of
a Federal Government asset on credit
terms. The term does not include the
aCQu18ition of a federally guaranteed
loan in sat18faction of default claims or
the price support loans of the Com-
modity Credit Corporation.
(b) The term "direct loan obligation"

means a binding agreement by a Fed-
eral awarding agency to make a. direct
loan when specified conditions a.re ful-
filled by the borrower.
(c) The term "loan guarantee" means

a.nyFederal Government guarantee, in-
surance. or other pledge with respect
to the payment of a.11or a part of the
prinoipal or interest on any debt obli-
gation of a non-Federal borrower to a
non-Federal lender, but does not in-
clude the insurance of depoarts, shares,
or other withdrawable accounts in fi-
nancial institutions.
(d) The term "loan guarantee com-

mitment" means a binding agreement
by a Federal awarding agency to ma.ke

§200.67

a loan guarantee when specified condi-
tions a.re fulfilled by the borrower. the
lender, or any other party to the guar-
antee agreement.

i 200.64 Locallfovernment.
Local government means a.ny unit of

government within a state, including a:
(a) County;
(b) Borough;
(c) Mun1clpal1ty;
(d) City;
(e) Town;
(f) Township;
(g) Pariah;
(h) Local public authority, including

any publ1c hOusing agency under the
United States Housing Act of 1937;
(i) Special district;
(j) School district;
(k) Intrastate district;
(l) Council of governments, whether

or not incorporated as a.nonprofit cor-
poration under state law; and
em) Any other agency or instrumen-

tality of a multd-, regional, or intra-
state or local government.

1200.85 ~or program..
Major program means a Federal pro-

gram determined by the auditor to be a
major program in accordance with
§ 200.518 Major program detennination
or a program identified as a major pro-
gram by a Federal awardiDg agency or
pase-through entity in accordance with
§200.503 Rela.tion to other audit re-
quirements, paragraph (e),

§200.86 Management deeision.
Management dectsion means the eval-

uation by the Federal awa.rd1ngagency
or pass.-through entity of the audit
findings and oorreetdve action plan and
the issuance of a 1IVI1.ttendecision to
the auditee as to what corrective ac-
tion is necessary.

t 200.67 Micro-purchase.
Miero-purchase means a purchase of

supplies or services using simplified ac-
quisition procedures, the aggregate
amount of whioh does not exceed the
micro-purchase threshold. Micro-pur-
chase procedures comprise a subset of a
non-Federal entity'S small purchase
procedures. The non-Federal entity
uses such prooedures in order to expe-
dite the completion of its lowest-dolla.r
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§200.68

small purchase transactions and mini-
mize the associated a.dlDinistrative
burden and oost. The micro-purchase
threshold is set by the Federa1 Acquisi-
tion Regulation 8.t 48 eFR Subpart 2.1
(Definitions). It is $3.000 except as oth-
erwise discussed in Subpart 2.1 of that
regui8.tion. but this threshold is peri-
odioally adjusted for infla.tion.

§200.68 Modified Total Direct Cost
(MTDC).

MTDC means all direct salaries and
wages. appl1cable fringe benefits. mate-
rials and suppl1es. services. travel. and
up to the first $25.000 01 each subaward
(regardless of the period of perform-
ance of the subawards under the
award). MTDC excludes equipment.
capital expenditures. charges for pa-
tient care. rental costs. tuition remis-
sion, 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 neceseary to avoid a serious in-
equity in the distribution of Indirect
costs, and with the approval of the cog-
nizant agency for indirect costs.
[79 FR 76880, Dec.19,2014]

§200.69 NOD·Federal entity.
Non-Federal entitJI means 8. state,

local government. Indian tribe, institu-
tion of higher education (DiE), or non-
profit organization that carr1es out 8.
Federal award as a recipient or sub-
recipisnt.

6200.70 NODprofit orgaDizatioD.
Nonprofit organization means any cor-

poration, trust, aBSOciatioD,coopera-
tive, or other organization, not includ-
ing illEs, th8.t;
(a) Is operated primarily for sci-

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

profit; and
(c) Uses net proceeds to maintain,

improve, or expand the operations or
the organiza.tion.

1200.71 Obligations,
When used in connection with a non-

Federal entity's utilization of funds
under 8. Federal award, obligations

2 CFR Ch. \I (1-1-15 Edition)

means orders placed for property and
services, contracts and subawards
m&de, and similar· transactions during
a given period that require payment by
the non-Federa1 entity during the same
or a future period.

1200.72 Office of MaD&gemeD~and
Budget (OMB).

OMB means the Executive Offloe of
the President, Oroce of Management
and Budget.

1200.73 Oversight agency for audit.
Oversight age7lCl/ for audit means the

Federa.l a.warding agency that provides
the predominant amount of funding di-
rectly to a non-Fedsra.l entity not as-
signed a oognisant agency for audit.
When there 1s no direct funding, the
Federal a.warding agenoy 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 rea.ssignments are described in
§200.513 ResponBibilities. paragraph (b).

0200.74 P•••. tbrough eDtity.
Pa.ss-thTough entitJI means a non-Fed-

eral entity that provides a suba.ward to
a Bubreolplent to carry out part of a
Federal program.

t 200.75 Participant .upport costa.
PaTticipant support com means direct

coste for items such as stipends or sub-
sistence allowanoes, tra.vel allowances,
and registration fees pajd to or on be-
half of participants or trainees (but not
employees) in connection with con-
ferenoes. or training projects.

tZOO.76 Performance goal
Per/omwnce goal means 8.target level

of performanoe exprellll6das a ta.Dg1ble,
measurable objective. against which
actual achievement caD be compared,
inoluding a goal expressed a.s a quan-
titative standard, value, or rate. In
some instances (e.g.• discretionary re-
search awardll), this may be limited to
the requirement to submit technical
performance reports (to be evaluated in
accordance with agency policy).

§200.77 Period of performance.
Period of performance means the time

during which the non"Federal entity
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may incur new obl1gations to carry out
the work authorized under the Federal
awa.rd. The Federal awa.rd1ngagency or
p&88-through entity must include start
a.nd end datell of the period of perform-
a.nce in the Federal award (see 11200.210
Information contained in a Federal
award paragraph (a)(5) a.nd 200.331 Re-
quirements for pass-through entities.
paragraph (a)(I)(lv».

1100.78 Pencma1 property.
Personal property means property

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

t 200.79 Per80DaDy Identifiable Infor-
mation (pm.

PlI means information that can be
used to distinguish or trace an individ-
ua.l's identity, either alone or when
combined with other personal or iden-
tifying information that is linked or
linkable to a speciflc indivldual. Some
information that is considered to be
PII is available in public sources such
a.s telephone books, public Web sites.
and university listings. This type of in-
formatIon Is considered to be Public
Pll and includes, for example, first and
last name, address, work telephone
number, email address, home telephone
number, a.nd general educational cre-
dentials. The deflnition of Pll is not
a.nchored to a.ny single category of In-
formation or technology. Ra.ther, it re-
quires a case-by-oase 8.ssessment of the
specifiC risk that a.n individual can be
1dent1fled. Non-Pll can become Pll
whenever addition&1 information is
made publicly ava.llable. in a.ny me-
dium and from a.ny source. that, when
combined with other available infor-
mation, could be used to identify an in-
dividual.

§200.80 Program income.
Program income mea.ns gross income

earned by the non-Federal entity that
is directly generated by a supported ac-
tivity or earned a.s a. result of the Fed-
eral awa.rd during the period of per-
forma.nce except as provided in §200.30'7
paragra.ph (f). (See 1200.77 Period of
performa.nce.) Program income in-
cludes but is not limited to income
from fees for services performed, the
use or rental or real or personal prop-

§200.84

erty acquired under Federal awards,
the sale of commodities or items fab-
ricated under a Federal award, license
fees a.nd royalties on patents a.nd copy-
rights, a.nd prlncipa.l and interest on
loans made with Feder&1 award funds.
Interest earned on adva.nces of Federal
funds is not program income. Except a8
otherwise provlded in Federal statutes,
regulations, or the terms a.nd condi-
tions of the Federa.l award, program in-
come does not include rebates, credits.
discounts, and interest earned on a.ny
of them. See &1so1200.407 Prior written
approval (prior approval). See also 35
U.S.C. 2O~212 "Disposition of Rights in
Educational Awa.rds" applies to inven-
tions made under Federal awards.
['78 FR 78608, Dec. 116,2013, as lJllended at 79
FR 75880, Dec. 19, 2014]

§200.81 Property.
Property means real property or per-

sonal property.

§200.82 Protected Penona1ly IdeDtifi·
able IDformatioD (Protected PID.

Protected PII means an individual's
first name or first inittal and la.st name
1Dcombination with anyone or more
of types of information, including, but
not limited to, social security number,
passport number, credit card numbers,
clea.ra.noes, ba.nk numbers. biometrics.
date a.nd place of birth, mother's maid-
en name, criminal, medical and finan-
cial records, educational transcripts.
This does not include PII that Is re-
quired by law to be disclosed, (See also
§2OO.79 Personally Ident1f1able Informa-
tion (pm).

§200.83 Project cost.
Ptoiect cost means total allowable

costs incurred under a Federal award
and all required cost sha.rlng and vol-
untarY committed cost sha.rlng, includ-
ing third-party contributions.

1200.84 QuestioDed COlli.

Questioned cost means a cost that is
questioned by the auditor because of an
audit finding:
(8) Which resulted from a violation

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

(c) Where the costs incurred appear
unreasona.ble and do not rel1ect the ac-
tions a prudent person would take in
the circumstances.

1200.85 Heal property.
Real property means land, including

land Improvements, structures a.nd ap-
purtenances thereto, but excludes
moveable machinery and equipment.

§200.88 Recipient.
Recipient mea.ns a non-Federal entity

tha.t receives a. Federa.l a.ward directly
from a Federal awarding agency to
carry out an activity under a Federal
program. The term recipient does not
include subrecipients. See also §200.69
Non-Federal entity.

§200.87 Reaearch and Development
(R&D).

R&D means all research activities,
both basl0 and applied, and all develop-
ment activities that are performed by
non-Federal entities. The term re-
search alao includes activities involv-
ing the tra.ining of individuals in re-
search techniques where such activities
ut1l1ze the same facilities as other re-
search and development activities and
where such activities are not included
in the instruction function.

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

§ 200.88 Simplified acquisition threBh·
old.

Simplified acquisition threshold means
the dollar amount below which a non-
Federa.l entity ma.y purchase property
or services using small purchase meth-
ods. Non-Federal entities adopt small
purchase procedures in order to expe-
dite the purchase of items costing less
than the simplified acquisition thresh-
old. The simplified acquisition thresh-
old Is set by the Federa.l Acquisition

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

Regulation at 48CFR Subpart 2.1 (Defi-
nitions) and in a.ocordance with 41
U.S.C. 1908. As or .the publ1ca.tlon of
this part, the simplified acquisition
threshold is $150,000,but this threshold
is periodically adjusted for in11a.tion.
(AlBa see definition of 1200.67 Micro-
purchase. )

1200.89 Special purpoae equipment.
Special purpo8e equipment means

equipment which Is used only for re-
search, medical, scientifiC, or other
technical activities. Examples of Bpe-
cial PI2J'])0S6 equipment include micro-
scopes, x-ray machines, eurg1c&l1nstru-
ments, and spectrometers. See aiso
14200.33Equipment and 200.48 General
purpose equipment.

1200.90 State.
State means any state of the United

Sta.tes, the District of Columbia, the
Commonwealth of Puerto Rico, U.S.
Virgin Islands, Gua.rn, American
Samoa, the Commonwealth of the
Northern Mariana. Islands. and any
agency or instrumentality thereof ex-
clusive of local governments.
['/8FR 78608.Dec.26.2013,as amendedat 79
FR75880,Dec.19,2014J

1200.91 Student FbumclalAid (SFA).
SFA means Federal awardB under

those programs of general student as-
sistance, such as those authorized by
Title IV of the Higher Education Act of
1965, as amended. (20 U.S.C. 10'r0-1D99d),
which are administered by the U.S. De-
partment of Education. and similar
programs provided by other Federal
agencies. It does not include Federal
awards under programs that provide
fellowships or similar Federal awards
to students on a competitive buis, or
for specified studies or research.

1200.92 Bubaward.
SUbawara means an award provided

by a. pass-through entity to a sub-
recipient for the subrecipient to carry
out part of a Federa.l award received by
the pa.B8-throughentity. It does not In-
clude payments to a contractor or pay-
ments to an individual tha.t is a bene-
nciary of a. Federal program. A
subaward may be provided through any
form of legal agreement. including an
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agreement that the pa.ss-through enti-
ty considers a contract.

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

tity tha.t receives a subawa.rd from a
pa88-through entity to carry out part
of AFederal program; but does not in-
clude an individual that Is a bene-
ficiary of such program. A subrecipient
may also be a recipient of other Fed-
eral awards directly from a Federal
awa.rdlng agency.

1200.94 Supplies.
SUppUe& means all tangible personal

property other than those deecribed in
§200.33Equipment. A computing device
18 A supply if the acquisition cost is
less than the lesser of the capitaliza-
tion level eBtablished by the non-Fed-
eral entity for f1na.nc1alstatement pur-
poses or 15,000,regardless of the length
of its usefUl life. Bee also §1200.20Com-
puting devices and 200.33Equipment.

§200.96 Tennination.
Termination means the ending of a

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

1200.96 Third-party in-kind eontribu-
tiODll.

Thira-paTty tn-kina contributions
means the value of non-cash contribu-
tions (i.e., property or services) that-
(a) Benefit a. federa.lly assisted

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

third parties, wltbout charge, to a non-
Federal entity under a Federal award.

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

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

§200-98 Unobligated balance.
Unobligatea balance means the

amount of funds under a Federal award
that the non-Federal entity has not ob-
liga.ted. The amount is computed by

§2oo.100

subtracting the cumulative amount of
the non-Federal entity's unliquidated
obligations and expenditures of funds
under tbe Federal award from the cu-
mulative amount of the funds that the
Federal awarding agency or }JQSS-
through entity a.uthorized the non-Fed-
eral entity to obligate.

t 200-99 Voluntary CODUDitted cost
sharin,.

Volunt4TJ/ committed con shaTing
means cost sharIDg specifically pledged
on a voluntary bulB In the proposal's
budget or t..he Federal award on the
part of the non-Fede:-al entity and that
becomes a binding requirement of Fed-
eral award.

Subpart &-General Provisions
§200.100 Purpose-
(a)(1) This part establishes uniform

adminiBtrative requirements, cost
principles, and audit requirements for
Federal a.wards to non-Federal entities,
as described in 1200.101Applicab1l1ty.
Federal a.warding agencies must Dot
impose additional or inconsistent re-
quirements, except a.B provided In
11200.102Exceptions and 200.210Infor-
mation contained in a Federal aw9J"O.
or unless specifically required by Fed-
eral statute, regulation. or Executive
Order.
(2) This part provides the baBls ror a.

systema.tic and periodic oollection and
uniform submission by Federal agen-
cies of information on all Federa.l fi-
nancia.l assistance programs to the Of-
fice of Management and Budget (OMB).
It also establ1&hes Federal policies re-
lated to the delivery of this informa-
tion to the public, including through
the use of electronic media. It pre-
scribes the manner in which General
Servicee 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 Act (31U.S.C.6101~1(6).
(b) ActministTative requirements. Sub-

parts B through D of this part Bet forth
the uniform administrative require-
ments for grant and cooperative agree-
ments, including the requiremente for
Federal awarding agency management
of Federal grant programs before the
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§200.101

Federal award has been made, and the
requirements Federal awarding agen-
cies inay Impose on non-Federal enti-
ties in the Federal award.
(c) Con Principles. Subpart E-Cost

Principles of this part establlshes prin-
ciples for determining the allowable
costs incurred by non-Federal entitles
under Federal awards. The principles
a.re for the purpose of cost determina-
tion and are not intended to Identify
the circumstances or diotate the extent
of Federal Government participation in
the fina.ncing of a particular program
or project. The prinoiples are designed
to provlde that Federal awards bear
their fair share of cost recognized
under these principles except where re-
stricted or prohibited by statute.
(d) Single Audit Requirements and

Audit Follow-up. Subpart F-Audit Re-
quirements of this part 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 un1!ormlty among Federal
agencies for the audit of non-Federal
entities expending Federal awards.
These provlsions also provide the poll-
cles and procedures CorFederal award-
ing agencies and pass-through entities
when UBiJ;l.gthe results of these audits.
(e) For OMB guidance to Federal

awarding agencies on Challenges and
PrIzes, please see M-IO-ll Guidance on
the Use of Challenges and Prizes to

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

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

§JOO.I01 Applicability.
(a) General applicability to Federal

agencies. The requirements established
in this part apply to Federal agencies
that make Federal awards to non-Fed-
eral entitles. These requirements are
applicable to all costs related to Fed-
eral awards.
(b)(l) Awlicability to different types of

Federal awards. The following table de-
scribes what portions of this part apply
to which types or Federal awards. The
terms and conditions of Federal a.wards
(Including this part) now 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 subrec1pient of
a Federal award. Pass-through entities
must comply with the requirements de-
scribed in Subpart D-Post Federal
Award Requirements of this part,
§12OO.350 Subrecipient and contractor
determinations through 200.352 Fixed
amount Subawards, but not any re-
quirements in tb1s part directed to-
wards Federal a.warding agencies un-
leBSthe requirements of this part or
the terms and conditions oC the Federal
award indicate otherwise.
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(2) Federal award of cost-reimbursement
contract under the FAR to a non-Federal
entity. When a non-Federal entity 1e
awarded a cost-reimbursement con-
tract, only Subpart D-Post Federal
Award Requirements of this part,
§§200.330Subrec1pient and contractor
determinations through 200.332Fixed
amount Subawards (in addition to any
FAR related requirements for
subaward monitoring), Subpart E-
Cost PrinCiples of th1s part and Sub-
part F-Audit Requirements of this

part are incorporated by reference into
the contract. However. when the Cost
Account1ng Sta.ndardB(CAS) are appli-
cable to the contract, they take prece-
dence over the requirements of this
part except for Subpart F-Audit Re-
qutrements of this part when they are
in conflict. In a.ddition. costs that are
made unallowable under 10 U.S.C.
2324(e)and 41U.S.C.4304(8)8.l3 described
in the FAR subpart, 31.2 and subpart
31.603are always unallowable. For re-
quirements other than those covered in
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Subpart D-Post Federal Awa.rd Re-
quirements of thUi part. 11200.330Sub-
recipient and contractor determina-
tions through 200.832Fixed amount
Subawards. Subpart E--Cost Principles
of tb1s part and Subpart F-Audit Re-
quirements of thill part, the terms of
the contract and the FAR apply.
(3)With the exception of Subpart F-

Audit Requirements of this part. wb1ch
is required by the Single Audit Act. in
a.ny circumstances where the provi-
sions of Federal statutes or regulations
differ from the provisiOns of this part.
the provision of the Federal statutes or
regulatiOns govern. This includes. for
agreements with Indian tribes, the pro-
visions of the Indian Self-Determina-
tion and Education and Assistance Act
(lSDEAA). B.S 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 Orga.n1zatiODl!.except
where the Federal awarding agency de-
termines that the application 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 Federa.l fi-
nancial assistance programs and
§§ 200.330Subrecipient and contractor
determinations through 200.332Fixed
amount Subawards of Subpart D-Post
Federa.l Award Requirements of tb1s
part. the requirements in Subpart 0-
Pre-Federal Award Requirements and
Contents of Federal Awards. Subpart
D-Post Federal Award Requirements
of this part. and Subpart E-Cost Prin-
ciples of tb1s 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
a.pply to subreciplents of Community
Services Block Grant funds pursuant to
42U.S.C.9916(a)(I)(B);
(2) Federal awards to local education

agencies under 20 U.S.C. 7702-770Sb.
(portions of the Impact Aid program);
(S) Payments under the Department

of Veterans Affai1"6'State Home Per
Diem Program (38U.S.C. 1741);and

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

(4) Federal awards authortsed under
the Child Care and Development Block
Grant Act of 1990.as amended:
(1)Cb1ldCare and Development Block

Grant (42U.S.C. 9858)
(11)Child Care Mandatory and Match-

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

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

C8.ITyout the following programs of the
Socia.lSecurity Act:
(i) 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 of Paternity (title IV-D
of the Socia] Security Act. 42 U.S.C.
651-969b);
(111)Foster Care and Adoption Assist-

ance (title IV-E of the Act. 42 U.S.C
676-S79c);
(tv) Aid to the Aged. Blind. and Dis-

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

(title XlX of the Act. 42 U.S.C. 1396-
1396w-6)not including the State Med-
icaid Fraud Control program author-
ized by section l!KI3(aX6)(B)of the So-
clal Security Act (42 U.S.C.
lS96b(a)(6)(B»;and
(vi) Children's Health Insurance Pro-

gram (t1tle XXI of the Act. 42 U.S.C.
1397aa-I397mm).
(2) A Federal a.ward for an experi-

mental. pilot. or demonstra.tion project
that is also supported by a Federal
award Iisted in paragraph (e)(I) of this
section;
(3) Federal awards under subsection

412(e)of the Immigration and Nation-
ality Act and subsection 501(a) of the
Refugee Education AssIstance Act of
1960(Pub. L. 96-422.94 Stat. 1809).for
cash aBsilltance. medical assistance,
and supplemental Becurity income ben-
efits to refugees and entrants and the
adm1n1strative costs of providing the
asststanoe and benefits (8 U.S.C.
1522(e»;
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OMB Guidance

(4) Entitlement awards under the fol-
lowing programs of The National
School Lunch Act:
(i) National School Lunch Program

(section 4 of the Act, 42U.S.C. 1753),
(U) Commodity Assistance (section 6

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

11 of the Act, 42 U.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:

(t) Bpecial Milk Program (section 3 of
the Act. 42U.S.C. 1772),

(11) School Breakfast Program (sec-
tion 4 of the Act. 42 U.S.C. 1778).and
(iii) State Administrative Expenses

(section 7 of the Act, 42 U.S.C. section
1776).
(6) Entitlement awards for State Ad-

ministrative Expenses under The Food
and Nutrition Act of 2008(sectlon 16of
the Act, 7U.S.C. 2(25).
(7) Non-discretionary Federal awards

under the following non-entitlement
programs:
(i) Speoial Supplemental Nutrition

Program for Women, Infants and Chil-
dren (section 17 of the Child Nutrition
Act of 1966)42 U.S.C. section 1786;

(11) The Emergency Food ABStstance
Programs (Emergency Food ABStstance
Act of 1988) 7 U.S.C. section 7501note;
and
(iii) Commodity Supplemental Food

Program (section Ii of the Agriculture
and Consumer Protection Act of 1973)7
U.S.C. section 612cnote.
[78 FR 78608. Dec. 36, 2013, as arnenaed at 79
FR 75880. Dec. Ill. 2014)

f 200.102 EsoeptiODB.
(a) With the exception of Subpart F-

Audit Requirements of this part. OMB
may allow exceptions for classes of
Federal awards or non-Federal entities
subfect to the requirements of this part
when exceptions are not prohibited by
statute. However. in the interest of
maximum uniformity, exceptions from
the requirements of this part will be
permitted only in unusual cir-
cumstances. ExceptiOns for classes of

§200.103

Federal awards or non-Federal entities
will be published on the OMBWeb site
at www.wh.itehoU3e.govlomb.
(b) Exceptions on a caee-bv-case basis

for individual non-Federal entities may
be authorized by the Federal awarding
agency or cognizant agency for indirect
costs. except where otherwise required
by law or where OMBor other approval
is expressly required by this part.
(c) The Federal awarding agency may

apply more restrictive reqn1rements to
a class of Federal awa.rds or non-Fed-
eral entities when approved by OMB, or
when. required by Federal statutes or
regulations, except for the require-
ments in Subpart F-Audit Require-
ments of tbie part. A Federal awarding
agency may apply less restrictive re-
quirements when making fixed amount
awards as defined in Subpart A-Acro-
nyms and Definitions of this part. ex-
cept for those requirements imposed by
statute or in Subpart F-Audit Re-
quirements of this part.
(d) On a case-by-ca.se basis, OMBwill

approve new strategies for Federal
awards when propoeed by the Federal
awarding agency in accordance with
OMBguidance (suob as M-13-17) to de-
velop additional evidence relevant to
addressing important policy challenges
or to promote eost-effectivenees in and
across Federal programs. Proposals
may draw on the innovative program
deSigns d1eoussed in M-13-17to expand
or improve the use of effective prac-
tices in delivering Federal financial as-
sistance whlle also encouraging inno-
vation in service delivery. Proposals
submitted to OMB in accordance with
M-13-17may include requests to waive
reqn1rements other than those in Sub-
part F-Audit Requirements of this
part.
['18FR 711608.Dec. 26. 2018. as &mended at 79
FR '61181. Dec. 19, 2014]

t 200.103 Authorities.
This part is issued under the fol-

lowing authorities.
(a) Subpart B--General Provisions of

this part through Subpart D-Post Fed-
eral Award Requirements of this part
are authOrized under 31U.S.C. 503 (the
Chief Financial Officers Act, Functions
of the Deputy Director for Manage-
ment), 81 U.S.C. 1111(Improving Econ-
omy and Effioienoy of the United
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States Government), 41U.S.C. 1101-1131
(the Office of Federal Procurement
Policy Act), Reorganization Plan No.2
of 1970, and Executive Order 11541
("Prescribing the Duties of the Office
of Ma.na.gementand Budget a.nd the Do-
mestic Polley Councl1 in the Executive
Office of the President"), the Single
Audit Aet Amendments of 1996, (31
U.S.C. 7601-7507),as well as The Federal
Program Information Act (Public Law
95-220and Public Law 98-169,as amend-
ed, codified at 31U.S.C. 6101-6106).
(b) Subpart &-Cost Principles of this

part 1s authorized under the Budget
and Accounting Act of 1921,as amend-
ed; the Budget and Accounting Proce-
dures Act of 1950,as amended (31U.S.C.
1101-1125);the Chief Financial Officers
Act of 1990(31U.S.C. 503-5(4); Reorga-
nization Plan No.2 of 1970;and Execu-
tive Order No. 11541,"Prescribing the
Duties of the omce of Management
and Budget a.nd the Domestic Policy
Council in the Executive Office 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).

IJOO.I04 SuperaeesiOD.
As described in §200.110Effectivelap-

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

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

Local a.nd IndIa.n Tribal Governments"
(2CPR part 225)a.ndalso FEDERALREG-
ISTER notice 51FR 552(January 6, 1986);
(c) A-89, "Federal Domestic Assist-

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

ative Agreements with State and Local
Governmen ts";
(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

Govel1lments a.ndNOD-Profit Orga.niza-
tions ": and .

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

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

['18 FR 78608,Dec. 116,1lO13,&8 amended &t 79
FR 758811,Dec. 19, 1lO14]

t JOO.I05 Effect ODother iRaan__

For Federal awards subject to this
part, all a4m1n1strative requirements,
program manuale, handbooks and other
non-regulatory materials that are in-
consistent with the requirements of
this part must be superseded upon 1m-
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
§200.102ExceptioDs.

IJOO.I06 AgeDCY implementation.
Tbe spectnc requirements and re-

sponsibilities of Federal agencies and
non-Federal entities are !let forth in
this part. Federal agencies making
Federal awards to non-Federal entities
must implement the language in the
Subpart O-Pre-Federal Award Re-
quirements and Contents of Federal
Awards of this part through Subpart
F-Audlt Requirements of this part in
codified regulatiOns unless different
prOvisions are required by Federal sU!-t-
ute or are approved by OMB.

§200.107 OMB respoD8ibWties.
OMBw11lreview Federal agency reg-

ulations and implementation of this
part, and will provide interpretations
of policy requirements and &.6Sistance
to ensure effective and efficient 1mple-
mentation. Any exceptions will be sub-
ject to approval by OMB. Except10ns
will only be made in particular cases
where adequate justification is pre-
sented.

t 200.108 Inquiries.
Inquiries conoernms this part ma.y be

directed to the Offtce of Federal Finan-
cial Ma.na.gement Office of Manage-
ment a.nd Budget, in Washington, DC.
Non-Federal entities' inquiries should
be addressed to the Federal awarding
agency, cognizant agency for indirect
oosts, cognizant or oversight agency
for audit, or pass-through entity as ap-
propria.te.
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D200.101 Review date.
OMB will review this part at least

every five years after December 26,
2013.

§100.110 Effective/applicability date.
(a) The standards set forth in this

part which a.ffect administration of
Federa.l awards tsaued 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 §§200.317-200.826, non-Fed-
eral entities may continue to comply
with the procurement standards in pre-
vious OMB guidance (superseded by
this part as described 10 §200.104) for
one additional fiscal year after this
part goes into effect. If a non-Federal
entity chooses to use the previous pro-
curement standards for an additional
fiscal year before adopting the procure-
ment standards 10 this part, the non-
Federal entity must document this de-
cision in their internal procurement
policies.
(b) The standards set forth In Sub-

part F-Audit Requirements of this
part and any other standards which
apply directly to Federal agencies will
be effective Deoember 26, 2013 and will
apply to audite of fiscal years begin-
ning on or after December 26. 2014.
[78 FR 78608, Dec. 26. 2013. as &mendeda.t 79
FR 7688:l, Dec. 19, 2014J

§ 200.111 EugUsh 1anJuage.
(a) All Federal financial assistance

announcemente and Federal award in-
formation must be in the English lan-
guage. Applications must be submitted
in the English language and must be in
the terms of U.S. doll&rll.If the Federal
awarding agency receives applications
in another currency, the Federal
awarding agency will evaluate the ap-
plication by converting the foreign cur-
rency to United States currency using
the date specified for receipt of the ap-
plication.

§200.2OO

(b) Non-Federal entities may trans-
la.te the Federal award and other docu-
ments ill to another language. In the
event of inconsistency between any
terms and conditions of the Federal
award and any tra.nslation into another
language, the English language mean-
ing w11l 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 award in English and the
language(s) with which employees are
more famil1ar.

§200.111 CoDf1ictof in~.
The Federal awarding agency must

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

§200.113 Mandatory cliaclOt'lure&.

The non-Federal entity or applicant
for a Federal award must disclose. in a
timely manner, in writing to the Fed-
era.l awarding agency or pass-through
entity all violations of Federal crimi-
nal law involving fraud, bribery, or
gratuity violations potentially affect-
ing the Federal award. Failure to make
required disclosures can result in any
of the remedies described In §200.838
Remedies for noncompliance, including
suspension or debarment. (See also 2
CFR part 180 and 31 U.S.C.8321).

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

§200..200 Purpoee.
(a) Sections 200.201 Use of grant

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

opportunities, 200.204 Federal award10g
agency review of merit of proposals,
200.205 Federal awarding agency review
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§200.201

of risk posed by applicants, and 200.207
SpecUic conditions, is required only for
competitive Federal awards. but ma.y
alec be used by the Federal awarding
agency for non-competitIve awards
where appropriate or where required by
Federal statute.
['18 FR 78608. Dec.26. 2013. 808 amended &t 79
FR 76882, Dec. 19. 2014J

~200.201 Use of grant agreement. (in·
cluc:liDefixed amoUJd awarda), co-
operative agreements, and eon-
tracts.

(a) Tne Ji'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 w1th the Federal Grant and coop-
erative Agreement Act (31U.S.C. 6301-
08).
(b) Fixed AmoUllt Awards. In addi-

tion to the options described in para-
graph (a) of this section. Federal
awarding agencies, or pass-through en-
tities as permitted in §200.332 Fixed
amount subawards, may use fixed
amount awards (see §200.45 Fixed
amount awards) to which the following
conditions apply:
(1) The Federal award amount is ne-

gotiated UBing 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 is 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-
ability is based on performance and re-
sults. Except in the case of termination
before completion of the Federal
award, there is no governmental review
of the actual costs incurred by the non-
Federal entity in performance of the
award. Some of the ways in which the
Federal award may be paid include. but
are not l1mited to:
(1) In several partial payments, the

amoun t of each agreed upon in ad-
vance, and the "mlle5tone" or event
triggering the payment alec agreed
upon in advance. and Bet forth in the
Federal award;

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

(11)On a unit price basis, for a de-
fined unit or units, at a defined price or
prices, agreed to in advance of perform-
ance of the Federal award and set forth
in the Federal award; or,
(ill) In one payment at Federal award

completion.
(2) A fixed amount award cannot be

used in programs which require mandar-
tory cost shar1ng or match.
(3) The non-Federal entity must cer-

tify in writing to the Federal awarding
agency or pass-through entity at the
end of the Federal award that the
project or activity was completed or
the level of effort was expended. If the
required level of activity or effort was
not ca.rr1edout, the amount of the Fed-
eral award must be adjusted.
(4) Periodic reports may be estab-

lished for each Federal award.
(5) Changes in principal inve5tIgator,

project leader. project partner, or scope
of effort must receive the prior written
approval of the Federal awarding agen-
cy or p8.es-through entity.
['18 FR 78608. Dec.26. 2013. as amendeda.t 79
FR 75882. Dec.19, 2014)

§200.202 Requirement to provide pub·
He notice of Federal finaucial a8-
sistance programs.

(a) The Federal award1n6' agency
must notify the pubUc of Federal pro-
grams in the Catalog oC Federal Do-
mestic Assistance (OFDA), maintained
by the General Services Administra-
tion (GSA).
(1) The CFDA, or any OMB-des-

ignated replacement, Ia the single. au-
thoritative, governmentwide com-
prehensive source of Federal financial
assistance program information pro-
duced by the executive branch or the
Federal Government.
(2) The information that tbe Federal

awa.rd1ngagency must submit to GSA
for approval by OMB is listed in para-
graph (b) of this section. GSA must
prescribe the forma.t for the submis-
sion.
(3)The Federal awarding agency may

not award Federal financial assistance
without assigning it to a program that
has been included in the CFDA as re-
quired in this section unless there are
exigent ciroumstances requiring other-
wise, such as timing requirements im-
posed by statute.
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(b) For each progrllJD that awards
disaretionary Federal awardfl, non-dis-
cretionary Federal awards, loans, in-
surance, or any other type of Federal
financial assistancs, the Federal
awarding aeency most submit the fol-
lowing information to GSA:
(1) PrOgram Description, Purpose,

Goals and Measurement. A brief sum-
mary of the statutory or regulatory re-
quirements of the program and its in-
tended outcome. Where appropria.te,
the Program Description, Purpose,
Goals, and Measurement should align
with the strategic goals and objectives
within the Federal awarding agency's
performance plan and should support
the Federal awarding agency's per-
formance measurement, management,
and reporting as required by Part 6 of
OMBCircular A-ll;
(2) Identification of whether the pro-

gram makes FederaJ awards on a dis-
cretionary basis or the Federal awards
are Prescribed by Federal statute, such
as in the case of formula grants.
(8) Projected total amount of funds

ava.1lable for the program, Estimates
based on previous year funding are ac-
ceptable If current appropriations are
not ava.11ableat the time of the sub-
mission;
(4) AntiCipated Source of Available

Funds: The statutory authority for
funding the program and, to the extent
poSSible, agency, sub-agency, or, if
known, the spec1t1cprogram unit that
will iesue the Federal awards, and asso-
ciated funding identifier (e.s., Treasury
Account SYmbol(s»;
(5) General Eligibility Requirements:

The statutory, regulatory or other ell-
gibility factors or considerations that
determine the applicant's qualification
for Federal awards under the program
(e.g., type of non-Federal entity); and
(6) Applicability of Single Audit Re-

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

i2OO.J08 Notices of fundiDg opportuni-
ties.'

For competitive grants and coopera-
tive agreements, the Federal awarding
agency must announce specific funding
OPportunities by prOviding the fol-
lowing information In a public notice:

(a) Summary Information in Notices Of
Funding Opportunities. The Federal

§2OO.203

awarding agency must display the fol-
lowing infonnatlon posted on the OMB-
designated governmentwlde Web site
for finding and applying for Federal fi-
nancial a.sslstance, In a location pre-
ceding the full tsxt of the announce-
ment:
(1) Federal Awarding Agenoy Name;
(2) Funding Opportunity Title;
(8) Announcement Type (whether the

funding opportunity is the initial an-
nouncement of this funding oppor-
tunity or a modification of a pre-
viouely announced opportunity);
(4) Funding Opportunity Number (re-

quired, if applicable). H the Federal
awarding agency has assigned or w1ll
assign a number to the funding oppor-
tunity announcement, this number
must be provided;
(5) Catalog of Federal Financial As-

sistance (CFDA)Number(s);
(6) Key Dates. Key dates include due

dates for applications or Executive
Order 12372submissions, as well as for
any letters of intent or pre-applioa-
tions. For any announcement issued
before a program's application mate-
rials are availa.ble, 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

most generally make all funding op-
portunities avaJla.ble for application
for at least 60 calendar days. The Fed-
eral awarding agency may make a de-
termination to have a lees than 60 cal-
endar day ava.1labiUty period but no
funding opportunity should be avail-
able for Iess than SO calendar days un-
less e:rlgent circumstances require as
detennined by the Federal awarding
agency head or delegate.

(c) Full Tat of Funding Opportunities.
The Federal awarding agency must in-
clude the following information in the
full text of each funding opportunity.
For speciDc instructions on the con-
tent required In this section, refer to
Appendix I to Part 200-Full Text of
Notice of Funding Opportunity to this
part.
(1) Full programmatic deecrtptron of

the funding opportunity.
(2) Federal a.ward information, in-

cluding suff1cient information to help
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§200.204

an applica.nt make an informed deci-
sion about whether to submit an appli-
cation. (See also §200.414 Indirect
(F&A) costs, pa.ragraph (c)(4».
(3) Specific eligib111ty 1nformation,

including any factors or priorities that
affect an applicant's or its applica-
tion's eligibility for selection.
(4) Application Preparation and Sub-

mission Information, lncluding the ap-
plicable submission dates and time.
(6) Application Review Information

including the crIteria and process to be
used to evaluate applications. See also
§§200.204 Federal aW&l'dingagency re-
view of merit proposals and 200.205 Fed-
eral awarding agency review of riBk
posed by applicants. See also 2 CFR
part 27 (forthcoming at time of publi-
cation).
(6) Federal Award Administration In-

formation. See aleo i200.210 Informa-
tion contained in a Federal award.
['78 FR 78608. Dec.26.2013.as amendeda.t 79
FR 76882, Dec.19. 2014]

§ZOO.J04Federal awardiDe agency re-
view of merit of propoeals.

For competitive grants or coopera-
tive agreements, unless prohibited by
Federal statute, the Federal awarding
agency must design and execute a
merit review process for applications.
This process must be described or In-
corporated by reference in the applica-
ble funding opportunity (see Appendix I
to this part, Full text of the Funding
Opportunity.) See a.lso UOO.203 Notices
of funding opportunities.

§2OO.J06 Federal awarding ageDCY reo
view of risk pOlled by applicaDta.

(a) Prior to making a Federal award,
the Federal awarding agency is re-
quired by 31 U.S.C. S32l and 41 U.S.C.
2313 note to review 1nformation avail-
able through any OMB-des1gnated reo
positories of governmentwide eUg!·
b111ty qualification or financial integ-
rity 1nformation, such as SAM Exclu-
sions and "Do Not Pay". See also sus-
pension and debarment requirements
a.t 2 CFR part 180as well as individual
Federal agency suspension and debar-
ment regula.tions in title 2 of the Code
of Federal Regulations.
(b) In addition, for competitive

grants or oooperative agreements, the
Federal awa.rd1ngagency must have in

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

place a framework for evaluating the
risks posed by applicants before they
receive Federal awa.rds. This evalua-
tion may inoorporate results of the
evaluation of the applicant'S el1g1b1l1ty
or the quality of its application. If the
Federal awarding agency determines
that a Federal award will be made, spe-
cial conditions that oorrespond to the
degree of risk assessed may be applied
to the Federal award. Criteria to be
evaluated must be described in the an-
nouncement of funding opportunity de-
ascribed in §200.203 Notices of funding
opportuni ties.
(c) In evaluating risks posed by appli-

cants, the Federal awarding agency
may use a risk-based approach and
may oonsider any items such as the fol-
lowing: .
(1) Financial sta.b1l1ty;
(2) Quality of mana.gement systems

and ability to meet the management
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-
eral awards, including timeliness of
compliance with applicable reporting
requirements, conformance to the
terms and conditions of previous Fed-
eral awards, and if applicable, the ex-
tent to which any previously awarded
amounts will be expended prior to fu-
ture awards;
(4) Reports and findings from audits

performed under SubP&l't F-Audit Re-
quirements of this part or the reports
and findings of any other available au-
dits; and
(5) The applicant's ab1l1ty to effec-

tively implement statutory, regu-
latory, or other requirements imposed
on non-Federal entities.
(d) In addition to this review, the

Federal awarding agency must comply
w1th the guidelines on governmentwide
suspension and debarment in 2 CFR
part 180, and must require non-Federal
entities to comply with these provi-
sions. These provisions restrict Federal
awards, subawards and contracts with
certain parties that are debarred, SUB-

pended or otherwise excluded from or
inelig1ble for partiCipation in Federal
programs or activities.
[1s FR 78608.Dec.26.2018.&8 amended a.t 79
FR 75882,Dec.19.:1014]
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f iOO.iCNl Standard application reo
quirements.

(a) PaperwOTk 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-

1ng agency ms.y inform applicants and
recipients that they do not need to pro-
vide certain information otherwise re-
quired by the relevant information col-
lection.

f 2OO.J0'7 Specific conditioDll.
(a) The FederaJ awarding agency or

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

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

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

fails to meet expeoted performance
goals as described in f 200.210 Informa-
tion contained in a Federal award; or
(4) When an applicant or recipient is

not otherwise responsible.
(b) These additional Federal award

conditions may include items such as
the following:

(1) Requiring payments as retmburse-
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) Requirlng the non-Federal entity

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

provals.

§200.2 10

(c) The Federal awarding agency or
p&flIl-tbJ'oughentity must notify the
applicant or non-Federal entity as to:

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

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

remove the additiona.l requirement, if
applicable;
(4) The time allowed for completlng

the actions if applicable, and
(5) The method for requesting recon-

slderatton of the additional require-
ments imposed.
(d) A:JJ.y specific conditions must be

promptly removed once the conditions
that prompted them have been cor-
rected.
[79 FR 75882,Dec. 19, 0014]

1200.208 Certifications and represen-
tatiODB.

Unless prohibited by Federal statutes
or regulations, each Federal awarding
agency or pass-through entity is au-
thorned to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal stat-
utes. qr regulations on an annual basis.
SubmlBB10nmay be required more fre-
quently if the non-Federal entity fal1s
to meet a requirement of a Federal
award.

§200..209 Pre·award COIItlI.

For requirements on costs incurred
by the applicant prior to the start date
of the period of performance of the
Federal award, see §2OO.468 Pre-award
costs.

§200.210 Information contained in a
Federal award..

A Federal award must include the
following information:

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

(1) Reolpient name (which must
ma.tch the name associated with its
unique entity Identlner as defined at 2
CFR 25.315);
(2) Recipient's unique entity identi-

fier;
(3) Unique Federal Award Identifica-

tion Number (FAIN);
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(4) Federal Award Date (see §200.39
FederaJ 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 Cost Sharing or
Matching, where applicable;

(11) Federai award project deecrip-
tton, (to comply with statutory re-
quirements (e.g., FFATA»;

(12)Name of Federal awarding agen-
cy and contact information for award-
ing offiCial,

(13) CFDANumber and Name;
(14) Identification of whether the

award is R&D;and
(15)Indirect cost rate for the Federal

award (including if the de minimis rate
is charged per §2OO.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, a.sapplicable:

(1) Administrative requirements im-
plemented by the Federal awarding
agency as specified in-this part.

(ii) National policy requirements.
These include statutory, executive
order, other Presidential direotive, or
regulatory requirements that apply by
specific reference and are not program-
specific. See 1200.300 Sta.tutory and na-
tional policy requirements.

(2) The Federa.l award must include
wording to incorporate, by reference,
the applicable set of general terms and
conditions. The reference must be to
the Web site a.t which the Federa.l
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 genera.l terms and
conditions are publicly available, the
Federal awarding agency must main-
tain an archive of prevtous versions of
the general terms and conditions. with

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

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

(c) Fed.eTal Awarding Age1lCll, Program.
OT Federal Award Specific Terms and
Conditions. The Federal awarding agen-
cy may include with ea.ch Federal
award any terms and conditions neo-
essary to communicate requirements
that are in addition to the require-
ments outlined in the Federal awarding
agency's general terms and conditions.
Whenever practicable. these specific
terms and conditions also should be
shared on a pubUc Web site and in no-
tices of funding opportunities (as out-
lined in 1200.203 Notices 01' 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 FederaJ •.warding 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
ent1ty as rela.ted to the outoomes in-
tended to be a.chieved by the program.
In some instances (e.g., discretionary
-research awards). this ma.y be limited
to the requirement to submit technical
performance reports (to be evaluated in
a.ccordance with Federal a.warding
agency policy). Where appropriate. the
Federal a.ward may include specifiC
performance goals, indicators, mile-
stones. or expected outcomes (such as
outputs. or servi088 performed or pub-
11cImpa.cts of any of these) with an ex-
pected timeline for a.ccompllshment.
Reporting requirements must be clear-
ly articula.ted such that. where appro-
pria.te, performanoe during the execu-
tion of the Feder •.l award ha.s a stand-
ard against which non-Federal entity
performance can be measured. The
Federal a.wa.rd1ngagency may include
program-specific requirements. as •.p-
pl1cable. These requirements should be
aJ1gned with agency strategiC goals,
strategic objectives or performance
goals that are relevant to the program.
See also OMB Circular A-ll. Prepara-
tion. Submlesion and Execution of the
Budget Part 6 for definitions of stra-
tegic objectives and performance goals.

(e) Any other information required
by the Federal awarding agency.
[78 FR 78608,Dec. 26, 2013. AS amended At 79
FR 75882,Dec. 19, 2014]
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§ JOO.JII Public 1lCl~ to Federal
award iDformation.

(a) In accordance with statutory re-
quirements lor Federal spending trans-
parency (e.g.• FFATA), except as noted
in this section, Cor appllcable Federal
awards the Federal awarding agency
must announce all Federal awards pub-
licly and pllbllsh the required informa-
tion on a publicly ava.1lable OMB-des-
19nated governmentw1de Web site (at
time of publ1cation,
www.USAspending.gov).
(b) Nothing in this section may be

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

f 200.212 SuspeusiOD and debarment.
Non-federal entities and contractors

are subject to the non-procurement de-
barment and suspension regulations
implementing Executive Orders 12549
and l2689,2 CFR part 180. These regula-
tions restrict awards, subawards, and
contracts with certain parties that are
debarred, suspended, or otherwise ex-
cluded from or inel1gible for participa-
tton in Federa.l assistance programs or
a.ctiv1ties.
[79 P'R 75883, Dec. 19, 2014J

Subpart D-POIt Federal Award
Requirements

STANDARDS FOR FINANOIAL AND
PRoGRAM MANAGEMENT

§200.300 Statutory and national policy
requirement..

(a) The Federal awarding agency
must manage and administer the Fed-
eral awa.rc1in a manner so as to ensure
that Federal funding is expended and
assooiated programs are implemented
1n full accordance with U.S. statutory
and pnblro polioy requirements: includ-
ing, but not 11mited to, those pro-
tecting publ1c welfare, the environ-
ment, and prohibiting discrimination.
The Federal awarding a.gency must
communicate to the non-Federal enti-
ty all relevant public policy require-
ments, including those in general ap-
propriations prov1sions, and incor-

§200.301

porate them either directly or by ref-
erence in the terms and condrtdons of
the Federal awllord.
(b) The non-Federal entity is respon-

sible for complying with all require-
ments of the Federal a.ward. For all
Federa.l awards, this includes the provi-
sions of FFATA, which mcludes 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 CFR
part 170 Reporting Subaward and Exec-
utive Compensation Information. See
also statutory requirements for whis-
tleblower protecttons at 10 U.S.C. 2409,
41 U.S.C. 4712, and 10 U.S.C. 2324, 41
U.S.C. 43Q4 and 4310.

, ZOO.301 Performance measurement.
The Federal a.warding agency must

require the recipient 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 accomplishments of the
Federal awllord. Also, in accordance
with above mentioned standard infor-
mation conecnons, and when appl1ca-
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 awllording agency and
other non-Federal entities to improve
program outcomes, share lessons
learned, and spread the adoption of
promising practices. The Federal
a.warding 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 underetand the re-
cipient progress but also to facilitate
identification of promising practioes
among recipients and build the evi-
dence upon which the Federal awarding
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§2oo.302

agency's program and performance de-
cisions are made.
[78 FR 78608,Dec. 26. 2018. all amended e.t 79
FR 75883,Dec. 19, :Ml14]

§200.302 FiDancia1l1UUlagement.
(a) Each state must expend and ac-

count tor the Federal award in accord-
ance with state laws and procedures for
expending and accounting for the
state's own fonds. In addition, the
state's and the other non-Federal enti-
ty's financial management systeDlB,in-
cluding records documenting compu-
aaoe with FedersJ. statutes, :egula-
tions, a.nd the terms a.nd conditions of
the Federal award, must be sufficient
to permit the preparation of reports re-
quired by general and prograIn-speclnc
terms and conditions; and the tracing
of funds to a level o! expenditures ade-
quate to establish that such funds have
been used aocording to the Federal
statutes, regulations, s.nd the terms
s.nd conditions of the Federal award.
Bee also §200.45O Lobbying.
(b) The finanoial management sys-

tem of each non-Federal entity must
provide for the following (see also
§§2OO.383 Retention requirements for
records, 200.834 Requests for transfer of
reoords, 200.885 Methods for collection,
transmission s.nd storage of informa-
tion, 200.336 Accees to records, s.nd
200.887 Restrictions on publio access to
records):
(1) Identinoation, in its accounts, of

all Federal awards received and ex-
pended and the Federal programs under
which they were received. Federal pro-
gram and Federal award identification
must include, as applicable, the CFDA
title a.ndnumber, Federal award identi-
fication number and year, na.me of the
Federal agency, and name of the pass-
through entity, if any.
(2) Accurate, current, and complete

disclosure of the financial results of
each Federal award or progra.m in ac-
cordanoe with the reporting require-
ments set forth in 1§200.827 Fina.ncial
reporting s.nd 200.328 Monitoring s.nd
reporting program performs.nce. If a
Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains its records on
other than an accrual basis, the recipi-
ent must not be required to establish
an accrual accounting system. This re-

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

c1pient may develop accrual data for
its reports on the buis of s.n analysis
of the documentation on hs.nd. S1mi-
larly, a pass-through entity must not
require a Bubrecipient to establish an
accrual accounting system and must
allow the subrecipient to develop ac-
crual data for its reports on the basis
of an analysis of the dooumentation on
hand.
(3) Records that identify adequately

the source a.nd application of fundB for
federally-funded &ctivities. These
records must contain information per-
ta.1n1ng to Federal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, expenditures, income and
interest and be supported by source
documentation.
(4) Effective control over, and ae-

countabllity for, all funds, property,
and other assets. The non-Federal enti-
ty must adequately safeguard all assets
and assure that they are used solely for
authorized purposes. See §200.303 Inter-
nal controls.
(5) Comparison of expenditures with

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

the requirements of §200.805 Payment.
(7) Written procedures for deter-

mining the allowab1lity of costs in &C-
corda.nce with Subpart E--Cost Prin-
ciples of this part and the terms s.nd
conditions of the Federal award.

§ZOO.sos Internal controk.
The non-Federal entity must:
(a) Establish s.nd maintain effective

internal control over the Federal
award that provides reasonable aseur-
anee that the non-Federal entity is
ms.naging the Federal award in compli-
s.nee with Federal statutes, regula-
tions, and the terms and conditions of
the Federal award. These internal con-
trols should be in compllance with
guidance in "Sts.nda.rds for Internal
Control in the Federal Government"
issued by the Comptroller General of
the United States or the "InterDal Con-
trol Integrated Framework", issued by
the Committee of Sponsoring Organiza-
tions of the Treadway Commission
(COSO).
(b) Comply with Federal statutes,

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

(d) Take prompt action when in-
stances of noncompliance are identified
including noncomp11anoe ident1fied in
audit findings.

(e) Take reasonable measures to sa.fe-
ln1ardprotected personally identifiable
information and other infonnation the
Federal awarding agency or pass-
through entity designates ll.8 sensitive
or the non-Federal entity considers
sensitive consistent with !!.ppHcable
Federal, state, local, and tribal laws re-
garding privacy and obligations of con-
fidentiality.
[78 FE 78608,Dec. 26, 2013, &8 amended at 79
FR 76883,Dec. 19, 2014]

§200.804 Bonds.

The Federal awarding agency may in-
clude a provision on bonding, insur-
ance. or both in the follOwing cir-
cumsta.nces:

(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 tnsur-
ance requirements of the non-Federal
entity are not deemed adequate to pro-
tect the interest of the Federal Govern-
ment.

(b) The Federal awarding agency may
require adequate fidelity bond coverage
where the non-Federal entity lacks suf-
ficient coverage to protect the Federal
Government's interest.

(c) Where bonds are required in the
situations desor1bed above, the bonds
must be obtained from companies hold-
ing certificates of authority ll.8 accept-
able suret1es, as prescribed in 31 CFR
Part 223, "Surety Companies Doing
Business with the United States."

§ 2OO.30S Payment.
(a) For states, payments a.re gov-

erned by Treasury-State CMIA' agree-
ments and default procedures cod1fled
at 31 CFR Pa.rt 205 "Rules and Proce-
dures for Efficient Federal-State Funds
Transfers" and TFM 4A-2000 Overall
DisbUI'8ingRules for All Federal Agen-
cies.

§200.305

(b) For non-Federal entities other
than states, payments methods must
minimize the time elapsing between
the transfer of funds from the United
States Treasury or the pass-through
entity and the disbursement by the
non-Federal entity whether the pay-
ment is made by electronic funds
transfer, or Issuance or redemption of
checks, warrants, or payment by other
means. See also 1200.302 Financia.l
management paragraph (b)(6). Except
as noted elsewhere in this part, Federal
agencies must require recipients to use
only OMB-approved sta.ndArd goveI'D-
mentwide infonnation collection re-
quests to request payment.
(1) The non-Federal entity must be

paid in advance, provided it maintains
or demonstrates the w1l1ingness to
maintain both written procedures that
minimize the time elapsing between
the transfer of funds and disbursement
by the non-Federal entity, and finan-
cial management systems that meet
the standards for fund control and &C-

countab111ty as establlshed in this part.
Advance payments to a non-Federal en-
tity must be limited to the minimum
amounts needed and be timed to be in
accordance with the actual, immediate
cash requirements of the non-Federal
entity in carrying out the purpose of
the approved program or project. The
timing and amount of advance pay-
ments must be &II close a.s is adminis-
trativelY feasible to the actual dis-
bursements by the non-Federal ent1ty
for direot program or project costs and
the proportiona.te share of any allow-
able indirect costs. The non-Federal
entity must make timely payment to
contractors in a.ocordance with the
contract provisions.

(2) Whenever possible, advance pay-
ments must be consolidated to cover
anticipated cash needs for all Federal
awa.rds made by the Federal awa.rdlng
agency to the recipient.

(1)Advance payment mecha.n1sms 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 electronic transfers are used, in
accordance with the provisions of the
Electronic Fund Transfer Act (15
U.S.C. 1693-1693r).

(3) Re1mbureement 1s the preferred
method when the reqUirements in para-
graph (b) cannot be met, when the Fed-
eral awarding agency sets a specific
condition per 1200.207Specitlc condi-
tions, or when the non-Federal entity
requests payment by reimbureement.
This method may be used on any Fed-
eral award for construction, or if the
major portion of the oonstructton
project is acoomp11shed through pri-
vate market t1nancIng or Federal
Ioans, and the Federal award con-
stitutes a minor portion of the project.
When the reimbureement method Is
used, the Federal awarding agency or
pass-through entity must ma.ke pay-
ment within 30 calendar days a.fter re-
ceipt of the billing, unless the Federal
awarding agency or pa.!!S-throughenti-
ty reasonably believes the request to
be improper.

(4) If the non-Federal entity cannot
meet the criteria for advance payments
and the Federal awarding agency or
pass-through entity has determined
that re1mbureement is not feasible be-
cause the non-Federal entity lacks suf-
ficient working capita.l, the Federal
awarding agency or pass-through enti-
ty may provide cash on a working cap-
ital advance basis. Under this proce-
dure, the Federal awarding agenoy or
pass-through entity must advance cash
payments to the non-Federal entity to
cover its estimated di8bureement needs
for an initial period generally geared
to the non-Federal entity's disbursing
cycle. There!l-fter, the Federal award-
ing agency or pass-through entity must
reimburee the non-Feder&! entity for
its actual cash disbursements. UBe of
the working capItal advance method of
payment requires that the pass-
through entity provide timely advance
payments to any aubrectjnente in order
to meet the 8ubrecipient's actual cash
disbursemente. The working oapita.l ad-
vance method of payment must not be
used by the pass-through entity if the
reason for usIng this method is the un-
willingness or inab1lity of the pass-
through entity to provide timely ad-
vance payments to the subreciplent to

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

meet the subreclpient's actual cash dis-
bursements.

(5)Use of resources before requesting
cash advance payments. To the extent
available, the non-Federal entity must
disburee funds available from program
income (including repayments to a re-
volving fund), rebates, refunds, con-
tract settlements, audit recoveries, and
interest earned on such funds before re-
questing addit10nal cash payments.

(6) Unless otherwise required by Fed-
eral statutes, payments ror allowable
costs by non-Federal entitles must not
be withheld at any time during the pe-
riod of performance unless the oondi-
tions of H200.207Specific conditions,
Subpart D-Post Federal Award Re-
quirements of this part, 200.338Rem-
edies for Noncompliance, or one or
more of the following applies:

(i) The non-Federal entity has failed
to comply with the project objectives,
Federal statutes, regulatiOns, or the
terms and conditions of the Federal
award.

(ii) The non-Federal entity is delin-
quent in a debt to the United States as
defined in OMB Guidance A-I29, "Poli-
cies for Federal CredIt Programs and
Non-Tax Receivables." Under such con-
ditions, the Federal awarding agency
or pass-through entity may, upon rea-
sonable notice, inform the non-Federal
entity that payments must not be
ma.de for obhgatfons incurred after a
specifled date until the conditions are
corrected or the indebtedness to the
Federal Government is HqUidated.

(iii) A payment withheld for failure
to comply with Federal award condt-
tions, but without suspensfon of tbe
Federal award, must be released to the
non-Federal entity upon subsequent
compliance. Wben 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
aatlsfactory completion of work. A
payment must be ma.de when the non-
Federal entity actually disbU1"868the
withheld funds to the contractors or to
escrow accounts establ1shed to assure
satisfactory completion of work.
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(7) Standards governing the use of
banks and other institutions as deposi-
tories of advance payments under Fed-
eral awards are as follows.
(i) Tbe Federal award1ng agency and

pass-through entity must not require
separate depository accounts for funds
provided to a non-Federal entity or es-
tablish any eligibility requirements for
depositories for funds provided to the
non-Federal entity. However, the non-
Federal entity must be able to account
for the receipt, obligation and expendi-
ture or 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 entity receives
less than $120,000 in Federal awards per
year.
(ii) Tbe best reasonably available in-

terest-bearing account would not be ex-
pected to earn interest in excess of $500
per year on Federal cash balances.
(iii) The depoSitory would require an

average or minimum balance so high
that it would not be feasible within the
expected Federal l!-Ddnon-Federal cash
resources.
(iv) A foreign government or banking

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

per year may be retained by the non-
Federal entity for administrative ex-
pense. Any additional interest earned
on Federal advance payments depoSited
in intereBt-bearing accounts must be
remitted a.nnually to the Department
of Health and Human Services Pay-
ment Management System (PMS)
through an electronic medium using ei-
ther Automated Clearing House (ACH)
network or a Fedw1re Funds Service
payment. RemittanceB must include
pertinent information of the pa.yee and
nature of payment in the memo area
(oiten referred to as "addenda records"
by Financial InstitutiOns) as that will
assiBt in the timely posting of Inter-
ested earned on federal funds. Perti-
nent detailB include the Payee Account
Number (PAN) if the payment Origi-
nated from PMS, or Agency inform a-

5200.306

tion if the payment originated from
ASAP, NSF or another federal agency
payment system. The remittance must
be submitted as foltowe:

(1) For ACHReturns:
Routing Number: 051036706
Account number: llO3000
Bank Name UId Location: Credit Gateway-
ACE Receiver St. Paul, MN

(11) For Fedwire Returns":
ROllt1ng Number: 02l03()()M
Account number: 75010601
Bank Name and Location: Federal Reserve
Bank Treas NYC/FUIlds Tra.nsfer Division
New York, NY

(* PlelUlBDOte organization 1n1tlattng pay_
ment 18 likely to Incur a charge from your
F1na.nch.l lnetitutton for this type of pay-
ment)

(111) For International ACHReturns:
Beneficiary Account: Federal Reserve Bank
ofNew YorklITS (FRBNYIITS)

Bank: Cit1b&nkN.J.. (New York)
Swift Code: crrresss
Account Number: 36838868
Bank AddreM: 388 Greenwich Street, New
York. NY 10CllSUSA

Payment Dete.1l8(Line 70): Agency
Name (abbreviated wben poas1ble) and ALe
Agency POC: Michelle Haney, (301) ~5065

(iv) For recip1ents that do not have
electronic remittance capability,
please mue check- payable to: "The
Department of Health and Human
Services. "
Mail Check to Treasury approved 10okOO%:

HHS Program Support Center, P.O. Box
630231, Atlanta, GA 303S3-4231

(". Please allow 4-6 weeks for JIl'00S8Singof a
payment by check to be applied to the appro-
pria.te PMS account)

(v) Any additional informationlin-
structions may be found on the PMS
Web site at http://www.dpm.psc.go-vl.

[78 FR 78808, Dec. ll6, 2013, as amended at 79
FR 75888, DIKl.Ill, 2OH)

t 200.306 Coat sharing or matching.
(a) Under Federal research proposals,

voluntary committed cost sharing is
not expected. It cannot be used as a
factor during the merit review of appli-
cations or proposals, but may be con-
Bidered if It is both in accordance with
Federal awarding agency regulations
and specified in a notice of funding op-
portunity. Criteria for considering vol-
untary committed cost sharing and
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any other program pollcy factors that
may be used to determine who may re-
ceive a Federal awa.rd must be explic-
itly described in the notice of funding
opportunity. See also 11200.414Indirect
(F&A) costs, 200.203Notices of funding
opportunities, and Appendix I to Part
200-Full Text of Notice of Funding Op-
portunity.
(b) For a.ll Federal awards, any

shared costs or matching funds and all
contributions, including cash and third
party in-kind contributions, must be
accepted as part of the non-Federal en-
tity's cost sharing or matching when
such contr1but1ons meet all of the fol-
lowing cr1teria:
(1) Are verifiable from the non-Fed-

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

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

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

Cost Principles of this part;
(5) Are not paid by the Federal Gov-

ernment under another Federal award,
except where the Federal statute au-
thor1zing a program specifically pro-
vides that Federal funds made avail-
able for such program can be a.ppl1edto
matching or cost sha.ring requirements
of other Federal programs;
(6) Are provided for in the a.pproved

budget when required by the Federal
awarding agency; and
(7) Conform to other provisions of

this part, as applicable.
(c) Unrecovered indirect costs, in-

cluding indirect costs on cost sharing
or ma.tching may be included as part of
cost shs.r1ngor matching only with the
prior approval of the Federal awarding
agency. Unrecovered indirect cost
means the difference between the
amount charged to the Federal award
and the amount which could have been
charged to the Federal awa.rdunder the
non-Federa.l entity's a.pproved 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 agen-
cy authorizes the non-Federal entity to
donate bulldlngs or land for construe-
tionJfa.cUities acquisition projects or

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

long-term use, the value of the donated
property for cost sharing or matching
must be the lesser of pa.ra.gra.phs(d)(l)
or (2)of this section.
(1) The value of the remaining life of

the property recorded in the non-Fed-
eral entity's acoounting records at the
time of donation.
(2) The current fa.1r market value.

However, when there is sufficient jus-
tification, the Federal awe.rd1ngagen-
oy may approve the use of the current
fair market value of the donated prop-
erty, even if it exceeds the value de-
scribed in (1)above at the time of dona-
tion.
(e) Volunteer services furnished by

third-party professional 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-Federal en-
tity. In those instances in which the
required skills are not found in the
non-Federal entity, rates must be con-
sistent with those paid for similar
work in the labor market in which the
non-Federal entity competes for the
kind of services involved. In either
case, paid fringe benefits that a.re rea-
sonable, necessary, allocable, and oth-
erwise allowable may be included in
the valuation.
(f) 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 organization's
approved federally negotiated indirect
cost rate or, a rate In accordance with
§200.414 Indirect (F&A) costs, para-
graph (d), provided these services em-
ploy the same sk1l1(s) for which the
employee is normally paid. Where do-
nated services are treated as indirect
costs, indirect cost rates will separate
the value of the donated services so
tha.t reimbursement for the donated
services will not be made.
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(g) Donated property from third par-
ties ma.y include such items Ilo8 equip-
ment. office supplies. laboratory sup-
plies. or workshop and claseroom sup-
plies. VIIJue asseBBedto donated prop-
erty included in the cost sharing or
matching share must not exceed the
fair market value of the property 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 p&88esto the
non-Federal entity may differ accord-
ing to the purpose of the Federal
&.ward.if paragraph (h)(l) or (2) of this
section applies.

(1) If the purpose of the Federal
&.wardis to assist the non-Federal enti-
ty in the acquisition of equipment.
bu1ldings or land, the aggregate value
of the donated property may be
claimed as cost sharing or matching.

(2) If the purpose of the Federal
&.wardis to support activities that re-
quire the use of equipment, buildings
or land, norm&lly only depreciation
charges for equipment and bund1ngs
may be made. However, the fair market
value of equipment or other capital as-
sets and fair rental charges for land
may be allowed, proV1dedthat the Fed-
erllJ awarding agency has approved the
charges. See also §2OO.420 Consider-
ations for selected items of cost.

(1) The value of donated property
must be determined in accordance with
the usual accounting poliCies of the
non-Federal entity, with the following
qualifications:

(1) The value of donated land and
buildings must not exceed its fair mar-
ket value at the time of donation to
the non-Federal entity ae establ1shed
by an independent appraiser (e.s., cer-
tified real property appraiser or Giln-
eral Services Administration rep-
resentative) and certified by a respon-
sible of11clal of the non-Federal entity
as required by the Uniform Relocation
ABBistance and Real Property Acquisi-
tion Polrctea Act of 1970, Ilo8 amended,
(42 U.S.C. 4601-4665)(Uniform Act) ex-
cept as provided in the implementing
regulations at 49CFR part 24.

(2) The value of donated equipment
must not exceed the fair market va.lue
of equipment of the same age and con-
dition at the time of donation.

8200.307

(3) The value of donated space must
not exceed the fair renta.l value of com-
parable space as established by an inde-
pendent appra1sa.1of comparable space
and fac1l1ties in a privately-owned
building in the same locality.

(4) The value of loaned equipment
must not exceed its fa.ir rental value.

(j) For third-party in-kind contribu-
tions, the fair market value of goods
and services must be documented and
to the extent feasible supported by the
same methods ueed internally by the
non-Federal entity.

(k) For IHEs, see a.lso OMB memo-
randum M-01-06,dated January 5, 2001,
Clarification of OMB A-21 Treatment
of Voluntary Uncommitted Cost Shar-
ing and Tnition Remission Costs.
['18FR 7S608,Dec. 26. 2013, as amended a.t 79
FR 75Bl13.Dec. 19, 2014]

1200.307 ProIJ'lUD income.
(a) General. Non-Federal entities are

encouraged to earn income to defray
program costs where appropria.te.

(b) Cost of generating 'PTOgTamincome.
If authorized by Feder&J regulations or
the FederllJ award, costs incidental to
the generation of' program income may
be deducted from gross income to de-
termine program income, provided
these costa have not been charged. to
the Federal award.

(c) Governmental Tevenues. Taxes, spe-
cia.l &Blltl88ments. levies, fines. and
other such rev-enues raised by a non-
Federal entity are not program income
unless the revenues are speciHcally
identified in the Federal award or Fed-
eral awarding agency regulations Ilo8
program income.

(d) Property. Proceeds from the sale
of real property, equipment. or suppl1es
are not program income; such proceeds
w1l1be handled in accordance with the
requirements of Subpart D-Post Fed-
eral Award Requirements of this part.
Property Standards 11200.811 Real prop-
erty, 200.818 Equipment. and 200.814
Supplies. or as specifically identified in
Federal statutes. regulations. or the
terms and oonditions of the Federal
award.

(e) Use of pTO{JTam income. If the Fed-
eral awarding agency does not specify
in its regulations or the terms and con-
ditions of the Federal award, or give
prior approval for how program income
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is to be used, paragraph (e)(I) of thi8
section must apply. For Federal awards
made to IHEs and nonprofit research
inst1tut1ons, 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)(I) and (2) of
this section, the Federal awarding
agency may distinguish between in-
come earned by the reCipient and in-
come earned by 8ubrecipients and be-
tween the sources, kinds, or amounts
of income. When the Federal awarding
agency autho~e8 the approaches In
paragraphs (e)(2) and (3) of this section,
program income In excess of any
amounts spec1fied must also be de-
ducted from expenditures.
(1) Deduction. Ordinarily progra.m in-

come must be deducted from total al-
lowable costs to determine the net al-
lowable costs. Program income must be
used for current costs unlees the Fed-
eral awa.rding agenoy authorizes other-
wise. Program income tha.t the non-
Federal entity did not anticipate at the
time of the Federal a.wardmust be used
to reduce the Federal award and non-
Federal entity contributions rather
than to increase the funds committed
to the project.

(2) Addition. With prior approval of
the Federal awarding agency (except
for IHEa and nonprofit research insti-
tutions. as described In paragraph (e) of
thiB section) program income may be
added to the Federal award by the Fed-
eral agency and the non-Federal enti-
ty. The program income must be used
for the purposes and under the condi-
tions of the Federal award.

(3) Cost sharing or matching. With
prior approval of the Federal awarding
agency. program income may be used
to meet the cost sharing or matching
requirement of the Federal award. The
amount of the Federal award remains
the same.
(f) Income after the period 0/ perform-

lJ1lCe. There are no Federal require-
ments governing the disposition of in-
come earned after the end of the period
of performance for the Federal award.
unless the Federal awarding agency
regulations or the terms and condi-
tions of the Federal award provide oth-

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

erwise. The Federal awarding agency
may negotiate agreements with recipi-
ents regarding appropriate uses of in-
come earned after the period of per-
formance as part of the grant closeout
process. See also 1200.843 Closeout.
(g) Unless the Federal statute. regu-

lations, or terms and conditions for the
Federal award provide otherwise, the
non-Federal entity has no obligation to
the Federal awarding agency with re-
speot to program income earned from
license fees and royalties for copy-
righted material, patents, patent appli-
cations. trademarko, and inventions
made under 8. Federal a.ward to which
S'7 CFR part 401,"Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment AWards. Contracts and Coopera-
tive Agreements" is appl1cable.
[78 FR 78608. Dec. 26, 2013, as a.mended at 79
FR 75884.Dec. 19. 2014]

§200.808 B.evHIoD of budpt and pro-,.-am plBD8.
(a) The approved budget for the Fed-

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

devia.t1onsfrom budget or project scope
or objeotive, and request prior approv-
als from Federal awarding agencies for
budget and program plan revisions. in
accordance with this section.
(0) For non-oonstruction Federal

awards, recipients 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 scope or the objec-

tive of the project or program (even if
there is no assooiated budget revision
requiring prior written approval).
(2) Change in a. key person specified

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

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

the Federal awarding agency. of costs
that requ1re prior approval 1n accord-
ance with Subpart E-Cost Principles
of this part or 45 CFR part 75Appendix
lX. "Pr1nciples for Determining Costs
Applicable to Reseuch and Develop-
ment under Awards and Contraots with
Hospitals," or 48 CFR part 81. "Con-
tract Cost Prinoiples and Procedures."
as applicable.
(5) The transfer of funds budgeted for

participant support costs as defined in
5200.75 Participant support oosts to
other categories of expense.
(6) Unless desor1bed in the applica-

tion and funded in the approved Fed-
eral a.wards, the suba.wa.rd1ng,transfer-
ring or contracting out of any work
under a Federal award, including f1xed
amount subawards as described in
§200.332Fixed amount subawards. This
provision does not apply to the aoquisi-
tion of supplies, materia.l, equipment
or general support services.

(7) Changes in the approved cost-
Bharlng or matching provided by the
non-Federal entity. No other prior ap-
proval requirements for specific items
may be imposed unlese an exception
has been approved by OMB. See also
§§200.102Exceptions and 200.407Prior
written approval (prior approval).
(8) The need ar1ee1l for additional

Federal fu.nds to complete the project.
(d) Except for requirements listed in

~ph (c)(1) of this section, the
Federal awarding agency is authorized,
at its option, to waive prior written ap-
provals requ1red by paragra.ph (c) this
section. Such waivers may include au-
tborizing recipients to do anyone or
more of the following:
(1) Incur project costs 90 calendar

days before the Federal awarding agen-
cy makes the Federal award. Expenses
more than 90 calendar days pre-award
require prior approval of the Federal
awarding agency. All costs incurred be-
fore the Federal awarding agency
makes the Federal award are at the re-
cipient's risk (i.e., the Federal award-
ing agency Is under no obligation to re-
imburse such coste if for any reason
the recipient does not receive a Federal
award or if the Federal award Is less
than anticipated and inadequate to

§2OO.308

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

the period of performance by up to 12
months unlese one or more of the con-
ditione outlined in paragraphs (d)(2)(i)
through (Ui) of this section apply. For
one-ttms extensions, the recipient
must notify the Federal awarding
agency in wrIting with the supporting
reasons and revised period of perform-
ance at least 10 calendar days before
the end of the period of performance
specIfied in the Federal award. This
one-time extensIon may not be exer-
cised merely for the purpose of using
unobligated balances. Extensions re-
quire expliCit prior Federal aWll.rding
agency approval when:

(f) The terms and conditions of the
Federal award prohIbIt the extension.
(11)The extension requires additional

Federal funds.
(11i) The extension involves any

change in the approved obJeotives or
scope of the projeot.
(8) Carry forward unobligated bal-

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

rseearch, unless the Federal awarding
agency provides otherwise in the Fed-
eral award or in the Federal awarding
agency's regulations, the prior ap-
proval requirements described in para-
graph (d) are automatically waived
(i.e., reoiptents 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
S1mpl1f1ed Acquisition Threshold and
the cumulative amount of such trans-
fers exceeds or is expected to exceed 10
percent of the total budget as last ap-
proved by the Federal awarding agen-
cy. The Federal awarding agency can-
not permit a transfer that would cause
any Federal appropriation to be used
for purposes other than those con-
sistent with the approprtatton.

(f) All other changes to non-construc-
tion budgets. except for the changes de-
scribed in paragrll.ph (0) of this section,
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do not require prior approval (Beealso
§200.407Prior written approval (prior
approval».
(g) For conatructdon Federal awards.

the recipient must request prior writ-
ten a.pproval promptly from the Fed-
eral awarding agency for budget revi-
sions whenever paragraph (g)(l). (2). or
(3)of this section appUes.
(1) The revision results from changes

in the scope or the objective of the
project or program.
(2) The need arises for additional

Federal funds to complete the project.
(8) A revision is desired which in-

volves specific costs for wbich prior
written approval requ1rementl! may be
imposed conststent with applicable
OMB cost principles listed in Subpart
E-COBt Principles of tbie part.
(4) No other prior approval require-

ments for budget revtsione may be im-
posed unless an exception has been ap-
proved by OMB.

(li) When a Federal awarding agency
makes a Federal award that provides
support for conatructaon 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 transfers between the
two types of work supported.
(h) When requesting approval for

budget revisioDB, the recipient muet
use the same format for budget infor-
mation that WIl.S used in the applica-
tion. unless the Federal awaJ'dj,ngagen-
cy indicates a letter of request suffices.
(1)Within 80 calendar days from the

date of receipt of the request for budg-
et revisions. the Federal awarding
agency must review the request and
notify the recipient whether the budget
revtstons have been approved. If the re-
vision is still under consideration at
the end of 80calendar days. the Federal
awarding atrency must inform the re-
cipient in writing of the date when the
recipient may expect the decision.
['18FR 78608,Dec. 26. 2013, as amended at 79
FR 75884, Dec. 19, 2014]

§200.309 Period of perfonnaDce•
A non-Federal entity may charge to

the Federal award only allowable costs
incurred during the period of perform-
ance (except Il.S described in §200.461
Publication and printing costs) and

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

any costs incurred before the Federal
awarding agency or pass-through enti-
ty made the Federal award that were
authorized by the Federal awarding
agency or pass-through entity.
[78 FR 78608.Dec. 26, 2013, &S amended at '7S
FR 75884. Dec. 19. 0014]

PROPERTYSTANDARDS

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

minimum. provide the equivalent in-
surance coverage for real property and
equipment acquired or improved with
Federal funds Il.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
conditions of the Federal award.

1200.811 Real property.
(a) Title. Subject to the obligations

and conditions set iorth 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 wUl be
used for the orirlnally authorized pur-
pose ae Iong' Il.S needed for that purpose,
during which time the non-Federal en-
tity must not dispose of or encumber
itl! title or other interests.
(c) Di3po.rition. When real property Is

no longer needed for the originally au-
thorized purpose, the non-Federal enti-
ty must obtain disposition instructions
from the Federal awarding agency or
paslrthrough entity. Tbe .mstrucnone
must provide for one of the following
al ternatives:
(1) Retain title after compensating

the Federal awarding lLl:'eDcy.The
amount paid to the Federal awarding
agency will be computed by applying
the Federal awarding agency's percent-
age of participation in the cost of the
original purchase (and costs of any im-
provements) to the fair market value
of the property. However, in taose situ-
ations where the non-Federal entity is
disposing of real property acquired or
improved with a Federal award and ac-
Quiring replacement real property
under the same Federal award, the net
proceeds from the 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 percent-
age of part1cipation in 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 sell1il.gand fixing-up expenses.
If the Federal award has not been
closed out, the net proceeds from sale
may be offset against the original cost
of the property. When the non-Federal
entity is directed to sell property. sales
procedures must be followed that pro-
vide for competrtton to the extent
practicable and result in the highest
possible return.
(3) Transfer title to the Federal

awarding agency or to a third party
designatedlapprQved by the Federal
awarding agency. The non-Federal en-
tity is entitled to be paid an amount
calculated by applying the non-Federal
ent1ty's percentage of partic1pat10n in
the purchase of the real property (and
cost of any improvements) to the cur-
rent fair market value of the propert;)'.
[78 FR '786Oll. Dec.26. 2013, as amended at 79
FR 75884.Dec.19,2014]

t 2OO.3U FederaDy-ownecl and exempt
properly.

(a) Title to federally-owned property
rema1ns vested in the Federal Govern-
ment. The non-Federal entity must
submit annually an inventory listing of
federally-owned property in its cWitody
to the Federal awa.rding agency. Upon
completion of the Federal award or
when the property 1sno longer needed.
the non-Federal entity must report the
property to the Federal awarding agen-
cy for further Federal agency utiliza-
tion.
(b) If the Federal awardiDg 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
Federa.l a.warding agency has statutory
authority to dispose of the property by
alterna.tive methods (e.g.• the author-
1ty prov1dedby the Federal Technology
Transfer Act (15U.S.C. 3710 (1)) to do-
nate research equipment to edu-

§200.313

cationa.l and non-profit organizations
in accordance with Executive Order
12999. "Educational Technology: Ensur-
ing Opportunity for All Children in the
Next Century."). The Federal awarding
agency must issue appropriate instruc-
tions to the non-Federal entity.
(c) Exempt federally-owned property

means property acquired under a. Fed-
eral award where the Federal awarding
agency has chosen to vest title to the
property to the non-Federal entity
without further obligation to the Fed-
eral Government, based upon the ex-
plic1t terms and 'conditions of the Fed-
eral award. The Federal awa.rding agen-
cy may exercise this option when stat-
utory authority exists. Absent statu-
tory authority and specifiC terme 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. 2013, as amended at 79
FR 75884.Dec.19. 2014]

t 200.919 Equipment.
See also §200.439 Equipment and

other capital expenditures.
(a) Title. Subject to the obliga.tions

and conditions set forth in this seotton,
title to equipment acquired under a
Federal award will vest upon a.cqulBi-
tion in the non-Federal entity. Unless
a. statute specifioally a.uthorizes the
Federal agency to vest title in the non-
Federal entity without further obliga-
tion to the Federal Government, and
the Federal agency elects to do 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 project during the
period of performance. or until the
property is no longer needed for 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 d1spose of the property in

accordance with paragraphs (b). (0) and
(e) of this section.
(b) A state must use, manage and dis-

pose of equipment acquired under a
Federal award by the state in accord-
ance w1th 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 eqntp-
ment may be used in other activities
supported by the Federal awarding
agency, in the following order of pri-
ority:
(1) Activities under a Federal award

from the Federal awarding agency
which funded the original program or
project, then
(il) Activities under Federal awards

from other Federal awarding agencies.
This includes consolidated 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 ac-
quired. First preference for other use
must be given to other programs or
projeots supported by Federal awa.rding
agency that 11nanced the equipment
and second preference must be given to
programs or projects under Federal
awards from other Federal awarding
agencies. Use for non-federally-funded
programs or projects is atao permis-
sible. User fees should be considered if
appropriate.
(3) Notwithstanding the encourage-

ment in §200.807 Program income to
earn program income, the non-Federal
entity must not use equipment ac-
quired with the Federal award to pro-
vide services for a fee that is less than
private companies oharge for equiva-
lent services unless specifically author-
ized by Federal statute for as long as
the Federal Government retains an in-
terest in the equipmsnt.
(4) When acquiring replacement

equipment, the non-Federal entity may

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

use the equipment to be replaced as a
trade-in or sell the property and use
the prooeeds to offset the cost of the
replacement property.
(d) Management 'requirements. Prooe-

dures for managing equipment (includ-
ing replacement equipment), whether
acquired in whole or in part under a
Federal award, until dispOsition takes
place will, as a minimum, meet the fol-
lowing requirements:
(1) Property records mUBtbe main-

t&ined that include a description of the
property, a serial number or other
tdenti11cation number, the source of
funding for the property (including the
FAIN), who holds title, th'e acquisition
date, and cost of the property. percent-
age of Federal pa.rtici:pation in the
project costs for the Federal award
under which the property was acquired,
the location, use and condition of the
property, and any ultimate disposition
data including the date of disposa.l 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 a.t
least once every two years.
(3) A control system must be devel-

oped to ensure adequate safeguards to
prevent loss, damage. or theft of the
property. Any loss, damage, or theft
must be investigated.
(4)Adequate maintenance procedures

must be developed to keep the property
in good condition.
(5) If the non-Federal entity i8 au-

thorized or required to IIell the prop-
erty, proper sales procedures must be
established to ensure the highest pos-
sible return.
(e) Disposition. When original or re-

placement equipment acquired under a
Federal award is no longer needed for
the or1g1na.lproject or program or for
other activities currently or previously
supported by a Federal awarding agen-
cy, except as otherwise provided in
Federal statutes, regulations. or Fed-
eral awarding agency disposition in-
structions, the non-Federal entity
must request disposition instructions
from the Federal awa.rd1ng agency if
required by the terms and conditions of
the Federal awa.rd. Disposition of the
equipment will be made as follows, in
accordance with Federal awarding
agency disposition instructions:
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(1)Items of equipment with a current
per unit fair market value of $5,000or
less ma.ybe retained, sold or otherwise
disposed of with no f'urther 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 w:ithin 120
days, items of equipment with a cur-
rent per-unit fair-market value in ex-
cess 01' $5,000may be retained by the
non-Federal entity or sold. The Federal
awarding agency is entitled to an
amount calculated by multiplying the
current market value or proceeds from
sale by the Federa.l awarding agency's
peroentage 01' participation in the cost
of the original purcha.8e. If the equip-
ment Is sold, the Federal awarding
agenoy may permit the non-Federal en-
tity to deduct and retain from the Fed-
eral share $500or 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 oompensation for its attrib-
utable percentage of the current fair
market value of the property.
(4) In casell where a non-Federal enti-

ty fails to take appropriate disposition
actions, the Federal awarding agency
may direct the non-Federal entity to
take disposition actions.
[78 FR 71l608,Dec. 26, 2018, as amended at 79
FR 75184, Dec. 19, 2014]

1200.S14 Suppliee.
See also §200.453Materials and sup-

plies costs, including costs 01' 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-

§2OO.315

puted in the same manner as for equip-
ment. See §200.313Equipment, para-
graph (eX2)for the calculation method-
ology.
(b) As long as the Federal Govern-

ment retains an interest in the sup-
plies, the non-Federal entity must not
use supplies acquired under a Federal
award to provide services to other or-
ganizations for a fee that 1s less than
private companies charge for equiva.-
lent services, unless speoifically au-
thorized by Federal statute.

f 200.315 IntaDlPDle 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 Cor the originally-authorized
purpose. and must not encumber the
property without approval oC the Fed-
eral awarding agency. When no longer
needed 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 is subject to copy-
right and was developed. or for which
ownership was acquired, under a Fed-
eral award. The Federal a.warding agen-
cy reserves a royalty-free, nonexclu-
sive and irrevocable right to reproduce,
publiBh. or otherwise use the work for
Federal purposes, and to authorize oth-
ers to do so.
(c) The non-Federal entity is subject

to applicable regulatiOns governing
patents and inventions. including gov-
ernmentwide re8'Ulations issued by the
Department of Commerce a.t 3'1 CFR
Part 401, "Rights to Inventions Made
by Nonprofit Organizations and Small
Business Firms Under Government
Awards, Contracts and Cooperative
Agreements .•.
(d) The Federal Government has the

right to;
(1) Obtain. reproduce, publ1sh. or oth-

erwise use the data produced under a
Federa.laward; and
(2)Authorize others to receive, repro-

duce, publfsh, or otherwise use such
data for Federal purposes.
(e) Freedom of Information Act

(FOIA).
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(1) In response to a Freedom of Infor-
mation Act (FOIA) request for research
data relating to published research
findings produced under a Federal
award that were used by the Federal
Government in developing" an agency
action that has the force a.nd effect of
law, the Federal a.wa.rdingagency must
request, a.nd the non-Pederal entity
must provide, within a reasonable
time, the research data so that they
can be made available to the public
through the procedures established
under the FOlA. If the FederaJ award-
ing agency obtatns the research data
solely in response to a FOIA request,
the Federal awarding agency may
charge the requester a reasonable fee
equaling the full incremental cost of
obtaining the research data. This fee
should reDect costs incurred by the
Federal agency a.ndthe non-Federal en-
tity. This fee 1s in addition to any fees
the Federal awarding agency may as-
sess under the FOIA (5 U.S.C.
552(a){4XA».

(2) Published research findings means
when:

(i) Research findings are published in
a peer-reviewed sc1entific or techn1caJ
journal; or

(11)A Federal agency publicly and of-
ficially cites the research findings in
support of an agency action that has
the force and effect of law. "Used by
the Federal Government in developing
a.n agency aotion that has the force a.nd
effect of law" is defined B.S when an
agency publicly a.nd omcially cites the
research findings in support of an agen-
cy action that hs.s the force and effect
of law.

(8) Research data means the recorded
factua.l ma.teria.l commonly accepted in
the scientifio community as neoessary
to validate research f1nd1ngs, but not
any of the following: preliminary anal-
yses, drafts of scientti'lc papers, pla.ns
for future resea.rch. peer reviews, or
communtcatdons with colleagues. This
"recorded" ma.terial exoludes physical
objects (e.g., laboratory samples). Re-
search data also do not include:

(i) Trade secrets, commercial infor-
mation, materials necessary to be held
confidential by a researcher until they
are published, or similar information
which is protected under law; and

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

(11) Personnel and medicaJ informa-
tion a.nd similar information the dis-
closure of which would constitute a
clearly unwa.rra.nted invasion of per-
sonal privacy, such B.S informa.tlon that
could be uBed to identify a. particular
person in a research study.
['18 FR 78608, Dec. 26, 2013. &8 amended at 79
FR 75884. Dec.19. 2014]

§200.316 Property trust re1atioDBhip.
Real property. equipment, and intan-

gible property, that are a.cquired or im-
proved with a Federal award must be
held in trust by the non-Federal entity
as trustee for the beneficiaries of the
project or program under which the
property was acquired or improved.
The Federal awarding a.gency may re-
QUire the non-Federal entity to record
liens or other appropriate notices of
record to ind1cate that personal or real
property has been a.cquired or improved
with a Federal award and that use and
disposition conditions apply to the
property.

PROCUREMENT STANDARDS

§200.317 Pzocuremenu by lItatea.
When procuring property and serv-

ices under a Federal a.ward, a. state
must follow the same polioies and pro-
cedures it uses for procurements !rom
its non-Federal funds. The state will
comply with §200.822Procurement of
recovered materials and ensure that
every purohs.se order or other contract
Includes any clauses required by sec-
tion §200.826Contract provisions. All
other non-Federal entities, including
subrecipients of a state, will follow
11200.318General proourement stand-
ards through 200.826 Contract provi-
sions.

§200.318 General procurement .tand-
ards.

(a) The non-FederaJ entity must use
its own documented procurement pro-
cedures which reflect applicable State,
locaJ, and tribal la.ws and regulations,
provided that the procurements con-
form to applicable Federal law and the
standards identified in this part.

(b) Non-Federal entrttes must main-
tain oversight to ensure that contrac-
tors perform in accordance with the
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terms, conditions, and specifications of
their contracts or purchaee 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 in the selectaon, 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
a.pparent conflict of interest. Such a
conflict of interest would arlse when
the employee, offIcer, or agent, any
member of his or her immediate fam-
ily. hill or her partner. or an organiza.-
tion which employs or is about to em-
ploy any of the partIes indicated here-
in. has a financial or other interest in
or a ta.ng1ble personal benefit from a
firm considered for a contract. The of-
ficers, employees. and agents of the
non-Federal entity may neither solicit
nor accept gratuities. favors, or any-
thing of monetary value from contrao-
tors or part1es to subcontracts. How-
ever. non-Federal entities may set
standards for s1tuations in which the
flnanc1al interest is not substantial or
the gift Is an unsoliolted item of nomi-
nal value. The standards of conduct
must provide for disciplinary actions
to be applied for violations of such
standards by omcers, employees. or
agents of the non-Federal entity.

(2) 1f the non-Federal entity has a
parent, affiliate, or subsidiary organi-
zation that is not a state. local govern-
ment, or Indian tribe, the non-Federal
entity must alllo maintain written
standards of conduct covering organi-
zational confliCts of interest. Organiza-
tional conflicts of interest means that
beca.use of relationships with a parent
company, affiliate. or subsidiary orga-
nization, the non-Federal entity is un-
able or appears to be unable to be im-
partial in conducting a procurement
action involving a related organiza-
tion.

(d) The non-Federal entity's proce-
dures must avoid acquis1tion of unnec-
essary or duplicative items. Consider-
ation should be given to consolidating
or breaking out procurements to ob-
tain a more economical purchase.
Where appropriate, an analysis will be
made of lease versus purchase alter-

§2oo.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 sta.te and local inter-
governmental agreements or inter-en-
tlty agreements where appropriate for
procurement or use of common or
shared goods and services.

(f) The non-Federal entity is enoour-
aged to use Federal excess and surplus
property in lieu of purchasing new
equJpment and property whenever such
use is feasible and reduces project
costs.

(g) The non-Federal entity is encour-
aged to use va.lue engineering clauses
in contraots for construction projects
01 sufficient size to offer reasonable op-
portunIties for cost reductions. Value
engineering is a systematic and cre-
ative analysis of each contract item or
task to ensure that its essential rune-
tion is provided at the overall lower
cost.

(h) Tbe non-Federal entity must
award contracts only to responsible
contractors possessing the ab1l1ty to
perform successfully under the terms
and conditions of a proposed procure-
ment. Consideration will be given to
such matters as oontraotor integrity,
compliance with public pollcy, record
of past performance, and financial and
technical resources. Bee also §200.212
Suspension and debarment.

(1) The non-Federal entity must
maintain records sufficient to detail
the history of procurement. Theee
records will include, but are not nee-
essar:lly limited to the following: ra-
tionale for the method 01procurement,
selection of contract type, oontractor
selection or rejection, and the basis for
the oontract price.

(j)(l) The non-Federal entity may use
8. time and materials type contract
only after a determinatton that no
other contract 1s suitable and if the
contract includes a ce1l1ng price that
the contractor exceeds at its own risk.
Time and materiale type con tract
means a contract whose cost to a nOD-
Federal entity is the Bumof:

(1) The actual cost of materials; and
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(ii) Direct labor hours charged at
rued hourly ra.tes that reflect wages,
general and administrative expenses.
and profit.

(2) Since this formula generates an
open-ended contract price, a time-and-
materials contract provides no positive
profit incentive to the contractor for
cost control or labor efficiency. There-
fore, each contract must Bet a ceiling
price that the contractor esceeds at Ita
own risk. Further, the non-Federal en-
tity awarding such a contract must as-
sert a high degree of oversight in order
to obtain rea.sonable &SS1lranoethat
the contractor is using efficient meth-
ods and effective cost controls.

(k) The non-Federal entity alone
must be respon.sible, in accordance
with good adm1n1strative praotice and
sound busiaess judgment, for the set-
tlement of all contractual and a.dmin1s-
tratlve Issues arising out of procure-
ments. These tssuee include, but are
not limited to, source evaluation, pro-
tests, disputes, and claims. These
standards do not relieve the non-Fed-
eral entity of any contractual respon-
sibilities under Its contracts. The Fed-
eral awarding agency will not sub-
stitute its judgment for that of the
non-Federal entity unless the matter is
primarily a Federal concern. Viola-
tions of law will be referred to the
local, state, or Federal authority hav-
ing proper jurisd1ction.
[78 FR 78608,Dec. 26, 2013. &8 amended at 79
FR 76884.Dec. 19, 2014]

§200.3111 CompetitioD.

(a) All procurement tran.sactions
must be conduoted in a manner pro-
viding full and open competit1on con-
sistent with the standards of this sec-
tion. In order to ensure objective con-
tractor performance and eliminate un-
fair competitive advantage, contrac-
tors that develop or draft specifica-
tions, requirements, statements of
work, or invitations for bids or re-
quests for proposals must be excluded
from oompeting for such procurements.
Some of the situations considered to be
restriotive of competition inolude but
are not limited to:

(1) Placing unreasonable require-
ments on finns in order for them to
qualify to do business;

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

(2) Requiring unDeCeBB&ryexper1ence
and exoeBSivebonding;

(3) Noncompetitive pricing practices
between firms or between afflliated
compames;

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

(5) Organizational con111ctsof inter-
est;

(6) Speoifying only a "brand name"
produot in.ste&dof allowing "an equal"
produot to be offered and describ1ng
the performance or other relevant re-
quirements of the procurement; and

(7) Any arbitrary action in the pro-
ourement prooees.

(b) The non-Federal entity must con-
duct procurements in a manner that
proh1b1ts the use of statutorily or ad-
min1stratively imposed state, local, or
tribal geographical preferences in the
ev.aluation of bids or proposals, except
in those cases where applicable Federal
statutes expreBBlymandate or encour-
age geographiC preference. Nothing in
thi8 section preempts state licensing
laws. When contracting for arohitec-
tural and eng1neering (AfE) services,
geographic location may be a seleotion
criterion provided its application
leaves an appropriate number of quali-
fied firms, given the nature and size of
the project, to compete for the con-
tract.

(0) The non-Federal entity must have
written procedures for procurement
transactions. These procedures must
ensure that all eolicitatione:

(1) Inoorporate a clear and accurate
desoription of the technical require-
mente for the material, product, or
service to be procured. Such descrip-
tion must not, In compet1tive procure-
ments, oontain features which unduly
restrict oompetition. The desoription
may inolude a statement or the quali-
tative nature or the material, product
or eervice to be prooured and, when
necessary, must set forth those min-
imum essential oharaoteristics and
standards to which it must oonform if
it is to eatisfy its intended use. De-
tailed produot specificationB should be
avoided if a.t all possible. When it Is
impractical or uneconomical to make a
clear and accurate description of the
technical requirements. a "brand name
or equivalent" descr1ption may be used
as a means to deane the performanoe
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or other salient requirements of pro-
curement. The llJl8Cificfeatures of the
named brand which must be met by of-
fers must be clearly stated; and
(2) Identify all requirements which

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

sure that all prequalified lists of per-
sons. flrmB. or products which are used
in acquiring goods and services are cur-
rent and include enough qualified
sources to ensure maximum open and
free competition. Also, the non-Federal
entity must not preclude potential bid-
ders from qualifying during the solici-
tation period.
['18 FR 78608, Dec. 26, 2013. a.samended at 79
FR 76885,Dec. 19. 2014]

§200.810 Methods of procurement to
. be followed.
The non-Federal entity must use one

of the follOwing methods of procure-
ment.
(a) Procurement by micro-purchases,

Procurement by micro-purchase is the
acquisition of supplies or services, the
aggregate dollar amount of which does
not ~xoeed the micro-purchase thresh-
old (§200.67 Micro-purchase). To the ex-
tent practicable. the non-Federal enti-
ty must distribute micro-purchases eq-
uitably among qualified suppliers.
Micro-purchases may be awarded with-
out soliciting competitive quotations if
ths non-Federal entity considers the
price to be reasonable.
(b) Procurement by small purchase

procedures. Small purchase procedures
are those relatively simple and infor-
mal procurement methods ror 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 from
an adequate number of qualified
eources,
(c) Procurement by sealed bids (for-

mal advertising). Bids are publicly so-
liCited and a firm fixed price contract
(lump sum or unit price) is awarded to
the responsible bidder whose bid. con-
forming with all the material terms
and conditions of the invitation for
bids. is the lowest in price. The sealed
bid method 1s the preferred method ror

§2oo.320

procuring construction. if the condi-
tions in paragraph (c)(l) of this seotaon
apply.
(1) In order for sea.led bidding to be

feaaible, the following conditions
should be present:
(i) A complete. adequate. and real-

istic specification or purchase descrip-
tion is available;
(1i) Two or more responsible bidders

are willing and able to compete effec-
tively for the business; and
(111)The procurement lends itself to a

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

lowing requirements apply:
(1) Bide must be solicited from an

adequate number of known suppliers,
providing them sufficient response
time prior to the date set for opening
the bids, for etate, local. and tribal
governments, the invitation for bids
must be publically advertised;
(ii) The invitation for bids. which

wllI include any specifIcations and per-
tinent attachments, must define the
items or services in order for the bidder
to properly respond;
(11i)All bids will be opened at the

time and place prescribed in the invita-
tion for bids. and for local and tribal
governments. the bids must be opened
publicly;
(iv) A firm thed price oontract award

w1ll be made in writing to the lowest
responsive and responsible bidder.
Where specified in bidding documents,
factors such as discounts. transpor-
tation cost. and life cycle oosts must
be considered in determining which bid
is lowest. Payment discounts will only
be used to determine the low bid when
prior experience indicates that such
discounts are usua.lly taken advantage
of; and
(v) Any or all bids may be rejected if

there is a sound documented reason.
(d) Procurement by competitive pro-

posals. Tbe technique of competitive
proposals Is normally conducted with
more than one source submItting an
offer. and erther a fixed price or cost-
reimbursement type contract is award-
ed. It Is generally used when conditions
are not a.ppropriate 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
publ1clzed and Identify all evaluation
factors and their relative Importance.
Any response to publicized requests for
proposals must be considered to the
maximum extent practical;
(2) Proposals must be solicited from

an adequate number of qualified
sources;
(8) The non-Federal entity must have

a written method for conducting tech-
nical evaluations of the proposals re-
ceived and for selecting reoiplents;
(4) Contracts must be awarded to the

responsible firm whose propos&l Is
most advantageous to the program,
with price and other factors consid-
ered; and
(5) The non-Federal entity may use

competitive propoea.l procedures for
qualifications-based procurement of ar-
chitecturalJengineering (AlE) profes-
sional eervices whereby competitors'
qualifications 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 purchase other types
of services though AlE firms are a po-
tential source to perform the proposed
effort.
(e) [Reserved]
(f) Procurement by noncompetitive

proposals. Procurement by non-
competitive proposa.ls 18 procurement
through solicitation of a proposal from
only one source and may be used only
when one or more of the following otr-
cumstances apply:
(1) The item Is available only from a

single source;
(2) The public exigency or emergency

for the requirement will not permit a
delay reeultlng from competitive solic-
Itation;
(3) The Federal awarding agency or

pass-through entity expressly author-
izes noncompetitive proposals In re-
sponse toa written request from the
non-Federal entity; or
(4) After solicitation of a number of

sources, competition Is determined in-
adequa.te.
[78 FR 78608, Dec. 26, 2013, a.s &.mended a.t 79
FR 75885, Dec. 19, 2014)

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

f JOOJI21Contracting with lIIIlall and
minority bulJiD~ women'. butJi-
nelll enterpri.., and labor AU'plw;
areafirmll.

(a) The non-Federal entity must take
all necessary affirmative steps to as-
sure that minority bustneeees, women's
business enterprises, 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 sol1cltatlon lists;
(2)Assuring that small and minority

bustnesses, and women's business en-
terprises are solicited whenever they
are potential souroes;
(3)Dividing total requirements, when

economica.lly feasible, into smaller
tasks or quantities to permit max-
imum partiCipation by small and mi-
nority businesses, and women's busi-
ness enterprises;
(4) Establ1sh1ng 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 organizatiOns as
the Small Business Administration and
the Minority Business Development
Agency of the Department of Com-
merce; and
(6)Requiring the prime contractor, if

subcontracta are to be let, to take the
a.ffirmative steps listed In paragraphs
(1) through (5)of this section.

§200.822 Procurement of recovered
materials.

A non-Federal entity tha.t is a. state
agenoy or agency of a political subdivi-
sion of a state and its contractors must
comply with section 6002of the Solid
Waste Dispoea.lAct, a.samended by the
Resource Conservation and Recovery
Act. The requirements of Section 6002
include procuring only items des-
Ignated in guidelines of the Environ-
mental Protection Agency (EPA) at 40
CFR part 247 that contain the highest
percentage of recovered ma.terials prac-
ticable, consistent with maintaining a
satisfactory level of competition,
where the purchase price of the item
exceeds $10,000 or the va.lue of the
quantity acquired during the preceding
fisca.l yea.r exceeded 110,000;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
Ident1f1edin the EPA guidelines.
['18 FR 78608. Dec. 26. 2013. &8 &mended at 79
FR 76885.Dec.19.2014]

j 200.323 ContTact cost and price.
(a) The non-Federal entity must per-

form a cost or price ana.lysis in connec-
tion with every procurement aot1on in
excess of the S1mpl1ned AcquisItion
Threshold including contract modifica-
tions. The method and degree of anal-
ysis is dependent on the facts sur-
round1ng 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-Federa.l entity must ne-

gotiate profit as a separate element of
the price for each contract in which
there is no prioe competition and in a.ll
cases where cost analysis 1s performed.
To establish a fair and reasona.ble prof-
it, consideration must be given to the
complexity of the work to be per-
formed, the risk borne by the con-
tractor, the contractor's investment,
the amount of subcontracting, the
qua.lity of its record of past perform-
ance, and industry profit rates in the
surrounding geographical area for
s1mUarwork.
(c) Costs or prices based on estimated

costs for contracts under the Federal
award are allowable only to the extent
that costs incurred or cost estimates
included in negotia.ted prices would be
allowable for the non-Federal entity
under Subpart E-Cost Principles of
this part. The non-Federal entity may
reference its own cost principles that
comply with the Federal cost prin-
ciples.
(d) The cost plus a percentage of cost

and percentage of construction cost
methods of contracting must not be
used.

§ 200.824 Federal aw~ agency or
pan-through entity reVIew.

(a) The non-Federal entity must
make ava1lable, upon request of the
Federa.l awarding agency or pass-
through entity, technical specinca-

§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 1s the one being proposed
for acquisition. Tb1s review generally
will take place prior to the time the
specification is incorporated into a so-
lioitation dooument. However. if the
non-Federal ent1ty desires to have the
review accomplished after a solicita-
tion has been developed, the Federal
awarding agency or pass-through enti-
ty may still review the specifica.tions,
with such review usually limited to the
technical aspects of the proposed pur-
ohase.
(b) The non-Federa.l entity must

make available upon request, for the
Federal awarding agency or pass-
through entity pre-procurement re-
view, procurement documents, such as
requests for proposa.ls or invitations
for bids, or independent cost estimates,
when:
(1) The non-Federal entity's procure-

ment procedures or operation faUs to
oomply with the procurement stand-
ards in this part;
(2) The procurement is expected to

exceed the S1mpl1f1ed Acquisition
Threshold and is to be awarded without
competitIon or only one bid or offer Is
received in response to a solicitation;
(3) The proourement, whioh is ex-

pected to exceed the Simplified Acqui-
sition Threshold, speoifies a "brand
name" product;
(4) The proposed contract is more

than the Simplined AcquiSition
Threshold and is to be awarded to
other than the apparent low bidder
under a sealed bid procurement; or
(5) A proposed contract modificat1on

changes the scope of a contract or in-
creases the contract amount by more
than the Simpl1f1ed Acquisition
Threshold.
(c) The non-Federal entity is exempt

from the pre-procurement review in
paragraph (b) of this section if the Fed-
eral awarding agency or pass-through
entity determines that its procurement
systems comply with the standards of
this part.
(1) The non-Federal entity may re-

quest that its procurement system be
reviewed by the Federal awarding
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agency or paes-througb entity to deter-
mine wbether its system meets these
standards in order for its system to be
certified. Generally, these reviews
must occur where tbere is continuous
high-dollar funding, and third party
contracts are awarded on a regular
ba.eis;
(2) Tbe non-Federal entity may self-

certify its procurement system. Sucb
self-(lertification must not limit the
Federal awarding agency's right to sur-
vey the system. Under a self-(lert1f1-
cation procedure, the Federal awarding
agenoy !!l!!.yrely on written aaeurancee
from the non-Federal entity that it is
oomplying with tbese standards. Tbe
non-Federal entity must cite specific
policies, procedures, regulations, or
standards &8being in compliance with
these requirements and have its system
available for review. .

§200.825 Bonding requirementa.
For construction or faoility improve-

ment contracts or subcontracts exceed-
ing the Simplified Acquisition Thresh-
old, tbe Federal award1ng agency or
pass-through entity may accept the
bonding policy and requirements of the
non-Federal entity provided that the
Federal awarding agency or pass-
through entity has made a determina-
tion that the Federal interest is alle-
quately protected. If sucb a determina.-
tion h&8not been made, the minimum
requirements must be as follows:
(a) A bid guarantee from eacb bidder

equivalent to f1ve percent of tbe bid
price. Tbe "bid guarantee" must con-
sist of a f1rm commitment sucb &8a
bid bond, certified cbeck, or other ne-
gotiable instrument accompanying a
bid &8a.ssurance that the bidder will,
upon acceptance of the bid, execute
sucb contractual documents as may be
required within the time spec1f1ed.
(b) A performance bond on the part of

the contractor for 100 percent of the
contract price. A "performance bond"
is one executed in connection witb a
contract to secure fulfillment of all the
contractor's obligations under such
contract.
(c) A payment bond on the part of the

contractor for 100 percent of the con-
tract price. A "payment bond" is one
executed in connection with a contract
to assure payment as required by law

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

of all persons supplying labor and ma-
terial in the execution of the work pro-
vided for in the contract.

1200.326 CoDtract providolUi.
The non-Federal entity's contracts

must contain the applicable provisions
described in Appendix II to Part 200-
Contract Provisions for non-Federal
Entity Contracts Under Federal
Awards.

PBRlI'ORHANCE AND FmANOIAL
MOJo.'lTORING AIm REPORTING

§200.327 Fbumcla1 reportiDg.
Unle88 otherwise approved by OMB,

the Federal awarding agency may so-
licit only the Btand~, OMB-approved
governmentw1de data elements for col-
lection of Dnancial information (at
time of publication the Federal Finan-
cial Report or such future collections
as may be approved by OMBand liBted
on the OMB Web site). Tbis informa-
tion mu.st be coUected with the fre-
quency required by the terms and con-
ditions of the Federal award, but no
less frequently than annually nor more
frequently than Quarterly except in un-
u.su.al circumstances, for example
where more frequent reporting Is nec-
essary for the effective monitoring of
the Federal award or could signifi-
cantly affeot program outcomes, and
preferably in coord1nation with per-
formance reporting.

200.328 MoDiioriDe and reporting pro-
IP'lUD perfOrmaDC6.

(a) MonItoring b1I the non-Peaemt enti-
ty. The non-Federal entity is respon-
sible Cor oversight of the operattons of
the Federal award supportsd activities.
Tbe non-Federal entity must mon1tor
its activities under Federal a.wards to
assure compliance with applicable Fed-
eral requlrementll and performance ex-
pectations are being achieved. Moni-
toring by the non-Federal entity must
cover eacb program, function or activ-
ity. See also §200.331Requirements for
pass-through entities.
(b) Non-construction performance re-

POTts. Tbe Federal" awarding agency
must UBestandard, OMB-approveddata
elements for collection of performance
informa.tion (including performance
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progress reports, Research Perform-
a.nce Progress Report, or such future
collectrons as may be approved by OMB
a.ndlisted on the OMB Web s1te).
(l) The non-Federal ent1ty must sub-

mit performance reports at the inter-
val required by the Federal awarding
agency or pa.ss-through entity to best
inform improvements in program out-
comes and productiv1ty. Intervals must
be no less frequent tha.n annually nor
more frequent than quarterly except in
unusual circumstances, for example
where more frequent reporting is nee-
essa.!1' for the effective monitoring of
the Federa.} award or could signifi-
cantly a.ffect program outcomes. An-
nual reports must be due 90 calendar
days after the reporting period; quar-
terly or semiannual reports must be
due 30 calendar days after the report-
ing period. Alternatively, the Federal
awarding agency or pas~througb 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 performa.nce end
date. If a just1!1ed request 18submitted
by a non-Federal entity, the Federal
agency may extend the due date for
any performa.nce report.
(2) The non-Federal entity must sub-

mit performance reporte using OMB-
approved governmentwide sta.ndard in-
formation oollections when providing
performa.nce information. As appro-
priate in accordance with above men-
tioned information collect1ons, these
reports will contain, for each Federal
award, brief information on the fol-
lowing unless other collections are ap-
proved by OMB:
(1) A comparison of actual 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
w1l1 be useful. Where performance
trend data a.nd analysiB would be in-
formative to the Federal awarding
agency program, the Federal awarding
agency should include this as a per-
formance reporting requirement.
(i1) The reasons why established

goals were not met, if appropriate.

§2oo.329

(iii) Additional pertinent information
including, when appropriate, analysis
and explanation of cost overruns or
high unit costs.
(c) C0718tTuction performance reports.

For the most part, onsite technica.l in-
spections a.nd certtned percentage of
completion data are relied on hea.v1ly
by Federal awarding agencies and pass-
through entities to monitor progress
under Federal awards and subawards
ror construction. The Federal awarding
agency may require additional per-
forma.nce reports only when considered
necessary .
(d) Significant developments. Events

may occur between the scheduled per-
formance reporting dates that have sig-
nificant impact upon the supported ac-
tivity. In such cases, the non-Federal
entity must inform the Federal award-
ing agency or pass-through entity as
Boon as the following types or condi-
tions become kaown:
(1) Problems, delays, or adverse con-

ditions 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 situat1on.
(2)Favorable developments which en-

able meeting time schedules and objec-
tives sooner or at less cost than antici-
pated or producing more or different
beneftcial results than originally
planned.
(e) The Federal awarding agency may

make site v1sits as warranted by pro-
gram needs.

(f) The Federal awarding agency may
waive any performance report required
by this part if not needed.

§200.829 Reporting on real property.
The Federa.l awarding agency or pass-

through entity must require IL non-Fed-
eral entity to submit reports at least
annually on the status of real property
in wlnch the Federal Government re-
tains an interest, untess the Federal In-
terest in the real property extends 15
years or longer. In those instances
where the Federal interest attached is
for a period of 15 years or more, the
Federal awarding agency or pase-
through entity, at its option, ma.y re-
qu1re 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 & 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 s.nd thereafter re-
quire reporting every five years).

SUBRECIPIENT MONn'ORING AND
MANAGDlENT

§200.330 Subrec:ipient and contractor
determinations.

The non-Federal entity may concur-
rently receive Federal Itwa.rdsas a re-
cipient, a subreoipient, s.nd a con-
tractor, depending on the substance of
1ts ~reements with Federal award1ng
~encies s.nd pass-through entities.
Therefore, a pass-through entity must
make ca.ee-by-ca.se determinations
whether each agreement it makes for
the disbursement of Federal program
funds casts the party receiving the
funds in the role of a subrecipient or a
contractor. The Federal awarding
agency may supply and require recip1-
ents to comply with additional guid-
ance to support these determinations
provided such gutds.noe does not con-
flict with this section.
(a) Subreciptents. A subaward is for

the purpose of oa.rry1ngout a portion of
a Federal award and creates 8. Federal
assistance relationship with the sub-
recipient. See 1200.92 Subaward. Cha.r-
acter1st1cs which support the cl&881-
fication of the non-Federal entity as a
subrec1p1ent include when the non-Fed-
eral entity:
(1) Determines who 1s eligible to re-

ceive what Federal aBSistance;
(2) Has its performs.nce measured in

relation to whether objectives of a Fed-
eral program were met;
(3) Has responsib1l1ty for pro-

gra.mmatlc decision making;
(4) Is responsible for adherence to ap-

plicable Federal program requirements
speoified in the Federal award; s.nd
(5) In accordance with Its agreement,

uses the Federal.funds to carry out a
program for a public purpose Ilpecified
in authorizing statute, as opposed to
providing goods or services for the ben-
efit of the pass-through entity.
(b) Contractors. A contract is for the

purpose of obtaining goods and services
for the non-Federal entity's own use

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

and creates a procurement relationebip
with the contractor. See 1200.22 Con-
tract. Characteristics 1ndicative of a
procurement relationship between the
non-Federal entity and a contractor
are when the non-Federal entity re-
ceiving the Federal funds:

(1) Provides the goods and services
within normal business operations;

(2) Provides simUar goods or services
to many different purcba.8ers;

(3) Normally operates in a competi-
tive environment;
(4) Provides goods or services that

are a.nC1ll2...•·y to the operation of the
Federal program; s.nd
(6) Is not subject to compliance re-

quirements of the Federal program as a
result of the agreement, though s1milar
requirements may apply for other rea-
sons.

(c) Use of judgment in making aeter-
mination. In determining whether an
agreement between a pass-through en-
tity and another non-Federal entity
casts the la.tter as a subrecipient or a
contractor, the substance of the rela-
tiOnship is more important than the
form of the agreement. All of the char-
acteristics listed above may not be
present in all cases, and the pass-
through entity must use judgment in
classifying each ~ement a.s a
subaward or a proourement contract.

1200.831 Requirements for pa8II-
through entitles.

All pass-through entities must:
(a) Ensure that every subaward Is

clearly identified to the subrecipient as
a subaward and includes the following
information &t the time of the
suba.ward and if a.ny of these data ele-
ments change, include the changes in
subsequent subaward modification.
When some of tb1s information is not
ava.11able, the pass-through entity
must provide the best information
ava1lable to describe the Federal award
and subaward. Required information
includes:
(1)Federal Award Identification.
(i) Subrecipient name (which must

match the name associated with its
unique entity identifier);
(11) Subreclpient's unique entity

identifier;
(iii) Federal Awa.rd Identification

Number (FAIN);
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(iv) Federal Award Da.te (see 1200.89
Federal award date);
(v) Subaward Period of Performa.noe

Start a.ndEnd Date;
(vi) Amount of Federal Funds Obli-

gated by this action;
(v11)Total Amount of Federal Funds

Obltga.tedto the subreoipient;
(v111)Total Amount of the Federal

Award;
(ix) Federal award projeot desorip-

tion, as required to be responsive to
the Federal Funding Aocounta.b1l1ty
a.ndTran.!!pa.rencyAot (FFATA);
(x)Na.meof Federaj a.warding agency,

paIlII-throughentity, a.ndcontact infor-
mation for awarding offIoial,
(xi) CFDA Number and Name; the

paBIl-through entity must identify the
dollar amount ma.de available under
each Federal award and the CFDA
number at time of disbursement;
(xli) Identification of whether the

award is R&D;and
(xiii) Indirect cost ra.te for the Fed-

eral a.ward (including if the de minimis
rate is charged per §200.414Indireot
(F&A)costs).
(2) All requirements imposed by the

pass-through entity on the Bub-
recipient so that the Federal award is
used in accordance with Federal stat-
utes. regula.tions and the terms and
conditions of the Federal aWlU'd.
(8)Any a.dditional requirements that

the pass-through entity Imposes on the
subrecipient in order Cor the pass-
through entity to meet its own respon-
sibility to the Federal awarding agency
including identification of any required
flnancial and performance reports;
(4) An approved Cederally recognized

indirect cost rate negotiated between
the subrecip1ent and the Federa.l Gov-
ernment or, if no such rate exists, ei-
ther a rate negotla.ted between the
pass-through entity and the sub-
recipient (in compliance with this
part), or a de mtnimts indirect cost
rate as de11ned in §200.414 Indirect
(F&A) costs. paragraph (0 of this part.
(5) A requirement tha.t the sub-

recipient permit the pass-through enti-
ty and auditors to have access to the
subrecipient's records and financial
statements as necessary for the pass-
through entity to meet the require-
ments of this part; and

§2oo.331

(6) Appropriate terms and conditions
concerning closeout of the Bubaward.
(b) Evaluate each subrecipient's risk

of noncomplia.nce with Federal stat-
utes, regulatiOns, and the terms and
conditions oC the subaward for purposes
of determining the appropriate sub-
recipient monitoring described in para.-
graphs (d) a.nd(e) of this section, wbich
may include consideration of such fac-
tors as:
(1) Tbe subrecipient's prior experi-

ence with the same or similar sub-
awarde;
(2) Tbe results of previous audits In-

cluding whether or not the Bub-
recipient receives a Single Audit In ac-
corda.nce with Subpart F-Audlt Re-
quirements of this part, and the extent
to which the same or similar subaward
has been audited as a major program;
(8) Whether the subrectptent has new

personnel or new or substantially
changedsysterns;and
(4) Tbe extent and results of FederaJ

awarding agency monitOring (e.g., if
the subreclpient also receives Federa.l
awards directly tram a Federal award-
ing agency).
(c) Consider imposing specific

subaward conditions upon a sub-
recipient if appropriate as described in
§200.207Spec11lcconditions.
(d) Monitor the activities of the sub-

recipient 8S necessary to ensure that
the subaward is used ror a.uthorized
purposes, in compliance with Federal
statutes, regulatiOns, and the terms
and conditions of the subs.ward; a.nd
that subaward performance goals are
acbieved. Pass-through entity moni-
toring of the subrectprent must in-
clude:
(1) Reviewing financial and perform-

ance reports required by the pass-
through entity.
(2) Following-up a.nd ensuring that

the Bubreclplent takes t1mely and ap-
propriate action on all deficiencies per-
taining to the Federal award provided
to the subrecipient .from the pass-
through entity detected through au-
dits. on-site reviews, and other means.
(3) Issuing a management decision for

audit findings perts.1nlng to the Fed-
eraJ award provided to the mbrecipient
!rom the pass-through entity as re-
quired by 1200.621Ma.nagement deci-
sion.
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(e) Depending upon the pass-through
entity's assessment of risk posed by
the subrec1pient (as described in para-
gra.ph (b) of this section), the following
monitoring tools ma.y be useful for the
pass-through entity to ensure proper
accountability and compl1a.nce with
program requirements and a.chieve-
ment of performance goals:
(1) Providing subrec1plents with

training and technical assistanoe on
program-related. matters; and
(2) Perform1ng on-site reviews of the

subrecipient's progra.m opera.tions;
(3) Arranging for agreed-upon-proce-

dures engagements as deacribed in
§200.425 Audit services.
(0 Verify tha.t every subrecfjnent is

audited as required by Subpa.rt F-
Audit ReQuirements of this pa.rt when
it is expected tha.t the subreoipient's
Federa.l awards expended during the re-
spective flscal yea.r equaled or exceeded
the threshold set forth in 1200.501 Audit
requirements.
(g) Consider whether the results of

the subrecipient's audits, on-site re-
views, or other monitoring 1ndicate
conditions thAt necessita.te adjust-
ments to the pass-through entitY'B own
records.
(h) Consider taking enforcement ac-

tion against noncompliant subrecipi-
ents as deacr1bed in §200.838Remedies
for noncompliance of this pa.rt and in
progra.mregulations.
['18FR 'l86Oll,Dec. 26, lIDlS, as amended at ~9
FR '5885, Dec. 19, lIDlf]

§200.332 Fixed amoUDtlIUbaWardL
With prior written approval from the

Federa.l awa.rd.1ng agency, a pass-
through entity ma.y provide suba.wa.rds
based on fb:ed amounts up to the Sim-
plified Acquisition Threshold, provided
thAt the subawa.rds meet the require-
ments for fixed amount awa.rds in
§200.201 Use of gra.nt agreements (in-
cluding fixed amount awa.rds),coopera-
tive agreements, and contracts.

RECORD RETENTION AND ACCESS

§ 200.333 Retention requireuumtll for
recorda.

Financial records, supporting docu-
ments, statistical records, a.nd all
other non-Federa.l entity records perti-
nent to a. Federa.l award must be re-

2 CFRen. II (1-1-15 EdIHon)

tained for a period of three years from
the date of submission of the f1na.lex-
penditure report or, for Federa.l awards
that are renewed qua.rterly or annu-
ally, from the date of the submission of
the qua.rterly or annual financial re-
port, respeotively. as reported to the
Federal awa.rd1ng agency or pass-
through entity in the case of a sub-
recipient. Federal a.wa.rding agenoies
and pase-tbrough 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-yea.r period, the records must be re-
tained until all Utigation, claims, or
audit f1ndings involving the records
have been resolved and final action
taken.
(b) When the non-Federal entity Is

notified in writing by the Federa.l
awa.rd.1ngagency, cognizant agency for
audit, oversight agenoy for audit, cog-
nizant agency for indirect costs, or
pass-through entity to extend the re-
tention period.
(c) Records for real property and

equipment acquired with Federal funds
must be retained for 3 yea.rs after f1na.l
disposition.
(d) When records a.re transferred to or

ma.1nta.lned by the Federal awarding
agency or pass-tbrough entity, the 3-
year retention requirement is not ap-
plicable to the non-Federal ent1ty.
(e) Records for program income

tranBactions after the period of per-
formanoe. In some cases recipients
must report program income after the
period of performance. Where there is
such a requirement, the retention pe-
riod for the records pertaining to the
earning of the program Income sta.rts
from the end of the non-Federal enti-
ty's fiscal year 1n which the program
income is earned.
(0 Indirect cost rate proposale and

cost allocations plans. This paragraph
applies to the following type5 of docu-
ments and their supporting records: in-
direct cost rate computations or pro-
posals, cost allocation plans, and any
siml1a.r accounting computations of
the rate at which a pa.rticula.r group of
costs is ohargeable (such as computer
usage cha.rgeback rates or composite
fringe benefit rates).
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(1) If submitted Iot neDotiation. If the
proposal, plan, or other oomputation Is
required to be submitted to the Federal
Government (or to the pass-through
entity) to form the basis for negotia-
tion of the rate, then the S-ye&rreten-
tion period for its Ilupporting records
soots from the date of such submis-
sion.

(2) If not subnHtted for negotiation. If
the proposal, plan, or other computa-
tion is not required to be submitted to
the Federal Government (or to the
p&.BB-throughentity) for negotiation
purposes, then the 3-year retention pe-
riod for the proposal, plan, or computa-
tion and 1ts supporting records starts
Crom the end of the fiscal year (or
other accoonting period) oovered by
the proposal, plan, or other computa-
tion.

§200.334 Req1lllllt8 for transfer of
record ••

The Federal awarding agency must
request transfer of certain records to
its custody from the non-Federal enti-
ty when it determines that the records
POSBeBBlong-term retention value.
However, in order to avoid dupl1cate
recordkeeping, the Federal aW&rding
agency may make arrangements for
the non-Federal entity to retain any
records that are continuously needed
for joint USB.

t 200.335 Methode for coUeetion, trans·
mbBlODaDd etoratre of infol'llUltioD.

In accordance with the May 2018 Ex-
ecutive Order on Making Open and Ma-
chine Readable the New Default for
Government Information, the Federal
awarding agency and the non-Federal
entity should, whenever practicable,
collect, transmit, and store Federal
aW&rd-related information in open and
machine readable formats rather than
in olosed formats or on paper. The Fed-
eral aW&rdingagency or pass-through
entity must always provide or accept
paper verstone of Federal award-related
information to and from the non-Fed-
eral entity upon request. If paper cop-
ies are submltted, the Federal award-
ing agency or pass-through entity must
not require more than an original and
two copies. When origInal records are
electronic and cannot be altered, there
Is no need to create and retain paper

§2OO.337

copies. When original records are
paper, electronic versions may be sub-
stituted through the use of dupl1oation
or other forms of electronic media pro-
vided that they are subject to periodic
quality control reviews, provide rea-
sonable safeguards against alteration,
and remain readable.

f 200.836 Acceu to recorda.
(a) Records of non-Federal entities.

The Federal awarding agency, Inspec-
tors General, the Comptroller General
of the United States, and the pa.ss-
through entity, or any of the1r author-
ized representatives, must have· the
right of access to any documents, pa-
pers, or other records of the non-Fed-
eral entity which are pertinent to tbe
Federal award, in order to make au-
d:lts, 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
suob doouments.
(b) Only onder extraordinary and

rare cireumstancee would such access
include review of the true name of vic-
tims of a crime. Routine monitoring
cannot be considered extraordinary and
rare c1rcumstances that would neces-
sitate aoceee to this information. When
aocees to the true name or victims of a
crime is nece8Bary. approprIate steps to
protect this sell8itlve information must
be taken by both the non-Federa) enti-
ty and the Federal awa.rd1ng agency.
AJJY such access, other than under a
court order or subpoena. pursuant to a
bona fide confidential investigation,
must be approved by the head of the
Federal awarding agenoy or delegate.
(c) Expiration of right of access. The

rights of access in this seotion are not
lilnited to the required retention pe-
riod but last as long as the records are
retained. Federal awarding agencies
and pass-through entities must not im-
pose any other access requirements
upon non-Federal entities.

§200.337 Re8trictioDIi OD public access
to recorda.

No Federal awarding agency may
place restrlctlOll8 on the non-Federal
entity that l1mlt public access to the
records of the non-Federal entity perti-
nent to a Federal award, except for
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protected personally identlflable infor-
mation (PIT) or when the Federal
awarding agency can demonstrate that
such records will be kept confidential
and would have been exempted [rom
disclosure pursuant to the Freedom of
Information Act (5 U.S.C. 552) or con-
trolled uncllL6l!ifiedinformation PIUSU-
ant to Exeoutive Order 13556 If the
records had belonged to the Federal
awarding agency. The Freedom of In-
formation Act (5 U.S.C. 652) (FOlA)
does not apply to those records that re-
main under a non-Federal entity's oon-
trol except as reQ.ulred 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 7ll608, DBC. 26. 3018. IL8 amended at 79
FR 75886, Dec. 19, 2014J

REMEDIES FOR NONCOMPLIANCE

§200.338 Remedies for nODClOJllpJianee.
If a non-Federal entity falls to com-

ply with Federal statutes, regulations
or the terms and conditions of a Fed-
eral award, the Federal awarding agen-
oy or pass-through entity may impose
additiona! conditions, as described in
1200.207 Specific conditions. If the Fed-
eral awarding agency or pass-through
entity determines that noncompliance
cannot be remedied by imposing addi-
tional conditions, the Federal awarding
agency or pa.s&-through entity may
take one or more of the following ac-
tions, as appropriate In the oir-
cumstances:
(a) Temporarily 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 entity.
(b) Disallow (that Is, deny both use of

funds and any applicable matching
credit for) all or part of the cost of the
activity or action not in compliance.
(c) Wholly or partly suspend or ter-

minate the Federal award.
(d) Initiate suspension or debarment

proceedings as authorized under 2 CFR
part 180and Federal awarding agency

2 CFR Ch. II 0-1-15 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.
(r) Take other remedies that may be

legally available.

t 200.339 Termination.
(a) The Federal award may be termi-

nated in whole or in part as follows:
(1) By the Federal awarding agency

or pass-through entity, if a non-Fed-
eral entity fails to comply with the
terms and conditions of a Federal
award;
(2) By the Federal awarding agency

or pass-through entity for cause;
(3) By the Federal awarding agency

or pass-through entity with the con-
sent of the non-Federal entity, In
which case the two parties must agree
upon the termination conditions, in-
cluding the effective date and, in the
case of partial termination, the portion
to be terminated; or
(4) By the non-Federal entity upon

sending to the Federal awarding agen-
cy or pass-through entity written noti-
fication setting forth the reasons for
suob termination, the effective date,
and, in the case of partial termination,
the portion to be terminated. However,
if the Federal awarding agency or pass-
through entity determines in the case
of partial termination that the reduced
or modified portion of the Federal
award or subaward will not accompl1sh
the purposes for which the Federal
award was made, the Federal awarding
agency or pass-through entIty may ter-
minate the Federal award in its en-
tirety.
(b) When a Federal award is termi-

nated or partially terminated, both the
Federal awarding agency or pass-
through entity and the non-Federal en-
tity remain responsible for compl1ance
with the requIrements in §§200.343
Closeout and 200.344 Post-closeout ad-
justments and continuing responsibil-
ities.

i200.340 Notification of termination
requirement.

(a) The Federal agency or pass-
through entity must provide to the
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non-Federal entity a notice of termi-
nation.

(b) If the Federal award is terminated
for the non-Federal entity's fallure to
oomply with the Federal statutes. reg-
ulations. or terms and conditions of
the Federal award. the notification
must state that the termination deci-
sion may be considered in evaluating
future applicatiOns received from the
non-Federal entity.

(c) Upon termination of a Federal
a.ward. the Federal awarding agency
must provide the information required
under FFATA to the Federal Web Bite
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. 417b and 31 U.S.C. 3321and im-
plementing guidance at 2 CFR part 'r1
(forthooming at time of publication).
See also the requirements for Suspen-
sion and Debarment at 2 CFR part 180.
[78 FR 78608. Dec. 26, 2013. as ameDded at 79
FR 75886. Dec. 19. 2014]

§ 200.341 ()pportunHies &0 object, hear·
iDp aDd appeal ••

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 dooumenta-
tion challenging the suspension or ter-
mination action. in acoordanoe with
written processes and prooedures pub-
lished by the Federal awarding agency.
The Federal awarding agency or pass-
through entity must comply with any
requirements for hearings. appeals or
other administrative proceedings to
which the non-Federal entity is enti-
tled under any statute or regulation
applicable to the action involved.
[78 FR 78608. Dec. 36. ana. as amended at 79
FR 75885.Dac. 19, 2014]

§200.342 Effects of luspemon and ter-
mination.

Costs to the non-Federa.l entity re-
sulting from obl1gatiollB incurred by
the non-Federal entity during a sus-
pension or after termination of a Fed-
eral award or subaward are not allow-
able unless the Federal awarding agen-
cy or pass-through entity expressly au-
thorizes them in the notice of suspen-

§200.343

sian or termInation or subsequently.
However. costs during suspension or
after termination are allowable if:

(a) The oosts 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 oosts would be allowable if
the Federal award was not suspended
or exPired normally at the end of the
period of performanoe in which the ter-
mination takes effect.

CLoSEOUT

1200.343 ClolleOut.
The Federal awarding agency or pase-

through entity will close-out the Fed-
eral award when it determines that all
a.pplicab1e administrative actions and
all required work of the Federal award
ha.ve been oompleted by the non-Fed-
eral entity. ThIs section speCifies the
actiOIlll 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. performanoe.
and other reports a.s required by the
terms and conditions of the Federal
award. The Federal awarding agency or
pass-through entity may approve ex-
tensions when requested by the non-
Federal entIty.

(b) Unless the Federal awarding agen-
cy or pass-through entIty authorizes an
extension. a non-Federal entity must
liquidate all obligations incurred under
the Federal award not later than 90
calendar days after the end date of the
period of performance as spec1f1ed in
the terms and conditions of the Federal
award.

(e) The Federal awarding agency or
pass-through entity must make prompt
payments to the non-Federal entity for
a.llowable reimbursable costs under the
Federal awa.rd being closed out.

(d) The non-Federal entity must
promptly refund any balances of unob-
ligated cash that the Federal awarding
agency or pase-through ent1ty pa1d in
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advance or paid a.nd that are not au-
thorized to be retained by the non-Fed-
eral entity for use in other projects.
See OMB Circula.r A-129 and see
§200.345Collection of amounts due, for
requirements rega.rding unreturned
amounts that become delinquent debts.
(e) Consistent with the terms and

conditions of the Federal award, the
Federal awarding agency or pass-
through entity must make a settle-
ment for any upward or downward ad-
[uatments to the Federal sha.re of oosts
after closeout reports are received.

(!) The non-Federal entity must ac-
count for any real and persona.l prop-
erty acquired with Federal funds or reo
ceived from the Federal Government in
accordance with §§200.310Insurance
coverage through 200.316Property trust
relationship and 200.329Reporting on
real property.
(g) The Federal &.wa.rdingagency or

paBB-through entity shol11d complete
all closeout actions for Federal awards
no later than one yea.r a.fter receipt and
acceptance of all required final reports.
[78 FR 78608. Dec. 26. 2013. ILE a.mendedat 79
FR 76885.Dec. 19, 2014]

POST·CLoSEOUT ADJUSTMENTS AND
CONTJNUING RESPONSIBILITIES

§200.844 Poat-c10ee0llt acliutments
and CODtiDWng respolllribilitiell.

(a) The closeout of a Federal award
does not a.1Iectany of the following:
(1) The right of the Federal awarding

agency or pass-through entity to di8-
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. reo
suIt of later refunds, corrections, or
other transactions including final indi-
rect cost rate adjustments.
(3) Audit requirements in Subpa.rt

F-Audit Requirements of this part.
(4) Property management and dis-

poeition requirements in Subpart D-
Post Federal Award Requirements of
this part, §§200.310Insurance Coverage
through 200.316Property trust relation-
ship.

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

(6) Records retention as required in
Subpart D-Post Federal Award Re-
quirements of this part, §1200.333Re-
tention requirements for records
through 200.337Restrictions on public
aocess to records.
(b) After closeout of the Federal

awa.rd, a relationship crea.ted under the
Federal awa.rd may be modified or
ended in whole or in part with the con-
sent of the Federal awarding agency or
pa.88-through entity and the non-Fed·
eral entity. provided the responsibil-
ities of the non-Federal entity referred
to in par&.eTaph(a) of this section, in-
cluding those for 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 78608. Dec. 26, 2013. as a.mended at 79
FR 76885, Dec.19, 2014]

COLLECTION OF AMOUNTS DUE

§200..34&Collec:tioD 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 Federa.l award constitute
a debt to the Federal Government. If
not paid within 90 calenda.r days after
demand, the Federal awa.rd1ng agency
ma.y reduce the debt by:
'(1) Making an administrative offset

aga.1nst other requests for reimburse-
ments;
(2) Withholding adva.nce 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 Federa.l
awarding agency will charge interest
on an overdue debt in accordance with
the Federa.l Claims Collection Stand-
a.rds (31CFR parts 900 through 999).The
date from which interest is computed
is not extended by litigation or the fil·
ing of any form of appeal.
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SubpartE~ost PrInciples
GENERAL PROVISIONS

f JOO.4O()Policy ruide.
Tbe 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 o! the Federal award
through the appl1catton of sound man-
agement practices.
(b) The non-Federal entity &8Bumes

responsibility !or administering Fed-
eral funds in a manner consistent with
underlying agreements, program objec-
tives, and the terms and conditions of
the Federal award.
(c) The non-Federal entity. in rec-

ognition of its own unique combination
of staff, facilities, and experience, has
the primary responslbiUty for employ-
ing whatever form of sound organiza-
tion and management techniques may
be neoe888.ryIn order to IUISureproper
and efficient administration of the
Federal award.
(d) The appUcation of these cost prin-

ciples should require no significant
changes in the internal accounting
pol1cies and practices or the non-Fed-
eral entity. However, the accounting
pract1ces of the non-Federal entity
must be consistent with these cost
principles and snppcrt, the accumula-
tion of costs lUIrequtred by the prin-
ciples. and must provide for a.dequate
documentation to support costs
charged to the Federal award.
(e) In reviewing, negotia.ting and ap-

proving cost allocation pla.ns or indi-
rect ooet proposals, the cognizant agen-
cy for indirect costs should generally
assure that the non-Federal ent1ty is
applying these cost accounting prin-
ciples on a consistent basts during
their review and negotiation of indirect
cost proposals. Where wide variations
exist In the treatment of a given cost
item by the non-Federal entity, the
reasonableness and equity or such
treatments should be fully considered.
See §200.56Indirect (fac111ttes& admin-
istrative (F&.A»costs.
(f) For non-Federal entities that edu-

cate and engage students in research,
the dual role of students as both train-
ees and employees (including pre- and

5200.401

post-doctoral staff) contributing to the
completion of Federal awards for re-
search must be recognized in the appl1-
ca.tion of these principles.
(g) The non-Federal entity may not

earn or keep any profit resulting from
Federal financial &8llistance.unlees ex-
pl1citly authorized by the terms and
conditions of the Federal award. See
also §200.307Program income.
[78 FR 78608,Dec. 26. 201~,as amendedat 79
FR '15885, Dec. 19,2014]

1100.401 Application.
(a.)General. TheBe principles must bs

used In determining the allowa.ble costs
of work performed by the non-Federal
entity under Federal awards. These
principles also must be used by the
non-Federal ent1ty as a guide in the
pricing of fixed-price contracts and
subcontracts where costs are used in
determining the appropriate price. The
principles do not apply to:
(1) Arrangements under which Fed-

eral financing is In the form of loans.
scholarships. fellowships. traineeships,
or other fixed amounts based on such
items as education allowance or pub-
lished tuition rates and fees.
(2) For IHEs, ca.pitatlon awards.

which are awards based on case counts
or number of benefioiarles a.ocording to
the terms and conditions of the Federal
award.
(3) Fixed amount awards. See a.lso

Subpart A-Acronyms and Definitions,
§§200.45 Fixed amount awards and
200.201UBeor grant agreements (includ-
ing fixed amount awards). cooperative
agreements. and oontracts.
(4) Federal awards to hospitals (see

Appendix IX to Part 200--Hosp1taJCost
Principles).
(5) Other awards under which the

non-Federal ent1ty is not required to
account to the Federal Government for
actual coste Incurred.
(b) Federal Contract. Where a Federal

contract awarded to a non-Federal en-
tity is subject to the Cost Accounting
Standa.rds (CAS), it Incorporates the
applica.ble CAS clauses, Standards, and
CAS administration requirements per
the 48 CFR Chapter 99and 48 CFR part
30 (FAR Part 30). CAS applies directly
to the CAS-covered contract and the
Cost Accounting Standards at 48 ern
parts 9904or 9905takes precedence over
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the cost principles in this Subpa.rt E-
Cost Principles of this part with re-
spect to the allocation of costs. When a
contract with a non-FederaJ entity is
subject to full CAS coverage, the al-
lowab1l1ty of certain costs under the
cost principles will be affected by the
allocation provisions of the Cost Ac-
counting Standards (e.g.• CAS 414-4B
CFR 9904.414, Oost of Money as an Ele-
ment of the Cost of Facilities Capital.
and CAS 417-4B CFR 9904.417. Cost of
Money &.8 an Element of the Cost of
Capital Assets Under Construction).
a.pply rather the allowability provi-
sions of 1200.449 Interest. In complying
with those requirements, the non-Fed-
eral entity's application of cost ac-
counting practices for estimating, ac-
cumulating. and reporting costs for
other FederaJ awards and other cost
objectives under the CA8-covered con-
tract still must be consistent with its
cost accounting practices for the CAS-
covered contracts. In all oases, only
one set of accounting records needs to
be maintained for the alloc&.tion of
costs by the non-FederaJ entity;
(c) Bzemptum», Some nonprortt, orga-

nizations, because of their size and na-
ture of operations. can be considered to
be similar to for-profit entities for pur-
pose of appl1cability of cost prinoiples.
Such nonproflt organ1za.tions must op-
erate under Federal cost principles ap-
plicable to for-profit entities located at
4B CFR 31.2. A listing of these organiza.-
taons is oonta.ined in Appendix VIII to
Part 200-Nonpront Organ1za.tions Ex-
empted From Subpart E-Cost Prin-
ciples of this part. Other organizations,
as approved by the COll'Ilizantagency
for indirect costs, may be added from
time to time.

BASIC CONSIDERATIONS

§200.402 CompositioD of costs.
Total cost. The total cost of a Federal

award is the sum of the allowable di-
rect and aJlocable indirect ccsta less
any applicable credits.

1200.403 Factoi'll atfectintr allowability
ofcostB.

Except where otherwise authorized
by statute. costs must meet the fol-
lowing genera1 criteria in order to be
a1lowableunder FederaJ awards:

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

(a) Be necessary and reasonable for
the performance of the FederaJ award
and be a1locable 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 tha.t apply uniformly to
both federa.lly-f1nanced and other ac-
tivities of the non-Federal entity.
(d) Be accorded consistent treatment.

A cost may not be &8Bignedto a Fed-
eral a.ward 9.S a direct cost if any other
cost incurred for the eame purpose in
like circumstances ball been allocated
to the Federal award 9.S an indirect
cost.
(e) Be determined 1naccorda.noe with

generally acoepted sooountdng 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 sh.a.r1ngor matching re-
quirements of any other federally-fi-
nanced program in either the current
or a prior period. See also 1200.806 Cost
sharing or matching paragraph (b).
(g) Be adequately documented. See

also 1§200.300 Statutory and national
policy requirements through 200.809 Pe-
riod of performance of this part.

t JOO.404 Beuonab1e costs.
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-
val11ng a.t the time the decision wa.s
made to incur the cost. The question of
rea.sona.blenese is pa.rticularly impor-
tant when the non-Federal entity is
predominantly federaJly-funded. In de-
termining reasonableness of a given
cost, consideration must be given to:
(&.)Whether the cost is of a type gen-

eraJly recognized &.8 ordinary and nec-
essary for the operation of the non-
Federal entity or the proper and effi-
cient performanoe of the Federal
award.
(b) The restraints or requirements

imposed by such factors 88: BOundbusi-
ness practices; arm's-length bar-
gaining; Federal, state, local, trlba.l,
and other laws and regulations; and
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terms and conditione of the Federal
award.

(c) Market prices for comparable
goodl! or services Cor the geographic
area.

(d) Whether the indiv1duals con-
cerned acted with prudence in the cir-
cumstances considering their respon-
sib1llties 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 dev1ates from its estab-
lished practices and policies regarding
the incurrence or coste, which may
unjustifiably increase the Federal
award's cost.
[78 FR 78608, Dec. 26. 2013. &8 amended at 79
FR 75885.Dec. 19, 2(14)

1200.405 Allocable coats.
(a) A cost is allocable to a particular

Federal award or other cost objective if
the goods or services involved are
chargeable or assignable to that Fed-
eral award or cost objective in accord-
ance with relative benefits received.
This standard is met if the cost:

(1) Is incurred spec1fically for the
Federal award;

(2) Benefits both the Federal award
and other work of the non-Federal en-
tity and can be distributed in propor-
tione that may be approximated using
reasonable methods; and

(3) Is necessary to the overall oper-
ation of the non-Federal entity and is
a.ss1gnablein part to the Federal award
in accordance with the prinCiples in
this subpart.

(b) .All activities which benefit from
the non-Federal entity's indirect (F&A)
cost. including unallowable activities
and donated services by the non-Fed-
eral entity or third parties, w11lreceive
an appropriate allocation of indirect
costs.

(c) Any cost allocable to a particular
Federal award under the principles pro-
vided for in this part may not be
charged to other Federal awards to
overcome fund deftctenotee. to avoid re-
strictions imposed by Federal statutes.
regulatione, or terms and conditions of
the Federal awards, or for other rea-
sons. However, this prohibition would
not preclude the non-Federal entity
!rom shifting costs that are allowable

5200.406

under two or more Federal awards in
accordance with existing Federal stat-
utes, regulations. or the terms and con-
ditions of the Federal awards.

(d) Direct cost allocation principles.
If a cost benefits two or more projects
or activIties in proportions that can be
determined without undue effort or
cost. the cost must be allocated to the
projects based on the proportional ben-
efit. If a cost benefits two or more
projects or activities in proportions
that cannot be determined because of
the interrelationehip oC the work in-
volved, then, notwithstanding pa.ra.-
graph (c) of this section. the costs may
be allocated or transferred to bene-
fitted projects on any reasonable docu-
mented basis. Where the purchase of
equipment or other capital asset is spe-
cifically 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 ca.pital asset involved when no
longer needed for the purpose Corwhich
it was originally required. See also
§§200.310Insurance coverage through
200.316Property trust relationship and
200.439Equipment and other capital ex-
penditures.

(e) If the contract is subject to CAS,
costs must be allocated to the contract
pursuant to the Cost Accounting
Standards. To the extent that CAS is
applicable, the allocation of costs in
accordance with CAS takes precedence
over the anooanon provisione in this
part.
[78 FR 78608. Dec. 26, 2013, lUl amended at 7S
FR 76886. Dec. 19,2014)

1200.406 Applicable credit..
(a.) Applicable credits refer to those

receipts or reductlon-of-expenditure-
type transactions that o1'!lletor reduce
expense items alloca.ble to the Federal
award as direct or indirect (F&A)costs.
Examples of such transactione are: pur-
chase discounts. rebates or allowances,
recoveries or 1ndemnities on losses, in-
surance refunds or rebates, and adjust-
ments of overpayments or erroneous
charges. To the extent that such cred-
its accruing to or received by the non-
Federal entity relate to allowable
costs. they must be credited to the
Federal award either as a cost reduc-
tion or cash refund, as appropriate.
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(b) In eome instances, the amounts
received from the Federal Government
to finance activities or service oper-
ations of the non-Federal entity should
be treated as applicable credits. Spe-
c1fically, the concept of netting such
credit items (including any amounts
used to meet oost sharing or matcb1ng
requirements) must be recognized in
determining the rates or amounts to be
charged to the Federal award. (See
55200.496Depreciation and 200.468Spe-
cialized service fac1l1ties, for areas of
potential app11cation in the matter of
Federal financing of activities.)
[78 FR '186OB,Dec. 26, 2013. &8 amended a.t 79
FR 75885.Dec. 19. 2014)

§200.407 Prior written approval (prior
approval).

Under any given Federal award, the
re&8onableneee and allocab1l1ty of cer-
tain items of costs may be difficult to
determine. In order to avoid subse-
quent disallowance or dispute based on
unreasonableness or nonallocabllity,
the non·Federal entity may seek the
prior written approval of the cognizant
agency for indirect costs or the Federal
awarding agency in advance of the in-
currence of special or unusual costs.
Prior written approval ehould include
the timeframe or soope of the agree-
ment. Tbe absence of prior written ap-
proval on any element of cost w1l1not,
in itself, affect the reasouableness or
allocability of that element, unless
prior approval is specifically required
for allowab1l1ty as desoribed 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 sharing or matching;
(c) §2OO.307Program income;
(d) §200.808Revision of budget and

program plans;
(e) 5200.311Real property;
(0 §200.318Equipment;
(g) 1200.332Fixed amount subawards;
(b) §200.413Direct costs. paragraph

(c);
(1) §200.430 Oompensation-persoual

services. paragraph (h);
(j) 1200.431Compensation-fringe ben-

efits;
(k) §200.488Entertainment costs;

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

(1)§200.439Equipment and other cap-
ital expenditures;
(m) §200.440Exoh&ngerates;
(n) §200.441Fines, penalties, damages

and other settlements;
(0) §200.442Fund raising and invest-

ment management costs;
(P) §200.446Goods or services for per-

sonal use;
(q) §200.447 Insurance and indem-

nification;
(r) 5200.454 Memberships, subscrip-

tions, and profeBBional activity costs,
paragraph (c);
(s) §200.455Organization costs;
(t) 1200.456Participant support costs;
(u) 1200.458Pre-award costs;
(v) 1200.462Rearrangement and re-

conversion costs;
(w) §200.467Selling and marketing

costs;
(x) §200.470Taxes (including Value

Added Tax); and
(y) 1200.474Travel costs.

[78 FR 78608. Dec. 26, 2013, as amended at 79
FR 76ll85,Dec. 19, 2014J

§2OOA08 LimitatiOD OD allowance of
COIItII.

Tbe Federal award may be subject to
statutory requirements that limit the
allowab1l1ty of costs. When the max-
imum amount allowable under a limi-
tation is less than the total amount de-
termined in aocordance with the prin-
ciples in this part, the amount not re-
coverable under the Federal award may
not be charged to the Federal award.

§200.409 Special coDsideratioJUl.
In addition to the basic consider-

ations regarding the allowabillty of
costs highlighted in this subtitle. other
subtitles in tb1s part describe special
considerations and requirements a.ppli-
cable to states, local governments. In-
dian tribes, and IHEs. In addition, cer-
tain provisiOns among the items of cost
in this subpart, are only a.pplicable to
certain types of non-Federal entities,
as specified in the following sections:
(a) Direct and Indirect (F&A) costs

(§§200.412 Classification of costs
through 200.415Required certifications)
of this subpart;
(b) Special Considerations for States,

Local Governments and Indian Tribes
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(§12OO.416 Cost aflocatron plans and in-
direot cost proposals and 200.417 inter-
agency service) of this subpart; and
(c) Special Consldera.tlons for Insti-

tutions of Higher Education (§f200.418
Costs Incurred by states and local gov-
ernments and 200.419 Cost a.ccounting
standards a.nd disclosure statement) of
this subpart.

§200.410 Collection of unaDowable
coda.

PaYments made for coste determined
to be unallowable by either the Federa.l
awa.rd1Dgagenoy, cognizant agenoy for
indireot coste, or pass-through entity,
either as direct or indirect costs, must
be refunded (inoluding interest) to the
Federal Government in aooordanoe
with instruotions from the Federal
agenoy that determined the costs are
unallowable UDleBBFederal statute or
regulation dlreots otherwtse. See also
Subpart D-Post Federa.l Award Re-
quirements of this part. §§200.300 Stat-
utory and national polley requirements
through 200.309Period of performance.

f 200.411 Ad,justmeJIt of previously ne-
gotiated indirect (F&.A)cost rates
containing unallowable costs.

(a) Negotiated indirect (F&A) cost
rates based on a proposal later found to
have Included costs that:
(1) Are unaltcwabte as speo1fied by

Federal statutes, regulations or the
terms and oonditions of a Federal
award; or
(2) Are unallowable because they are

not &.1locableto the Fe4era.l award(s),
must be a.djusted, or a refund must be
made, in accordanoe with the require-
ments of this section. These adjust-
ments or refunds are designed to cor-
reot the proposals used to establ1sh the
rates and do not oonstitute a reopening
of the rate negotiation. The adjust-
ments or refunds w1ll be made regard-
Iess of the type of rate negotiated (pre-
determined, f1nal, fixed, or provi-
sional).
(b) For rates covering a fUture fiscal

year of the non-Federal entity, the un-
allowable costs will be removed from
the indirect (F&A) cost pools and the
rates appropriately adjusted.
(c) For rates covering a past period,

the Federal share of the unallowable
costs will be computed for each year

§200.413

involved and a cash refund (including
interest chargeable in accordance with
applicable regulations) will be made to
the Federal Government. If cash re-
funds are made for past periods covered
by provisional or 1'1xedra.tes, appro-
priate adjustments will be made when
the rates are 1'1nal1zedto avoid dupli-
cate reoovery of the unallowable costs
by the Federal Government.
(d) For rates covering the ourrent pe-

riod, either a rate adjustment or a re-
fund, as described in paragraphs (b) and
(c) of this section, must be required by
the oognaant agency for indirect coste.
The choice of method must be at the
discretion of the cognizant agency for
Indirect costs, based on its judgment as
to which method would be most prac-
tical.
(e) The amount or proportion of unal-

lowable costs included in each year's
rate will be assumed to be the eame as
the a.mount or proportion of unallow-
able costs inoluded in the base year
proposal osed to establish the rate.

DlRECTAND INDIRECT(F&A) COSTS

§ZOO.412 CJa.sificatiOD of COIte.

There is no universal rule for
classifying certain costs as either di-
rect or indireot (F&A) under every ac-
counting system. A cost may be direot
with respect to some spec1fic service or
function. but indirect with respect to
the Federal award or other final cost
objective. Therefore, it is essentaal
that ea.ch item of cost Incurred for the
same purpose be treated oonsistently
in like circumstances either as a.direct
or an indirect (F&A) cost in order to
avoid possible double-charging of Fed-
eral awards. Guidelines for determining
direct and indirect (F&A) costs charged
to Federal awards are provided in this
subpart.

1200.418 Direct costs.
(a) General. Direct costs are those

coats that can be identified speoifically
with a particular final cost objective,
suoh as a Federal award, or other inter-
nally or externally funded activity, or
that can be directly assigned to such
activities relatively easily with a high
degree of accuracy. Costs incurred for
the same purpose in like circumstances
must be treated consistently as either
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direct or indirect (F&A) costs. See also
§200.405 Allocable costs.
(b) Application to Federal awards.

Identification with the Federal award
rather than the nature of the goods and
services involved is the determining
factor in distinguishing direct from in-
direct (F&A) costs of Federal awards.
Typical coste charged directly to a
Federal award are the compensation of
employees who work on that award,
their related fringe benefit coste, the
costs of materials and other items 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 supplied
from stock or services rendered by spe-
cialized facilities or other institutional
service operations.
(c) The salaries of administrative and

clerical staff should normally be treat-
ed as indirect (F&A) costs. Direct
charging of these costs may be appro-
priate only if all of the follow1ngcondi-
tions are met:

(1) Administrative or clerical serv-
ices are integral to a project or activ-
ity;
(2) Individuals involved can be spe-

cifically identified with the project or
activity;

(3) Such costs are explicitly included
in the budget or have the prior written
approval of the Federal awarding agen-
cy;and
(4) The costs are not also recovered

as indirect costs.
(d) Minol' items. Any direct cost cf

minor amount may be treated as an in-
direct (F&A) cost for reasons of practi-
cality where such accounting treat-
ment for that item of cost is consist-
ently applied to all Federal and non-
Federal cost objectives.
(e) The costs of certain activities are

not allowable as charges to Federal
awards. However, even though these
costs are unallowable for purposes of
computing charges to Federal awards,
they nonetheless must be treated as di-
rect costs for purposes of determ1n1ng
indirect (F&A) cost rates and be allo-
cated their equitable share of the non-
Federal entity's indirect costs if they
represent activities which:
(1) Include the salaries of personnel,

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

(2)Occupy space, and
(3) Benefit from the non-Federal enti-

ty's indirect (F&A) costs.
(!) For nonprofit organizations, the

costs of activities performed by the
non-Federal entity primar11y as a serv-
ice to members, clients, or the general
public when s1gn11lcant and necessary
to the non-Federal entity's mission
must be treated &8 direct costs whether
or not allowable, and be allocated an
equitable share of indirect (F&A) costs.
Some examples of these types of activi-
ties include:

(1) Maintenance of membership rolls,
subscriptions, publications, and related
functions. See also § 200.464 Member-
ships, subscr1ptions, and professional
activity costs.
(2) Providing services and informa-

non to members. legislative or admin-
istrative bodies, or the public. See also
§§200.464 Memberships, subscriptions,
and professional activity costs and
200.450 Lobbying.

(3) Promotion, lobbying, and other
forms of public relations. See also
§§200.421 Advertising and public rela-
tions and 200.450 Lobbying.
(4) Oonferences except those held to

conduct the general administration of
the non-Federal entity. See aleo
1200.432 Conferences.

(5) Maintenance, protection, and in-
vestment of special funds not used in
operation of the non-Federal entity.
See also 5200.442 Fund raising and in-
vestment management costs.
(6) Administration of group benefits

on behalf of members or clients, in-
cluding life and hospital insura.nce, an-
nuity or retirement plans, and finan-
cial ald. See also 1200.431 Compensa.-
tion-fringe benefits.
[78 FR '18608.Dec. lIlI. 2013. a8 amendedat 79
FR 76886,Dec. 19,2014J

§200.414 Indirect (F&:A)costs.
(a) Facilities and AdminirtTation 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 depreCiation on buildings,
equipment and co.pital improvement,
interest on debt associated With cer-
tain buildings, equipment and capital
improvements, and operations and
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maintenance expenses. "Adm1nistra-
tion" is defined as general administra-
tion and genera.l expensee such as the
director's office. accounting. personnel
and all other types of expenditures not
liBted specWca.lly under one of the sub-
categories of "Fac111ties" (includ1ng
cross allocatioWl from other pools.
where applicable). For nonprofit orga-
nizations, library expenses are included
1n the "Administration" category; for
institutions of higher education, they
are 1ncluded In the "Fac111tles" cat-
egory. Major IREs are defined as those
required to use the Standard Format
for Submi88ion as noted 1nAppendix III
to Part 200-Indirect (F&A)Costs Iden-
t1!1cation and A.sIlignment, and Rate
Determination for Institutions of High-
er Education (lHEs) paca.gra.ph C. 11.
Major nonprofit organaatioWl are
those which receive more than $10mil-
lion dollars in direct Federal funding.
(b) DiveTsity of nonprofit organizations.

Because of the diverse characteristics
and accounting practices of nonprofit
organizations. it is not possible to
specify the types of cost which may be
classified as indirect (F&A) cost in all
situations. Identification with a Fed-
eral award rather than the nature of
the goods and services involved is the
determining factor in distinguishing
direct from indirect (F&A) costs of
Federal awards. However. typical ex-
amples of indirect (F&A) cost for many
nonprofit organizations may include
depreCiation on buildings and equip-
ment. the costs of operating and main-
taining fac111ties.and general adm1nis-
tration and general expenses. such as
the salaries a.nd expenses of executive
officers. personnel administration. and
accounting.
(c) Federal AgeTlCll Acceptance of Nego-

tiated Indirect Colt Rates. (See also
1200.306Cost sharing or matching.)
(1) The negotiated rates must be ac-

cepted by a.ll Federal awarding agen-
cies. A Federal awarding agency may
use a rate different from the negotiated
rate for a class of Federal awards or a
single Federal award only when re-
quired by Federal statute or regula-
tion. or when a.pproved by a. Federal
awarding a.gency head or delegate
based on documented justification as
described in paragrapb (c)(3) of this
section.

§200A14

(2)The Federal a.wardingagency hea.d
or delegate must notify OMBof any ap-
proved deviatioWl.
(3) The Federal awarding agency

must implement. and make publicly
available. the policies, procedures and
general decision making criteria tha.t
their programs will follow to seek and
juatify deviatioWl from negotiated
rates.
(4) As required under 1200.203Notices

of funding opportunities, the Federal
awa.rding agency must include in the
notice of funding opportunity the poli-
ciea relating to indirect cost rate reim-
bursement. matching. or oost share as
approved 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) Pasa-through entities are subject

to the requirements in 1200.331Re-
Quirements for pass-tbrough entities.
paragraph (a)(4).
(e) Requirements for development

and submiBsion of indirect (F&A) cost
rate proposals and cost allocation
plans are contained in Appendices m-
vn and Appendix IX as follows:
(1)Appendix m to Part :IOO--Indirect

(F&A) Coste Identillcation and Assign-
ment. and Rate Determination for In-
stitutiOWl of Higher Education (!HEs);
(2) Appendix IV to Part 200--Indirect

(F&A) Costs Identification and Assign-
ment, and Rate Determination for Non-
prot'lt Organ1zatioWl;
(3) Appendix V to Part 200-Statel

Local QQvernmentwide Central Service
Cost Allocation Plans;
(4) Appendix VI to Part 200--Public

AsSistance Cost Allocation Plans;
(5) Append.1xVII to Part 200-States

and Local QQvernment and Indian
Tribe Indirect Cost Proposals; and
(6) Appendix IX to Part :IOO--Hospital

Cost Principles.
(f) In addition to the procedures out-

lined in the appendices in paragraph (e)
of this section. any non-Federal entity
that has never received a negotiated
indirect cost rate, except for those non-
Federal entities described in Appendix
VII to Part 200-States and Local Gov-
ernment and Indian Tribe Indirect Cost
Proposals. paragraph D.l.b. may elect
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to charge a de minimis rate of 10%of
modified total direct costa (MTDC)
which may be used indefin1tely..As de-
scribed in §200.403Factors affecting al-
lowabillty of costs, c08tll mUllt be con-
sistently charged as either indirect or
direot costs, but may not be double
charged or inconsistently charged as
both. If chosen, this methodology once
elected must be used coIlll1stently for
all Federal awards until such time as a
non-Federal entity ahooses to nego-
tiate for a rate, which the non-Federal
entity may apply to do at any time.
(g) Any non-Federal entity that has a

current federally negotiated indirect
cost rate may apply for a one-time ex-
tension of the rates in that agreement
for a period of up to four years. This
extension will be subject to the review
and approval of the cogniZant agency
for indirect costs. If an extension is
granted the non-Federal entity may
not request a rate review until the ex-
tension period ends. At the end of the
4-year extension, the non-Federal enti-
ty must re-apply to negotiate a rate.
Subsequent one-t1me extensions (up to
four years) are permitted if a renegoti-
ation is completed between each exten-
ston request.
[78 FR 78608. Dec. 26. 2013.&8 amended at 79
FR '16886,Dec.19, 2014]

§200.416 Required certilieatiOJUl.
Required cert1fications include:
(a) To assure that expenditures are

proper and in accordance with the
terms and oonditione of the Federal
award and approved project budgets,
the annual and final fiscal reports or
vouchers requesting payment under the
a.greemsnts must include a cert1fi-
cation, signed by an official who 1sau-
thorized to legally bind the non-Fed-
eral entity, whiah reads as follows: "By
signing this report, I certifY to the best
of my knowledge and bellef that the reo
port is true, complete. and accurate,
and the expenditures, disbUrsements
and cash receipts are for the purposes
and objectives set forth in the terms
and conditions of the Federal award. 1
am aware that any false, fictitious, or
fraudulent information, or the omis-
sion of any material fact, may subject
me to criminal. civll or administrative
penalties for fraud, false statements.
false claims or otherwise. (U.S. Code

2 CFRCh.• (1-1-15 Edition)

Title 18, Section 1001and Title 31, sec-
tions S72lHI730and 3801-3812)."
(b) Certification of cost allocation

plan or indirect (F&A) oost rate pro-
posal. Each cost allocation plan or in-
direct (F&A) cost rate proposal must
comply with the following:
(1) A proposal to eeta.blish a cost allo-

cation plan or an indirect (F&A) cost
rate, whether submitted to a Federal
cognizant agency for indirect costs or
maintained on file by the non-Federal
entity,. must be certified by the non-
Federal entity using the Certificate of
Cost Allocation Plan or Certificate of
Indirect Costs as set forth in Appen-
dices m through vn, and Appendix IX.
The certificate must be signed on be-
half of the non-Federal entity by an in-
dividual at 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 1200.414Indi-
rect (F&A) costs, paragraph (0, the
Federal Government may either dis-
allow all indirect (F&A) costs or uni-
la.terally establish suah a plan or rate
when the non-Federal entity falls to
submit a certified proposal for estab-
lishing suah a plan or rate In accord-
anoe with the requirements. Suah a
plan or rate may be based upon audited
historical data or suah other data that
have been furnished to the cognizant
agency for indirect costs and for which
it can be demoD8trated that all unal-
lowable costs have been excluded.
When a cost allocation plan or indirect
cost rate Is unilaterally establ1shed by
the .Federal Government because the
non-Federal entity failed to submit a
certified proposal. the plan or rate es-
tablished w111be set to ensure that po-
tentially unallowable costs will not be
reimbursed.
(c) Certifications by non-profit orga-

naations as appropriate that they did
not meet the definition of a major non-
profit organization as defined in
§200.414 Indirect (F&A) costs, para-
graph (a),
(d) See also §200.450Lobbying for an-

other required certification.
['18 FR '18608.Dec. 26. 2013, as amended at 79
FR 76886.Dec.19. 2014]
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SPECIAL CONSIDERATIONS FOR STATES,
LocAL GovERNJ4ENTS AND INDIAN
TRIBES

§200.416 Coat allocation planll aDd in·
direct cod proposals.

(a) For states, loca.l governments and
Indian tribes, certain services, such all

motor pools, computer centers. pur-
chasing, a.ccounting, etc., are provided
to operating agencies on a central1zed
basis. Since Federal awards are per-
formed within the individual operating
agencies. there needs to be a precess
whereby these central service coste can
be identified and assigned to benefitted
activities on a reasonable and con-
sistent basis. The central service cost
allocation plan provides that process.
(b) Individual operating agencies

(governmental department or agency),
normally charge Federal awards for in-
direct costs through an indirect cost
rate. A separate indirect cost rate(s)
proposal for eac.h operating agency is
usually necessary to claim indirect
costs under Federal awards. Indirect
costs include:
(1) The indirect costs originating in

each department or agency of the gov-
ernmental unit carrying out Federal
awards and
(2)The costs of central governmental

services distributed through the oen-
tral service cost allocation plan and
not otherwise treated as direct costs.
(c) The requirements for development

and submtBBionof 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 &erVice.
The cost of services provided by one

agency to another within the govern-
mental unit may include 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 peroent of the direct salary and
wage cost of providing the service (ex-
cluding overtime, shift premiums, and
fringe benefits) may be used in lieu of
determining the actual indirect costs
of the service. These services do not in-
clude centralized services included in
central service cost allocation plans as
described in Appendix V to Part 200--

5200.419

StateJLoca.l Government and Indian
Tribe-Wide Central Service Cost Allo-
cation Plans.

SPECIAL CONSIDERATIONSFOR
INSTITUTIONS OF HIGHER EDUCATION

I iOOA18 Coe~ incurred by states and
local government..

Costs incurred or paid by a state or
loca.l government on behalf of its IHEs
for fringe benefit programs, sucn as
pension costs and FICA and any other
costs specifically incurred on behalf of,
and in direct benefit to, the IREs, are
allowable costs oi such IHE8 whether
or not these costs are recorded in the
accounting records of the institutions,
subject to the following:
(a) The costs meet the requirements

of 5§200.402 Composition of costs
through 200.411 Adjustment of pre-
viously negotiated indirect (F&A) cost
rates conte.1ning unallowable costs, of
this subpart;
(b) The costs are properly supported

by approved cost allocation plans in ac-
cordance with applicable Federal cost
accounting principles in this part; and
(c) The costs are not otherwise borne

directly or indirectly by the Federal
Government.

§200.419 Coet accounting standards
aDd dUclO11ur8statement.

(a) An IHE that receives aggregate
Federal awards totaling $50 million or
more in Federal awards subject to this
part in its most recently completed fis-
cal year must comply with the Cost
Accounting Standards Board's cost ac-
counting standards located at 48 CFR
9905.501. 9905.502, 9905.505. and 9905.506.
CAS-covered contracts awarded to the
IREs are subject to the CAS require-
ments at 48CFR 9900 through 9999 and
48CFR pa.rt 30(FAR Pa.rt 30).
(b) DisclosuTe statement. An IRE that

receives aggregate Federal awards to-
taling S50 mi1l1on or more subject to
this part during its most recently com-
pleted fiscal year must disclose their
cost accounting practices by filing a
Disclosure Statement (DS-2), which is
reproduced in Appendix In to Part
ZOO-Indirect (F&A) Costs Ident1f1ca-
tion and Assignment. and Rate Deter-
mination for Institutions of Higher
Education (lHEs). With the approval of
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the cognizant agency for indirect costs,
an IHE may meet the D8-2 submission
by submitting the D8-2 for each busi-
ness unit that received $50 million or
more in Federal aW&rds.

(1) The D8-2 must be submitted to
the cogn1za.ntagency for indirect costs
with a copy to the IHE's cognizant
agency Coraudit.

(2) An IHE is responsible for main-
ta.1n1ng an s.ccurate D8-2 and com-
plying with discloeed cost a.ccounting
practices. An IRE must me amend-
ments to the D8-2 to the cogn1za.nt
agency for indirectoosts six months in
advance of a disclosed practice being
changed to comply with a new or modi-
fied standard, or when a practioe is
changed for other reasons. An !HE may
proceed with implementing the change
only if it has not been not1fled 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
D8-2 may be submitted at any time.
Resubmission of a complete, updated
D8-2 is discouraged except when there
are extensive changes to disclosed
practices.

(3) con. and funding adjustments. Cost
adjustments must be made by the cog-
nizant agency for indirect costs if an
IHE fails to comply with the cost poli-
cies in this part or falls to consistently
follow its established or disclosed cost
accounting practices when estimating,
accumulating or reporting the costs of
Federal awards, and the aggregate cost
Impact on Federal awards is material.
The cost adjustment must normally be
made on an aggregate basie for all af-
fected Federal awards through an ad-
justment of the mE's future F&A oosts
rates or other means considered appro-
priate by the oogDizant agenoy for indi-
rect costa. Under the terms of CAS cov-
ered contracts, adjustments in the
amount of funding provided may also
be required when the estimated pro-
posal costs were not determined in 800-
cordance with established cost ac-
counting practioes.

(4) Overpayments. Exce85 amounts
paid in the aggregate by the Federal
Government under Federal awards due
to a noncompliant cost accounting
practioe used to estima.te, accumulate,

2 CFR Ch.1I (H-16 Edition)

or report costs must be credited or re-
funded, as deemed appropriate by the
cognizant agency for iridirect oosts. In-
terest applicable to the excess amounts
paid in the aggregate during the period
of noncompliance must also be deter-
mined and collected in a.ccordance with
appl1cable Federal agency regulations.

(6) Compliant cost accounting practice
changes. Changes from one compliant
cost a.ccounting practice to another
compliant practice that are approved
by the cognizant agency for Indirect
costs may require cost adjustments if
the change has a ma.terial effect on
Federal awards and the changes are
deemed appropria.te by the oognizant
agency for indirect costs.

(6) Responsibilities. The cognizant
agency for indirect cost must:

(1) Determine cost adjustments for
all Federal awards in the aggregate on
behalf of the Federal Government. Ac-
tions of the cognizant agency for indi-
rect cost in making cost adjustment
determinations must be coordinated
with all affected Federal a.warding
agencies to the extent necessa.ry.

(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 mE's cost accounting practices
and that the disclosed practices are
compliant with applicable CAS and the
requirements of this part.

(111) Distribute to all affected Federal
awarding agencies any D8-2 determina-
tion of adequacy or noncompllance.
[78 FR 7ll606, Dec. 36, 2018, 8.11 e.men4ed at 79
FR 76886, Dec. 19, 2014]

GENERAL PROVlSIONS FOR SELECrED
ITEMS OF COST

§2OO.4JO CoJUdderatloDli for &elected
iteDUIof eost.

This section provides principles to be
applied in establishing the allowability
of certain items involved in deter-
mining cost, in add1tion 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 d1rect
cost or indirect (F&A) cost. Failure to
mention a particular item of cost is
not intended to imply that it 1s either
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allowable or unallowable; rather, deter-
mination as to allowability in eaoh
case should be based on the treatment
provided for s1milar 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 unallowable
costs. In case of a disorepanoy between
the provisions of a spec1f1c Federal
award and the provisions below, the
Federal award gove1'Il8. Criteria out-
lined in 1200.403 Factors affeoting al-
lowab1l1ty of cost» must be applied in
determining a.llowab1lity. Bee also
§1I00.102 Exceptions.

§200.421 Advertising and public rela·
tiOD&.

(a) The term advertising costs means
the oosts of advertising media and cor-
ollary adm1n1strat1ve costs. Adver-
t.1s1ngmedia Include magazines, news-
papers, radio and television, direct
mail. exhibits, electronio or computer
transmittals, and the like.
(b) The only allowable advertising

costs are those which are solely for:
(1) The recruitment of personnel re-

quired by the non-Federal entity for
performanoe of a Federal award (See
also §2OO.463 Recruiting costs);
(2) The procurement of goods and

services for the performance of a Fed·
eral award;
(3) The disposal of scrap or surplus

ma.terials a.cqulred in the performance
of a Federal award exoept when non-
Federal entities are reimbursed for dis-
posal costs at a predetermined amount;
or
(4) Program outreach and other spe-

cific purposes necessary to meet the re-
quirements of the Federal award.
(c) The term "public relations" in-

cludes community. relatiol1ll and mesne
those activities dedicated to maintatn-
lng the image of the non-Federal entity
or maintaining or promoting under-
standing and favorable relations with
the community or public at large or
any segment of the public.
(d) The only allowable publ1c rela-

tions costs are:
(1) Costs specifically required by the

Federal award;
(2) Costs of communicating with the

public and preB8pertaining to specific

§200..424

activities or accomplishments which
result from performance of the Federal
award (these coets are col1ll1derednec-
essary Il8 part of the outreach effort for
the Federal award); or
(3) Costs of conducting general liai-

son with news media and government
public rela.tions omcers. to the extent
that such activities are limIted to com-
munication and liaison necessary to
keep the public informed on matters of
public concern, such as notices of fund-
ing opportunities, financial matters.
etc.
(e) Unallowable advertising and pub-

lic relations costs include the fol-
lowing:

(1) All advertising and public rela.-
tions costs other than as specified in
paragraphs (b) and (d) of this section;
(2) Costs of meetings, conventions.

convocations, or other events related
to other activities of the entity (Bee
also § 200.432 Conferences). including:

(1) Costs of displays. demonstrations,
and exhibits;
(ii) Costs of meeting rooms, bospt-

tality suites, and other special Cac1l1-
ties used in conjunction with shows
and other special events; and
(ill) Salaries and wages of employees

engaged in Betting up and displaying
exhibits. making demonatrationa, and
providing briet1ngs;

(3) Costs of promotIonal items and
memorabUla. including models, gifts.
and souvenirs;
(4) Oosts of advertising and public re-

latiOns designed solely to promote the
non-Federal entity.

t 200.422 Advisory councils.
Costs incurred by advisory councils

or committees are unallowa.ble unless
authorized by statute. the Federal
awarding agency or as an indirect cost
where allocable to Federal awards. See
1200.444 General costs of government.
applicable to states, local governments
and Indian tribes.

§200.423 .Alcoholic beverages.
Costs of alcohol:lc beverages are unal-

lowable.

§ 200.424 .Alumni/ae activities.
Costs incurred by IHEs for. or in sup-

port of, alumni/as activities are unal-
lowa.ble.

143

DAlTACHMENT _. .••_...•.....

PAGE _if.J OF .•.\.~ PAGES



§2oo.425

§200.425 Audit services.
(a) A reasonably proportionate share

of the costs of audits required by, and
performed in accordance with, the Sin-
gle Audit Act Amendments of 1996(31
U.S.C. 7501-'1507), as implemented by re-
qutremente of this part, are allowable.
However, the following audit costs are
unallowable:

(1) Any costs when audits reQuired by
the Single Audit Act and Subpart F-
Audit ReQuirements of this part have
not been conducted or have been con-
ducted but not in accordance there-
with; and

(2) Any costs of auditing a non-Fed-
eral 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 fiscal year.

(b) The costs of a financial statement
audit of a non-Federal entity that does
not currently have a Federal award
may be included in the indirect cost
pool for a cost allocation plan or indi-
rect cost proposal.

(c) Pass-through entities may charge
Federal awards for the cost of agreed-
upon-procedures engagements to mon-
Itor subrectjnente (in accordance with
Subpart D-Post Federal Award Re-
quirements of this part, §§ 200.330Sub-
recipient and contractor determina.-
trone through 200.332Fixed Amount
Subawards) who are exempted from the
requirements of the Single Audit Act
and Subpart F-Audit Requirements of
this part. This cost is allowable only if
the agreed-upon-procedures engage-
ments are:

(1) Conducted in accordance with
GAGASattestation standards;

(2) Paid for and arranged by the pass-
through entity; and

(3)L1mited in BCOpeto one or more of
the following types of compliance re-
quirements: activiLies allowed or
unallowed; allowable costs/cost prin-
ciples; eligibility; and reporting.

§200.42& Bad debts.
Bad debts (debts which have been de-

termined to be uncollectable), includ-
ing losses (whether actual or esti-
mated) arising from uncollectable ac-
counts and other claims, are unallow-

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

able. Related collection costs, and re-
lated legal costs, arising from such
debts after they have been determined
to be uncollectable are also unallow-
able. See also 1200.428 Collections of
improper payments.

1200.427 BoDding coda.
(a) Bonding costs arise when the Fed-

eral aW&1'dingagency reqntree assur-
ance against financial lOBSto itself or
othel'B by reason of the act or default
01 the non-Federal entity. They arise
also in Instances where the non-Fed-
eral entity requires Ili.mila.rassurance,
including: bonds as bid, performance,
pa.yment, advance payment, 1nfr1nge-
ment, and fidelity bonds for employees
and offio1als.

(b) costs of bonding required pursu-
ant to the terms and conditlons of the
Federal award &1'8allowa.ble.

(c) Costs of bondlng required by the
non-Federal entity in the general con-
duct of lts operations are a.llowable as
an indirect cost to the extent that such
bonding is in a.ccordance with BOund
business practice and the rates and pre-
miums are reasonable under the cir-
cumstances.

§JOO.428 Collections of improper pay-
ments.

The costs incurred by a. non-Federal
entity to recover improper payments
are a.llowa.bleas either direct or indi-
rect costs, as appropriate. Amounts
collected may be used by the non-Fed-
eral entity in accordance with cash
management standards set forth in
1200.305 Pallment.

t 300.439 Commencement and convoca-
tion C08ts.

For IHEs, costs incurred for com-
mencements and convocations are un-
aJlowa.ble,except as prov1dedfor in Ap-
pendix ill to Part 200-Ind1rect (F&A)
Costs Ident1flcation and Assignment,
and Rate Determina.tion for Institu-
tions of Higher Education (DiEs), para-
gyaph (B)(9) Student Administration
and Services, as student activity costs.

§ 200.430 CompeDsation-personal
liervices.

(a) General. Compensation for per-
sonal services includes all remunera-
tion, pa.ld cUlTently or accrued, for
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services of employees rendered during
the period 01 performance under the
Federal award. includ1ng but not nec-
essarily l1m1ted to wages and salaries.
Compensation for personal services
may also include fringe benefits which
are addressed in §200.431 Compensa-
tion-fringe benefits. Costs of com-
pensa.tion are a.llowable to the extent
that they sat1s1'y the spectnc require-
ments 01 this part. and that the total
compensation 10r individual employ-
ees:
(1) Is reasona.ble for the servioes ren-

dered and conforms to the established
written policy of the non-Federal enti-
ty consistently applied to both Federal
and non-Federal activities;
(2) Follows an appointment made in

accordance with a non-Federal entity's
laws a.ndlor rules or written polioies
a.ndmeets the requirements of Federal
statute. where a.pplicable; a.nd
(3) Is determined a.nd supported as

provided in paragra.ph (i) of this sec-
tion. Standards for Documentation of
Personnel Expenses. wben applicable.
(b) Reasonableness. Compensation for

employees engaged in work on Federal
awa.rdswill be considered reasonable to
the extent that it is consistent with
that pa.1dfor simlla.r work in other ac-
tivities of the non-Federal entity. In
O&8eSwbere the kinds of employees re-
quired for Federal awa.rds a.re not found
in the other activities of the non-Fed-
eral entity, compensation w1ll be con-
sidered reasonable to the extent that it
is comparable to that pa.1dfor similar
work in the la.bor ma.rket in which the
non-Federal entity competes for the
kind of employees involved.
(c) Pro/elSfonal activities outside the

non-Federal entitl/. Unless an arrange-
ment is spectnca.lly a.utborized by a
Federal awarding a.gency, a non-Fed-
eral entity must follow its written non-
Federal entity-wide poliCies and prac-
tices concern1Iig the permissible extent
of profeSSional services tbat can be pro-
vided outside the non-Federal entity
Cor non-orga.nizationa.l compensa.tion.
Wbere sucb non-Federal entity-wide
written policies do not exist or do not
a.dequa.tely define the permissible ex-
tent of consulting or other non-organi-
zationa.l activities undertaken for
extra outside pa.y. the Federal Govern-
ment may require tbat the effort of

§200.430

professiona.l staff working on Federal
awa.rds be allocated between:
(1)Non-Federal entity activities. a.nd
(2) Non-organizationa.l professional

activities. If the Federa.l a.warding
agency considers the extent of non-or-
ga.nizationa.l professional effort exces-
sive or inconsistent with the oonfliots-
of-interest terms a.nd conditions of the
Federa.l awa.rd, a.ppropriate a.rra.nge-
mente governing compensataon will be
negotia.ted on a case-by-case basts.
(d) Unallowable CO&t3. (1) Costs wh1ch

are unallowable under other sections of
tbese prtnctples must not be allowable
under this section solely on tbe basis
that they constitute personnel com-
pensa.tion.
(2) Tbe allowable compensation for

certain employees is subject to a. ceil-
ing in accordance with statute. For the
amount of the ceiling for cost-reim-
bursement oontracts, the covered com-
pensa.tion Ilubject to the ceiling, the
covered employees. a.nd other releva.nt
provisions, see 10 U.S.C. 2324(e)(I)(P),
a.nd 41 U.S.C. 112'1and 4304(a.)(16).For
other types of Federal a.wards, other
statutory ceilings ma.ya.pply.
(e) Special ccmsiderations. Specia.l con-

siderations in determining a.llowabi11ty
DC compensatton will be given to a.ny
cba.nge in a non-Federal entity's com-
pensa.tion policy resulting in a substan-
tial increa.se in its employees' level of
oompensa.tion (particularly wben the
cba.nge was conourrent with an in-
crease in the ratio of Federal awards to
other activities) or any change in the
treatment of allowa.bility of specifIc
types of compensation due to ohangee
in Federal policy.
(f) Incentive ccnnpensation. Incentive

compensation to employees based on
cost reduction, or efficient perform-
anoe, suggestion awa.rds, sa.fety a.wards.
etc .• is allowable to the extent that the
overall compensa.tion 1s determined to
be reasonable a.nd such costs a.re paid
or a.ccrued pursuant to an a.greement
entered into in good faitb between tbe
non-Federa.l entity and the employees
before the services were rendered. or
pursuant to an esta.bltshed plan fol-
lowed by tbe non-Federal entity so
consistently a.s 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, assoot-
ates, officers, or the immediate fami-
lies thereof, determination must be
made that such compensation is rea-
sonable Cor the actual personal services
rendered rather than a distribution of
earnings 1n exoeea of costs. This may
1nclude director's and executive com-
mittee member's fees, 1ncentive
awards, allowances for off-site pay, 1n-
centive pay, location allowances, hard-
ship pay, and cost-of-l1ving differen-
tials.
(h) /1I8titutfons of hfgher education

(IHEs). (1) Certain conditions require
special consideration and possible 11mi-
tattone in determining allowable per-
sonnel compensation coste under Fed-
eral awards. Among such condit1ons
are the following:
(i) Allowable activities. Charges to

Federal awards may include re&llonable
amounte for activities contributing
and directly related to work under an
agreement, such as delivering special
lectures about spec1f1caspects of the
Ongoing activity, writing reporte and
arttcles, developing and maintaining
protocols (human, animals, etc.), man-
aging substances/chemicals, managing
and securing project-specific data, 00-
ordinating research subjects, partici-
pating in appropriate seminars, con-
sulting with colleagues and graduate
students, and attending meetings and
conferences.
(11) Incidental activities. Incidental

activities for whioh supplemental com-
pell5&tion is allowable under written
institutional policy (at a rate not to
exceed institutional base salary) need
not be included in tlJ.erecords described
in para.gre.ph (i) of this section to di-
rectly oharge payments of incidental
activities, such activities must either
be specifically provided for in the Fed-
eral award budget or receive prior writ-
ten approval by the Fedei'aJ awarding
agency.
(2)Salary basis. Charges for work per-

formed on Federal awards by faculty
members during the academic year are
allowable at the IES rate. Except as
noted in paragraph (h)(I)(ii) of this sec-
tlon, in no event will charges to Fed-
eral awa.rds, irrespective of the basis of
computation, exceed the proportionate

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

share of the IES for that period. This
principle applies to aJ1members of fac-
ulty at an institution. ms is defIned as
the annual compensation paid by an
JHE for an 1ndividual's appo1ntment.
whether that 1ndividual's time is spent
on research, instruction, administra-
tion, or other activ1ties. ms excludes
any income that an individual earns
outside of duties performed for the
IHE. Unless there is prior approval by
the Federal awarding agency, charges
of a faculty member's salary. to a Fed-
era.l awa.rdmust not exceed the propor-
tionate share of the ms for the period
during which the faculty member
worked on the award.

(3) /ntTa-11l8titution of Higher Eciu-
cation (IHE) consulting. Intra-DIE con-
sulting by faculty is assumed to be un-
dertaken as an mE obligation requir-
ing no compensation in addition to
ms. However, in unusual cases where
consultation is across departmental
lines or involves 8. 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 Move ms are
allowa.ble provided that such con-
sulting arrangements are specifically
provided for in the Federa.l award or
approved in writing by the Federa.l
awarding a.gency.
(4) Extra Service Pay normally rep-

resents overload compensation, subject
to iilstitutional compensation policies
for services above and beyond ms.
Where extra service pay is a result of
Intra-IBE 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 which
apply uniformlY to aJ1 faculty mem-
bers, not just those working on Federal
awards.
(11) The non-Federa.l entity estab-

lishes a consistent written deimitlon of
work covered by IBS which 1s specific
enough to determine conolusively when
work beyond that level bas occurred.
This ma.y be described in appointment
letters or other documentations.
(11i) The supplementation amount

paid is commensurate with the rns

146

NT DATT ACHME .-.------ ..•. -.-.
nAr:c -10 m: 140PAGES



OMB Guidance

rate of pay and the amount of addi-
tiona.l work performed. See paragraph
(h)(2) of this section.
(iv) The salaries, &8 supplemented,

fall within the sa.la.ry structure and
pay ra.nges established by and docu-
mented in writing or otherwise applioa-
ble to the non-Federal entity.
(v) The total sa.laries charged to Fed-

eral aw~ 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 &8 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
sala.ry period will be at a. rate not in
excess of the ms.
(ii) Cha.rges for teaching activities

performed by faculty members on Fed-
eral awards during periods not included
in ms period will be ba.sed on the nor-
mal written policy of the !HE gov-
erning compensation to faculty mem-
bers for teaching &8signments during
such periods.

(6) Pan-time facultJ/. Cha.rges for work
performed on Federal awards by fac-
ulty members ha.v1ng only part-time
appointments w1li be determIned at a
rate not in excese of tha.t regularly
paId for part-time a.ssignments.

(7) Sallbatical leave costs. Rules for
sabbatical leave are as follow:
(I) Costs of leaves of absence by em-

ployees for performance of graduate
work or sabbatical study, travel, or re-
searcb are allowable provided the IHE
has a uniform written policy on sa.b-
batlcal leave for persons engaged in in-
struotion and persons engaged in re-
search. Such costs will be allocated on
an equi table basis among all rela.ted
activities of tbe !HE.
(ii) Where sabbatica.l leave is in-

cluded in fringe benefits for which a
cost is determined for aesesement &8a
direct charge, the aggregate amount of
such assessments applicable to all
work of the institution during the base
period muet be rea.sonable in relation
to the DIE's actual experience under
its sa.bba.ticalleave policy.

(8) Salary rates for non-faculty mem-
bers. Non-faculty full-time professional
personnel may also ea.rn "extra service

§2OO.43O

pay" in accordance with the non-Fed-
eral entity's written policy and con-
sistent with paragraph (h)(l)(i) of this
section.

(1) Standards for Documentation of Per-
sonnel Expenses (1) Charges to Federal
a.wards for salaries and wages must be
based on records that accurately re-
flect the work performed. These
reoords must:
(I) Be supported by a system of inter-

na.l control which provides reasonable
assurance that the charges are accu-
rate, a.llowable, and properlY allocated;
(11) Be iucorporated into the official

reoords of the non-Federal entity;
(l1i) Reasonably reflect the total ac-

tivity for which the employee 1s com-
psnsa.ted by the non-Federal entity,
not exceeding 100%of compensated ac-
tivities (for IHE, this per the nm's def-
inition of IBS);
(tv) Encompass both federally as-

sisted and all other activities com-
pensated by the non-Federal entity on
an Integrated basis, but may include
the use of subsidia.ry records as defined
in the non-Federal entity's written pol-
icy;
(v) Comply with the established ac-

counting policies and practices of tbe
non-Federa.l entity (See paragraph
(h)(1)(11)above for treatment of inci-
dental work for IHEs.); and
(vi) [Reserved]
(vll) Support the distribution of the

employee's salary or wages among spe-
cific activities or cost objectives if the
employee works on more than one Fed-
eral award; a Federal award and non-
Federal award; an indirect cost activ-
ity and a direct cost activity; two or
more indirect activities wbich are allo-
oated using different allocation bases;
or an una.llowable activity and a.direct
or indirect cost activity.
(vHf) Budget estimates (1.e., esti-

mates determined before the services
are performed) a.lone do not qua.lily as
support for charges to Federal awards,
but may be used for interim accounting
purposes, provided that:
(A) The system for establishing the

estimates produces reasonable approxi-
mations of the activity actually per-
formed; .
(B) Significant changes in the cor-

responding work activity (as defined by
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the non-Federal entity's written poli-
cies) are identified a.ndentered into the
records in a timely manner. Short tenn
(such as one or two monthe) fluotua.-
non between workload categor1es need
not be cODllideredas long as the dis-
tr1bution of salaries and wages is rea-
sonable over the longer tenn; and

(0) The non-Federa.l entity's system
of internal controls includes processes
to review a.fter-the-fa.ct inter1m
charges made - to a Federal awards
based on budget estimates. .All nec-
essary adjustment must be made such
that the final amount charged to the
Federa.l award Is accurate, allowable,
and properly a.lloca.ted.

(ix) Because pra.ctices vary as to the
a.ctivity constituting a full workload
(for IHEs, !BB), records may reflect
categories of a.ctivities expressed as a
percenta.ge distribution of total activi-
ties.

(x) It is recognized that tea.ching, re-
search. service. and administration are
often inextricably intermingled in an
academ1c setting. When recording eala-
ries and wages charged to Federal
awards for mBs. a precise asseesment
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 pa.ra.graph (1)(1) of this
section. the non-Federal entity will not
be required to provide additional sup-
port or documentation for the work
perfonned, other than that referenced
in paragraph (1)(3) of this section.

(3) In accordance with Department of
Labor regulatloDll 1mplementing the
Fair Labor Standards Act (FLSA) (29
CFR part 516), charges for the salaries
and wages of nonexempt employees, in
addition to the supporting documenta.-
tion described in this eeotron, must
also be supported by records indicating
the total number of hours worked each
day.

(4) Salaries and wages of employees
used in meeting cost sbar1ng or match-
ing requirements on Federal awards
must be supported in the same manner
as salaries and wages claimed for reim-
bursement from Federal a.wards.

(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 Edtlon)

in pls.ce 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 quantifta.ble measures
of work perfonned.

(t) Substitute systems which use
sampling methods (pr1mar11yfor Tem-
porary Assistance for Needy Families
(TANF), the Supplementa.I Nutrition
AlISistance Program (SNAP), Medicaid,
and other public assistance programs)
must meet acceptable statistical sam-
pling standards including:

(A) The sampling universe must in-
clude all of the employees whose sala-
ries and wages are to be allocated
based on sample results except as pro-
vided in paragraph (i)(5)(1i1)of this sec-
tion;

(B) The entire time period involved
must be covered by the sample; and

(C) The results must be statistically
valid and apptted to the period being
sa.rnpled.

(ii) Allocating charges for the sam-
pled employees' supervisors, cler1cal
a.nd support staffs, based on the results
01 the sampled employees, w11lbe ac-
ceptable.

(111) Less than full compliance with
the statistical sampling sta.nda.rds
noted in Bubsection (6)(i) may be ac-
oepted by the cognizant agency for in-
direct costs if it concludes that the
amounts to be alloca.ted to Federal
ILwa.rdswill be mintmal, or if it con-
cludes tha.t the system proposed by the
non-Federa.l entity will result in lower
costs to Federal awards than II.Ilystem
·which complies with the standards.

(6) Cogniza.nt agencies for indirect
costs are enoouraged to approve alter-
native proposals based on outcomes
and m1lestones for program perfonn-
ance where these are clea.rly docu-
mented. Where approved by the Federal
cognimnt agency for indirect coste,
these plans are aooeptable as an alter-
native to the requirements of para-
graph (i)(l} of this section.

(1) For Federal awards of similar pur-
pose activity or instances of a.pproved
blended funding, a non-Federal entity
may submit performance plans that in-
oorporate funds from multiple Federal
ILwardsand account for their combined
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use .based on performance-orlented
metrics, provided. that such plans are
approved in advance by all involved
Federal awarding agencies. In these in-
stances, the non-Federal entity must
submit a request for waiver of the re-
quirements based on documentation
that describes the method of chArging
costa, 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 oer-
tifioations, or equivalent dooumenta-
tion that support the records as re-
quired in this section.
[78 FR 7ll6Oll,Dec. 26, 2018, as ameDded at 79
FR 75886,Dec. 19, 2014]

1200.431 Compenllation--lringe bene-
fits.

(a) Fringe benefits s.re allowances
and services provided by employers to
their employees as compensation in ad-
dition to regular sala.r1es and wages,
Fringe benefits include, but are not
limited to, the costs of leave (vacation,
family-related, sick or military), em-
ployee Insurance, pensions, and unem-
ployment benefit plans. Except as pro-
vided elsewhere in these principles, the
costs of fringe benefits are allowable
provided that the benefits are reason-
able and are required by law, non-Fed-
eral entity-employee agreement, or an
established policy of the non-Federal
entity.
(b) Leave. The cost of fringe benefits

in the form of regu1s.r compensation
paid to employees during periods of au-
thorized absences from the job, such as
for annual leave, fa.mlly-related leave,
sick leave, holidays, court leave, mili-
tary leave, administrative leave, and
other simils.r benefits, are allowable if
all of the following criteria are met:
(1) They are provided under estab-

lished written leave poltctee:
(2) The costs are equitably allocated

to all related activities, including Fed-
eral awards; and,
(3) The accounting basis (cash or ac-

crual) selected for costing each type of
leave is conSistently followed by the

§200.431

non-Federal entity or specified group-
ing of employees.
(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 liability as defined by GAAP exists
when the leave is earned. When a non-
Federal entity uses the accrual basis of
acoounting, s.1lowable 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 securtty; employee
life, health, unemployment, and work-
er's compensation insurance (except as
indicated in §200.447Insurance and in-
demnification); pension plan costs (see
IJ&I'8.8"raph(i) of this section); and other
similar benefits s.re allowable, provided
such benefits are granted under estab-
lished written poltctee, Such benefits,
must be allocated to Federal awards
and all other activities in a manner
consistent with the pattern or benefits
attributable to the individuals or
group(s) of employees whose eala.r1es
and wages are ohargeable to suoh Fed-
eral awards and other activities, and
charged as direct or indireot costs in
accordance with the non-Federal enti-
ty's aocounting practices.
(d) Fringe benefits may be aBSigned

to cost objectives by identifYing 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 s.1location method is used, separate
allocations must be made to selective
groupings of employees, unless the
non-Federal entity demonstrates that
costs in relationship to sala.r1es and
wages do not dUfer significantly for
different groups of employees.
(e) Insurance. See also §200.447Insur-

ance and indemnification, paragraphs
(d)(I) and (2).
(1) Provisions for a reserve under a

self-insurance program for unemploy-
ment compensation or workers' com-
pensation are allowable to the extent
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that the provi8ions represent reason-
able estimates of the liabilities for
such compensation, and the types of
coverage, extent of coverage, and rates
and premmms would have been allow-
able had insurance been purchased to
cover the risks. However, provisions for
self-insured liabilities which do not be-
come payable for more than one year
a.fter the provision is made must not
exoeed the present value of the l1abU-
ity.

(2) Costs of insurance on the lives of
trustees. officers, or other employees
holding positions of similar responsi-
bility are allowable only to the extent
that the insurance represents addi-
tional compensation. The costs of such
insurance when the non-Federal entity
is named as beneficiary are unallow-
able.

(3) Actual claims paid to or on behalf
of employees or former employees for
workers' compensation. unemployment
compensation. severance pay, and simi-
lar employee benefits (e.g.• post-retire-
ment health benefits), are allowable in
the year of payment provided that the
non-Federal entity follows a consistent
costing policy.

(f) AutQ17lobiles. That portion of auto-
mobile costs furnished by the entity
that relates to personal use by employ-
ees (including transportation to and
from work) is unallowable 808friDge
benefit or indirect (F&A) costs regard-
less of whether the cost is reported as
taxable income to the employees.

(g) Pension Plan Costs. Pension plan
costs which are incurred in accordance
with the established policies of the
non-Federal entity are allowable. pro-
vided that:

(1) Suoh policies meet the test of rea-
aonableness.

(2)The methods of cost allocation are
not disorlminatory.

(3) For entities using accrual based
accounting. the cost asatgned to each
fisoal year ie determined in accordance
with GAAP.

(4) The costa 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 ·tonor-
mal and past service pension costs
caused by a delay in funding the actu-
arial liability beyond 80 calendar days
a.fter eaoh quarter of the year to which

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

such costs are a.l!8ignableare unallow-
able. Non-Federal entity may elect to
follow the "Cost Acoount1ng Standard
for Composition and Me808urementof
Pension Costs" (48 CFR 9904.412).

(5) Pension plan termination insur-
ance premiums paid pursuant to the
Employee Retirement Income Security
Act (ERISA) of 1974 (29 U.S.C. 1801-1461)
are allowable. Late payment charges
on such premiums are unallowable. Ex-
cise taxes on a.ooumulated funding defi-
ciencies and other penalties imposed
under ERISA are unallowable.

(6) Pension plan costa may be com-
puted using a pay-as-you-go method or
an a.oceptable actuarial cost method in
acccrdance with establiBbed written
policies of the non-Federal entity.

(i) For pension plans flnanced on a
pay-as-you-go method. allowable costs
will be limited to those representing
actual payments to retirees or their
beneficiaries.

(11)Pension costa calculated using an
actuar1a.1cost-based method recognized
by GAAP are allowable for a.given fis-
cal year if they are funded for that
year within six.months after the end of
that year. Costa funded a.fter the six
month period (or a later period agreed
to by the cognizant agency for indirect
costs) are allowable in the year funded.
The cognizant agency for indirect costs
may agree to an extension of the six
month period if an appropriate adjust-
ment ie made to compensate for the
timing of the cba.rges to the Federal
Government and related Federal reim-
bursement and the non-Federal enti-
ty's contribution to the pension fund.
Adjustments may be made by cash re-
fund or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in excess of contributions
to the pension fund.

(iii) Amounts funded by the non-Fed-
eral entl ty in eXDeI!8of the actuarially
determined amount for a fiscal year
may be used as the non-Federal enti-
ty's contribution in future periods.

(iv) When a non-Federal entity con-
verts to an acceptable actuarial cost
method. as defined by GAAP,and funds
pension coste in accordance with this
method, the unfunded liability at the
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time of conversion is allowable if am-
ortized over a period of years in accord-
ance with GAAP.
(v) The Federal Government must re-

ceive an equitable share of any pre-
viously allowed pension coste (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) relers to
costs of health insurance or health
services not included in a pension plan
covered by paragraph (g) of this section
for retirees and their spouses, depend-
ents, and survivors. PRHP costs may
be computed using a pay-as-you-go
method or an acceptable actuarial cost
method in accordance with established
written polfotes of the non-Federal en-
tity.
(1) For PRHP financed on a pay-as-

you-go method, allowable costs will be
limited to those representing actual
payments to retirees or their bene-
fioiaries.
(2) PRHP costs calculated using an

actuarial cost method recognized by
GAAP are allowable if they are funded
for that year within six months after
the end of that year. Costs funded after
the six month period (or a later period
agreed to by the cognfsant, agency) are
allowable in the year funded. The Fed-
eral cognizant &Benoyfor indireot coets
may agree to an extension of the six
month period if an appropriate adjust-
ment is made to compensate for the
t1ming 01 the charges to the Federal
Government and related Federal reim-
bursements and the non-Federal enti-
ty'S oontributions to the PRHP fund.
Adj~stments may be made by oash re-
fund, reduotion in current year's PRHP
costs, or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in IlXceSSof oontributions
to the PRHP fund.
(3) Amounts funded in excess of the

a.ctuarlally determined amount for a
fiscal year may be used as the Federa.l
Government's contribution in a future
period.
(4) When a non-Federal entity OOD-

verts to an acceptable actuarial cost
method and funds PRHP costs in ac-
cordance with this method, the initial

§2OO.431

unfunded llab1l1ty attributable to prior
years is allowable if amortized over a
period of years in acoordance with
GAAP, or, 11 no such GAAP pertod ex-
ists, over a period negotiated with the
cognizant agency for indirect. costs.
(5) To be allowable in the current

year, the PRHP costs must be paid ei-
ther to:
(1) An insurer or other benefit pro-

vider as current year costs or pre-
miuma, or
(U)An insurer or trustse to maintain

a trust fund or reserve for the sole pur-
pose of providing post-retirement bene-
fits to retirees and other beneficiaries.
(6) The Federal Government must re-

ceive an equitable share of any
amounts of previously allowed post-re-
tirement benefit costs (including earn-
ings thereon) which revert or inure to
the non-Federal entity in the form of a
refund, withdrawal, or other credit.
(i) seoerance Pall. (1) Severance pay,

also oommonly referred to as dism1ssal
wages, is a payment in addition·to reg-
ular salaries and wages, by non-Federal
entities to workers whose employment
is being terminated. Costs of severance
pa.y are allowable only to the extent
that in each case, it is required by (a)
law, (b) employer-employee agreement,
(c) established pollcy that constitutes,
in effeot, an impl1ed 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 ourrent oper-
ations is reasonable in light of pay-
ments aotually made for normal
severances over a representative past
period, and if amounts charged are al-
located to all activities of the non-Fed-
eral entity.
(li) Measurement of costs of a.bnor-

mal or mass severance pay by means of
an accrual will not achieve equity to
both parties. Thus, accruals for this
purpose are not allowa.ble. However,
the Federal Government recognizes its
obligation to participate, to the extent
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of its fair share, in any spectnc pay-
ment. Prior approval by the Federal
awarding agency or cognizant agency
for indirect cost, as appropriate, is re-
quired.
(3) Coste incurred in certain sever-

ance pay packages which are in an
amount in excese 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 unallowa.ble.
(4) Severance payments to foreign na-

tionale employed by the non-Federal
ent1ty outside the United States, to
the extent tha.t the amount exceeds the
customary or preva.1ling practices for
the non-Federal entity in the United
States, are unallowable, unless they
are necessary for the performance of
Federal programs and approved by the
Federa.l awarding agency.
(5) Sever&.Jlcepayments to foreign na-

tionals employed by the non-Federal
entity outside the United States due to
the termination of the foreign national
as a.result of the closing of, or curtail-
ment of activities by, the non-Federa.l
entity in that country, are unallow-
able, unless they are neceS6ary for the
performance of Federal programs and
a.pproved by the Federal a.warding
agency.
<n(l) For IHE$ only. Fringe benefits in

the form of tuition or remission of tui-
tion for individua.l employees are al-
lowable, provided such benefits are
granted in accordance with established
non-Federal entity policies, and are
distributed to all non-Federal entity
a.ctivities on an equitable basis. Tui-
tion benefits for family members other
than the employee are unallowable.
(2) Fringe benefits in the form of tui-

tion or remission of tuit10n for indi-
vidual employees not employed by
IHEs are l1mited to the tax-free
amount allowed per section 127of the
Internal Revenue Code as amended.
(3) IHEs may offer employees tuition

waivers or tuition reductions for un-
dergradua.te education under IRe Sec-
tion 117(d) as amended, provided that
the benefit does not diecrlmina.te in
ravor of highly compensated employ-
ees. Federal reimbursement of tuition

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

or remission of tuition is also limited
to the institution for which the em-
ployee works. See §200.466Scholarshipe
and student a.1dcosts, for treatment of
tuition remission provided to students.
(k) For IHEs whose costs are paid by

state or local governments. fringe ben-
e11t programs (such as pension costs
and FICA) and any other benefits costs
specifically incurred on behalf of, and
in direct bene11t to, the non-Federal
entity, are allowable costs of such non-
Federal ent1ties whether 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 BasiC Considerations In §§200.402
Composition of costs through 200.411
Adjustment of previously negotiated
indirect (F&A) cost rates containing
unallowa.ble costs of this subpart;
(2) The costs are properly supported

by approved cost alloca.tion pla.ns in ac-
cordance with appl1cable Federal cost
accounting principles; and
(3) The costs are not otherwise borne

directly or indirectly by the Federal
Government.
[78 FR 78608,Dec. 26, 2013, Iloll amended at 79
Fa75886,Dec. 19, 2014]

§200.432 Conferencell.
A conference is defined as a meeting,

retreat. semina.r, sympos1um. work-
shop or event whose primary purpose is
the d1ssemination of technical infor-
mation beyond the non-Federal entity
and Is necessary and reasonable for
auccessrul performance under the Fed-
eral award. Allowable oonference costs
paid by the non-Federal entity &8 B.
sponsor or host of the conference may
Include rental of facilities, speakers'
fees. costs of meals and refreshments,
local transportation, and other items
incidental to such conferences unless
further restricted by the terms and
conditions of the Federal awa.rd. M
needed, the costs of identifYing, but
not providing, locally available depend-
ent-ca.re resources are allowable. Con-
ference hosts/sponsors must exercise
discretion and judgment in ensuring
that conference costs are appropriate,
necessary and managed in a. manner
that minimizes costs to the Federal
awa.rd. The Federal B.wa.rdingagency
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may authorize exceptions where appro-
priate for programs including Indian
tribes, children, and the elderly. See
also §§200.488 Entertainment oosts.
200.466 Participant support costs,
200.474 Travel coste, and 200.475 Trust-
ees.

§200.433 Contingency proviliions.
(a) Oontingency is that part of a

budget estimate of future costs (typi-
cally of large oonstruotion projects, IT
systems. or other items as approved by
the Federal awarding agency) which is
associated with possible events or con-
ditions arising from causes the precise
outcome of whioh is indeterminable at
the time or 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 chapges, unfore-
seen risks, or extraordinary events
may not be inoluded.
(b) It is permissible for contingency

amounts other than those excluded in
paragraph (a) of this section to be ex-
pliCitly included in budget estimates,
to the extent they are necessary to im-
prove the precision of those estimates.
Amounts must be estimated using
broadly-accepted cost estima.ting
methodologies, spec1f1edin the budget
documentation of the Federal award.
and accepted by the Federal awarding
agency. As such, contingency amounts
are to be included in the Federal
award. In order for actual costs in-
curred to be allowable, they must com-
ply with the cost principles and other
requirements in this pa.rt (see also
§§200.300 Statutory and national policy
requirements through 200.909 Period 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 agency to the non-Federal
entity's "oontingency reserve" or any
similar payment made for events the
occurrence of which cannot be foretold
with certainty as to the time or inten-
sity, or with an assurance of their hap-
pening, are unallowable, except as
noted in §§200.4S1 Compensation-

§200A34

fringe benefits regarding self-insur-
ance, pensions. severance and post-re-
tirement health costs and 200.447 Insur-
ance and indemnification.
['18FR 78608, Dec. 26, 2015, as a.mended at 79
FR 75886.Dec. 19, 2014)

§JOO.4S4 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 services and prop-
erty may be used to meet cost sharing
or matching requirements (see 1200.306
Cost sharing or matching). Deprecia-
tion on donated assets is permitted in
accordance with §200.436 Depreciation,
as long as the donated property is not
counted towards cost sharing or
matching requirements.
(c) Services donated or volunteered

to the non-Federal entity may be fur-
nished to a non-Federal entity by pro-
fessional and technical personnel, con-
sultants, and other skilled 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 oost shar-
ing or matching requirements in ac-
cordance with the provisions of §200.306
Oost sharing or matching.
(d) To the extent feasible, services

donated to the non-Federal entIty will
be supported by the same methods used
to support the allocab1l1ty of regular
personnel services.
(e) The follOwing provisions apply to

nonprofit organizations. The value of
services donated to the nonprofit orga-
mzataon utilized in the performance of
a direct cost activity must be consid-
ered in the determination of the non-
Federal entity's indirect cost rate(s)
and, accordingly, must be allocated a
proportionate share of applicable indi-
rect costs when the following cir-
cumstances exist:
(1) The aggregate value of the serv-

ices is material;
(2) The services are supported by a

significant amount of the indirect
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costs incurred by the non-Federal enti-
ty;
(1) In those instances where there Is

no basls for detennining the !air mar-
ket value 01 the services rendered, the
non-Federal entity And the cognizant
agency for indirect coste must nego-
tiate an appropriate aJlocation of indl-
rect oost to the servioes.
(11) Where donated services directly

benefit Aproject supported by the Fed-
eral award, the indirect costs allocated
to the services w111be considered as a
part of the total oosts of the project.
Such indirect costs may be reimbursed
under the Federal award or uaed to
meet cost sharing or matching require-
ments.
(f) Fair market value of donated

services must be computed as described
in §200.306 Cost sharing or matching.
(g) Personal Property and Use of

Space.
(1) Donated personal property and

use of space may be furnished to a non-
FederaJ entity. The value of the per-
sonal property and space may not be
oharged to the Federal award either as
a direct or indirect oost.
(2) The value of the donations may be

used to meet cost sharing or matching
share requirements under the condi-
tions desoribed in §l200.300 Statutory
and national polioy requi1'ements
through 200.309 Period of perfonnanoe
of subpart D 01 this part. The value of
the donations must, be determined in
accordance with §§200.300 Statutory
and national polioy requirements
through 200.309 Period 01 performanoe.
Where donations are treated as indireot
costs, indireot oost rates will I!epa.ra.te
the value of the donations eo that re-
imbursement will not be made.
['18 FR 786Oll,Dec. 26, 2013, IUl amendedat 79
FR 75886,Dec. 19, 2014]

§200.485 Defe_ IUld.pl"08eClution of
criminaI and civil prooeedings.
claim., appeab and patent infringe-
ment ••

(a) Definitions for the purposes of
this seotion.
(1) Conviction means a judgment or

conviction of a criminal offense by any
oourt of oompetent jurisdiction, wheth-
er entered upon verdict or a plea, in-
cluding a conviction due to a plea of
nolo contendere.

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

(2) Costs include the services of in-
hOU8Bor private counsel, accountants,
consultants. or others engaged to as-
sist the non-FederaJ entity before, dur-
ing, and after commencement of a judi-
c1al or administrative proceeding, that
bear a direct relationship to the pro-
ceeding,
(3) Fraud means:
(1) Acts of fraud or corruption or at-

tempts to defr&ud the FederaJ Govern-
ment or to corrupt its agents.
(11) Acts that constitute a cause for

debarment or sUSP.Bnsion(as epecified
in agency regulations), and
(11i) Acts which violate the Falae

Claims Aot (31 U.S.C. 3729-8732) or the
Anti-kickback Act (41 U.S.C. 1320a.-
7b(b».

(4) Penalty does not include restitu-
tion. reimbursement. or compensatory
damages.
(5) Proceeding inoludes an investiga-

tion.
(b) Costs. (1) Except as otherwiae de-

scribed herein. coste incurred 1n con-
nection with any criminal, civil or ad-
ministrative proceeding (including fil-
ing of a false certification) commenoed
by the Federal Government, a state,
local government, or foreign govern-
ment. or joinsd 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 fonner em-
ployee of the non-Federal entity who
submits a whistleblower oomplaint of
reprisal in accordance with 10 U.S.C.
2409 or 41 U.S.C. 4712).are not allowable
if the proceeding:
(1)Relates to a violation of. or fallure

to comply with. a Federal, state. 100&1

or foreign statute, regulation or the
tenns and conditions of the Federal
award. by the non-Federal entity (in-
cluding itl! agents and employees); and
(11)Results in any of the following

dil!positions:
(A) In a criminal proceeding. a con-

viction.
(B) In a civil or administrative pro-

ceeding involving an allegation of
fraud or Bimilar misconduot, a deter-
mination of non-Federal entity liabil-
ity.
(C) In the case of any civil or admin-

iBtrative 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 a.ction under 10 U .S.C. 2409
or 41 U.S.C. 4712.

(D) A f1na.ldecision by an appropriate
Federa.l ofi'icial to debar or suspend the
non-Federal entity, to rescind or void a
Federal award, or to terminate a Fed-
era.l award by reason of a violation or
failure to comply with a statute, regu-
lation, or the terms and conditions of
the Federa.l award.

(E) A disposition by consent or com-
promise, if the action could have re-
sulted in any of the dispositions de-
scribed in paragraphs (b)(l)(il)(A)
through (D) of this section.

(2) If more than one proceeding in-
volves the sa.me alleged misconduct,
the costs of all such proceedings are
unallowable if any results in one of the
dispositions Bhown in paragraph (b) of
this section.

(c) If a proceeding referred to In para.-
graph (b) of this section is commenced
by the Federal Government and is re-
solved by consent or compromise pur-
suant to an agreement by the non-Fed-
eral entity and the Federal Govern-
ment, then the oosts incurred may be
a.llowed to the extent speoifically pro-
vided in suoh agreement.

(d) If a proceeding referred to in pa.ra.-
graph (b) of this seotion is commenced
by a state, local or foreign government,
the authorized Federal offiCial may
allow the costs inourred if such author-
ized officia.l determines that the costs
were incurred as a result of:

(1) A speoific term or condition of the
Federal award, or

(2) Specific written direction of an
authorized official of the Federal
awarding agenoy.

(e) Costs incurred in conneotion with
prooeedings described in paragraph (b)
of this section, which are not made un-
allowable by that subsection, may be
allowed but only to the extent that:

(1) The costs are reasonable and nec-
essary in relation to the administra-
tion of the Federal award and activi-
ties required to deal with the pro-
ceeding and the underlying cause of ac-
tion;

(2) Payment of the reasonable, nee-
essa.ry, allocable and otherwise allow-

§200A35

able coste incurred is not prohibited by
any other provision(s) of the Federal
award;

(3) The costs are not recovered from
the Federa.l Government or a third
party, either directly as a result of the
proceeding or otherwise; and,

(4) An authorized Federal offioial
must determine the percentage of costs
allowed considering the complexity of
litigation, generally accepted prin-
ciples governing the award of legal fees
in oivil a.ctions involving the United
States, and such other factore as may
be appropriate. Such percentage must
not exceed 80 percent. However, if an
agreement reached under paragraph (c)
of this section has explicitly consid-
ered this 80 percent l1mitation and per-
mitted a higher percentage, then the
full amount of costs resulting from
that agreement are allowable.

(f) Costs incurred by the non-Federal
entity in connection with the defense
of suits brought by its employeee or ex-
employees under section 2 of the Major
Fraud Act of 1988 (18 U.S.C. 1031), in-
cluding the cost of all relief necessary
to make such employee whole, where
the non-Federal entity was found liable
or settled, are unallowable.

(g) Costs of prosecution of claims
against the Federal Government, in-
clucllng a.ppea.lsof final Federal agency
decisions, are una.llowable.

(b) Costs of legal, accounting, and
consultant services, and related costs,
incurred in connection with patent in-
fringement litigation, are unallowable
unless otherwise provided for in the
Federal a.ward.

(1) Costs which may be unallowa.ble
under this section, including directly
assoc1ated costs, must be segrega.ted
and accounted for separately. During
the pendency of any proceeding covered
by paragraphs (b) and CO of this sec-
tion, the Federal Government must
generally withhold payment of such
costs. However. if in its best interests,
the Federal Government may provide
for conditional payment upon provision
of adequate security, or other adequate
assurance, and ap-eement to repay all
una.llowable costs, plus interest, if the
costs are subsequently determined to
be unallowable.
['18 FR 78608, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19, 2014]
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§200.436 Depreciation.
(a) Depreciation is the method for al-

locating the cost of fixed asseta to peri-
ods benefitting from asset use. The
non-Federal entity may be com-
pensated for the use of its buildings,
capital Improvements, equipment, and
software projecte capitalized in accord-
ance with GAAP, prov1ded that they
are used, needed In the non-Federal en-
tIty's activities, and properly allocated
to Federal awards. Such compensation
must be made by computing deprecia-
tion.
(b) The allocation for depreciation

must be made In accordance with Ap-
pendices ill through IX.
(c) DeprecIo.tion is computed apply-

ing the following rules. The computa-
tion of depreciation must be based on
the acquisition cost of the assets in-
volved. For an asset donated to the
non-Federal entity by a third party, its
fair market value at the time of the do-
nation must be considered as the o.cqui-
sition cost. Such assets may be depre-
ciated or claimed &.B matching but not
both. For the purpose of computing de-
preciation, the acquisition cost will ex-
clude:
(1)Tbe cost of land;
(2) ADy portion of the cost of build-

ings and equipment borne by or do-
nated by the Federal Government, irre-
spective of where title WB.8 orig1na.l1y
vested or where it is presently located;
(3) Any portion of the cost of build-

ings and equipment contributed by or
for the non-Federal entity where law or
agreement prohibits recovery; and
(4) My asset acquired solely for the

performance of a non-Federal award.
(d) When computing depreCiation

charges, the following must be ob-
served:
(1) Tbe period of useful service or

useful 11feestablished in each C&.Befor
usable ca.pital asaets must take into
consideration such factors as type of
construction, nature of the equipment,
technological developments in the par-
tIcular area, historical data, and the
renewal and replacement policies fol-
lowed for the indiv1dual items or class-
es of assets involved.
(2) The depreciation method used to

charge the cost of an asset (or group of
assets) to accounting periods must re-
flect the pattern of consumption of the

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

asset during its useful life. In the ab-
sence of clear evidence indicating" that
the expected consumption of the &.BB8t
will be slgn1fica.n.t1ygreater in the
early portions than in the later por-
tions of its ueefull1fe, the straight-line
method must be presumed to be the ap-
propriate method. Depreciation meth-
ods once used may not be changed un-
less approved in advance by the cog-
nizant agency. The depreciation meth-
ods used to calculate the depreoiation
amounts for indirect (F&A) rate pur-
poses must be the same methods used
by the Don-Federal entity for its finan-
cial statements.
(8) The entire building, including the

shell and all components, may be treat-
ed as a single asset and depreciated
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
\Uleful life. The bu1ld1ng components
must be grouped into three general
components of a. bu1lding: building
shell (including construotion and de-
sign costs), building services systems
(e.g., elevators, HVAC, plumbing sys-
tem and beating and air-conditioning
system) and fixed equipment (e.g.,
sterilizers, casework, fume hoods, cold
rooms and glassware/washers). In ex-
ceptional oaees, a cognizant agenoy
may authorize a non-Federal entIty to
use more than these three groupings.
When a non-Federal entity electe to de-
preciate its buildingll by its compo-
nents. the sa.me depreoiation methods
must be used for indirect (F&A) pur-
poses and nnancial statements pur-
poses, as described in paragraphs (d)(l)
and (2)of this section.
(4) No depreciation may be allowed

on any assets that have outlived their
depreciable lives.
(5) Where the depreciation method is

introduced to replace the use allow-
ance method, depreciation muet be
computed as if the asset had been de-
preciated over its entire life (i.e., from
the date the a.sset was acquired and
ready for use to the date of disposal or
withdrawal from service). The total
amount of use allowance and deprecia-
tion for an asset (including imputed de-
preciation applicable to periods prior
to the conversion from the use allow-
ance method as well as depreciation
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after the convereion) may not exceed
the total acqu1sitlon cost of the asset.
(e) Charges for depreciation must be

supported by adequate property
records. and physical inventories must
be taken at least once every two yea.rll
to ensure that the a.ssets exist and are
usable. used, and needed. Statistical
sampling techniques may be used in
taking these inventories. In addition,
adequate depreciation records showing
the amount of depreciation taken each
period must also be maintained.
[78 FR 78808, Dec. 28, 2018. &II amended at 79
FR 75886.Dec. 19. 2014]

§200.437 Employee health and welfare
costs.

(a.)Costs incurred in a.ccordance With
the non-Federal entity's documented
policies for the improvement of work-
ing conditions, employer-employee re-
lations, employee health, and employee
performance are allowable.
(b) Such costs Will be equitably ap-

portioned to all activities of the non-
Federal entity. Income generated from
any of these activities will be credited
to the cost thereof unless such income
has been irrevocably sent to employee
welfare organir.a.tions.
(c) Losses resulting from operating

food services are allowable only if the
non-Federal entity's objective is to op-
erate such services on a break-even
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 for indireot oosts.

§200.438 Entertainment c:oat••
Costs of entertalnment. inoluding

amusement, diversion, and socia.l ao-
tivities and any a.ssociated costs are
unallowable. 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 a.ward or With prior written a.p-
proval of the Federal awarding agency.

1200.439

§200.439 Equipment and other capital
expenditures.

(a) See §§200.1S Capital expenditures.
200.33 Equipment. 200.89 Special pur-
pose equipment. 200.48 General purpose
equipment. 200.2 Acquisition cost. and
200.12 Capital a.ssets.
(b) The following 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 Federal 6.war..mg agency or pass-
through entity.
(~) Capital expenditures for special

purpose equipment are allowable as di-
rect costs. provided that items with a
unit cost of $6.000 or more have the
prior written approval of the Federal
awarding agenoy or pass-through enti-
ty.
(8) 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 §200.486
Depreciation. for rules on the allow-
a.bil1ty 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 oharge

pursuant to paragraphs (b)(1) through
(3) of this section. capital expenditures
will be charged in the period in which
the expenditure is incurred. or as oth-
erwise determined appropriate and ne-
gotiated with the Federal awardlilg
agency.
(5) The unamortized portion of any

equipment written of! as a result of a
ohange in oapitalir.a.tion levels may be
recovered by continuing to claim the
otherwise allowable depreoiation on
the equipment. or by amortizing the
amount to be written off over a period
of years negotiated With the Federal
cognizant agency for indirect cost.
(6) Cost of equipment disposal. If the

non-Federal 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 IloB indirect
costs. See 1200.436 Depreciation.
(78 FR 78608, Dec.26, 2013, a8 &mendedat 79
FR 75886, Dec.Ill, 2014]

§200.440 Excbanle rak18.
(a) Cost. increases for fluctuations in

exchange rates are allowable costs sub-
ject to the avallab1l1ty of funding.
Prior approval of exchange rate fluc-
tuations is required only when the
ch!U)ge results in the need for addi-
tiona.l Federal funding, or the in-
creased costs result in the need to sig-
niflcantly reduce the scope of the
project. The FederaJ 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 det.ermine the need for
additional federal funding before the
expiration date of the Federal award.
Subsequent adjustments for currency
increases may be allowable only when
the non-Federal entity provides the
Federal awarding agency with ade-
quate source documentation from a
commonly used source in effect at the
time the expense was made, and to the
extent that suffIcient Federal funds are
available.
(78 FR '18608,Dec.26, 2013, as amendedat 79
FR 76886,Dec.19, 2OH]

§200MI Fines, penalties, dam.aires
aDd other settlements.

Costs resulting from non-Federa.l en-
tity violations of, alleged violations of,
or failure to comply with, Federal,
state, tribal, local or foretgn laws and
regulations are unallowable, except
when incurred as a result of compli-
ance with specifiC provisions of the
Federal award, or with prior written
approval of the Federal awarding agen-
cy. See a.lso 1200.435 Defense and pros-
ecution of criminal and civil pro-
ceedings, claims, appeals and patent
lnfr1ngemente.

§200.442 Fund raising and investment
management codll.

(a) Costs of organized fund ra.ising,
including financial campaigns, endow-

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

ment drives, solicitation of gifts and
bequests, and B1mllarexpenses 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 coste
are covered in §200.460 Proposal costs.
(b) Costs of investment counsel and

staff and similar expenses incurred to
enhance Income from investments are
unallowable except when assocIated
with investments covering pension,
self-Ineurance, or other funds which in-
clude Federal participation allowed by
this part.
(c) Costs related to the phystca.l cus-

tody and control of monies and securi-
ties are allowable.
(d) Both allowable and unallowable

fund raising and investment activities
must be allocated as an appropriate
share of indirect costs under the condi-
tions described in §200.418 Direct costs.

12OOM3 Gain. aDd lou. on disposi.
tion of depreciable 888ettl.

(a) Gains and loeses on the sale, re-
tirement, or other disposition of depre-
ciable property must be included In the
year in which they occur as credits or
. charges to the asset cost grouping(s) in
which the property was included. The
amount of the gain or loss to be in-
cluded as a credit or charge to the ap-
propriate asset cost grouping(s) ill the
difference between the amount realized
on the property and the undepreciated
basis of the property.
(b) Gains and losses from the disposi-

tion of depreciable property must not
be recognized as a separate credit or
charge under the following oonditions:

(1) The gain or lOBSis processed
through a depreciation account and is
reflected in the deprecratton allowable
under §§200.4S6 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 permiesible insurance, except
as otherwise provided in §200.447 Insur-
ance and indemnification.
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(4) Compensa.tlon for the UBeof the
property was provided through use al-
lowances in lieu of depreciation.

(5) Gains and losses arising from
mass or extra.ordina.Ty sa.les, retire-
ments, or other dispos1t.lons must be
considered on a ca.se-by-case basis.

(c) Galnll or loases of any nature arts-
ing from the sale or exchange of prop-
erty other than the property covered in
pa.ra.graph(a) of this section, e.g., land,
must be exoluded in computdng'Federal
award costs.

(d) When assets a.oquired with Fed-
eral funds, in part or wholly, are dis-
posed of, the distribution of the pro-
ceeds must be made in accordance with
§§200.310 lnBuranoe Coverage through
200.316 Property trust relationship.
['18FR 78608,Dec. 26, 2013, as amended at 79
J'R 75888.Dec. 19. 2014]

1200.444 General collis of government.
(a) For states, 1008.1governments,

and Indian Tribes, the general costs of
government are unallowable (except as
provided in §200.474 Travel costs). Unal-
lowable oosts inolude:

(1) Salaries and expenses of the Office
of the Governor of a state or the ohief
executive of a 1008.1government or the
chief executive of an Indian moe;

(2) Salaries and other eXpenSeBof a
state legislature, tribal oounoil, or
similar local governmental body, such
as a county supervisor, city counoil,
sohool board, etc., whether incurred 'for
purposes of legislation or executive di-
rection;

(3) Costs of the judicial branch of a
government;
. (4) Costs of prosecutorial activities
unleas treated as a direot cost to a spe-
cific program if authorized by statute
or regulation (however, this does not
preclude the allowab1lity of other legal
activities of the Attorney General as
described in §200.435 Defense and pros-
ecution of criminal and civil pro-
ceedings, claims, appeals and patent
1n!ringements); and

(5) Costs of other general types of
government services normally provided
to the general public, such as fire and
police, unless provided for as a direct
cost under a program statute or regula-
tion.

(b) For Indian tribes and Councils of
Governments (COGs) (see §200.64 Local

1200.446

government), up to 50';' of sa.laries 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 71608. Dec. 26. SOla, as amended a.t 79
FR 75886. Dec. 19. 20H]

§JOO.446 Goods or servicee for per-
BODalWIe.

(a) Costs of goods or services for per-
sonal use of the non-Federal entity's
employees are una.llowable regardlesa
of whether the cost 1s reported as tax-
able inoome to the employees.

(b) Costs of housing (e.g., deprecia-
tion, ma..iDtenanoe, 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 allow-
able direct costs must be approved in
advance by a Federal awarding agency.

§200.446 Idle facilities and idle eapae-ity.
(a) As used in this section the fol-

lowing terms have the meanings set
forth in this section:

(1) Fa.olllties means la.nd and build-
ings or any portion thereof, equipment
indiy1dua.lly or collectIvely, or any
other tangible capital asset, wherever
located, and whether owned or leased
by the non-Federal ent1ty.

(2) Idle fac1llt1es means completely
unused fa.oil1t1esthat are excess to the
non-Federal entity's ourrent needs.

(3) Idle capa.olty means the unused
capacity of partially used facHlties. It
Is the difference between:

(1) That which a fac1l1ty could
achieve under 100 percent operating
time on a one-shift basis less operating
interruptions resulting !rom time lost
for repa1re, setups, unsat1sfactory ma-
terials, and other normal delays and;

(11)The extent to which the fac1l1ty
was actually used to meet demands
during the accounting period. A multi-
Bhirt basis should be used if it can be
sbown that this amount of usa.gewould
normally be expected for the type of fa-
cility involved.
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(4) Cost of idle 1a.c1l1tiesor idle ca-
pacity means costs such lLllmainte-
nance, repair, housing, rent, a,nd other
related costs, e.g., Insurance, interest,
and depreciation. These costs could in-
clude the coats of idle pub11c safety
emergency facilities, telecommuni-
cations, or mrormatron technology sys-
tem capacity that is built to withstand
major nuctuations in load, e.g., con-
solidated data centers.

(b) The costs of idle fac1l1ties are un-
allowable except to the extent that:

(1) They are necessary to meet work-
load requirements which may fluctuate
and are allocated appropriately to all
benefiting programs; or

(2) Although not necessary to meet
fluctuations in workload, they were
necessary when acquired and a.re now
idle because of changes in program re-
quirements, efforts to achieve more ec-
onomical operations, reorganization,
termmatton, or other causes which
could not have been relLllona.blyfore-
seen. Under the exception stated in
this subsection, costs of idle fac1l1ties
are allowable for a reasonable period of
time, ordinarily not to exceed one
year, depending on the initiative taken
to use, lease, or dispose of such faci11-
ties.

(c) The costs of idle capacity are nor-
ma.l costs of doing business and are a
factor in the normal nuctuations of
usage or indirect cost rates from period
to period. Buch costa are a.l1owable,
provided tha.t the capaoity is reason-
a.bly anticipated to be necessary to
carry out the purpose of the Federal
a.ward or was orig1na.lly 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 fa.cility or
among a group of assets having sub-
stantia.lly the same function may be
considered idle facilities.

§200,447 lDeuranee and indemnifica-
tion.

(a) Costs of insurance required or ap-
proved and maintained, pursuant to
the Federal award, are allowable.

(b) Costs of other insura.nce in con-
nection with the general conduct of a.o-

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

tivit1es 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-
DeBSpractice.

(2) Costs of insurance or of contribu-
tions to any reserve covering the risk
of 1088 of. or damage to, Federal Gov-
eniment property are unallowable ex-
cept to the extent that the Federal
awarding agency hlLll specifically re-
quired or approved such costs.

(3) Costs allowed for business inter-
ruption or other e1miIar insurance
must exclude coverage of management
fees.

(4) Costs of insurance on the lives of
trustees, officers. or other employees
holding positiOns of similar respon-
sibilities are allowa.ble only to the ex-
tent that the insurance represents ad-
ditional compensation (see §200.431
Compensa.tion-fringe benefits). The
cost of such insurance when the non-
Federal entity is identified as the bene-
ficiary Is unallowable.

(5) Insura.nce against defects. C<lstsof
insura.nce with respect to any costs in-
curred to correct defects in the non-
Federal entity's materials or work-
manship are unallowable.

(6) Medical l1ab1l1ty(malpractice) in-
surance. Medical liability insurance is
an allowable cost of Federal research
programs only to the extent that the
Federal research programs involve
human subjects or training of partici-
pants in research techniques. Medical
lia.b1l1tyinsurance costs must be treat-
ed as a direct 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.

(e) Aotual losses which could have
been covered by permissible insurance
(through a sslf-lnsurance program or
otherwise) are unallowable, unless ex-
preBBly provided for in the Federal
award. However, costs incurred because
of losses not covered under nominal de-
ductible insurance coverage provided
in keeping with Bound management
practice, and minor losses not covered
by insurance, such as spoilage, break-
age, and disappearanoe of small hand
tools, which occur in the ordinary
course of operations, are allowable.
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(d) Contributions to a reserve for cer-
tain self-insurance programs inoluding
workere' compensation, unemployment
compensation, iLnd severance pay are
allowable subject to the following pro-
visions:
(1) The type of coverage and the ex-

tent of coverage and the rates and pre-
miums would have been allowed had in-
surance (including' reinsurance) been
purchased to cover the risks. However,
provision for known or reasonably esti-
mated self-insured liabilities, which do
not become payable for more than one
year a.f.ter the provision is made, must
not exceed the discounted present
value of the l1ab1l1ty.The rate used for
disoountlng the l1abiltty must be deter-
mined by giving consideration to such
factors as the non-Federal entity's set-
tlement rate for those l1ab1l1ties and
Its investment rate of return.
(2) Earnings or investment income on

reserves must be credited to those re-
serves.
(8)(i) Contributions to reserves must

be based on sound actuarial principles
using historical experience and reason-
able assumptions. Reserve levels must
be analyzed and updated at least bien-
nially for each major risk being in-
sured and take into account any rein-
surance, ooinsurance, etc. Reserve lev-
els related to employee-related cov-
erages will normally be limited to the
value of claims:
(A) Submitted and adjudicated but

not paid;
(B) Submitted but not adjudioated;

and
(C) Inourred but not submitted.
(ii) Reserve levels In excess of the

amounts based on the above must be
Identified and justified in the cost a.llo-
cation plan or Indirect cost rate pro-
posal.
(4) Accounting' records, actuarial

studies, and cost allocations (or bil-
llngs) must recognize any significant
differenoes due to types of insured risk
and losses generated by the various in-
sured activities or agenoles of the non-
Federal entity. If individual depart-
ments or agencies of the non-Federal
entity experience significantly dif-
ferent levels of claims for a. particular
risk, those differences are to be recog-
nized by the use of separate allocations

§2oo.448

or other techniques resulting in an eq-
uitable allocation.
(5) Whenever funds are transferred

from a self-insurance reserve to other
accounts (e.g., general fund or unre-
stricted account), refunds must be
made to the Federal Government for
Its share of funds transferred, including
earned or impnted interest from the
date or transfer and debt interest, if ap-
plicable, chargeable in accordance with
applicable Federal cogn1ZlUlt agency
ror indirect cost, claims colleotion reg-
ulations.
(e) Insurance refnnd8 must be cred-

ited against insurance COBtsin the year
the refund is received.
(f) Indemnification includes securing

the non-Federal entity against liab1l-
ities to third persons and other losses
not compensated by insurance or oth-
erwise. The Federal Government is ob-
ligated to indemnify the non-Federal
entity only to the extent expressly pro-
vided ror in the Federal award, except
as provided in paragraph (c) of this sec-
tion.

§200,448 Intellectual property.
(a) Patent costs. (1) The following

costs related to securing patents and
copyrights are allowable:
(i) Costs of prepa.r1ng disclosures, re-

ports, and other documents required by
the Federal award, and of l!earching the
art, to the extent necessary to make
such disclosures;
(11)Costs of preparing documents and

any other patent costs in connection
with the filing and prosecutdon of a
United States patent application where
title or royalty-free Ircenee iBrequired
by the Federal Government to be con-
veyed to the Federal Government; and
(11i) General counseling services re-

lating to patent and copyright matters,
such as advice on patent and copyright
laws, regulations, clauses, and em-
ployee intellectual property agree-
ments (See also §200.459Professional
service costs).
(2) The following costs related to se-

curing patents and copyrights are unal-
lowable:
(i) Coste of preparing disclosures, re-

ports, and other documents, and of
searohing the art to make disclosures
not required by the Federal award;
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(11)Costs in connection with filing
and prosecuting any foreign patent ap-
plication, or any United States patent
a.pplication, where the Federa.l awa.rd
does not require conveying title or a
royalty-tree license to the Federal
Government.
(b) ROJ/alties and other cosu fOT use of

patents and COWrig1z.ts. (1) Royalties on
a. patent or copyright or amortization
or the oost or acquiring by purcha.lle a
copyright, patent, or ~hts thereto,
neces5aI'Y for the proper performanoe
or the Federal award are allowable un-
less:

(1) The Federal Government already
has a license or ths right to tree use of
the patent or copyright.
(ii) The patent or copyright has been

adjudicated to be invalid, or has been
a.dministratively determined to be in-
va.lid.
(iii) 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-a.rJD's·length bar-
gaining, such as:
(i) Royalties paid to persons, includ-

ing corporatdons, a.ff1l1ated with the
non-Federal entity.
(ii) Royalties paid to unaffiliated

parties, inoluding corporations, under
an agreement entered into in con-
templation that a Federal award would
be made.
(iii) Royalties paid under an agree-

ment entered into after a Federal
award is made to a non-Federa; entity.
(3) In any case involving a patent or

COpyright formerly owned by the non-
Federal entity, the amount of royalty
allowed m11lltnot exceed the cost which
would have been allowed had the non-
Federal entity retained title thereto.
['18FR 78608,Dec. 26, 2018, as amended a.t 79
FR 76886,Dec. 19, 2014]

t 200.449 Intere.t..
(a) General. Costs Incurred for inter-

est on borrowed capital, temporary use
or 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 EcitIon)

assets are allowable, subject to the
conditions in this section.
(b)(1) Capital assets is defined as

noted in §200.12 Capital assets. An
asset cost includes (as applicable) ao-
quisition costs, construction costs, and
other costs capitalized in accordance
withGAAP.
(2) For non-Federal entity fiscal

years beg1Dn1ngon or after January 1,
2016, intangible assets include patents
and computer software. For software
development projecta, only interest at-
tributable to the portion or the project
costs capitalized in accordancs with
GAAP Is allowa.ble.
(c) Conditions for all non-Federal enti-

ties. (1) The non-Federal entity uses the
capital assets in support of Federal
awards;
(2) The allowable asset costs to ac-

quire facilities and equipment are lim-
ited to a fair market value available to
the non-Federal entity trom an unre-
lated (arm's length) third party.
(3) The non-Federal entity obta.1nB

the financing via an arm's-length
tra.nBaction (that is, a transaction with
an unrelated third party); or olaims re-
imbiu'sement of actual interest cost at
a rate available via such a transaction.
(4) The non-Federal entity limits

claims for Federal reimbursement or
interest costs to the least expensive al-
ternative. For example, a oapital lease
may be determined IB8ll costly than
purchasing through debt flnancing, in
which case reimbursement must be
limited to the amount of interest de-
termined if leasing had been used.
(5) The non-Federal entity expenses

or capitalizeB 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 Ilubject to being reported to the
Federal Internal Revenue Service
under arbitrage requirements are ex-
cludable.
(7) The following conditions must

apply to debt arrangements over $1
million to purchase or construct facili-
tiee, unless the non-Federal entity
makes an initial equity contribution to
the purchase of 25 percent or more. For
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this purpose. "initial equity contrtbu-
tion" means the amount or value of
contributions made by the non·Federal
entity for the acquisition of fac1l1ties
prior to occupancy.
(i) The non-Federal entity must reo

duoe claims for reimbursement of in-
terest cost by an amount equal to im-
puted interest earn1nge on excess cash
flow attributable to the portdon of the
facility used for Federal awards.
(Ii) The non-Federal entity must im-

pute interest on excess cash flow as fol·
lows:
(A)Annually. the non-Pederal entity

must prepare a cumulative (from the
inception of the project) report of
monthly ca8h 1n!lows and outflows. re-
gardlese of the fUndlDgsource. For thie
purpose, 1n!lows consist of FederaJ re-
Imbursement for depreciation, amorti-
zation of capitalized constructIon in-
terest. and annual interest cost. Out-
f)oweconsist of.iII1tial equity contribu-
tions. debt principal paymente (1888 the
pro-rata ahare attributable to the cost
of land). and interest payments.
(B) To compute monthly cash Inflows

and outflows. the non-Federal entity
must divide the annual amounts deter-
mined in step (1) by the number of
months in the yea.r (usually 12) that
the building Is In service.
(C) For any month in which cumu-

lative cash Inflows exceed cu.mulative
outflows. Interast must be oaJculated
on the excess inflows for that month
and be treated as a reduction to allow-
able intereet cost. The rate of interest
to be used must be the three-month
Treasury b1l1olosing rate as of the last
business day of that month.
(8)Interest attributable to a fully de-

preciated asset Is unallowable.
(d) AdditionaJ conditIone for states.

10caJ governments and Indian tribes.
For costs to be allowable, the non-Psd-
eral entity must have incurred the in-
terest costs for bu1ldings after October
1, 1980.or for land and equipment after
September 1.1995.
(1)The requirement to offset interest

earned on borrowed fUnds agalnst cur-
rent allowable interest cost (paragraph
(c)(5), above) also applies to earnings
on debt service reserve funds.
(2)The non-Pedaraj entity will nego-

tiate the amount of allowable interest
cost related to the acquisition of facili.

§200..450

ties with aeeet costs of $1 million or
more, as outlined in pa.ragraph (c)(7) of
this section. For thie purpose, a non-
Federal entity must cons1der only cash
inflows and outflows attributable to
that portion of the real property used
for Federal awards.
(e) Additional conditions for IllEs.

For costs to be allowable, the !HE
must have incurred the interest oosts
after September 23, 1982,in connectIon
with aCQuisitions of capital assets that
occurred after that date.
(f) Additional condition for nonprofit

organIzatIons. For coats to be allow-
able, the nonprofit organization In-
curred the interest coste after Sep-
tember 29, 1995,in connection with ac-
QuiSitions or capital assets that oc-
curred after that date.
(g) The interest allowability provi-

sions of this section do not apply to a
nonprofit organizatIon subject to "full
coverage" under the Cost Acoounting
Standa.rds (CAS), as defined at 48 CFR
9903.201-2(a).The non-Federal entity's
Federal awards are instead subject to
CAS 414 (48 CFR 9904.414),"Cost of
Money as an Element of the Cost of Fa-
cilities Capital", and CAB417 (48CFR
9904.417),"Cost of Money as an Element
of the Coet of Capital .Assets Under
Construction" .

f JOO.4IO~b,.inJ'.
(a) The cost of certain influencing ac-

t1vit1es aeeoclated with obtaIning
grants, contracts, cooperative agree-
ments, or loans is an unallowable cost.
Lobbying with respect to certain
grants, contracts, cooperative agree-
ments, and loans is governed by rel-
evant statutes, including among oth-
ers, the provisions of 31 U.S.C. 1352,as
well as the common rille, "New Re-
striotions on Lobbying" publ1shed at 55
FR 6786(Februa.ry 26, 1990), including
definitions, and the Office of Manage-
ment and Budget "Governmentwide
Guidance for New Restr1ctions 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

inourred 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 rega.rding a
Federal awa.rd or a regulatory matter
are unallowable. Improper influence
mea.ns any influence that induoes or
tends to induce a Federal employee or
officer to give consideration or to act
regarding a Federal award or regu-
latory matter on any basis other than
the merits of the matter.

(c) In addition to the above, the rol-
lowing restrictions a.re applicable to
nonpront organizations and IHEe:

(I) Costs &esociated with the fol-
lowing activities a.reQnallowable:

(1) Attempts to 1n1luence 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 simila.r activity;

(11)Establishing, administering, con-
tributing to. or paying the expenses of
a political party, campaign, political
action committee. or other organiza-
tion establ1shed for the purpose of in-
fluencing the outcomes of elections in
the United States;

(iii) Ally attempt to influence:
{A)The introduction of Federal or

state legislation;
(B) The enactment or modification of

any pending Federal or state legisla-
tion through communication with any
member or employee of the Congress or
state legislature (including efforts to
influence sta.te or local offic1als to en-
ga.ge1n similar lobbying activity);

(C) The enactment or modification of
any pending Federal or state legisla-
tion by prepa.ring. distributing. or
using publ1city or propaganda., or by
urging members of the general public.
or any segment thereof. tocontrlbute
to or participate in any ma.es dem-
onstration, marcll. rally. fund raising
drive, lobbying ca.mpaign or letter
writing or telephone campaign; or
(D) Ally government official or em-

ployee in conneotion with a decision to
sign or veto enrolled legislation;

(iv) Legislative liaison activities, in-
cluding attendance at legislative ses-
sions or committee hearings. gathering
information regarding' legislation, and
analyzing the effect of legislation,
when such activities a.re ca.rried on in
support of or in knowing preparation
for an effort to engage in unallowable
lobbying.

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

(2) The following activities are ex-
cepted from the coverage of paragraph
(0)(1) of this section:

(i) Technical and factual presen-
tations on topics directly related to
the performance or a grant. contract,
or other agreement (through lle&ring
testimony. statements. or letters to
the COngrB88or a state legislature. or
subdivision. member, or cognizaDt staff
member thereoO. in response to a docu-
mented request (including a Congres-
sional Record notice requesting testi-
mony or statements for the record at a.
regularly scheduled he&r1ng)made by
the non-Federal entity's member of
congress. legislative body or a subdivi-
sion. or a cogn1za.nt staff member
thereof. provided such information is
readily obtainable and can be readily
put in deliverable form. and !urther
provided that costs under this seotion
ror travel, lodging or meals are unal-
lowable unless incurred to offer testi-
mony at a regula.rly scheduled oonsree-
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;

(il) Any lobbying made unallowa.ble
by paragraph (c)(l)(U1) of this section
to 1n1luence 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 speciflca.Ily author-
ized by statute to be undertaken with
funds from the Federal award.

(iv) Any activity excepted from the
definitions of "lobbying" or "influ-
encing legislation" by the Internal
Revenue Cods provisions that require
nonprofit organizations to limit their
participation in direct and "grass
roots" lobbying activities in order to
retain their ch&r1table deduction sta-
tus and avoid pun1tive excise taxes,
I.R.C. lt50l(oXS), 501(h).4911(a).includ-
ing:

(A) Nonpartisa.n analysis, study, or
resea.rch reports;
(B) Examinations and diSCUBBlonsof

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 1.&'C.
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§491l(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-
arately identified in the indirect (F&A)
cost rate propoBSJ, and thereafter
treated BIl other unallowable activity
costs in accordance with the proce-
dures of 1200.418Direct costs.

(vi) The non-Federal entity must sub-
mit as part of its annual indirect
(F&A)cost rate proposal a certification
that the requirements and standards of
this section have been complied with.
(See also §200.U5 Required certin-
cations.)

(vi1)(A)Time logs, ca.lendars, or simi-
lar records are not required to be ere-
a.ted for purposes of complying with
the record keeping' requirements in
§200.802Finanoia.l management with
respect to lobbying costs during any
particular calendar month when:
(1) The employse engages in lobbying

(as defined in p&1'ag'raphs (c)(1) and
(c)(2) of this section) 25 percent or lees
of the employee's compensated hours of
employment during that calendar
month; and

(2) Within the preceding five-year pe-
riod, the non-Federal entity has not
materially misstated allowable or un-
a.llowable costs of any nature, includ-
ing legislative lobbying costs.
(E) When conditions in paragraph

(c)(2)(vii)(A)(J) and (2) of thi6 section
are met, non-Federal entities are not
requ1red to establish records to support
the allowab1l1ty of cla.1medcosts in ad-
dition to records already required or
maintained. Also, when condrttons in
paragraphs (c)(2Xvii)(A)(l) aDd (2) of
this section are met, the absence of
time logs, calendars, or similar records
will not serve all a b&6isfor disallowing
costs by contesting estamatee 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 resolutdcns must be binding in
any subsequent settlements, audits, or
investigations with respect to that
grant or contract for purposes of inter-

§20DA53

pretation of this part, provided, how-
ever, that this must not be construed
to prevent a contractor or non-Federal
entity from contesting the lawfulness
of such a determination.

tZOO.461 Loues on other awards or
contracta.

Any excess of costs over income
under any other award or contract of
any nature Is unallowable. This in-
cludes, but Is not I1m1ted to, the non-
Federal entity's contributed portion by
reason of cost-sharing agreements or
any under-recoveries through negotia-
tion of fla.t amounts for indirect (F&A)
costs. Aleo, any excess of coets over au-
thorized funding levele transferred
from any award or contract to another
award or contract is unallowable. All
losses are not allowable indirect (F&A)
costs and are required to be included in
the appropriate Indirect cost rate base
for allocation of indirect costs.

1200.452 Maintenance and repair
cost&.

Coste incurred for ut111ties, insur-
ance, security, necessary maintenance,
janitorial services, repair, or upkeep of
buildings and equipment (including
Federal property unless otherwise pro-
vided for) which neither add to the per-
manent value of the property nor ap-
preciably prolong its intended life, but
keep It in an effioient operating condi-
tion, are allowable. Oosts incurred for
1mprovements whioh add to the perma-
nent value of the buildings and equip-
ment or appreCiably prolong their in-
tended life must be treated as capital
expenditures (see 1200.439Equipment
and other capital expenditures). These
costs are only allowable to the extent
not paid through rental or other agree-
ments.

12000463 Materials and supplies eo&ts,
including costa of compatine de·
vices.

(a) Costs incurred for materials, BUp-
plies, a.nd fabricated parts necessary to
carry out a Federal award are allow-
able.

(b) Purchased materials and supplies
must be charged at their actual prices,
net of applicable credits. Withdrawals
from general stores or stockrooms
must be charged at their actual net
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cost under any recognized method of
pricing inventory withdrawals, consist-
ently applied. Incoming transportation
charges are a proper part of materials
and supplies costs.

(c) Materials and supplies used for
the performance of a. Federal award
may be charged as direct costs. In the
specific case of computing devices,
charging as direct costs is allowable for
devices that are essential and allo-
cable, but not solely dedicated, to the
performance of a Federal award.

(d) Where federally-donated or fur-
nished materials are used in per-
forming the Federal award, such mate-
riAls will be used without charge.
[78 FR 788011, Dec.26, 2018, 8.11 a.mended at 79
FR 7lil187, Dec.19, 2OH]

1200.454 Membershipa, IlUblCriptioD.8,
and profflllBional activity costa.

(a) Costs of the non-Federal entity'S
membership in business, technica.l, and
professional organizations are allow-
a.ble.

(b) Costs of the non-Federal entity's
subscriptions to business, professional,
a.ndtechnical periodicals are allowable.

(c) Coats of membershlp in a.ny oivic
or community organization are allow-
able with prior approval by the Federal
a.ward1Dga.gency or pass-through enti-
ty.

(d) Coats of membership in any coun-
try club or eooial or dining club or or-
ganization are unallowable.

(e) Costs of membership in Organiza-
tions whose primary purpose is lob-
bying are unallowable. See also §200.450
Lobbying.

1200.456 Organi&ation COfIta.
Costs such a.sincorporation fees, bro-

kers' fees, fees to promoters, organizers
or management consultants, attorneys,
accountants, or investment counselor,
whether or not employees of the non-
Federal entity in connection with es-
tablishment. or reorganization of an or-
ganization, are unallowable except
with prior approval of the Federal
awarding agency.

§ 200.456 Participant support costa.
Participant support. costs as defined

in §200.75Participant support costs are
allowable with the prior approval of
the Federal awa.rding agency.

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

t 200.457 Plant and HlCllrity costs.
Necessary and reasonable expenses

incurred for protection and security of
!acUities, personnel. and work products
are allowable. Such costs include. but
are not I1m1ted to. wages and uniforms
of personnel engaged in seourity activi-
ties; equipment; barriers; protective
(non-m1l1t&ry)gear, devices, and equip-
ment; contractual security services;
and consultants. Capital expenditures
for plant security purposes are subject
to 1200.489Equipment and other capital
expenditures.
[78 FR 78608, Dec.26, 2013, a.s amended at 79
FR 75887, Dec.19.2014]

t 200.4158Pre-a'ward cost••
Pre-award costs are those incurred

prior to the effective date of the Fed-
eral award directly pursuant to the ne-
gotiation and in B.nticipation of the
Federal award where such costs are
necessa.ry for efficient and timely per-
formance of the scope of work. Such
costs are allowable only to the extent
that they would have been allowable if
incurred after the date of the Federal
award and only with the written ap-
proval of the Federal B.wardingagency.

1200.469 Profesllional service 00fItB.

(a) Costs of professional and consult-
ant services rendered. by persons who
are members of a pa.rtloular professIon
or possess a speoml sk1ll, and who are
not officers or employees of the non-
Federal entity. are allowable, subject
to pa.ra.graphs (b) and (c) when reason-
able in relation to the services ren-
dered and when not contingent upon
recovery of the costs from the Federal
Government. In addition, legal and re-
lated services are limited under
§200.435 Defense and prcseeutton of
criminal and civil prooeedings, claims,
appeals and patent 1nfr1ngements.

(b) In determining the allowab1lity of
costs in a particular cs.ee, no single fac-
tor or any special combination of fac-
tors is necessarily determinative. How-
ever, the following factors are relevant:

(1) The nature and scope of the serv-
1,cerendered in relation to the service
required.
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(2) The necessity of contracting for
the service, considering the non-Fed-
eral entity's capability in the par-
ticular area..
(8) The past pattern of such costs,

particularly in the yea.rs prior to Fed-
eral awards.
(4) The impact of Federal awards on

the non-Federal entIty's business (i.e.,
what new problems have arisen).
(5) Whether the proportion of Federal

work to the non-Federal entity's total
businees 1s 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 little relation-
ship to work under Federal awards.
(6) Whether the service can be per-

formed more econOmically by direct
employment rather than contract1Dg.
(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, estima.te of time re-
quired, rate of compensation, and ter-
mination provisions).
(c) In addition to the factors in para-

graph (b) of tbis sectlon, to be allow-
able, retainer fees must be supported
by evidence of bona fide services avail-
able or rendered.

1100.460 Propoeal coate.
Proposal oosts are the oosta of pre-

paring b1ds, proposals, or applicatIons
on potential Federal and non-Federal
awards or projects, including the devel-
opment of data necessary to support
the non-Federal entity's bids or pro-
posals. Proposal costs of the current
accounting period of both succeesful
and unsuccessful bids and proposals
normally should be treated as indirect
(F&A) costs and allocated currently to
all activities of the non-Federal entity.
No proposal costs of past accounting
pertods w1lI be allocable to the CUITent
period.

t 200.461 Publication and printing
costs,

(a) Publication costs for electronic
and print media, including distribu-
tion. promotion, and general handling

§2oo.463

are allowable. If these costs are not
identifiable with a particular cost ob-
jective, they should be allocated as in-
direct costs to 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 impart1ally

on all items published by the Ioumat.
whether or not under a Federal award.
(3) The non-Federal entity may

charge the Federal award before close-
out for the costs of publication or shar-
ing of research results if the costs are
not incurred during the period of per-
formance of the Federal award.

t 200.462 Rean-angement and reeon-
Vel'8iODcons.

(a) Costs incurred for ordinary and
normal rearrangement and alteration
of fac1l1ties 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 pa.ss-through
entity.
(b) Costs Incurred in the restoration

or rehab1l1ta.tion of the non-Federal en-
tIty's fac1l1ties 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 ReeruJ.tiq costs.
(a) Subject to paragraphs (b) and (c)

of this section, and provided that the
size of the staff recruited and main-
tained is in keeping with workload re-
quirements. costs of "help wanted" ad-
vertising, operating costs of an em-
ployment om~ necessary to secure
and maintain an adequate staff, costs
of operating an aptitude and edu-
cational testing program, travel costs
of employees while engaged in recruit-
ing personnel, travel costs of appli-
cants for interviews for prospective
employment, and relocation coste 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. Wbere the non-
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Federa.l entity uses employment agen-
cies, costs not in excess of standard
commercia.l rates for such services are
allowable.
(b) Special emoluments, fringe bene-

fits, and salary allowances incurred to
ll.ttract profeBSionalpersonnel that do
not meet the test of reasonableness or
do not conform with the established
practices of the non-Federal entity, are
unall owable.
(c) Where relocation coste incurred

incident to recruitment of a new em-
ployee have been funded in whole or in
part to a Federal award, and the newly
hired employee resigns for reasons
within the employee's control within 12
months after hire, the non-Federal en-
tity w1llbe required to refund or credit
the Federal share or such relocation
costs to the Federal Government. See
also §200.464Relocation 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 vlll&llare issued for a
specifiC period and purpose, they can be
clearly identif1ed as directly connected
to work performed on a Federal award.
For these coste to be directly charged
to a Federal award, they must:
(1) Be critical and necessary for the

conduot of the project;
(2) Be allowable under the applicable

cost principles;
(3) Be oonststent with the non-Fed-

eral entity's cost accounting practices
and non-Federal entity policy; and
(4) Meet the deflnition of "direct

cost" as described in the applicable
cost principles.
[78 FR 78608, Dec. 26, 2018, &II amended a.t 79
FR 75887,Dec. 19,2014]

§200.464 IlelocatioD COlIt8 of employ·
ees.

(a) Relocation costs are coste 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 sect1on,
provided that:

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

(1) The move 18for the benefit or the
employer.
(2) ReimbUl'8ement to the employee

Is in accordance with an established
written polioy consistently followed by
the employer.
(3) The reimbursement does not ex-

ceed the employee's aotual (or reason-
a.bly llstima.ted) expenses,
(b) Allowable relocation ooste for

ourrent employees are l1m1ted to the
following:
(1) The costs of transportation of the

employee, members of his or her imme-
diate f&mlly and his household. and
persona.! effects to the new location.
(2) The costs of finding a new home,

such as advance trips by employees and
spouses to locate living quarters and
temporary lodging during the transi-
tion period, up to maximum period of
30oalendar days.
(3) Closing eosts, such &8 brokerage,

legal, and appraisal fees, incident to
the disposition of the employee's
former home. These oosts, together
with those described in (4), are 11m1ted
to B per cent of the sales price of the
employee's former home.
(4)The oontinuing costs of ownership

(for up to six months) of the vacant
former bome after the settlement or
lease date of the employee's new per-
manent home, suob as maintenance of
buildings and grounds (exolusive of fix-
inll'-UP e~nses), ut1l1tiee. taxes, and
property insurance.
(5) Other necessary and reasonable

expenses normally incident to reloca-
tion, suoh &.6 the coste of canceling an
unexpired lease, transportation of per-
sonal property. and purchaBing insur-
ance against lOBSof or damages to per-
sonal property. The cost of canceling
an unexpired lease is 11m1tedto three
timee the monthly rental,
(c) Allowable relocation oosts for new

employees are 11m1ted to those de-
scribed in paragraphs (b)(1) and (2) of
this section, When relocation costs in-
curred inoident to the reoruitment of
new employees have been oharged to a
Federal award and the employee re-
signs for reasons within the employee's
control within 12 months after hire,
the non-Federal entity must refund or
credit the Federal Government for its
share of the cost. However, the oosts of
travel to an overseas location must be
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considered travel costs in accordance
with 1200.474 Travel costs, and not this
1200.464 Relocation costs of employees,
for the purpose of this paragraph if de-
pendents are not pennitted at the loca-
tion for a.ny reason and the costs do
not inellude costs of transporting
household goods.
(d) The follOwing oosts related to re-

location are unallowable:
(1) Fees and other oosts assooiated

with acquiring a new home.
(2) A loss on the we of a former

home.
(3) Cor.tinu1ng mortgage pnncipa1

and interest payments on a home being
sold.
(4) Income tlLXespaid by an employee

related to reimbursed relocation costs.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75887,Dec. 19, 2014J

§200.485 Beatal costs of real property
and equipment.

(a) Subject to the limitat10ns de-
scribed in paragraphs (b) through (d) of
this section, rental costs are allowable
to the extent that the rates are reason-
able in light of such factors as: rental
costs of comparable property, if a.ny;
market conditions in the area; alter-
na.tives available; and the type, life ex-
pectanoy. oondition. and value of the
property leased. Rental arrangements
should be reviewed perIodically to de-
tennine if circumstances have changed
and other options are available.
(b) Rental costs under "sale and lease

back" arrangements are allowable only
up to the amount that would be .1-
lowed had the non-Federal entity con-
t~nued to own the property. This
amount would include expenses such as
depreciation. ma.1ntenance, 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-ann'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;

§200A6S

(2) The non-Federal entity under
common control through common offi-
cers, directors, or members; and
(3) The non-Federal entity and II. di-

rector, trustee, omcer, 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-
Usb a separate corporation for the sale
purpose of owning property and leasing
it back to the non-Pederal ent1ty.
(4) Family members include one

party with any of the following rela-
tionships to another party:

(1) Spouse, and pa.rents thereof;
(11) Children, and spouses thereof;
(iii) Parents, and spouses thereof;
(iv) Siblings, and spouses thereof;
(v) Grandparents and grandchildren,

and spouses thereof;
(vi) Domestic partner and parents

thereof, including domestic partners of
any individual in 2 through 6 of this
definition; and
(vii) AJJy individual related by blood

or affinity whose close assoctataon with
the employee is the equivalent of a
family relationship.
(6) Rental costs under leases which

a.re req~ to be treated as capital
leases under GAAP are allowable only
up to the amount (as explained in para-
graph (b) of this aectton) that would be
allowed had the non-Federal ent1ty
purchased the property on the date the
lease agreement was executed. The pro-
vis10ns of GAAP must be used to deter-
mine whether a lease is a capital lease.
Interest costs related to capItal leases
a.re allowable to the extent they meet
the criteria in §200.449 Interest. Unal-
lowable costs include amounts paid for
profit, management fees, and taxes
that would not have been incurred had
the non-Federal entity purchased the
property.

(6) The rental of 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 horne office
workspace is unallowable.
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§200.466 Scholarship. and fltudent aid
coda.

(a) Costs of scholarships, fellowships,
and other programs of student aid at
IREs are allowable only when the pur-
pose of the Federal award is to provide
training to selected participants and
the charge is approved by the Federal
awarding agency. However, tuition re-
mission and other forms of compensa-
tion paid as, or in lieu of, wages to stu-
dents performing necessary work are
allowable provided that:

(1) The individual is conducting ac-
tivities neoesearz to the Federal
award;

(2) Tuition remission and other sup-
port are provided in accordance with
established policy of the IHE and con-
sistently provided in a like manner to
students in return for s1m1laractivities
conducted under Federal awards as
well as other activities; and

(3) During the academic period, the
student is enrolled in an advanced de-
gree program at a non-Federal entity
or affiliated institution and the activi-
ties of the student in relation to the
Federal award are related to the degree
program;

(4)The tuition or other pa.yments are
reasonable compensation for the work
performed and are conditioned expliC-
itly upon the performanoe of necessary
work; and

(5) It is the !HE's practice to simi-
larly compensate students under Fed-
eral awards as well as other activities.

(b) Chal'g88for tuition remlllsion and
other forms of compensation paid to
students as, or in'lieu of, salaries and
wages must be subject to the reporting
requirements tn §200.430 Compensa-
tlon-pereonal services, and must be
treated a.sdirect or indirect cost in ac-
cordance with the actual work being
performed. Tll1tion remission may be
charged on an average rate basis. See
also §200.431 Oompensation-fringe ben-
efits.

§ 200.487 SelliDg and marketing coda.

Oosts of se111ngand marketing any
products or services of the non-Federal
entity (unless allowed under §200.421
Advertising and public relations.) are
unallowable, except as direct costs.
with prior approval by the Federal

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

awarding a.gency when necessary for
the performance of the Federal award.

II100.468 Specialized lMlrvicefacilities.
(a) The costs of services provided by

highly complex or specialized,facilities
operated by the non-Federal entity,
such as computing fac1l1tles, w1lld 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 flnancing that qualifY as ap-
plicable credits under 1200.406 Applica-
ble credits.

(b) The coets of such services, when
material, must be charged directly to
applicable awards based on actual
usage of the services on the basis of a
schedule of rates or establ1shed meth-
odology that:

(1) Does not discriminate between ac-
tivities under Federal awards and other
activities of the non-Federal entity, in-
cluding usage by the non-Federal enti-
ty for 1llternaI purposes, and

(2) Is designed to recover only the ag-
gregate costs of the services. The costs
of each service must consist normally
of both its direct costs and its allocable
share of a.11indirect (F&A)coste. Rates
must be ad,usted at least biennially,
and must take into consideration over/
under applied costs of the previous pe-
nodes).

(c) Where the costs incurred for a
service are not material, they may be
a.1locatedas indirect (F&A)costs.

(d) Under some extraordinary cir-
cumatances, where it is in the best in-
terest of the Federal Government and
the non-Federal entity to establish al-
ternative costing arrangements, such
arrangements ma.y be worked out with
the Federal cognizant agency for indi-
rect costs.

I100.489 Student activity costs.
Oosts incurrsd for intramural activi-

ties, student publications, student
clubs, and other student aotivities, are
unallowable. unless specifically pro-
vided for in the Federal award.

§ 300.470 Tasea (including Value
Added TaI).

(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-a88e88edtaxes that dis-
proportionately affect Federal pro-
grams or changes in tax polioies 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) Tb1s provision does not restrict
the authority of the Federal awarding
agency to identify taxes where Federal
participation Is inappropriate. Where
the identification of the amount of un-
allowable taxes would require an inor-
dinate amount of effort, the cognizs.nt
agency for indirect costs may accept a
reasonable a.pproximation thereof.

(b) For nonprofit organizations and
IHEs:

(1) In general, taxes whicb the non-
Federal entity is required to pay and
which are paid or accrued in accord-
ance with GAAP, and payments made
to local governments in lieu of taxes
whicb are commensurate with the local
government services received are aJ-
lowable, except for:

(1) Taxes tram which exemptions are
available to the non-Federal entity di-
rectly or which are available to tbe
non-Federal entity based on an exemp-
tion afforded the Federal Government
and, in the latter case, when the Fed-
eral awarding agency makes available
tbe necessa.ry exemption certificates,

(ii) SpeCial assessments on land
which represent capital Improvements,
and

(U1)Federallncome taxes.
(2) Any refund of taxes, and any pay-

ment to tbe non-Federal entity of in-
terest thereon, whioh were allowed as
Federal award costs, will be credited
either as a cost reduotion or casb 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 ta.x,
interest, and penalty will be paid or
credited to the Federal Government
only to the extent that such interest
a.ccrued over the period during which
the non-Federal entity has been reim-
bursed by the Federal Government for
the taxes, interest, and penalties.

§200A71

(c) Value Added Tax (VAT) Foreign
taxes charged for the purcba.se of goods
or services that a non-Federal entity Is
lega.lly required to pay in country Is an
allowable expense under Federal
awards. Foreign tax refunds or applica-
ble credits under Federal a.wards refer
to receipts, or reduction of expendi-
tures, whicb operate to offset or reduce
expense items that are allocable to
Federal a.wards lIS direct or indirect
coate. To the extent that such credits
accrued or received by the non-Federa.l
entity relate to allowable cost, these
costs must be credited to the Federal
awa.rding 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 ta.x refund for approved ac-
tivities under the Federal award witb
prior a.pproval of the Federal a.warding
agency.

§200.471 Termination cOBb.

Termination of a Federal award gen-
erally gives rise to the incurrence of
costs, or the need for speoia.l treatment
of costs, whicb would not ba.ve arisen
had the Federal award not been termi-
nated. Cost principles covering these
Items are set forth in this section.
They are to be used in conjunction
with the other provisions of this part
in termination situations.

(a) The cost of items reasona.bly usa-
ble on the non-Federa.l entity's other
work must not be allowable unless the
non-Federal entity submits evidence
that it would not retain sucb items a.t
cost without sustaining a loss. In de-
ciding whether such Items are reason-
ably usable on other work of the non-
Federal entity, the Federal a.warding
agency should consider the non-Federal
entity's plans a.nd orders for current
and scheduled activity. Contempora-
neous purcbases of common items by
the non-Federal entity must be re-
garded as evidence that such items are
reasona.bly usable on the non-Federal
entity's other work. Any acceptance of
common items a.s allocable to the ter-
minated portion of the Federa.l award
must be limited to the extent that the
quantities of such items on band, in
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transit, and on order are in excess of
the reasonable quantitative require-
ments of other work.
(b) If in a particular case, despite all

reasonable efforts by the non-Federal
entity, certain costs cannot be discon-
tinued immediately after the effective
date of termination, such costs are
generally allowable within the limita-
tions set forth in this part, except that
any such costs continuing after termi-
nation due to the negligent or wUlful
failure of the non-Federal entity to dis-
continue such coste muet be unallow-
able.
(c) Lose of useful value of epecial

tooling, ma.chiDery, and equipment is
generally allowable if:
(1) Such special tooling, special ma-

chinery, or equipment is not reason-
ably capable of use in the other work of
the non-Federal entity,
(2) The interest of the Federal Gov-

ernment is protected by transfer of
title or by other means deemed appro-
priate by the Federal awarding agency
(see also §200.313 Equipment, pa.ra.graph
(d), and
(3) The 10SB of useful value for any

one terminated Federal award ie 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 Federal award
bears to the entire terminated Federal
award and other Federal awards for
which the epeciaJ tooling, ma.chiDery,
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-
sidual value of such leases, if:
(1) The amount of such rental

claimed does not exceed the reaaonable
use value of the property leased for the
period of the Federal award and such
further period as ma.y be reasonable,
and
(2) The non-Federal entity ma.kes all

reasonable efforts to termina.te, assign,
settle, or otherwise reduce the cost of
such lease. There also ma.y be included
the cost of alterations of such leased
property, provided such alteratioIl5
were neceesars for the performance of
the Federal award, and of reasonable

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

restoration required by the provisions
of the lease.
(e) Bettlement expenses including the

following are generally allowable:
(1) Aooounting, legaJ, clerical, and

Similar costs reasonably necessary for:
(i) The prepara.tion and presentation

to the Federal awarding agency of set-
tlement claims and supporting data
with respect to the terminated portion
of the Federal award, unleas the termi-
nation Is for cause (see Subpart D-
Post Federal Award Requirements of
this part, §§200.338 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-
eral Government or acquired or pro-
duced for the Federal award.
(f) Cla.imsunder subawards, including

the allocable portion of olalms which
are common to the Federal award and
to other work of the non-Federal enti-
ty, are generally allowable. An appro-
priate share of the non-Federal entity's
indirect costs ma.y be allocated to the
amount of settlements with contra.c-
tors and/or subrecipients, provided that
the amount allocated is otherwise con-
sistent with the basic guidelines con-
tained in 1:aJO.414 Indirect (P&A) costs.
The indirect costs 80 allocated must
exclude the same and similar costs
olaimed directly or Indirectly as settle-
ment expenses.'

I SOO.472 TraiDin, aDd educatioD eosta.
The oost of training and education

provided for employee development ts
allowable.

t 200.473 TnmBportatiOD costa.
Costs incurred for freight. express,

cartage, postage, and other transpor-
tation services relating either to goods
purchased, in pr00688,or delivered, are
allowable. When such costs can readily
be identified with the items involved,
they may be charged directly as trans-
portation costs or added to the cost of
such items. Where identificllotion wi th
the materials received cannot readily
be made, inbound transportation cost
may be charged to the appropriate in-
direct (F&A) cost accounts if the non-
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Federal entity follows a consistent, eq-
uitable procedure in thiB respect. Out-
bound freight, if reimbursable under
the terms and conditions of the Federal
award, should be treated as a cI1rect
cost.

§200.474 Travel OOlIte.

(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 busfneas of the non-Federal en-
tity. Such COBtsmay be charged on an
actual cost basis, on a per diem or
mileage basil! in lieu of actual coets tn-
curred. or on a combination of the two.
provided the method used is appUed 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'e non-federally-funded activities
and in accordance with non-Federal en-
titY'B written travel reimbursement
poncies. Notwithstanding the provi-
sions of §200.444 General costs of gov-
ernment, travel coste of offic1a.lscov-
ered by that section are allowable with
the prior written a.pproval of the Fed-
eral awarding agency or paBa-through
entity when they are 8pecifioally re-
lated to the Federal award.

(b) Lodgi1llJ and subBi&tence. Costs in-
curred by employees aDd oH1oers for
travel, including costs oflodging. other
subsistence. and incidental expenses,
must be considered reasonable and oth-
erwise allowable only to the extent
suah costs do not exceed charges nor-
ma.lly a.llowedby 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
neoessary to the Federal awa.rd; and

{2)The costs are reasonable and con-
sistent with non-Federal entity's es-
tablished travel policy.

(c)(I) Temporary dependent care
costs (as dependent is defined in 26
U.S.C. 152) above and beyond regular
dependent care that directly results
from travel to conferencee is allowable
provided that:

§200.474

(I) Tbe costs are a direct result of the
individual's travel for the Federal
award;

(li) The costs are consistent with the
non-Federal entity's documented 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 1200.482 Conferences.

(d) In the absence of an acceptable,
written non-Federal entity policy re-
garding travel costs, the rates and
amounts established under 5 U.S.C.
5701-11. ("Travel and Subsistence Ex-
penses; Mileage Allowances"), or by
the Administrator of General Services,
or by the President (or bis or her des-
ignee) pursuant to any provtstcns of
such subchapter must apply to travel
under Federal awards (48 CFR 81.205-
46(a».

(e) Commercial air travel. (1) Airfare
costs in eXC8BBof the basic least expen-
sive unrestricted accommodations
class offered by commercial airlines
are unallowable except when suoh ac-
commodations would:

(i) Require circuitous routing;
(11) Require travel during unreason-

able hours;
(Ui) Excessively prolong travel;
(iv) Result in additional costs that

would offset the transportation sav-
ings; or

(v) Offer accommodatfons 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 ftrst-olass or business-
class airfare to be allowable in such
cases.

(2) UnleBBa pattern of avoidance is
detected. the Federal Government will
generally not questiOD 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 a.irfare was not
available in the specific case.

(f) Air travel by other than commercial
carrier. Costs of travel by non-Federal
entity-owned, -leased, or -chartered
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aircraft include the cost of lease, char-
ter, operation (including personnel
costs), maintenance, depreciation, in-
surance, and other related costs. The
portion of suoh coste tha.t exoeeds the
cost of airfare as provided for in pa.ra-
graph (d) of this sectaon, is unallow-
able.
['78 FR '18608, Dec. 26, 2018, &.II amended at 79
FR 7588'1. Dec. 19, 2014]

t200.476. ~
Travel and subsistence costs of trust-

ees (or directors) at IBBs and nonproflt
crganiza.t1.ons are allowable. See &lso
§200.474 Travel costs.

Subpart F-AudH Requirements
GENERAL

§2OO.GOOPurpose.
This part sets forth standa.rds ror ob-

taining consistency and uniformity
among Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards.

AUDITS

.200.501 Audit requiremeDts.
(a) Audit require4. A non-Federal enti-

ty that expends $750,000 or more during
the non-Federa.l entity'S fiscal year in
Federal awards must ha.ve a single or
progra.m-speoific a.udlt oonduoted for
tha.t year in accordance with the provi-
atone of this part.
(b) Single audit. A non-Federal entity

tha.t expends S750,OOO or more during
the non-Federal entity's fisoa,l yea.r in
Federal awards must ha.ve a single
audit oonducted in accordance with
1200.514 Sr,oPfl of a.udit except when it
eleots to have a program-specific audit
conduoted in accordanoe with para-
graph (c) of this section.

(c) Program-$peCific audit electicm.
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-specific audit may not be elected

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

for R&D unless all of the Federal
awards expended were received from
the same Federal agency, or the same
Federal agency and the earne pass-
through entity, and that Federal agen-
cy, or paBB-through entity In the case
of a subrecipient, approves in advance
a program-specific audit.
(d) Exemption when Federal awards ex-

pended are less than S750,()()(). A non-Fed-
eral entity that expends less than
S750,OOO during the non-Federal entity's
fiscal year in Federal awards Is exempt
from Federal audit requirements for
tha.t year, except as noted in 1200.503
Relation to other audit requirements,
but records must be available for re-
view or audit by appropriate officia.1s
of the Federal agency, pass-through en-
tIty, and Government Accountab1Uty
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 as a sepa.rate entity for pur-
poses of this pa.rt.

<0 Subrecipienu aiui Contractors. An
a.uditee may Simultaneously be a re-
cipient, a' subrectptent, and a con-
tractor. Federal awards expended as a
recipient or a subrecipient are subject
to a.udit under this part. The payments
received for goods or services provided
as a contractor are not Federa.1awards.
Section 1200.830 Subrec1pient and con-
tractor determinations sets forth the
considerations in determining whether
pa.yments constitute a. Federal award
or a payment for goods or services pro-
vided as a contractor.

(g) Compliance responsibility for con-
tractors. In most cases, the auditee's
compliance responslb1l1ty for contrac-
tors Is only to ensure that the procure-
ment, receipt, and payment for goods
and services comply with Federal stat-
utes, regulations, and the terms and
conditions or Federal a.wards. Federal
award oompl1ance requirements nor-
mally do not pass through to contrac-
tors. However, the a.uditse is respon-
sible for ensuring compliance for pro-
curement tranBactions which are struc-
tured such that the contractor is re-
sponsible for program compliance or
the contractor's records must be re-
viewed to determine program compli-
ance. Also, when these procurement
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transactions relate to a major pro-
gram, the scope of the audit must in-
clude determining whether these trans-
actions are in compliance with Federa.l
statutes, regulations, and the terms
and conditions of Federal awards.
(h) For-J)ro/it subrecipient. Since this

part does not apply to for-profit sub-
recipients, the pass-through entity is
responsible' for establishing require-
ments, &8 necessary, to ensure compli-
ance by for-profit subrecipients. The
agreement with the for-profit sub-
recipient must describe applicable
compliance requirements and the for-
profit subrecipient's compliance re-
sponsibility. Methods to ensure compli-
ance for Federal awards made to for-
profit subrecipients may include pre-
award audits, monitoring during the
agreement, and post-award audits. See
also §200.331 Requirements for pass-
through entities.
['18 FR 78608. Dec. 26, 2013, &5 amended at 79
FR 75887,Dec. 19, 2(14)

§200.502 ~ lor determining Fed·
eral awarda expended.

(a) Determining Federal awards ex-
pended. The determination of when a
Federal award is expended must be
based on when the activity related to
the Federal award occurs. Generally,
the activity perta1ns to events that re-
quire the non-Federal entity to comply
with Federal statutes, regulations, and
the terms and conditions of Federal
awards, such as: expenditure/expense
transactions associated with awards in-
cluding grants, COBt-reimbursement
contracts under the FAR, compacts
with Indian Tribes, cooperative agree-
ments, and direct appropriations; the
disbursement of funds to subrecipients;
the use of loan proceeds under loan and
loan guarantee programs; the receipt of
property; the receipt of surplus prop-
erty; the receipt or use of program in-
come; the distribution or use of food
commodities; the 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,

§200.502

except &8 noted in paragraphs (c) and
(d) of this section:
(1) Value of new loans made or re-

ceived during the audit pertod; plus
(2) Beginning of the audit pertod bal-

ance of loans from previous years for
which the Federa.l Government imposes
continuing compliance requirements;
plus
(3) Any interest subsidy, cash, or ad-

ministrative cost allowance received.
(c) Loan and loan guarantees (loans) at

1HEs. When loans are made to students
of an !HE but the IHE does not make
the loans, then only the value of loans
made during the audit pertod must be
considered Federal awards expended in
that audit period. The balance of loans
for previous audit periods is not in-
cluded as Federal awards expended be-
cause the lender accounts for the prior
balances.
(d) Prior loan and loan guarantees

(loans). Loans, the proceeds of which
were received and expended in Prior
years, are not considered Federal
awards expended under this part when
the Federal statutes, regulations, and
the terms and conditions of Federal
awards pertaining to such loans impose
no continuing oompliance require-
ments other than to repay the loans.
(e) Endowment fUnd8. The cumulative

balance of Federal awards for endow-
ment funds that are federally re-
stricted are considered Federal awards
expended in each audit period in which
the funds are still restricted.
(f) Free rent. Free rent received by

itself is not oonsidered a Federal award
expended under this part. However, free
rent received &8 part of a Federal
award to carry out a Federal program
must be included in determining Fed-
eral awards expended and subject to
audit under this part.
(g) Valuing non-oasn assutanee. 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) MedicaTe. Medicare payments to a

non-Federal entity for providing pa-
tient care services to Medica.re-el1g1ble
individuals are not considered Federal
awards expended under this part. .
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(1) Medicaid. Medioaid payments to 8

subreciptent for providing pat1ent care
services to Medjcaid-el1gible individ-
uals are not considered Federal awards
exPended under this part unless a state
requires the funds to be trea.ted 8S Fed-
eral awards expended because reim-
bursement is on a cost-reimbursement
baBis.
(j) Certain loans provided btl tM Na-

tional CTedit Union Adminimation. For
purposes of this part, loans made from
the National Credit UIiion Bhare Insur-
anoe Fund and the Central Liquidity
Facility that are funded by contribu-
tions from insured non-Federal entities
are not considered Federal awards ex-
pended.
[18 FR 78608, Dec. 26. 2013, as &mendedat 7ll
FR 75887,Dec.19, 2014]

I200Ji03 Relation to other audit reo
quirements.

(a) An audjt 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 etatute
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) Notwithstandjng subsection (a), a

Federal agency, Inspectors General, or
GAOmay conduct or arrange for addi-
tional audits which are neoessa.ry to
ca.rry out its respo~b1lities 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-
djtiona.l audits, except that the Federal
agency must plan such audits to not be
duplicative of other audjts of Federal
a.wards. 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 paBB-
through entity'S needs, the Federal
agency or pass-through entity must
rely upon and use such audits. Any ad-
djtional audite muet be planned and
performed in such a way as to bulld

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

UpODwork performed, including the
audit documentatfon, sampling, and
testing already performed, by other
auditors.
(c) The provisions of thie part do not

limit the authority of Federal agenoies
to conduct, or arrange for the conduct
of, audits and evalUAtions of Federal
awards, nor limit the authority of any
Federal agency Inspector <Hlneral or
other Federal omcial. For e:mmple, re-
quirements that ·may be applicable
under the FAR or CAB and the terms
and conditions of 8 cost-reimburBemeDt
contract may include additional appli-
cable audits to be conducted or ar-
ranged for by Federal agencies.

(d) Federal ageDCYto pay for addj-
tional audjts. A Federal ageDcy that
conducts or arranges for additional au-
dits must, ocnsietent with other appli-
cable Federal statutes and rsgulations,
arrange for funding the full cost of
such additional audits. .
(e) Request for a program to be au-

dited as a major program. A Federal
awarding agency IJ)ay request that an
auditee have a particular Federal pro-
gram audited as a major program in
lieu of the Federal awarding agency
conducting or arranging for the addi-
tional audits. To allow for planning,
such requests should be made at least
180 calendar daye prior to the end of
the fiscal year to be audjted. The
auditee, after oonsultatdon with Its
auditor, should promptly respond to
such a request by informing the Fed-
eral awa.rd1Dgagency whether the pro-
gram would otherwiee be audited as a
ma.jor program using the risk-based
audit approach deecribed in 1200.518
Major program determination and, if
not. the estimated incremental cost.
The Federal awarding agency must
then promptly confirm to the aul1itee
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 awardjDg agency reo
quest, and the Federal awarding agen-
cy agrees to pa.y the full Incremental
costs, theD the auditee must have the
program audited as a major program. A
paB8-through entity may use the provi-
elons of this paragraph for a sub-
recipient.
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t 200.504 Frequency of audita.
Except for the provisions for biennial

audits provided in paragraphs (a) and
(b) of this section, audits required by
this part must be performed annually.
lilly 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 a.nnually, is permitted to
undergo its audits pursuant to this
part biennially. 'rh1s requirement must
iltHl be 111 effect for the biennia.! period.
(b) Any nonpro1lt orga.n1za.tion that

had biennial audits for all biennial pe-
riods ending between July 1, 1992,and
January 1, 1995,is permitted to under-
go its audits pursuant to this part bi-
ennially.

1200.506 Sanctiona.
In cases of oontinued inability or un-

wiI11ngnessto have an audit conducted
in accordance with this part. Federal
agencies and pass-through entities
must take appropriate action as pro-
vided in §200.338 Remedies for non-
compl1ance.

§200.606 Audit costs.
See §200.425 Audit services.

§ JOOJI07 Program-epeeHlc audits.
(a) Program-speci/ic audit guide avail-

able. In many cases. a program-specific
audit guide will be available to provide
specifiC guidance to the auditor with
respect, to internal controls. compli-
ance requirements. suggested audit
procedures, and audit reporting re-
quirements. A listing of current pro-
gram-specific audit guides can be found
in the compliance supplement begin-
ning with the 2014supplement includ-
ing Federal awarding agency oontact
information and a Web site where a
copy of the guide can be obtained.
When a current program-speoific audit
guide Is available, the auditor must
follow GAGAS and the guide when per-
forming a program-speoific audit.
(b) Pro{JTam-8pecijic auait guide not

available. (1) When a current program-
specIno audit guide is not available,
the auditee and auditor must have ba-
sically the same responsibilities for the

5200.507

Federal program as they would have
for an audit of a major program in a
single audit.
(2) The auditee must prepare the fi-

nancial statement(s) for the Federal
program that includes, at a minimum.
a schedule of expenditures of Federal
awards for the program and notes that
describe the significant accounting
policies used in preparing the schedule.
a summary schedule of prior a.udit find-
ings consistent with the requirements
of t 300.511 Audit. findings follow-up,
paragraph (b), and a corrective action
plan consistent with the requirements
of §300.511 Audit findings follow-up.
pa.ra.graph(c).
(8) The auditor must;
(i) Perfonn 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
oonsistent with the requirements of
§200.514Scope of audit. paragraph (c)
for a major program;
(111)Perform procedures to determine

whether the audite8 has complted with
Federal statutes, regulations, and the
terms and oonditions of Federal awards
that could have a direct and ma.terial
effect on the Federal program con-
sistent with the requirementB of
§200.514Soope of audit, paragraph (d)
for a ma.jor program;
(iv) Follow up on prior audit findings,

perform procedures to assess the rea-
sonablene88 of the summary schedule
of prior audit findings prepared by the
auditee in accordance with the require-
ments of 5200.511 Audit findinge follow-
up, and report. as a current year audit
finding, when the auditor concludes
that the summary achedule of prior
audit findings ma.terially mtsrepre-
sente the status of any prior audit find-
ing; and
(v) Report any audit 1lndingS con-

sistent with the requirements of
§2oo.516 Audit findings.
(4) The auditor's report(s) may be in

the form of either combined or sepa-
rate reports and may be organized dif-
ferently from the manner presented in
this section. The auditor's report(s)
must state that the a.udit waB con-
duoted in a.ccordance with this part
and inolude the following:
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(i) An opinion (or disclaimer of opin-
ion) 8.B to whether the financial state-
mentes) of the Federal program is pre-
sented fairly in all material respects in
accordanoe with the stated e.ccounting
policies;
(il) 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;
(111)A report on compliance which in-

cludes an opinion (or disc1a.1mer of
opinion) 8.B to whether the auditee
complied with laws, regulations, and
the terms and conditions of Federal
awards which could have a direot and
material effeot on the Federal pro-
gram; and
(1v)A schedule of 11nd.1ngsand ques-

tioned costs for the Federal program
that includes a summary of the audi-
tor's results relative to the Federal
program in a format consistent with
§200.515Audit reporting, paragraph
(d)(l) and findings and questioned costs
consistent with the requirements of
§200.516Audit reporting, pa.ra.graph
(d)(3).
(c) Repon submission for prOgTa.rn--spe-

ci/ic audits. (1) The audit must be com-
pleted and the reporting required by
paragraph (0)(2)or (c)(3)of this section
submitted within the earlier of 30 cal-
endar days after receipt of the audi-
tor's report(s), or nine months after
the end of the audit period, UDless a
different period Is spe011l.edin a pro-
gram-speoific audit guide. Unless re-
strioted by Federal law or regulation,
the audltee must make report copies
available for public inspection.
Auditees and auditors must ensure
that their respective parts of the re-
porting package do not include pro-
tected personally identifiable informa-
tion.
(2) When a program-spec11l.c audit

guide ie available. the auditee must
electronically submit to the FAC the
data collection form prepared in ac-
cordance with §200.612Report submis-
sion, paragraph (b), as applicable to a
program-specific audit, and the report-
ing required by the program-specific
audit guide.
(3) When a program-specific audit

guide is not available. the reporting
package for a program-specific audit

2 CfR Ch.11 (1-1-15 EditiOn)

must consist of the !1nancial state-
mentes) of the Federal program, a SUDl-

mary schedule of prior audit findings.
and a corrective action plan &8 d&-
scribed in paragraph (b)(2) of this sec-
tion, and the auditor's report(s) d&-
scribed in paragraph (b)(4) of this sec-
tion. The data collection form prepared
in accordance with 1200.512Report sub-
mi8810n,par~ph (b), 8.B applicable to
a program-Bllecific audit, and one copy
of this reporting package must be elec-
tronically submitted to the FAC.
(d) Other sections 0/ this JlIlTt may

applJl. Program-specific audits are sub-
ject to:
(1)200.500Purpose through 200.503R&-

latlon to other audit requirements,
paragraph (d);
(2) 200.504 Frequency of audits

through 200.506Audit costs;
(3)200.508 Audltee responsib111tiee

through 200.609Auditor selection;
(4)200.511Audit findings follow-up;
(5) 200.512Report submiseion. para-

graphs (e) through (b);
(6) 200.513Responsib1l1ties;
(7) 200.516Audit findings through

200.51'1Audit documentation;
(8) 200.521Management deoision, and
(9) Other referenced provisions of this

part unless contrary to the provisions
of this section, a program-specific
audit guide, or program statutes and
regulations.
[78 FR 78608. Dec. 116,2018, lIB amended at 79
FR 7ti887.Dec.19,2014]

AUDJTEEB

1200.1108Aliditee re8pOnBibllitieB.
The auditee muet:
(a) Procure or otherwise arrange for

the audit required by tb1s part in ac-
cordance with §200.509Auditor selec-
tion, and ensure it 1s properly per-
formed and submitted when due in ac-
cordance with 1200.612Report submis-
sion.
(b) Prepare appropriate 11nancial

statements, including the schedule of
expenditures of Federal awards in ac-
cordance with §200.610Financial state-
ments.
(c) Promptly follow up and take cor-

rective action on audit findings, in-
cluding preparation of a. summary
schedule of prior audit findings and a
corrective action plan in accordance
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with 1200.511 Audit findings follow-up,
paragraph (b) and §200.511 Audit f'J.nd-
ings follow-up, paragraph (c), respec-
tively.
(d) Provide the auditor with access to

personnel, accounts, books, records,
I5Upporting documentation, and other
infonnation as needed for the auditor
to perform the audit required by this
part.

1200.509 Auditor _action.
(a) Auditor pT(lCUrement. In procuring

audit services, the auditee must follow
the procurement standards prescribed
by the Procurement Standards in
§§200.31'7 Procurement by states
through 20.826 Contract provisions of
Subpart D- Post Federal Award Re-
quirements of this part or the FAR (48
CFR part 42), as applicable. When pro-
curing audit services, the objective is
to obtain high-qual1ty audits. In re-
questing propoll8.ls for a.udit services,
the objectives and scope of the audit
must be ma.de clear and the non-Fed-
era.l entity must request a copy of the
a.udit orga.nlution's peer review report
which the auditor iB required to pro-
vide under GAGAS. Factors to be con-
Bidered in evaluating each proposal for
audit services include the responsive-
ness to the request for proposal, rel-
evant experience, avallab111ty of staff
with professional qualifications and
technloaJ abilities, the results of peer
and external quaJity control rev1ews,
and price. Whenever possible, the
auditee must make positive efforts to
utilize small businesses, minorlty-
owned firms, and women's business en-
terprises, in procuring audit services as
stated in 1200.321 Contracting with
small and minor1ty businesses, wom-
en's business enterprises, and labor
surplus area firms, or the FAR (48 CFR
part 42),as appllcable.
(b) Restriction on auditor preparing in-

direct cost proposals. An auditor who
prepares the indirect cost proposal or
cost allocat1on plan may not also be se-
lected to perfonn the audit required by
this part when the indirect costs recov-
ered by the auditee dur1ng the prior
year exceeded SI mrllfon. This restric-
tdon applies to the base year used In
the preparation of the indirect cost
proposal or cost allocation plan and
any subsequent years in which the re-

§200.510

sulting indirect cost agreement or cost
allocation plan is used to recover costs.
(c) Use of Federal auditors. Federal

auditors may perform all or part of the
work required under this part if they
comply fully with the requirements of
this part.

1200.tUO FbulDeiallltateJlleDt&
(a) Financial 8tatements. The auditee

must prepare 1'1nancialstatements that
reflect its 1'1na.nclalposition, results of
operations or cha.Dges in net assets,
and, where appropr1ate, cash flows for
the fiscal year audited. The financial
statements must be for the same orga-
n1utlonal unit and fiscal year that is
chosen to meet the requirements of
this part. However, non-Federal entlty-
wide financial statements may also in-
clude dspartments, agencies, and other
organiutional unlts that have separate
audits in accordance with §200.514
Scope of audit, paragraph (a) and pre-
pare separate financial statements.

(b) Schedule of expenditures of Federal
awards. The auditee must also prepare
a schedule at eXJ)8Ilditures of }l'ederal
awards for the period covered by the
auditee's financial statements which
must include the total Federal awards
expended as determined in accordance
with 1200.502 Bas1s for determining
Federal awards expended. While not re-
qutred, the auditee may choose to pro-
v1de information requested by Federal
awa.rdtng agencies and pass-through
entitles to make the schedule easter to
use. For example, when a Federal pro-
gram has multiple Federal award
years, the auditee may list the amount
of Federal awards expended for each
Federal award year separately. At a
minimum, the schedule must:
(1) List Uldividual Federal programs

by Federal agency. For a cluster of pro-
grams, provide the cluster name, liBt
individual Federal programs within the
cluster of programs, and provide the
applicable Federal a.gency name. For
R&D, total Federal awards expended
must be shown either by individua.l
Federal award or by Federal agency
and major subdivision within the Fed-
eral agency. For example, the National
Institutes of Health is a major subdivi-
sion in the Department of Health and
Human Services.
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(2) For Federal awards received as a
subrecipient, the name of the pass-
through entity and identifying number
assigned by the pass-through entity
must be included.

(8) Provide total Federal awlLl'dsex-
pended for each individual Federal pro-
gram and the CFDA number or other
identifYing number when the CFDA in-
formation is not available. For a clus-
ter of proe-rams also provIde the total
for the cluster.

(4) Include the total amount provided
to subrecipients :!'romeach Federal pro-
gram.

(5) For loan or loan guarantee pro-
grams descr1bed in §200.502Basis for
determining Federal award!! expended,
paragraph (b), identify in the notes to
the Bchedule the balances outstanding
at the end of the audit perIod. This Is
in addition to including the total Fed-
eral awards expended for loan or loan
guarantee programs in the schedule.

(6) Inclllde notes that describe that
significant accounting pol1cies used in
preparing the schedule, and note
whether or not the auditee elected to
use the 10% de minimis cost rate as
covered in §200.414.Indirect (F&A)
costs.
['18 FR 78608, Dec. 211, 2013, &8 amended at 79
FR 75887.Dec. 19. 2(14)

1200.1511Audit findiDp follow·up.
(a) General. Tbe auditee is responsible

for follow-up and corrective actIon on
all audit find1D.gs.As part of this re-
sponllibility, the a.uditee must prepare
a summary schedule of prior audit find-
ings. The a.uditee must also prepare a
corrective action plan for current year
audit findings. The summary schedule
of prior audit findings and the correc-
tive action plan must inolude the ref-
erence numbers the auditor &88ignsto
audit findings under 1200.516Audit
findings, paragraph (c). Since the sum-
mary schedule may include audit find-
ings :!'rommultiple years. it must in-
clude the fiscal year in which the find-
ing 1n1tia1ly occurred. The corrective
action plan and summary schedule of
prior audit imdings must include find-
ings rela.ting to the financial state-
ments which are required to be re-
ported in accordance with GAGAS.

(b) Summary schedule of prior audit
findings. The summary schedule of

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

prior audit findings must report the
sta.tus of all audit findings included in
the prior audit's schedule of findings
and questioned costs. The summary
schedule must also include audit find-
ings reported in the prior audit's sum-
mary schedule of prior audit findings
except audit findings listed as cor-
reoted in accordanoe with paragrapb
(b)(1)of this section, or no longer valid
or not wllJ,T&Ilttngfurther a.ction in ac-
cordance with paragraph (b)(3) of this
section.
(1) When audit findings were fully

corrected. the summary schedule need
only list the audit findings and state
that corrective action was taken.

(2)Wben audit findings were not cor-
rected or were only partially corrected,
the summary schedule must descr1be
the reasons Corthe finding's recurrence
and planned corrective action. and any
partial corrective action taken. When
corrective aetton taken is significantly
different from corrective action pre-
viously reported in a corrective action
plan or in the Federal agency's or P&88-
through entity's management decision,
the summary schedule must provide an

.explanation.
(3) When the auditee beUeves the

audit findings are no longer valid or do
not warrant fI1rther action, tJie reasons
for this position must be deecribed in
the summary schedule. A valid reason
for considering an audit finding as not
warranting further action is that all of
the following bave occurred:

(i) Two years have pa.ssed smce the
audit report in which the finding oc-
curred was submitted to the FAC;

(11) The Federal agency or pass-
through entity is not currently fol-
lowing up with the auditee on the audit
finding; and

(111)A management decision was not
issued.

(c) Corrective action plan. At the com-
pletion of the audit. the auditee must
prepare, in a document separats Cram
the auditor's findings described in
§ 200.516Audit find1n.gs.a corrective ac-
tion plan to address each audit finding
included 1n the current year auditor's
reports. The oorrective action plan
must provide the name(s) of the con-
tact person(s) responsible for correc-
tive action. the corrective action
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planned, and the antiCipated comple-
tion date. If the auditee does not agree
with the audit 1'1ndingllor believell cor-
rective action is not required, then the
corrective action plan mnst include an
explanation and specific reasons.

f 200.612 ReporllnlbmiuiOD.
(a) General. (1) The audit must be

completed and the data collection form
described in pa.ragra.ph (b) of this sec-
tion and reporting package described in
pa.ragraph (c) of th1s section mnst be
submitted within the earlier of 30 cal-
endar daYll after receipt of the audi-
tor's report(s), or nine months &!ter
the end of the a.udit pertod. If the due
date falls on a Saturday, Sunday, or
Federal holiday, the reporting package
Is due the next bustneas day.
(2) Unleas restricted by Federal stat-

utee or regulations, the auditee must.
make copies available for publio in-
spection. Audltees and auditors must
ensure that their respective parte of
the reporting package do not include
protected personally identifiable infor-
ma.tion.
(b)Data Collection. The FAC is the re-

pos1tory of record for Subpart F-Audit.
Requirements of this part reporting
packages and the data collection form.
All Federal agencies, pass-through en-
tities and others 1nterested in a report-
ing package and data collection Corm
must obtain it by accessing the FAC.
(1) The auditee must submit required

data elements described in Appendix X
to Part 200-Data Colleotlon Form
(Form SF-8AC), which state whether
the audit was completed in accordance
with this part and provides informa-
tion about the audltee, its Federal pro-
grams, and the results of· the audi t.
The data must include information
available from the audit required by
this part tpat Is necessary for Federal
agenCies to use the audit to ensure in-
tegrity for Federal programs. Tbe data
elements and format must be approved
by OMB, available from the FAC, and
Include collections of information from
the reporting packag-e described in
paragraph (c) of this section. A senior
level representative of the auditee
(e.g., state controller, director of fi-
nance, chief exeoutive orncer, or chief
nnancial officer) must sign a state-
ment to be included as part of the data.

§200.512

collection that BaYS that the audltee
complied with the requirements of this
part, the data. were prepared in accord-
ance with this part (and the instruc-
tions accompanying the form), the re-
porting package does not include pro-
tected personally identifiable informa-
tion, the information included in its
entirety 1s accurate and complete, and
that the FAC is authorized to make the
reporting paokage and the form pub-
lioly available on a Web site.

(2) Ezception for Jndian Tribes and
Tlibal OrDanizations. An audltee that is
an Indian tribe or a tribal organiza.tion
(as defined in the Indian Self-Deter-
mination, Education and Assistance
Act asDEAA) , 25 U.S.C. t50b(l» may
opt not to anthorise the FAC to make
the reporting package publicly avail-
able on a Web site, by excluding the au-
thorization for the FAC publication in
the statement described in paragraph
(b)(1) of this section. If this option is
exercised. the auditee beoomes 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 pa88-through ent1-
ty provided. Unless restricted by Fed-
eral statute or regulation, if the
audltee opts not to authorize publica-
tion, it must make copies of the report-
ing package available for publio inspec-
tion.
(3)Using the information included in

the reporting package described in
paragraph (c) of this section. the audi-
tor must complete the appl1cable data
elements of the data collection form.
The auditor must sign a statement to
be included as part of the data collec-
tion form that indicates, a.t a min-
imum, the source of the information
included in the form, the auditor's re-
sponslb1l1ty for the information, tha.t
the form is not a. substitute for the re-
porting package described in paragraph
(c) of this section, and that the content
of the form is l1mited to the collection
of information prescribed by OMB.
(c) Reporting package. The reporting

package mu.st include the:
(1) Financial statements and sched-

ule of expenditures of Federal awards
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discussed in §200.610Financial state-
ments, paragraphs (a) and (b), respec-
tively;
(2) Summa.ry schedule of prior B.udJt

f1ndings dtsoussed in f 200.511AudJt
findings follow-up, ps.ragra.ph(b);
(8) Auditor's report(s) disoussed in

1200.515Audit reporting; and
(4) Corrective s.otion plan discussed

in §200.611Audit findings follow-up,
pa.ra.graph (0).
(d) Submission to FAC. The audttee

must electroniOB.llysubmit to the FAC
the dB.ta colleotion form described in
paragraph (b) of this section and the
reporting pa.ck~e described in para-
graph (c) of this section.
(e) Requests for management letters

issued by the auditor. In response to re-
quests by B.Federal agency or p&8ll-
through entity, auditees must submit B.
copy of any management letters issued
by the auditor.
(f) Report retention requirements.

Auditees must keep one copy of the
dB.tacollection form described in para-
graph (b) of this section and one copy
of the reporting ps.okage described in
paragraph (c) of this section on file for
three years from the date of submis-
sion to the FAC.
(g) FAC re$ponsibilities. The FAC must

make available the reporting packages
received in acCordance with paragraph
(c) of this section and f200.607 Pro-
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 B.dB.tabase of oom-
pleted audits, provide appropriate in-
formation to Federal agenoies, and fol-
low up with known auditees that have
not submitted the required dB.tacollec-
tion forms and reporting ps.okages.
(h) Electronic filing. Nothing in this

part must preclude electronic submis-
sions to the FAC in such manner as
may be approved by OMB.
['18FR '18608.Dec.36, 2018, as amended at 79
FR 75887.Dec. 19. 2014]

FEDERALAGENCIES

1200.518 Re8ponsibilities.
(a)(1) Cognizant agency for audit re-

sponslb1l1ties. A non-Federal entity ex-
pending more than $60mi1l1ona year in
Federal awards must have a cognizant
agenoy for audit. The designated cog-

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

nizant agenoy for audit must be the
Federal awarding agency thB.t provides
the predominant amount of direct
funding to a non-Federal entity unless
OMB deSignates a Ilpecific cognizant
agency for audit.
(2) To provide for oontinuity of cog-

mzance, the determination of the pre-
dominant amount of direct funding
must be based upon direot Federal
awards expended in the non-Federal en-
tity's fiBC&lyears ending in 2009,2014,
2019 and every fifth year therea.fter.
For example, audit cognizance for peri-
ods ending in 2011through 2015will be
determined bB.Sedon Federal awards
expended in 2009.
(3) Notwlthstanding the manner In

which audit cognizance is determined,
a Federal awarcllng agency with cog-
nizance for an auditee may reassign
cogn1za.nce to another Federal award-
ing agency that provides substantial
funding and agrees to be the cognizant
agency for audit. Within SO OB.lendar
dB.ysafter any rea.ssl.gnment, 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 cognizant
agency for audit must:
(I) Provide technical audit advice and

liaison a.ssistance to auditees and audi-
tors.
(11)Obtain or conduct quallty control

reviews on selected audits made by
non-Federal auditors, and provide the
results to other interested organiza-
tions. Cooperate and provide support to
the Federal agency deSignated by OMB
to lead a governmentwide project to
determine the quality of single audits
by providing a statistically reliable es-
tlmate of the extent that single audits
oonform to appllcable requirements,
standards, and procedures; and to make
recommendations to addrells noted
audit quality issues, inoluding reo-
ommendations for any oha.nges to aIr
plica.ble requirements. standards and
procedures indicated by the results of
the project. This governmentwlde audit
quality project must be performed once
every 6 years beginning in 2018or at
such other interval as determined by
OMB,and the results must be public.
(111)Promptly inform other affeoted

Federal agencies and appropriate Fed-
eral law enforcement offioia.ls of any
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direct reporting by the auditee or its
auditor required by GAGASor statutes
and regulations.

(iv) AdviBe the community of inde-
pendent auditors of any noteworthy or
important factuaJ trends related to the
quality of audits stemming from qual-
Ity control reviews. 8ign1fica.nt prob-
lems or quality issues consistently
identified through quaJity control re-
views of audit reports must be referred
to appropriate state l1censing agencies
and professional bodies.

(v) Advise the auditor, Federal
awa.rd1ng agencies, and, where appro-
priate, the auditee of any deficiencies
found in the audits when the defi-
ciencies require corrective action by
the auditor. When advised of defi-
ciencies, the auditee must work with
the auditor to take corrective action.
If corrective action is not taken, the
cognizant agency for audU must notify
the auditor, the auditee, and appllcable
Federal awarding agencies and pa.ss-
through entities of the facts and make
recommendations for follow-up aotion.
Major inadequacies or repetitive sub-
standard performance by auditors must
be referred to appropriate state licens-
ing agencies and profeesional bodies for
disciplinary action.

(vi) Coordinate, to the extent prac-
tica.l, audits or reviews made by or for
FederaJ agenoies that are in addition
to the audits made pursuant to this
part, 80 that the additional audits or
reviews build upon rather than dupli-
cate audits performed in accordance
with this part.

(vii) Coordinate a management deci-
sion for crosa-cutting audit finding!! (as
defined in 1200.80 Oross-cuttdng audit
finding) that affect the Federal pro-
grams of more than one agency when
requested by any' Federal awarding
agency whose awards are included in
the audit finding of the auditee.

(v111)Coordinate the audit work and
reporting respons1b1l1ties among audi-
tors to achieve the most cost-effective
audit.

(Ix) Provide advice to auditees as to
how to handle changes in fiscal years.

(b) Oversight agency for audit re-
sponsib1l1ties. An auditee who does not
have a designated cognizant agency for
audit will be under the general over-
sight of the Federal agency determined

§2oo.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 80 calendar
days after any reassignment, both the
old and the new oversight agency for
audit must provide notice of the
change to the FAC, the auditee, and, if
known, the auditor. The oversight
agency for audit:

(1) Must provide technical advice to
auditees and auditors as requested.

(2) May assume all or some of the re-
spons1b1l1tlesnormally performed by a
cognizant agency for audit.

(c) Federal awarding agency respon-
slb111ties.The Federal awarding agency
must perform the following for the
Federal awards it ma.kes (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-
quiremen ts of this part.

(2) Provide techIJtcal advice· and
counsel to auditees and auditors as re-
quested.

(3) Follow-up on audit findings to en-
sure that the recipient ta.kes appro-
priate and timely corrective action. As
part of audit tollow-up, the Federal
awarding agency must:

(1) Issue a management decision as
prescribed in 1200.521 Management de-
cision;

(li) Monitor the recipient taking ap-
propriate and timely corrective action;

(i11)Use cooperative audit resolution
mechanisms (see §200.25 Oooperatlve
audtt resolution) to Improve Federal
program outcomes through better
audit resolution, tollow-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 aud1t nndlngs and
on the effectIveness of Single Audits in
improving non-Federal entity account-
ability and their use by Federal award-
ing agencies in ma.king award deci-
Blons.

(4) Provide OMB annual updates to
the compliance supplement and work
with OMB to ensure that the compli-
ance supplement focuses the auditor to
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test the compliance requiremente most
likely to cause improper payments,
fraud, waste, abuse or generate a.udit
finding for which the Federal 'awarding
&.gencywill take sanctions.
(6) Provide OMBwith the name of a

single audit accountable offioial !rom
among the senior polley officials of the
Federal awarding agenoy who must be:
(1)Responsible for ensuring that the

agenoy fulfills all the requirements of
paragraph (c) of this sectlon and effec-
tively uses the single audit process to
reduce improper payments and improve
Federal program outcomes,
(ii) Held accountable to improve the

effectiveness of the single a.udit process
based upon metrics as described in
paragraph (c)(3)(iv) of this section.
(iii) Responsible for designating the

Federal agency's key management sin-
gle audit liaison.
(6) Provide OMB with the name of a

key management single audit lia.ison
who must:
(i) Serve as the Federal awarding

agancy's management point of contact
for the single audit prooess both within
and outside the Federal Government.
(Ii) Promote intera.gency coordina-

tion, consistency, and sharing in areas
such as coordinating audit follow-up;
identifYing higher-risk non-Federal en-
tities; providing input on single a.udit
and follow-up policy; elihancing the
utility of the FAC; and studying ways
to use single audit results to improve
Federal award accountab1l1ty and best
practices.
(iii) Oversee tra.1ning Corthe Federal

awarding agency's program manage-
ment personnel related to the single
audit process.
(iv) Promote the Federal awarding

&.gency'suse of cooperative audit reso-
lution meohanisms.
(v) Coordinate the Fed.eral 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 crOBB-
cutting audit findings that affect the
Federal programs of more than one
Federal awarding agency.
(vii) Ensure the Federal awarding

agency provides annual updates o! the
compliance supplement to OMB.

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

(viii) Support the Fed.eral awarding
agency's single audit accountable offi-
cial's mission.
['18FR 78608,Dec. 26, 2013, a.s amBIllied at 79
FR'15887.Dec.19.lIll141

AUDITORS

I 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 auditee. or. at the option of the
auditee. such audit must include a se-
ries of audits that cover departments.
agencies, and other organizational
unitB that expended or otherwise ad-
ministered Federal awards during such
audit period, provided tha.t each such
audit must enccmpass the finanoial
statements and BChedule of expendi-
tures o! Federal a.wards for each such
department. agenoy, and other organi-
zational unit. whioh must be consid-
ered to be a non-Federal entity. The fi-
nanoial statements and schedule of ex-
penditures o! Federal awards must be
for the same audit period.
(b) Financial statements. The auditor

must determine whether the financial
statements of the auditee are presented
fairly in all ma.terial respects in ac-
cordance with genera.lly accepted ac-
counting prinoiples. The auditor must
also determine whether the schedule of
expenditures of Federal awards is stat-
ed fa.1rlyin all ma.terial respects in 1'6-
la.tion to the auditee's financial state-
ments as a whole.
(c) Internal control. (1) The compli-

ance supplement provides guidanoe on
internal controls over Federal pro-
grams based upon the guidance in
Standards for Internal Control in the
Federal Government issued. by the
Comptroller General of the United
States and the Internal Control-Inte-
grated Framework. illSuedby 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 obta1D an understanding of
internal control over Federal programs
sumo1ent to plan the audit to support
a low assessed. level of control risk of
noncompliance !or major programs.
(3) Except as provided in paragraph

(0)(4)of this section, the auditor must:
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(i) Plan the testing of internal con-
trol over compliance for major pro-
grams to support a low assessed level
of control risk for the assertions rel-
evant to the oomplianoe requirements
for each major program; and
(ii) Perform testing of internal COD-

trol as planned in paragraph (0)(3)(i)of
this seotion.
(4) When internal control over some

or all of the compliance requirements
for a major program are likely to be in-
effective in preventing or detecting
noncompliance, the planning and per-
forming of testing described in para-
graph (c)(8) of thJs seotion are not re-
quired for thoee compliance require-
ments. However, the auditor must re-
port a significant defioienoy or mate-
rial weakness in aooordance with
1200.516 Audit findings, assess the re-
lated oontrol risk at the maximum,
and consider whether additional com-
pliance tests are required because of
ineffective internal control.
(d) Compliance. (1) In addition to the

requirements of GAGAS, the auditor
must determine whether the audltee
has complied with Federal statutes,
regulations, and the terms and condi-
tions of Federal awards that may have
a direct and material effect on each of
its major programs.
(2) The principal compliance require-

ments applicable to most Federal pro-
grams and the compliance require-
ments of the largeet Federal programs
are included in the compliance supple-
ment.
(S) For the compnanee requirements

related to Federal programs contained
in the compliance supplement, an audit
of these compliance requirements will
meet the requirements of this part.
Where there have been cba.nges to the
compliance requirements and the
changetl 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 incl uded in the
supplement.'
(4) The compliance testing must in-

clude tests of transactions and such
other auditing procedures necessary to

§200.515

provtde the auditor sufficient appro-
priate audit evidence to support an
opinion on compl1ance.
(e) Audit follow-up. The auditor must

Jollow-up on prior audit findings, per-
form procedures to assess the reason-
ableness of the summary schedule of
prior audit· findings prepared by the
auditee in aooordanoe with §200.511
Audit findings follow-up paragraph (b),
and report, as a current year aud1t
finding, when the auditor concludes
that the summary schedule of prtor
audit findings materially misrepre-
sents the status of any prior audit find-
ing. The auditor must perform audit
follow-up procedures regardlEl8ll of
whether a prior audit nnding relates to
a major program ~ the current year.
ef) Data CoUection FOT71l. As required

in §200.512 Report submtsston para-
graph (b)(8), the auditor must complete
and sign. specified sections of the data
collection form.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76887,Dec.19, 2014]

§200.616 Audit reporting.
The auditor's report(s) may be in the

form of either combined or separate re-
ports and may be organized differently
from the manner presented in this sec-
tion. The auditor's report(s) must state
that the audit was conducted in ac-
cordance with this part and include the
following:
(a) An opinion (or disclaimer of opin-

ion) a.s to whether the financial state-
ments are presented fairly in all mate-
rial respects in accordance with gen-
erally accepted accounting prinCiples
and an opinion (or disclaimer of opin-
ion) as to whether the schedule of ex-
penditures of Federal awards is fairly
stated in all material respects in rela-
tion to the f1na.ncia1statements as a.
whole.
(b) A report on internal control over

finanoial reporting and compliance
with provtsrone of laws, regulations,
contracts, and award agreementll, non-
compliance with whioh could have a
material effect on the financial state-
ments. This report must describe the
scope of testing of internal control and
compliance and the results of the tests,
and. where applicable, it will refer to
the separate schedule of findings and
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questioned costs descr:lbed in para-
graph (d) of this section.
(c) A report on oomplfance for each

major program and a report on interna.l
control over compliance. This report
must descr:lbe the scope of testing of
internal control over compliance, in-
clude an opinion or disclaimer of opin-
ion as to whether the a.uditee complied
with Federal statutes, regula.tions, and
the terms and conditions of Federal
awards which oould have a. direct and
mater:lal effect on each ma.jor program
and refer to the sepa.ra.te schedule of
findings a.ndQ.uestionedcosts described
in pa.ragra.ph(d) of this section.
(d) A schedule of findings and ques-

tioned costs which must include the
following three components:
(1) A summa.ry of the auditor's re-

sulta, which must include:
(1) The type of report, the auditor

issued on whether the f'1nanciaJ state-
ments audited were prepared in a.ccord-
anoe with OAAP (1.e.. unmodified optn-
Ion, qua.l1fiedopinion, adverse opinion,
or disclaimer of opinion);
(U)Where applicable, a statement

about whether significant deficiencies
or ma.ter:lalweaknesses in internal con-
trol were disolosed by the audit of the
f1nanclal statements;
(111)A statement as to whether the

audit disclosed any noncompliance
that is material to the financial state-
ments of the a.uditee;
(tv) Where a.ppl1cable. a statement

about whether significant deficiencies
or ma.terial weakne8888in internal con-
trol over major programs were dis-
closed by the audit;
(v) The type or report the a.uditor

issued on compliance for major pro-
grams (t.e., unmodified opinion, qua.li-
fied opinion. adverse opinion. or dis-
claimer of opinion);
(vi) A statement a.s to whether the

audit disclosed any a.udlt findings that
the a.uditor is required to report under
§2oo.516Audit findings paragra.ph (a):
(vii) An identification of ma.jor pro-

grams by listing each indiv1l1uaJmajor
program; however in the ca.se of a clus-
ter of programs only the cluster name
as shown on the Schedule of Expendi-
tures of Federal Awards is required;
(viii) The dollar threshold used to

distinguish between Type A and Type B
programs, as descr:lbed in 1200.518

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

Major program determination para-
graph (b)(1), or (b)(3)when a recaJcula-
tion of the Type A threshold is re-
quired for large loan or loan guaran-
tees; and
(ix) A statement ae to whether the

a.udite8 quaJified a.s a. 10w-r:Iska.uditee
under 1200.520Criter:\a for a low-risk
auditee.
(2) Findings relating to the financial

statements which are required to be re-
ported in aooordance with OAGAS.
(3) Findtnga and questioned costs for

Federal awards which must include
a.udit findings as defined in §200.516
Audit findings, paragraph (a).
(i) Audit findings (e.g., internal con-

trol findings, compliance findings,
questioned costs, or fraud) that relate
to the same isaue must be presented as
a. single a.udit finding. Where practical,
audit findings should be organized by
Federal agency or pa88-through entity.
(11)Audit findings that relate to both

the financial statements and FederaJ
awards, a.s reported under paragraphs
(d)(2) and (d)(3) of this section, respec-
tively, must be reported in both sec-
tions of the schedule. However, the re-
porting in one section of the schedule
may be in summary form with a ref-
erence to a deta.iled 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 1200.512Report submis-
sion, pa.ragraph (b) Data Collection
when a.llowed by GAOASand Appendix
X to Part 200-Data Collection Form
(Form SF-SAC).
[78 FR '/86011,Dec. 26. 2013, as amended at 79
FR 7li887,Dec. 19. 3014]

§ IOO.GI6 Audit fiDdhap.
(a) Audit findings reported. The a.udi-

tor must report the follow1ng a.s audit
findings in a schedule of findings and
questioned oosts:
(1) Significant deficienCies and mate-

rial weakn88lles in internal control
over major programs and significant
instances of abuse rela.ting to major
progra.ms. The a.uditor's determ1na.tion
of whether a deficiency in internaJ con-
trol is a significant defioiency or ma.te-
rial weakness for the purpose of report-
ing an audit finding is in relation to a.
type of compliance requirement for a.
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major program identified in the Com-
pliance Supplement.
(2) Ma.terial noncompliance with the

provisions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awards related to a major pro-
gram. The auditor's determina.tion of
whether a noncompliance with the pro-
visions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awarc1sis material for the pur-
pose of reporting an audit finding is in
relation to a type of compliance re-
quirement for a major program identi-
fied in the compltance supplement.
(3) Known questioned costs that are

greater thIIoIlS25.000 for a type of com-
pliance requiremen t 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
compltance, the auditor considers the
best estimate of total coste questioned
(likely questioned costs), not just the
questioned costs specifically Ident11led
(known questioned costs). The auditor
must also report known questioned
costs when llkely questioned costs are
grea.ter than $25,000for a type of com- .
pliance requirement for a major pro-
gram. In reporting questioned costs,
the auditor must inolude information
to provide proper perspective for judg-
ing the prevalence and consequences of
the questioned costs.
(4) Known questioned oosts that are

greater thIIoIlS25.000 for a Federal pro-
gram which 1s not audited as a major
program. Except for audit follow-up,
the auditor Is not required under this
part to perform audit prooedures for
such a Federal program; therefore, the
auditor will normally not find ques-
tioned costs for a program tha.t 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 major program
(e.g., as part of audit follow-up or other
a.udit procedures) and the known ques-
tioned costs are greater than $25,000,
then the auditor must report this as an
audit finding.
(5) The circumstanoes concerning

why the auditor's report on compliance
for each major program is other than
an unmodified opmton, unless such cir-
cumstances are otherwise reported as

§2OO.516

audit findings in the schedule of find-
Inp and questioned costs for Federal
a.wards.
(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 awards. This
paragraph does not require the audi tor
to report publicly information which
could compromise investigative or
legal proceedings or to make an addi-
tional reporting when the auditor con-
firms that the fraud was reported out-
side the auditor's reports under the di-
rect reporting requirements of GAGAS.
(7) Instances where the results of

audit follow-up procedures diflClosed
that the summary schedule of prior
audit findings prepared by the auditee
in accordance with 1200.511Audit find-
ings follow-up, paragraph (b) materi-
ally mtsrepreeents the status of any
prior audit finding.
(b) Audit finding detail and clarity.

Audit findings must be presented 1n
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, as applicable, In
audit findings:
(1) Federal program and specific Fed-

eral award identification including the
CFDA title and number, Federal award
14ent11'lcatlon 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 Feder8.l award Identification
number, is not avalla.ble, the a.udltor
must provide the best information
available to describe the Federal
award.
(2) Tbe criteria or specific require-

ment upon whioh the audit finding Is
based, including the Federal statutes,
regulations, or the terms and condi-
tions of the Federal awards. Criteria
generally identify 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.
(8) 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 (cr1teri&). which may
also serve ae a baeis for recommenda-
tions for corrective aotion.
(5) The poB8ible a.eserted effect to

provide sufficient information to the
auditee and Federal &gency. or pass-
through entity in the case of a sub-
recipient, to permit them to determine
the cause and effect to fac1l1tate
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 coste

and how they were computed. Known
questioned costs must be identlfled by
applicable CFDA number(s) and appli-
cable Federal award ident1f1oation
number(s).
(7)Information to provide proper per-

speotive for judging the prevalence and
consequences of the audit findings,
such ae whether the audit findings rep-
resent an isolated instance or a sys-
temic problem. Where appropriate, in-
stances identified must be related to
the universe and the number of cases
examined and be quantified in terms of
dollar value. The auditor should report
whether the sampling wa.e a statis-
tically valid sample.
(8) Identification of whether the

a.udit finding was a repeat of a finding
in the immediately prior audit and if
so any a.ppllcable prior year alldit find-
ing numbers.
(9) Recommendations to prevent fu-

ture occurrences of the deficiency iden-
tified in the audit finding.
(10) Views of responsible officials of

the auditee.
(c) Reference numbers. Eaoh audit

finding in the scbedule of findings and
questioned costs must molude a ref-
erence number in the format meeting
the requirements of the data collection
form submission required by §200.512
Report submieeion, paragraph (b) to
allow for easy referencing of the audit
findings during follow-up.

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

1200.617 Audit dOCUllleniation.
(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 wrtting by the cognizant agency
for audit, oversight agency for audit,
cognizant agency for indirect costs, or
pass-through entity to extend the re-
tention period. When the auditor is
aware that the Federa.l agency, paBS-
through entity, or auditee is con-
testing an audit finding, the auditor
must contact the parties contesting
the audit finding for guidance prior to
destruction of tbe audit documentation
and reports.
(b) AcceS3 to audit documentation.

Audit documentation must be ma.de
available upon request to the cogniza.nt
or oversight agency for audit or its des-
ignee, cognizant agency for indirect
cost, a Federal agency, or GAOat the
completion of the audit, ae part of a
qua.lity review, to resolve audit find-
ings, or to carry out oversight respon-
sibilities consistent with the purposes
of this part. Access to alldit docu-
mentation includes the right of Federa.l
agencies to obtain copies of audit docu-
mentation, a.e is reasonable and nec-
essary.

§200.618 Major program determina·
tiolL

(a) General. The auditor must use a
risk-based approach to determine
which Federal programs are major pro-
grams. This risk-ba.eed approach must
include constderataon of: current and
prior alldit experience, oversight by
Federal agencies and pass-through en-
tities. and the inherent·risk of the Fed-
era.l program. The process in para.-
grapbs (b) through (h) of this section
must be followed.
(b) Step one. (1) Tbe auditor must

identify the larger Fede:ra-lprograms,
which must be labeled Type A pro-
grams. Type A programs are defined a.e
Federal programs with Federal a.wards
expended during the audit period ex-
ceeding the levels outlined in tbe ta.ble
In tbis paragraph (b)(l):
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TotaIF ••••• __ •
pendecl

S750.000.

Type AlB IInshoId

EquaJ to or .-ed $750.000
buI _ lhBn or equal 10
$25 rrlllon.

Exceed $25 m1110n IU _
than or .quello $100 rni-
lion.

Exceed $100 mllon IU Ins
than or equoIlo $1 bIlI1on.

Exceed $1 ~ion but _
lhan or equoIlo $10 blIilll'l.

Exl:eed $10 I6ln but _
lhIln or equoIlo $20 bIIIon.

Exceed $20 -. ._•.....•._•._

TOlIlI~I_ •• ·
pended tmee .03.

$3 million.

ToI8l •••••• '_ ex·
pended imH .003.

S30_on

Total Fede,., _. ex·
pended Im8a .0015.

(2) Federal programs not labeled
'rype A under pa.ra.graph (b)(l) of this
section must be labeled Type B pro-
grams.
(8) The inclusion of large loan and

loan guarantees Ooans) must not result
In the exclusion of other programs as
Type A programs. When a Federal pro-
gram providing loans exceeds four
t1mes 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 01 all large loan
programs. For the purposes of this
para.graph a program is only consldered
to be a Federal program providing
loans if the value of Federal awards ex-
pended for loans within the program
comprises fifty percent or more of the
total Federal awards expended for the
program. A cluster of programs is
treated as one program and the value
of Federal awards expended under a
loan program is determined as de-
scribed in § 200.602 Basis for deter-
mining Federal awards expended.
(4) For biennial audite permitted

under §200.504 Frequency of audits, the
determinatton of Type A and Type B
programs must be based upon the Fed-
eral awards expended during the two-
year period.
(c) Step two. (1) The auditor must

identIfY Type A programs which are
low-risk. In making this determina.-
tion, the auditor must consider wheth-
er the requirements in §200.519 Criteria
for Federal program risk paragraph (c),
the results of audit follow-up, or any
changes in personnel or systems affect-
ing the program indicate significantly

§200,518

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 a.udit periods (In the most re-
cent audit period In the case of a bien-
nial audit), and, in the most recent
audit period, the program must have
not had:
(I) Internal control deficiencies

which were identified as material
weakneB88s in the auditor's report on
Internal control for major programs as
required under §200.515 Audit report-
ing, paragraph (c);
(11)A modified opinion on the pro-

gram In the auditor's report on major
programs as required under §200./i15
Audit reporting, paragraph (c); or
(111)Known or likely questioned costs

that exceed five percent of the total
Federal awards expended for the pro-
gram.
(2) Notwithstanding paragraph (c)(I)

of this section, OMB may approve a
Federal awarding agency's request that
a Type A program may not be consid-
ered low risk for a certain recipient.
For example, it may be necessary for a
large Type A program to be audited 8.S
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 auditor of OMB's ap-
proval at least 180 calendar days prior
to the end of the fiscal year to be au-
dited.
(d) Step three. (1) The auditor must

identify Type B progr&mfl which are
high-risk USing profe88ional judgment
and the criteria in 1200.519 Criteria for
Federal program risk. However, the
auditor is not required to identify more
high-risk Type B programs than at
least one fourth the number of low-risk
Type A programs identified as low-risk
under Step 2 (paragraph (c) of this sec-
tion). Except for known material weak-
ness in internal control or compliance
problems as discussed In 1200.519 Cri-
teria for Federal program risk para-
graphs (b)(l), (b)(2), and (c)(l), a single
criteria in risk would seldom cause a
Type B program to be considered high-
risk. When identifying whioh Type B
programs to risk assess, the auditor is
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encouraged to uee an approaoh which
provides an opportunity for d1fferent
high-risk 'rYpe B programs to be au-
dited as major over a period of time.
(2) The auditor 1snot expected to per-

form risk assessments on relatively
small Federal programs. Therefore, the
a.uditor is only required to perform risk
assesamenta on Type B programll tha.t
exceed twenty-five percent (0.25) of the
Type A threshold determined in Step 1
(paragra.ph (b) of th1s section).
(e) Step fOUT. At a minimum, the

auditor must audit all of the following
as major programs:
(1) All Type il. programs not identi-

fied as low risk under step two (parllr
graph (c)(I) of th1s section).
(2)All Type B programs identified as

high-risk under step three (paragraph
(d) of th1s section). '
(3) Such additiona.l programs lIS may

be necessary to oomply with the per-
centage of coverage rule discussed 1n
paragraph (0 of this section. This ma.y
require the auditor to audit more pro-
grams a.s major programs than the
number of Type Aprograms.

(0 Percentage of coverage rule. If the
auditee meets the criteria in 6200.520
Criteria for a low-r1sk auditee, the
a.uditor need only audit the major pro-
grams identified in Step 4 (paragra.ph
(e)(I) and (2) of th1s section) and such
a.dditional Federal programs with Fed-
eral awards expended that, in aggre-
ga.te, all major programs encompass at
least 20 percent (0.20) of total Federal
awards expended. Otherwise. the audi-
tor must audit the major programs
identified in Step 4 (paragraphs (e)(I)
and (2) of this section) and such addi-
tional Federal programs with Federal
awards expended that, in aggregate, all
major programs encompass at least 40
percent (0.40) of total Federal awards
expended.
(g) Documentation of risk. The auditor

must include in the audit accumente-
tion tire risk analysis process used in
determining major programa,
(h) Auditor's judgment. When the

major program determination was per-
formed and documented in accordance
with this Subpart, the auditor'S judg-
ment in applying the risk-based ap-
proach to determine major programs
must be presumed correct. Challenges
by Federal agencies and pass-through

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

entities must only be for clearly im-
proper use of the requirements in this
part. However, Federal agencies and
pass-through entitiell may provide
auditors guidance about the risk of a
particular Federal program and the
auditor must cons1der this guidance in
determining major programll in aulllts
not yet completed.
('18FR 'l86llll,Dec. 26. 2013. a.s amended at 79
FR 7588'l.Dec. 19. 2014]

1200.1118Criteria for Federal program
rWL

(a) General. The audi.tor's determina-
tion should be based on an overall eval-
uation of the riBk of noncompliance oc-
curring that could be material to the
Federal program. The auditor must
consider oriteria. such as described in
paragraphs (b), (c), and (d) of th1s sec-
tlon, to Identify risk in Federal pro-
grams. Also, as part of the risk anal-
ysis, the auditor may w1sh to dlscuss a
particular Federal program with
auditee management and the Federal
agenoy or pass-through ent1ty.
(b) Current and priOT awUt nperience.

(1)Weaknesses in internal control over
Federal programs would indicate high-
er risk. CODIIlderat10nIlhould be given
to the control environment over Fed-
eral programs and suoh factors as the
ezpectatton of management's adher-
ence to Federal statutes, regulations,
and the terms and condttaone of Fed-
eral awards and the competence and
e:xperlenceof personnel who administer
the Federal programs.
(1) A Federa.l program a.dminlstered

under multiple internal control struo-
tures may have higher risk. When as-
sessing risk 1na large single audit, the
Auditor must consider whether weak-
nesses ate isolated in a single oper-
ating unit (e.g., one college campus) or
pervasive throughout the entity.
(11)When s1gn.11'1ca.ntparts of a Fed-

eral program are passed through to
subreclplents, a wea.ksystem for moni-
toring subrecipients would indicate
higher risk.
(2) Prior audit finlllngs would indi-

cate higher risk, particularly when the
situations identified in the audit find-
ings could have a sign1ficant impact on
a Federal program or have not been
correoted.
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(3)Federal programs not recently au-
dited as major progra.ms may be of
higher risk than Federal programs re-
cently a.udited a.sma.jor programs with-
out audit find1Dgs.
. (c) Oversight exercised by Federal agen-

cies and pan-through entities. (I) Over-
sight exerc1sed by Federa.l a.genc1esor
pa.ss-through. entities could be used to
a.ssees risk. For example, recent moni-
toring or other reviews performed by
an oversight entity that disclosed no
significant problems "Would indicate
lower risk, wherea.s monitoring that
disclosed significant problems would
indica.te higher risk.

(2) Federal agencies, with the concur-
rence of OMB, may identify Federal
programs that are higher risk. OMB
will provide this identification in the
compliance supplement.

(d) Inherent risk 0/ the Federal pro-
gram. (1) The nature of a Federal pro-
gram may indicate risk. Consideration
should be given to the complexity of
the program and the extent to which
the Federal program contract.s (or
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 prima.r1ly in-
volving staff payroll costs may have
high risk for noncomplJance w1th re-
quirements of 1200.480 Compensa.tion-
persona.l services, but otherwise be at
low risk.

(2) The phase of a.Federa.l program in
its life cycle at the Federal a.geney
ma.y indicate risk. For example, a.new
Federal program with new or interim
regula.tions may have higher risk than
an established program with time-test-
ed regula.tions. Also, significant
changes in Federa.l programs, statutes,
regulations, or the terms and condi-
tions of Federal awards ma.y inorease
risk.

(3) The phase of a Federa.l program in
its life cycle a.t the a.uditee ma.y indi-
cate risk. For example, during the first
and last years that an auditee partici-
pates in a. Federal program, the riSK
ma.y be higher due to start-up or close-
out of program activitIes and staff.

(4) Type B programs with larger Fed-
eral awards expended would be of high-
er risk than programs with eubetan-

5200.520

tially smaller Federal awards ex-
pended.

§200.520 Criteria for a low·risk
Budiiee.

An auditee that meets all of the fol-
lowing conditions for each of the pre-
ceding two audit periods must quality
a.sa low-risk auditee and be eligible for
reduced a.udit coverage in accordance
with 1200.518 Major program deter-
mination.

(a) Single audits were performed on
an annual basis in accordanoe with the
provisions of this Subpart, including
submitting the data collection form
and the reporting packa.ge to the FAC
within the timeframe specified in
1200.512 Report submission. A non-Fed-
eral entity that ha.s biennial audits
does not qua.lJty a.s a low-risk auditee.

(b) The auditor's opinion on whether
the :f1nancial statements were prepared
in accordance with GAAP. or a ba.sis of
accounting required by state law, and
the auditor's in relation to opinion on
the schedule of expenditures of Federal
a.wards were unmodified.

(c) There were no deficiencies in in-
ternal control which were identified as
material weaknesses under the require-
ments of GAGAS.

(d) The auditor did not re.POrt a sub-
stantial doubt about the a.uditee's abfl-
Ity to oontinue a.sa going concern.

(e) None of the Federal progra.ms had
audit findings from any of the fol-
lowing in either of the preceding two
audit periods in which they were classi-
fied as Type A programs:

(1) Internal control deficiencies that
were Identified a.smaterial weakneeses
in the auditor's report on internal con-
trol for major programs a.s required
under 1200.615 Audit reporting, para-
graph (c);

(2) A modified opinion on a major
program in the audUor's report on
major programs as required under
§2OO.515 Audit reporting, para.graph (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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§200.521

MANAGEMENT DBCISIONS

1200.521 M8DJlgement decision.
(a) General. The management deci-

sion must clearly state whether or not
the audit finding is sustained, the rea-
BonBfor the decision. and the expected
auditee action to repay disa.!lowed
costs. make fina.ncia.! 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 decision. the Federal agency or
pass-through entity may requeet addi-
tional information or documenta.tion
from the auditee. including a request
for auditor assurance related to the
documentation. as a way of mitigating
disa.llowed costs. The management de-
cision should describe any appeal proc-
ess available to the auditee. While not
required. the Federal agency or pa.ss-
through entity may also issue a man-
agement decision on findings relating
to the financial statements which are
required to be reported in accordance
wlthGAGAB.
(b) Federal agency. As provided in

5200.513 Responsib1l1ties, paragrapb
(a)(7), the cognizant agenoy for audit
must be responsible for coordinating a
management decision for audit find-
ings that affect the programs of more
than one Federal agency. As provided
in §200.513 Responsibilities, paragrapb
(0)(3), a Federal awarding agency is re-
sponsible for issuing a management de-
ctsten for findings that relate to Fed-
era.! awards It makes to non-Federal
entities.
(c) Pass-through entity. AB provided in

§200.331 Requirements for pass-through
entities, pa.ra.grapb (d), tbe paS8-
through entity must be responsible for
issuing a management decision for
audit findings that relate to Federal
awards it makes to subreciptente.
(d) TUne requirements. The Federal

awarding agency or pass-through enti-
ty responsible for iBl!Uing a manage-
ment decision must do so within six
months of acceptance of the audit re-
port by the FAC. The auditee must ini-
tiate and proceed with corrective ac-
tion as rapidly as possible and correc-
tive action should begin no later than
upon receipt of the audit report.

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

(e) Reference numbers. Management
decisions must include the reference
numbers the auditor assigned to eacb
audit finding in accordance with
§200.516 Audit findings paragrapb (c).

ApPIi:NDIX I TO PART 200-FULL TExT OF
NOTICE OF FuNDING OPPORTUNITY

The full text of the notice of fundiDg op-
portun1ty 18 organized iD sections. The re-
quired format outliDed in tbJ8 appendix iDdl-
catellimmed1ately following the title of each
Ilection whether that section 18 required In
every a.nnouncement or 18 a Fed~ award-
ing agency option. The Cormat 18des1gned so
that BL-nfiax types of IDfOrmlLtionwill appear
In the same Bllctions In anneuncemente of
diJferent Federal funding opportunitiee. To-
ward that end, there 18 text 111each or the
followlD« aections to describe the types DC in-
formation that a Federal awa.rd1ng agency
would Include In that section DC an actual
lUlJlounoement.
A Federal award1ng agency that w1Bhll8to

Include iDformation that the format does not
spec1ftcally d1aeuasmay adcIreaBthat subject
in whatever IleCtiOn(S)18 mOl5tappropriate.
For example, if a Federal awardlng agency
chooses to addre88 performance roals in the
announoement, It might do BO !Jl the funding
opportmlity d8BCI"iption.the application con-
tent, or the report1ng requirements.
BlmtJarly, when th18 format ca.lla for a

type of I11formation to be in a partioular sec-
tion. a Federal awa.rd1ng agency wlsh1ng to
addrell&that subject in other eectlons may
elect to repeat the I11formation iD those sec-
tions or use croaa referencell between the sec-
tions (there should be byperUnks for cr08B-
referencee 111any electronic versions of the
&DJlouncement). For example. a Federal
awa.rd1Dgagency may want to I11cludeSec-
tion A information about the types or non-
Federal entitillll who are eligible to apply.
The format speo1fles a standard looatlon Cor
that information 111Section C.l but does not
preclude repeatIDg the information In Bec-
tion A or creating a C1'088reference between
Section A and C.l, &8 long as a potential ap-
plicant can find the information quickly and
eully from the standard location.
The seotlons of the full text oC the an-

nouncement are de2cribed in the following
paragrlophs.

A. PB.oGRAM DK8Cll.IPTION-REQUJRED

This aectdon contalns the full progra.m de-
acription of the funding opportunity. It may
be 8.B long as needed to adequately commu-
nicate to potential appllcante the areas in
which fundlng may be provided. It describes
the Federal awarding &gency's fundlng prior-
ities or the techn1cal or focus a.reas In which
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the Federal awarding agency mteJidBto pro-
vide asB1sW..nce.As appropriate, it may In-
clude any program hiStory (e.g., whether this
i8 a new prolTBlllor a new or cb&ngedarea of
program empb&s1a).This section may com-
municate iDdicatol'll of lIucceasful projecte
(e.g, if the program encourases collabo-
rative effortB) and may mclude e:ramples of
projects that have been funded previously.
Tb1s section &leomay include other Informa-
tion the Federal awarding agency deems nec-
essary, and must at a minimum melude cita-
tiona for authorlsing statutes and ragula-
tiona for the funding opportunity.

B. FEDERAL AWARDINroHJ4ATlON-REQUlRED

Tb18 section provides auf1l.cient informa-
tion to help &D applicant make an informed
decision about whether to submit a proposal.
Relevant information could include the total
amount of funding that the Federal awarding
agency expects to •.ward through the an-
nouncement; the anticipated number of Fed-
eral awards; the expected amounts of indi-
vidual Federal awards (which may be a
range); the amount of funding per Federal
award, on average, eX]lerienced in previous
years; and the anticipated 8tart date8 &ad
periods of performance for new Federal
awards. Tbi8 section ai80 Bhollld &ddress
whether appllcatlona for renewal or sup-
plementation of existing projects are eligible
to compete with applloatioDB for new Fed-
era.l awards.
Tb18section also must indicate the type(s)

of aasistance instrument (e.g., grant, cooper-
ative agreement) that may be awarded if ap-
plicatiOns are Buooessflll. U cooperat1ve
agreements may be awarded, this section ei-
ther Ilhollld describe the "subetantlal in-
volvement" that the Federal awarding agen-
cy expects to have or Bhould reference where
the potential appliClUlt can find that infor-
m&tlon (e.g, in the funding opportunity de-
BCription in A. Program DescriptioD-Re-
Quired or Federal award administration in-
formation in Section D. Appllca.tlon and
BubmiYion lDformation). U procurement
contracts also may be awarded, this must be
stated.

C. ELIGIBILITY INFORMATION

Tb1e section a.ddreseee the considerations
or factOl'llthat determine applicant or appli-
cation ellg1b1l1ty. Tb1e includes the ellg1-
b1l1tyof part1clllar types of appllcant organi-
rAtions, any factors affecting the ellg1b1l1ty
Dr the principal investigator or project direc-
tor, and any criteria that make particular
projeots mellg1ble. FedeI'&1agencies Bhould
make clear whether an appliClUlt's failure to
meet an -el1gl.b1l1tycriterion by the time of
an appl1cation deadline 111'111result in the
Federal awarding agency returnJIlg the ap-
plication without review or, even though Il.D
applloatlon may be reviewed, 111'111preclude

pt. 200, App. I

the Federal awarding agency trom m.a..k1nga
Federal award, Key elements to be add.ree8ed
are:
1. Eligible Applicants-RequiTed. Announce-

ments muat clearly identify the types of en-
tities tha~ a.re ellgible to apply. U there are
no restriotions on ellg1b1l1ty, th.i8 section
may simply indioate that all potential appli-
cants are ellg1ble.U there are restrictions on
ellg1b1l1ty, it ill important to be clear about
the spec111ctypea of entities that are el1g1-
ble, not just the types that are ineligible.
For example, if the program is l1m1tad to
nonprofit organimtiona subject to ~ U.S.C.
1I01(c)(3)of the tax code (~ U.S.C. 501(c)(8»,
the announcement Bhould say so. Sim1larly,
it ill better to state BX]llioltly that Native
Amerloe.n tctba.l orga&UzatiODBare 6l1s1ble
than to 8.8llumethat they can unambiguoualy
infer that from a statement that nonprofit
orga.nisationa ma,y apply. El1c1b1l1tyalso can
be 8llJlI'881l8dby exception, (e.g., open to all
types of domeetlc appllcants other than indi-
vidualS). This section Bhollld refer to a.ny
portion of Bection D specifYIng documenta-
tion that must be subm1tted to support an
eligibility determination (e.g., proof of
501(c)(8)StAtus as determined by the Internal
Revenue Service or ILJl authorising tribal res-
olution). To the extent that any funding re-
striction in Section D.6 Could affeot the en-
gtbll1ty of an applicant or project, the an-
nouncement must either restate that restrtc-
tton In this section or provide a crose-rer-
erence to its descrlpt10n in Section D,6.

2. Colt ShaTfflg or Matching-Required. An-
nouncements must state whether there is reo
QUlredcoet sharing, matching, or cost par-
tioipation without which an appl1oation
would be inellg1ble (If OOlItBharing ill not re-
Quired, the announcement must, expllcitly
say so). ReqoJred OOlItsharing may be a cer-
tain percentage or amount, or may be in the
form or contributions of specifted items or
a.ctivitiea (e.g., prov1B1onor eQuipment). It 18
important that the aanouncement be clear
about a.ny restrictions on the types of cost
(e.g., m-kind contributions) that are aocept-
able as coat Bha.r1ng.Coet Bhar1ngas an eligi-
bility criterion includes requirements based
in statute or regulation, as described in
1200.806Coat Ilharing or matching of this
Part. Thill section Bhollldrefer to the appro-
priate portion(s) of section D. Application
a.nd SUbmJ.asion1Df0rmation stating any pre-
award requirements for Bubm1sBionof letters
or other documentAtion to ver11Ycommit-
ments to meet COSt-Bharingrequirements If s
Federal award is made.

3. OtheT-Reqtdred, if applicable. U there are
other el1g1b1l1tycriteria (t.e., criteria that
have the effect of making an applloa.t1on or
project ineligible for Federal awards, wheth-
er referred to &8 "responsiveness" criteria,
"go-no go" criteria, "threshold" criteria, or
In other ways), must be clea.riy stated &ad
must include a reference to the regulation of
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requirement th&t dellcr1be1lthe reatrlction.
as &pplic&ble.For example, if entitles that
hAve been found to be in violation of a par-
ticular Federal statute lire inellglble. It is
importAnt to IlIlYsc, ThIs section mU8t also
state any Ilm1t on the number of applica-
tiona an applicant may submit under the an-
nouncement ud make clear whether the
llm1tation is on the submittlDg organisation,
indlvidual inveatlg&tor/progra.m director, or
both. This section should a.JBo&ddresa any
el1g1b1l1tycriteria for benefici&ries or (or
progra.m partloipa.nts otber thaD Federal
aw&rdrecipients.

D. APPLJOATJON AND SUBMIIl810N INrolU4A'1'lON

1. Addreu to Requut Application Package-
Required. Potentl&l applicants must be told
how to get a.ppl1cation forms. kits. or other
materialB needed to apply (if this announce-
ment conta.lDs everything needed. thie sec-
tion need only say 80). All Internet &ddrees
wbere the materials can be ACCellB8dIs ac-
ceptable. However, since higb-8peed Internet
&CC8Il818 not yet univema,lly available for
downloading documents, and applicants may
hAve additional a.coellllibillty reQuirements,
there also abould be a way for potential ap-
pl1cants to request paper copies of materials,
such as a U.S. Poetal Service ma.1ling &d-
drees, telephone or FAX number, Telephone
Device for the Dea( (TDD), Text Telephone
(TTY) number, andlor Federal Information
Relay ServIce (FIRS) number.
2. Content and Fonn of Application Submi$-

non-RequiTed. Th18 section must identify
the required content er an application and
the fort1l8or formats that an ••pplicant must
use to submit it. If any requirements are
stated elsewhsrs because they are general re-
quirements that apply to multiple progra.ms
or funding opportunities. tb1a Beetlon abould
refer to where those requirements may be
(ound. This section also should include re-
quired fort1l8or formats as p&rt of the an-
nouncement or state wbere the a.ppl1cant
may obtalD them.
Tbie section should speci11cally addrlll!8

content and torm or (ormat requirements
for:
i. Pre-a.pplicationll. letters of intent, or

wb1te papers required or encouraged (see
Section D.4), including any l1m1tations on
the number of pages or other formatting re-
quirements eimil&r to those for full appl1ca-
tions.
11.The application a.Ba whole. For all Bub-

.mteetons, this would include any limitations
on the number of pagee, (ont else and type-
face. marglDB,paper e1ze, number of copiee,
and sequence or assemblY requirements. If
electronic Bubmillllion is permitted or re-
quired, this could inolude special require-
ments for forma.tting or e1gnatures.
ill. Component pieces of the application

(e.g.. if all copies of the application must
bear origlDal slgnatures on the f&.eepage or

2 CFRCh. II (H-15 EdItion)

the program JllUTlLtivemay not exoeed 10
pages). Tb1s includes any pleces that may be
8ubmi~ted separately by tb1rd partiBB (e.g.,
references or letters conf1rmlDg commit-
mente from tb1rd pe.rtl.8Ilthat will be eon-
tributing a portion of any required COIltshllr-
iDg).
Iv. Information that succBBBfula.pplicants

must submit after not1f\cation of intent to
make a Federal aw&rd,but prior to a Federal
aWard. Tb1s could include eVidence of com-
pliance witb reQuirements relating to human
subjecte or information needed to comply
with tbe National Environmental POlicy Act
(NEPA) (42 U.S.C. 4321-43'1Oh).
3. Unique entitl/ identifier and Sylltem fOT

Award Management (SAM)-Required.
This pa.l'8€ra.pb m~t sta.te olearly that

ea.obapplicant (unlB88the applicant is an iD.-
dividua.l or Federal aw&rd1ngagency that is
excepted from thoee requirements under 2
CFR 125.11O(b)or (c), or has an exception ap-
proved by the Federa.l awarding &.gency
under :I CFR 125.110(d»is required to: (I) Be
re~lstered in SAM before submitting its ap-
pl1ca.t.ion;(ii) provide a.a val1d unique entity
ident11ler in its appl1ca.tion; and (iU) con-
tinue to ma.intalD an active BAM reg1Btra.-
tion wi tb curreJlt information at all times
during which it has an active Federal award
or an appltcation or plAnunder considera.tion
by a Federal aw&rd1ngagency. It also must
state that the Federal aw&rd1ngagency may
not make a Federal award to an appl1cant
unt1l the applicant hAs complied with all a.p-
plica.ble unique entity ident1f\er and BAM re-
quirements and, if an applicant has not fully
complied with the requirements by the time
the Federa.l awa.rding agency 1e ready to
make &Federal aw&rd.the Federal aws.rdin.g
agency may detarmine that the applicant is
not qualified to receive a Federal aw&rd and
use that determina.tion as a.ba.alBfor malt1ng
a Federal aw&rdto another appl1cant.
4. Submtulon Dates and nme&-Required.

Announcements must identitY due dates and
times for all submise1oJlB.Tb1s includes not
only the full a.pplloationa but also any pre-
l1m1Jlary submlseioJlB(e.g.• letters of intent,
white papers, or pre-applications). It also in-
cludes any otber eubmlesioJlBof infonna.tion
before Federal aw&rdtbat are separate from
the full application. If the funding oppor-
tunity is a general announcement that 1&
open for a period of time with no speci110due
dates (or applications, this aeotion should
say BO. Note that· the informa.tion ODdate6
that iB inoluded in thi6 seotion also must ap-
pear with other overview infonna.tion in a lo-
cation preceding the full text of the an-
nouncement (see 1200.203Notices of funding
Opportunit188 of this Part).
Each type of 6ubm1Bsion should be dea-

ignated a.eBncoura.gedor required and, if re-
quired, any de&dline date (or dates, if the
Federal a.w&rd1ngagency pla.ns more than
one cycle of applica.tioD 6ubm1Belon.review,
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&lidFederal award lIIlder the &nllouncement)
should be spec1Jled. The announeement must
at&te (or provide &reference to another docu-
ment that states):
1. Any deadllDe iD terms of a date and local

time. If the due date falls on a Saturday.
Sunday, or Federal holiday, the reportiDg
package 111due the next bl1B1nessday.

11. What the deadliDe mea.J18(e.g., whether
it 111the date and time by which the Federal
awarding agency must receive the applica-
tion, the date by which the application must
be polltJnuked, or 80methiDg else) and how
that depeJlda, 1f at all, on the subm1Mion
method (e.g., mall, eleotronio, or pereonal!
courter delivery).
iii. The effect o! mill8iDg a dea.dliDe (e.g.,

whether late applications are ne1ther re-
viewed nor oons1dared or are reviewed a.nd
coD81deredunder some circumstances).
iv. Bow the rece1viDg Federal omce deter-

miDes whether an application or pre-appl1ca-
tion has been submitted before the deadline.
This iDclodeBthe form of acceptable proof of
ma1l1ng or 8Y8te.m-generated documentation
of receipt date and time.
ThlE section alBo may iDdicate whether,

when, and in what form the applioant w11I. re-
ceive an acknowledgement of receipt. This
information should be d18played in waye that
will be ll&IlYto lIIlderatand and use. It can be
dimcult to extract all needed Information
tram n&rrativB paragraphs, even when they
are well written. A tabular form for pro-
vidiD{r a summary of the information may
help applicants Cor eome programB and give
them what effectively could be a cbeckl1et to
verity the completeness of their appl1cation
pa.cka.gebefore BubmieB1on.
6. Intergo1lfml1rlent4l R.et1Iew-Requlred, if ap-

plicable. If the funding opportunity is subject
to Executive Order l23'12, ''Intergovern-
mental Review of Federal Programa," the
notice must say eo. In alertiDg &ppliCllDte
that they most contact their state's Bingle
Point of Contact (SPOO) to 11D.dout about
and comply with the state's procel!6 under
Executive Order 123'12. it may be useful to in-
form potential applica.nte that the names
and a.ddres8es oC the SPOCll are 11lltedin the
OMce of Management and Budget's Web site.
1DIDW.1Dhiteh01tft.~ant.!lapoc.html.
6. Fund1ng Re8trlctions--Req1l.ired. Notioee

mnst incillde in!ormation on funding restric-
tions in order to allow an appllca.nt to de-
velop an application and budget consistent
with program requiremente. Bxa.mples are
whether construction is an allowable activ-
ity, if there are any 11m1t&tions on direct
costs such a.B foreign travel or equipment
purchases, and if there are any limits on in-
direct costa (or faci11tles and a.dmlllistrative
costs). Appl1canta must be a.dv1sed if Federal
awa.rds will not allow reimbursement of pre-
Federal award costa.

7. Other Submia.rion Requiremenls- RelJt.lired.
This section most a.ddress any other aubmts-

pt, 200, App. I

sion reqllirementa not included iD the other
pa.ragn.pha of this section. This might in-
clllde the format of IIUbm1a610n,i.e., paper or
electroniC, for each type of reqUired Ilubmill-
sion. Applicante &bould nct be required to
submit in more tlum one format and th1Il sec-
tion &bould indicate whether they may
cbooee whether to IIllbmit applications in
hard copy or e1ectron1e&lly, maY Ilubmit only
iD hard copy, or may aubmit cnly eleotroni-
e&lly.
This section also must indicate where a~

plioations (and any pre-appl1oationS) must, be
8ubmitted if Bent by postal mail, electronic
means, or hand-dellvery. For postal mail
Bubmi.881on,this must include the name of an
office, Official, indivIdual or function (e.g..
application receipt center) and a complete
ma.illng a.ddress. For electronic Bubmiasion.
this must include the URL or email addreas;
whether a paISl!WOrd(ll)Is required; whether
particnlar software or other electronic capa-
bilities are required; what to do in the event
of system problema and a point of contact
who will be ava.1lable in the event the appli-
cant experiences tecbD.1e&ldimclllt1es.'

E. APPL1CATION REVIEWlNFolI.MATION

1. Criteria-RequIred. This section must ad-
dress the criteria that the Federal awa.rdiDg
agency will use to evaluate &pplicatioDll.
This includes tbe merit &lidother review cri-
teria that evaluators will use to judge appli-
cations, inclllding any statutory, regulatory,
or other preferenceB (e.g., minority statue or
Native America.n tribal preferenoes) that
11'111be applied in the review proC8llll.These
criteria are distinct from el1gib111tycriteria
that are addressed before an application is
accePted for review and any program policy
OT other factors that are applied d~ the
Belection prD09as, a.f'ter tbe review proceB8 is
complsted. The iDtent 111to make the appli-
cation proce&8transparent eo applica.nte can
make lnformed declaioDB when preparing
their applications to max1m1ze fa.irnBllll of
the prooeee. The announcement should clear-
ly deacrlbe all criter1&, incJuding any sub-
criteria. If criteria vary in importance, the
announcement &bould speo1fy the relative
percentages. weighte, or other meana ueed to
dist1ngulBh among tbem. For st&tutory, reg-
1l1&tory,or other preferenoes, the announce-
ment &bould provide a det&iled expla.nation
of those preferences with an explicit indica-
tion of their effect (e.g., whether they result
in a.dditiona.l poiDte being 8.6lligned).

'With respect to electronic methods for
providing information about funding .oppor-
tunities or accepting applicants' submissions
of information, each Federal awarding agen-
cy is responsible for compl1a.ncewith Section
508 of the Rehab1l1t&tlon Act of 1973 (29
U.S.C. 794d).
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If ll.Dapplicant's propoeed coat sharing w1ll
be considered in the review pl'OO8llll(as op-
posed to beiDg an eligibility criterion de-
ac:ribed in Section C.2). the &mlOUDcement
mUllt specifle&lly address how it wiD be COD-
81dered (e.g.• to B88igna oertain number of
additional points to applica.nts who offer
cost 8~. or to break ti811among applica-
tions with equivalent BCoreeafter evaluation
aga1DBtaD other factors). If cost Bhar1ngwill
not be CODBiderec1in the evaluation, the an-
nouncement. Bbould say so, so that there 18
no amblgu1ty for potential applicants. Vague
statements that. cost. Bh&r1DC18encouraged,
without cla.ri11cation as to what that me&ns,
are llIIhelpful to applicants. It also 18impor-
tant that the &DJlounC8ll1llDtbe clear about
ll.Dyrestrictions on the types or cost (e.g., in-
kind contributions) that are acceptable B8

cost BhariJIg.
2. Beview and Selection Proceu-RequiTed.

Th1a section may vary in the level of deta.11
provided. The announcement must 118t any
program policy or other factors or elements,
other than merit criteria. that the selecting
omclal may use in selecting applicatione for
Federal award (e.g.• geographical dispersion,
program balance, or divera1ty). The Federal
awarding agency may alIIo include other ap-
propriate det&1l8.For ex&mple, tbia eection
may indicate who 18respoDB1bleror evalua-
tion aga1Dst the merit criteria (e.g., peB1'8ex-
ternal to the Federal aw&rd1D.gagency or
Federal award1Dg agency personnel) and/or
who makee the fiJI&leelections for Federal
awards. If there Is a multi-ph&ee nlvlew proc-
ess (e.l:.• an extem&l panel adv1s1nginternal
Federal awarding agency personnel who
make ftDal recommendations to the deciding
oMcl&l), the annoancemeat. may describe the
.phaaes. It also may include: the number of
people on an evaluation panel and how it op-
eratea, the way revieweJ1l are aelected, re-
viewer Qualifloations, and the way that eon-
mcts of interest are avoided. With respect to
electroniC methods for providing informa-
tion about fund1nB opportunities or accept-
ing applicants' llubm1BB1onsof information,
ea.cb Feder&! awarding agency 18respoDB1ble
for compliance with Section 608 of the Reha-
b1l1tation Act of 19'13(29U.S.C. 794d.).
In addition, if the Federal awarding agency

permits applicants to nom1n&tel!1llnl'88tedre-
viewers of their applications or suggest those
they feel may be 1n&ppropriate due to a eon-
met of interest, that 1nforma.tion Bbould be
included in this section.

3. Anticipated Announcement and Fede1"al
Award Dates-OptionDl. This section is in-
tended to provide a.ppliOLDtswith informa-
tion they can use for planning purpoees. If
there Is a. single application deadline fol-
lowed by the 8imultaneous review of all ap-
plications, the Federal awa.rding agency can
mciune in this section Information about the
anticipated dates for announcing or noti-
fying successful a.nd unsucceBBfulapplica.nts

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

ud tor having Feder&!awards in place. If ap-
plicat1ol1Bare received and evaluated on a
"ro1ling" bB81Bat different times dur1Dg an
extended period, It may be appropriate to
give applicants an estimate or the time need-
ed to proceea an application and notify the
a.pplicant of the Federal awarding agency's
decillion.

F. FEDBIULAWAlID ADMINlS'l'RATION
INJroRNJ. TION

1. FedMal Award Nottc_Requjred. This
sectron must address wbat a.sUCC8lI8tolappli-
cant ca.n expect to receive following. selec-
tion. If the Federal awarding agency's prac-
tice Ie to provide a Ileparate notice Iltating
that an application bas beeIl selected before
it actually makes the Federal award. th1B
Beetion would be the place to indica.te that
the letter is not an a.uthor1za.tion to begin
performance (to the extellt that It allows
chargiDg to Federal awarda .of pre-award
COllteat the non-Feder&! entity'. own riek).
This section should indicate that the notice
of Federal award Signed by the grants oMcer
(or equivalent) 18the authorizing document,
a.nd whether it is provided through postal
mail or by electronic meaDll and to whom. It
also may address the timing, form, and con-
tent of notitlcatioDB to UDSuOOetlllfll.lappli-
cants. See alBO 1200.210 Information COD-
tained in a Federal award.
Z. AdmtniltTative and NationDl PollCl/ Re-

quiremenu-RequtTed. Th1s section must iden-
tify the usual a.dmin1str&.tiveand national
policy requirements the Federal awarding
agency's Federal awards may inClude. Pro-
viding this information lets a potential ap-
plicant identify any requirements with
which It would have cWficulty complying if
its application 16successful. In those C&lles,
early notification about the requirements al-
lows the potential applicant to decide not to
apply or to take needed actions befonl re-
ceiving the Feder&! award. The announce-
ment need not include all of the terms and
conditions of the Federal award. but may
refer to a document (wlt.h information about
how to obta1D it) or Internet 81te where ap-
plicants can 888 the terms and conditions. If
this funding opportunity will lead to Feder&!
awards with some special terms and condi-
tions tbat differ from the Federal awarding
qency's ullual (sometim811called "general")
terms and conditions, tbia .ection should
highlight those speclal terms and conditions.
Doing so w1ll alert applicants that have re-
ceived Federal awards from the Feder&!
awarding agency preViously and might not
otherwille expect diJIBl'BDtterms and condi-
tions. For the same reason, the announce-
mot Bbould inform potential applicants
about special requirements that could apply
to part1cul&r Federal awards a.tter the review
of appllcations and other information, baSed
on the pa.rtlcular circumstances of the effort
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to be supportecl (e.g., it human sub1ects were
to be involved or if some llitu&tioDSmay jus-
t11Yepec1a.l terms on Intelleotual property,
data sharlng or security reqllinlmente).
J. Reporting-Reqvired. This section mUllt

lnclude general information about the type
(e.g., flnanc1a.1or performance), !requency,
and meaDe of eubmiellion (paper or elec-
tronic) of poet-Federal award raporting re-
quirements. Hl&'hllght any special reporting
requ1remente for Federal awards under this
funding opportunity that differ (e.g., by re-
port type, frequency, forinlrormat, or cir-
cumatancee for use) from what the Federal
awa.rdlng &gency'B Federal awards usually
require.

G. FEDERALAWARDING AGIlNCY CONTACJ'(S~
RJ:Qunum

The announcement must give potent1&l ap-
plicants a point(ll) of contact for IJlllwering
questione or helping With problems whUe the
funding opportunity 18 open. The intent of
thiJ! requirement 18 to be as helpful as pos-
sible to potent1a.l applicants, ao the Federal
awarding a.g-encyBhould consider approaches
Buchas giving:
'1. POinte of contact who may be reached In
multiple ways (e.g., by telephone, FAX, and!
or email, &Il well as regular mail).
11.A rax or emall address that multiple

people accees, so thAt someone will raepond
even it othere are unexpectedly absent dur-
ing critical periods.
111.Different contacts Cordistinct klnde of

help (e.g., one for questione oC programmatic
contsnt and a 88COD4 for admln1strative
questions).

H. 0'1'mIR INrollJlA TION--OPl'lONAL

This section may include any additional
1nCormation thAt w1ll &ll8iata potent1&! ap-
plicant. For example, the section might:
i. Indicate whether this i.e a new program

Dra one-time ID1t1ative.
11.Mention rela.ted programs or other up-

comlng or ongOing Federal awarding &gency
funding opportunities tor e1m1la.ractlvitlllll.
iii. Include current Internet addreeses Cor

Federal awarding agency Web sites thAt may
be useful to an applicant in understandlng
the program.
iv. Alert applicants to the need to identiCy

proprietary information and inform them
about the way the Federal awardlng agency
will handle it.
v. Include certaln routine notices to appll-

cante (e.g., thAt the Federal Government i.e
not obligated to rnalI:eany Federal award &8

a result or the announcement or that only
grante omcers can bind the Federal Govern-
ment to the expendJture of Cunde).

pt. 200, App. II

APPENDIX II TO PART 2O()...-.C()NTRACT
PROVISIONSFORNON-FEDERALENTI-
TY CONTRACTS UNDER FEDERAL
AWARDS

In addition to other prov18ions required by
the Federal agency or non-Federal entity, all
contracts made by the non-Federal entity
under the Federal award must oontaln provi-
sions covering the following, as applicable.
(A) Contracts for mora than the simpltfl.ed

acquillition t.breehold currently set at
$160,000, wblch 18 the ln1l&tlon adjusted
amount determined by the Civilian Agency
Acqa1sition Council and the Derense Acquisi-
tion RegulatiOJl8 Oouncil (CouncUe) as au-
thorized by 41 U.S.C. 1908,moat addre8s ad-
ministrative, conta'actual, or legal remedres
in 1netanoea where contractors violate or
breach contract terms, and provide for mch
II&Dctlonsand penaltlllll &8appropr1a.te.
(B) All contracts in exoe6BoC $10,000must

addreee termln8.tion Cor cause and tor con-
Twence by the non-Federal entity including
the manner by wblch it will be effeoted and
the be.IliBfor settlement.
(C) Equal Employment Opportunity. Ex-

cept as otherwise provided under 41 CFR
Part 50, all contracts thAt meet the daflnl-
tion or "federa.lly &ll81stedconstruction con-
tract" In 41OFR Part 00-1.3must include the
eqaal opportunity cla.uae provided UDder 41
CFR ro-1.4(b), in accordance with Executive
Order 1l246, "Equal Employment Oppor-
tunity" (80FR 12319,12936,3on Part, 1964-
1Jl65Comp., p, 389),&II amended by Execative
Order 113'16, "Amending Executive Order
11246Relating to Eqaal Employment Oppor-
tunity." and implementing regula.tlonB at 41
OFR part 60, "OffIce of Federal Contract
Oompl1a.noe Programa, Eqaal Bmployment
Opportunity, Department otLaber."
(D) Davia.-B&conAot, as amended (401:.8.C.

3141-3148).WbeDrequired by Federal program
legislation, all prime construotion oontraote
in exce88 of $2,000awarded by non-Federal
entities must lnClude a prov1s1onCorcompli-
ance with the Davis-Bacon Act (40 U.S.C.
8141-3144,and 3146-3148)as supplemented by
Department oC Labor regulations (29 CFR
Part 6, "Labor Standarde Provieions Appli-
cable to Contracte Covering Federally FI-
nanced and Aes1BtedConstruction"). In ac-
cordance wit.b the statute, contractors must
be raqulrad to pay wagll8 to laborers and me-
ch&nica at a rate not Ieee than the prevailing
w&ges specified in a wage detennlnation
made by the Secratary or Labor. In addition,
contractors must be required to pay wages
not leBSt.ban once a week. The non-Federal
entity must place a copy of the corrent pre-
vailing wage determination leeued by the De-
partment 01 Labor in each solicitation. The
deoision to a.ward a. contract or Bubcont.ra.ct
must be conditioned upon the acceptance of
the wage determlnation. The non-Federal en-
tity most report all suspected or reported
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viol&tions to the Federal awarding agency.
The contracts mnst, aleo include a. provision
Cor complia.noe with the Copelud "Anti-
Kickback" .Act (40 U.S.C. 3145), 8.ll Ilupple-
mented by Department of La.bor regulations
(29 CFR Part 8. "Contractors ud Su~
contraotors on PubliC Bu1l41ng or Public
Work J'lnLnced in Whole or In Part by Loa.ns
or Gruts from the Unlted Sta.tes"). The .Act
providea that ea.ch oontractor or BU~
recipient muat be prohibited tram inducing.
by any melUlll,any person employed in the
construction, completlon, or repalr of public
work. to give up ponypart of the oompenll8r
tion to which he or lIbe IBotherwi8e entitled.
The non-Federal entity mUBt report a.ll BU6-
pected or reported viola.tloDBto the Federa.l
awa.rd1ngagency.
(E) Contract Work Hours ud 8&Cety

Standa.rds .Aot (40 U.S.C. 3'101-3'lO8).Where
applicable, a.ll oont,racte awarded by the non-
Federal entity in excess of $100,000that in-
volve the employment of mechaniC6 or labor-
ere must include a provision Cor compliance
with 40U.S.C. 3'102and 8'104,8.llllupplemented
by Department of La.bor regulatiOns (29CFR
Part 6). Under 40U_S.O.8'102 of the Act. each
contractor must be required to compute the
wages of every mech&nlc IlJ1dlaborer on the
baBie of a. sta.D4a.rdwork week of 40 hours.
Work in exOlll!Bof the sta.ndard work week 18
permlsa1ble provided that the worker is com-
pelll!&teda.t a. ra.te of not lllBBthu one a.nd a
haJ! times the ba.Bicrate of pay lor a.ll hours
worked in ucees of 40 hours in the work
week. The requirements of 40 U.S.C. 3'104are
applicable to conatruotion work a.nd provide
that no laborer or mech&nlc muat be re-
quired to work in surround1ngll or under
workl:ng conditions which a.re unsa.nlta.ry,
huaroous or cl.a.ngeroUll.Tbeae requirements
do not a.pply to the purchaeell of supplies or
mater1alB or a.rticles ord1nArl.lyavaUable on
the open ma.rket, or oontracts for tranepor-
ta.tlon or transm1Baion of intel11gence.
(F) Rights to Inventions Made Under a

Contract or .Agreement. If the Federa.l a.w&.rd
meets the deflnltion of "funding agreement"
under 3'1CFR 1401.2(a.) a.nd the recipient or
Bubrecipient wlahee to enter inta a. contract
with a. ema.ll buatnese firm or nouprofit orga.-
n1z&tion l'BB'a.rdingthe substitution of par-
t1ea, a.aB1gnment or performance or experi-
mental, devalopmenta.l, or reaea.rch work
under that "funding agreement," the recipi-
ent or Bubrec1plent must comply with the re-
quirements of 87CFR Pa.rt 401,"~hts to In-
ventions Made by Nonprofit Orga.nJza.tlopa
ud Sma.ll Buaine8e FIrms Under Govern-
ment Gra.nts. Contracts and Cooperative
Agre8JJlents," and any implementing regula-
tions isaued by the a.warding agency.
(G) Clean AIr .Act (42U.S.C. 7401-76'1lq.)and

the Federa.l Water Pollution Control Act (33
U.S.C. 1251-1387),a.a amended-Contra.cts and
subgrants of a.mounts in excess of Sl50,OOO
must, contain a proviBion thAt reqoireB ~e

2 CFRen, II 0-1-15 Ecltlon)

non-Federal award to agree to oomply with
a.ll applicable eta.nclardB, ordars or regula-
tions isBUedpurmant to the Clea.n Air Act
(42 U.S.C. 74Ol-'16'11q)ud the Fadera.l Wa.ter
pollutlon Control Act ae a.mended (33 U.S.C.
1.251-188'1). ViOl&tiODBmUBtbe reported to the
Federal a.wa.rding agency and the Regional
Office 01 the Environmenta.l Protection
Agency (EPA).
(H) Debarment a.nelSuspBD8ion(Executive

Orders 12M9 and l2fl89)-.A contract award
(see IICFR 180.ll2O)muat not be made to par-
ties llBted on the governmentwlde exclue10ns
in the System for .Award Management
(BAM), 1u accordance with the OMB gutd&-
lines a.t IICFR 180that lmplameut Executive
Ord8l'll 12549 (3 CPR part 1986Comp., p. 189)
ud 12689 (3 CFR part 1989 Comp., p. 235),
"Debarment a.nd Suspension." SAM Exclu-
Bions conta.1nethe na.mes of parties debarred,
Iluspended, or otherwise exoluded by agen-
cies, &8 weU a.a parties decla.red lnelJg1ble
undar sta.tutory or regulatory authority
other thB.JlExecutive Order 12549.

(1) Byrd Anti-Lobbying Amendment (31
U.S.O. 1352)-Contractors that apply or bid
for an award exceeding SlOO,OOOmllBt me the
required cert1t1cation. lilac.h tier cert1f1es to
the tier above that it wUl not and has not
ueed Federal appropriated funds to pa.y a.ny
person or organlz&tion Cor lnlluencing or at-
tempting to 1nt1uence &11 otncer or employee
of any agency, a member of Congre88, orncer
or employee of Oongreaa, or a.n employee of a.
member or COngre8llin connection with ob-
ta.lnlng any Federal contract, gra.nt or llJ1y
other award covered by 31 U.S.C. 1952.Each
tier must also dlecloee any lobbying With
non-Federa.l funds t.ha.t takes pla.ce in con-
nection With obtaining any Federa.l awa.rd.
Such disclosures a.re forwarded tram tier to
tier up to the non-Federal aw&.rd.

(J) See UOO.322Proourement of recovered
mater1a.ls.
['18FR '18608,Dec. 26, 2018,&8 amended at '19
FR '16888,Dec. 19,2014]

ApPENDIX m TO PART 200-INDIRECT
(F&A) COSTS IDENTIFICATION AND
ASSIGNMENT,AND RATE DETERMINA-
TION FOR lNSTrrUTIONS OF BlGHER
EDUCATION(IRES)

A.GJ!NEII.AL

This a.ppendlx provides criteria for identi-
fYing and computing indirect (or indirect
(F&.A» rates at IHEIl (inatitutiona). Ind1rect
(F&A) coets are thoee that a.re incurred for
common or ,oint objectives and thBl'Bfore
ca.nnot be identtned readily ud Bpecifically
with a particular sponsored project, an in-
structional a.ctivlty, or a.ny other institu-
tiona.l a.ctiv1ty. See Bubaection B.l. DefiDi-
tion of FacUlties a.nd .Administration, for a
diacWllion of the components of 1nd1rect
(F&A) oosts.
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1. Major Functions of an Institution

Refers to 1Detructlon, orga.n1zed research,
other BpoDIIOl'llda.ctlvitieB and other 1nIlt1tu-
tiona) activities as defined In th1Jlsection:

8.. Imt7uctjon mea.ns the tea.chmg and
tra.1ning a.ctlvitles of an lnatltutlon. Except
fur research tra1n.1ng a.a provided In BUb-
eeotlon b, thJa term Includes &!ltea.chfJIg and
tra.1n1ng a.ctlvlt1ea, whether they are oUared
for cred1te toward &degree or cert111ca.te or
on 8. non-cred1t ba.a18,and whether they are
oUered through regula.r a.cadem1c depart,..
mente or 8epar&te dlv1a1ona,auob as & 1lUDl-
mer achool d1v1e1onor an eztenaion div1e1on.
Also conB1dered part of thJa ma.jor function
are depa.rtment&1 research, and, wbere
agreed to, UJI1verB1t.yl'8II8a.rch.

(1) SpOll8ored in#n&ction and trajnJng me&l1.8
spacinc ID8trIlotion&l or tra1n1ng activity es-
t&blillhed by gra.nt, contract. or cooperative
agreement. For purposes of the cost prin-
c1plea, this a.ctlvity m&y be ooDll1dered e.
major function even though an lnatltlltlon's
e.ccount1ng treatment may 1nclude It In the
instruction fUnction.
(2) Departmental rueaTch meane research,

development and 6Ohola.rly activities tha.t
are not organized r88earch and, con-
sequently, are not separa.tely budgeted and
accounted for. Deputment&1 reaea.rch, for
purpoaea of this document, is not con81dered
as a major funot.i.on, but as &part of the In-
Btructlon function of the InBtitution.
(8) Only mandatory coat sba.r1ng or cost

sharing spec1llC&llycommitted In the project
budget must be Included In the organized re-
search bue lor computing the indirect (F&A)
coet rate or reflected In any &!location 01 In-
direct ooate. 8&lary coati above statutory
limite are not con81dered coet sharing.
b. Organiud ruearch mB&Dll&ll research

and development activities 01 an 1netltution
that are llepar&teIy budgeted and 8occounted
for. It IncludBll:
(I) SpOll8orea Te.emch means &11research

and development a.ctlvitiell that are spon-
sored by Federal and non-Federal agencies
and organ1z&tiOJIII.Th1a term Includes activi-
ties involving the tra1n1ng 01 Indlvidu&1BIn
reaearch techn1Quea (oommonly called re-
search tralnlng) where suob actiVities util1ze
the sa.me faclllties as other research e.nd de-
velopment a.ctlvlties and where such &CtlVl-
tlell are not iucluded in the inatruction func-
tion.
(2) UnJverlity research mll&ll8 all researob

and development actlvitlea that are sepa-
rately budgeted and a.coounted for by the in-
stitution under an internAl application of in-
stitutional funde. University researeh, for
Jl11rposeaof this document, must be com-
bined with aponaored research under the
I'Ilnction 01organised re68arch.
C.Other B1KIflsoredactivities m8&D8programs

and projellts 1lna.nced by Federal and non-
Federal agenciee and organizatiOns which In-

PI. 200, App. III

volve the perlonnance of work other tha.n m-
struction and organized reaearob. Examples
of loch PI'DlrrlLlIllland projecte are health
service projectl and community service pro.
grams. However, when any of these activities
are undertaken by the institution without
outeide supPOrt. they may be clasaifled as
other Institutional &et1vitles.
d. Other lnltltutional actitllUee means &11eo-

tlvitles of an Institution except lor 1natrIlc-
tlon, departmental rBlle&rch, organized reo
aea.rch, e.nd other epoDIIOredactivitlee. as de-
fined in this sectdon; indirect (F&A) oost ao-
tivitles ident1f1ed in thJa Appenm para-
graph B, ldenti1l.cat.i.on and &Il81gnmentof In-
direct (F&A) coste: and specia.l1zed services
facllltles described in f lIOO.468 8pec1&l1zed
service fac1lities of this Part.
Examples of other 1nIlt1tutional activities

include opara,tion of reB1dsnC8halls, dining
halls, hoepita.le and ollnios, student unions,
intercollegiate &thletice, bookstores, faculty
hOUSing, etudent apa.rt.mente, guest houses,
cha.pels, theaters, public museum.e. e.nd other
B1m1laraux1lla.ry enterprises. Th1a de1lnition
al80 includes e.ny other categoriee of actlvi·
ties, costs 01 which are "un&Uowable" to
Federal &wards, unleas otherwise Indicated
in an award.

2. OrIteria for DtatTUlution

&. Bale period. A base period for distribu-
tion of indirect (F&A) ooate is the period
during which the coste are Incurred, The
base period normally ahould coincide with
the nscal year eatablished by the institution,
but in e.ny event the baBeperiod ehould be 80
aelected as to avoid 1nequitiea In the dis-
tribution or coste.
b. Need for coli gr01lpingS. The over&ll ob-

jective of the indirect (F&A) cost allocation
proCBll8ia to distribute the indirect (F&A)
coate deacr1bed in Section B, Identification
e.nd &88lgnmeDt 01 indirect (F&A) OOBte,to
the major functions 01 the inllt1tution in pr0-
portions re&IIonablY consistent with the na-
ture and enent of their ll8B01 the 1nBtltll-
tion's reBOurcea. In order to a.oh1evethis ob-
jective, It may be neceeea.ry to provide for
aelect! ve diBtrlbut!on by esta.bl1Bh1ngsepa-
rate groupings of cost within one or more 01
the indlreot (F&A) oost o&tegoriea reflllTed
to In subsection B.l, De1lultlon of Fa.cilities
e.nd Adminilltr&tlon. In general, the ooet
groupings establiahed within a category
6hould constitute, In eaob case, a pool of
those Items of ezpense that are cODllideredto
be of like nature in terms of their relAtive
oontrlbution to (or degree of remoteneee
from) the particular COlltobjectives to which
d1Btrlbution is appropriate. Coat groupings
should be establ1Bhed considering the general
guides provided in subsection c of this sec-
tion. Ea.ch such pool or cost grouping Bhould
then be distributed individually to the re-
lated oost objectives. uaing the dlatrlbution
baBe or methOd moat appropriate in light 01
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the guideliIles Bet forth In subsection d of
th1Bsection.
c. GerleTaI comlderati01U on con g,cmpi711/'.

The extent to which Ilepa.rate coat group!ng6
and selective dlBtrlbution would be appro-
priate at an lnIltitution is a mat.ter or Judg-
ment to be determined on a C&8e-by-c&8e
be.Bis.TypIcal 81tu&tionswhich may warra.nt
the eetabUahmBIlt or two or more separate
coat group1ngll(baaed on account clas81f1ca-
tion or anaJysis) within an Indirect (F&A)
coat category Inolude but are not limlted to
the following:
(1) U certain items or oategorlB6 of expenBe

relate solely to one of the major functione of
the Institution or to lBll8than all functions,
Bucb expenllBllebould be BBt&Il1de&II a sepa.-
rate cost grouping for direct &llIllgDmentor
selective allooation In accordance with the
guides provided In aubsections b and d.

(2) U any typea or upenee ord1nar1ly treat-
ed as general adm1n1lItl'ation or dep&rt-
mental adm1niatration are chal"ged to Fed-
eral awards ae direct costa, exp8ll8llsapplica.-
ble to other aotivitiee of the institution
when incurred tor the same purpo888 In Uke
circumstances must, through separate Q08t
groupings, be excluded from the Indirect
(F&A) coats allocable to those Federal
a.wa.rdeand included in the direCt cost of
other activlties ror coat allocation purposes.
(3) U it is determined that certain expenses

a.re for the support of a.service un1t or facU-
ity whoee output 1s susceptible of mea.eure-
ment on •. workload or other quantItative
basis, sucb eX]lBJl8ellshould be set &.Bidea.ea
separate cost grouping {or dlBtribution on
such ba.ei8 to organ1zed resea.rcb, Inetl"uo-
tlonal, and other activities at the Institution
or within the department.
(4) U activltiB6 provide their own pur-

cbaaiDg, perllOnnel a.dm1nistr&t10Jl,bulldlng
mainten&nce or s1m1llll'service, the dlBtrlbu-
tion or general admlnistraUon and genera.l
expenses, or operation and maintenance ex-
penses to euch activltiee should be accom-
pUehed through cost group1ngewb1ch lDclude
ollly that portIon or central indireot (F&A)
costs (such ae tor overall ma.na.gement)
which a.re properly allocable to euch activi-
t1es.
(5) U the institution elects to u-t fringe

benents &8 indirect (F&A) charlres, such
costs should be eet aalde a.e a aepa.rate coat
grouping ror selective dlBtrlbution to related
oost objectlv88.
(6) The number of separate coat grogp1ni'8

within a category sbould be held witbln
practical llm1ts, after taking into consider-
at10n the materiality of the amounts in-
volved a.ndthe degree of precision attainable
througb less selective methods of dlBtrlbu-
ticn.
d. Selection of dlBtrlbutlon method.
(1) Act.ual conditions must be taken into

account in selecting the method or base to
be used In distributing Individual coat

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

groupings. The ll88llIltlalconsideration in se-
lecting a bue ie that it be the one best suit-
ed for a.es1gningthe pool of costa to cost Db-
Jecti-ves in accordance witb benefits derived;
wIth a traceable cauee-and-effect relatlon-
ahlp; or w1th logic and reaeon, wbere na1ther
benefi t nor •. cause-and-etfect rele.tionabip 1s
detenntnable.
(2) If a coet grouping c&D be identified di-

rectly with the coat pbJect1ve benefttted, it
Ilhould be auliDed to that coet obJective.
(3) If the expenaes in a cost grouping are

more general in _ture, the d1str1butioJl may
be be.Bedon a ooet aue.lyeis study which re-
aulte in an equltable distribution of the
costs. Buch COlItanalys1s Studi88 may take
into consideration weighting factore, POpu-
latlon, or space occupied it appropriate. Cost
analysis studies, bowever, must (a) be appro-
priately documented in eufDcIent detail for
eubeequent review by the cogn1Y.nt agency
for indirect costa, (b) dlBtrlbute the coste to
the related cost objective6 In accordance
with the relative benefits derived, (c) be sta-
tist1cally 8OI1nd,(d) be perfonned speclftcally
at the lnIltitutlon at which the results are to
be U8ed,and <e)be reviewed periodically, but
not le&llfrequently than rate negot1a.tlODB,
updated it Jl8C88lllU'Y,and used consistently.
&ry &llllumptlonsmads In the etudy muet be
etated and expla1ned. The uee of coat anal-
ysis studiel and periodIc changes in the
method of cost dlBtrlbution must be fully
juetified.
(4) U a. cost a.na.lysis study is not per-

formed, or it the study does not result in an
equItable dlBtributlon or the coats, the dis-
tribution muet be made In accordance with
the appropr1ats ba.eecited in Section B, Iden-
tl11catlon and I.8IIllrDmBIltof indirect (F&A)
costs, unleBSone of the following conditions
lemet:
(a) It can be demonstrated that the uee of

a different ba.eewould result In a. more equi-
table allocation of the coets, or that a more
readlly ava.1la.blebase would not increa.se Ule
costa ch~ed to Federal awards, or
(b) 'nle inst1tution qualHl.esror, and elects

to uee, the slmpllfted method tar computing
indirect (F&A) cost rat.ea deaarlbed in Sec-
tion D, Simplified method for small institu-
tions.
(5) Notwithstanding Bubeectlon (8), effec-

tive July 1, 1998,a oost analysis or be.Beother
thaD that in Section B must not be ueed to
distribute util1ty or student aervicee costs.
Instead, subaections B.4.c Operation and
maintenance expenses, may be used in the
recovery of ut1llty oosts.
e. Order of distrJbution.
(1) Indirect (F&A) costa are the broad cat-

egories of costs 'd1scUBBedin Bection B.l,
Definitions of Fac1lltiee and Administration
(2) Depreciation, interest exPllDllell,oper-

at10n and maintenance expenesll, and general
a.dm1niBtrat.lveand general expenses ahould
be allocated in that order to the remainJng
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Indirect (F&A) C08t categories as well &II to
the major functions and 8pec1&l1zedservice
facilities of the 1nat1tutlon. Other COBtcat-
egDlieamay be allocated 1J1the order deter-
mbled to be moat appropr1a.t.eby the lnatitu-
tlons. When 01'088 allocation of COBtBts made
a.sprovided 1J1subeection (3), this order or al-
location doea not a.pply.
(3) Normally an lJld1rect (F&,A)coat cat-

egory will be considered closed once it hae
been allocated to other 008t objectives, and
coats may not be 8ubeequently allOO&tedto
It. However, a craBBallocatlOIl of COBtsbe-
tween two or more lJldirect (F&A) coet cat-
egories may be used if such allocation will
reeult in a more equitable allocation of
coats. If a 01'088 alloca tlODts uBBd,an appro-
priate mod1t1cation to the composition of
the 1nd1rect (F&A) coat categories described
in Section B Is required.

B.IDENTlJI'lCATION AND ASSJGNMENT OF
INDIllJXlT (F&A) COSTS

1. Definition of Facilities and Adminlltration

See 1200.414Indirect (F&A) coste which
provides the bes1JIfor these Indirect cost re-
quirements.

2. Depreciation

a. The expenses under this hea.ding are the
portdon of the ooste of the lnatitutlon's
buildings, capital improvements to land and
buUdings, and equipment which are oom-
puted In accordance with 1200.436Deprecia-
uon,
b. In the abaence of the alternativ88 pro-

vided for 1J1Section A.2.d, Selection of dis-
tribution method, the ezp8D888lJlcluded in
thts category must be allocated in the fol-
10wiDgmanner:
(1) Depreclailon on buUdings used exclu-

sively 1J1the cOllduct of a single function,
and on capital Improvements and equipment
used In such buildings. must; be assigned to
that functiOD.
(2)Depreciation on buildings used tor more

than one fUnCtion, and 011capital improve-
ments and equipment used In such bulldlngs,
must be allocated to tbe individual funotlons
performed In each building on the ba.ets of
usable equare feet of space, excluding oom-
mon areas IUch a8 hallways, stairwells. and
reetrooms.
(3) DeprecIatiOll on bulld1ng6, capital im-

provements and equipment related to space
(e.g., individual rooms, labora.tories) used
Jointly by more than one function (&8 deter-
mined by the users of the spa.ce) muet be
treated as follows. The COBtof each jointly
used unit of spaoe must be allocated to bene-
Otting fIJDctloIUlon the basts of:
(a) The employee full-time equivalents

(FTEe) or 6alariee and Wages of those indl-
vldul.l functions benefitting from the use of
that space; or

pt, 200, App. III

(b) Institution-wide employee FTEll or llaJ-
aries and wages applicable to the beneflttiDg
major functions (see Beetion A.I) of the In-
stitutlon.
(4) Depreciation on certain capital Im-

provemente to land, suoh &8 paved parking
areas, fenceB,llIdewalks, and the like, not in-
cluded 1J1the cost of buildi.Dge,mut be allo-
cated to ueer categori811of lltudent8 and em-
ployees on a full-time equivalent baaill. The
amount allocated to the student cate&'ory
mWlt be assigned to the InStruction function
or the institution. The amount allocated to
the employee category mWlt bs further allo-
cated to the major functions ot the institu-
tion in proportion to the salaries and wages
of all employe88 applicable to tboae func-
tions.

3.Interut
Interest on debt a&eoc1ated with certain

buildingll, equipment and capital improve-
ments, as defined in 1200.449Interest, must
be claBa1tiedas an expenditure under the cat-
egory Fac1llttes. ThellB costs mUBt be allo-
cated In the same manner as the deprecia-
tion on tbe buildings, equipment, and ca.p1tal
lmprovemente to which the interest relates.

4. Operation and Mal7ltenance Ezpen$u

a. The expen888 under th1I! heading are
those that have been incurred for the admin-
1etratlon, supervision, opera.tton, ma.1nte-
nance, preaervailon, and protection of the In-
stltut1on's phyBlcal plant. They lJlclude ex-
penses normally incurred for luch items as
janitorial and util1ty IIBrvlces; repa1rll and
ordinary or normal alterations of buildings,
furniture and equipment; care of grounds;
ma.1ntenance and opera.t1011of buUdiDgB&nd
other plant f&cU1ties;security; earthquake
and d1eaBter preparednellll; env1ronmenta.l
aa.fety; bUal'dous waste disposal; property,
liabWt.y and all other insurance relating to
property; space and capltal lea.s1ng; facUlty
planning and management; and central re-
ceiving. The operatton and maintenance ex-
pense category ahould also include lte allo-
cable share of fringe benefit costs, deprecia-
tion, and interest coste.
b. In the absence of the alternatives pro-

vided for In Section A.2.d, the expenses in-
cluded In th1e category muet be allocated In
the same manner as described in subeectlon
2.b for depreolation.
c. A ut1llty coet adjustment of up to 1.3

percentage points may be Included In the ne-
gotiated Indirect cost rate of the IRE for or-
gaulud resea.rch, per the computation alter-
natives in paragraphs (c)(l) and (2) of th1B
section:
(1)Where apace Is devoted to a single func-

ttcn and metering allows unambtguoue meas-
urement of usage related to that space, costs
must be assigned to tbe function loca.ted In
that spa.ce.
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(2) Where space 18 alloca.ted to diUerllJlt
functions and metering does not allow unam-
biguous measurement of usage by function,
coete mut be allocated as fOllowa:
(1)Util1ties COIIt8should be apportioned to

functions in the same manner as depreo1ar
tdon, based on the calculAted diftarence be-
tween the Bite or building actual square foot-
8i"8 for mon1tored research laboratory space
(site. building. floor. or room). and a sepa-
rate calculAtlon prepared by the IHE ~
the "effective square foot.age" dBllCribedin
Bubsection (cX2X11)or thla section.
(11)"Efrectlve square footage" allocated to

reaearch laboratory apace mut be calculated
as the actual square foot.age times the rel-
ative energy util1z&t1onindex (REUI) poIlted
on the OMBWeb Bite at the time ot a rate
determination.
A. ThIB index Is the ratlo ot a laboratory

energy USB indllll (lab EUI) to the cor-
responding index (or overall average college
or unlveraity apace (college EUI).
B. In July lm.2.valuae for theBBtwo indicae

(taken reepectively from the La.wrence
Berkeley La.boratory "La.be tor the 2let Cen-
tury" benchmark1Jlg tool http://
labs21benchmaTldng.lbl.//ov/CompareData.php
and the U8 Department of Energy "Build-
ings Energy Databook" and http://
building8databook.eren.doe.govICBECS.aspz)
were 310 kBtulsq ft.-yr. and 155kBtulsq rt-yr.,
BOthat the adjustment ratlo 18 2.0 by this
methodology. To retain currency. OMBwill
adjust the EUI numbers from time to time
(no more often than a.nDual1ynor lees often
than every 5 years). ua1ng rellable and pub-
licly diacloeed data. Current values of both
the EUIs and the REUI will be posted on the
OMBWebBite.

5. General Administration and General Ezpe1UU

a. The expenses onder th1B heading are
thoee that bave been incurred for the lreneral
executive and &dm1n1strative omces or ed.u-
cational 1nst1tutions and other expenses or a
general cha.racter wblch do not relate solely
to any major function of the 1natltution; I.e.•
solely to (1) instruction, (2) o1'll'&01Bedre-
lleuch, (3) other aponeored activities. or (4)
other institutional activities. The general
adm1n1Btration and general e:xpansecateB"ory
should &leo include its allocable share of
fringe benefit costs, operation and ma.1nte-
na.nce upense, depreciation. and int&re8t
costs. Eu.mples of general adm1n1atration
and general expenBel!include: those expenses
inol11T8dby administrative ot11oeethat serve
the entire university system or which the in-
stltution 18a pa.rt; central offices of the in-
stltution such as the PreBident's or
Ch&ncellor's office. the offices for institu-
tion-wide financial man&«em.ent, buainesB
services, budget and planning. personnel
management. and safety and risk II1&DIL8"S-
ment; the office or the General Counsel; and
the operat.ions of the oentral administrative

2 CFRen II (1-1-15 Edition)

management informatlon systems. General
&dm1n1stratlon and general expenses must
not include expenaes incurred within non-
universit:y-wlde dea.na· OmOBS.aoademio de-
partments. organized researcb units. or simi-
lar orga.nimtlonal units. (Bee sUbeection 6,
Departmental adm1n1str&tion expenses.)
b. In tbe abaence of the alterDAtives pro-

vided for in Section A.2.d. the expenees in-
cluded in this cate«ory must be grouped. nrst
acoordlng to common major functions or the
1n8titutiOI1 to which they render aervioee or
prOvide benef1te. The aggregate expllllllBllor
each croup must then be allocated to serv-
iced. or benef1tted functions on the modifted
total cost ba.als.Modifled total costs oonBist
or the same elements as those in Section C.2.
When an activity included. in th1B 1nd1rect
(F&A) coat category provides a aervlce or
product to another 1natitutlon or organ.1aa-
tton, an approprlate adjustment must be
made to either the expenees or the bas1Ilof
alloca.tion or both, to &Il8W'E!a proper alloca.-
tion of coats.

6. Depanmental Administration Ezpensu

a. Tbe expenses under th1B heading are
those that have been incurred for adminis-
trative and supportlng services that benefit
common or joint departmental actlvitles or
objectives in academic dll&Dll'Ot11C1lll.aca-
demic departmente and divi8l.oD8,and 01'll'&-
niBBd research units. 01'll'an1zed researcb
unite inolude such units as inBtitutea. study
centers, and resea.reh centers. Departmental
&dmin18tration expenses are subject to the
following limitations.
(1) Academic dea.na' offioes. SalarlBll and

opera.ting upenaea are l1Jnlted to thOIlllat-
tributable to adm1n1strative f\mctione.
(2)Academic depa.rtmants:
(a) 8&l&r1ee and frlnge benefits attrib-

utable to the adm1n1atratlve work (including
bid and proposal preparation) or faculty (in-
cluding department b&&de)and other profes-
sional pereonnel conduotlng research and/or
instruction. must be allowed at a rate of 3.6
percent or mod11led total direct COBtIl. This
category does not inolude profeBBlonal bosl-
neee or profeee:ional adm1n1strative ofncera.
This allowance must be added to the com-
putation of the ind1rect (F&:A)cost rate Cor
major runctions in Sect10n C. Determination
and application of indirect (F&A) oost rate
or rat&s; the expensee covered by the allow-
ance must be excluded from the depart-
mental a.dm1niBtratlon cost pool. No docu-
mentation is required to support th1Ballow-
ance.
(b) Other &dm1n1atrat1ve and supporting

expenses Incurred within academic depart-
ments are allowable provided they are trei-t-
ed cone1atently in l1ke circumstances. This
would include expenses BUch&8the salaries
or secretarial and clerical staas. the salaries
of admin1stratlve ofnCS1"lland aasiatants,
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travel. omce supplies. stockrooJDll. and the
like.
(8) Other fringe benefit coats a.pplicable to

the salaries and w&P8 included in sub-
IlectiODII(1) and (2) a.re a.llowa.ble••.• well a.s
an appropriate llba.re ot general admin1stnL-
tron and general expanses, operation and
maintenance expenses. and deprecatlon.
(t) Federal agencies ma,y authorize reim-

bursement of additional l106tIl tor dep&rtment
.heads and faculty only in exceptional ca.aeB
wbere an institution C&DdemDmltrate undue
hard8bip or detriment to project perform-
ance. .
b. The following guidelines apply to the de-

termination of departmental administrative
coats a.sdireot or indirect (FolIA)costs.
(1) In developing the departmental a.dmin-

lstration cost pool. special ca.re should be ex-
erciaed to enaure that costs incurred Cor the
ll&JDepurpose in like circumstances are
treated conslstently ILl! either direct or indl-
reet (FolIA)costs. For example. salaries of
tecbnica.l staff. laboratory supplies (e.g..
chemlca.ls). telephone toll cha.rges. animals.
animal ca.re costs. computer oosts, travel
C08t1l.and spec1&l1zedlIbop costs must be
treated as direct costs wherever ldentiflable
to a partioular cost objective. Direct charg-
ing of these coets may be aocompl1l1bed
through specifiC !denunoation of individual
coste to benefittinlf coat objeotives. or
througb rechlUYecenters or Bpeoi&llzedserv-
ice fac1Utiee. •.• appropriate under the cir-
eumstencee. See H200.t13 DIrect ~ts, para-
graph (c) and 200.468 Special1zed service fa-
cil1ties.
(2) Items luch &8 omce supplies. poBtB8e,

local telephone costs. and mambe1'llhipemust
norm&11ybe treated &8 indlrect (F&A) coets.
c. In the a.bBenceof the alternativee pro-

vided for in Section A.2.d, the expall888 in-
cluded in thiB category must be allocated as
Collows:
(I) The adminlstrative expeD88B of the

dean's omce of eacb ocllep and school must
be alloca.ted to the academic departments
within that college or school on the mod11led
total cost buls.
(2) The adm1nlstrative expeJlllBs of each

a.ca.demicdepartment, and the department's
Ilhare of the exptllUlBll allocated in eubeection
(1)mm be allocated to the appropriate func-
tion! of the department on the mod11led
total C08tbaals.

7. Spoflsored Projects Administration

a. The 8Xpeneesunder thie heading are lim-
Ited to those inourred by a separate organi-
zation(s) establillbed primartIy to admin18ter
sponsored projects. inoluding such functioDll
as grant a.nd contnLct administration (Fed-
eral a.nd non-Federal). special security, pur-
cha.l!1ng.personnel. adminiBtl'ation. and edit-
ing and publlshiDg of research and other re-
ports. They include the Balaries and expenses
of tbe head of aueh organization, assistants,
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and immediate staff. together with the sala-
ries and expeDllee of personnel e:cgagsd in
supporting &ctivitiee maintained by the or-
ganization. such &8 stock rooms, print 1Ib0pe,
and the like. Thte category alao includes a.n
allocable llba.re of friDge benefit costa, gen-
eral .adm1niBtration a.nd general expeJl8es,
operation and maintenance uJIBDIlB6. a.nd de-
preciAtion. Appropri•.te adjustmente will be
made for eerv10eSproVided to other functions
or onran1za.tlons.
b. In the abaence of the alternatives pro-

vided for in Section A.2.d, the expenseB in-
cluded in th1Bcategory must be allocated to
the major funCtioDIIof the inIItitution under
which the BPODlloredprojects are conducted
on the bailie of the mod11led total coat of
sponsored projects.
c. An appropriate adjustment must be

made to eliminate any dupl1cats ch&rges to
Federal awards when th1s ca.tegory includeB
s1mila.r or identical activities &8 those in-
oluded in the general admiD1lltratlon a.nd
general Bxpenee category or other indirect
(F&A) cost Items, BUchILl! &ccounting, pro-
curement, or perBonnllladml.nJBtration.

8. LibraT1l Ezpensu
a. The expensee under thiB heading are

those that have been incurred for the oper-
ation of tbe library. includ1ng the cost of
books and library materials purchased tor
the library. lees any items of library income
that QUaltfy as •.ppl1cable credits under
1200.406 Appllcable credits. The library ex-
pense category lIbould &1110 include the fringe
benefits applicable to the aaJartes and wages
included therein, an appropriate llba.re of
general adminiBtration and general expense.
operation and maintenance expanse, &lid. de-
preciation. Coste incurred in the purcha.see
of rare books (museum-type boob) with no
value to Federal awa.rdllBhould not be allo-
cated to them.
b. In the absence of the alternatlvee prl>-

vlded for in Section A.ll.d, the expeIUl8Bin-
cluded in this category must be allocated.
firet on the bulB of primary categories of
usere. including students. profees1onal em-
ployees, a.ndother usera.
(1) The student category must cona18t of

mn-tame equivalent student. enrolled at the
institution. regardlBlll!of whether they earn
cre41ts toward a degree or certificate.
(2) The proCees1onal employee category

must coIl8ist of •.11 faculty membe1'6 and
other profeseional employees of the inst1tu-
tiOD, on a full-time equivalent basis. Thls
category may •.Iso include poet-doctorate
fellows and gradua.te student..
(8) The other users category must consist

of a reasonable factor llBdetermined by insti-
tutional records to &CC011lltfor all other
userS of library facUities.
c. Amount allocated in pa.r~ph b of thie

section must be a8lllgned Curther as follows:
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(1) The amount In the student category
must be aas1ened to the 1DstructIon function
01the iDBt1tutlon.
(2) The amount iD the profe8lllonal em-

ployee ca.tegory mUBt be &Il8igned to the
ma.jor funct10ns of the tDBtitUtiODin propor-
tion to the sala.rIea a.nd wa.ges of a.ll fa.culty
membera and other prof~onal employees
a.ppllcable to thoae functions.
(8) The amount in the other usera category

must be a.ssigDed to the other iDBtitutiona.1
a.ctlviti8ll functlon of the iDBtitutIon. .

9. Stu4ent AdmfntstT,"ion alld Senlicu

a.. The expeneea under WI hea41ng a.re
th068 tha.t h&vebeen incurred for the &dm1n-
ietr&tio!l of student &fC&1rsand for services
to students, includ.1ng upenses of such ae-
tIvities ae de&llllof students, a4m1s61onl, reg-
istra.r, counseling a.nd pl&cement services,
student &dv16ers, student he&lth and infir-
ma.ry services, ca.ta.logs, and commence-
mente a.nd convOcatlons. The e&la.riee of
members of the aca.demic sta.ff Wh068respon-
Bib1l1tiesto the institution require &dminis-
tr&tive work tha.t beneftts aponeored projects
ma.y &.lsobe iDeluded to the extent that the
portion charged to student &dm1n1Btr&tlOJIis
detenilined in a.ccord&nce with Subpart E-
Cost Principles of this Part; Th1a expClDBe
category a.lIlo ineludes the fringe benefit
costs a.ppl1ca.bleto the sa.Ia.r1esand wages m-
eluded therein, a.n a,ppropr1&te eha.re of gen-
era.l a.dm1niBtr&tion a.nd general expenses,
opera.tion and ma.1ntena.nce, int.erellt ex-
pense, a.nddIlprec1a.tIon.
b. In the &bsenC6of the a.ltsrn&tlves pro-

vided for in Sectlon A.2.d, the expenses in
thill category mOlt be &lloca.ted to the iD-
struction function, and subllequently to Fed-
eral awa.rdBin that function.

10. Off.et for Indirect (Fcfl:A) E%pen3e' Oth.er-
we Protnded for by the FederaJ Govern-
ment
a. The itemll to be a.ccumulated under thill

he&d1ng a.re the reimbursements a.nd other
pa.yments tram the Federal Government
which a.re m&de to the instltution to support
solely, speolOca.lly, and directly, in whole or
in pa.rt, &DYof the &dm1D1str&tIveor service
a.ctivitles described in subsections 2 through
9.
b. The items in this group must be treated

lIB &credit to the affected individua.l iDdirect
(F&A) cost ca.tegory before tha.t ca.tegory is
&.lloc"ted to beneftttlng functiODS.

O. DRTKlUmiATIONAlID ApPLICATlONOP
INDIRECT (F&A) COST RATE ORRATES

1. Indirect (Frt:A) Cost roou
a. (1) Subject to subsectdon b, the aeparate

categories or indirect (F&A) costs a.llocated
to ea.ch ma.jor functlon of the ln8titution lIB
prescribed in pa.ra.gra.pbB of. this paragra.ph

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

C.1 Identiflcation a.nd ILBBlgnmentof indirect
(F&A) costs, must be aggrsga.ted a.nd treated
a.s & common pool for tha.t function. The
amount in aa.ch pool must be divided by the
distribution baBe described iD subsection 2 to
a.rrive a.t a.BiDgle1nd1l'ect(F&A) cost rate for
ea.ch function.
(2) The ra.te for e&oh function i8 WIed to

distribute Indirect (F&A) coste to iDdividua.l
Federal &wa.rdBof tha.t function. Since a
common pool is Blltabl1Bhedfor each major
function of the iDBtttutton, a. sepa.rate 1Dd1-
rect (F&A) cost ra.te would be eetabl1abed for
ea.ohof the ma.jor functions dBllcr1bedin Sec-
tion A.l under which Federa.l awa.rdBa.re car-
ried out.
(S) E&oh iDBtitution's indirect (F&A) cost

rate prooeea must be appropria.tely delligned
to ensure tha.t Federal sponsors do not iD
any way subeid1ze the 1nd1rect (F&A) COlte of
other eponsors, specifically a.ctiv1ties spon-
sored by indwstry and foreign governmente.
Aocord1ngly, e&ohallocation method WIed to
identifY a.nd aIloca.te the indirect (F&A) cost
pools, 8.8 deecribed in Sect1on8 A.2, Criteria
for d1str1button, and B.2 through B.9. must
conta.1Dths flIll &.mount of the institution's
modified toul COlIts or other appropriate
units of mea.surement used to ma.ke the com-
put&UODB.In &dditton, the fina.l ra.te dis-
tribution base (lIB defined in subeectaon 2) for
ea.ch maJor function (orga.nized reaea.rch. in-
struction, etc .• as described in Section A.I.
Ma.Jor functtons of an iDBtitution) must con-
ta.1Dall the progra.IDIlor acttvltIes which uti-
lize the lnd1rect (F&A) costs "Uoca.ted to
tha.t major function. At the time a.n Indirect
(F&A) cost propoaa.l is submitted to & cog-
nizant agency for 1nd1rect costs, ea.oh insti-
tution mnst describe the proce88 It OIll1l to
enaure tha.t Federal funds a.re not ussd to
Bube1d1se industry and foreign government
funded programs,
b. In some instances a 6ingle ra te ba.818for

WlB a.cross the board on all work within a
m&jor function at a.n institution may not be
appropr1a.te. A Bingle rate for rese&l'ch, for
8XB.mple,might not ta.ke into account thoae
different environmental f&cto1'8 and other
conditions whJch JIl&Yaffect Bubet&Dtially
ths indirect (F&A) costs appl1cable to a.pa.r-
ticular segment of research a.t the institu-
tion. A pa.rticula.r segment of rasea.rch may
be tha.t performed under a. single spoDBored
agreement or it may consist or research
under" group of Federa.l awa.rdBperformed
in a. common environment, The environ-
mental ta.ctora are not l1m1ted to the phys-
ica.l locatlon of the work. Other important
f&ctore a.re the level of the &dm1n1Btr&tlve
support required, the natura of the ta.c1l1tles
or other resources employed, the scientlnc
disciplines or techDica.l sldlls involved, the
organizatlon&.l arrangemente used, or &DY
combiDa.t1on therao!. If a.pa.rt1cular segment
of a sponsored "iI'eement is performed with-
iD a.n environment which &ppea.l'Bto gener&te
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a significantly difCerent level of indirect
(FatA) coste, provlalons sbollld be made for a
separate indirect (J'&A.)COIltpool appUcable
to IUch work. The separate indirect (FkA)
cost pool shollld be developed dll1"1ngthe reg-
lllar C01l1'll8of the rate determination procees
and the separate indirect (F&A.)cost rate re-
sllltlng theretram shollld be utll1ud; pro-
vided It 18determJned that (1) such indirect
(F&A.) cost rate d11fers s1gn1ficantly tram
that which would have been obt&1nedunder
subsection a, and (2) the volume of work to
whtch such rate wollld apply 18material in
ralatdon to other Federal awardll at the Insti-
tution.

Z. T/u Distribution Basis

Indirect (F&A) com must be d18tr1buted to
appUcable Federal awards and other beDe1lt-
tiDg activities within eacb major tlmctlon
(see sect10DA.1, Major functions of an insti-
tution) on the baa1s of mo41t1ed total direct
costs (MTDC). conststlng of all uJaries and
wages, frtJIge benefits, mater1als and sup-
p11811,services, travel, and up to t.he f1rBt
125,000 of each suba.ward (regardlee.s of the
period covered by the subaward). MTDC Is
denned 1D1200.68 Mod1fiedTotal Direct Coat
(MTDC).For th1Bpurpose, an iDdirect (F&A.)
cost rate mould be determined for each of
the separate indirect (F&A) cost pools devel-
oped puraua.nt to subsection 1. The rate 1D
each case shollld be stated as the perceDtage
whicb the amount of the partlclllar IDdirect
(F&A) coat pool 18 of the mod11led total di-
rect costs identtaed with such pool.

3. NegotiaWi Lump Sum for Indirect (Fll:A)
Costs

A negotiated ~ed amount 1D11euof 1Ddi-
reet (FatA) costs may be approprlate for selC-
contained, off-campus, or pr1ma.r1ly IItlbcon-
traoted activities where the btmefits derived
from an Institution'lI indirect (F&A) eerv1cee
cannot be readily determ1ned. Such nego-
tiated 1Ddirect (F&A) costs will be treated as
an offset before allocation to lnstruction, or-
ganized reaea.rch, other sponsored activitiee,
and other iDBtitutional actiVities. The baee
on which such remaining expenses are allo-
cated shollld be appropr1ately adjueted.

4. PredetermJned Rates fOT Indirect (Pll:A) Costs
Public U!.W 8'1-&8 ('16Stat. 43'1) &8 UJIllDded

(U U.8.C. 4'106) author1ze8 the use of pre-
determined rates In determ1ll1ng the "1DdI-
rect c0Bt8" (indirect (F&A) costs) applicable
under research agreemeDts with educational
Institutions. The etated objectlvBBof the law
are to simplify the admiD1stration of coat-
type reeea.rch and development contracte (in-
cluding grants) with educational iDstltu-
ttone, to facilitate the preparation of their
budgets, and to permit .more expeditious
cloeeout of such contracts wben the work is
completed. In view of the potential adva.n-
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t.q'es offered by th1Bprocedure, negotiation
of predetermined rates for 1Dd1rect (F&A)
costs for a period of two to four years should
be the norm in those Bituations where the
coat experlenoe and other pertiDent facti!
avallable are deemed sutnoient to ell&blethe
parties involved to reach a.n 1Dformed judg-
m8JIt as to the probable level of indirect
(F&A) coste dur1Dg tbe ensuing accounting
periods.

5. Negotklted Flre4 /l4tes end CaTT1/-ForwClrd
ProvUions

When a 1'Uedrate is negotiated 1DadV&llce
for a fiBoal year (or other time period), the
over- or under-recovery for that year may be
included &8&ll adjuetment to the 1Ddlrect
(F&A) oost for the next rate negotiation.
When the rate 18negotiated before the carry-
forward adjuetment 18determJned, the carry-
forward amount may be appl1ed to the nut
subsequent rate negotiation. When such ad-
juatments are to be made, each fixed rate ne-
gotiated 1DadV&llcefor a given period wtll be
computed by applying the expected 1Dd1rect
(F&A) COBteallooable to Federal awards for
the forec&8t period pIns or minus the carry-
forward adjustment (OVBr-or under-recovery)
trom the pr10r period, to the forecast d1s-
trlbution base. Unrecovered amounte under
Iump-snm agreements or cost-shari.ng previ-
Bions of prior yea.n must Dot be carrted for-
ward for consideration 1Dthe new r&te nego-
tiation. There must, however, be &lladv&llce
underetandiDg 1Dee.cb case between the in-
IltitUtion &lidthe cogDisa,nt ageBCYfor indi-
rect COIte &8 to whether these differences
wID be conB1dered 1D the rate negotiatioD
rathsr than makiDg the determination after
the differenoes are known. Further, institu-
tions electtng to use th1Bcarry-forward pre-
vlBion may not Bubll8Qoentlychange without
prior approval of the DOgII1za.nt&g8DCYfor
indirect coetB. In the eVBDtthat &IIinstitu-
tion returns \0 a J)08t-determ1ned rate, any
over- or under-recovery duriDg the period in
which negotiated fixed rates and carry-for-
ward prev1Blons were followed will be in-
cluded in the subeequeDt poet-determ1Ded
rates. Where mlllttple rates are used, the
same procedure will be applicable for deter-
m1Dingeach rate.

6. Provisional end Fhuu Rates for Indirect
(FilA) Co&t&

Where the cognizant agency for indirect
coste determtnes that cost experience and
other pertiDent facts do' Dot justify the use
of predetermined ratee, or a fixed rate witb
a carry-forward, or 11 the parties cannot
agree on a.nequitable rate, •. proviBioIlaI rate
must be establlabed. To prevent subBta.JItlal
overpayment or underpa,yment, the provi-
sionalr&te may be a.djUBtedby the cognl.za.nt
agency for Indirect C0Bt8during the Institll-
tlon's fiecal year. Predetermined or fixed
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ra.tes may replace provis10nal ra.tes at any
time prior to the close of the instttutton's
f1scal year. It a prov1Blonal rate is not re-
pla.cedby a predetermined or fixed rate prior
to the end of the inStitution's Dacal year. a
fina.l ra.te will be establlBhed a.nd upward or
downward adjustments wlli be ma.debB8edon
the e.ctual allowable COllteinCurred for the
period Involved.

7. Fized Rates fOf' the Lffe of the Spo'/uOf'ed
AgreeTMflt

Except all provided in pa.ragra.ph (c)(l) of
UOO.414lDd1rect (F&tA)coats. Federal agen-
dee must use the negottated rates. must
paragraph (b)(l) for Indirect (FU) coste in
effect at the time of the lnltlal award
throughout the life of the Federa.l award.
Award levels for Federal awards may not be
adjusted in 1'1lture years lIB a result of
changes in negotlated ra.tes. "Negotiated
rates" per the rate agreement include final.
flxed, a.nd predeterm1ned ra.tee and ezclude
proviBlonaJ rates, "Life" for the purpose of
this subsection means each competitive seg-
ment of •. project. A competitive segment 1s
a period of yeans approved by the Federal
awa.rdiug agency at the time of the Federal
award. It negotlated rate agreements do not
eztend through the We of the Federal award
at the time of the lnltl&l award. then the ne-
gotiated ra.te for the 1m year of the Federal
award must be eztended through the end of
thellfe of the Federal award.
b. Eltcept all provided in IllOO.414indireCt

(F&A)OOBts.when an educatlonaJ ln8tltution
does not have a ner;otlated ra.te with the
Federal Government at the time of an award
(becauae the educational inStitution IIIa new
recipient or the pe.rt188cannot reach agree-
ment on a rate), the prov1S1onalrate UllBi!at
the time of the award must be adjusted once
a rate IIIner;ot1&tedand ApproVedby the cog-
n1za.ntagency for Ini!1rect ooets.

8. Limitation on ReimbltTSeTMflt of
Administrative COlt!

a. Notwlthstandlng the provialODBof sub-
section C.I.a. the admlnllltrative costs
charged to Federal awards awarded or
amendei! (lncludlng contlnuatlon ani! re-
newal awarde) with effective dateB beglnn1ng
on or after the start of the inStitution's first
nllcal year which begins on or a.fter October
1. 1991.must be llmlted to 26% of moll1f1ed
total dlrBct coste (as detined in subsectlon 2)
for the total of General Admlnllltration and
General Bzpenaes, Departmental Admln16-
tratlon, Sponsorei! Projects AdmlnlstrAtlon.
and Student Admlnllltratton and Services
(1ncluding their alloca.ble sharB of i!epreo1a.-
tion. Interest OOBte.operation and mainte-
nance expenses, and fringe benefits costs. &8
provided by Section B, IdentifIcation and as-
signment of Indirect (F&A) coste, and all
other types of ezpenditur8ll not ilated epe-

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

clftcally under one of the Ilubcategoriss of fa.-
cilities in Seot1onB.
b. Institutions should not change thBlr ac-

countlng or colt allocation methods 1f the ef-
fect IIIto ch&ngethe charglng of Aparticular
type of COlltfi'OmF&A to direct, or to reclllB-
elly costs, or Inarease allocations fi'Om the
admiJlistrative pools Identified in JI8ZlIB1'B.Ph
B.l or this Appendix to the other F&A cost,
pools or trlnge benefite. Cognizant agenc1es
tor Indirect cost are authorlzed to allow
ohanges where an lnstltutlon's cha.rglng
pra.ctlces are at variance with acceptable
practices followed by a substa.ntial majority
of other inStitutions.

9. Altemati'Df! Metllod JOT Admtni8trative Cost!

a. Notwithstanding the provlllloDBof sub-
section C.1.a, an lnstitutlon may elect to
clalm a OXed allowance for the "Adm1n1B-
tratlon" portion of indirect (F&A)costs. The
allowance could be Blther ~.% of modlfted
totAl direct coste or a percsntage equal to
95'Y. of the most recently negotiated ftxed or
predetermined ra.te for the oost pools in-
cluded under "AdmlniBtration" as defined In
Bection B.l, whichever III18Il8.Under th1ll al-
ternative. no cost propOBalneed be prepared
for the "AdmlniBtratlon" portion of the indi-
rect (F&A)OOBtrate nor IIIfurther Identifica-
tion or documentation of these coets re-
qulred (see subsection c). Where a negotiated
indirect (F&A) cost &gr6em8llt lnclui!ea this
alternative, an lnstltutton must make no
further chArges for the ezpendlture cat-
egories i!eBCribedIn Section B.li, Qenera.l ad-
mln1stration and general ezpenses, Sectlon
B.e, Departmental admln18tratlon expenses.
Section B.7, BJlODlIOl'edprojects a.dmtn1stra-
taon, and Section B.9. Student a.dmtn1Btra-
tion and services.
b. In negot1a.tloDBof ra.tea for subsequent

perlodB, an. lnstltution that ha.Belected the
option of subseCtIon a may continue to exer-
clse It at the same ra.te without 1'urt.herIi!en-
tlfica.tlon or docwnentatlon of costs.
c. If an institution slecte to accept a

threBbold rate as deftned in subsection A of
this section. It Is not reqn1red to psrform a
deta1led analyB1Bof ita admln1stratlve C06ts.
However. in order to compute the tac111tlee
components of Its Ini!1reot (F&A} cost rate.
the inStitution must reconcile its indirect
(F&A) oost proposal to Its ftnanc1&l st&te-
mente and make appropriate a.djuatments
and reclIlBBificatloDBto IdentUy ths costs of
each major function as detlned in Bsction
A.l, as well as to identUy and allooa.te the fa-
cilities componente. Admlnllltrative coate
that are not identl1led as such by the lnstl-
tutlon'8 accounting system (sucb as those in-
curred In aCAdemiCdepartments) w1ll be
clasal.flei! as instructional OOBtsfor purposes
of reconciling ini!1rect (FU) cost propos&ls
to financial ststements and allooa.tmg facUl-
ties costs.
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10. Individ..al Rate Compcme11ts

In order to provide mutually ll€1"eed·upon
information for management purposee, each
indirect (F&A.) cost rate negotiation or de-
termination must include development of a
rate for each indirect (FltA) coet pool as well
as the overall1nd1rect (F&A) caet rate.

11. Negotiation and AJlPToval of lndtrect (FttA)
Rate

a. Cognizant agency for indireot costs Is
deflned in Subpa.rt A-Acronyms and Defin1-
tiODB.
(1) Cost negot1&tion cognizance lBa.seigned

to the Department of Health and Human
Services (HBS) or the Department of De-
Iel1lle's CMoe of Nav&.!.Reaaarch (DOD), nor-
mally depending on "blch of the two agen-
cies (BBS or DOD) provides more tlmds to
the educational 1nst1tution for tile most re-
cent three years. Information on flmding
must be derived from relevant data gathered
by the National Science Foundation. In cases
where neither BRS nor DOD provides Fed-
eral funding to an educational institution.
the cogn1.za.nt agency for indirect OOllts&II-
Bignment must default to DBS. Notwith-
standing the method for cognizance deter-
mination desor1bed in tb1s notion, other a.r-
ra.ngements for cogn1sance of a pa.rt1cula.r
educational institution may alBo be based in
part on the types of resBa.rch performed at
the educational 1nst1tutlon and must be de-
cided based on mutual agreement between
BB8 and DOD. Where a non·Federal entity
onlY receives funds &8 a subreclplent, 1200.831
Requirements for pase-through entities.
(3) Arter cogn1zance lBeetabl1shed, it must

continue for a Dve-year period.
b. Aoceptance of rates. See 1200.414 Indi-

rect (F&A) costs.
c. Correcting deficiencies. The cognizant

agency for indirect coste must negotiate
changes needed to correct ayatema deft-
ciencies relating to accountabiUty for Fed-
eral awa.rds. Cocn1za.nt &«encl811for indirect
coste must, addrllll6 the concerns of otller ~-
fected &«encies, 1/08 appropriate. and mm ne-
gotiate special rates for Federal &«encles
that are reQ.ulred to l1m1t recovery of indi-
rect costs by statute.
d. Resolving Q.uestioned costs. The cog-

nizant &«ency for indirect costs must con-
duct any necessary negotlatlons with an edu-
cationallDBtltution regarding amounte Q.ues-
tloned by audit that are due the Federal
Government related to costs covered by a ne-
gotiated &greement.
e. Reimbursement.. Re1mburaement to cog-

n1za.nt agencies for indirect coste for work
performed under this Part may be made by
reimbunement bllJ1ng under the Economy
Act, 31U.S.C. 1535.
f. Procedure Cor establlsbiDg facilities and

admlnlatratlve rates must be established by
one of the Collowlngmethods:

pt. 200, App. III

(1) Formal negotiation. The cogniu.nt
agency Cor IDdJrect costs is responsible for
negotlat1ng and approving rates for lUl edu-
cational institution on behalf of all Federal
&«encies. Federal awarding agencies that do
not have cognizance for indirect oeste. must
notifY the oognlaant &«ency for indirect.
costa of specific ConOBrDS(i.e., a need to es-
tablish special caet rates) 'lI'blch could affect
the negotiation Jll'Ooess.The cognizant agen-
cy for indirect costs must addrees the con-
cerns of all interested agencies. &8 appro-
priate. A pre-negotiation conference may be
BCbeduled among all Interested agencies. if
neceasary. The cogn1zant agency for indirect
costs must then a.rra.nge a negotiation con-
ference with the educationaj institution.
(2) Other than formaJ negotlatlon. The cog-

nizant &gency for indirect coste and edu-
cationallDBtltution may reach an agreement
on rates without a. forma,l negotiation con-
ference; Cor example, through correspond·
ence or use of the slmplltled method de-
scribed In this section D of this Appendtx.
g. Formallzing determinations and agree-

ments. The cogn1zant agency for ind1rect
coete must formalize all determinations or
&«r8emente reached with an educational in-
stitution and provide copies to other agen-
cies having an Interest. Determ1D&tlons
should include a deacriptlon of any adjust·
menta. the actual amount, both dollar and
percentage adjusted. anel.the reuon for mak-
ing adjustments.
h. DlBputes and d1a&«reements. Where the

cognizant agency for indirect costa Is unable
to rea.oh &«reement with an educational in-
stitution with regard to rates or audit reeo-
lutton, the appeal system of the cogn1za.nt
agency for indirect oosts must be followed
Corresolution of the disagreement.

'12. StandaTd Formo.t for Submission

For facilities and a.dmln16tratlve (indirect
(F&A.» rata propoeaJ.s, educational institu-
tions must Wl8 the Btanda.rd format. shown
in section E or tb1s apPBndtx. to submit their
indirect (F&A) rate proposal to the cog-
ntr.a.nt agency Cor Indlrect coets. The cog-
ntr.a.nt &«enoy Cor indirect COlltsmay, on &II
iDBtltution-by-1nStltution baals, grant excep-
tions floomall or portions of Pa.rt IT of the
standa.rd format requirement. ThlB require-
ment does not apply to educational Institu-
tions that use the 8implltled method for cal-
culating indirect (FltA) rates, &8deecribed in
Section D of this Appendix.
As provided in section C.IO of this appen·

dix, each F&A cost rate n8gotlatlon or deter-
m1n&t1onmust include development of •. rate
for each F&A cost pool as well &8 the overall
F&A rate.
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D. SIMPLIJ'IKD METHOD FOR SMALL
INB'l'lTUTIONS

1. Genera.l

a..Wbere the total direct cost of work cov-
ered by this Part a.t an 1n8titutlon dOll8not
ellceed 110 m1ll1on in a fl8cal year, the sIm-
plified procedure deacrlbed in IUbeeCtiOns 2
or S may be used in determ1n1Dg allowable
1D41rect (F&A) COItI. Under this simplified
procedure, the IDst1tution's most recent an-
DIal tlnaDcial report and 1mmediately &van-
able support1ng information must be utilised
as a bas18Cordeterminillg the indireot (F&A)
cost rate applioable to all Federa.J. awarda.
The ln8titution may USB Bither the eala.ries
a.nd WB«Ba(see Bubeection 2} or mod1f1ed
total direct coati (see subsection S) as the
distribution ba.81s.
b. The simplified procedure sbould not be

need wbere it producee reeults which a.ppear
Inequitable to the Federal Government or
the institution. In a.ny BUchcase, Indirect
(F&A) costs ebould be determlned U1rougb
nee of the regu1a.r procedure.

2. SImplified PTocedure-Salanu and Wages
Base

a. EBtabl1eb the total amount of eala.riee
a.ndWB«e8pa.1dto all employeee of the inBtI-
tution.
b. Establ18b an indirect (JI'&A)cost pool

consisting of the Bllpenditures (811clUBtveoC
capital items a.nd. other coats apec111ca.lly
identified &8unallowa.ble) which cuatomarlly
a.re cl&B81fiedunder the rollowing titles or
their equivalents:
(1) General admln1stration a.nd genera.! ell-

peDllll8(ellclUBtveor costa or lltudent admln1B-
tration U1d servloes, student actiVitiee. stu-
dent ald, and llCbola.reb1ps).
(2) Operat1on and maintenance or physical

pla.nt a.nd deprecation (a1'l.erappropr1a.te a.d-
justment for coBt6 applicable to other In8ti-
tutiona.l actlVit1B1l).
(3) Llbra.ry.
(4) Department a.dm1n18tration ellp8n8eB,

which will I;lecomputed &820 percent of the
salaries and ellpeDlles of de8.DBa.nd beads or
departments.
In those cases where expenditures cla.es1-

fled under subsection (1) ha.ve preViously
been a.llOC&tedto other 1n8titutional a.ctiVi-
ties. they ma.y be Included In the indirect
(F&A) cost pool. The totsJ. amount oC sala.-
ries and wB«es included in the indirect (F&A)
cost pool must be aeparately ident1f1ed.
c. EBtabllab a es.J.aryand wage d18tribution

base, determined by deducting from tbe total
of salaries and WB«es Il.Il establlebed In sub-
sectdon a from the amount of es.J.arles and
wages included under subsection b.
d. Bstabl1Sh the indirect (F&A) cost rate,

determined by dividing the amount In the in-
direct (F&A) coat pool, Bubsection b, by the

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

amount of the distribution base, subsection
c.
e. Apply the indirect (F&A) cost rate to di-

rect es.J.arles a.nd wagee for individusJ. &«reB-
mente to determine the amount of indirect
(F&A) costs a.llooable to such agreementa.

3. SPnpllfied PTocedure-Modifl&f. Total Direct
CoBtBose

a..EstabliSh the total costs Incurred by the
1natitution for tbe ba.8eperiod.
b. Establ1sh a.n indirect (F&A) cost pool

conststing of the ellp8nd1tnras (ellcluslve of
capital items and other costa speciflcally
identified IUlunallowable) which customarily
are cla.es1ned under the following titles or
their equivalents:
(1) General adm1n1stration and general ell-

pe1l8ee(llllciumve of coste of student a.dm1nls-
tration and eervtces, Itudent actiVitiae. stu-
dent IUd,and scbolareb1pe).
(2) Operation and maintenance of physical

plant and deprecla.tlon (after a.ppropria.te a.d-
justment ror costa applicable to otber Insti-
tutional activities).
(3) Llbrary.
(.) Department a.dm1n1stratlon 8llp8nsee.

which wID be computed a.e 20 percent of the
wart •• a.nd IIllp8D.Ie8or dea.ns and beade of
departments. In those C88Il8wbere expendi-
tures ol&8s1f1edunder subseotiDn (1) bave
previously been allocated to other lnet1tu-
tional actiVit! •• , they ma.y be included in the
Indirect (F&A) cost pool. The mod111edtotal
direct costa a.mount included in the Indirect
(F&A) cost pool must be separately identi-
fied.
c. lillltabl1eb a modlfted total direct COlt

distribution b&ee, as defined in Section C.2.
The distribution ba.s1s, tbat cons1Bte of all
institution '8 direct runctions.
d. Establlab tbe indirect (F&A) coat rate.

determined by diViding the amount in tbe in-
direct (F&A) cost pool, Bub8ection b, by the
amount of the dl8tribution ba.ae, subsection
c.
e. Apply the Indirect (F&A) cost rate to

!.bemod1f1ed total direct coste ror individusJ.
agreements to determine tbe amount or indi-
rect (F&A) costs allocable to such agree-
ments.

E. DOOUlI4ENTATlONREQU1RJ1MBNT8

The eta.nda.rd format for documentation re-
quirements Corindirect (indirect (F&A» ra.te
propoaala for cla.1.m1Dgcoats under the reg-
ular method 18 a.vaUable on tbe OMB Web
site here: http://www.whitehowe.govlombl
l/TalIts ..J0TTIl$.

F. CERTIFICA TlON

1. Certification of C1w.rge3

To aseure tbat expenditures for FedersJ.
a.wards are proper and in accordance with
tbe agreement documents and approved
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project budgeU!, the ann1lll.land/or flnal fil!-
cal reportl! or vouchel'll request1ng payment
under the agreemenU! will Include a cert11l-
cation, lligned by an author1Jsed omc1al of
the university, which reads "By B1gn1Dgthis
report. I certify to the beet of my knowledge
and belief that the report 111true, complete.
and &cc111'll.te,and the expenditures, 41eburse-
ments and cash receipts are for the purposee
and intent set forth in the award documents.
I am aware that &DY talse, fictitious. or
fraudulent information, or the om18e1onof
any mater1al fact, may subject me to cr1m1-
nal, civil or &dm1D.1atr&tivepenalties for
fraud, talee .tatemente, talle claims or otn-
erwiBe. (U.S. Code, Title 18, Section 1001 and
Title 31, Sections S'l2!Hl'l'33 and 3801-3812)".

2. Certification ollnd.iTect (F&A) cosu
a. Policy. CogD1za.ntagenclee must not ac-

cept a proJlOlled Indireot 00B1; rate unless
such coate bave been certified by the edn-
catlonal 1nBtltution us1Dgthe Certttl.cate of
indirect (F&A) C08U!set forth In subsect10n
F .2.c
b. The oert1f1cate must be signed on behalf

or the institution by the chief finAncial om-
"cer or an lndivldual designated by an lndt-
vidual at a level no lower than vice president
or chief flnancial (lmcer.
An lnd1rect (F&.A)ocst rate Is not binding

upon the Federal Government if the most re-
cent required propOB&lfrom the 1nBtitution
has not been certif1ed. Where It is necessary
to establiah indirect (F&A) cost rates, and
the institution baB not Buhm1tted a certified
propoB&lCor establ1ah1ng BUchrates In ac-
oordance with the requlremants of this lIec-
tton, tbe Federal Govermnent must DDilater-
ally establiah such rates. Such rates may be
baaed upon audited h1storlcal data or such
other data that have been !urnlahed to the
cognizant agency for indirect costs and for
which it C8.Il be demonstr&ted that all unal-
lowa.blecoats have been excluded. When lndi-
reot (F&A) cost rates are l1D1l&terallyeetab-
liBhedby the Federal Government becat1lleof
!&1lureot the inIltitution to submit a cer-
t1f1edpropoB&lfor establ1ah1ng 8uch rates in
acoordance with th1lI section, the rates 88-
ta.bUllhedwill be aet at a level low enough to
ensure that potentially unallowable costs
will not be reimbursed.
c. Cet"ti/iCatB. The oertiQeate requlred by

this section must be in the followtDg form:

CBRTIFlCATll OF INDIRECT(F&A) COSTS

This ill to certify that to the best of my
knowledge and belief:
(1) I have reviewed the indirect (F&A) cost

propoaal subm1tted herewith;
(2)All coste included in this propoaal [Iden-

tifY de.te] to establ1llh bIDing or flnal indi-
rect (F&A) COBta; rate tor [Identity period
oovered by rats] are allowabls In accordance
with the requlrements of the Federal agree-

pt. 200, App. IV

ment(a) to which they apply and with the
coat principles applicable to those agree-
ments. "
(3)Th1Bproposal does not lnclude any costs

which are unallowable under applicable coet
principles such &8 (without limlta.t1on): pub-
110relatiollll COllts,contributlDl1ll and dona-
tions, enterta1nmant coats. flnllll and pen-
alties, lobbytng coets, and cJetenee of fraud
proceedinp; and
(4) All coats included In th1BpropOB&lare

properly allocable to Federal agreements on
"the buill of a beneficial or cauB&lrelation-
ship between the BllpeD8BlllDcnnsd and the
agreements to which they a.re allocated In
accordance with Lpplicable requirements.
I declare that t.l:Iefore~o1ng is true and cor-
rect.

Institutlon of Higher Educatlon:
Bignature: _
Name of Official:
Title:
Date of Execution:
['78 FR '8608. Dec. 26, 2013, as amsnded at 79
FR '5888, Dec. 19, 2014]

APPENDIX IV TO PART 200-INDIRECT
(F&A) COSTS IDENTIFlCATION AlfD
A8SIGNMENT;AND RATE DBTBRMINA-
TION FOR NONPROFIT ORGAlfIZA-
TIONS

A.GENERAL
1. Indirect COBU!are those that bave been

Incurred for common or joint objeCtives and
cannot be read1ly Identitl.ed with a par-
ticular f1nal cost objective. Direct coat of
minor amounts may be treated &IIindirect
ocsts under the conditions descrlbed In
1200.413 Direct coats paragraph (d) of th1B
Part .. Alter direct costs have been deter-
mined aDd &II81gneddirectly to awarda or
other work LS appropriate, lDdirect coate are
those remaining to be allocated to benefit-
ting ooat object1ves. A coat may not be allo-
cated to a Federal award LS an indirect coat
if any other coat inourred tor the SLme pur-
pose. in 11ke c1rcumatances, baB been as-
signed to a Fede"ralaward &8 a direct cost.
"Major nonprofit oIlran1za.tiOIlJl"are de-

flned.ln 1200.414 Ind1rect (F&A) coste. See in-
direct cost rate reporting requirements In
seotions B.2.e and B.3.g of thlB Appendix.

B. ALLOCATION OF INDIRECT COSTS AND
DETEll.MINATION OF INDIRECT COST RATB8

1. Gennal

a. If a nonprofit oIlran1Ba.tionhaa only one
major function, or where all ita major rune-
tiOIl1lbenetit from its indirect ooste to ap-
proximately the earne degree, the allocation
of ind1rect coete and the computation of an
indirect cost rate may be accompl1llhed
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through simplified allocation procedare8, Ul
descr1bedIn section B.2 of tb1s Appendix.
b. If an organization ba.Il several major

functione whiob benefit from its !Dd1rect
coats in varying degreea, allocation of indi-
rect costs ma.y require the accumulation of
BQob costs into separate cost groQpings
which then are allocated Indtvidllally to ben-
efitting fllDCtiODllby me&Dllof a base whiob
best measQreS the relative degree of beneflt.
The 1JIdjrect oosts allocated to each function
are then d1striboted to individual Federal
awardll aDd other aotivities Inoluded in that
fllOOtionby me&Dllof &Dindirect coet rate(II).
c, The determination of what CODlltitutes

an organization's major funotloDII w1ll de-
pend on Its purpose In being; the types of
services it renders to the publio, its cllentll,
and its members; &Ddthe amount of effort It
devotes to SQob activities as flmdra1eing,
PQblic Information and memberabip activi-
ties.
d. spec1f1Cmethods for allocating indirect

costa and computing indireot oost rates
along with tbe conditions under whiob each
method should be used are deecr1bed in see-
non B.2 throllgh B.liof tb1s Appendix.
e. The base period for the allocation of in-

direct costs is the period In wblch IRlchOOBta
are Inourred and accumulated for allocation
to work performed in that period. The base
period normally abould coincide ,,"th the or-
gantu.tion'S f1acal year but, in any event,
must be so selected as to avoid inequities in
the alloca.tion of the ccste.

2. Simplified Allocatitm Method

a. Where an orga.nization's major functions
benent fi'om Its indirect OOBtsto a.pproxi-
mately the ll&IIledegree. the allocation of in-
direct oosts ma.y be accomp11abedby (i) Bepa-
rating the organtzatlon's total oosts for the
ba.Beperiod Ul either direct or indirect, and
(U) div1d1ng the total allowable Indirect
costs (net of a.pplica.ble cred1ts) by an equi-
table d1stribution base. The result of tb1s
process is &Dindirect cost rate whiob i8 ueed
to distribute incUrect costs to Individual
Federal awarde. The rate abould be expreesed
a.a the percentage wblob the total amount of
allowable indirect coste bears to the base ae-
lected. Tb1s method should also be ueed
where an orga.n1za.tionha.Boniy one major
function enoompaasing a number of indi·
vidual projecte or activities, and may be
used wbere the level of Federal awarde to an
organization is rela.ti vely small.
b. Both the direct costs and the indirect

coste must exclude capital expeDditures and
unallowable coets. However, QDa.llowable
coats which represent activities must be ta-
cluded in the direct costs under the condl-
tions described in 1200.413Direct costs, para-
graph (e) of tb1s Pa.rt.
c. The diatributlon base may be total di-

rect ooats (excluding ca.pital expenditures
and other distorting Items, such ae sub-

2 CfR Ch. H(1-1-15 EcIIIon)

awarda for 525,000Dr more), direct eala.ries
&Ddwages, or other base wblch reeults in an
equitable distribution. The d1atribution base
must a:clQde participant support coats a.ade-
fined in 1200.76Pa.rticipa.nt 8Upport coste.
d, Except where a specia.l rate(s) is re-

quired in accordance with aection B.6 of thIS
Appendix, the indirect cost ra.te developed
under the •.bove principles is applicable to
aU Federal awardB of the organisation. If a
epecial ra.te(s) is required, appropl'iate modi-
fioattOJUlmUllt be made in order to develop
the 8p8ci&lrate(s).
e. For an orga.nizatlon that receives more

than 110million in Federal flmding of direct
costs in a ttscal year, a brea.koQt of the indi-
ract cost component into two broa.d ca.t-
egoriBB,Fa.cil1ties and Administration as de-
fined in aection A.S of tb1s AppendiI, is reo
qll1rec1.The rate in each oa.aemust be stated
a.a the percentage wblob the amount of the
particular Indirect oost category (i.e., Fa.ciU-
ties DrAdm!D1Btration)111of the distribution
base identlfled with that category.

J. Multiple Allocation Base Method

a. General. Where an orga.nizatlon's indi-
rect ccets benefit its major funCtiODll in
varying degrees, indirect costa must be sccu-
mulated into separate cost grou~, as de·
ecr1bed in subparagraph b. Each grouping
must then be allooa.ted individllally to bene-
fitting functioDll by mea.nl of a ba.ae wblch
best measures the relative benefits. The de-
fault allocation bases by cost pool a.re de-
acrlbed in aection B.B.cof tb1s Appendix.
b. IdentUlcation of tnd1rect costs. Cost

grouptnp must be est.a.bltBhedso as to per.
mit the allocation of each grouping on the
basis of beneflts provided to the major func-
tlODll.Each grouping must coDlltftute a pool
of expeDllBBthat are of like character in
terms of functions they benefit and in terms
of the alloca.tlon ba.IIewhiob beet mea811ree
the relative benef1ts provided to each rune-
tlon. Tbe CJ'Ol1pingsare cl&l!811ledwitb1n the
two broad categories: "Facilities" and "Ad-
m1nilltra.tiOD,"&8deacr1bed in aectiODA.a of
tb1s Appendix. The indirect cost poola are de-
fined as follows:
(1) Depreciation. The expenses under tb1B

heading are the portion of the oosts of the
organization's bulld1nge, capital Improve-
ments to land a.nd buUdings, a.nd equipment
wblob are oompotecl in accordLuce with
f 200.496Deprecla.tion.
(2) Interest. Interest on debt aBllOciated

with certain buildings. equipment and cap.
ital improvements are computed in acoord-
ance with 1200.449Interest.
(3) Operation and maintenance expell88s.

The expenses under tb1s heading are those
that have been incurred for the adminilStra·
tion, operation, maintenance, preservation,
and prot.ection of the organization's physical
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plant. They include expenses nonnally in-
curred tor suoh Items u: janitorial and utU-
Ity I18rvices;repairs and ord1llary or normal
alterations of bulld.1nga,1'I1nl1ture8.Jldequip-
ment; care of grounds; mamtenance and op-
eration of buUdlngs and other plant fac1li-
ties; l18ourtty; earthquake and d1slUlter pre-
pa.rednesa; environmental eafety; haza.rdous
waste dlspoB&1;property, l1&bWtyand other
mllUJ'&DC8rela.t1Dg to property; space and
capital leaemg; fac1l1ty planning and man-
agement; and central receiving. The oper-
ation and ma1nteIl&llC8tmpenaea category
must also include its allocable Bha.re oC
friDge benefit costa, depreCiation. and inter-
eet costA!.

(4) General admi1llBtra.tion and general ex-
penses. The upenses under tll18 heading are
those that have been 1IIcurredfor the overall
general executive and admin1stratlve officee
ot the organiza,tion and other expenses oCa.
general nature which do not rela.te solely to
any major function of the organization. Th18
category must &leo 1nclude ItA! allocable
share oC flinge benent coate, operation and
ma1ntenance expense, depreciation, and 111-
tereat OOBts.ExlLmples of thiB category In-
clude central offic8ll, sunh &8the director's
office, the office of finance. busin8ll8 serv-
Ices, budget and p1a.nn1ng,pereonnel, wety
and r18k management, general counsel, man-
agement Infonnation systems, and l1brary
costs.

In developing th1B coet pool, special care
should be exerolBed to ensure that costs in-
curred for the lIlIme purpose In like cir-
cumstances are treated consietently u ei-
ther direct or 1IIdirect OOlIte.For example,
eaJaries of technical ste.tr, project supplJea,
project publication. telephone toll clIa.rges,
computer costs, travel coate, andapecl.&l1zed
IlOrvic8Scoete muet be treated all direct coate
wherever Identtnable to a particular pro-
gram. The &&l&riesand wages oCadmi1I1stra-
tive and pooled clertcal staff should nor-
mally be treated as Indirect ooste. Direct
charging of these costs may be appropriate
&8described m f300.W Direct ooete. Items
such &s office suppl1es, P08t&p. local tele-
phone ccete, periodicals and memberBh1ps
should normally be treated as indirect costs.

c. Allocation b&aes. Actual oonditlons
muet be taken Into account In selecting the
base to be 11SedIn allocating the axpen88Sin
each grouping to benefitting fDDotions. The
Il88el1tialconsideration 111selecting a method
or a base Is that It 18the one best sutted for
aesigning the pool of coste to cost objectives
in a.ccordance with benefits derived; a trace-
able cause and effect relatioDl!h1p; or logic
and reason, where neither the cause nor the
effect of the relationship is determinable.
When an allocation can be made by &8ll1gn-
ment of a cost groUJllngdirectly to the func-
tion benentted, the allocation must be made
In that manner. When the expenses In a COBt
grouping are more general in nature, the al-
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location must be made through the use of a
selected base which produces reaults that are
equltable to both the Federal Government
aDd the organization. The d18trlbutlon most
be made In aocordanoe with the bases de-
scribed herein unless It can be demonstrated
that the use of a d1fferent ba.eewould ruult
In a more equitable allocation of the coste,
or that a more read1Iy av&lla.blebase would
not increase the coste charged to Federal
awuda. The result.ll of llpec1al cost studies
(such as an engJneer1ng utility study) must
not be used to determine and allocate the In-
d1reot coets to Federal awards.

(1) DepreCiation. Deprecta.tlon expenses
must be allocated in the following manner:

(a) Depreciation on buUd1nga used exclu-
sively in the conduct oi a single function,
and on capital Improvements and equlpment
used in such buildings. must be aes1gned to
that function.

(b) Deprecta.tion on buUdiIlgllUlledfor more
than one funotlon, and on capital Improve-
mente and equipment UII8dIn such bu1ld1ngs,
must be allooated to the individual functions
performed 111each building on the be.eis of
UB&blesquare reet of space, excludiDg com-
mon areas, lluch as hallways, stairwellS, and
fssUooma.

(c) DepreCiation on bulld1.ngB,capital im-
provements and equipment related apace
(e.g., 1IIdlvidual roome, and . laboratories)
used jointly by more than one fuDction (as
detennlned by the IIIl81'Il of the apace) must
be treated as folloWll.The coet of each joint-
ly used unit of space must be allooated to
the beneOttlng functions on the bas18of:

(I) the employees and other ueerBon a full-
time equivalent (FTE) bas18 or ea1a.rieeand
wages of thOIl8Individual functions benel1t-
tlng from the use of that space; or

(11) organisation-wide employee FTEe or
ea1a.riesand wagea applicable to the benent-
ting functions or the organization.

(d) Depreciation on cert&1n capital im-
provements to land, BUchU paved parkiDg
&l'eU, Cences,sidewa1k!l. and the like, not in-
cluded in the coet oCbuUdlngs, muet be allo-
cated to user categories on a FTE ba.sie and
distributed to major functions In proportion
to the u.laries and wages of all employeee
applicable to the functions.

(2) Interest. Interest costs must be allo-
cated 111the same manner Ill! the deprecia-
tion on the buUdlnga, equlpment and capital
equlpment to which the Intereat relates.

(3) Operation and mamtenADce expsnees.
Operation and ma.intenAD08 expenses must
be allocated 111the earne manner u the de-
preciation.

(4) General admi1IlBtration and general ex-
penses. General administration and general
expenses muat be allocated to benefitting
functloDs balled on modified total coste
(MTC).The MTC 1.8the modlned total direct
costs (MTDC), as deecrlbed in Subpart A-
Acronyms and DeOnitions of Part 200, plus
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the allocated Indirect cost proportion. The
expenaes Included In tb1s category could be
grouped first according to major fuDctiona of
the organisation to which they render serv-
Ices or provide benefits. The aggregate ex-
penaes of each group must then be allOO&ted
to benetitt.1ng functions balled on MTC.
d. Order of distribution.
(1) Indirect cost categories coJlll1sting of

depreciation, Interest, operation and maJ.nte-
nance. a.nd general adm1n16tration and ren-
eral exp8Jl1181lmust be allocated In that order
to the rema1n1ng indirect coat categories &8
well a.eto the major flInct10D8of the orga.n1-
mtion. Other cost categories mould be allo-
CAtedIn the order determined to be most ap-
propria.te by tbe organtsation. TblB order of
allocation does not apply U Cl'OIlIlallocation
of coate is made a.eprovided in section B.3.d.2
of this Appendix.
(2)Normally, an indirect coot category will

be coneidered cloeBd once It bas been allo-
cated to other coet objectives, and coetB
must not be subsequently allocated to it.
However, 8. CJ'OBBallocation 01coste between
two or more Indirect coate categories could
be UB8dif Sllah allocation w1ll result In a
more eqllitable allocation of coste. If a CJ'OBB
allOCAtionIs Ileed, an appropriate modifica-
tion to the composition of the indirect coat
categories is reql11r8d.
e. Application of Indirect cost rate or

ratee. Except where a spec1&lindirect cost
rate(e) is req1lired in a.ccorda.Doewith 88Otion
B.5 01 t.hie Appendix, the 88p&rate groupings
of 1ndi.rect coate allocated to each major
fl1llctionmust be aggrtlll'&teda.ndtree.ted &6a
common pool for that function. The C08te In
the common pool moat then be diatribl1ted to
individual Federal awards Included In that
fuDctlon by use of a e1nrle indirect cost rate.
f. Distribution bulB. Ind1rect coate must

be diatributed to applicable Federal awarde
and other benetltt1ng activities within each
major function on the ba.eiBof MTDC (see
definition In 1200.68 Modified Total Direct
Cost (MTDC)of Part llOO.
g. Individual Rate Components. An indi-

rect cost rate must be determined for each
separate Indirect coat pool developed. The
rate In ea.ch case must be stated &8 the per-
centage which the amount of the particulAr
Indirect coat pool 18of the diatribution base
identifled with that pool. Each Indirect cost
rate negotiation or det.erm1na.tlonagreement
mUllt include development of tbe rate for
eacb ln41rect cost pool &8well &8the overall
indirect cost. rate. The indirect ooat pools
must be claasified within two broad oat-
egorle.: "Facilities" and "Administration,"
&8described in section A.3 of thi6 Appendix.

4. DiTect AlIoC4tlO'll Method

a. Bome nonprofit orga.niza.tioIl8treat. all
coati! lI.6direct coati! e~cept general adminis-
tration a.nd general e%p8DBIlll.These organi-
mtioIl8 generally sepa.rate tbelr coate into

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

three baIlic categories: (i) General &dm1n1S-
tration and general expeneee, (11) fund-
ra1B1ng,and (iU) other direct fI1llctions (in-
cluding projecte performed under Federal
awards). Joint coste, wch &S depreciation,
rental coste, operation and maintenance of
tac1litiea, telsphone expenB88,aDd the 11ke
are prorated individually a.e direct oosts to
each category aDd to each Federal award or
other activity U81nga ba.eemost appropriAte
to the particular coat being prorated..
b. TblBmethod is aooept&ble,provided each

joint coat is prorated U81nga bus which ac-
C1l1'&telymeasuree the beneftte provided to
each Federal award or other activity. The
b&ll8llmust be established In accordance with
re&IlOIUl.bJecriteria, and be BUpportedby cur-
rent data. This metbod is compatible with
the StaDdards of Accounting and Financial
Reporting for Voluntary Health and Welfare
OrganIzationa iBBuedjointly by tbe National
HIlalth Councll, Ine., tbe National A8Bembly
of Voluntary Health and Soc1&lWelfare Or-
ga.n1z&tiona,aDd the United Way of Amer1oa.
c. Under t.hie metbod, 1nd1rect costs con-

sist exclusively of general administration
and general expenaee. In all other resP8C~,
the organj,zation'. Indirect cost rates must
be computed in the same manner &8that de-
scribed In II8CtlonB.2 SimplU1ed allocation
metbod of this Appendix.

5. Special Indirect Con Rates
In some inetaDces, a single Indirect coat

rate for all acti vities of an orga.niza.tion or
for each major function of the organisation
may not be appropriate, since 1t would not
take Into &OOOUDtth088 dUferent factors
which may llubstaDtially atrect the indirect
coste applicable to a particular segment of
work. For this purpose, a plirticulAr 88lIIIlent
ot work may be that performed under a sin-
gle Federal award or It may coneist of work
under a group of Federal •.warde performed
in a common envIrOnment. These factors
ma.y include the physical locat1on of the
work, the level of adm1n1etraUve support re-
quired, the natDre of the facilities or other
resources employed. the BC1ent1t1cd1Bciplines
or technical ek111BInvolved, the orgamza...
tlonal &n'&1lgement&used, or any comblDa.-
tion thereof. When a particulAr segment of
work 18performed In an environment which
appears to generate a Bill1lificantly dUferent
level of Indirect coste, prov1a10Dllmould be
made for a separate indirect cost pool appli-
cable to Buoh work. The separate Indirect
cost pool should be developed during the
oourse of the regular allocation proceee, a.nd
the &ep&rate indirect COBtrate resul t1ng
therefrom should be used, provided it 18de-
termined that (1) the rate differs a1gn11'1-
cantiy from that which would have been ob-
tained under BectioDllB-2, B.a, and B.4 of this
Appendix. and (11) the volume of work to
which the rate would apply is material.
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C. Nl!lGOTIATJON AND APPRoVALOF lNDIRIlCT
COST RA'J'&S

1. Definitions

As used lD this section, the folloWing terms
have the meaDings set forth m this section:
a. Cognizant OOerlC1l for indirect costs me&IlB

the Federal agency responsible tor negoti-
atiDe and apJ)rOv1DgIndirect cost ratee ror a
DODprofitorg&.DlzationODbehalf DC all Fed-
eral ageDo1ea.
b. PTedeterm1ned rate m88.llBan lDdirect coet

rate, applica.ble to a speo1fled current or fu-
ture period, uBU&11y the OrganizatiOD's fiacal
year. The rate is baaed ODan estimate or the
COlts to be lDcurred durlDg the period. A pre-
determlDed rate is not subject to adjust-
ment,
c. Fixed TClte mll&ll8&IlIndirect cost rate

which ba8 the lB&IIlecharacteristlc8 lUIa pre-
determlDed rate, exoept that the difference
betweeD the e8timated coats and the actual
OOlItsof the period covered by the rate is car-
ried forward as m adjWltment to the rate
computatioD of a sub88Quent period.
d. 1";'141 rate m88.llBan lDdirect cost rate

applicable to a specified pe.st period which is
based on the actual cOBtBof the period. A
f!J1a1 rate is Dot subject to adjustmeDt.
e. PTovIft01lal rate or blUing Tate means a

temporary 1nd1rect coat rate applicable to a
specified periDdwhich Is used Corfunding, In-
terim reimbursement. and reportlDg lDdirect
coets on Federal awards peDdiDg the sstab-
l.1ahmeDtof a final rate for the period.
f. Indirect cost J1Topoml meaDll the docu-

mentatloD prepared by an organtzatioD to
8ubllt.a.Dt1&teIts claim for the reimbursement
of lDdirect coate. This proposal provides the
ba.siBfor the review aIld negotJatioD le&diDg
to the eatablishmeDt of an organization's in-
direct oost rate.
g. Cost objective meaJlll a fUDCtlOD,org&I11za-

tlonaJ. subdivle1oD, contract, Federal award,
or other work unit lor which cost data are
desired and tor which provision is made to
accumulate and measure the IlOIltof proc-
esses, proJecte, job8 md capitalized projects.

2. Negotiation and AjlJ1Toval of Rates

a. Unless d1ffereDt arrangemente are
agreed to by the Federal agencies concerned,
the Federal &geDOYwith the la.rgest dollar
value of Federal awarde With an organization
w1ll be dell1gnated &IIthe cogn1zll.nt agency
ror Ind1rect coats for the negotiation &Ildap-
proval of the ~d1rect coat ratee and, wbere
n8CEll!/l&l"y,other mtee such as friDge benefit
&Dd computer charge-out rates. Onoe an
agency Is assigned cognizance for a par-
ticular Donprofit orgaDisatton. the a&S1gn-
m8llt will not be changed unle8ll there Ie a
shift In the dollar volume of the Federal
awarde to the organization for at least three
years. All concerned Federal agenoles must
be given the opportUDlty to p&rticipate in

PI. 200. App. IV

the negotiation prooees but, after a rate has
been agreed upon, It will be accepted by all
Federal agencies. When 8.Federa.l agency ba8
re&8Onto believe that Special operatiDg fa.c-
tors a1fectlng Its Federal awards necessitate
special Indirect coet rates lD accordance
with sectten B.li Of this Appendix, It w111,
prior to the time the rates are negotiated,
no~ the oogn1aa.ut agency for indirect
costs. (See also UOO.£4 Indirect (F&A) coats
of Part 200.) Where 8. non-Federal entIty only
receives fUDde88 a aubreclpient, see the re-
quiremeDte of UOO.331 Raqu1rements for
p&_throngh llI1tit1ell.
b. Elr;cept&8 othetw18e provided In 1200.414

lDd1reot (F&A) coste paragraph (e) of th1!;
Part, a Donprofit organization which has not
prevloualy established an lDdirect ecst rate
with a Federal ageDcy muat, submit its 1n1-
tial lDd1rect cost proposal immediately attar
the organization is adv18ed that 8. Federal
award wlli be made and, in no event, later
than three monthe alter the eftective date of
the Federal award.
c. Unless approved by the cogD1zant agency

for Indirect OOBtein accordance With f200.4H
lDd1rect (F&A) coets ~aph (f) of this
Part, organizations that have previoUBly es-
tablished indirect coet rat.ea must submit a
new indirect ooet propoaal to the cogn1%.a.nt
&geDCYfor lDdirect coats withiD six mODthtl
after the close or each flIlca.lyear.
d. A predetermlDed rate may be negotia.te<l

for DBeon Federal awards where there is rea-
sonable lUIl!lurance,baaed on pe.st experienoe
and reliable projection of the organization's
cOBtB,that the rate is not likelY to exceed a
rate ba.Iledon the ol'lf&llization's actual coate.
e. Fixed rat.ea ma.y be negotiated where

predetennined ratee are Dot considered ap-
propriate. A fixed rate, however, mDBtnot be
negotiated If (I) all or a substantial portion
of the org&Jliu.tion's Federal awards are ex-
pected to expire before the carry-torward ad-
jnetment can be made; (11)the mh of Federal
and non-Federal work at the organization Is
too erratic to permit an equitable carry-for-
ward adjustment; or (ID) the organization's
operations fluctuate S1gDifioaDtlyfrom year
to year.
f. Provisional and tina.l.rates must be nego-

Uated where Deither predeterm1Ded nor fixed
rates are appropriate. PredetermlDed or
fixed rates may replace provisional ratee at
any time prior to the olose of the organ1za-
tion's fillcal year. If that event does DOt
occur, & t1Dalrate will be establ1shed aDd up-
ward or downward adjustments will be made
based on the actual allowable costs Incurred
for t.be period Involved.
g. The rellults of each negotiation must be

formalized lD a written agreement between
the cogniza.nt agency for lDd1rect costs and
the Donproflt organization. The cogniZ&Dt
ageDcy for indirect costs must make avail-
able copies of the agreement to all concerned
Federal agencies.
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h. If ~ diIlpute arises 1Da.negot.la.t.lonof an
1Dd1rect cost rate between the cogntu,nt
a.gency for Indirect coste lLDll the nonprofit
organlza.tlon, the dispute must be resolved 1D
accordance 1V1ththe appea.ls procedures of
the COCDizantagency for Indirect costs.
I. To the extent that problems a.re encoun-

tered among the Federal agenC11l1l1Dconnec-
tion with the J1llIr(lt.lation and approva.l proc-
eas, OMB w111lend &llBI8tanoeas required to
resolve such problems 1Da Umely manner.

D. Certifica.tion of IndIrect (F&A) Coste

(1) Required Certincatlon. No propoaa.l to
88tablleh indirect (F&A) cost rates must be
acceptable anlees such costs have been cer-
tlfted by the non-profit organization neiug
the OertI1lca.te of Indirect (F&A) Costa set
forth in sectton j. oC thll5 appendix. Tbe cer-
titlca.te must be signed on beha.lf of the orga-
n1sa.tion by an Indlvidoal at a level no lower
than vice president or ohIef fina.ncla.l officer
for the orga.n1zatlon.
(2) Each 1Dd1rect cost rate propoaa.l must

be a.ocompa.niedby a cert1fica.tion in the fol-
lowIng Corm:

Certificate of Ind1rect (F&A) Costa

This Is to certify that to the best of my
knowledge and belief:
(1) I have rev1ewed the 1Dd1rect (1I'&A)cost

propoaa.1submitted herewith;
(2) All coete 1Doluded1DthIa propoaal [iden-

t.lfy date] to eatabl1sh b1lling or Onal indi-
rect (F&A) COBtarate for [1dentlfy period
covered by rate] are allowable 1Daocordanoe
with the requirementa of the lI'ederaJ awards
to which they apply and with Subpart ~
Cost P$Olpl88 of Pa.rt :aDO.
(8) ThIs proposal does not Include a.ny costs

which are unallowable under Subpart ~
Cost PrinC1pl8Sof Pa.rt 200 Bilch as (withOllt
limitation): publlc relations coste, contribll-
tlOD!! lLDll donations, entertainment oosts,
flIieB and pena.ltlea, lobbying costs, and de-
reuse of CrawlprooeBd1ng6;and
(4) All COBtaInolilded 1DthIa proposal are

properly a.llocable to Federal awardB on the
bas1a of a bene1l.cia.l or ca.usal relationehlp
between the apenses inolUI'lld and the Fed-
eral awarda to. which they are allocated 1D
accordance 1V1thapplica.ble requirements.
I declare that the Corego1DgIs true and cor-

rect.
Nonprofit Organlza.tion: _
Signature: ..,.....,--:- _
Name of Official:
Title: =- ------- ._ __
Date of Execution,

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

APPENDIXV TO PART 200-sTATF/LOCAL
GoVERNMENTWIDE CENTRAL SERVICE
COST ALLOCATION PLANS

A.GENERAL
1. Most governmental units provide certain

service6, such 8.8 motor pools, computer cen-
ters, purcba8ing, a.ccountlJlg, etc., to oper-
atlJlg &g8noi8llon a centrrJ1secI baa18. S1Dce
federallY-llupported awards are performed
within the 1Ddlvldua.l 0pera.t1ng &gencies,
there neecls to be a procees whereby these
centra.l llervice ooets can be Identified and
aaalgned to beneOtted activities on a. reason-
able and consistent basis. Tbe central service
cost alloca.tlon plan provides that proCSIlll.
All coate and other data u.sed to diIltribute
the costa 1Dcluded In the plan should be sup-
ported by formal accounting and other
recorda t.h&twlll BUpport the propriety of the
coets I18aignedto Federa.l awards.
2. Guidelines and IDustration8 of centra.l

servloe cost allooa.tlon plans are provided in
a brochure pubUahed by the Department of
HeaU,b and Hwnan Services entitled "A
Guide fOT Stau. Local an4 Indian Trillal Gov-
ernments: Cost Pri1lClp/U and PrOCllduru for
DeveloJli1lfl Cost Allocation Piau and hldirect
Con Rates tor .Agreement.! with tM Federal
Government." A copy of this brochure may be
obtained fioomthe BRS Cost Alloca.tion Serv-
Ices or a.t their Web site at https:l/
ratu.psc.goll.

B. DEJl'INffl0N8
1. Agency Of' ope'faUnq age7ICJImea.na an or-

p.niza.tional unit or sub-division within &
governmental unit that 18responsible for the
performa.nce or adm1n1atr&tlon of Federal
awarcls or actlvitlee of the governmental
IUl1t.

2. AHocated central sennces means central
services that beneOt operating lICenci8llbIlt
are not. bIDed to the agencies on a ree-ror-
service or aimIJar basiB. Tbeae costs are allo-
cated to benefitted agencies on .oms reason-
able bae18. Examples of SIlch services mlgbt
1Dolllde genera.l &coountlng, personnel ad-
m1niatration, purchasiug, etc.
S. BlUed central 'erv1OB1 means central serv-

Ieee t.h&tare bllled to benet1tted agenci8ll or
programe on an 1Ddlvldua.l fee-for-service or
aimlla.r baaie. Typical eumplee of billed oen-
t.ral servloes include oompoter sarvices.
tra.naportatlon services, lnauranoe, and
tringe benet1t1l.
4. Cognizant ag8fICJI fOT in4irect cosU i8 de-

fined in 1200.19 OlllrJliY.ntagenoy Corindirect
ccets of this Part. Tbe determ1Dation of cog-
nizant agency for 1Dd1rect COI!tefor state8
and local governments Is described in aection
F.l, Nelfotiation and Approval of Centra.l
Servloe Plane.

5. Major local government means Iocal gov-
ernment that reeetves more than $100 milllon
1Ddirect Federa.l a.wards 8Ilbject to thill Part.
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C. ScoPE OF TH!I CJ:IiTRAL BERVICB COST
ALLocA TlON PLANs

The central service cost Allocation plAn
will Include All central BSI'Vicecosts that
will be cla.1med(either as a bIDed or an Allo-
cated COIlt1under Federal awards aDd wID be
documeJlted as descr1bed In section E. CostE
oC central services omitted from the plan
will not be reimbursed.

D. BUBlIlBSION REQUIREMBNTS

1. Each state will sullmit 8.plAn to the De-
partment oC He&lth IUldHuman Bervlces for
e&Chyear in wblch it cla.l.macentral service
costa under Federal awa.rdll.The plan ebould
Include (a) a projection of the next year's al-
iocated central sernce coat (based either on
actual costs for the most recently coJnllleted
year or the budget projection Cor the coming
year), and (b) 8. reconcillatlon of actual Allo-
cated central service coats to the eet1m8.ted
C08ts U8Bdtor either the most recently oom-
plated year or the year immediately pre-
ceding the most recently completed year.
2. Eacb major loc&l government Is &.leore-

quired to Bubmit a plan to ite cogn1u.nt
agency tor indireCt coste lUlDually.
3. All other local governments cl&1m1ng

central service costs must develop a plan In
accordance with the requirements described
In th1BPart IUldma.lntaln the plan &Ddre-
lated supporting documentation for audlt.
These local governmente are not required to
Bubroit their plans for Federal 8.pproval un-
less they are speoiflcally requested to do 80
by the cognizant agenoy for ind1rect coete.
Where a loc&l government only receives
funds as a subrecipl8nt, the paae-tbrougb en-
tity wID be responsible for monitoring the
subreo1pient'a plan.
4. All central BSI'Vicecoat allocation pla.nI!

will be prepared and, when required, sub-
mitted within B1xmonths prior to the begin-
ning of each of the governmental unit's fis-
cal yam in which it }roposes to claim cen-
tral service coste. Extensions may be grant-
ed by the cognizaDt agency tor Indireot ooste
on I. caae-by-oase basis.

E. DoCUMBNTATlON RJIlQUIRlilYBN'I'S FOR
SuBMlTl'IilD PLANs

The documentation requiremente described
In this section may be mod11led,explUlded.or
reduced by the oogn1sa.nt agenoy for indirect
oosts on a oase-by-oase b&.s1s.For example,
the requirements may be reduced for those
centra.l services which have l1ttle or no im-
pact on Federal awards. Convereely, if a re-
V1ewof a plan indicates that certain addi-
tionAl information Is needsd, and wID likely
be needed in future years, it may be rou-
tinely requested In future plan subm1ee1ons.
Items marked with IUlasterisk (*) should be
submitted only once; subsequent plllDll
should merely indica.te any cha.ngB8since the
last plan.

pt, 200, App. V

1. Gene,al

All proposed pl8.namut be aocompanied by
the tollowing: a.n orga.n1u.tion cha.rt sufil-
cientIy detailed to show operations inoluding
the central service activitlB8 of the state!
local government whether or not they are
shown as benefitting from central service
fUnctions; a copy of the Comprehensive AIl-
nuaJ Fina.nc1al Report (or a copy oUbe Exec-
utive Budget if budgeted oosts are being pro-
posed) to IIUPportthe a.llowable ooate of each
oentral serv1ce activity Included In the pl&D;
IUld. a certifioatlon (see subsection 4.) that
the pllUl was prepared In accordance with
this Part, contains only Allow8.blecoste. and
was prepared in a mlUlDer that treated B1m1-
!ar coate consistently amoDa' tbe various
Federal awards and between Federal and
non-Federal awar<l8la.ctlvitiee.

2. Allocated CentTa.l Services

For each &llooatlon central eervtce=, the
plan mut also Include the Collowing: a brief
deaortption of the service, an identlfloa.tlon
of the unit rendering the eervice and the op-
erating agencies receiving the serv1ce, the
items of expense Included in the coet of the
serv1ce, the method used to distribute the
coat or the service to benefitted agencies,
IUlda summary Bobedule showinB the alloca-
tion of each service to the specifio benefitted
ageno1ll1l. If any self-insuranoe funds or
fringe benefits COllteare treated as allooa.ted
(rather than billed) central services. docu-
mentation dlsoussed In subsections 3.b. IUld
c. must also be inoluded.

3. BlUed Servicu

a. Genera.l. The information deeoribed in
this seotion must be provided for all b1lled
central lIel'Vicss. including Internal servioe
funds, self-Insurance funda, and fringe ben-
etlt funds.
b. Internal service funds.
(1) For each internal service fund or simi-

la.r activity with IUl OPB1'll.tingbudget oC S5
million or more, the plan must inolude: 8.
brief description of each service; a balanoe
sheet for each fund bued on Individual ac-
oounts contained In the governmental unit's
a.ccountlDg system; a revenue/expenses state-
ment, with revenUB8 broken out by source,
e.g., regular bUlinga, Interest ee.rned, etc.; 8.
liating of a.ll non-opera.ting transfers (8.8 de-
tl.ned by Generally Accepted Aocountlng
Prtnciplllll CGAAP»Into and out or the fund;
8. description of the procedures (method-
ology) used to cha.rge the ooste of each serv-
ice to naers, Inoluding how billing rates 8.re
determined; a schedule of ourrent rates; a.nd.
8.schedule oomparing total revenues (includ-
ing imputed revenues) generated by the serv-
ice to the allowable coste or the service, as
determined under this Part, with an expla-
nation of bow Var1lLllCBllwill be bandled.
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(2) Revenues must consist of all revenues
generated by the service, including unbIDed
and uncollected revenues. If some users were
not bIDed Cor the Bervicee(or were not bIDed
at the full rate lor that cl&8s of users), a
schedule moWing the full Impute(! revenues
BSIlocla.tedwith theBe users must be pro-
vided. Expensee must be broken out by ob-
ject coat categoriell (e.g., aalartllll, supplies,
etc.).
c. Self-insurance /untU. For each eelf-1nIlur-

ance fund. the plan mut include: the fund
balance meet; a statement of revenue and
expenses including. a summary of blllings
and cla.1mBpaid by ~ency; a liating of all
non-operating transfers into and out of the
fund; the type(ll) of r1Ilk(s) covered by the
fund (e.g., automobile Ua.b1llty. workers'
compensa.tion, eto.); an explana.tion 01 how
the level DC fund contributions are deter-
mined, including a copy of the OU1Tentactu-
arial report (with the actllartal lLIlIlumptions
used) if the contributions are determined on
an actuar1a.l bul8; and, a deacr1ption of the
procedurel!l UIledto charge or Allocate fund
contributlons to benefitted activities. Re-
serve levels in esoeBSof clalmB (1) submitted
and adjud1cated but not paid, (2) submitted
but not adjud1cated, and (8) incurred but not
submitted must be ident1ned anti espla.ined.
d. Fringe belIefits. For fringe benefit 008t1!,

the plan must inclllde: a I1Btingof fringe ben-
entl! provided to covered employees, and the
overall annuAl COlltof each type of benent:
current fringe benet1t policies: &nd proce-
dures used to charge or allocate the C08t1!of
the benefltl! to benefitted activitiee. In add1-
t1on, for panelon and poet-retirement heaJth
insurance plana, the following information
must be provided: the govenunental unit's
funding policies, e.g.• legislative bUls, trust
lI«1"eementl!,or sta.te:-ma.n4ated contribution
rules, if d1fferent from actuarially deter-
mined ra.tes; the pension plan's coets accrned
Corthe year; the amount flmded, and date(s)
of fDlld1ng;a copy of the current actuarial
report (including the actuarial aasumptions);
the plan trustee's report; and. a. schedule
trom the activity mowing the value of the
interest cost associa.ted w1th late funding.

4. Required Certification

Each central service oost allocation plan
wIDbe accompanied by a oertiflcation in the
following form:

CERTIFICATE OF COSTALLOCATION
PLAN

Tbts is to certify tb&t I ha.ve reviewed the
cost allocation pla.n submitted herew1th and
to the best of my knowledge a.ndbeUef:
(1)All coati! included in tb1s proposaJ [iden-

tify datel to eetabl1llh ooet allocatioDBor bn-
ltngs for [identilY penod oovered by plan] are
allowable in a.ccordLIloe w1th the require-
ments of thie Pa.rt and the FederaJ awardee)

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

to which they apply. Unallowable coste have
been adjusted tor In allocating coste as ind1-
cated in the cost allocation plan.

(2) All coste included in this propoa&l lore
properly allocable to Federal awards on the
buill of a beneOclal or causal relationllh1p
between the espeDBeSincurred and the Fed-
eral awards to which they are allocated in
&CCordanoewith appllcable requ1remente.
Further, tbe same costa that ha.ve been
treated as ind1rect oOllts have not been
claimed as direct coats. Similar typea of
coets ha.vebeen accounted for consistently.
I declare that the foregoing ts true and cor-
rect.

Governmtlnta.l Unit:
Signa.ture:
Name of Ornclli.l:
Title:
Da.teof Execution:

F. NEGOTIATION AND APPROVALOP CENTRAL
SKRVJCJl PLANS

1. Federal Cognizant A.gIlfIClI fOT Indirect Costs
A.rignmentl for Cost Negoti4tion

In general, unls88 different anangements
are agreed to by the concerned FederAl agen-
ctee, for central service 008t allocation
plans, the ooKDJzantagenoy responsible for
review and approval Is the Federal agency
with the largest dollAr value of total Federal
a.wards with a governmental unlt. For indi-
rect OOlltra.tes and departmental indireot
cost allocation plans, the oognizant agency
ts the Federal agenoy with the largest dollAr
value of direct Federal awards w1th a govern-
mental unit or component, as approprlate.
Once deelgnated as the cognizaDt agllDCyfor
indireot coata, the Federal agency must re-
main 80 for a period of five yeare. In &ddl-
tacn, the following Federal agencies continue
to be reapoDB1blefor the Indicated govern-
mental entities:

Department of Health and HU11I4nSertJIcU-
Public aaaistance and Bta.te-widecost alloca-
tion plaDBfor all states (Including the Dta-
triot of Columbia and Puerto Rico), state
a.nd local hospitals, librarles and health dle-
trictl!.

Department of the Interior-IndIAn tribal
&,ovemmentl!, territorial &,overnments. and
state and 10caJ park and recreational dls-
trictl!.

Department of Labor-State a.nd local labor
departmentl!.

Department of Education-School districts
and state and local education agencies.

Department of Agriculture-State and local
agriculture departments.

DepartmEnt of 7'rg~tion-State and
local airport and port Authorities and transit
d1strictl!.

Depamnent of Commerce-sta.te and local
economic development dlstriotl!.
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Departrn£nt of Hounng and Urban Develop-
men~tate IIJld 10C&1housing a.nd develop-
ment dlBtrictB.
Rnwonmental Protection AgeRCll-State and

local water and sewer d1BtrictB.

2. Rev/eu>

All proposed oentral service cost allocation
plans t.hat are required to bs submitted wID
be rev1ewed, negot1&ted, and approved by the
cogn12ant &gency far ind1rect coate on a
timely baIl18.The cognizant agency Cor indi-
rect coate will rev1ew the proposal within a1Jr.
month8 or receipt ot the propoaal and e1ther
negotiate(approve the propoea.l or advlBe the
governmental unit ot the add1ttonal docu-
mentation needed to Bupportlevaluate the
proposed plan or the cha.nges required to
make the proposal acceptable. Once an
agreement with the governmental nnlt has
been reached, the al1'8ement w111be accepted
and used by all Federal ag-enclee, unI_ pro-
hibited or Um1ted by statute. Where a Fed-
eral awarding agency haB reason to believe
t.hat apecial operating factors affecting ite
Federal awards necessitate speCial consider-
ation. the flmding agency will, prior to the
time the plane are negotiated, notify the
cogntzant agency ror indirect 008te.

3. Agreement

The results oCeach negotiation mWlt be
formaUzed in a written agreement between
the cognizant agency for indirect CON and
the governmental nnlt. This agreement will
be subject to re-open1ng 1f the agreement is
subeequentlY found to v10late a statute or
the 1nforma.tlon upon which the plan was ne-
gotiated 18 later found to be materially in-
complete or 1nacCI1rate. The reeulte of the
negotiatlon must be made av&1lable to all
Federal agencies Cor their use,

4. Adjwtmenu

Negotiated coet allocation plans balled on a
proposal later found to have included costs
tha.t: (a) are 11Il&1l0wable(1) as specified by
law or regulation, (U) asl&mt1tted in subpart
F, General Prov1llions for seleoted Items of
Coat or this Part, or (Ui) by the terms a.nd
conditions of Federal awards. or (b) are unal-
lowable because they are clearlY not allo-
cable to Federa.l awards, must beadjWlted, or
a refuJld must be made at the option oC the
cocnIzant agency Cor indirect OOlite.includ-
ing sarned or imputed interest from the date
of tranBfer a.nd debt intereet, 1f appI1ca.ble,
chargeable in accordance with applicable
Federal cogntzant &4l"encyfor Indirect coets
regulations. Adjustmente or C&8h refunds
may include. at the option of the cognizant
&gency for Indirect costs, Barned or imputed
interest trom the date of eipenditure and de-
l1nquent debt intereet, if appl1cable, charge-
able in accordance with applicable cognizant
agency claims collection regulations. These
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adjustmente or refunds are designed to cor-
reot. the plana and do not constitute 8. re-
open1ng of the negot1ation.

G. 0'l'HJ:B POLICIES

1. BiDed Central Servlce Activities

Each billed central service activ1ty must
separately account for all revenues (includ-
ing imputed revenues) generated by the serv-
ice, llXpeIlllBBincurred to f'urniah the eervice,
a.nd profitJIoes.

Z. Working Capit4l Ruerves

lnternal service funds are dependent upon
8. rea.eona.ble level of working capital reserve
to Ope1'l!.tefrom one b1lUngcycle to the next.
Charges by an internal eerv1ee act1v1ty to
prov1de Cor the establishment a.nd mainte-
nance of a reasonable level of working cap-
ital reserve, in addition to the full recovery
oC costs, are allowable. A workl..ngca.pltal re-
aerve as part of retained ea.rn1ngeof up to 60
calendar clays cash upen&8Il for normal oper-
a.ting purpoll8ll 1s cone1dered reasonable. A
working capital reserve esceeding 60 cal·
endar days may be approved by the cog-
n1zB.nt agency for indirect coets in ezcep-
t.ionalcB8B8.

3. Caf"Tll-Forwcmi Adjultmmu of Allocated
CentraJ Servlce Cosu

Allocated central service col!tll are Wlna.lly
negotiated and approved for a tuture tl8cal
year on a "and with carry-forward" b8.ll1B.
Under this procedure, the fixed amounts for
the tuture year covered by agreement are
not subject to adjustment for t.hat year.
However, when the actual coeta of the year
involved beoome )mown, the diUerencee be-
tween the fixed amounts prev10usly approved
and the actual coate wm be CUT1edforward
and uBed as an adjustment to the fixed
amounts eetabl1shed Cor a later year. This
"c&ITY-forward" procedure appl188to all cen-
tral services whose coats were fixed in the
approved plllJl. However, a oarry-forward ad-
justment 18not permitted, for a central servo
Ice activity that was not included 1n the ap-
proved plan, or far unallowable costs that
must be reimbursed immediately.

4. A~tmenu of BUud Cen.traJ Services

Billing rates used to charge Federal awards
must be bued on the eet1mated coats of pro-
v1d1ng the servtces, including IIJlestimate of
the allocable central service C08ta. A com-
par1eon of the revenue generated by each
billed service (including total revenues
whether or not billed or oollected) to the ac-
tual allowable costa or the service will be
made a.t least annually, and an adjustment
11'111 be made for the difference between the
revenue and tbe allowable costs. Thet!e ad-
Justments will be made through one of the
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following a.djustment methods: (a) a caah reo
fund including ea.rned or Imputed interest
tram the dste of transfer and debt interest, if
applicable. chargeable In accordance with
applicable Federal cognizant agency for indi-
rect coste regul&tiODllto the Federal Govern-
ment for the Federal Bba.re of the adjust.-
ment, (b) credits to the amounts charged to
the individual programs. (c) adjustments to
future b1111ngrates, or (d) adjustments to al-
located central service coate. Adjustments to
allocated central services will not be per-
mitted where the total amount of the adjust-
ment for a perti.oular service (Federal Bhare
and non-Federal) Bba.reexceeds S6OO,ooo. Ad-
justment methode ~ inolude, at the option
of the cognisant agency, earned or imputed
interest !:romthe date or expenditure and de-
linquent debt interest, if applicable, charge-
able In accordance with applicable cognizant
agenoy 0l&1mecollection regulations.

5. Records Reten.tlon

All central service cost allocation plans
and related documentation used &8 a basill
for 0la.1m1ngcosts under Federal awards
must be retained for audit in accordance
with the records retention requirements con-
tained in Subpart D-POBt Federal Award
Requirements, of Part 200.

6. Appeal$

If a dispute arises in the negotiation of a.
plan between \.he cognizant agency for indi-
rect COBtsand the governmental unit, the
disputs must be resolved in accordance with
the appeals procedurea of the cognizant
agency for indirect coste.

7. OMB Autstance

To the extent that probleID8 are encoun-
tered among the Federal agencies or govern-
mental units in connection with the negotia-
tion and approval procesB, OMB will lend as-
alBta.nCB,as required, to resolve euch prob-
lems In s timely manner.

APPBNDIX VI TO PART 200-PUBLIC
ASSISTANCE COST ALLocATION PLANS

A.GENERAL
Federally-flnanced programs administered

by state public a.ss1staJlceagencies are fund-
ed predominately by the Department of
Health and Human Services (HHS). In sup-
port of Its stewa.rdah1p requirements, HHS
bas published requirements ror the develop-
ment, documenta.tion, submission, negotia-
tion, and approval of public aselBtance oost
allocation plans In Subpart E of 4l)CFR Part
95.All adm1n1Btratlve costs (direct and indi-
rect) are normally charged to Federal awards
by Implementing the public assistance cost
allocation plan. This Appendix extends these
requirements to all Federal awarding agim-
cles whose programs are a.dm1niatered by e.

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

stats public 8.Il81Btanceagency. Major feder-
ally-financed programs typloally adm1n1s-
tered by state public a88ista.nce agenc1ea In-
clude; Temporary Aid to Needy Fam1l1es
(TANF), Medicaid. Food Stamps, ChIld Sup-
port Enforeement, Ac1optlon.Ass18tance and
Foster Care, and Social Bervicea Block
Gra.nt.

B. DBFIN1T10NS
1. State public IlUi8tance GQe1IC1Imea.ns a

state agency a.dm1JI1ater1ngor supervi81ng
the administration of one or more public •.•.
B1atanoeprocr&D1llopera.ted by the state as
identified In Subpart E of 46 CPR Part 95.
For the purpoee of tb1B Appendix, these :pro-
gramB iJlclude all programa a.dJD1n1staredby
the statll public UBiatanCBagency.
2. state public lUlistance agenq costs means

all costs incurred by, or allocable to, the
state public asa1etance agency, except ex-
penditures Cor flnanc1&l aselBtanoe, medioal
contractor payments, food sta.mps, and pay-
ments for aervices and goode provided di-
rectly to program recipients.

C. POLICY
State public aselBtance agencies ",ill de-

velop, document and implement, and the
Federal Government will review, negotiate,
and approve, public &IlII1sta.ncecost alloca-
tion plB.nsIn accordance with Subpart E of 45
OFR Part 95. The plan will include all pro-
grams a.dm1nIstered by the state pub11c 8&-
slBtance agency. Where a lettel' or approval
or disapproval 18transmitted to a state pub-
lic au1.etance agency in accordanoe with
Subpart E, the letter will apply to all Fed-
eral agencies and programs. The rem&1n1ng
8ectiOns of thlB Appendix (except ror the re-
quirement for certU1oation) summarise the
prov1s1onBof Subpart E of 46 CFR Part 96.

D. SUB)(lS8JON, DOCUMENTATION. AND AP-
PROVAL OJ' PUBLlc AssISTANCE COST ALLO-
CATIONPLANS
1. State public ase1Btance agencies are re-

quired to promptly submit amendmentll to
the cost allocation plan to HHB for review
and approval.
2. Under the coordination process outlined

in section E, Review of Implementation of
Approved Plans, affected Federal agencies
will review all new plans and plan amend-
ments and provide commente. as appro-
priate, to HHS. The effective date of the plan
or plan amendment will be the flrat day oC
the calendar Quarter following the event
that required the amendment, unl_ an-
other date is sp801f1oallyapproved by HHB.
HHB, as the cogn1za.nt agency for indirect
costs acting on behalf of all arrected Federal
agencies, wUI,as necesea.ry, conduct negotia-
tions with the ata.te public ase18tance &/l'ency
and will inform the state agency of the ac-
tlon taken on the plan or plan amendment.
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E. REVIEWOF IxPI..DBNTATJON OFAPPROVED

PLANB

1. Since pubUc /l8B1Stll.Jlcecost alloe&tiOll
plans are of a narrative natllJ'8, the review
during the plan approval procees cODllistsof
evaluating the appropriateness 01 the pro-
posed groupings of col!tll (cost centers) and
the related &1location bues. All BUch, the
Federal GoVll1'DDUlDtneeds some assurance
that the cost allocatlcm plan ball been imple-
mented as approved. This 18a.ccompUsbed by
revlews by the Federal awa.rding agencies,
slDgle audits, or audits condUcted by the the
cogn1z&Dtagency for lDd1rect costa.
2. Where inappropriate chargllll aUecting

more than one Federal awa.rdiD8'agency are
Ident1fled. the cognJu.nt HBS ooet negotia-
tion omce will be adv1aed and will take the
lead in resolving the 188ue(s)as provlded for
in Subp8.rt E of 46 CFR Part 95.
S. I! a d1epute ar1lle8 in the negotlation of

a plan or from a d1ea1lowance iDvolvillB two
or more Federal awa.rdiD8'agencleB, the die-
pute must be resolved in accordance with the
appeale procedures set out in 4ti CFR Part 16.
D1SPutes involving only one Federal award-
lDg agency will be resolved in accordance
with the Federal awarding agency's appeal
process.
4. To the extent that problems are encoun-

tered among the Federal awarding 8genCiBB
or goverDmental unita in connection with
the negotiation and approval procees, the Of-
fice of MaDalrement ud Budget w1l1lend as-
81Stanoe, as required, to resolve such prob-
lems in a timely manner.

F. UNALLOWABLE COBTS
Claimll developed under approved cost allo-

cation plaDll will be baSed on allowable costa
&6 identified in th1BPart. Where unallowable
col!tll have been claimed and reimbursed.
they will be ref'wlded to the program that re-
Imbursed the unallowable cost U81ngone of
the followillB methods: (a) a ca.eh refund, (b)
offset to a eubsequent claim, or (c) credits to
the amounts charged to indivldual Federal
•.warde. CaBh ref'unds, ofCset.8, and credits
IlI8.Y include at the option of the cognizant
agency for indirect cost, aarned or imputed
interest from the date of upenditure and de-
linquent debt interest, if applicable, charge-
able in accordance with applicable cognir,ant
agency for indirect coet claime collection
regulations.

APPENDIX VII TO PART 200-STATES AND
LOOAL GoVERNlofENT }JI.'I) INDIAN
TRIBE INDIRECT COST PROPOSALS

A. GENIIRAL
1. lndirect costs are thoee that have blMln

incurred for common or joint purposes.
ThBBecosta benefit more thaD one cost ob-
jective and CIUlIlOtbe readUy identified with
I. particular final coat objective without ef-
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fort dillproportionate to the rellulta achieved.
After direct costa have been determined aDd
usigned directly to Federal awards and
other activities as appropriate. indirect OOlite
are thOIl8rema.tning to be allocated to bene-
ntted coet obJectives. A cost may not be al-
located to a Federal award as an indireCt
coat if any other coat incurred for the e&me
purpoee, In Uke c1rcumstADcBB.ball been as-
ligned to a Federal award as a direct cost.
3. lndirect coet.B include (a) the indirect

coata originating in each department or
agency of the governmental unit carrying
out Federal awards and (b) the ooeta of cen-
tral governmental Bervices dlBtrlbuted
through the central eerv1ce cost allocation
plan (all deecr1bed in Appendix V to Part
~taterJAcal Government and Indlan
Tribe-Wide central Bervice Cost Allocation
Plans) end not otherwise treated as direct
costs.
S. Indirect costa are normally charged to

Federal awards by the use of an indirect cost
rate. A ll8p&rata indirect cost rate(s) 18 usu-
ally necessary for each depa.rt.ment or agen-
cy of the governmental unit claiming indi-
rect coet.8 under Federal awards. Gn1del1De5
and 1llllBtrations of 1nd1rect ooet proposals
are provided in a brochure pub11Shedby the
Department of Health aDd Human Bervicee
entitled "A GuUfe for States and Local Govern-
ment AgencieS: Colt PTi1Iciple.s and Procedure.!
JOT Establishing cost. AUocation Plam and Indi-
rect Coat RGtu for Grants and Contract.t with
the Federal Govenunent." A copy of this bra-
chllJ'8 may be obtained from the HHB Cost
Allocation Services or at their Web site •.t
https:llrates.pBC.g01l.
•. Because of the diveree characterlBtiCB

and accounting practices of governmental
units, the type8 of costs which may be clasei-
fled as indirect coste cannot be speclfled in
aU e1tuatlODB.However, typical examples of
indirect costs may include certain state!
local-wide central service coeta, general ad-
m1n1Stration of the non-Federal entity &C-
coantlDg aDd personnel services performed
within the non-Federal entity, depreciation
on buUd1Dg8and equipment, the costs of op-
erating and maintaining facUltiee.
6. Thl8 Appendix doel not apply to sate

public I1811illtanceagenclell. These agencies
Bhould refer inBtead to Appendix VI to Part
200-Publ1c A8Il18tance Cost Alioe&tion
Plans.

B. DBFUnTlONS
1. Base means the accumulated direct costa

(normally either total direct ea1artee a.nd
wages or total direct coeta exclustve of aDY
extraort1inarY or d18torting expenditures)
used to dlBtt-lbute indirect coetB to indi-
vidWLlFederal awards. The direct cost baee
selected should reeult in each Federal award
bearing a fair share of the indirect coata in
reaeonable relation to the benefit.8 received
trom the coeta.
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2. Base period tor the allocation ot indirect
costs ill the penod in wblch 8uch C08t8 are in-
curred and aooumul&ted tor a.llocation to ac-
tivities performed in that period. The baBe
period normally should ooincide with the
govemmenta.l unit's flsca.l yea.r, but in any
event, must be &0 aelectsd 88 to I.vold Inequi-
ties in the a.lloca.tionof costs.

3. CognLaont O//eTICII {OT indirect costs means
the Federal agency rllll])Onslb1efor reviewiIIg
and approving the govemmenta.l unit's indi-
rect coet rate(s) on the behalf of the Federal
Government. The cognizant agency for indi-
rect COlltsaseignment Is described in Appen-
dix V, sectaon F, Negotiation and Approval
of Central Service Pla.ns.

4. FiMl Tale me8.D8an indirect cost rate ap-
plicable to I. speci1l.edpast period which i8
ba.Bedon the actual allowable costs of the pe-
riod. A final audited rate ill not lIubject to
a.djustment.
5. fued rate means an indirect CClBtrate

which has the aame charaoterilltics 8.8 a pre-
determIned rate, except that the difference
between the estimated coste and the actul.l,
a.llowable oosts or the period covered by the
rate ill carried torward 8.8 an a.djustment to
the rate computation of a Ilubllequentperiod.

6. IndiTect coat pool ill the a.ocumulated
coste that jointJy benefit two or more pr0-
grams or other CClBtobJectivee.

7. InaiTect con rate Is I. device for deter-
minine in a rell.llQnablemanner the propor-
tion of indirect costs each program should
bea.r. It 115the ratio (expr8llll8das a percent-
age) of the indirect coats to I. direct COIlf,
baae.

8. ln4irect colt rale Pf"Qflosalmel.ns the doc-
umentation prepared by a govel1l.!l1entaJ.unit
or subd1v1B1onthareof to 8ub8tant.1ate its re-
queet for the establishment of an indirect
coat rate.
9. Predetermined rale me&.Dllan indirect coat

rate, applicable to a spec11ledcurrent or ru-
ture period. usua.lly the govemmenta.l unit's
filloal yea.r. Th1arate ill based on an eetima.te
of the costs to be incurred during the period.
Except under very unusual circumstances, a
predetermined rate is not subject to adJUI5t..
ment. (BllC&useof legal constra.ints, pre-
determined rates are not permitted tor Fed-
eral contra.cts; they may, however, be used
for grants or cooperative 8.&TllIlDl8nts.)Pre-
determined rates may not be ueed by gOVerD-
mentaJ. units that have not subJIrltted and
negotiated the rate with the cognizant agen-
cy for indirect costs. In view of the potential
advantages offered by this procedure, nego-
tiation or predetermined rates tor indirect
coats for a period or two to rour years should
be the norm in those situations where the
cost experience and other pertinent fa.cts
I.va.ill.bleare deemed sutne111ntto enable the
parties involved to reach an informed Judg-
ment as to the proba.ble level of indirect
costs during the ansuing accounting periods.

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

10. Prol1i3ioMl TQU meanBa temporary indi-
rect C08trate appllcable to a I!pBClftedperiod
which illused Corfunding, intsrim reimburee-
ment, &:lidreporting indirect C08t8 on Fed-
eral awarde pending the elltablishmant of a
"t1na1" rate for that period.

C. ALLOcATION OJ' lNDDlWI' 00S'1'S AND
DlI'1'ERM1NATION OF INDmmcr CosT RATES

1. General

a. Where a governmental unit's depart-
ment or agency has only one major function,
or where all its major functions beneftt from
the indirect costs to approllim&telYthe same
degree, the a.llocation of indirect cOBtsand
the computation of an indirect cost rate may
be accompliehed throIlgh almplifted a.iloca.-
tion procedures &8de&cribedin subsection 2.
b. Where a governmentaJ. unit's depart--

mant or agancy hall several major tunctions
which benefit from its indirect 008ts in vary-
ing degreea, the a.llocation oC indirect costs
may require the accumulation of such coste
into separate cost groupings which then are
allocated individually to benefitted func-
tions by meaml of a base which best meae-
ures the relative degree or benefit. The indi-
rect costs a.llocated to each function are
then distributed to individua.l Federal
awards and other activiti8l! lncluded In that
function by means of an indirect cost rate(s).
c. Bpec1ficmethods for allocating indirect

coats and oomputing indirect colt rates
aloJlg with the conditiOIlll under which each
method should be used are described in sub-
sections 2, 3 and 4.

2. Simpiifll!d MetJwd
a. Where a non-Federa.l entity's major

tunctions benetlt from its indirect costs to
approx1mately the aame degree, the 801100&-

tion or indirect costs may be accompltshed
by (1) cl8.86lfYiDgthe non-Federa.l entity's
tota.l C08t8 for the base period as either di-
rect or indirect, and (2) dividing the total aJ.-
lowable Indirect coets (net. ot applicable
credits) by an equitable diBtribution ba.ee.
The result of thiB proceBllill an indirect cost
rate which ill used to distribute indirect
coats to individual Federal awa.rde.The rate
should be expre8lllld&8the percentage which
the tota.l amount of a.llowable ind1reot costs
bea.i'8 to the base selected. This method
should also be used where a governmental
unit's department or agency has only one
major function encompaesine a number of in-
dividual projecte or activities, and may be
used where the level of Federal awards to
that department or agency is relatively
small.
b. Both the direct ooats and the indirect

costs must exclude ca.pita.l expenditures a.nd
unallowable costs. However, unallowable
coats muet be included in the direct costs if
they represent act.1vitiee to which indirect
costs are properlY allocable.
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c. The d1atribution bue may be (1) total di-
rect 008ts (excludlDg capital expenditures
&nd otber distort1Jlg tteme, IUch as pa8B-
through funds, IUbcontractB in excess of
$26,000, pa.rt101pant IIUpport COllts, eto.), (2)
direct lI&1Ar1es&ndwages, or (3) a.nother baae
which J'IIIlultsIn an equitable d1strlbutiOI1-

3. Mvltiple Allocation BlUe Method

a. Where a non-Federal entity's IncUreCt
coats benefit its major functlOIl8 In varying
degreea, Buch coetB mut be acoumulated
Into separate cost group1ng1l. Each grouping
must then be allocated individually to bene-
ntted flmctions by mll8Jlll of a base which
best meuuJ'llll the relatlve benefits.

b. The COIItgroup1Dg\lshould be 1lllta.b1iahed
BOas to permit thB allocation of ea.Chgroup-
Ing on the basis of benefits provided to the
major funotions. Each grouping should con-
BUtuts a pool of expenll88 that are of like
ch&ra.cter in term/l of tbe f'o.nct10DBthey ben-
efit and In terms of the allocation base
which best measures the relative benefits
provided to each f'o.nctlon. The number of
separate groupings should be held wItb1D
practlca.l 11m1te. ta.king Into consideration
the materiality of the amounts involved and
the degree of preclBlon needed.

c. Actual conditioJl8 must be taken Into ac-
count In selecting the baBe to be used In alla-
ca.t1Dgthe expenBIIIIin each group1Dc to ben-
efitted funotions. When an allocation can be
made by assignment of a coat grouping di-
rectly to the function benefitted, the alloca-
tion must be made In that manner. When the
expeneee in a grouping are more general in
nature, the allocation should be made
through the use of a B8lected baBe whicb pro-
duC8llreeults that are equitable to both the
Federal G<lvermnent and the govermnental
unit. In general, any coet element or related
factor &BBOC1&tedwith the govermnentAl
unit's activities ill potentlally adaptable for
use as an alloca.tion base provided that: (1) it
can readily be expreseed in terms of dollare
Dr other quantltative meuuree (total direct
costs. direct 8&larlee and wages. staff hOurs
applled, square feet used. hours of uaage.
number of documents proo_d. JlDpulation
eerved, and the like), and (1I) It ill common to
the benefitted function8 during the bue pe-
riod.

d. Exoopt where a special indirect cost
rate(s) Is required in acoordance with para-
gra.ph (C)(4) of tb1s Appendix, the separate
!rI'Ouplngsof indirect costs alloca.ted to ea.cb
major funotion must be aggregated and
treated as a common pool for that function.
The costs in the common pool must then be
distributed to individual Federal awards in-
cluded In that f'tlncUon by use of a single in-
direct cost rate.

e. The dlBtrlbutlon base used in computing
the indirect cost rate for each f'o.nctlon may
be (1) total direct costs (eIcludini' capital sx-
pendltl11'8lland other distorting itemB sucb

pt. 200, App. VII

as paee-through funds, 8Ubawa.rd&in excese of
$26,000, pa.rt101pant support OOIIts, etc.), (2)
direct salaries and wagse, or (ll) anotber base
whicb results in an equitable distributlon.
An IndireOt ooat rate should be developed for
each separate Indirect coat pool developed.
The rate in each oa.se Bhould be stated as the
percentage relatlonship between the par-
ticulLr indirect COlt pool and the distribu-
tion baBeidentined with that pool.

4. SpeCla.l hUJirect Goat Rates

a. In some Instance6, a Bingle ind1ract cost
rate for all activities of a DOn-Federal entity
or for each major function of the agency may
not be appropriate. It may not take iJlto ac-
count those different factors whioh may sub-
stantlally a.fCectthe 1ndireCt coats applicable
to a particulLr program or group of pro-
grams. The factorB may include the phyelca.l
location of the work, the level of admtn1lltra-
tive BuPPOrtreQuired, the nature of the fa-
01l1tlee or other reeoarces employed, the or-
gan1eational arrangements ueed, or a.JIY com-
bination tbereof. When a pa.rt1cular Federal
award ie carried out In an environment
which app8l.1'll to generate a Blgniftcantty
difIerent level of indirect costs, proviBlons
should be made for a separate indirect cost
pool applicable to that Federal awa.rd. The
separate indirect cost pool mould be devel-
oped durlDg the COllI'88 of the regular a.lloca-
tlon prODellS.and the separate indirect cost
rate resulting therefrom should be used, pro-
vided that: (1) The rate dlffll1'8slgnlftcanUy
from the rate which would have been devel-
oped under pa.ragraphB (C)(2) and (0)(3) of
this Appendix, and (2) tbe Federal award to
which the rate would apply ill materi&l in
amount.

b. Where Federal statutee restriot the re-
imbU1'll8IDent of certain indirect costs. it
may be nBOee&arYto develop a 8peo1a.1rate
(or the a.fCectedFederal award. Where a "re-
stricted rate" 18 required. the u.me proce-
dure for developiDc a non-restricted rate will
be used except for the addltiona.l step of the
elimination from the indirect coat pool th06e
costs for which the law prohibita reimburse-
ment.

D. SUBMISSIONANDD<><ltlNENTATlON OF
PllOPOBALll

1. SUbmilsio71 of Indirect COlt Rate PToposcUs
a. All departments or agencies of the gov-

ernmental unit dee1ring to olaiJIl indirect
coats under Federal awards must prepare a.n
indirect COIItrate propoaal and related docu-
mentatlon to sUpJlDrt those coats. The pro-
JlDsaland related documentation JDust be re-
tained for audit In accordance with the
records retention requirements contatned in
1200.833 Retention RequireJIlente for Records.

b. A governmental department or agency
unit that receives more than S35 JJl1ll1on in
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direct Federal fUndiDgml1St submit Its indi-
rect cost rate proposal to its cognlza.nt a,gen-
cy ror lDdlrect costs. Other governmental de-
partment or a,gency must develop an indirect
cost proposal in accord&Dcewith the require-
ments of this Part and maintain the propos&l
and related supporting documentation for
8oudlt. These governmental departments or
a&'enc1eBa.re not required to submit their
propos&ls unl8ll8 they a.re apec111c&llyre-
quested to do 80 by the cognizant a,gIlDCYfor
indirect coate. Where a nOD·Federal entity
only receivea Cunde a8 a llubrec1pimt, the
pa.as-througb mti ty will be relpoD81ble Cor
ne&,otiat1Jlg&.Dellormonttor1Dg the Ilubrecipi-
ent's indireCt coats.

c. Ea.ch Ind1a.Dtribal government dee1ring
reimbursement of 1nd1rect coste ml1Stsubmit
its indirect cost propos&l to the Depa.rtment
of the Interior (its cognizant a,geney Cor 1ndi-
rect coste),

d. Indirect cost propos&ls must be devel-
oped (a.nd, when required. submitted) within
six monthe &t'ter the clo88 of the govern·
mental unit'a fiIlcal yea.r, unlllllll an exception
16approved by the cognlza.nt &&'eDcyCor indi-
rect cOllt8. If the propOBlldoentral 8ervice
coet allooa tion pla.DCor the same period has
not been approved by that time, the indirect
coat propos&l may be prepared lDcluding IIJI
&mount Coroentral aervicee tha.t 1Il based on
the lat88t Cederally-approved central service
coet allocation pla.n. The dlfference between
theBe central aervice &mounts and the
smounta ult1ma.tely approved will be oom-
peDll&ted for by IIJI adjustment in a. subee-
quant period.

2. DocumentAtion of Proposolt

The following must be Included with ea.cb
indirect oost proposal:

a.. The rates propoeed. includlDlr aubBld1a.ry
work abaete and other relevant data., araBB
referenced and reconciled to the f1lIa.nclal
data noted in subsection b. Allocated central
service cOllt8will be BUPported by the BUm-
mary table included in the approved central
servioe OOBtallocation plan. Th18 BUJDJDJLl"Y
table 18 not required to be Bubmltted with
the indirect coat proposa.l if the central serv-
tee coat allocation pla.D Cor the aame fiscal
year has been approved by the cogniu.nt
agency for 1nd1rect coste IIJId1Il avallable to
the ftmdiDg ageDC)·.

b. A copy of the financial data (financial
statements. comprebenelve annual f1lIa.nclal
report. executive budgets, a.ccount1ng re-
porte, etc.) upon which the rate 18ba.sed. Ad-
justments resulting from the use of
UIlaudlted data will be recognized, where 8oJ>-
proprlate. by the Federal cogn1ZaIlt agency
for indirect coats in a subsequent propos&l.

c. The approximate amount of direct base
coats incUJ'I'lK1under Federal awards. Theae
oosts should be broken out between sal&rles
a.ndwagee and other direct coats.

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

d. A obart showing the organ1lla.tional
structure or the agency during the period for
which the propoeal appl188, alODg with a
functional statement(s) noting the duties
a.nellorreepons1bllities oC 8011units tha.t com-
prlee the agency. (Onee tb1Il Ie submitted,
only rev1slona need be submitted with subse-
quent proposa.la.)

J. R.equit'ed cln1ificatirm.

Each indireot cost ra.te propoeal must be
a.ccompa.n1ed by a certification in the fol-
lowiJl8"form:

CBRTD'ICATB OJ' INDIRECT COSTs

This 1Il to certify that I have reviewed the
indlreot oost rata propoea.l submItted bere-
with and to the belSt of my knowledge a.nd
bel1ef:
(1)All coats included in thlll propoeal [iden-

tify date] to establ18h bUl1ng or tInal indi-
rect oosts rateB for [identify period oovered
by rate) a.re allowable in accorda.nce with tbe
requirements of the Federal awa.rd(e) to
which they apply IUld the prOv1ll1ODSof tb1e
Pa.rt. Unallowable coats bave been a.djUllted
ror in allocating costs &8 indicated in the in-
d1rect cost propos&l

(2) All costs included in tbie proposa.l are
properlY allocable to Federal awa.rda on the
basis of a benenc1al or caUB&lrela.tl.onehip
between the expeD11811incurred and the agree-
ments to which they are allocated in accord-
anee w1th applicable requirements. Further,
the aa.me coste that bave been treated &8 in-
direct coats have not been cla.1med &8 direct
coste. 81m1la.r typee of coste have been &0-

counted (or coDBlatently and the Federal
Government w1ll be noti1ied of a.ny account-
ing cbang88 that would affect the predeter-
mined ra.te.
I decla.re that the foregoing 1Il true and cor-

rect.
Governmental Unit:
S1gna.ture:
Name of Official:
Title:
Date of Execution:

E. NBOOTlATION AND APPROVAL OF RATBS.

1. lDdirect cost rates will be reviewed. ne-
gotiated. and approved by the cogniza.nt
agency on L timely ba.a1Il.Once a rate bas
been agreed upon, it w1ll be aooepted and
used by all Federal agencies uni_ problb-
lted or 11m1tedby sututs. Where a. Federal
awarding agency has reason to bel1eve that
epecla.l operating fa.oto1'6 affectlJl8" lte Fed-
eral a.warde neceBB1t.a.te 8pec1&lindirect cost
rates, the funding agency wID, prtor to the
time the rates are negotiated. notifY the cog.
nizan t agency for indireCt coete.

2. The use of predetermined rates. if al-
lowed, 1Il encouraged wbere the cogniza.nt
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agency for indirect coati! hall reasona.ble 8.l!-
llUl'ance based on pa.st experience and rell-
able projection of the non-Federal entity's
COIIts,tbat the rate 1s not likely to exceed a
rate based on actual COIIts.Long-term agree-
mente utillsing predetermined rates extend-
in&" over two or more yea.re are encouraged,
where APpropriate.
3. The reaults of each negotiation must be

formalised in a written agreemenL between
the cogn1za.ntannCy for IDd1reCtcoetll and
the governmental unit. This agreement will
be Ilubject to re-open1ng if tbe agreement is
subeequently found to v10late a Iltetute, or
the lnformation upon which the p1&nwas ne-
gotiated is later found to be materially in-
complete or 1naccurate. The agreed upoD
rates must be made ava1la.ble to &ll Federal
ageno1eefor their uee.
4. Refunds must be made if propoeale are

Iater found to haVBincluded coste tbat (a)
are un&llowable (I) as lIpecifiedby law or reg-
ula.tlon, (11)as idenWied in 1310.420 Consider-
ations for selected Items of COIIt.of tbill Part,
or (111)by the temlB and conditione of Fed-
eral awards, or (b) are unallowable because
tbey are clearly not allocable to Federal
awarde. Theee adjustments or refunds will be
made regardl88S of tbe type of rate nego-
tiated (predeterm\Ded, flna.l, fixed, or provi-
sional).

F. 0'nlBFl POLICIES

1. Fringe Benefit Rates

If overall fringe benefit rates are not ap-
proved for the governmental unit as pa.rt of
the central service ooat allocation plan,
these rates will be reviewed. negotiated and
approved for indiv1dual recipient agenci8ll
during the Indirect coat negotiation procesa.
In theee ca.8BII, a proposed tr1nge benefit rate
comPutation mould accompany tbe IDdirect
coat proposal. If fr11l&'Bbene11t rates are not
used at the reolpient agency level u.e., tbe
agency speclf1c&lly identtnes fringe benefit
costs to individual employees), the govern-
mental unit should 80 advise the COgnizant
agency for indirect 008\8.

2. Billed Service.! PTovlded bJI t/r.e Recipient
"",enC1l

In some caees, governmental depa.rtments
or ~ncleB (oomponents or the govern-
mental unit) provide and bill Cor services
B1mllar to those covered by central service
cost &llocation plan& (e.g., computer cen-
ters). Where th1e OCCur6,the governmental
department.s or agencies (components of the
governmental unit)Bbould be gnlded by the
requirements in Appendix V relat111&'to the
development of billing rates and documenta-
tion requirement.s, and ebould advise the
cognizant agency for Indirect costs of &IIY
billed servtcee. Reviews of these types or
services (including reviews of coatlnglbllllng
methodology, profite or Ioeaee, etc.) will be

Pt. 200. App, VIII

made on a oase-by-oase baBia&8 warra.nted by
the circumstancee involved.

3. Indirect cos« AllocaUons Not Using Rates

In certain situations. governmental de-
pa.rtments or agencie.tl (componente of the
governmental unit). because of the nature of
their Federal a.warda. may be required to de-
velop a coat &llocation plan that diBtI1butes
IDdirect (and. in some cues. direct) COlts to
the speCific funding sources. In these ca.8BII, a
narrati VB cost allocation methodology
mould be developed. documented, maln-
ta.1Ded for audit. or submitted. as appro-
pria.te. to the oogn1Y.nt agency for indirect
costa for review, negotlation. and approval.

4. Appeals

If a dlBpute arises in a.negotiation or an in-
direct coat rate (or other rate) between the
cognizant agency for indirect costs and the
governmental unit, tbe dispute must be re-
solved in accordance wit.h the appeale proce-
dures of the cognizant agency for indirect
costa.

5. Collectionof UnaIlolDab/e Costs and
Errofl801U Payment.!

Costa spec11lcally Identified as unallowa.ble
and cbarged to Federal awarde either di-
rectly or indirectly will be refunded (includ-
ing interest chargeable in a.ccordance with
applicable Federal oogn1zant agency for indi-
rect costs regulatione).

6. OMB Asriatance

To the extent that problems are encoun-
tered a.mong the Federal agenc1ee or govern-
mental un1tsin connection with the negotia-
tion and approval prOCB88, OMBwill lend as-
satance, as required, to resolve 6ucb prob-
lelIlBin a timely manner.
[78 FR 78608, Dec. 26, 2013. &.8 amended at 7Q
FR 75889, Dec. 19, 2014)

ApPENDIX vm TO PART 200-NONPROFIT
ORGANIZATION8 EXEMPTED FROM
SUBPART E-COST PRINCIPLES OF
PART 200

1. Advance Technology Institute (ATI),
Charleston. South Carolina.

2. Aerospace Corporation, El Segundo, Call-
fornla

3. American Inetltutes of Researcb (AIR).
Washington, DC

4. Argonne National Laboratory, Chicago, il-
linois

&. AtomiC Casualty Commission, Wash-
ington, DC

6. Battelle Memorial Institute.
Headquartered in Columbus, Ohio

7. Brookhaven National Laboratory, Upton,
NewYork
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8. Charles Stark Dre.per Laboratory. Incor-
porated, Cambridge, Massa.chusette

9. CNACorporation (CNAC),Alexandria, Vir-
g1nia

10, Environmental Institute of Michigan,
Ann Arbor, Michig&n

11, Georgia Inet1tute of Technology/Georgia
Tech Applied Re&ea.rcb CorporationlGeor-
gia Tech Rasel.l"Ch Inatitute, Atlanta,
Georgia

12. Hanford Environmental Health FOUIlda-
tion, Richland, Wuhington

13. TITResea.rch Institute. Chicago, Illinole
14, Institute or Ga.eTechnology. Chioqo, D-
Unois

15. Institute for Defense Analysis, Alexan-
dria,VUy1n1a

16. LMI, MoLean, V1l'g1nia
17. Mitre Corporation, Bedford, Ma.uachu-
eette

lB.Nobl1e,Inc .• Fa.lls Church, Virginia
19.Natianal Radiological Astronomy Observ-
atory, GretIDBank, West VirgIniA

20. Na.tional Renewable Energy Laboratory,
Golden, Colorado

21. Oak Ridge A880ciated UnIversities, Oak
Rldge,Tenn_

22. Rand Oorporation, Santa MoDica, Call·
fornia

23. Re8earch Triangle lnIltitute. Research
Triangle Park, North CaroltDa.

24. Riveraide Research Institute, New York,
NewYork

25. South CaroltDa. Research Authority
(SCRA), Charleston, Bouth CaroltDa.

26. Bouthem RellBarch Inetitute, Bir-
mingham, Alabama

'rI. SouthweBt Re8ea.rch Institute, San Anto-
nio, Texas

28.BRI International, Menlo Park, CalIfornia
29. Syracuae RelIea.rcb Corporation, Syra-
cuse, NewYork

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

30. UDivereities Reeearch Association, Incor-
porated (NatioD&l Acceleration Lab), Ar-
gonne, Dltnol8

31. Urb&.nInetitute, WaBh1D.gtonDC
32. Non-profit inaurance companies, such as
Blue Cross and Blue Shield Orpntzattons

33. Other non-protlt orga.Dizations 8.& nego-
tiated with Federal awarding agencies

APPENDIX IX TO PART 200-HOBPITAL
COST PRINCIPLES

Balled on initial feedba.ck, OMBproposes to
establ18h a review procefl8 to consider exist-
ing boBpltal coat determine how beet to up-
date and align them with this Part. Until
lIuch time u revised guidance ill propOlled
and implemented ror hoBPItals, the existing
principles located at 45 CFR Part '75 Appen-
dix E, entitled "Principles for Determining
Cost Applicable to Reeearch and Develop-
ment UDder Grants and Contracts with Hos-
pitals," remain in effect.
[78 FR 786Oll. Dec. 26, 2013. 8.6 amended at '79
FR 75889,Dec. 19,2014]

APPENDIX X TO PART 200-DATA
COLLlWI'lON FORM (FORK SF-SAC)

The Data Collect1on Form SF-SAC 1a
availa.ble on the FACWeb site.

ApPENDIX XI TO PART 200-C0MPLIANCE
SUPPLEMENT

The compl1ance supplement 1s available on
the OMBWeb Bits: (e.g. !or 2013 here http://
1OlDW.whiteJwtue.j1oWomblciTcularll)

PARTS 201-299 [RESERVED]
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2525 GRAND AVENUE • lONGBEACH,CALlFORNIA 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)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT ("Agreement") is made and
entered as of \ liA\~ I), 20llL- by . and between
MtrW11 !\wU+\ taNrYt! ~ 1..0$ tililflrt • a tall for n' C\ yum ptoB+

~[pOratIOro partR9~ship. sea], whose business address is
1(1) W p(fddwa~ j QuilL ~O It) I Yt'\f) P>ltteh ( CM,d=9ft\111 qCfD'2..
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2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.
a. Non-disclosure. Business Associate agrees to not use or disclose

protected health information other than as permitted or required by
the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the pollcles and
procedures and documentation requirements of the HIPAA
Regulations.

c. Mitigation. Business Associate agrees to mitigate, to the extent
practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agreement.

d. Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by Business Associate not permitted by this Agreement,
any security incident. involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.
1. Business Associate shall provide the following information in

such notice to Covered Entity:
(a) The identification of each individual whose unsecured

protected health information has been, or is
reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected
health information acquired, accessed, used or
disclosed in the breach (e.g., full name, social security
number, date of birth, etc.);

(d) The identity of the person who made and who
received (if known) the unauthorized acquisition,
access, use or disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

(f) Any other details necessary for Covered Entity to
assess risk of harm to individual{s), including
identification of each individual whose unsecured
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protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4. The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful log-on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health
information.

e. Reporting of disclosures. Business Associate agrees to report to
Covered Entity any use or disclosure of the protected health
information not provided for by this Agreement of which it becomes
aware.

f. Business Associate's Agents. Business Associate agrees to
ensure that any agent, including a subcontractor, to whom it
provides protected health information received from, or created or
received by Business Associate on behalf of Covered Entity agrees
to the same restrictions and conditions that apply through this
Agreement to Business Associate with respect to such information.

g. Availability of Information to City. Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164.524. If Business
Associate maintains an electronic health record, Business
Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act.

h. Amendment of Protected Health Information. Business Associate

AIT ACHMENT f._ .
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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 2m of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

3. PERMITIED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, Business Associate may
use or disclose protected health information to perform functions,
activities, or services for, or on behalf of, Covered Entity as specified in
this Agreement, provided that such use or disclosure would not violate the
Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
necessary policies and procedures of the Covered Entity. The specific
use and disclosure provisions are as follows:
a. Except as otherwise limited in this Agreement, Business Associate

may use protected health information for the proper management
and administration of the Business Associate.

b. Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate,
provided that disclosures are required by law, or Business
Associate obtains reasonable assurances from the person to whom
the information is disclosed that it will remain confidential and used
or further disclosed only as required by law or for the purpose for
which it was disclosed to the person, and the person notifies the
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached.

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e){2)(i}(B).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.5020)(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
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and shall not be construed to limit Business Associate's capacity to use or
disclose protected health information for the proper management and
administration of the Business Associate or to provide data aggregation
services to Covered Entity as provided for and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

7. TERM AND TERMINATION.
a. Term. The term of this Agreement shall be effective upon

execution, and shall terminate when all of the protected health
information provided by Covered Entity to Business Associate, or
created or received by Business Associate on behalf of Covered
Entity, is destroyed or returned to Covered Entity, or, if it is
infeasible to return or destroy protected health information,
protections are extended to such information, in accordance with
the termination provisions in this Section.

b. Termination for Cause. Upon either party's knowledge of a material
breach by the other party, the party with knowledge of the other
party's breach shall either:
1. Provide an opportunity for the breaching party to cure the

breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching
party;

2. Immediately terminate this Agreement if Business Associate
has breached a material term of this Agreement and cure is
not possible; or

3. If neither termination nor cure is feasible, the violation shall
be reported to the Secretary.

c. Effect of Termination.
1. Except as provided in paragraph (2) of this Section, upon

termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that
returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health
information to those purposes that make the return or
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destruction infeasible, for so long as Business Associate
maintains such protected health information.

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents are named
as an adverse party.

9. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPM 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 HIPM Regulations and
the HITECH Act.

10. LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

12. INDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents (collectively in this Section
referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or
not reduced to judgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the
duties under this Agreement or any alleged negligent or intentional act,
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omission or misrepresentation by Business Associate, Business
Associate's employees or agents, which act, omission or
misrepresentation is connected in any way with performance of the duties
under this Agreement. If it is necessary for purposes of resisting,
adjusting, compromising, settling, or defending any claim, demand, cause
of action, loss, damage, or liability, or of enforcing this provision, for City to
incur or to pay any expense or cost, including attorney's fees or court
costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days.

13. AMBIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resolved in favor of a meaning that complies and
is consistent with HIPAA, HIPAA Regulations, the HITECH Act and
California law.

14. COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder, the prevailing party shall be entitled to its costs and expenses,
including reasonable attorneys' fees and court costs, including appeals.

15. NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S. Postal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs.

16. WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement, or
of any right to damages or indemnity stated in this Agreernent. The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement.

17. CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

18. ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.
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(Name of Business Associate)

______ ,20- By -------

Title: _

CITY OF LONG BEACH, a municipal
corporation

__ ~~--' 20JiJ

"City"
Assistant City Manager

fl. I£.. The foregoing Agreement is hereby approved as to form this IJ!!2day of

~,20Jh.
CHARLES PARKIN, City Attorney
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CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570-4000 • FAX: (562) 570-4049

CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is
providing the certification as set out below:

1. The certification in this clause is a material representation of fact upon which
reliance was placed when this transaction was entered into, If it is later detennined
that the recipient of federal assistance funds knowingly rendered an erroneous
certification, in addition to other remedies available to the Federal Government, the
department or agency with which this transaction originated may pursue available
remedies, including suspension and/or debannent.

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 tenns "covered transaction," "debarred," "suspended,' "ineligible,· "lower tier
covered transaction,· ·participant,· ·person," "primary covered transaction,"
'principal," "proposal: and ·voluntarily excluded," as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549,

4. The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled ·Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions,' without
modification, in all lower tier covered transactions and in all solicitations for lower tier
covered transactions.

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred, suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification is erroneous, A participant may decide the method and frequency by
which it determines the eligibility of its principals, Each participant may, but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this
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clause. The knowledge and information of a participant is not required to exceed
that which is normally possessed by a prudent person in the ordinary course of
business dealings.

8. Except for transactions authorized under Paragraph 4 of these instructions, if a
participant in a covered transaction knowingly enters into a lower tier covered
transaction with a person who is suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available
to the Federal Government, the department or agency with which the transaction
originated may pursue available remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24
CFR Part 24 Section 24.510, Participants' Responsibilities require this certification.

1. The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from participation in this
transaction by any Federal department or agency.

2. Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this certification, such participants shall attach an
explanation to this document.

N epresentative: O:~'\nDq:>\L\)N, c....£"b
8(3/l~
DateSignature
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570-4000 • FAA: (562) 570-40<19

CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County Code Chapter
2.160 (ordinance 93-0031), retained by the Contractor, shall fully comply with the
requirements as set forth in said County Code. The Contractor must also certify in writing
that it is familiar with the Los Angeles County Code Chapter 2.160 and that all persons
acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's
Lobbyist requirement shall constitute a material breach of the contract upon which the City
of Long Beach may immediately terminate this contract and the Contractor shall be liable for
civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies
Appropriations Act, known as the Byrd Amendments, and the Housing and Urban
Development Code of Federal Regulations 24 part 87, from using federally appropriated
funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or any employee of a
Member of Congress in connection with the awarding of any Federal contract, the making of
any Federal grant, loan or cooperative agreement, and any extension, continuation,
renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist
Requirements and that all persons and/or subcontractors acting on behalf of the Contractor
will comply with the Lobbyist Requirements.

Failure on the part of the Contractor or persons/subcontractors acting on behalf of the
Contractor to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties. The undersigned certifies, to the best of hislher knowledge and belief, that:

1. No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned, to any person for influencing or attempting to influence an officer or
employee of an agency, a Member of Congress, an officer or employee of Congress,
or an employee of a Member of Congress in connection with the awarding of any
Federal contract, the making of any Federal grant, loan or cooperative agreement,
and any extension, continuation, renewal, amendment or modification of said
documents.

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or an employee
of a Member of Congress in connection with this Federal contract, grant, loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "Disclosure Form to Report Lobbying" in accordance with its instructions.
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3. The undersigned shall require that the language of this certification be included in
the award documents for all sub-awards at all tiers (including subcontracts, sub-
grants, and contracts under grants, loans, and cooperative agreements) and that all
sub-recipients shall certify and disclose accordingly.

4. This certification is a material representation of fact upon which reliance was placed
when this transaction was made or entered into. Submission of this certification is a
prerequisite for making or entering into this transaction imposed by SeCtion 1352
Title 31, U.S. Code. Any person who fails to file the required certification shall be
subject to a civil penalty of not less than $10,000 and not more than $100,000 for
each such failure.

Agreement Number: cM.·nlA~oCuI5QIi! Contract Agency: M{l111l1~lJ(\f!1"""ylM If 45 ~lU

N resentative: {) ~\D P\l,J.:) N I ~

8
Signature
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